Common Misconceptions about Reverse Mortgages
While studies over the past 20 years make it clear that satisfaction with the reverse mortgage has consistently been at high levels, a number of misconceptions continue to prevent mature homeowners from taking advantage of this opportunity.  While media coverage and knowledge of reverse mortgages generally have improved, some recent news stories unfortunately have perpetuated several common misconceptions.  

Misconception:  Funds from a reverse mortgage must be used to buy an annuity, insurance, or other financial or investment products.  

This is simply not true.  A borrower is under no obligation to buy an annuity or any other financial or investment product as a condition of obtaining a reverse mortgage.  Borrowers may use available reverse mortgage funds for any purpose they choose.

Misconception:  A lender can “take” a borrower's home when reverse mortgage funds have been exhausted or the loan balance exceeds the property value.  

Again, this is not true.  A borrower may stay in the home for as long as he or she wants, even after all reverse mortgage funds have been used or the balance exceeds the value of the home.
Misconception: High costs associated with a reverse mortgage make it a “bad deal.” 

This is a matter of perspective.  Costs typically approach 5% of a home’s value and should always be weighed against the costs of other alternatives.  Seniors who instead sell their home typically incur costs of 10% to 15% when real estate fees, taxes, marketing, moving and relocation costs are totaled.                                                       Fees paid under the HECM program are regulated by HUD.  The required Mortgage Insurance Premium (MIP) that goes to HUD is nearly half of costs associated with a reverse mortgage, but it serves two very important purposes.  First, it creates a Federal guarantee that the borrower will receive all funds to which they are entitled.  Second, when the reverse mortgage is due to be repaid, the lender can only look to the property for repayment and cannot attach any other income or asset.  If the amount due on the reverse mortgage should ever exceed the property's value, the mortgage insurance pays the shortfall to the lender so there is no debt left to the borrower or their heirs.

With many new lenders and loan originators entering the reverse mortgage industry, it is vital for homeowners to work with someone with experience and knowledge.  This expertise ensures seniors will get accurate information on which to base a sound decision.  In addition, the lender should adhere to the National Reverse Mortgage Lenders Association's (NRMLA) Code of Ethics and Professional Responsibility standards.  To get more information and to learn the truth about reverse mortgages, contact your local Advent Financial, Inc. specialist by calling toll-free 866-411-8900 or go to our website at www.adventmoney.com. 
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