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As home prices rise and
interest rates remain near
historic lows, homeowners
can refinance and tap their
home equity more easily.

Like other refinance programs, a cash–out refinance
replaces your existing home loan with a new home loan,
typically at a lower interest rate. 

The difference with a cash–out refinance is that your
new loan will have a higher balance than you currently
owe on the home. 

With money from the new, larger loan, you’ll pay off
your existing mortgage lender. Then, you’ll keep the
additional cash from the new loan for yourself. This
leftover money is your “cash out.”
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A CASH–OUT REFINANCE
TURNS HOME EQUITY
INTO CASH

You can use the cash for anything from home
improvements to debt consolidation though some
uses make more sense than others.

HOW A CASH–OUT
REFINANCE WORKS

https://themortgagereports.com/16096/refinance-mortgage-rates
https://themortgagereports.com/68932/cash-out-refinance-guide-rules-rates-requirements


EXAMPLE OF 
CASH-OUT REFINANCE
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Current Mortgage Balance: $250,000

Refinanced Loan Balance: $280,000

Cash-out: $30,000 (minus closing costs)

Keep in mind you can’t withdraw all your equity
using a cash–out refinance.

 
Lenders typically require homeowners to leave at
least 20% equity in their homes, which limits the

amount you can cash out.
 



Using cash–out mortgage refinancing to fund a home improvement project
should be a good investment for most homeowners. Adding a master bedroom
suite to your home could cost $100,000 or more; remodeling a kitchen could
run $60,000 or more; and, remodeling a bathroom may cost $50,000 or more.
But these projects also add to the value of your home – meaning you’re
enhancing your real estate investment and not just spending money.

HOME IMPROVEMENTS

Cash–out refinance loans can be powerful tools when you need to pay off a lot of
lingering, high–interest debt like credit card accounts or personal loans. Because it’s
a secured loan, a mortgage can offer lower interest rates than the personal loans
borrowers often use to pay off existing debt that charges higher interest rates. The
process is called debt consolidation. It works only if you keep credit card balances
low in the future after paying them off.

PAY OFF CREDIT CARD DEBT

A cash–out refinance can also enhance your investment portfolio. Many investments
pay better returns than the cost of borrowing against your home. A cash–out
refinance can help you diversify your holdings, too, or protect against a housing
market downturn. However, investments that pay higher than mortgage interest
rates are typically riskier than fixed or guaranteed income products. Before trying
out this strategy, review your plans with a trusted financial planner so you can make
sure you take advantage of tax deductions while also planning for the future.

HELP EXISTING INVESTMENTS

If you’re not into being a landlord, but you do want another home, you can cash–out
your primary residence to buy a second home (vacation property). This is a great way
to expand your real estate portfolio. In many cases, homeowners take a cash–out
loan on their home and buy a rental property with cash. When they want to invest
again, they do a cash–out refinance on their existing investment property to buy
another one. The result is a robust collection of rentals that produce ongoing
income and tend to hold their value historically.

BUY AN INVESTMENT PROPERTY

WAYSHOW TO USE
YOUR HOME EQUITY

If you can take cash out of your home for a good purpose, and lower your
interest rate at the same time, you can really put your equity to work.
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Visit  www.PRMIHome.com to
chat with a Mortgage Advisor

https://themortgagereports.com/34032/debt-consolidation-refinance


TAKE
ADVANTAGE OF

YOUR HOME
EQUITY

See how much equity you have today by
chatting with a PRMI Mortgage Advisor 

www.PRMIHome.com


