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Legal Disclaimers
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• Plaza does not guarantee, warrant, ensure or promise that information provided is accurate. 
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• Terms and conditions of programs and guidelines are subject to change at any time without 
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• Plaza Home Mortgage, Inc. is an Equal Housing Lender.
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Introduction to Reverse 
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What is a Reverse Mortgage?

A HECM (Home Equity Conversion Mortgage) is a special type of mortgage that enables 

homeowners aged 62 or older to tap into the equity in their home.

Unlike traditional home loans, no repayment of the 
HECM loan is required until the borrower no longer 
occupies the home as their principal residence. 

At that time, the lender will declare the mortgage due 
and payable. 

What is borrowed plus interest is due to the lender, 
any remaining equity remains with the estate.



How Long Have Reverse Mortgages Been Around?

Reverse mortgages are a financial resource that have enabled seniors to use 

their home equity to sustain long term retirement while maintaining residence 

in their home. The program developed by the Federal Housing Administration 

of the US Department of Housing and Urban Development began in 1988 as 

part of the federal Housing and Community Development Act.



Aging U.S. Population

Source: United States Census Bureau
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Income

• Baby Boomers are turning 62 at the rate of 10k per day

• By 2030, all Baby Boomers will be age 65 or older

• The average monthly Social Security check to a retired worker is around $1,900

• The average household run by an American older than 65 spends more than $4,000 a month

• Only 58% percent of Baby Boomers own retirement accounts

• Over half of boomers have less than $250,000 saved

• Average cost of assisted living in the United States is $4,500 per month or $54,000 annually

• Zero alternatives of additional monthly cash for most seniors other than home equity

Source: United States Census Bureau

Source: https://www.seniorliving.org/assisted-living/costs/

https://www.seniorliving.org/assisted-living/costs/


Senior Home Equity Levels Reach $13.19T in Q1

Source: https://www.nrmlaonline.org/about/press-releases/senior-home-equity-levels-totals-13-19t-in-q1

https://www.nrmlaonline.org/about/press-releases/senior-home-equity-levels-totals-13-19t-in-q1


Guidelines that Protect the Borrower

Non-Borrowing Spouse (NBS) (ML 2015-02)

If the borrower is married, both individuals must be accounted for in the underwriting decision of a 
Reverse Mortgage. If the borrower’s spouse was not of qualifying age when the reverse mortgage 
was taken out, this guideline prevents the mortgage from being called “due” in the event of the 
borrower’s death. NBS and Non-Borrowing Occupant can remain on Title!

Income and Credit Underwriting (SEL 2015-10)

This guideline requires the borrower(s) to be subject to a credit and income underwriting decision. 
The intent of this guideline is to minimize property tax and insurance defaults and help to ensure the 
desired loan is a positive benefit for the borrower.

Limitations on Cash Out in the First Year (ML 2014-12)

Regardless of how much the borrower is eligible to borrow, the amount of loan proceeds they can 
access during the first 12 months after closing is limited to 60 percent of the loan amount. For 
example, if they are eligible for a $100,000 reverse mortgage, they may only access $60,000.

Principal Limit and Floor Rates (ML 2017-12) 

This Mortgagee Letter increased the upfront Mortgage Insurance Premium (MIP) for many, lowered 
the annual MIP for all, as well as reduced the amount borrowers will be able to receive under the 
program. This change was to help ensure long term sustainability of funds available through FHA 
programs into the future.



