Don’t Let the Banks Take Your Money Away
by Gini Graham Scott

I just discovered today that the banks have a new way of taking your money if you have an equity line.   They reassess the value of the house, and then if it's too low for your current equity line based on a loan to value ratio, they simply lower your equity loan.  And voila, you no longer can use that money.

I learned this from a friend who got one of these "friendly" bank letters informing her that her house was now worth $60,000 less than originally valued, so they were lowering her equity line accordingly.  Reportedly, several other friends got these letters and found their equity disappearing or gone.  Apparently, there is no warning.  The bank just makes its assessment and lowers the boom -- or the equity line in this case.

And you have little recourse, after that, since presumably, you will no longer qualify for getting another equity line at your original rate, since your home is worth less.  Plus you probably have less overall worth and income to report if you have to fill out the reams of paperwork acquired to get an equity line in the first place.

So, what should you do?  Well, if you do have an equity line, like I do, move your funds into your bank accounts, leaving just enough to keep the equity line open, before the bank decides to take the funds away.   Or if you don't think you will need it all over the next 6 months to a year, move over what you think you need.  That way your funds are safe from a unilateral grab by your bank.

Sure, you'll have to pay interest on funds you aren't using.  But at least the interest rates are low now, so your extra interest costs will be minimal.  And more importantly, you will have the funds available if you need to draw on them, which could save you from suddenly feeling destitute because the funds you thought were there are gone.

* * * * * * * * *
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