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Market Fluctuations 
 

Inflation 
 

Client Spending Disciplines 
 

Health Care Concerns 
 

 Future Tax Rates 

Obstacles to Cash Flow  
Survivability 



The Changing Conversation 

 How Do Reverse Mortgages and Portfolios Work 
Together to Increase Retirement Spending? 

 FINRA, NAIFA, The Financial Planning Association, The 
American College, Boston Center for Retirement 
Research Have all Changed Positions! 

 

 



What is the HECM 

 Home Equity Conversion Mortgage (HECM) 

 A Federally Insured Loan since 1988 that allows seniors 

homeowners age 62 and over to convert a portion of their 

homes equity and turn it into tax free money. 

 Without having to make any monthly payments 

 Without Credit Score Requirements to Qualify 

 And Without giving up home Ownership 

 Income and Risk Factors Determinations Begin March 2015 

 



How Much Can You Receive 

 The Amount of money you can receive from a Reverse 

Mortgage is based on 3 things: 

 The age of the youngest borrower (the older you are the 

more proceeds are available) 

 The value of the property 

 The interest rate associated with the program 

 March 2015 (Risk Considerations)  

 



How Can Proceeds be Received? 

 You can have the proceeds any way you choose.  

 Lump Sum,  

 Line of Credit,  

 Monthly payments or any combination. There are no 

restrictions. 

 A Reverse Mortgage must be a first mortgage, so any other 

loans, liens, judgments etc must be paid off from the 

proceeds of the program first. 

 

 



When Does Loan Get Repaid? 

 The loan is repaid when the last surviving borrower 

permanently departs the home. (either moves or deceases) 

 At that time, whatever proceeds were advanced to the 

borrower plus accrued interest and HUD fees will be repaid 

 100% of the remaining equity is passed on to the 

borrower, the heirs or the estate. 

 HUD requires payment within 6 months. Extensions are 

granted in (2) 3 month increments for a typical total of 1 

year to repay. 
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1. The Standby Line of Credit 
 

2. Cash Flow/Income Maximization  
 

3. Social Security Optimization 
 

4. Wealth Protection/Transfer 
 

5. RightSize and Rebalance 
 

 



Most Common Strategic Uses:  

 
 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.  

 Increasing Contingency:  
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.  

 Rescuing Retirement Income:  
A client’s retirement plan needs a rescue. Something they didn’t plan for 
happened – perhaps a spouse planned to work longer but couldn’t, or a spouse 
took a single life pension payout and now wishes they had elected 100% Joint 
and Survivor payout.  

 Absolute Last Resort:  
Clients are in dire circumstances and have no other assets or income left.  

 



The Big Surprise! 

#1 The Standby Line of Credit 



The Difference  
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The Power of the HECM Standby Line of Credit 
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Cannot be Cancelled, Reduced or Frozen 

Built in Cost of Living Adjustment (4-6%) 

Enjoyment without Impact on Savings 

Guaranteed Access to Equity - 
Liquidity when needed 

Avoid Portfolio Draws During  
A Bear Market 

Growing Line 
of Credit 



Acquisition Costs for a HECM Reverse Mortgages (10/23/2014) 

Insurance that goes to H.U.D. that 

guarantees that your total debt 

repayment can never be greater than the 

value of your home at the time of 

repayment. It also guarantees that you 

will receive your promised loan advances 

and not have to repay the loan for as 

long as you live in the home*. Initial MIP 

is calculated at .5% of Max Claim if 

proceeds are less than 60% of 

Remaining Principle Limit or 2.5% if 

above 

 

1 MORTGAGE INSURANCE PREMIUM 

2 
3 

$_______ 

$______ 

What the Lender is permitted to charge 

per H.U.D. (2% of 1st $200,000 home 

value and 1% after – Max $6,000 

Select programs offer $0 origination and 

even a credit) 

LOAN ORIGINATION 
3RD PARTY CHARGES 

$________ 

Fees associated with transacting and closing the loan: * Title 

Insurance * Appraisal * Credit Report * Settlement fee * 

Endorsements * Counseling * Flood/Tax Cert* Notary etc. 

