Seek a Qualified Mortgage Consultant to Ensure the Best Results

Reverse Mortgages:
Financing the Golden Years

Until recently, seniors 62 vears of age
and older have not had the best choices
when it came o getting cash from their
homes. Tradiional home loans only
offered the option of either selling thewr
house or borrowing against ils equity

With reverse mortgages coming on the
seene, seniors now have some additional
cash-flow altematives, This tvpe of loan
allows mature borrowers to convert thei
home equity into tax-free income without
leaving their current home or making
morigage pavments - and they do not
need an existing meome to qualify

How a Reverse Mortzaze Works
Reverse morigages are probably best
understood when compared with a
traditional home mortgage. also called a
"forward” mortgage. Under a traditional
morigage, equity increases as a borrower
uses their income 1o make monthly
payments to the lender. With a reverse
morgage, the lender provides payments
to the borrower and the borrower’s
equity decreases. Both loans incur debi
against the home and both affect equity.
but they do so in opposite ways

What a Reverse Mortgage Involves
Here are some important points 1o know
when considering a reverse morigage

Eligibility: To qualifv for a reverse
mortgage, vou must be at least 62 vears
of age, All owners who are on the ttle
deed must meet this age requirement

You must also have pmd ofl all. or most,
of vour home morgage. Lastly, the home
vou reside i must remain your prineipal
place of residence

Mandatory Counsel: [n order to ensure
that homeowners understand the
financial ramifications of a reverse
mortgage, applicants must undergo
counseling with an unkased third party
HUD and AARP oversee a network of
counselors who can provide this service,
either for a nominal fee or al no charge

Tax-Free Income: Cne of the
advantages of a reverse morlgage 1s that
the money vou recerve will not be taxed
The amount vou’ll oblain depends on
several factors, meluding the plan vou
select, the type of cash advances you
choose, vour age, and the value of vour
home. Tymeallv, the older vou are the
larger the loan, as vou will have more
equity in the house,

Cost: The cost of a reverse morlgage
vares considerably from one type to the
next. However, vou can typically use the
money vou receive to oflset the loan
fees. The costs will be added to the loan
balance and must be repad with iterest
once the loan terminates

Repayment: Reverse mortgages do not
require any payment as long as the
borrower(s) remain in the home, Should
the borrower(s) pass away, sell the home,

or permanently relocate, then the loan
would be due m full, along with interest
and additional costs. I two borrowers are
on the loan and one dies, the loan would
not be due since one of them still
oceupies the home

Home Equity Conversion Mortgage -
The Federally Insured Loan

The most common type of reverse
morigage 15 the Home Equity Conversion
Mortgage, otherwise known as a HECM
mortgage. This is the only reverse mort-
gage program that’s federally msured and
backed by the U 5. Depariment of
Housing and Urban Development (HUD),
This type of reverse mortgape is popular
for several reasons, mcluding its
flexabality 1n pavment options. You may
choose to recerve monthly meome, a hine
of credit, or a combimation. The HECM
loan also allows you to spend the income
on anything you wish, while some of the
other reverse mortgage programs do not.
In addition, vou may select whether the
loan’s interest rate adjusts monthly or
annually. Lastly, with FDIC protection,
Vour meome payments are puaranieed
even if your lender defaults.

Reverse morigages are an attractive
aption for homeowners who wish to gain
financial independence while staving in
their current home. If vou need supple-
mental income and prefer not to endure
the trials of selling vour home, this may
be the ideal solution for you!

We offer you
FREE CONSULTATIONS

to help you choose the best
loan program for your situation.
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