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Thinking about refinancing? Be sure to do your homework

So you're thinking about
refinancing your home. And
who can blame you? The
Federal Reserve has slashed
interest rates five times since
September, and Wall Street
analysts predict another cut
when the Fed meets this
Tuesday. Meanwhile, it seems
like every other advertisement
is touting now as the best time
to refinance. But is it? The
short answer: It all depends
what you plan to do with your
home or property.

The most obvious benefit
to refinancing is securing a
lower interest rate — a lower
monthly payment on your
mortgage. Other potential ben-
efits include consolidating
your existing debt, drawing
equity from your property, get-
ting out of “exotic” or unsuit-
able lending, or converting
from an adjustable rate to a
fixed rate mortgage. However,
each of these benefits presents
various pros and cons depend-
ing on the individual borrow-
er's circumstances.

If you plan to sell your
property in the near future,
refinancing more than likely
does not make sense.
Remember, there is a process
involved with refinancing.
Among other things, it
requires a check on your cred-
it, a title search and an
appraisal of your property —
all of which are required and
come with fees. You will want

to own the
-1 property
long
enough to
recover
these costs
of refinanc-
ing.

Here's
how you
can calcu-
late
whether
refinancing is worth it. Add
the refinancing costs - the
bank fees + title fees + record-
ing fees, etc. - and divide that
figure by the savings per
month as a result of the lower
interest rate. This will indicate
the number of months you
would need to own your prop-
erty to actually enjoy the bene-
fits of refinancing. There are
several online calculators or
tools to help you do this — to
find that “break even point.”

A few of these can be
found on money.cnn.com or
smartmoney.com. And, of
course, be sure to speak with
your mortgage broker, bank
representative or other finan-
cial advisor for a full and accu-
rate picture of your options.
They can discuss with you the
‘pros and cons’ I alluded to
earlier.

While refinancing lessens
your monthly payment, you
also will likely be adding years
onto the total life of your
mortgage. For example, if you
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are in year five of a 30-year
mortgage and you decide to
refinance, you reset the mort-
gage back to year one. Again,
a qualified lending profession-
al or advisor can help you

determine the exact loan prod-

uct that is right for you
because there are loans avail-
able with a less than 30-year
lifespan.

There are also protections
designed to benefit you, the
borrower. Many of them stem
from the Truth in Lending
Act. One powerful benefit
that this Act provides is some-
thing known as the “right of
rescission.”

For those refinancing, this
gives you the ability to rescind
(cancel) your loan within
three business days of closing,
so long as the loan was for
your principal residence
(whether a home, condomini-
um, house boat or mobile
home). It does not apply to
investment-properties, nor
does it apply if you are refi-
nancing with the same lender
you used for your existing
mortgage without borrowing
additional funds.

Very few loans are rescind-
ed, but at least you have the
additional protection, and
additional time, to review
what happened at the closing,
understand the numbers
involved, and understand the
loan product you have ulti-
mately selected. Should you
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decide to exercise your right to
rescind the loan, just follow
specific instructions provided
to you at closing. Make sure
the closing attorney explains
the process to you and that
you have been provided with
not only a copy of all the loan
documents, but several copies
giving you notice of your right
to rescind. (By law, the lender
is mandated to provide you
with at least two copies of the
right to rescind).

To learn more about the
Truth-in-Lending Act and its
benefits, visit the Federal
Deposit Insurance
Corporation’s website
(fdic.gov) or that of the U.S.
Department of Housing and
Urban Development (hud.gov)
for other consumer protec-
tions. If you do not qualify
under the protections of the
right of rescission and you are
refinancing, you should speak
with a qualified lending profes-
sional and consult an attorney.
It goes without saying, but
always read the fine print on
all documents associated with
your loan to ensure you under-
stand the product you are get-
ting. An informed borrower is
the most important part of the
refinancing equation,
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