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Advantages and Disadvantages of a 203K Loan 

An FHA 203K rehab loan is a very popular loan which many people use to fix up houses. With a 

203K loan, you get access to a government-backed loan program to get the money you need. There 

are many things to consider if you wish to get involved in the FHA 203K loan program.  There is 

Advantages and Disadvantages associated with this loan….. Here are a few things that you should 

consider before getting involved in a 203K rehab loan. 

Advantages 

Your Savings account: The 203k rehab loan allows you to hold on to your savings when fixing up a 

home in need of minor or major repairs. What one should know is that repairs on a house can be very 

expensive. If you rely on your savings to get you through, you could run out of money quickly. What is 

worse, you might not be able to resell the house for what you actually put into it.  Always keep-in-

mind that there is a “point of diminishing returns” in regards to money spent. Do not get yourself in a 

situation where before you know it, your savings are depleted. With a 203K loan plan you can borrow 

the money from this loan program and use that money to repair the house. 

Low interest: When you deal with the FHA, you will get a favorable interest rate on the money you 

need to borrow.  In most cases,  with a 203k rehab loan, you at least know that you will be getting a 

fair interest rate. 

Great deals: Rehab loans are designed for "fixer-uppers." Therefore, this loan will allow you to qualify 

for a home purchase that will include the purchase price and costs to rehab your home.  Your “fixer-

upper” should and will be priced lower than normal pricing on the open market. 

Disadvantages 

Long process: The closing process for this type of loan takes a little longer than the average loan. In 

most cases, you can expect to wait up to 45 to 60 days for the loan to go through. If something falls 

through and you are not approved, you have just wasted a lot of time. 

Binding contracts: When you do a 203K loan for over $35,000, you will have to establish a plan for 

rehabbing the property. This involves having a contractor do the work for you and submitting a bid to 

the bank. If you get started and do not like the contractor, you are stuck with them for the remainder 

of the rehab process. Once the plan is set between you, the contractor and the bank, it is very difficult 

to undo the process. Choose your contractor wisely. 
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