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Welcome to your

refinance guide
Let’s make refinancing easy.
This guide takes the guesswork out of
refinancing, with helpful information on
everything from application to closing.
We’ll walk you through your lending options,
help you assess the cost of refinancing and
even take you step by step through the process.

Be sure to watch for the home icon:
It guides you to tools, technology and
information that can make refinancing
easier from start to finish.

Why

refinance?
Would you like to:
•

Lower monthly mortgage payments

•

Eliminate Private Mortgage Insurance (PMI)

•

Consolidate debt

•

Pay off loans faster

•

 et cash from the equity in your home for
G
projects such as home improvements

If you answered yes to any of the above,
refinancing may be a smart choice for you.
But there are plenty of factors to consider
before you get started.
Keep reading to learn more about:
•

Which lending solution may be right for you

•

How to get the best rates

•

How to estimate the costs of refinancing

How refinancing

works

On the next few pages, we’ll help you
understand and compare your lending options
so you can determine which one best suits
your needs.

TRADITIONAL REFINANCE
When you refinance, you replace your current
mortgage with a new mortgage loan that
typically offers a lower rate.
With a traditional refinance, you can usually
expect:
•

Lower interest rates
CHECK RATES IN YOUR AREA

•

Lower monthly payments

•

Longer minimum loan terms

•

More fixed-rate options

And ask us about a no-closing-cost option.*

*A no-closing-cost loan generally carries a higher interest rate than a
loan where the consumer pays the closing costs.
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SECOND
MORTGAGE OPTION
If your current first mortgage rate is better
than the rates now available, and you are
looking to refinance to access the equity in
your home, a second mortgage may be an
option to consider. A second mortgage places
an additional lien against your home and
requires a separate monthly payment from
your first mortgage.
A second mortgage is a product available to
eligible customers who have equity in their
homes. That equity can also be leveraged and
converted to a Home Equity Line of Credit that
may help finance additional expenses that
arise, such as home improvements, college
expenses and more.*

*Subject to credit approval.
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With a PNC Choice Home Equity Line of
Credit, you can typically expect:
• Lower closing costs than a traditional mortgage
• The interest you pay may be tax deductible*
• A minimum credit line starting at $10,000
• Access to the funds you need when you need them,
up to your credit limit, for your line of credit with
a Visa® Choice Access Card, convenience checks,
Online Banking or at any PNC branch
• The option to fix the interest rate on all, or a portion,
of your borrowed amount. This can help to protect
against potential rate hikes, making it perfect for
consolidating higher interest rate debt or using
on larger-scale expenses. And with each monthly
principal payment you make, those funds once again
become available for you to borrow.

LEARN MORE ABOUT HOME EQUITY
LOANS AND LINES OF CREDIT

*Consult a tax advisor regarding the deductibility of interest.

Estimating costs

and payments
Understand the key factors that impact the total
cost of refinancing – so you can choose the right
solution for you.

GETTING THE BEST RATES
Lenders look at your risk profile to determine
the exact refinancing rate they will offer –
usually based on a combination of the following
factors:
1) Credit score
Your credit score is the first and biggest factor a
lender considers when determining your rate. It
takes an excellent score – usually 740 and above
– to get the best possible rate.
What factors impact your credit score?
•

The length of your credit history

•

The amount of outstanding debt you owe

•

Your payment history

•

New credit that you’ve recently opened

•

The type of credit you’re using
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How can you track your score?
You can get a free copy of your credit report
every 12 months from each credit reporting
company at annualcreditreport.com, and buy a
copy of your FICO score from MyFICO.com.
FICO scores range from 300 to 850, and
anything above 670 is generally considered
good. Excellent scores, usually above 740, can
typically help you qualify to get the best rates.
FICO SCORE

RANKING

800 Plus

Exceptional FICO Score

740–799

Very Good FICO Score

670–739

Good FICO Score

580–669

Fair FICO Score

579 & Lower

Poor FICO Score

Source: experian.com

2) Loan to Value Ratio (LTV)
This is the loan amount you are requesting
divided by the appraised value of the home.
Typically, the higher the LTV ratio, the higher
the rate.
CHECK RATES IN YOUR AREA

