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Estimating American Homeowners’ Potential 
Savings From Refinancing High-Cost Credit Card 
and Loan Debt

From 2011 through 2018, personal 
loan volume increased nearly 
threefold1, and after a substantial 
decline from its pre-recession high 
of $1.03 trillion, credit card debt 
reached a new record of $1.05 
trillion in December 2018.2 

This growth in consumer credit 
has come with a hefty price 
tag. Consumers are paying the 
highest average interest rate in 
24 years on outstanding credit 
card balances,3 even as interest 
rates on bank savings accounts, 
Treasury bonds and other fixed-
income investments remain at—or 
near—historically low levels. Rates 
for certain card categories can 
exceed 20%.4At the same time, 
home equity in the United States is 
at a record $15.8 trillion.5 Yet home 
equity borrowing via home equity 
lines of credit (HELOCs) declined 
almost 40% from 2011 to Q2 2019.6 

This reduction in HELOC volume is 
notable because interest rates on 
these secured loans can typically 
range from a quarter to a half of 
the average interest rate on credit 
card or personal loan balances.
The gap between HELOC rates 
and other consumer credit rates 
presents a significant opportunity 
for homeowners. 

Much like a business, astute 
homeowners at this stage of the 
economy and interest rate cycle 
might be rethinking their financing 
costs and sources of credit. Should 
they consider reducing their 
interest burden by replacing high-
cost credit card or installment 
loan debt with lower-cost secured 
loans? How best can they use one 
of the most valuable assets on 
their personal or family balance 
sheet to achieve significant 
savings on their borrowings?

 How big is the opportunity to 
reduce interest payments by 
replacing high-cost credit card 
and personal loan debt with a 
HELOC? Every consumer’s situation 
is different. In this analysis, Figure 
Technologies sizes up the potential 
interest savings that are available 
to U.S. homeowners in aggregate 
through the use of a HELOC to 
replace higher interest credit card 
and personal loan debt. 

To arrive at this estimate, we 
analyzed the financial situation of 
American homeowners who are 
carrying unsecured debt (personal 
loans and credit cards) but who 
simultaneously own sufficient 
equity in their home to at least 
partially refinance their debt.

Mike Dooley, PhD, Chief Economist, Figure Technologies 
John Sweeney, Head of Wealth and Asset Management, Figure Technologies

American consumers have seen big changes in their personal and family balance 
sheets in the last decade, including rising amounts of unsecured borrowing. Our 
analysis confirms that 16.3 million households could realize potential savings of over 
$100 billion in interest payments by using home equity borrowing to replace higher 
cost sources of debt.
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As HELOC volume was declining over the past seven years, heavy marketing of unsecured personal loans 
caused dramatic volume growth in that lending category of about 270%:9

Source: Black Knight (HELOC Debt), TransUnion (Personal Loan Debt)

Broad Market Trends
A number of recent trends provide useful context for our estimate and methodology. As noted, one of the 
key trends in recent years has been the reduction in HELOC volume even as tappable home equity, typically 
defined as the amount of equity owned by homeowners above a 20% reserve threshold, has risen to record 
levels. The amount of tappable home equity is at a record $6.3 trillion, 27% more than the previous peak in 
2006 and close to three times what it was following the Great Recession.7 Over the same time period, HELOC 
volume is down about 40%.8 
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Data Analysis and Methodology
We analyzed individual debt data 
by state for homeowners who own 
at least 15% equity in their homes. 
A number of lenders, including 
Figure, offer loans resulting in a 
combined loan-to-value (CLTV) 
that is less than the traditional 20% 
requirement. Some go as high as 
95% LTV.11

For the purposes of this study, we 
selected a more conservative 85% 
CLTV, and considered anything 
above that to be tappable home 
equity. We looked at the following 
home categories: single-family 
residential (by far the largest 
category), condos, townhouses, 
rowhouses, and planned unit 
developments. From that list 
of homeowners meeting the 
tappable equity threshold, we 
extracted homeowners who either 
are carrying personal loans, or who 
have credit card debt that 
 Experian classifies as debt not 
paid off in full each month.12  

We identified a total of 16.26 million 
such homeowners nationwide. If a 
homeowner had more debt than 
tappable equity, we only counted 
the amount of debt that they could 
refinance with the equity they held. 
If they had more tappable equity 
than debt, we assumed that they 
would be able to refinance their 
entire debt load. We found that the 
average American homeowner 
in the cohort described above is 
carrying $14,350 in debt—$3,363 
in personal loans and $10,987 in 
revolving credit card debt. They 
have sufficient equity to refinance 
about 87% of that debt, or $12,549. 

