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care could wipe out your clients’
savings and wreak financial havoc on
their caregivers.
What steps can your clients take to
ensure they’re better prepared to pay for
long-term care as needed?
To start with, they may not realize that their
home equity likely represents a large portion of
their net worth. Understanding how to strategically
and tax-efficiently incorporate this wealth into a
comprehensive retirement income strategy may be the
key to protecting and prolonging their nest egg with
the funds needed for long-term care.

The world’s population is aging faster than ever before.
According to the U.S. Department of Health and
Human Services, an estimated 10,000 people per day
are turning 65, and this trend will continue until the
year 2030.
Seven out of 10 of these people will require some level
of long-term or extended care in their lifetime. Without
proper measures in place ahead of time, paying for

One way they can access this wealth is with a reverse
mortgage. Reverse mortgages have gone through
many transformations and improvements in recent
years. No longer considered “loans of last resort,” they
are becoming increasingly popular with homeowners
60+ who have equity in their homes and want to
maximize retirement income and extend the longevity
of their portfolio.
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ABOUT REVERSE MORTGAGES

occupying it as the primary residence.
In 2015, HUD implemented the financial
assessment, which requires reverse
mortgage lenders to review a prospective
borrower’s credit, income and their ability
and willingness to comply with loan terms.
This has resulted in a massive drop
in the rate of foreclosures on reverse
mortgage borrowers.

So how do reverse mortgages work? Reverse mortgages
provide qualified homeowners access to home equity,
while retaining ownership of their home. These loans are
designed to provide increased liquidity, accessibility,
and flexibility for qualified homeowners 60+.
The loans are called “reverse” because instead
of making monthly payments to a lender—as with
traditional mortgages, the lender pays the borrower.
With a variety of payout options, reverse mortgages
are among the most versatile type of mortgage
loans available.
Borrowers are not required to pay back the loan until
the home is sold OR the last remaining homeowner
permanently vacates the home. They can, however,
make payments for any amount at their discretion
without penalty.
As with any mortgage loan, borrowers must meet loan
obligations: paying property taxes and homeowner’s
insurance and maintaining the home. They also must
occupy the home as their primary residence.

Other recent guideline changes and
safeguards were also put in place – with
most recent improvements implemented
in 2017. As a result, the reverse mortgage
is one of the most well-developed
and heavily regulated products in the
mortgage industry.
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THE BANK DOES NOT TAKE THE
HOME WHEN THEY DIE.
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THEY MAY MAKE PAYMENTS OR
CHOOSE TO DEFER PAYBACK UNTIL
LEAVING THE HOME.

If your clients are considering a reverse mortgage, here
are four facts they should know:

1
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INTEREST RATES ARE ON PAR WITH
TRADITIONAL MORTGAGES.
Contrary to popular belief, interest rates
on reverse mortgage loans are no higher
than rates on most traditional loans.
Interest only accrues on money borrowed
so if you set up a reverse mortgage but
don’t use it or only take some of the
proceeds available, no interest is accrued
on the unused portion.
THEY CANNOT LOSE THEIR
HOME SIMPLY BY HAVING A
REVERSE MORTGAGE.
Reverse mortgages are federally insured
and one of the most heavily regulated
mortgage products on the market
today. Borrowers cannot lose their
home so long as they comply with loan
responsibilities of paying taxes and
insurance, maintaining the home and

Your clients are free to leave the home to
whomever they wish. If their heirs wish to
keep the home, they will need to pay off
the reverse mortgage balance. If they sell
the home, the reverse mortgage is paid
off through the proceeds of the sale with
any remaining equity being passed on to
loved ones.

Reverse mortgages offer way to monetize
home equity to supplement retirement
income, fund care needs, make home
improvements, increase cash flow, and
stretch retirement savings.
Your clients also can set up a reverse
mortgage as a line of credit to hold in
reserve until they need it. The line of
credit can be set up at very little cost,
is federally insured, and can NEVER be
suspended, frozen or reduced regardless
of what happens to the home value or
market conditions so long as the terms of
the loan are met.
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Now that we have established the benefits of reverse
mortgages, how can your clients strategically use them
to cover long-term care costs?
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TAKE A LUMP SUM PAYOUT
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COMBINED PAYOUT OPTIONS

Below are five options they can choose from based on
their specific circumstances.
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PAY OFF AN EXISTING
MORTGAGE LOAN
A reverse mortgage may be used to
pay off an existing loan. Doing so will
create an immediate increase in monthly
cash flow because unlike traditional
mortgages, reverse mortgages offer
flexible repayment terms and no
mandatory monthly mortgage payment.
ESTABLISH A REVERSE MORTGAGE
LINE OF CREDIT
•

A reverse mortgage line of credit can
be established as a buffer asset or
bucket of tax-free money, guaranteed
to be there until needed.

•

The line of credit comes with a
guaranteed cost of living increase
each year (known as a growth rate)
providing more borrowing power
each year it’s in place.

•

Your client can set up the line of
credit at very little cost. It is federally
insured, can never be suspended,
frozen or reduced regardless of what
happens to the home value or market
conditions so long as the terms of the
loan are met.

•

Reverse mortgages also can help
meet income needs in the event of a
down market, preventing your client
from locking in losses and giving their
portfolio an opportunity to recover.

If your client needs funds for care now,
a lump sum reverse payout may be the
best option. This also can help fund
home renovations to make the home
more suitable for lifestyle needs as the
homeowners age in place.

Reverse mortgages can be customized to
best suit the client’s needs to create shortand long-term benefits.

For the majority of homeowners 60+, home equity
likely represents a large portion of their net worth.
Today’s reverse mortgages are now recommended by
financial advisers and retirement researchers as part of a
comprehensive financial plan to increase cash flow and
help create a more comfortable retirement. Reverse
mortgages aren’t for everyone, but they deserve to be
a part of the conversation.
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SELECT A TENURE PAYOUT OPTION
Instead of making monthly payments to
the lender, the lender would send your
client a check each month, helping them
to budget for care.
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