Mortgage Matters
By Kenneth Wohl, RCB Bank
May 1, 2021

Mortgage Refinancing Basics
What is refinancing?
A mortgage refinance is when you replace your current mortgage with a new mortgage. There are many
reasons why homeowners may want or need to refinance:
•
•
•
•
•

To shorten the terms of their current mortgage.
To get a lower interest rate than their current mortgage.
To use the equity of the home to finance a large purchase, pay for an emergency or consolidate
debt.
To convert your loan from an adjustable interest rate to a fixed interest rate.
To get the PMI (primary mortgage insurance) requirement removed. Many FHA loans require
mortgage insurance for the life of the loan. A conventional loan will generally not require
mortgage insurance if you have paid your loan balance down to 78% or less of the appraised
value.

When to Refinance
In order to know if refinancing is a good option for you, you need to understand your long-term goals
and your current financial situation. If you are refinancing to take advantage of lower interest rates,
there are mortgage calculators that give you an estimate of how much it will cost to refinance and how
much you can save over the life of the loan.
You also want to consider the break-even point, or how long it takes to earn back the money you spent
to refinance. For instance, if it will take seven years to earn back the money you spent to refinance and
you plan on moving in three years, it is probably a bad idea to refinance your loan.
Your personal finances can also determine if it is a good idea to refinance. If you need lower monthly
payments because money is tight, refinancing might be a good option to relieve the monthly stress of
the payment.

How to Refinance Your Home
In order to refinance your home, you will need to get approved for a loan the same way you did for the
original financing. The first thing to do is have your documentation ready. This can include pay stubs,
bank statements, a credit check, tax documentation and anything else your lender requests. It is also
important to know that a strong credit score will have a positive impact on your refinancing terms. You
may want to wait a few months to improve your credit score before starting the process.
Once your documentation is in order and your credit score is in a good place, you should then apply for
a refinance with several different lenders. Apply at three or four places and do so in a short-time period
so it reduces the impact on your credit score.

After you receive the loan estimate from different lenders, compare those documents and determine
how much you will likely pay in closing costs. Closely compare the lenders’ fees, which could include the
Origination Fee, Discounts Fee, Underwriting, Processing and Tax service Fee. Some third party fees,
such as appraisers and title company fees, will likely be the same no matter what lender you choose.
Choose the lender that works best for you and try to get your rate locked in as soon as possible. Then
you will work with your lender to close on the loan in the exact same way you closed on your mortgage
the first time.
No matter what you decide, do your research and ensure it makes financial sense to refinance before
beginning the process. I am here to help, even if you are not an RCB Bank customer. Feel free to call me
at 405.608.5291 or email me at kwohl@bankrcb.net.
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