The total personal loan balance of 
$3,363 includes all installment plan 
payments excluding mortgage, 
auto, and student loans. So in 
addition to unsecured personal 
loans typically paid over a number 
of years, this number may include 
installment plan purchases as well 
as some personal loans that are 

backed by some physical item 
that the homeowner purchased 
(for example a jet ski). Thus while 
we refer to these personal loans as 
unsecured, a portion may in fact 
be secured—the data source used 
does not separate the two.

The total amount of unsecured 
debt that the 16.3 million 
homeowners are carrying is $233 
billion. Of that, equity is available to 
refinance $204 billion of that total. 
In aggregate, the homeowners 
have $2.9 trillion in tappable equity. 
The reason that not all debt can 
be refinanced despite such a 
large aggregate total of tappable 
equity is that some homeowners 
have more unsecured debt than 
tappable home equity, while others 
have a large amount of tappable 
equity but only small amounts of 
unsecured debt.

Credit card debt has also risen. At the end of 2018, credit card debt stood at the highest level on record.10 

Source: US Federal Reserve Board

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Credit Card Debt in USD Billions

0

200

400

600

800

1,000

1,200



4

FIGURE TECHNOLOGIES RESEARCH PAPER
SEPTEMBER 2019

Savings Calculation
To calculate the potential savings, 
we looked at the total amount of 
interest and fees a homeowner 
would pay if they took out a 
5-year amortizing HELOC in the 
amount of $12,925 at a rate of 
8%.13 The amount of the HELOC 
represents the total amount of 
the refinanceable debt plus a 3% 
HELOC origination fee. The interest 
rate is the average rate of a Figure 
HELOC. That HELOC has a $262.08 
monthly payment and incurs 
$2,799.45 in interest over the life  
of the loan. 

We then calculated how much 
additional interest a homeowner 
would pay if they applied the exact 
same monthly payment of $262.08 
to servicing the unsecured loans. 
Assuming a five-year personal 
loan with a principal amount of 
$2,941 at 12%, the monthly payment 
is $65.42 and the total interest paid 
over the life of the loan is about 
$984.23.14 

If we then apply the balance of 
the monthly payment ($262.08-
$65.42=$196.66) to the credit card, 
for which we are using a common 
industry-average interest rate of 
18.2%, it will take about 7.5 years 
to pay off the credit card, during 
which the homeowner will spend 
about $8,041 in interest. 

Note: While the national average 
is slightly lower, 18.2% tracked 
with numbers we see from our 
customers. When calculated at 
the current national average rate 
17.8%, our study still found potential 
savings of just under $95B. 

Overall, the homeowner will 
spend $984 + $8,041 = $9,025 in 
interest and have debt 2.5 years 
longer than if the homeowner 
consolidates the debt with 
a HELOC. Using a HELOC, the 
homeowner eliminates the debt in 
five years and spends only $2,799 
on interest, which represents 
savings of $6,225.  

Of course, the homeowner could 
pay off the debt faster and 
pay less in interest, but if the 
homeowner is able to pay off 
those loans faster, they could 
also pay the HELOC off more 
quickly and pay less interest 
there as well. The key point is that 
in our calculations, the monthly 
payments for the HELOC versus the 
unsecured debt are the same.

For the 16.3 million homeowners identified,  
the cumulative savings is $101.2 billion.
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The research indicated 
some notable 
differences by state.

The highest amount 
of unsecured debt per 
homeowner was in 
Alaska ($16,544), Texas 
($14,744), and South 
Dakota ($14,622). Using 
the same refinancing 
calculations as above, 
homeowners in those 
states could save 
the following: Alaska 
(potential savings of 
$8,077), Texas (potential 
savings of $7,169), and 
South Dakota (potential 
savings of $6,433). 

On the other end of 
the spectrum, Ohio 
($10,372), Iowa ($10,549), 
and Wisconsin ($10,925) 
homeowners had 
the lowest amounts 
of unsecured debt. 
Homeowners there 
could save:  
Ohio  
(potential savings of $5,210) 

Iowa  
(potential savings of $5,109) 

Wisconsin  
(potential savings of $5,336).