Initial Mortgage Insurance Premiums

FHA Guidelines:

• The lesser of the appraised value of the home, the sale price of the home being purchased, or 

the maximum limit HUD will insure (flat 2% of the Maximum Claim Amount (MCA) $1,209,750)

• Easy rule of thumb: 2% of the appraised value, capped at $21,786.00

• For example: $700,000 appraised value x 2% = $14,000 in upfront MI

• The interest charged to the borrower is the note rate plus the MI (0.5%)



Step 1 – Qualifying LTV

Max Claim Amount: effective 01/01/23 lesser of $1,209,750, appraised value or purchase price

LTV is based upon the Expected Rate & Age of the youngest borrower

Determine how much borrower(s) qualify for

FMV - $500k; 70-year-old; 5.50% Expected Rate, 43.9% LTV = $219,500.00

FMV – 1.75MM ($1,149,825); 70-year-old; 5.00% Expected Rate, 46.5% LTV = $506,524



Main Uses

Although there are no limitations as to how a person may use the proceeds from a reverse 

mortgage, most borrowers fall into one of these three scenarios:

• Typically paying off an 
existing mortgage, 
eliminating that monthly 
payment and accessing 
additional equity for 
retirement needs.

Refinance

• Using a reverse 
mortgage to purchase a 
home. Buying “up” or 
stretching precious 
retirement liquidity while 
securing housing 
without a mortgage 
payment.

Purchase Money

• Using Reverse as part 
of an overall retirement 
strategy to improve 
one’s financial security.

Part of a 
Retirement 
Planning Solution



Two Loan Products

Adjustable Rate 

HECM
Fixed Rate 

HECM



Fixed Rate HECM

• Rate is fixed. 

• Borrowers would like to receive funds at closing, with 

no option of accessing additional funds at a later date. 

• Most times these are best suited for high utilization 

loans where all HECM proceeds are allocated toward 

paying off an existing mortgage.

• There are no credit line and payment options with the 

Fixed.

• Fixed may be an inferior product when used as a 

financial tool



Adjustable Rate HECM

• Index is the 1 Year CMT + Margin = Note Rate

• Adjusts monthly and has a 5% Lifetime CAP above initial Note rate

• Typically allows borrowers to receive the most funds

• Borrowers have flexibility in accessing the available funds

• Cash at close

• Monthly disbursement schedule (term payment)

• Monthly payment for life (tenure)

• Credit Line (access cash as needed)

• These options are flexible; can be combined and changed at a later date

• Current market is 98% ARM vs. 2% Fixed



How Does the Credit Line Work?

• Funds left on the credit line do not incur interest until 

those funds are drawn upon

• Prolongs the equity positioning in the home and 

protects the estate/inheritance

• Only the available line of credit will grow over time

• Funds on the credit line grow at the rate of the credit 

line growth rate

• Growth rate is the Note rate + .5 (MI), calculated 

monthly (not daily)

• The credit line growth rate is not interest; it is simple, 

a built-in feature that allows future access to 

additional credit



How Does the Credit Line Work?

• Borrowers have limited availability in the first 12 months, after which there are no more 

restrictions in accessing the available funds

• Borrowers can (but aren’t required to) access funds and pay them back only to re-access 

them later

• Credit line grows regardless of the equity position in the home

• Funds are guaranteed and will not be held up, frozen, or reduced because of real estate 

market declines or the home’s future equity position

• Great hedge against future home depreciation

• Why better than a HELOC? - permanency

• If the interest rate increases on the HECM, the credit line growth rate increases as well

• Great hedge against future interest rate increase



Why Not Just a HELOC?

• Most HELOCs have term limits of 10-20 years

• Lower Fees

• Requires a monthly payment

• Loan can be called by the lender at will in a depreciating housing market

• In 2008, HELOCs were closed, or credit was reduced

• No security

• As future planning, HELOC does not offer any assurance of permanency; can be closed 

by the lender at any time

• HELOC is not a retirement tool; it’s short-term liquidity



Why is the Line of Credit (LOC) so Good?

• Borrow from it, pay it down and borrow from it again

LOC is open ended credit

• Cash is available typically in 48-72 hrs

• Direct Deposit is encouraged

LOC is liquid

LOC is not taxed when drawn upon!

• Will not be reduced, frozen or eliminated if property value should decline

LOC is secure

• At the same interest as the Note rate + MI

• Yes! It compounds

LOC grows



Why Reverse?

