
 

 

 
Understanding HELOCs: A Flexible Financing Option for Homeowners 
What to know before tapping into your home’s equity 

If you’re a homeowner looking to fund a major expense – whether it’s a home renovation, education 
costs or debt consolidation – a Home Equity Line of Credit (HELOC) may be worth considering. 
HELOCs offer a flexible way to borrow against the equity in your home, but like any financial tool, 
they come with important considerations. Here’s a closer look at how HELOCs work and what to 
keep in mind before using this financing option:  
 
What is a HELOC? A HELOC is a revolving line of credit secured by your home’s value. Unlike a 
traditional loan, which typically provides a lump sum upfront, a HELOC allows you to borrow as 
needed during a “draw period,” typically lasting five to ten years. During this time, you can access 
funds up to a pre-approved limit – similar to a credit card. After the draw period ends, you enter the 
repayment phase where you are responsible for paying back the loan over a preapproved time 
period. This repayment period can range from 10 to 20 years depending on the terms of the loan. 
   
What are the benefits of a HELOC? HELOCs offer several advantages for homeowners seeking a 
flexible and cost-effective way to access funds: 

• Borrow as needed: One of the primary advantages is the ability to borrow only what you 
need when you need it. You only draw funds when expenses arise, making HELOCs ideal for 
projects with evolving budgets or timelines. 

• Lower interest rates: Because HELOCs are secured based on the value of your home, they 
often come with lower interest rates than unsecured loans or credit cards. 

• Potential tax benefits: If the funds are used for qualified home improvements – such as 
remodeling a kitchen, adding a bathroom or upgrading energy systems – the interest paid 
on the HELOC may be tax-deductible. However, tax laws can be complex and subject to 
change, so it’s important to consult a qualified tax advisor to confirm your eligibility and 
ensure proper documentation. 

  
Understand the risks. While HELOCs can be a smart financial tool, they’re not without risks and it’s 
important to understand them before tapping into your home equity. Because your home serves 
as collateral, failure to repay the loan could result in foreclosure, putting one of your most valuable 
assets at risk. This is especially critical if your financial situation changes unexpectedly due to job 
loss, illness or other life events. A financial advisor can help you determine whether a HELOC aligns 
with your overall financial strategy and risk tolerance. 
   
Plan your borrowing carefully. Before opening a HELOC, take time to evaluate your financial 
situation and borrowing needs: 

• Can you comfortably afford monthly payments – even if interest rates rise? 
• Are you using the funds for a purpose that supports your long-term financial goals? 
• Do you have a clear plan to repay the balance before the repayment phase begins? 
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It’s also wise to compare offers from multiple lenders, paying close attention to interest rates, fees 
and repayment terms. 
 

Keep good records. As with any financial product, documentation is key. Track your withdrawals, 
payments and interest charges. If you use the HELOC for home improvements, save receipts and 
invoices in case you need to verify expenses for tax purposes or future resale value. 
   
When used thoughtfully, a HELOC can be a flexible solution to support your goals – whether you’re 
planning a remodel, funding education or consolidating debt. Partnering with a financial advisor can 
help you determine whether a HELOC fits into your broader financial plan and how to use it wisely. 

### 
  

Investment products are not insured by the FDIC, NCUA or any federal agency, are not deposits 
or obligations of, or guaranteed by any financial institution and involve investment risks 
including possible loss of principal and fluctuation in value.  
 
Ameriprise Financial Services has a partnership with this financial institution to provide financial 
planning services and solutions to clients. The financial institution is not an investment client of 
Ameriprise but has a revenue sharing relationship with us that creates a conflict of interest. Details 
on how we work together can be found on ameriprise.com/sec-disclosure.  
 
This information is being provided only as a general source of information and is not a solicitation 
to buy or sell any securities, accounts or strategies mentioned. The information is not intended to 
be used as the sole basis for investment decisions, nor should it be construed as a 
recommendation or advice designed to meet the particular needs of an individual investor. Please 
seek the advice of a financial advisor regarding your particular financial situation.  
 
Ameriprise Financial cannot guarantee future financial results.  
 
Ameriprise Financial, Inc. and its affiliates do not offer tax or legal advice. Consumers should 
consult with their tax advisor or attorney regarding their specific situation.  
 
The financial institution and Ameriprise Financial, Inc. are not affiliated.  
Investment advisory products and services are made available through Ameriprise Financial 
Services, LLC, a registered investment adviser.  
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