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A REVERSE MORTGAGE

ANNOTATION

In this article, we are going to take alook at how reverse mortgages can improve the lives of
the elderly in the future, for large homeowners with dwindling savings, additional income on reverse
mortgages is low-risk Source offers. For some, we thought that the reason why they were retirement
tools to relieve the pressure of permanent living costs is precisely one of the reasons why it is worth
touching on this topic.

It will not be amistake to say that this reverse mortgage guide will explain, that we have also
tried to dwell separately on how positive and negative there are for the future.

Keywords. Reverse Mortgage, Reverse Mortgage Works, improve the life of the elderly,
additional income on mortgages, expenses for permanent residence, benefits and risks, homeowners,
savings.

TECKAPH UITIOTEKA

AHHOTAIUA

By Makomama OW3, Teckapu HIIOTeKa KelaKakAa KapWsuIapHUHT Xa&THHU SIXIIHJIAIIN
MYMKHHIJIUTHHU, KaMaiin® OopaéTraH Tekall OWIaH KaTTa yW-KOW MYJIKAOpPIApH Y4yH, TECKapu
rapoBra Kymumua Japomaja nact-xaBd MaHOau Takimuduiapu xakuaa Mysoxasaiap oymb Oopamms.
bawv3unap ydyH ymap JOMMHK SIam Xapaxarigapd OOCHMUHHM EHTMIUTAIITHPAJIWTaH TICHCHS
BOCHTaJIapH OYranauru cabad, ailHaH Iy MaB3yra TYXTaauO YTraHMMU3ra ap3uryJuk cababmapaan
Ooupu n1ed Yimaauk.

By Teckapum umoTeka KyJlaHMa TYIIYHTUPUO YTUIIMMM3, KeNAXKaK YUyH KaHUAIUK WHKOOUH
Ba cajOWi TaMOHJIapH OOpIUrura Xam aJoxXula TYXTaauO YTHINra xXapakaT KHJITaHUMH3, aifHU
MyAgao OYau aecak Xaro OyiManu.

KamnT cy3aap: Teckapu WIOTEKa, TECKapu HWIIOTEKA HWIUIAPU, KAPUSUIAPDHUHT XaETHHU
SIXIIUJIAINY, TAPOBra KyIIuMya JIJapoMall, JOMMHUI SIIall XxapaxariapH, (oiira Ba xarapiap, yi-Koi
MYJIKIOpJIApH, TEXall.

OBPATHAS UIIOTEKA

AHHOTAIUA

B a3T0ii cTaThe MBI pacCMOTPUM, Kak 0OpaTHasi HIIOTEKA MOXKET YJIYUIIUTh KU3Hb HOKHIIBIX
moaeit B OyaymeMm. J[ns KpyHmHBIX JOMOBIAJENBLEB C COKPAIIAOUIUMUCS COEpexeHUIMU
JONOJTHUTEIBHBIN JTOX0J] MO OOpaTHOM HIOTEKe SBISAETCS HMCTOYHMKOM HM3KUX PUCKOB. Jliis
HEKOTOPBIX MbI IOJyMaJIH, YTO IPUYHHA, IO KOTOPOH OHM CTAJIM IEHCUOHHBIMU HHCTPYMEHTAMU IS
CHIDKEHHUS pacX0J0B Ha IOCTOSHHOE IPOKUBAHUE, KaK Pa3 U ABISETCS OJHOM U3 IPUUYUH, IO KOTOPOH
CTOUT 3aTPOHYTh 3Ty TEMY.
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He Oyner ommOkoil ckazaTh, YTO B 3TOM PYKOBOJCTBE IO OOpaTHOW HIOTEKe OyaeT
OGLHCHCHO, 4YTO MbI TAKXKC MNOCTAPAJIUCH OTACIBbHO OCTAaHOBHUTHLCA Ha TOM, KakKHUC CCTb
MOJIOKUTEIFHBIC U OTPHUIIATEIbHBIC CTOPOHBI [Tl Oy TyTIIEro.