FICO is a registered trademark of Fair Isaac Corporation.
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ESTIMATING CLOSING COSTS
When your refinancing is finalized, you won’t
pay all of the same closing costs that you
did when you purchased your home, but be
prepared for the following:
Origination Fees
These are the lender’s charges for processing
your mortgage.
Settlement Services
This includes expenses paid to other parties on
your behalf, such as fees for appraisals, title
search, credit reports and document recording.
Interest Prepayment
If you close a loan before the end of the month,
the lender may require you to prepay interest on
the loan for the number of days until the end of
the month, depending on the option chosen.
Tax and Insurance Escrow Deposits
Depending on your situation, you may have to
make initial deposits into an escrow account
to pay for real estate taxes, homeowners
insurance and flood insurance, as applicable.
WHAT WILL MY CLOSING COSTS BE?
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LOWERING CLOSING COSTS
Some services required for closing must be
purchased by the lender, such as the appraisal
on your home. But for other services, you can
shop around to get the lowest possible price,
such as title services. And in some cases, the
loan can be structured to include the closing
costs in the loan amount, thus reducing the
amount of cash you need at closing. In any case,
putting aside 3% of the loan value for closing
costs should cover your bases.
Ask a Mortgage Loan Officer about PNC’s
no-closing-cost option.*

LOWERING OVERALL COSTS
Sometimes you can negotiate a lower interest
rate by paying discount points at closing.
Typically, each point represents 1% of the loan
amount. Think of it like “buying” a lower interest
rate that you can enjoy for the life of your loan.
Ask a Mortgage Loan Officer for
additional details.
SHOULD I PAY POINTS TO
LOWER THE RATE?

*A no-closing-cost loan generally carries a higher interest rate than a
loan where the consumer pays the closing costs.
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ESTIMATING MONTHLY
PAYMENTS
Many people choose to refinance to lower their
monthly mortgage payments and add flexibility
to their budgets. Your new monthly payment
after refinancing will depend on the following
factors:
•

The amount you need to borrow

•

Your new interest rate

•

Annual property taxes and insurance

•

The number of years in the term of
your mortgage

And, if you are currently paying Private
Mortgage Insurance (PMI), be aware that
you may be able to cancel it, especially if the
principal balance of your loan is less than
80% of your home’s value. Ask me for more
information.
Use our calculator to determine how much
your monthly mortgage payments will be after
refinancing.
HOW MUCH WILL MY MORTGAGE
PAYMENTS BE?
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IS REFINANCING RIGHT
FOR YOU?
Now that you know how to estimate the costs
of refinancing and your monthly payments,
you can find your break-even point. This is the
length of time you need to stay in your home
to offset refinancing costs, and it can help you
decide if refinancing may be worth it.
Here’s how to calculate your
break-even point:

(

Cost of Refinance
Monthly Savings

(Proposed Payment – Current Payment)

= Months to Break Even

)

For example, if the total cost to refinance is $1,800
and your monthly savings is $300, your break-even is
$1,800 / $300 = 6 months. If you plan to stay in your
home for more than 6 months, refinancing is likely the
right option for you. You should consult a Mortgage Loan
Officer for a full analysis of your specific situation.

AM I BETTER OFF REFINANCING?

Working with

PNC

BEFORE YOU GET STARTED
Now that you’ve determined refinancing may be
right for you, what can you expect?
To apply for a refinance, you’ll need to provide
information about your income, assets and
debts, plus any special circumstances that may
impact your ability to repay.
Use our application checklist to ensure
you have all of the materials you need
to refinance.
APPLICATION CHECKLIST

Working with
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DURING THE
REFINANCE PROCESS
With Home Insight® Tracker, managing your
mortgage application is easier than ever. Use
this tool on your desktop, tablet or smartphone
to get a comprehensive view of where you stand
in the process from application through closing.*
Learn how this tool can help you manage your
mortgage application.
HOME INSIGHT TRACKER

AFTER CLOSING
Managing your mortgage is easier than ever
with Online Banking. It’s your one-stop hub to
sign up for automatic payments, receive online
statements and more.
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