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Is a home-equity loan
a good idea when interest
rates are rising?
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interest rate and payments fluctu-
ate based upon the balance and
market rates.

If you need a lump sum, go with
the loan and lock in your interest
rate and payment. If you need
money in intervals, go with a line
of credit, and when done, refinance
it to the loan.

Don't attempt to guess the direc-
tion of interest rates. Guessing
wrong could cost vou dearly if
rates go up. If they go down, you
can refinance at the lower rate.

Tapping the equity in a home is
good for financing appreciating as-
sets such as a room addition or if
there is no other choice to pay for
an important goal such as college
tuition. It is a very bad idea if used
to finance consumer items such as
cars and vacations, because you'll
be paying on the loan many years
more than the items last,

You also risk being “upside-
down" as many lenders appraise
high. This makes a move very diffi-
cult and places your home at risk
in the event of a crisis.

Consolidating debt is good if you
are willing to pay off the debt
quickly. Otherwise it's a sign that
you're masking your overspending.



