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Rebecca Malik started an online contemporary furniture store in June, and already she is
thinking of expanding it.

"We've been trying to ramp it up and get it going," she said.
Among the changes she is considering: beefing up the marketing budget and the inventory.

But she is wondering how to go about financing it. She and her husband, Raj, an in-house
counsel for an information technology company, think that taking a home equity line
of credit against their Dupont Circle two-bedroom condo could be a good option.

The couple, who are in their early 30s, bought their condo eight years ago for about
$330,000. Last year, the city assessed it at $522,000.

But Malik is wondering: In this economy is it a good idea to take equity out of their home? If
not, what are their other options? Would applying for a small-business loan be a better route?
How difficult are those to get?

First of all, said Mark Avallone, president of Potomac Wealth Advisors in Rockville, Malik
should go back to her business plan. "Before leveraging against a residence, we suggest
thoroughly vetting the business plan and the outlook for success," he said.

Even so, Avallone and one other expert | contacted were leery of using a home equity line
of credit to finance a business venture.

"Borrowing against home equity is risky because a residence is a special place and to put it
at risk for a yet unproven business venture could lead to a difficult personal situation,"
Avallone said. "Even before this credit crunch we urged clients not to over-leverage their
home."

Fred Glave, district director for metro Washington at DC Score, a nonprofit counseling
service for small-business owners, agreed. "In these uncertain times, one can never tell what
the future financial situation will be. Despite the sizable amount of equity in this case, the
size of the loan could leave very little headroom, and if the real estate markets were to
deteriorate any significant further amount, the borrower could be underwater with two loans
on the house."



Avallone and Glave said Malik should consider a bank loan instead. But that still might not
keep the house from coming into play. Banks will require some collateral, which in many
cases could be the same home that the borrower was trying to avoid risking with a home
equity line of credit. They will also require a personal guarantee, which could put the home
in the pot of assets backing up the guarantee, depending upon the net worth of the borrower,
Glave said.

The other drawback is that bank loans take more time to get, while home equity lines of
credit are often granted quickly. "The Maliks need to also consider the time and cost of the
bank process versus the relatively fast and easy accessing of home equity,"” Avallone said. "
'* is a tradeoff, but one that should be considered against the respective risks and merits."

Even in today's climate, however, banks will offer unsecured loans to people with strong net
worth as long as they're borrowing a modest amount, something in the $25,000 to $50,000
range, Glave said. For business owners who cannot get funding through regular channels, the
Small Business Administration has a microloan program that can provide up to $35,000
without collateral through nonprofit intermediary institutions, he said.

If inventory is what she is looking to beef up, Avallone said there is one other option. "She
may want to contact her vendors, who may allow her to finance from them directly,” he said.
"This could be a good time to ask for good terms from suppliers."
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The purchase of bonds is subject to availability and market conditions. There is an inverse relationship between the
price of bonds and the yield: when price goes up, yield goes down, and vice versa. Market risk is a consideration if
sold or redeemed prior to maturity. Some bonds have call features that may affect income.

Certificates of deposits (CDs) typically offer a fixed rate of return if held to maturity, are generally insured by the
FDIC or another government agency, and may impose a penalty for early withdrawal.

Generally, a donor advised fund is a separately identified fund or account that is maintained and operated by a
section 501(c)(3) organization, which is called a sponsoring organization. Each account is composed of
contributions made by individual donors. Once the donor makes the contribution, the organization has legal control
over it. However, the donor, or the donor's representative, retains advisory privileges with respect to the distribution
of funds and the investment of assets in the account. Donors take a tax deduction for all contributions at the time
they are made, even though the money may not be dispersed to a charity until much later.








