
                                                          HELOC vs. Home Equity Loan: What’s the Difference? 

A HELOC is a line‐of‐credit, as its name implies.  It works like a credit card, allowing peo‐
ple to borrow and pay back the equity in their home at some interest rate.  The interest 
rate can be variable or fixed, and the interest is simple interest, not compound interest.  
People can typically access their HELOC much like a checking account, wriƟng checks 
against the equity in their home.  The home is used as collateral, so essenƟally a HELOC is 
a simple interest, secured credit resource hybrid of a credit card and checking account. 

A Home Equity Loan, in comparison, is a second mortgage on your home.  It’s compound 
interest and funcƟons exactly like a mortgage loan, because that’s what it is.  It’s a lump 
sum principal balance paid back to the lender on an amorƟzaƟon schedule, using the eq‐
uity of the home as “cash out” and securing the debt with the home asset.   

So the two have the similarity of using the home as collateral, but  one is simple interest 
with “in and out” money, and the other is compound interest with a lump sum balance. 

Ready for Tax Time? 

It’s right around the corner.  If you own a corpora‐
Ɵon, they’re due in March.  And for individuals, 
April is “Tax Month”.   Are you organized? 

If you own a business, be sure to talk to your tax 
preparer about deducƟons you can take as an en‐
trepreneur.  In many cases you might be pleasantly 
surprised to make use of deducƟons that you might 
be enƟtled to as a business owner.  Here’s a parƟal 
list to ask about: 
 Certain meals and entertainment expenses  
 Your cell phone and data plan 
 Business use of your home, including uƟliƟes 
 Internet access, home security monitoring 
 Your laptop, PC, tablet or iPad 
 Your Money Management SoŌware 

Be sure to check it out and get the right answers 
for your unique situaƟon by asking your tax expert  
for advice.  Then take the Ɵme NOW to find the 
receipts they’ll need to support the deducƟons. 
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  CLIENT’S CORNER 

Mid‐Winter Goal Review! 

In the midst of winter, everyone’s hibernaƟng in 
the colder climates.  Even in the warmer areas, 
60‐70 degrees seems chilly if you’re not used to 
it.  But things will be heaƟng up soon!  When 
they do, will you be ready to surge forward and 
meet your annual financial goals?   

Take a few minutes to think about where you’d 
like to be, financially, by the end of this year.  
Then make a list of the changes you’ll need to 

make to your money habits in order to get there.  Unlike “New 
Year’s ResoluƟons” that were forgoƩen or obsolete two weeks 
into the year, your goals must be wriƩen down and reviewed 
oŌen. You need to plan for success or it won’t likely happen!

                                               ~Lori & Tom EllioƩ 
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Asking the Right QuesƟons: Developing Rapport with Your Clients 

You wouldn’t go to a party, see an aƩracƟve stranger, walk up to them and earnestly 
propose marriage.  That would be… weird.  AŌer all, you don’t even know them.  You’d 
need to spend some Ɵme together first and see if you’re compaƟble with each other.  

Working with clients is the same way, especially with a topic as personal as money. 

Developing rapport with your clients is a progressive process.  IniƟally you might ask 
some “get acquainted” quesƟons to compare what you offer in relaƟon to their needs, and where they are in their 
“money world” of debt, income, habits and financial literacy to determine if they can be coached effecƟvely.   

“Geƫng acquainted” quesƟons are fairly simple and non‐threatening, providing arms‐length insight asking things like 
“On a scale of 1 to 10, how close are you to meeƟng your financial goals?” or perhaps, “How do you like to spend your 
free Ɵme?”  They’re “conversaƟon starters” to open a dialogue about where they are versus where they want to be. 

AŌer some iniƟal discussion, clients will start to share more details as you earn their trust by showing a legiƟmate in‐
terest in their lives.  Somewhere along the way, they will likely ask you some quesƟons in return, “feeling you out” to 
decide whether or not you can help them reach their goals.  If they’re asking “feel out” quesƟons before you have es‐
tablished your credibility, the quesƟons are typically guarded and asked out of skepƟcism to test you.  If they ask ques‐
Ɵons aŌer you’ve established your credibility, it’s an indicator that they trust you and value your experƟse.   

