
Putting Your Home Equity to Work For 
You 

 

What does it mean to put my home equity to work? 
​
When people refer to "putting their home equity to work," they mean using the equity 
they've built up in their home to achieve financial objectives. Home equity is the portion 
of your property that you truly own. It's the current market value of a home minus what 
is still owed on the mortgage. Over time, as you pay down your mortgage and as your 
property value appreciates, your home equity increases. 

There are several ways to "put your home equity to work," including: 

1.​ Home Equity Loan: This is a loan where your equity serves as collateral. The 
amount you can borrow is determined by your equity and credit score. The funds 
can be used for large expenses such as renovations, medical bills, or to 
consolidate high-interest debt. 

2.​ Home Equity Line of Credit (HELOC): This is a revolving line of credit that uses 
your home as collateral. Similar to a credit card, you can borrow as much as you 
need, when you need it, as long as you don't exceed your credit limit. 

3.​ Cash-out Refinance: This involves replacing your current mortgage with a new 
one for a higher amount, and you take the difference in cash. This is usually a 
good option when interest rates are lower than your existing mortgage rate. 

4.​ Reverse Mortgage: This is typically for older homeowners who want to convert 
part of their equity into cash. This can provide an income stream during 
retirement. However, it's important to carefully consider the terms, as this can 
affect the inheritance you might leave to heirs. 

5.​ Home Improvements: Investing in home improvements can increase the value of 
your property, and therefore increase your home equity. This can range from 
necessary repairs to luxury additions. 

It's important to note that using your home equity involves risk. If you don't repay the 
loan or meet the loan terms, the lender could foreclose on your home. As with any 
financial decision, it's wise to consult with a financial advisor to understand the 
potential risks and benefits. 



 

How can I tap my home equity? What are my options? 
​
There are several ways to tap into your home equity. Each method has its own 
advantages and disadvantages, and the best choice for you depends on your individual 
circumstances, including your financial needs, the current market conditions, and your 
ability to repay the loan. Here are the main options: 

1.​ Home Equity Loan: This is essentially a second mortgage on your home, where 
the bank lends you a lump sum that you repay over a fixed term at a fixed interest 
rate. This is a good option if you need a large amount of money for a specific 
purpose, such as a home improvement project or a major purchase. 

2.​ Home Equity Line of Credit (HELOC): A HELOC is a revolving line of credit, similar 
to a credit card. You can borrow up to a certain amount, repay it, and borrow 
again. HELOCs typically have a variable interest rate, which can make your 
payments unpredictable. This is a good option if you want flexibility in borrowing 
and repaying. 

3.​ Cash-Out Refinance: In a cash-out refinance, you refinance your existing 
mortgage for more than you owe and take the difference in cash. The new 
mortgage will have a different interest rate and payment schedule than your 
original mortgage. This can be a good option if interest rates have dropped since 
you got your original mortgage, as you could potentially lower your monthly 
payment and get cash. 

4.​ Reverse Mortgage: If you are 62 or older, you may qualify for a reverse mortgage, 
which allows you to convert part of your home equity into cash. Instead of 
making monthly payments to a lender, the lender makes payments to you, based 
on a percentage of your home's value. The loan must be repaid when you sell the 
home, move out of the home, or pass away. 

It's important to note that tapping into your home equity means your home is used as 
collateral. If you are unable to make the payments, you could potentially lose your home. 
Always consult with a financial advisor before making decisions about tapping into your 
home equity. 
 



What are some good uses for my home equity? 
How you use your home equity depends on your personal financial goals and 
circumstances. However, there are several common uses for home equity that could 
potentially provide you with a good return on investment or improve your financial 
situation: 

1.​ Home Improvements: Investing in your home can potentially increase its market 
value. Renovations or improvements like kitchen and bathroom updates, adding 
energy-efficient features, or a home expansion can make your home more 
enjoyable to live in and potentially more attractive to future buyers. 

2.​ Debt Consolidation: If you have high-interest debts such as credit cards or 
personal loans, using your home equity to pay these off can result in substantial 
savings. Home equity loans or HELOCs typically have lower interest rates than 
credit cards, making this a popular use. 

3.​ Education: Home equity can be used to invest in your own or a family member's 
education. Given the increasing cost of higher education, this can be a viable 
option for many families. 

4.​ Real Estate Investment: Some homeowners use their home equity to invest in 
other properties. This could provide a source of rental income or a profit from 
selling the property in the future. 

5.​ Emergency Fund: A HELOC can serve as a source of emergency funds, giving you 
flexibility and peace of mind knowing you can handle unexpected expenses. 

6.​ Retirement: Some people use a reverse mortgage to provide income during 
retirement, although this should be carefully considered due to the potential 
downsides. 

While these are some possible uses, it's crucial to remember that when you tap into your 
home equity, your home is used as collateral. If you're unable to make repayments, you 
could lose your home. As such, it's generally advised that home equity not be used for 
short-term expenses or consumables that don't increase your financial stability or 
wealth. Always consult with a financial advisor before making decisions about using 
your home equity. 
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