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Senior Housing and Retirement Options Expand with New HECM for Home Purchase

Effective January 1, 2009, seniors, age 62 and older, can begin using the already proven reverse mortgage program to acquire a new home.  A provision in the Housing and Economic Recovery Act of 2008 will expand senior housing and retirement options by allowing the use of a FHA-insured Home Equity Conversion Mortgage (HECM) to purchase a home.  Previously, the reverse mortgage was available only as a refinance option on existing homes.  The new purchase feature provides increased flexibility and allows seniors to select a housing arrangement that best meets their needs and budget.  

The new program is expected to appeal to seniors who want to move for a variety of reasons, including moving closer to services and family or relocating to a warmer climate.  Today’s tighter conventional mortgage requirements and credit standards do not present a problem for seniors because the HECM for Home Purchase program does not use income and credit scores as qualifying criteria.
A house purchased under the new program, however, must be the senior’s primary residence and requires a significant down payment that must come solely from personal funds.  Since sellers or builders cannot offer secondary financing, discount points, or other similar incentives, seniors are strongly advised to consult with an experienced reverse mortgage specialist prior to making any offer for purchase.  

Eligible properties include both new and existing homes.  Some seniors may want a larger home to accommodate adult children returning after a home foreclosure or job loss.  A similar arrangement may allow a family member to live with an ailing parent or relative who needs assistance for long-term care.   

More enterprising seniors may want to take advantage of today’s lower housing prices and use the reverse mortgage purchase program to buy a 2-4 unit property.  These seniors can live in one unit and rent the others. With no monthly payments to make on the reverse mortgage, seniors can use rental income to defray property taxes and insurance and allocate the rest as disposable income.
The U.S. Department of Housing and Urban Development (HUD) provides answers to frequently asked questions about the reverse mortgage purchase program at http://www.hud.gov/offices/hsg/sfh/hecm/faqs_hecm.cfm.  The site also includes information about using the program to buy a foreclosed house.

To learn more about the reverse mortgage purchase program, contact Advent Financial, Inc.  You can receive a free informational package and a confidential estimate by calling us toll-free at 866-411-8900 or by visiting www.adventmoney.com.
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