NeighborWorks:

Is Refinancing Right For You?

As Adjustable Rate Mortgages (ARMs)
begin to adjust upwards along with rising
interest rates, many homeowners are left to
wonder how they can change or improve
their current interest rates or the terms of
their existing loans through refinancing.
Deciding whether or not to refinance your
home can be a difficult decision that
requires time, money, and careful consider-
ation. Your local NeighborWorks® organiza-
tion financial counselor can help you deter-
mine whether refinancing is your best
option.

What is Refinancing?

Mortgage refinancing is the process of tak-
ing out a new mortgage and getting a new
one. The new mortgage pays off the higher
rate loan and you’re left with lower monthly
payments. Refinancing includes many of
the same steps, and some of the same
expenses, that were involved in applying for
and getting the mortgage to purchase your
home in the first place. The main distinc-
tion between your purchase loan and a refi-
nance mortgage is that no property owner-
ship is transferred during the refinancing
transaction.

You may want to consider refinancing if:

» The rates or terms of mortgages available
to you now are better than the rates and
terms of your current mortgage.

» You want to convert an Adjustable Rate
Mortgage (ARM) to a fixed-rate mort-

gage.

» You would like to convert your mortgage
to a shorter loan term to build home equi-
ty more quickly so that you can own your
home and can be debt-free sooner.

How to Determine if Refinancing
is Right for You

Through post-purchase counseling, your
local NeighborWorks® organization can
help you decide if refinancing is your best
option by working with you to:

» Set clear refinancing objectives based on
your financial goals.

» Review your loan documents for the
details of your current loan.

» Evaluate the costs and benefits of refi-
nancing. If the benefits exceed the costs,
it probably makes sense to refinance.
However, refinancing your mortgage can
mean additional fees, including new clos-
ing costs. Keep these fees in mind while
considering refinancing.

If refinancing is right for you,

a financial counselor can also help you:

» Research available refinancing loan prod-
ucts. Remember to shop around just as
carefully for refinancing as you did for
your current loan.

» Avoid predatory lending practices. If it
seems too good to be true, it probably is.
For more information about predatory
lending, review NeighborWorks®
America’s fact sheet, How to Spot
Predatory Lending.

For more information about refinancing
your current loan, or to receive financial
counseling, contact your local Neighbor-
Works® organization. To find your local
NeighborWorks organization, visit the
NeighborWorks® America Web site,
WWW.NW.0rg.
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