Nobel Prize winning economist Robert Merton, a finance professor at MIT’s Sloan School of 

Management, stated “Americans have wrongly steered clear of reverse mortgages.”1

“The new view of an FHA HECM reverse mortgage for wealth management firms is that the 

“Highest and Best” use of HECM reverse mortgages is to improve a client’s retirement plan 

– not rescue it.” 2

The lack of focus on home equity in retirement income planning is nothing short of a 

complete failure to properly plan and utilize all available retirement assets.

Sources:

1. http://www.reversereview.com/magazine/features/feature-the-publics-perception.html

2. http://toolsforretirementplanning.com/2014/04/16/reverse-mortgage-highlights/?blogsub=confirming#blog_subscription-2

http://www.reversereview.com/magazine/features/feature-the-publics-perception.html
http://toolsforretirementplanning.com/2014/04/16/reverse-mortgage-highlights/?blogsub=confirming#blog_subscription-2


Journal of Financial Planning

Reverse mortgages can provide an essential risk mitigation tool for millions of retirees—

dramatically reducing exposure to longevity and market risks while also growing their 

investment portfolios, according to an article published in the December issue of the Journal 

of Financial Planning.

https://www.financialplanningassociation.org/article/reduce-risk-retirement-portfolio-

exhaustion-include-home-equity-non-correlated-asset-OPEN

The article yields critical insights for financial planners and the wealth-advising industry in 

light of the massive portfolio gains made possible by including home equity in a retirement 

plan. It also points to a massive demographic shift for the reverse mortgage industry as a 

whole and strengthens its positioning as a broader wealth management solution for 

Americans entering retirement with a higher net worth.

https://www.financialplanningassociation.org/article/reduce-risk-retirement-portfolio-exhaustion-include-home-equity-non-correlated-asset-OPEN
https://www.financialplanningassociation.org/article/reduce-risk-retirement-portfolio-exhaustion-include-home-equity-non-correlated-asset-OPEN


Examples



Techniques to Improve Retirement Income Plan

Defer Social 
Security Benefits

Reduce Sequence 
of Returns Risks

Impact on Taxes

Reduce Retirement 
Expenses and 
Cash Outflow



1. Defer Social Security Benefits

Using a reverse mortgage to either eliminate a current mortgage or use as an income 

stream to defer Social Security. This is especially applicable to those in good health and 

who have concerns about longevity and outliving their money.

Social Security Benefits 

Claim Schedule

62 75%

63 80%

65 93.3%

66 100%

67 108%

68 116%

69 124%

70 132%





2. Reduce Sequence of Returns Risks

Sequence of returns risk is one of the 

biggest risks retirees face when withdrawing 

money from a retirement portfolio and 

making the money last for their entire 

retirement. A retiree’s draws may be limited 

to poor market performance or negative 

returns in early retirement. Tapping into the 

HECM can be an effective tool to reduce 

your sequence of returns and avoid selling 

your investments in a down cycle.





3. Impact on Taxes

Tax laws are subject to change; therefore, we offer general 

guidelines.

1. Income Taxes: a simple way to lower adjusted gross income is to 

draw from a non-taxable source.  

2. Long Term Capital Gain: may limit or avoid if a taxpayer can stay 

in a lower tax bracket; again, with strategic draws from a non-

taxable source.

3. IRS Form 1098: Mortgage Interest deduction if $600 or more is 

paid towards the reverse mortgage.   

*Consult a professional tax advisor







What We Must Know About the Line of Credit (LOC)?

Available only with the 
ARM

LOC is open ended 
credit – Borrow funds, 

pay it back and re-
access without 

restrictions

LOC is not taxed when 
drawn – Strategic draws 
may allow a homeowner 
to remain in a lower tax 

bracket

LOC is secure – It will 
not be reduced, frozen 
or withdrawn if property 

value decreases

LOC grows – Available 
credit grows and 

compounds at the same 
rate as the interest 

charged on borrowed 
money



Addressing Family and 
Estate Concerns



Major Family Concerns

• Depreciation of Equity – A reverse mortgage is a negative amortization and deferred payment 

loan. The loan balance can and will grow unless a payment is made to satisfy the interest 

charged.

