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Reverse Mortgage Changes Provide Additional Relief
You have to look hard to find any good news in today’s economic outlook.  For retirees, however, there may be one exception.  Recent changes to the federally-insured reverse mortgage, the Home Equity Conversion Mortgage (HECM), may be the solution seniors need in these challenging times.
While all ages feel the pinch in an economic downturn, seniors may be more vulnerable because of the impact on fixed incomes and the drops in retirement savings.  In many cases, retirees have seen their IRAs or 401(k) accounts shrink by 30 percent or more.  Thanks to new provisions of the Housing and Economic Recovery Act (HERA) that affect reverse mortgages, many seniors may find new viable solutions to their economic challenges.  The FHA Modernization bill recently passed by Congress has two provisions that may provide relief through the expanded use of reverse mortgages.

The most significant change was an increase in the lending limit used to determine the amount of available funds for reverse mortgage borrowers.  The HECM lending limit, known as the Maximum Claim Limit, was increased nationally to $417,000.  Effective November of 2008, the new limit replaced a patchwork of various limits based on the median value of homes in a particular county.  Prior to the new legislation, lending limits ranged from $200,160 (low cost areas) to $362,790 (high cost areas).  The limitation restricted access to funds for homes valued above the local limit.  The new national lending limit provides greater access to equity for homes with higher values.  This will help bring relief to those seniors who need more income or need additional funds to pay off unaffordable conventional, sub-prime, or variable rate loans.

Another benefit of the new Housing Bill is that HUD modified the fees charged by reverse mortgage lenders and capped the Origination Fees at $6,000.  Reduced fees will also help to increase the funds available for use by senior homeowners.

The second provision in the legislation which has the potential to provide relief is the HECM for Home Purchase program.  Prior to the FHA Modernization bill, HECMs could only be used to refinance a previously owned home.  As of January 2009, HECMs will be able to fund home purchases.  This includes the purchase of existing homes, condos and even multi-family homes of up to four-units.  More enterprising retirees could purchase a duplex or four-unit property, live in one, and rent out the other units to supplement their income.  This additional application will enable seniors to downsize or purchase a new residence and will further open the door to creative uses of reverse mortgages.

To learn more about reverse mortgages and how the new regulations can help you or someone you know, contact Advent Financial, Inc.  You can receive a free reverse mortgage informational package and confidential estimate by calling us toll-free at 866-411-8900.  You can also visit our website at www.adventmoney.com.
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