2,500 

3,656 

Courtesy of Don Graves – HECM Specialist. (215) 732-0814 | Don@DonGraves.com | www.AskDonGraves.com 

* Home must remain Principal Residence, be Maintained, Taxes Paid & Hazard Insurance Kept In Force 

(-3,750) 
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Standard 
Bank HELOC 

HECM  
Low  Acquisition 

HECM 
Standard 

Loan Amount $250,000 $248,000 $276,000 

Financed Acquisition Costs $500 - $1500 $2,500 $8000 

% Rate (Initial)  3.75% 2.76% + FHA MIP 
(1.25%) = 4.01% 

2.95% + FHA MIP 
(1.25%) = 4.2% 

5 Year Growth Balance* $250,000 $308,000 - $345,000 $320,000 -$357,000 

10 Year Growth Balance* $250,000 $384,000 - $480,000 $394,000 - $491,000 

Features of a HECM Line of Credit 
No Income or Minimum Credit Score Requirements 
Line cannot be cancelled, reduced or frozen 
No Monthly Mortgage Payments Required 
Can be used as a Revolving Line of Credit and Payments Made 
Built in Cost of Living Adjustments of Unused Line Balance* 

Joseph and Arlene Romano (66)  
$500,000 Home 



Can Reverse 
Mortgages 
Help 
Manage 

Retirement 
Income 
Risks? 
 Mitigating Sequence 

of Returns Risk 
Factors 





The Problem Negative Returns in the early stages of 

retirement places a huge drain on the 

plans longevity 



Possible Solution #1 
Take no withdrawals from the Plan in the Years following a Negative return. 

Allowing the portfolio to retain substantial reserves.  

1These values represent the required minimum distribution from the IRA in that year under federal tax law. Minimum 
distributions based on the total value of all IRA assets will be required beginning in the year following the year that the 
account owner turns age 70 ½ . Failure to make the full required minimum distribution will result in an excise tax equal to 
50% of the shortfall. 



Possible Solution #1 con’t 

“By reducing her distributions from the  
retirement account by a total of $500,697, Dr. 

Alexander’s account value at the end of the 
15-year period has increased from $900,642 
to $3,353,353 – an increase of $2,452,711 or 

about 272%” 

But this raises a question of where will Dr. Alexander get 
the supplemental retirement income in those years where 
she avoided taking income from her retirement account. 



Possible 
Solution #2 
In order to implement 

this strategy, Dr. 

Alexander will need an  

alternate source of 

income that is not 

significantly impacted 

by short-term market 

volatility 

 

Whole Life Insurance: 
Annual Systematic 

Withdrawal, $100,000 

(Annual Income Net Taxes – 

33%) 

Problem Solved! 



But What if: 
 

 The Client had not purchased 
$1million Life Insurance Policy 
at all 
 

What if they not Purchased 
Enough 
 

What if they Did NOT Want to 
Use it 



Use HECM Line of Credit Strategy 
to Mitigate Sequence Risks 

$317,000 HECM Line of Credit 
Established 
 

The HECM Line of Credit is put in 
Place for $317,000 and is used to 

Supplement of Replace draws 
against the portfolio in a Bear 

Market 
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The Difference in 
Outcomes 

$2,452,711 



1 

2 

4 

Other Key Benefits - HECM Line of Credit 
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7 
Courtesy of Don Graves – HECM Specialist. (215) 732-0814 | Don@DonGraves.com | www.AskDonGraves.com 



When to Suggest a HECM 



What it the immediate and long term impact a retired 
educator could realize by paying off an existing 

mortgage?  What’s the impact of swapping an existing 
mortgage/Home Equity Loan with a Reverse Mortgage 

and continuing to Make Payments if they choose?  