KarwueBble cioBa: O0paTtHas unoreka, OOpaTHas uroreka paboTaer, yiaydlleHHe KU3HU
ITOKHIJIBIX JHOIICﬁ, HOHOHHHTGHBHLIﬁ A0XO0/[ IO HIIOTCKE, pacxXoJbl HAa IMOCTOSHHOC ITPOXHBAHUC,
MPEUMYIIECTBA U PUCKH, IOMOBIIACIIBIIBI, COCPEKECHUSI.

Introduction

A reverse mortgage can improve a senior’s life in the future. For older homeowners with
dwindling savings, reverse mortgages offer a low-risk source of additional income. For some, they
are retirement tools that help ease the pressure of ongoing living expenses. This reverse mortgage
guide will explain:

1. How areverse mortgage works

2. If you are agood candidate for areverse mortgage

3. The benefits and risks

Asyou age, your income level typically declines. Y our income and savings may not be enough
to cover your hills. The extra cost of paying for needed home improvements or medical issues that
your insurance won’t cover can be devastating.

A reverse mortgage can solve these problems as a retirement investment. Y ou may want to
live alittle more comfortably later in retirement. If you have a significant amount of equity in your
home, areverse mortgage may be an option for you to turn that equity into cash.

What is a reverse mortgage?

A reverse mortgage is a home loan that allows homeowners to convert some of the equity in
their home into cash. Y ou get money based on the remaining balance of the loan, or equity. But a
reverse mortgage is different from a home equity line of credit (HELOC). Unlike other home equity
loans, traditional mortgages, or second mortgages, you don’t pay off the loan amount until you sell
the home. The lender can provide you with the loan proceedsin alump sum or in a series of monthly
payments over your lifetime[1].

The only requirements aloan servicer has for most reverse mortgages are:

* The home is your primary residence

* The reverse loan must be the primary repayment (first payment) of the home loan

If you have a home loan, the lender can’t disqualify you. But you must use the reverse loan to
pay off another loan.

The three main types of reverse mortgages include:

1. Property reverse mortgage

2. Single-purpose reverse mortgage

3. Federally insured reverse mortgage

Typically, areverse mortgage does not have monthly mortgage payments.

Reverse Loans. Upon Death or Change of Living Arrangements

Y ou and your co-borrower (if any) must repay the loan amount (plus interest) when:

* You die

* Sell the home

* No longer use it as your primary residence

You must also continue to pay property taxes and carry homeowner's insurance. If you do
neither, the loan is usually due and payable immediately.

What are the benefits of areverse mortgage?

The main benefits of areverse mortgage are:

* You can keep title to your home as long as you live in it

* You can get immediate cash flow
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The lender cannot foreclose on your home for late mortgage payments because there are no
monthly payments to skip. With thistype of loan, the entire loan, interest, and fees are paid when the
home is sold. Y ou can also pay off the loan in alump sum, in monthly payments, or on a schedule of
your choosing.

Benefits for Older Homeowners

For older borrowers, areverse mortgage can be beneficial. This is because older borrowers
tend to:

1. Own their home (meaning they can borrow more against its value)

2. Have fewer sources and options for earning income

A reverse mortgage can provide aline of credit that helps homeowners:

» Make needed improvements (like fixing a leaky roof)

* Provide income to pay bills or living expenses

* Give peace of mind knowing they won’t lose their home

A reverse mortgage aso offers a viable alternative to other ways to borrow money. Not
everyone may qualify for arefinance. Avoid the high origination fees and other costly coststhat come
with anew loan. A reverse mortgage lets you put money in your pocket without the hassle of making
monthly mortgage payments.

Can | qualify for areverse mortgage?

Private lenders don’t have strict eligibility requirements for a reverse mortgage, but they do
typically require the borrower to be 62 years old.

The ideal candidate for areverse mortgage is someone who owns their home outright, has a
high home value, and isolder. For alender, ideal reverse mortgage candidates have the highest return
and the lowest risk [2].

