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Key points:

• A fixed-rate home equity loan is an alternative to refinancing with a traditional mortgage.

• Closing costs and other fees associated with fixed-rate home equity loans are typically 
lower than other types of refinancing options. 

• Fixed-rate home equity loans offer several advantages over other types of refinancing.

I LOATHE PAYING UNNECESSARY FEES. I’d rather get something of value for my 
money. My husband will tell you: I will almost always buy more to get free shipping. 
Which brings me to my topic of taking advantage of lower mortgage interest rates 
without paying excessive fees, like closing costs. 

Many mortgage companies will encourage you to lump closing costs into the new 
mortgage — as if you’re not still paying those costs. I’m not a fan of increasing a loan 
balance with fees and paying interest on those fees. 

One way around paying unnecessary fees is to refinance with a fixed-rate home equity 
loan. The application fee for a fixed-rate home equity loan is typically less than a couple 
hundred dollars versus thousands of dollars for a traditional mortgage. To be sure you 
understand the actual cost of refinancing, ask the lender for full disclosure up front of all 
fees, as well as whether they require an appraisal. 

Other advantages of refinancing with a fixed-rate home equity loan over a traditional 
mortgage: 

• The term is flexible: You can choose whatever term you want. If you want to keep your 
monthly payments at about the same amount, you can use the lower interest rate to 
reduce the number of years until your loan is paid off. 
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Avoiding Unnecessary Costs When Refinancing



• If interest rates fall, you can refinance: With traditional mortgages you want to 
minimize how many times you refinance because of the fees. With a fixed-rate home 
equity loan, fees are generally insignificant. A note of caution: When you refinance 
you’re paying off the previous loan, so make sure your loan doesn’t include a penalty for 
paying it off before the end of your term. 

• Rates don’t have to move as much to make a fixed-rate home equity loan 
attractive: With a traditional mortgage and associated closing costs, the interest rate 
has to move significantly to make refinancing reasonable. You can use a refinance 
calculator to determine when it makes sense. Given the low expenses associated 
with fixed-rate home equity loans, even a small move lower could make refinancing 
worthwhile. 

• Closing may be faster: There may be fewer requirements for a home equity loan, 
which should move the process along faster.

Some additional items to be aware of:
• Interest may be deductible: If you itemize, you can deduct the interest you pay on a 

fixed-rate home equity loan, subject to the IRS limits.

• Your rate could differ based on the loan amount: Rates are typically lower on bigger 
loans, so make sure you know the rate for the amount you are looking to borrow. 

• You might not be able to escrow with a fixed-rate home equity loan: If not, you 
will have to save for and pay the taxes and insurance instead of the bank making the 
payment from an escrow account.

• Choose fixed over variable: Make sure you are requesting a fixed-rate loan and not a 
variable-rate loan or home equity line of credit. Those rates may be lower at the time 
than your fixed rate, but as rates go up so will they. 

• Home equity rates are usually higher than traditional mortgage rates: However, the 
difference can be made up easily by the saved closing costs. Also, make sure to shop 
around with different banks. Rates can vary significantly.  

• The percent borrowed may be lower: Typically, you can borrow up to 80 percent of 
the current value of your home, though this may vary depending on the lender. You 
might also have an option to borrow more at a higher interest rate.

• New loans have an impact on your credit score: The longer your credit history with 
any loan, the better it is for your score. Every time you refinance, you start a new loan 
term. A new loan reduces the overall average length of your credit account history, 
which can negatively impact your credit score.

If you have questions about refinancing with a fixed-rate home equity loan, contact your 
HBKS® financial advisor. We can help you calculate whether this option makes sense for 
you. We’ll run several scenarios to determine which loan will save you the most.
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The information included in this document is for general, informational purposes only. It does not contain any investment advice and does not 
address any individual facts and circumstances. As such, it cannot be relied on as providing any investment advice. If you would like investment 
advice regarding your specific facts and circumstances, please contact a qualified financial advisor.

Any investment involves some degree of risk, and different types of investments involve varying degrees of risk, including loss of principal. It should 
not be assumed that future performance of any specific investment, strategy or allocation (including those recommended by HBKS® Wealth 
Advisors) will be profitable or equal the corresponding indicated or intended results or performance level(s). Past performance of any security, 
indices, strategy or allocation may not be indicative of future results.

The historical and current information as to rules, laws, guidelines or benefits contained in this document is a summary of information obtained 
from or prepared by other sources. It has not been independently verified, but was obtained from sources believed to be reliable. HBKS® Wealth 
Advisors does not guarantee the accuracy of this information and does not assume liability for any errors in information obtained from or prepared 
by these other sources.

Investment advisory services are offered through HBK Sorce Advisory LLC, doing business as HBKS® Wealth Advisors. NOT FDIC INSURED - NOT 
BANK GUARANTEED - MAY LOSE VALUE, INCLUDING LOSS OF PRINCIPAL - NOT INSURED BY ANY STATE OR FEDERAL AGENCY

Brittany Taylor helps her clients achieve their financial goals by establishing and 
overseeing financial plans specific to their unique economic and life situations. She 
employs a holistic approach with investment and wealth protection plans that help 
them attain their objectives. Contact Brittany at 814-459-1116; or email her at btaylor@
hbkswealth.com.
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