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Refinancing your mortgage can be a smart financial move —
whether you want to lower your monthly payment, reduce your

interest rate, convert an adjustable-rate mortgage to a fixed one,
eliminate mortgage insurance, or tap into your home equity. This

guide explains the 5 most important things you need to know
BEFORE you refinance, written in simple, clear language anyone

can understand.

INTRODUCTIONINTRODUCTION



Before refinancing, you should be clear about WHY you want to
refinance.

Common Reasons to Refinance:

Lower your monthly payment
Get a lower interest rate
Switch from adjustable-rate to fixed-rate
Remove mortgage insurance (FHA to Conventional)
Take cash out for home improvements, debt payoff, investments,
or emergencies

Important Tip:

A refinance only makes sense if it helps you move closer to your
financial goals. Knowing your purpose helps your loan officer
recommend the best program for your situation.

1. KNOW YOUR GOAL FOR REFINANCING1. KNOW YOUR GOAL FOR REFINANCING
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The break-even point is how long it takes for the savings from
refinancing to cover the cost of refinancing.

How to Calculate It:

Total refinance costs ÷ Monthly savings = Break-even months

Example:

If refinancing costs $5,000 and your payment drops by $200/month:
Break-even = $5,000 ÷ $200 = 25 months

Additional Consideration:
Also consider other factors like paying off debt on a cash-out
refinance — your break-even could be much sooner if you eliminate
high-interest debt or improve your monthly cash flow.

Important Tip:
If you plan to sell soon, a refinance may not be worth it unless you’re
doing a cash-out for debt payoff or financial relief.

2. UNDERSTAND YOUR BREAK-EVEN POINT2. UNDERSTAND YOUR BREAK-EVEN POINT
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Your home’s equity plays a major role in refinancing.

Why Equity Matters:
Determines if you qualify
Impacts interest rate
Affects mortgage insurance requirements
Determines how much cash-out you can receive

How to Estimate Your Home Value:
Comparable recent sales
Online value estimators (not always accurate)
Professional appraisal during the refinance

Important Tip:
Your lender will help you estimate value before ordering the
appraisal, so you don’t waste money.

3. YOUR HOME’S CURRENT VALUE MATTERS3. YOUR HOME’S CURRENT VALUE MATTERS
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Even for refinances, your credit profile and income play a major
role in approval.

Typical Credit Factors:
Payment history
Credit card balances
Total credit usage
Recent credit inquiries

Why Income Matters:
Your debt-to-income ratio must still meet loan guidelines
Stable employment is required for most refinance programs

Important Tip:
Paying down credit cards before refinancing often improves approval
chances AND interest rates.

4. CREDIT SCORE & DEBT-TO-INCOME RATIO STILL

MATTER
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Depending on your current loan type, different refinance
programs may be available.

Most Common Options:
Conventional Rate & Term Refinance
Conventional Cash-Out Refinance
FHA Streamline Refinance (no income or appraisal required)
FHA Cash-Out Refinance
VA IRRRL (Streamline for VA loans)
VA Cash-Out Refinance
USDA Streamlined Assist Refinance

Important Tip:
Choosing the right program can save you thousands long-term —
always compare options with your loan officer.

5. KNOW YOUR REFINANCE OPTIONS (ALL LOAN

TYPES)
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Myth 1: “You must lower your rate by at least 1 percent for it to be
worth it.”
Truth: Even a smaller rate drop can save thousands depending on
loan size.

Myth 2: “Refinancing resets your loan back to 30 years.”
Truth: You can choose 10, 15, 20, 25, or 30-year terms — you’re in
control.

Myth 3: “Refinancing costs too much.”
Truth: Many refinances offer low or no-cost options depending on
rate.

Myth 4: “My credit must be perfect.”
Truth: FHA, VA, and some Conventional programs allow for flexible
credit.

Myth 5: “I can’t refinance if I have an FHA or VA loan.”
Truth: FHA and VA loans have the easiest refinance programs
available.

6. THE 5 MOST COMMON REFINANCE MYTHS6. THE 5 MOST COMMON REFINANCE MYTHS
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Understanding these 5 key areas before refinancing will help you
make a smart, informed decision. Whether you're lowering your rate,
improving your monthly payment, tapping into equity, or removing
mortgage insurance, the right refinance strategy can save you money
and strengthen your financial future.

SUMMARYSUMMARY

Ready to explore your refinance options?

Schedule your free 15-minute strategy call: 👇👇👇
https://calendly.com/alexvalorhf/15min
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