


a HECM is the line of credit which
has an attractive growth rate. The
line of credit continues to grow
over time, increasing the amount of
cash available to you until you with-
drawall of it. The rate of growth is
the same as the adjustable interest
rate charged on the loan balance
plus one-half percent. If the adjust-
able interest rate rises, so will the
growth rate of the line of credit. Of
course, the reverse is true — in the
case of falling interest rates, the line
of credit growth rate will decrease.
The HECM does restrict the maxi-
mum value of the home being cov-
ered by a reverse mortgage. The
FHA calculates payouts home val-
ues in the metropolitan and sur-
rounding areas.

Conventional Government-
Sponsored Reverse Mortgages
Offered by Fannie Mae, the Home
Keeper is an alternative to a HCM.
Although similar to a HECM, it has
several features that offers certain
advantages. It is best suited to se-
niors with higher property values,
covers a wider variety of condo-
miniums, and helps seniors wishing
to use a reverse mortgage to pur-
chase a new home.

The Fannie Mae Reverse Mortgage-
is similar to the HECM but will con-
sider higher home equities when
calculating payments. The current
Fannie Mae limit is $417,000. Even
though some fees may be lower
than the traditional HECM, Fannie

Mae covers fewer types of homes
and the line of credit payout has no
growth rate, a decided disadvantage.

Home Keeper for Home
Purchase Program

Fannie Mae offers a program that
helps seniors purchase a new home,
downsize or move closer to family —
and not have monthly mortgage
payments. If a senior owns their
home free of any mortgage debt, the
Home Keeper for Home Purchase
mortgage helps seniors buy a new
home that better fits their needs.

Fannie Mae created the Home Keep-
er for Home Purchase Program for
seniors 62 or older who want to buy a
differenthome. Seniors can purchase
a single-family home, condominium
or a unit in a planned unit develop-
ment (PUD). The program combines
features of a home purchase mort-
gage and a reverse mortgage into
one easy step.

Seniors can use the program if they
own their home free of or with small-
mortgage debt. The lender will use the
purchase price of the new home,the
ages of those on the title, and the
current Fannie Mae loan limit to
determine the eligible principal limit.
It is important to remember that, de-
pending on the purchase price of the
new home, seniors may be require to
apply some of their own funds toward
the purchase price and closing costs.
Seniors are responsible for property
taxes and insurance.

Qualification for the program does not
depend on income or credit history.
Your home must be your primary resi-
dence. Like other reverse mortgage
programs, you need to be counseled
by an accredited reverse mortgage
counselor.

Future of Reverse Mortgages
With baby boomers entering their
retirement years, it is thought that
the number of reverse mortgages
will increase dramatically. That may
or may not come to fruition since
many homeowners nearing retire-
ment carry larger mortgages, have
refinanced their mortgages, or have
substantial home equity loans.

It is anticipated that other major lead-
ers may enter the market offering
their own proprietary reverse mort-
gages. It is also expected that HUD
may offer an additional program to
allow seniors to use a version of
their HECM reverse mortgage to
purchase a new home.

Anyone seeking a Reverse Mortage
must recieve Reverse Mortgage
Counseling from a HUD approved
Counseling Agency.

Visit www.hud.gov to locate a HUD
approved Housing Counseling Agency.
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