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Why refinance?  (Disclaimer:  You need professional advice with a Financial Planner)
1. To lower your interest rate on your existing loan.

a. This is the most common reason
b. Compare Closing costs, appraisals and points vs. the total interest saved and see if it's worth going down that path.
2. To change the terms of your loan from 30 to 15 years
a. With 30 year loan, you usually end up paying at least double the original value of the home.
b. Usually with a 15-year loan the rates are at least 1/8 lower although you end up paying a higher monthly premium, you still save a lot more.
i. Example:  150,000 home @ 6.5% for 30 years ends up at $341,318.
ii. Same $150,000 borrowed for a 15-year with 1/8 off interest or 6.375% ends up paying 233,347.
iii. A total savings of $107,971!!
c. Usually for a 30 year mortgage, you're paying interest for the greater part of the time. It takes 24 years to reduce the mortgage to 1/2 of the originally borrowed amount.
i. 1st 15 years less than 20% of your money is going towards the principal.
ii. 91% of your payments go towards interest the first 7 years!
3. To go from an ARM to a Fixed rate loan

a. ARMs are beneficial to lenders because they can adjust it for borrowers when the market tanks (interests go way up), and they can't make money on their fixed rate mortgages - after all the interest is fixed.
b. If you have an ARM it may be time to convert it as it's not beneficial for you the borrower.
4. To get cash out of your home to pay off high interest rate credit cards

a. aka HELOC (Home Equity Line Of Credit).  Use these conservatively. Get rid of the credit cards.  Don't use them again!

Other Options:

Borrowing against your vested 401K - Paid back to the account as a 5-year loan.

Downside here is you're paying back with after-tax money, and you get taxed again when you withdraw the money in retirement.

If you don't pay back in time, then it's considered a withdrawal which you'll end up being taxed on and also pay a 10% penalty on - if this occurs before you're age 59 1/2.

Stay away from 0% credit cards, as the interest jumps after a while if you don't make the payments on time.  Some people have used them to move money from account to those cards and evenutally take advantage of lower interest rates.  If you'll go to that extreme, you should instead manage your money and stay out of debt in the first place.

If you must borrow money there are web sites like prosper.com which connect people and helps put borrowers in touch with lenders.  They'll track your credit score and allow lenders to bid on the amount you want to borrow.  It also tracks your repayment plan and will report you to Credit Bureaus and Collecting agencies if you default on the loan.  The borrower gets also to tell their story.

At the end, it makes sense to just spend time managing your money.  How many did the budget we shared last time?
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