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Reverse Mortgages Are Safe

From Today’s Mortgage Troubles

Mature homeowners looking to secure their retirement are finding that government-insured reverse mortgages have remained unaffected by the troubles now plaguing the traditional mortgage market.  This is in direct contrast to the bad news we continue to hear about the meltdown in the conventional mortgage industry where lenders are going bankrupt and the credit crunch is affecting consumers’ ability to qualify for new loans.
The crisis began to unfold in December 2006 when the first sub-prime lenders started to fail as borrowers began falling behind on payments.  As the months went by, the number of defaults mounted and then spread to other markets.  This contributed to a loss of liquidity in the larger credit markets, leaving conventional mortgage lenders with less money to loan and borrowers facing tighter credit standards.

So it is understandable that seniors relying upon a reverse mortgage to help meet their financial goals may wonder if the trouble with sub-prime mortgages could affect them.   Fortunately, the ability to fund reverse mortgages has not been dampened by the trouble in other parts of the mortgage industry.
There are several reasons for the fundamental strength of reverse mortgages.  First, the Federal Housing Administration (FHA), a part of the U.S. Dept. of Housing and Urban Development (HUD), insures over 90 percent of all reverse mortgages.  This protects seniors from liquidity problems or from lenders who may go out of business.  Senior homeowners with an FHA-insured mortgage are guaranteed to receive all of their reverse mortgage funds even in the event their lender or the company managing their reverse mortgage should ever default.  This same insurance also guarantees that a senior homeowner will never leave a debt greater than the amount owed or the value of the home, whichever is less.  So it is impossible for a senior or their family to ever be “upside down” in a reverse mortgage and owe more than their home is worth. 

Second, the government also provides assurances that the terms of FHA-insured reverse mortgages cannot be changed in the future even if real estate values decline.  Mature homeowners can take comfort in knowing they will continue to enjoy ready access to their reverse mortgages funds.  So while trouble has roiled the conventional or as some call it the “forward mortgage” business, it has had virtually no impact on reverse mortgage lending.  In fact, HUD has reported an increase in reverse mortgages insured by FHA over the same period last year.  

Even though the crisis in the broader financial markets may continue to worsen, it is good to know that seniors will still be able to depend on a reverse mortgage to secure their retirement and independence.  Advent Financial, Inc. can provide you with a free reverse mortgage analysis and informational package by calling us toll free at 866-411-8900.  You can also visit our website at www.adventmoney.com.
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