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Disclaimer: 
This work may not be copied, sold, used as content in any manner or your name 
put on it until you buy sufficient rights to sell it or distribute it as your own from 
us and the authorized reseller/distributer. 

Every effort has been made to be accurate in this publication. The publisher does 
not assume any responsibility for errors, omissions or contrary interpretation. 
We do our best to provide the best information on the subject, but just reading 
it does not guarantee success. You will need to apply every step of the process 
in order to get the results you are looking for.  

This publication is not intended for use as a source of any legal, medical or 
accounting advice. The information contained in this guide may be subject to 
laws in the United States and other jurisdictions. We suggest carefully reading 
the necessary terms of the services/products used before applying it to any 
activity which is, or may be, regulated. We do not assume any responsibility for 
what you choose to do with this information. Use your own judgment. 

Any perceived slight of specific people or organizations, and any resemblance to 
characters living, dead or otherwise, real or fictitious, is purely unintentional.  

Some examples of past results are used in this publication; they are intended to 
be for example purposes only and do not guarantee you will get the same 
results. Your results may differ from ours. Your results from the use of this 
information will depend on you, your skills and effort, and other different 
unpredictable factors.  

It is important for you to clearly understand that all marketing activities carry the 
possibility of loss of investment for testing purposes. Use this information wisely 
and at your own risk.   

JM Lesko Financial, LLC 
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SHOULD YOU REFINANCE 
YOUR MORTGAGE? 

 

Refinancing your mortgage can be a smart 

move if the benefits you’ll receive outweigh 

the drawbacks. Obtaining a mortgage with a 

lower interest rate or lower monthly 

payments can be very attractive and can even 

save you thousands of dollars over the course 

of the loan. On the other hand, there are fees 

involved in the switch. 
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WHAT IS REFINANCING? 

 

To get a clear picture of the benefits available to you, it’s helpful to know the 

process involved in refinancing your mortgage. Refinancing your mortgage 

consists of paying off the loan you currently have and taking out a new 

mortgage loan. Your current loan gets paid off in the refinance when you close 

on the new loan. 

 

However, it’s generally easier to obtain refinancing than it is to acquire a 

mortgage loan in the first place. Depending on the amount of equity you have in 

your home, it’s possible to make the switch without coming up with any cash up 

front other than incidental expenses, such as a new appraisal or title insurance. 

The closing costs, however, can all be rolled into the refinance. 

 

Equity is the current value of the home minus what you still owe on it. Your 

equity increases each year as you make your mortgage payments and also from 

the increase in the value of the home. 

 

For example, let’s say you bought your home 5 years ago. The price of the home 

was $100,000, you put in a $20,000 deposit, and you took out an $80,000 loan.  

 

If your home’s value increased by $10,000 each year, it’s now worth $150,000, 

five years later. In the meantime, perhaps you’ve paid $3,000 on the principal of 

your home by making your mortgage payments. (In the first few years most of 

your loan payments go toward the interest, rather than the principal.) 

 

So, $150,000 minus $77,000 (what you still owe on the loan) = $73,000. You have 

$73,000 in equity on your home in this example. You started out with $20,000 in 

equity and, in 5 years, you’ve increased it to $73,000. 
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WHAT DOES EQUITY MEAN TO YOU? 

 

Your equity is what gives you all kinds of 

choices in refinancing your home. The more 

equity you have as a percentage of the value 

of your home, the more advantages you have 

when you refinance. 

 

For one thing, for refinancing the home in the 

example above, you’re now searching for a mortgage loan for only 52% of the 

total value of the home, rather than the 80% you were looking for in the first 

place. This opens up a whole world of new lenders that would be willing to take 

on the risk of lending you the money. 

 

Any time your equity is enough so that you’re financing less than 70% of your 

home’s value, it’s much easier to find lenders that will compete for your business, 

even if your credit leaves a bit to be desired. 

 

In addition to making it easier to find a lender with more attractive terms than 

your original mortgage, your equity can also make it possible for you to obtain a 

good chunk of cash, which you can use to pay off your high-interest debts or 

make a major purchase. 
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CASHING OUT YOUR EQUITY 

 

When you receive cash along with your refinance, it’s called “cashing out your 

equity.” Keep in mind, however, that whatever equity you cash out in your 

refinancing process becomes part of the money you’re borrowing with the new 

loan. 

 

For instance, in our example above, you owe $77,000 on your current loan. 

When you refinance, your new loan may be closer to $87,000 if they roll the 

closing costs into the new loan. You won’t “feel” the costs of the closing, 

because you won’t have to pay them in cash, but they exist and get rolled into 

the new loan. 

 

If you wanted to cash out some of your equity, but you still wanted to keep 

under the recommended 70% re-financing threshold, you would first figure 70% 

of your home’s value. At a $150,000 value, you could finance up to $105,000. So 

let’s say that the amount owing, plus the closing costs come to $87,000, 

($77,000 is owed, plus $10,000 in closing costs), you could still cash out $18,000 

and remain within your 70%. ($87,000 + $18,000 = $105,000) 

 

If you have good credit, you could cash out even more of your equity and look 

for someone to finance 80% of the loan. This would give you another $15,000 in 

cash, but your new loan would be for $120,000 instead of the $77,000 you now 

have. Even with a lower interest rate, your mortgage payments would, in all 

likelihood, go up. 

