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HELOC Financial Strategy Repﬂ

Date: 3/6/2026 o
Primary Goal: home_renovation

01. Executive Brief: The Advisor's View %

I've carefully reviewed your financial snapshot, specifically focusing on how leveraging your

equity can fuel your renovation goals. At an 80% combined loan-to-value, you are positioned rig

at the threshold many lenders consider the 'sweet spot' for approval, though your current cash flow

requires some tightening. Let's look at how we can transition this equity into a higher property value )

while managing the upcoming repayment shifts.

Maximum Estimated Credit Line: $50,000
Estimated Starting APR: 9.00%
CLTV Ratio: 80.00%
DTI Ratio: 45.65%
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02. Goal Analysis 4
Economic Impact: Investing $50,000 into a $600,000 property is pro%eld a $37,500 increase in

immediate value, effectively recapturing 75% of your spend in equity. This tegically offsets mild
inflation by converting liquid debt into a tangible, appreciating asset.

Advisor's Note: Prioritize projects with high Resale Value (ROI) like kitchen updates @r baths to

ensure the $37,500 estimate holds firm against market fluctuations. &:
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03. The Ultimate Comparison: Why a HELOC? 4

Tool Est. Rate Pros Q
HELOC 9.00% Extreme flexibility. Pay only for what  Varia &n increase costs.

you use.
Home Equity Loan Higher Fixed rates. Predictable payments. Less flexibility; full amount.
Cash-out Refi Market High cash access. Replaces your low e rate.

O
Y o
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04. The Bank's Evaluation: The Three Pillars 4

DTI Ratio CLTV

%
45.65% 80.000

High Risk Healthy %

Pillar 1: Your Equity Cushion (CLTV) o
Your Result: 80.00%

Your Combined Loan-to-Value (CLTV) sits exactly at 80.0%, which is the standard ceiling for most competi)
tive traditional lending products. This means you have successfully maximized your borrowing power without
crossing into the higher-rate 'high-leverage' tiers.

Pillar 2: Cash Flow Resilience (DTI)
Underwriting Stress Test: 45.65%

The bank's stress test shows a DTI of 45.65%, which is a measure of your repayment resilience. Since this
exceeds the preferred 43% benchmark, lenders will view your monthly cash flow as being under significant
pressure.

Pillar 3: Your Credit Pricing

A credit score of 735 is solid, but with a 9.00% effective rate, the bank is pricing in the risk associated

with your higher debt-to-income ratio. Improving your score to 760+ could potentially shave points off future
resets.
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05. The 240-Month Roadmap: A Lifetime View 45

Phase Monthly Payment Advisor's View

Draw Period (Yrs 1-10) $375 During the first 10 yea 5 interest-only pay-
ment offers maximum fle hile you complete
renovations. However, your curre thly deficit of

$166.67 suggests that using thi
cut other costs is essential.

0 aggressively

Repayment (Yrs 11-30) $583 In year 11, the 'honeymoon' ends as yo
down principal over 20 years. You will ne
cleared other consumer debts by this point to
modate the mandatory $583 monthly commit

$375 $583

Draw Period Repayment Period

Payment Shock Warning: Be prepared for a significant payment jump of $208 per month once the draw
period closes. This 55% increase in monthly obligation will happen instantly at the 10-year mark.

Your 20-Year Journey

Looking at your 20-year journey, your $115,000 income, assuming a 3% annual growth rate, will reach nearly
$200,000 by the time your HELOC is fully repaid. This income trajectory is your strongest defense against
interest rate resets and future payment shock, provided you maintain a steady career path and avoid further
high-interest consumer debt. Inflation, though currently mild, will likely erode the real value of your fixed-rate
mortgage over the next two decades, effectively making your housing costs more affordable relative to your
growing income.

By year 10, your renovation will have matured in value, and your initial $50,000 draw will represent a much
smaller percentage of your total net worth. As your income rises, the gap between your $583 repayment
and your take-home pay will widen, allowing for easier absorption of the payment shock. However, your
current monthly savings of -$166.67 is the primary obstacle; your 20-year roadmap must prioritize bridging
this $2,000 annual deficit through disciplined budgeting to ensure that your home equity growth isn't offset
by mounting credit card balances elsewhere. This score reflects how your leverage, cash flow pressure, and
potential payment shock interact under our professional risk model.
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06. Stress Test: Preparing for Rate Hikes 45

If your 9.00% rate jumps to 11.00%, your interest-only payment would 0458 an $83 increase. On
a repayment basis, this could add $1,500 annually to your debt obligations.

Advisor Tip: Adopt a 'shadow payment' strategy where you pay $583 now, buﬂdnﬂ@ r and simulating
your future repayment lifestyle. &

OQ)
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07. Your "Bank Readiness" Checklist 4

- Verify $115,000 income with current W-2s and paystubs o

- Confirm renovation plans align with local market appreciation

- Document that the $430,000 mortgage is in good standing (&
- Maintain 735+ credit score through the application window Q;

Since you are currently operating with a monthly deficit of $166.67, | strongly recommend a '90-da:
spending fast' focused on non-discretionary expenses. Your priority must be to flip that negative
savings rate into a positive before the HELOC is fully utilized. Look specifically at subscription services,
dining out, and impulse retail purchases; finding just $200 in monthly savings would stabilize your
position and turn your renos into a win rather than a burden.

Special Recommendation for Your Situation %

Secondly, focus on tactical credit score improvement. Since you are at 735, getting over the 740 or
760 hump could qualify you for lower margins during your next refinance. Pay down small credit card
balances to keep individual card utilization under 10%. With your CLTV at 80%, you have zero margin
for error with the bank; keeping your DTI under control via debt paydown is the only way to ensure
future financial flexibility.
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08. Appendix & Assumptions 4

Model: HELOC Risk-Exposure Engine v3.0 o

Key Inputs: (&
» Home Value: $600,000
» Mortgage Balance: $430,000
* Credit Score: 735

* Annual Income: $115,000 Q)

« Monthly Debt: $4,000

Disclaimer: This report is for educational planning purposes only. It is not a loan commitment or financial advice. HELOC
rates are variable and actual terms depend on the final lender contract. Consult with a licensed financial advisor before
making any financial decisions.
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