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Nexus Notes 
      July 2014 

Friends, 

 Paying off your mortgage is dumb!  Whenever you have equity in your home, you should pull it all out!   

 

Did that get your attention? 

  

 Product-centric.  I was driving home from a Sunday morning run when I flipped on the local talk radio 

station.  You can always find some expert on some topic at some time during the day on Sundays.  In this case, the 

show was being hosted by a mortgage loan “expert”.  A caller had asked what he could do to get more money using 

his house.  He was retired and his only income was from Social Security.  However, he did own his home free and 

clear, though the market value was not very high.  The expert’s suggestion was to take a cash-out loan against the 

house and use the proceeds for living expenses.  I had to laugh out loud.  This “expert” pulled out the only tool he 

was trained on (mortgage loans) and suggested it would be the answer to the caller’s problems.       

Scary. Let’s see what might happen if this caller takes the advice.  He was doing okay income-wise with his 

Social Security, but wanted some extra money.  His home was worth about $75,000.  Let’s assume he takes a cash-

out loan for the maximum amount.  At 80%, this would be $60,000.  At today’s mortgage rates of around 4.4%, his 

payment on a 30 year fixed mortgage would be about $300 per month.  Further, let’s assume he wants to use around 

$200 per month for some extra spending.  To make things simple, let’s say he deposits the $60,000 (ignoring any 

closing costs that would actually make this amount less) into a savings account (earning practically 0%).  He then 

begins withdrawing the mortgage payment and the extra $200 from this account.  At this rate of withdrawal, the 

$60,000 will last 10 years.  The problem?  He still has about $47,750 left on his mortgage at that time.  Now what? 

Beware of people who peddle a limited set of solutions to solve complex situations.  They may be an expert 

in their field, but they may try to use a screw driver on a nail.  The screw driver is an excellent tool.  Unfortunately, 

the nail is going to require something quite different.         
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