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monds, in fact. This, according to the parable, was the 

discovery of the famed diamonds of Golconda. 

To say retirement planning has changed is quite 

an understatement. The advent of the baby boomers, 

the uncertainty of the current economic and political 

landscape, and the rise of a more sophisticated bor-

rower all require a shift in planning.

Yet, the bigger challenge for most advisors 

is finding new clients to plan for! It can be quite a 

challenge to locate and acquire clients with dollars 

to invest or resources to fund life, long-term care, or 

annuity premiums. Traditional strategies to attract 

these potential clients have rested on referrals, social 

media, seminars, and other types of marketing. 

Though these strategies have yielded success, they 

can require a lot of time, money, and energy.

What if there was an easier way—one in which 

you didn’t have to go anywhere to find new clients? 

What if they are in your own backyard? 

Meet Jack and Diane

Jack and Diane, like many of today’s retirees, 

don’t have a written retirement plan or someone they 

consider their personal financial advisor. They’ve 

invested through their respective company retire-

ment plans and put savings away themselves. By all 

standards, they have done fairly well.

However, as they now enter retirement, they 

begin to ask themselves some questions: How long 

Don Graves

In the late 1800s, Russell Conwell, the founder of 

Temple University, heard a parable while traveling 

through present-day Iraq.

There was once a wealthy man who lived not 

far from the river. He was contented because he was 

wealthy and wealthy because he was contented. One 

day, a priest visited him and told him about diamonds—

how much they were worth and all they could do. He 

went to his bed that night a poor man. He had not lost 

anything, but was poor because he was discontented, 

and discontented because he feared he was poor.

He sold his farm, left his family, and traveled to 

faraway places in search of diamonds. He did not find 

them. His health and his wealth failed him. Dejected, 

he cast himself into the sea.

One day, the man who had purchased the wealthy 

man’s farm found a curious sparkling stone in a 

stream that cut through his land. It was a diamond. 

Digging produced more diamonds—acres of dia-
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will we live? Will our savings last? Is our money prop-

erly invested and allocated? Are we prepared for the 

cost of an extended care episode as we age? They’re 

concerned that any one of these circumstances could 

have a negative impact on their finances. 

 In their search for answers, they come across 

a report that says retirees do better financially 

(and emotionally) in retirement when they seek the 

guidance of a professional advisor. The report also 

suggests four retirement income planning strategies 

they should discuss with the aforementioned advisor.

  ✓ Guaranteed income to cover retirement essentials

  ✓ Supplemental income for enjoyment and nones-

sentials

  ✓ A plan for long-term care and other medical expenses 

  ✓ Accessible cash reserve for emergencies 

 Then Shelle’s letter arrives. Jack and Diane had 

purchased an annuity from Shelle 10 years earlier, 

and though they had periodically received corre-

spondence from her, they had never worked with her 

as their advisor.

 They find the letter intriguing because it brings 

an asset to their attention—one that has been in 

front of them for the last 40 years, but they have 

never considered. Now as they enter retirement, it 

makes sense to them to accept Shelle’s invitation to 

explore their options.

 A month later, Jack and Diane have a written plan 

and clear vision; furthermore, they have made signifi-

cant steps towards accomplishing their four financial 

goals. Here’s a snap shot of what they set in place.

  ✓ $150,000 ➝ fixed income annuities

  ✓ $300,000 AUM (rolled, reimagined and reallocated)

  ✓ $541/month ➝ life insurance

  ✓ $300/month ➝ traditional long-term care insur-

ance policy

  ✓ $71,000 ➝ tax-free liquid reserve at 5.5 percent

Something Has Shifted

 The most powerful aspect of this story is neither 

Jack and Diane’s financial outcomes/solutions, nor 

the additional revenue Shelle generated (though they 

are impressive). The biggest take away is that Jack 

and Diane were right in Shelle’s backyard!

 Just like in the “Acres of Diamonds” story, an-

swers are much closer than many advisors realize—

well within their reach.

 Shelle realized this, and as a result, she didn’t 

have to host a dinner seminar and sort through 

people who only come for the food. She didn’t have 

to spend a lot of money on a new marketing package 

or client acquisition strategy. She simply needed to 

be made aware of what to look for and how housing 

wealth via the newly restructured reverse mortgage 

is specifically designed to help. 

Reverse Mortgages, Are You Serious?

 Let’s be honest; the reverse mortgage comes 

with “baggage.” Historically, moderate to affluent 

retirees and their advisors have either dismissed the 

reverse mortgage as irrelevant (or even dangerous), 

or they have relegated it to a last-resort option.

 However, much has changed. FINRA changed their 

position, and recent research conducted by Nobel 

Prize winners, financial thought leaders, prestigious 

academic institutions, and scholarly journals now 

affirms the role that the strategic use of reverse mort-

gages can play in comprehensive retirement planning.

 As a matter of fact, since December 2018, the 

nation’s largest broker dealer as well as three others 

have removed restrictions on discussing reverse 

mortgages with their clients. There are literally tens 

of thousands of advisors who are now able to discuss 

the housing asset as a part of retirement income 

planning. Something has certainly shifted. 

