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Advisers Reverse Thinking on Reverse Mortgages
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By TOM LAURICELLA

Using your nest to help with your nest egg 15 becoming a more common way to round out 2 financal pla

Even after the bursting of the housmg bubble, the biggest financial asset many retirees have 15 thewr hom
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According to the Employee Benefit Research Institute (EBRI), Americans are vastly unpreparec
retirement to the tune of roughly $4.13 trillion. EBRI projects that the retirement savings short
would be much worse if Social Security benefits are reduced or fully eliminated.

Retirement Risks: An eBook From Forbes
Don't risk your golden years. This book will help you plan around roadblocks that can derail your retirement.
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averse Mortgages Can Benefit Retirees,

. | . Reverse Mortgages Can Be A Retiree's Saving Grace>th Wealthy and Not

)e Can Help Retirees Keep Investments Until Right Time to Sell
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" REVERSE MORTGAGES, ONCE SUSPECT, CAN BE A USEFUL
SOURCE OF CASH IN RETIREMENT. by Donna Rosato

-retired households are carryinz Retirees’ biggest asset may
iny are carrying that debt into reb@ hiding in plain sight
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Take outa
reverse-mortgage
loan (usually
HECM; make
sure the home is
still your primary
residence)

IF YOU ARE NEAR RETIREMENT AGE AND WATCH EVEN A
little TV, you've almost certainly seen Henry Winkler or the

late Fred Thompson promote reverse mortgages. You may
also have heard watchdog groups blast both actors for hawk-
ing a complicated product to seniors in need of cash. What

Re‘re I'Se M O rtg Elge H elp S Cljly;:x;ike‘ly hav?:]'t hclard is that the reverse mortgage has got-

since the fi ial crisis. Rgggth
Experts now argue that this type of loan can be safe and
SFRET B l_l J El H O nle even wise—as well as a key source of income that home- MORTGAGE
owners short on savings and planning to stay put should set WORKS
Tuesday, January 28, 2013 By JACOB LEVENSON up the minute they become eligible at age 62. “The strategic
use of home equity in a retirement-income plan is the next
4 The id dch i his mid 70s. had gl b f sell hot topic,” says Wade Pfau, professor of retirement income at —
recently widowed client, in his mid 70, had given up hope of sellitthe American College of Financial Services and retirement- e loan & Ml
home and buying a new house closer to his grown children south of Sarescarch director for an asset-management firm. and you or your S~ you (or your
About 36% of owner-occupied homes are mortgage-free, heirs receive ) C spouse, who
according to the Census Bureau. The share jumps to 65% for proceeds ‘ 9 may outlive
He owned his $250,000 home outright. But the median house price near his children was nearly $600, homes owned by folks ages 65 and older. Many other home- beyond that = you) leave

Scott Hanson, a partner at Hanson McClain Advisors in Sacramento, whose firm manages ‘FOl'beS
3,000 clients on a fee basis, suggested the man sell some assets from his $600,000 portfoli
Social Security and wasn't relying on the portfolio for his living expenses,” Mr. Hanson says
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But the client said no. He had cared for his wife during a prolonged illness before her deatrWise Reverse Mortgages Can Be the Saving Grace

significant assets on hand to ensure that his children would never have to lock after him if
at the same time he was lonely without his family nearby,” Mr. Hanson says. Retirees

Scott Hanson The adviser saw an opportunity to tap an unusual soluti
mortgage to fund the purchase of a new home near his kids. "Typicall
when people are running out of money and they're out of options," M

If, after considering other housing options, you have decided to remain in an eligible home¢
move into a new home, you may want to consider a Home Equity Conversion Mortgage (H
more commonly known as a reverse mortgage — as a source of retirement income.

His client was not in that position at all. But under a relatively new Fe(

Home Equity Conversion Mortgage for Purchase program, an older pe The vast majority of reverse mortgages in the United States are HECM reverse mortgages,

1'eg3k’1xted anld insured through the federal government by the Department of Housing and

&r
take out a reverse mortgage at the same time, if they use the 10an 10 buni wis Aguny 1w
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As the baby boomer generation moves into retirement, there is
significant concern that many of them will be unable to meet their basic
retirement needs.

In fact, the Employee Benefit Research Institute says that the boomers — By Jamie Hopkins, retirement income program

are woefully unprepared for retirement. In order tp meet their income co-director at The American College Of Financial
needs, baby boomers need to rely upon three major sources of wealth: Services
Vi

retirement savings, Social Security and home equity.
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Changes in reverse mortgages give advisers new
tools in retirement planning

Loans help planners deploy strategies to ensure clients won't outlive their money
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[ Will Live Longer than Previous Generations
[ 75% Have Not Saved Enough to Sustain Their Retirement
3 68% Will Carry Mortgage Debt

5\\ EJ 87%Will Own aHome )
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Changing the C about Reverse Mortgag.



Equity and Non-Equity Assets for Average Married Couple at Age 65

. Non -Equity Assets: $92,238

- Average Equity in Home: $192,553

68(y $6 Trillion in Senior Home Equity

» Source: U.S. Census Bureau, Survey of Income and Program Participation, 2008 Panel, Wave 10




Typical Retirement Planning Picture
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39 Modern Retirement Income Planning Techniques
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Changing the Conversation about Reverse Mortgages



the 4Ls

GOALS

Will | Have Enough to Meet my
Basic Living Needs

Longevity

Will | Have Enough Maintain my
Standard of Living

Will | Leave a Lasting Impact

Will | Have Access to Tax Advantaged
Money When | Need It

Lifestyle

Liquidity




s There an Ideal Borrower? 'g

v Improving Retirement Plans:
A client has a workable or nearly workable retirement plan, but desires
an improvement. Increased retirement spending is an example of
improved plan, as is planning to age in place at home.

\/Increasmg Contmgency:
A client has a workable retirement plan but little contingency for the
unexpected and undesirable: prolonged poor markets, health-related
costs, or the need for home modifications or in-home assistance.

v'Rescuing Retirement Income:
A client’s retirement plan needs a rescue. Something they didn’t plan for
happened — perhaps a spouse planned to work Tonger but couldn’t, or a

spouse took a single life pension payout and now wishes they had
elected 100% Joint and Survivor payout.

v'Constrained:

|Cl]icents are in dire circumstances and have no other assets or income
ert.




Ways to Implement:

1. At Every Client Meeting Talk about Housing
Wealth as Part of a Comprehensive Financial
Plan

v Cash Flow Creation

Portfolio Preservation

Rightsizing and Re-Balancing

Having a Backup Plan for Risk and Volatility