• Looking at a reverse mortgage amortization schedule will help the borrower(s) and family to 

better understand the home’s equity position over time when a reverse is in force.

• Major Factors that will impact the equity position of the home:

• The Adjustable-Rate Mortgage (ARM) can adjust upwards as well as down. Large upward adjustments will 

increase the amount of interest being charged. Conversely, lower adjusted rates will cause less interest to be 

charged.

• Draw Behavior – Slowly taking smaller draws over a longer period of time will help sustain the equity position 

in the home.

• Real Estate Appreciation – Positive home appreciation is not shared with the lender and will help the estate 

maintain equity in the home.

• Costs: MIP is the main charge which can cause an emotional reaction from borrowers and family.

• Justify the MIP as an Insurance Premium, because that is what it is.

• It goes to FHA and offers the borrower and family protection



How is the Family and/or Estate Protected at Loan Maturity?

The borrower’s immediate family can purchase the home at 95% 
of the current market value, regardless of what is owed (ML 2011-
16 and ML 2008-38).

Estate

Non-Recourse Loan. Borrower(s) shall have no personal liability 
for payment of the debt. Lender shall enforce the debt only 
through the sale of the property (HECM Note Section 4C).

Limitations of 
Liability

Borrower(s) may make payments, sell, or pay-off at anytime with 
no fee.

No Pre-Payment 
Penalties

Borrower(s) do not relinquish Title to the property. Borrower is 
responsible for property taxes, insurance, maintenance, and other 
expenses. Title may be jeopardized if these payments are not 
kept current.

Borrower 
Maintains Title



Other Uses for Reverse Mortgages 

Future Care

Silver Divorce

Sequence of Return Risks

Portfolio Management

Goal Setting: Accelerate payments to pay down my mortgage 
or save funds for retirement? Reverse accomplishes both.



Loan Maturity

Loan maturity typically occurs when the last 

remaining borrower no longer occupies the 

subject property as their principal residence. 

All HECM Notes indicate the loan is due 

immediately upon loan maturity; however, 

industry standards allow 60-90 days and 

extensions as needed to arrange loan 

payoff (i.e., sale, purchase, refinance, etc.).



How Will This Help My Business?

As a Financial Planners 
Tool to Assist Borrowers 

in Retirement

• Get the HECM and 
growth rate to work for 
you as soon as you 
can!

• Wade Pfau -
Reversing 
Conventional Wisdom

• Use Home Equity as 
part of an overall 
retirement plan

• Defer SSI

• Reduce Sequence of 
Return Risks

As a Purchase Vehicle

• Use the Reverse as a 
way to open up new 
markets with 
Realtors®

• Buy-Up & get more 
house than paying 
cash

• Retain key assets for 
retirement “living”

• Secure retirement 
living with the security 
of no mortgage 
payment

Eliminate Current 
Mortgage

• Retain cash in early 
retirement

• Enjoy your residence

Market Financially 
Sound Prospects

• With New PL Factors, 
LESA clients will 
struggle to cover the 
required equity



Resources



PlazaHomeMortgage.com

https://www.plazahomemortgage.com/


Plaza’s Reverse Mortgage Website

Click Here to 

Get Started!



Streamline Reverse Mortgage Title Orders with Plaza



Tools for Retirement Planning

https://toolsforretirementplanning.com/category/hecm/

https://toolsforretirementplanning.com/category/hecm/


Additional Resources

• The Government’s Redesigned Reverse Mortgage Program – Center for Retirement Research at 

Boston University 

http://crr.bc.edu/wp-content/uploads/2014/01/IB_14-1_508x.pdf

• “Reversing the Conventional Wisdom: Using Home equity to Supplement Retirement Income” by 

Barry H. Sacks, J.D., Ph.D. and Stephen R. Sacks, Ph.D.