#2 Cash Flow/Income Maximization  



Retirement With a Monthly Mortgage Payment 

Courtesy of Don Graves – HECM Specialist. (215) 732-0814 | Don@DonGraves.com | www.AskDonGraves.com 
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Su
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y Age of Youngest Borrower:  (66) 
Value of Portfolio: $300,000 
Current Monthly Draw: $2,000 
Existing Mortgage Payments: $800 

Assumes 3% per year inflation adjustment 
6% portfolio growth 
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Retirement Without a Monthly Mortgage Payment 

Courtesy of Don Graves – HECM Specialist. (215) 732-0814 | Don@DonGraves.com | www.AskDonGraves.com 

C
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y Age of Youngest Borrower:  (66) 
Value of Portfolio: $300,000 
Current Monthly Draw: $1,200 
Existing Mortgage Payments: $0 

Assumes 3% per year inflation adjustment 
6% portfolio growth 
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What Can $800 a Month Extra Accomplish? 
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What If You Switched Mortgages for a HECM! 

Courtesy of Don Graves – HECM Specialist. (215) 732-0814 | Don@DonGraves.com | www.AskDonGraves.com 
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y Age of Youngest Borrower:  (66) 
Value of Portfolio: $300,000 
Current Monthly Draw: $2,000 
Existing Mortgage Payments: $800 

Switch to HECM Reverse Mortgage  

WHY? 
What if they continued to Make a 

Monthly Payment What Could Happen? 

HECM Benefit - $239,748 
Home Equity Loan Payoff – $100,000 
Remaining Line of Credit - $139,748 
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Loan Balance Goes Down!!  

Monthly 
Repayments 

Loan Balance Decrease but the Available Line of Credit Increases 



Line of Credit Grows More!!  

$141,000 

$315,895 



In Year 12 They Can Receive! 

$3,059 Tenure Payments 



How can I Optimize Social Security if I need the 

Income when I turn 62? 

#3 Social Security Optimization   



Paid off $100,000 Mortgage and  
Took a $1,500 Monthly Income for 8 Years 

Social Security Optimization/Fixed Term Payments 



How can I pass the Maximum Amount of Tax Free 

Wealth to the Next Generation 

#4 Wealth Protection/Transfer   



Purchased Life Insurance and LTCi using a  
$1,487 Tenure Payment  

Tax Free Wealth Transfer Protection of Assets 



How to Add Money and Peace of Mind  

at the Same Time 

#5  RightSize and Rebalance  
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Net Proceeds from Sale of Your Home 

Sale Price of Home You Desire to Purchase 

Proceeds from the Reverse for Purchase 

Amount of Down Payment You 
Must Bring to Settlement  

Funds Left over after the Transaction 

HECM for Purchase Analysis 

Courtesy of Don Graves – HECM For Purchase Specialist. (215) 732-0814 | Don@DonGraves.com | www.AskDonGraves.com 
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3 400,000 

$100,000 
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Net Proceeds from Sale of Your Home 

Sale Price of Home You Desire to Purchase 

Proceeds from the Reverse for Purchase 

Amount of Down Payment You 
Must Bring to Settlement  

Funds Left over after the Transaction 

HECM for Purchase Analysis 

Courtesy of Don Graves – HECM For Purchase Specialist. (215) 732-0814 | Don@DonGraves.com | www.AskDonGraves.com 
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3 500,000 

$350,000 
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2. Cash Flow/Income Maximization  
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5 Ways to Connect with Don 
 

 Email: Don@DonGraves.Com 

 Website www.AskDonGraves.com 

 Office phone 215-732-0814 

 Mobile Phone 215-313-7587 

 Email Updates and Case Studies 

Don Graves  
Chief Conversation Starter – HECM Advisors Group 
25 Washington Lane, Suite 10A | Wyncote PA 19095 | (215) 732-0814  (800) 762-6315 | www.AskDonGraves|  Don@DonGraves.com  


