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WHAT YOU SHOULD KNOW ABOUT



How to use the booklet

cfpb.gov/mortgages

About the CFPB 

How can this booklet help you?

 

 •

 •

 •

 •



2 3 

Compare a HELOC to other 
money sources

 

MONEY SOURCE HOW MUCH CAN YOU 
BORROW

RATE
HOME AT 

ADVANTAGES

HELOC 
You borrow against 
the equity in your 
home

SECOND 
MORTGAGE OR 

LOAN 
You borrow against 
the equity in your 
home

CASH-OUT 
 

You replace your 
existing mortgage 
with a bigger 
mortgage and take 
the difference in cash

 
You borrow based on 
your credit, without 
using your home as 
collateral
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Compare a HELOC to 
other money sources 

MONEY SOURCE HOW MUCH CAN YOU 
BORROW

RATE
HOME AT 

ADVANTAGES

LOAN 
You borrow from your 
retirement savings 
in a 401(k) or similar 
plan through your 
current employer

MORTGAGE (HECM)
You must be age 62 
or older, and you 
borrow against the 
equity in your home

 
You borrow money 
from the credit card 
company and repay 
as you go

 
You borrow money 
from someone you 
are close to
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How HELOCs work

 • appraisal

 •

 •

borrowing period
draw period

principal

balloon payment



8 9 

   
Shopping around lets you compare costs and 

the best choice for your situation. OFFER A OFFER B OFFER C
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   
Shopping around lets you compare costs and 

best choice for your situation. OFFER A OFFER B OFFER C
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How variable interest rates work

An index

margin

teaser rate

Rights and responsibilities

 •

 •

 •

 •

 •

 •
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If something changes during 
the course of the loan

 •

 •

 WELL DONE!





 ASK YOURSELF

  

 CFPB website
 

  Answers to common questions

 Tools and resources for home buyers

 Talk to a HUD-approved housing counselor

 Submit a complaint

  