It’s usually unproducƟve to ask deeper quesƟons like “How many debts do you have?” or “How much do you owe in 
total?” unƟl the rapport and trust are firm, and when the client is no longer “guarded”.  Remember, your value to your 
client is what you can do for them, not what they can do for you.  You have to earn the opportunity to help them.   

COACH’S CORNER 
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                                              The Bank Isn’t Doing You Any Favors: Things to Consider Before You Refinance  

Realize this: lenders are in the business to sell money.  The price tag for loaned money is 
interest.  Interest is  your lender’s bread and buƩer.  You are the source of their income.  
And they are very, very savvy on how to maximize the amount of interest you pay them.  
When it comes to paying interest, you have nothing to show for it. 

So when a bank adverƟses that you can skip one (or even two) payments as part of a re‐
finance, they are sugar‐coaƟng extra interest you’ll pay them.  It means the money you’re borrowing is 

exposed to interest charges for an addiƟonal two months, early in the loan when the porƟon of interest 
in the total payment is at it’s highest.  They’re fleecing you of your money and making you feel like it’s a “benefit.”  
Likewise, adverƟsing “no out‐of‐pocket closing costs” doesn’t mean they’re waiving the closing costs.  It means the 
costs are wrapped into the new loan, which means you’re paying even more interest on the loan.  By combining “no 
out‐of‐pocket costs” with “skip‐a‐payment”, they maximize their profits at your expense (with a smile & a handshake.) 
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Helping Heroes with Hardships 

Do you support our 
troops?  Acknowledge 
their sacrifice and 
thank them for their 
service by giving some‐
thing back! Make a 
difference. (CLICK) 

Get a LiƩle “Social”. 

Help Us Help You: Like It, Comment, & Share It! 

We’re hoping you’ll conƟnue to 
support our efforts to spread 
the word on financial literacy! 

Please visit our Facebook Page and Share it & Like it.   
hƩps://www.facebook.com/AchieveLifeAŌerDebt/  

The Cost of Idle Money 
 

Money in a jar, money in an envelope, money in a 
desk drawer… and even money in your wallet… 
it’s “idle cash”.   Since money loses its value over 
Ɵme, due to inflaƟon, keeping large sums of cash 
on‐hand or otherwise not earning interest on it 
means that your cash is cosƟng you money. 

Interest is “magic money” created out of thin air 
simply because Ɵme has passed.  It’s the “goose” 
that lays the “golden egg” in terms of ongoing, 
passive income. 

When you remove 
your money from the 
exposure to accruing 
interest, you basically 
“kill the goose”.   

Interest accrual is a key strategy in paying off debt 
faster, so to build your own nest egg, think twice 
before stashing idle money under your maƩress. 

    

PAGE 3 

WEALTH 

Copyright © The Prosperity SoluƟons Group, a division of Top Tier Business Systems LLC.  All Rights Reserved. 

LIFE AFTER DEBT 

 When We Forget About the Interest 

It’s not by accident that your mortgage statement doesn’t show 
“interest remaining” for the amount you’ll pay if you conƟnue to 
follow the bank’s amorƟzaƟon schedule for your loan. 

It’s an ugly number… scary even… and the 
banks would prefer that you ignore it.  “Out 
of sight, out of mind”, as the saying goes. 

It’s so far out‐of‐mind that we don’t even 
menƟon it in conversaƟon.  For instance, if 
you have a $200,000 mortgage at a 4.5% 
fixed rate for 30 years, your total payments 
would be about $384,000… or 182% of what 
you borrowed.  Yet if someone were to ask 
you what you paid for your house, you’d likely say “$200,000.“ 

Lenders are that good at making us that numb to interest we pay 
them.  But here’s the magic secret: Future  interest doesn’t exist 
unƟl Ɵme passes to create it.  So if you find ways to reduce your 
exposure to interest charges with strategies that reduce your 
principal balances faster, you keep more of those interest dollars 
in your own pocket rather than giving them to your lenders. 
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GIVING BACK 

 

   A Quotable Quote on Money and Time 

“Many people take no care of their money Ɵll they come nearly to the end of it,  
and others do just the same with their Ɵme.” 

         ~Johann Wolfgang Von Goethe 

  WISDOM 
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