This situation is attractive to lenders because:

1. The borrower has no creditors who have a claim on the home

2. The high value of the home is a strong indicator that the lender will get all of their money
back

3. Thelender ismore likely to get their loan back sooner (based on actuarial charts)

Federal government lenders have a specific list of requirements.

What types of homes qualify for reverse mortgages?

Generally, al single-family homes and homes with two to four units qualify for reverse
mortgages. In multi-family homes, the owner or borrower must occupy one of the units.

Some lenders aso alow condos.

The federal government will back reverse mortgages for some manufactured homes, but
lenders generally do not provide reverse mortgages for mobile homes.

How much can | borrow?

The amount you can borrow on a reverse mortgage depends on factors such as:

* Your age

* Current interest rates

* The value of your home

Older people tend to get lower interest rates and will be able to borrow more against the value
of their home.

The most popular reverse mortgages are through the U.S. Department of Housing and Urban
Development. As of 2024, itsloan limit was $1,149,825 per home.

Mortgage Insurance for Reverse Mortgages

Most reverse mortgages require mortgage insurance. Borrowers pay premiums for mortgage
insurance to protect the lender's interest in their property. In the context of a reverse mortgage, the
insurance may cover the appraised value of the home so the lender can get their investment back if:

* The homeowner defaults

* The property is damaged, destroyed, or in danger of foreclosure
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The government may insure some mortgages. The Federal Housing Administration (FHA) is
part of the U.S. Department of Housing and Urban Development and insures mortgages from FHA -
approved lenders.

What are the disadvantages of areverse mortgage?

The biggest disadvantage of areverse mortgage isthat the debt and interest increase each time
you borrow. The new amount and interest are capitalized onto the old debt. So the amount you owe
can quickly reach the value of the house.

But you don’t have to worry about losing your home as long as you:

* Continue to pay your property taxes

* Maintain your home

» Keep your homeowner’s insurance

* Follow all the terms of your reverse mortgage agreement

How will areverse mortgage affect my heirs?

When you sell your home, there may be nothing Ieft for you or your heirs.

If you want to leave your hometo your heirs, areverse mortgageis not for you. Since theloan
is paid off with the proceeds of the home sale, there will be no home to pass on to your heirs.

But whatever isleft over from the sale after the loan is paid off is yours. Sometimesit will be
your estate. In either case, you can gift it at your discretion [3].

Aggressive Lenders and Credit Scams

Borrowers should be wary of aggressive lenders who pose as government employees. Some
scammers specificaly target older adults. They will try to take advantage of older people by
threatening them and pretending to be in a management position.

These lenders often charge high upfront servicing fees and high interest rates. They may try
to prey on older homeowners who need money to pay for medical bills or needed home
improvements.

Types of Reverse Mortgage Lenders

Many lending institutions may offer you a reverse mortgage. The federal reverse mortgage
program is popular because it charges no loan fees and has alow to moderate interest rate. But private
lenders may be needed by homeowners who do not qualify for afederal loan. Always be wary of any
lender that charges aloan fee.

Federal Government Lenders

The federa government is the most popular reverse mortgage lender. Through the U.S.
Department of Housing and Urban Development (HUD), the government guarantees reverse
mortgages to help older homeowners looking to supplement their income.

The only reverse mortgage insured by the federal government is the Home Equity Mortgage
(HECM).

Private Lenders

Private lenders often charge higher interest rates and add a fee on the reverse mortgage. This
reduces the amount of equity homeowners can get out of their home and increases their profits.

Some private lenders prey on older homeowners by posing as government agencies. They may
mail documents that |ook official.

Keep in mind that HUD-backed reverse mortgages do not charge aloan fee. If you are unsure,
ask the lender directly if they are a government agency.

Getting a loan through a private lender can significantly increase the cost of the loan, but
sometimes it is the only option available.

Is a Reverse Mortgage Right for Me?

Reverse mortgages are beneficial for older homeowners:

» With a large amount of equity relative to the market value of their home

* Who want to stay in their own home for a long time

With the right research and for the right people, the benefits of a reverse mortgage can
outweigh any potential drawbacks.
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