https://www.financialplanningassociation.org/article/journal/FEB12-reversing-conventional-

wisdom-using-home-equity-supplement-retirement-income

• Wade Pfau, Ph.D., CFA – Forbes Magazine 

http://retirementresearcher.com/

http://crr.bc.edu/wp-content/uploads/2014/01/IB_14-1_508x.pdf
https://www.financialplanningassociation.org/article/journal/FEB12-reversing-conventional-wisdom-using-home-equity-supplement-retirement-income
https://www.financialplanningassociation.org/article/journal/FEB12-reversing-conventional-wisdom-using-home-equity-supplement-retirement-income
http://retirementresearcher.com/


Source: 

https://www.nrmlaonline.org/2021/12/03/

journal-of-financial-planning-highlights-

importance-of-reverse-

mortgages#:~:text=Reverse%20mortga

ges%20can%20provide%20an,the%20J

ournal%20of%20Financial%20Planning.

https://www.nrmlaonline.org/2021/12/03/journal-of-financial-planning-highlights-importance-of-reverse-mortgages#:~:text=Reverse%20mortgages%20can%20provide%20an,the%20Journal%20of%20Financial%20Planning
https://www.nrmlaonline.org/2021/12/03/journal-of-financial-planning-highlights-importance-of-reverse-mortgages#:~:text=Reverse%20mortgages%20can%20provide%20an,the%20Journal%20of%20Financial%20Planning
https://www.nrmlaonline.org/2021/12/03/journal-of-financial-planning-highlights-importance-of-reverse-mortgages#:~:text=Reverse%20mortgages%20can%20provide%20an,the%20Journal%20of%20Financial%20Planning
https://www.nrmlaonline.org/2021/12/03/journal-of-financial-planning-highlights-importance-of-reverse-mortgages#:~:text=Reverse%20mortgages%20can%20provide%20an,the%20Journal%20of%20Financial%20Planning
https://www.nrmlaonline.org/2021/12/03/journal-of-financial-planning-highlights-importance-of-reverse-mortgages#:~:text=Reverse%20mortgages%20can%20provide%20an,the%20Journal%20of%20Financial%20Planning
https://www.nrmlaonline.org/2021/12/03/journal-of-financial-planning-highlights-importance-of-reverse-mortgages#:~:text=Reverse%20mortgages%20can%20provide%20an,the%20Journal%20of%20Financial%20Planning


Suggested Resources

*Plaza is not endorsing any third-party products or services.

https://www.hecmworld.com/


Suggested Resources

*Plaza is not endorsing any third-party products or services.



Don’t Miss Our Other Reverse Trainings!

Click the links below to view the webinar recordings for our other trainings:

• Plaza's Reverse Mortgage PreQual Borrower Counseling Package

• Reverse Mortgage Basics

• How to Use the Reverse Mortgage to Purchase a Home

• How to Present a Reverse Mortgage: The "Kitchen Table" Approach

• Originating a Reverse Mortgage with Plaza: File Flow from Start to Finish

• Financial Planners Guide to Reverse Mortgages

• The Impact of a Rising Rate Environment on Reverse Mortgages and Their Loan Amounts

• What is the Reverse Mortgage LESA?

Upcoming Webinars: plazahomemortgage.com/calendar

Recorded Webinars: plazahomemortgage.com/training

https://vimeo.com/944998578
https://vimeo.com/1046499139
https://vimeo.com/1046499097
https://vimeo.com/1046499009
https://vimeo.com/1046510078
https://vimeo.com/1046498966
https://vimeo.com/1046499203
https://vimeo.com/1046499232
https://www.plazahomemortgage.com/calendar/
https://plazahomemortgage.com/training/


Thank You for Attending!

Webinar recording, slide deck, and other resources will be emailed to you within the next 24 

hours. Check your junk/spam folder if you do not receive the email.

Please let us know your thoughts on the survey form when you exit the webinar. We value 

your feedback!

If you have any questions or comments, please feel free to contact your Plaza Account 

Executive or mark.reeve@plazahomemortgage.com.

mailto:mark.reeve@plazahomemortgage.com
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