Reverse Mortgages Rescue Seniors from Foreclosure

In communities across the nation, a growing number of working seniors and retirees are faced with the threat of losing their homes because they can no longer afford to make their monthly mortgage payments.  According to Realty Trac’s U.S. Foreclosure Market Report, over 2.2 million foreclosure filings were reported nationwide in 2007, up 75 percent from 2006.  This amounts to one foreclosure filing for every 92 households.  Statistics were worse for Baltimore City, where foreclosures skyrocketed 544 percent over the same period. 

An increasing number of senior homeowners are looking for a solution to rising monthly mortgage payments as adjustable loans reset.   We are also seeing seniors locked into high monthly payments from subprime mortgages.  These types of loans unfortunately pose special risks for seniors who are often on fixed or limited incomes.

In the past, seniors facing foreclosure typically had only two options – refinancing or salvaging equity by selling the home.  In today’s real estate environment, even these methods have challenges and shortcomings.  Neither option may be possible for many retirees due to tighter credit and lending standards.  

For seniors who still have sufficient equity remaining in their home, there is a third option – the FHA-insured Home Equity Conversion Mortgage (HECM).  The HECM is a reverse mortgage that enables homeowners, age 62 and older, to refinance their existing mortgage and to have no mortgage payments for as long as they live in their home.
AARP has expressed its concern over the growth of subprime mortgages among seniors.  Studies show disproportionate representation among minority and older borrowers in the subprime lending market.  AARP has also voiced concern that aggressive “push marketing”, often conducted by subprime lenders, leads to loans that may not be appropriate for senior homeowners.  Many of these seniors would have been better served by a reverse mortgage but either were not aware of this option or were not informed by the lender.  Because credit and income are not used to qualify for a reverse mortgage, many senior customers can save their home from foreclosure.  
Twenty-seven percent of senior households currently carry some kind of mortgage on their home and could be at risk for foreclosure.  Escalating utility and energy costs, higher taxes, and medical expenses contribute to this increased risk.  Even seniors who are able to avoid these difficulties can still find themselves short on funds.  Seniors are especially vulnerable to foreclosure due to the cost of an unexpected event or prolonged illness.
To avoid risking default, seniors should strategically plan ahead before falling behind in their mortgage payment.  They can avoid an increase in their mortgage balance from added fees, late payments and associated legal costs.  You can receive more information about creative and powerful uses of a reverse mortgage and a free, confidential analysis from Advent Financial, Inc. by calling us toll free at 866-411-8900 or by visiting our website at www.adventmoney.com.
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