\
Funding the 202

Renovation

The Definitive Guide:
Home Equity Loan
vs. HELOC

A framework for matching
your financing to your project'’s
scope, timeline, and risk.
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The demand is high,
and the equity is there.

Record
Tappable
Equity

U.S. Census Bureau Data

v

Confidence & Intent

,’

The Desire

Sustained

NAHEBE Remodeling Market Index (RMI)

Homeowners have the means and the desire. The primary challenge is connecting that equity to the right financial instrument.
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The real numbers behind a 2026 remodel
demand strategic financing.

Project Ledger

Midrange Primary Suite Addition

- (RN 15: 000
ik $190,000

Midrange Major Kitchen Remodel

Context Note: Assumes layout changes and high-end finishes like honed quartzite countertops.

o Six-figure budgets are the norm. You are structuring a major financial
transaction, not swiping a credit card.
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2 The biggest mistake homeowners make is i

choosing a rate instead of a structure.
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The Myth The Reality
It's just a hunt for the lowest It is a choice between Budget
interest rate. Predictability and Project Flexibility.

The financing tool must align directly with the realities of a 6-month construction project.
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Meet the two distinct tools built
for completely different jobs.

Home Equity Loan
(The Lump Sum)

A predictable, fixed-rate cash
injection. You receive the entire amount
upfront, and the monthly payment is
fixed for the life of the loan.

Sy

HELOC

(The Revolving Door)

A Home Equity Line of Credit. A
flexible, variable-rate tool tied to your
home. It acts as a revolving line of
credit you draw from only as needed.
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The core structural differences dictate
how your project functions.

Home Equity Loan HELOC
Fund Disbursement Upfront Lump Sum @) | As-Needed Draws (™
Interest Rate Fixed @ | Variable q.
Payment Structure Predictable/Static @) | Fluctuating q.
|deal Project Fit Fixed-Price Contracts Evgh\gggds\fvieﬁs

& NotebookLM



l |

I

The three-question diagnostic framework.

Do not look at interest rates until you have answered these three

questions based on your specific project plans.

il 2

Budget
Certainty

Payment
Tolerance




Question 1: How certain is your total
project budget?

Locked
We have a signed, fixed-price '*! | We are remodeling
contract for $125,000. We | -_ room-by-room and making
know exactly what we need. | decisions as we go.
Home Equity Loan ' HELOC

I This central question determines whether you need a single, predictable lump sum or ongoing, flexible access to funds.
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Question 2: Can your household absorb
fluctuating monthly payments?

T —
Low Tolerance | need the exact same payment

every month for 15 years, regardless
of market volatility.

L= =

l

Points to Home Equity Loan

o _ - xmas ml
High Tolerance | am comfortable with variable rates

in exchange for the flexibility to only
pay interest on what is actively used.

L= =
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Points to HELOC




Question 3: Could your project expand or happen
in multiple phases?

| ocked Scope This Is a one-and-done addition.
p The scope is fully locked.

\

Points to Home Equity Loan

We might tackle the landscape

next year, or we might find old roof
Phase ] ' issues we want to fix immediately
without a new loan application.

Phase 2 \L

Points to HELOC

Unforeseen Issue
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The resulting logic tree: Which tool funds your project?

Is your Scope of Work 100% locked
with a fixed-price contract?

No Yes

Choose HELOC |s absolute payment stability paramount for
your household over the next 15 years?

No

Consider HELOC for )
phased flexibility. Choose Home Equity Loan

Yes

+

+ |
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The hidden mechanic: The HELOC two-step.

Phase 1: The Draw Period (Years 0-10) Phase 2: The Repayment Period (Years 11-30)
Action: Active borrowing. Action: Borrowing ends.
Payment: Interest-only (payments stay relatively low). Payment: Recalculated to include Principal + Interest

(payments often increase substantially).

Payment Amount / Financial Burden

Year O Year10  Year M Year 30
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Three unique variables impacting
your 2026 decision.

Stabilized Supply Chain
(But Higher) Rates Quirks
The end of early-2020s Unpredictable lead times for
volatility makes the fixed-rate specialty items (custom rift-cut
certainty of a Home Equity white oak, European windows)
Loan highly appealing to make a HELOC's 10-year draw
budget-conscious owners. period a useful buffer against
delays.

IRA Tax
Credits

Both loan types are ideal for
funding energy-efficiency

upgrades (heat pumps, electrical
panels) before claiming Inflation

Reduction Act credits.
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The mathematical limits of
leveraging your equity.

Untouchable Equity
(15% safeguard)

Borrowing Power: $210k

Max Debt
Allowed
— (85%):
$510k
Existing Mortgage: $300k

(Note: Credit score >680
required for best terms).

Total House Value: $600k

Hidden Costs

o

Ledger

Expect 2% to 5% in Closing Costs
(Appraisals, title search, origination).

Beware of “no-closing-cost” options
that hide higher lifetime interest rates.

Tax Tip: Interest is typically only
tax-deductible if funds are used to buy,

build, or substantially improve the
home securing the loan.
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The golden rule of renovation finance.

_i_

Finalize your scope of work first.
Then, and only then, choose the financial
product that perfectly fits that scope.

Data sourced from NAHB Remodeling Market Index (Q12026), Remodeling Magazine 2026 Cost vs. Value Report, and U.S. Census Bureau 2025 Data.




