Refinancing: Is This Really A Good Idea?

Refinancing is often booked as one of the most beneficial ways to save money on your
home mortgage. Thisis not always true and the fact is where you save the money may
not be exactly where you want to. For many people, the best way to learn if in fact they
should refinance is to use a mortgage cal culator to help them to break down the facts of
their loan and really understand if thisis the right decision. For a good amount of those
that do this, the benefits are there. For others, you may end up paying far more than you
realized that you would.

What Makes Refinancing Worth 1t?

There are many things that play arolein whether or not refinancing is agood move.
Thefirst thing is to determine what your overal goa is by refinancing. It can answer
many questions for you including providing you with these benefits. Why do you want
to refinance?

e Do you want to save money on your loan in total?

« Do you want to save money per month on your mortgage payment?

e Do you want to borrow more money and still have just one loan?

e Do you want to cut down your terms so that you are paying off your loan sooner?
o Doyoujust want alower interest rate or a different type of loan?

All of these things are good reasons to refinance, but the picture has to be brightened a
bit more so that you can see the details of how thiswill affect your total home ownership
abilities. You can learn the details by using a mortgage cal culator to help you.
Depending on what your goals are, you will be ableto seeif thisisawise move or if
you should be looking for another solution to your problem.

How To Break It All Down

For anyone looking to invest in a mortgage or to refinance their mortgage, the goal isto
know what to expect. Y ou should know what you are going to pay per month. Y ou
should know how much you will pay in al (interest and principle together) as well as
how long you will be making payments. When you refinance you loan, you take what
you currently have and make changes to it in the hopes of accomplishing your goals.



For example, if you want to save money on your loan in total, then you will want to be
sure to get alower interest rate on your loan or use a shorter terms for that loan. If you
want to have a smaller monthly payment to pay on your loan, then the best course of
action here would be to extend the terms of your loan back to their original terms (if you
have been paying on your 30 year mortgage for 5 years, instead of having just 25 more
to go, you would re-extend them to 30 years and start over.)

Using A Mortgage Calculator To Get Answers

When it comes to refinancing, you want to know what you will save. You can usea
mortgage calculator to help you to learn this. Here's an example of what refinancing
may Ccost you or save you.

Your original interest rate: 7 percent

The original amount you borrowed to buy your home: $200,000
The original loan term that you had: 30 years

The number of months |eft to repay the original loan: 120

New interest rate you can get: 6.5

New loan amount you are borrowing: $180,000

New loan term: 30 years

Theresults are smple to see. Your old loan would cost you about $1330 per monthin
payments while the new loan will save you by reducing your monthly payment to
$1138. Thisisasavings per month of $193, which is significant for most people. Yet,
you do need to look alittle farther.

Thetotal cost of your original loan would be 4479,018 while the new loan will cost you
$409,580. This saves you over $69,400 in total cost by refinancing. Thisisan ideal
investment because you are doing severa key things. First, you have areduction in the
interest rate of your loan, which nearly always saves you money. More so, you are a'so
seeing areduction in the amount of money that your new loan will be. If thisisthe
same as the original loan, (for exampleif you want to get some cash out of your home)
you may not see as much savings.

In this type of loan, you are refinancing and will likely save money, but that is not
awaysthe case. If you refinance for alonger term, asin this case, you do lose the time
and payments that you have made currently on your home. Y et, when you reduce the



amount that you are borrowing thisis not afactor. What isimportant to noteisthat all
of these variables can change. Theinterest rate available to you can be based on your
credit score. If you are looking for an adjustable rate loan, then there is no definite way
to see what could and could not happen in terms of cost.

The best thing for anyone that is considering a mortgage refinance to consider isto use a
good mortgage cal culator to help you to clearly see how much money you could save,
how much money you can keep in your pocket each month! For most people, the goa is
to lower their monthly payment, but remember too that you can drop your terms,
increase them, or even borrow against the equity that isin your home to pay down credit
cards or to buy something. Refinancing your loan puts you in the position to make
decisions with your money. Use a mortgage calculator to help you to see where and

how you should do this. It will clearly help you to find the most beneficial investment

in the short term and in the long term.
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