Details by State
Here is the breakdown by state:15 
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Equal Opportunity Lender. NMLS #1717824
*Five-day funding timeline assumes closing the loan with our remote online notary. Funding timelines may be longer for loans secured 
by properties located in counties that do not permit recording of e-signatures or that otherwise require an in-person closing, or if the 5-day 

period includes a weekend or holiday. Funding in 5 days is not available for first lien loans secured by owner-occupied properties in Vermont.

Conclusion

Our analysis confirms that millions U.S. homeowners have significant opportunity to 
use HELOCs to replace higher cost sources of credit, with potential savings totaling 
over $100 billion. Across the 16.3 million households in our analysis, using HELOCs 
to reduce interest cost could be of substantial help in paying down debt and 
strengthening household’s overall financial position.

Adding to the appeal of HELOCs is the new generation of technology-driven non-
bank lenders such as Figure that make the process of accessing this credit far more 
efficient and streamlined than services offered by traditional banks and lenders. 
A Figure HELOC provides a typical applicant a funding decision in as few as five 
minutes and with funding in as few as five days*.

About Mike Dooley
Mike Dooley is chief economist at 
Figure Technologies, a professor 
emeritus at the University of 
California, Santa Cruz and a 
Research Associate at the National 
Bureau of Economic Research. He 
formerly worked at the Board of 
Governors of the Federal Reserve 
System and the International 
Monetary Fund. 

About John Sweeney
John Sweeney is Head of Wealth 
and Asset Management at Figure 
Technologies. He has extensive 
experience helping individuals 
meet their financial goals, and has 
held senior roles at Fidelity and 
American Express. 

About Figure
Figure Technologies, Inc. creates 
innovative consumer financial 
solutions for home improvement, 
debt consolidation and retirement, 
while providing its members with 
financial education and financial 
empowerment. Its mission is to 
build and promote innovative 
financial products on blockchain 
that benefit consumers and 
eliminate rent-seeking, illiquidity 
and other inefficiencies present 
in current financial markets. The 
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1. 2011 amount was $46.37b: https://www.wsj.com/articles/lenders-shunned-risky-personal-loans-now-theyre-
competing-for-them-1535103000 
End of 2018 amount was $138b: https://newsroom.transunion.com/fintechs-continue-to-drive-personal-loans-to-
record-levels/

2. https://www.federalreserve.gov/releases/g19/HIST/cc_hist_r_levels.html

3. https://www.creditkarma.com/credit-cards/i/average-apr-on-credit-card/

4. https://wallethub.com/edu/cc/average-credit-card-interest-rate/50841/

5. https://www.corelogic.com/news/corelogic-special-report-the-role-of-housing-in-the-longest-economic-
expansion.aspx

6. 2011 had $550.2B total outstanding HELOC debt, and Q2 2019 was $333.8B. https://fred.stlouisfed.org/series/
RHEACBM027NBOG

7. https://www.housingwire.com/articles/49963-homeowner-tappable-equity-reaches-an-all-time-high-of-63-
trillion. Tappable home equity is the amount of equity available to homeowners to borrow against before hitting a 
maximum 80% combined loan-to-value (CLTV) ratio. 80% is the standard industry metric. 

8. https://fred.stlouisfed.org/series/RHEACBM027NBOG

9. https://www.wsj.com/articles/lenders-shunned-risky-personal-loans-now-theyre-competing-for-them-1535103000

10. https://www.federalreserve.gov/releases/g19/HIST/cc_hist_r_levels.html

11. https://www.nerdwallet.com/best/mortgages/heloc-lenders. As of August 26, 2019, here are some lenders that loan 
above 80% CLTV: Figure (95%); Citi, PenFed, PNV, and Connexus (90%); Suntrust and Flagstar (89%).

12. the Experian categories included in this research are Revolvers, Rate Surfers, Consolidators, and Mixed

13. Figure HELOC rates range from 4.99% to over 12%, depending on factors including the borrower’s FICO score, but the 
average is approximately 8%.

14. These are all representative industry standards, and the monthly and total interest payments are calculated with a 
standard amortizing loan function.

15. Data from Experian, 2019.
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