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As an example of how an equity line can work to your advantage, consider the following 
situation. I have a client who knew at some point in the next two years he would need to 
buy a new car. He wasn’t sure when the need would arise, but he wanted to be sure that 
he had capital available to meet that need when it happened. He could choose to hold a 
portion of his investment portfolio in cash to meet that need, but it could be earning 
almost no interest for a couple of years. Instead, he established an equity line, which gave 
him the peace of mind of knowing that at a moment’s notice, he could access it to 
purchase the car. He would then have time to review his assets and determine the best 
place tax-wise and value-wise to draw out money to pay off the loan. When the need 
came up, we were able to determine a strategy to liquidate a portion of his investment 
portfolio in a thought-out manner to cover the loan. 
 
A couple more points about home equity loans: first, rates are near 40-year lows, so the 
interest rates on equity lines are quite low. Also, some company’s equity line offerings 
have drawbacks like pre-payment penalties, so you should review thoroughly all features 
of proposed loans you receive.  
 
I would recommend speaking to your tax advisor, attorney, and a knowledgeable and 
trustworthy loan officer about how Home Equity Lines of Credit fit into your situation. 
You can also view the Federal Reserve Bank’s website to learn more, 
http://www.federalreserve.gov/pubs/homeline/, or call them at 202-452-3245 to order the 
informational booklet. I’ve found personally and in my practice that any vehicle that 
works to improve the financial peace of mind and comfort of a client is something worth 
looking in to.  
 
 
 
Kevin Kennedy is president of Kevin Kennedy, LLC, a registered investment advisor firm 
in Alameda. Reach him at 510-748-1898 or Kevin@KevinKennedyLLC.comTT. Stocks, 
bonds, and mutual funds involve risk, including loss of principal. Past performance is no 
guarantee of future results.  
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