 

Refinancing your mortgage with an equity cash-out sometimes makes financial 

sense, even if you’d be starting out on a new mortgage loan for a higher amount 

than your current loan. You can pay off higher-interest debts or use the funds to 
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make a cash purchase, saving yourself the interest you’d have to pay on taking 

out a loan for the purchase. 

 

As long as you’ve gotten advantageous terms on the new loan and the payment 

is easily within your budget, you may find that you’re able to significantly raise 

your credit score, too. Paying off your current debts and making your new 

mortgage payments on time will build some great credit! Plus, you no longer 

have to make multiple debt payments each month. 

 

Even though starting over on your mortgage loan can seem disconcerting, if you 

set it up with the bi-weekly payment system, where you pay half the mortgage 

payment amount every two weeks, instead of the full payment amount once 

each month, you can still pay off this new mortgage in record time! 

 

There are both pros and cons to refinancing your mortgage: 

 

PROS 

 

1. You can lower your monthly payments. 

2. You can lower your interest rate, saving you thousands of dollars in interest 

over the life of the loan. 

3. You can change from a variable rate mortgage to a fixed rate mortgage. 

4. You can cash out your equity: 

 Use the cash to pay off higher interest debts. 

 Consolidating your debts in this way means one monthly payment 

instead of many. 
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 You can pay cash for a major purchase instead of taking out a higher 

interest loan. 

2. You can raise your credit score. 

3. You can receive some nice income tax deductions: 

 In the USA, if you itemize your deductions on Schedule A, you can 

deduct interest payments on your home’s mortgage. Credit card 

interest is not tax deductible. 

 Essentially, by using your equity to pay off your credit cards and putting 

that debt into your home mortgage, you’ve lowered the interest you pay 

on your credit card debt while, at the same time, making it tax 

deductible. 

CONS 

 

1. You’re starting over on your mortgage, so it may take you longer to pay it 

off than if you had not refinanced it. 

2. Your mortgage debt will be larger than before the refinancing, due to 

closing costs and if you take out some cash. 

3. Your monthly payments may be higher if you cash out some equity 

refinance. 

4. With the new mortgage, you may be subject to early pay-off penalties if 

you wish to pay off a large portion in the near future.  

So the question of whether you should refinance your home depends entirely on 
your particular financial situation. It could do you a lot of good or it might not be 
to your advantage. Your best option is to consult with a financial advisor who 
can review your own unique situation. 
 
  

https://jmlesko.com/free-make-and-save-money-membership
https://jmlesko.com/free-make-and-save-money-membership


 

Page 8 

Click here to get direct access to the Common Cents Way to $ Training! 
 

HOW TO GET STARTED 

 

If you’re considering refinancing your home, a mortgage broker can save you 

some time and trouble in finding a lender. You can usually get a good 

recommendation on a mortgage broker from a reputable real estate agent. 

 

Your mortgage broker can work with you to find the most advantageous 

funding for your financial situation. Basically, you tell them what you’re looking 

for in a refinance (lower interest rate, lower payments, or cash out) and they 

take care of the details. 

 
MODIFYING YOUR CURRENT MORTGAGE LOAN 

 

There are some situations in which refinancing your mortgage isn’t an option. 

Unfortunately, with the recent downturn in the real estate market, many 

thousands of people have found themselves in an “upside down” situation with 

their mortgage. 

 

If the value of your home has lowered since you first purchased it, you could owe 

more on your mortgage than the house is now worth. If this has happened to 

you, and you wish to obtain more advantageous terms on your mortgage, you 

might want to look into modifying your current mortgage loan with your current 

lender. 

 

The government has instituted some recent programs that give lenders an 

incentive to help you out. You may be able to lower the interest rate, your 

monthly payments, or even the principal on the loan by modifying it. 

 

However, most lenders have been slow to answer the call, and often end up 

foreclosing on the properties before they’ll modify the loan. Most lenders won’t 
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even consider a loan modification unless you’re at least 30 days overdue on your 

payment. Then they may tell you they’ll consider it, taking up the time right up to 

the day they foreclose on it. 

 

So trying to get a loan modification can be challenging, but it can be done. If you 

have a regular income and your financial situation is such that you would have no 

trouble making your payments if they were only a bit lower, your lender may be 

willing to work with you. 

 

If this is your situation, contact your lender to apply for a loan modification. Then 

keep in regular contact with them by phone and fax. 

 

1. Contact the department heads for the various departments you work 

with as your application progresses. 

2. Send faxes to the specific departments requesting regular updates. 

3. Record your phone calls, if possible. 

4. Write down the name of anyone you speak with, the date, and a 

summary of each conversation. 

The internet has many resources that can provide you with valuable knowledge 

for working with your lender. Just do a Google search for “Mortgage Loan 

Modification” and do your research for the full details on the loan modification 

process and how you can work with your lender. 

 

With good communication and knowledge of how to make the process go 

smoothly, your loan modification can be a success. 

 

If you’re not upside down on your mortgage loan and you’ve built up some 

equity in your house, it’s usually in your best interest to look into refinancing 
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your mortgage rather than trying to modify your loan. Generally, refinancing is 

less stressful and more successful than a loan modification. Plus, refinancing also 

has a host of other benefits you may enjoy. 
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SELF-REFLECTION QUESTIONS 
 

 

 

 

 

 

ACTION TIPS 
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