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4.25% to 6.75% over the past year and a half, a 50% rise. This is most immediately felt 
on loans like home equity lines of credit and credit cards. Americans tapped over $670 
billion in home equity last year, and with the rise in interest rates, this results in nearly $2 
billion in additional interest on those loans. If you have variable rate loans like these that 
are adjusted based on prevailing interest rates, consider refinancing to a fixed rate to lock 
in a manageable payment, or pay those loans off entirely to avoid the shock of rapidly 
building charges. 
 
An interesting situation exists in the interest rate world today that creates a great 
opportunity for borrowers: although short-term rates have risen dramatically, long-term 
rates are essentially unchanged over the past year. This means that loans like 15- or 30-
year fixed rate mortgages are still near record lows. You may consider converting from a 
variable rate loan to such a fixed loan to take advantage of this circumstance. Market 
prognosticators believe long-term rates are due for a rise, and recently signs of inflation 
in the economy have caused these rates to bump up a bit, so the time is now to make this 
type of move. 
 
Act now 
The forecast is for further interest rate increases, possibly before year-end, and this will 
exacerbate the trend already in place. We all hear about Federal Reserve Chairman 
Greenspan, and the moves he makes on interest rates, but it’s important to translate this 
into your own financial situation and respond accordingly. Your banker, investment 
advisor, and mortgage broker can all be great resources to help you with this process, so 
tap the experts to determine the best approach for your situation. 
 
 
 
Kevin Kennedy is president of Kevin Kennedy, LLC, a registered investment advisor firm 
in Alameda. Reach him at 510-748-1898 or Kevin@KevinKennedyLLC.com. Stocks, 
bonds, and mutual funds involve risk, including loss of principal. Past performance is no 
guarantee of future results.T  
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