 By no means am I suggesting a reverse mortgage 

is right for every client, but I do believe that the new-

ly-restructured reverse mortgage is uniquely designed 

to address the most common concerns of retirement 

and is worth a conversation. Here’s a quick primer.
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How Do They Work? 

 The reverse mortgage, known by its legal name 

(the home equity conversion mortgage or HECM) is a 

federally insured loan for those aged 62 or better (only 

one spouse must be age 62) that allows them to convert 

a portion of their primary residence’s value into tax-free 

dollars. The borrower is not required to make any mort-

gage payments, though they have that option, and they 

do not give up ownership or come off title of the home.

 A reverse mortgage must be a first mortgage. 

This means if a borrower has a remaining mortgage 

or home equity loan balance, they are required to pay 

it off when they close on the reverse mortgage. 

How Much Can a Client Qualify For?

 There are three primary factors that determine 

the amount of money a borrower is eligible for:

  ✓ The age of the youngest borrower

  ✓ The value of the property up to the current lend-

ing limit

  ✓ The interest rate associated with the selected 

program 

How Are Funds Distributed? 

 The reverse mortgage proceeds can be taken 

in a lump sum, line of credit, monthly payment or a 

combination of these. 

Are There Borrower Requirements?

 There are four basic requirements for the HECM: 

(1) the house must remain the principal residence of at 

least one of the borrowers; (2) the home must be main-

tained; (3) basic homeowner’s insurance must be kept 

in force; and (4) all property-related taxes must be paid.

How Is the Loan Repaid?

 As long as the loan requirements are being met, 

the loan does not have to be repaid until the last 

surviving borrower dies or permanently leaves the 

property. When the home is no longer being used as 

the primary residence, the cash advances, interest 

and other financed charges must be repaid to the 

lender. This can be done from other assets, insur-

ance, or the heirs can refinance the existing property. 

Most commonly, the home is sold to repay the loan, 

and 100 percent of any remaining proceeds (beyond 

the amount that is owed) will belong to the borrowers 

if they move, or to their estate, if they die. 

 If the loan balance exceeds the sale proceeds, the 

remaining amount is covered by the FHA because it is 

a federally insured program. No debt is passed along 

to the borrowers’ beneficiaries. 

How Do Reverse Mortgages Help 
Today’s Retirees?

 How do reverse mortgages help both today’s 

retirees and their advisors? The answer to this lies 

in what the newly restructured reverse mortgage is 

designed to do. 

Five Things the Reverse Mortgage Is Designed to Do

 Increase Cash Flow: Creates a nontaxable income 

source and/or eliminates debt, so that dollars can 

be repurposed. 

 Reduce Risks: Creates a safety net, backup plan 

or “insurance policy” for the things that can go 

wrong during a long retirement.

 Preserve Assets: Preserves assets and portfo-

lios. Creates a buffer to protect against eroding 

factors that can eat away at retirement savings. 

 Improve Liquidity: Creates an accessible reserve 

of tax-free dollars for the “what-ifs” of retirement.

 Add New Dollars to Savings: Rightsizes to create 

$50,000 to $350,000 of investable assets

 Might your retirement-age clients be interested in 

a few of those items? We’ve discovered that retirees 

from every tax bracket can benefit from one or more 

(maybe even all five) of these enhancements. In fact, 

in recent years the incorporation of a reverse mort-

gage in retirement income planning has become a 

growing trend mainly among the mass affluent.
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 Additionally, advisors are benefiting because of 

the wide variety of planning conversations the reverse 

mortgage can help open up—resulting in outcomes 

that may not have otherwise been possible. We’ve 

already seen an example of this in Shelle’s interaction 

with Jack and Diane, and we’ll unpack the details later. 

Practice Management: Creating a Simple 
Strategy to Identify and Attract More 
Clients Who Are in Your Own Backyard

 We’ve established that the reverse mortgage can 

be helpful for retirees. Now the question is which 

retirees? Let’s return to Shelle’s story to find out. 

 During Shelle’s 35 years in the industry, she 

hadn’t given reverse mortgage much thought, but 

recently she came across an online course (Housing 

Wealth Certificate Course) and decided to enroll. She 

learned five questions to help her identify clients who 

may benefit. She was surprised to discover that she 

was already working with some!

Identify Clients Who  
Might Need Your Help

  • How many clients do you have that are of retire-

ment age? Shelle figured that she had around 1,000 

family units who had purchased an annuity or some 

sort of insurance policy over the last 35 years.

  • How many of those clients own a home? She 

knew from the course that around 87 percent of 

retirees own a home, so approximately 870 of her 

retired clients would own a home.

  • How many of those have an existing loan pay-

ment? Recent data suggests that as many as 68 

percent of boomers are entering retirement with 

some level of house payment. Shelle was conser-

vative and said 45 percent, or around 400.

  • How many of those would like to know how to 

get rid of mandatory loan payments, or how to 

turn that loan payment into a growing accessible 

reserve? All of them—400. 

 Total Households at Retirement Age 1,000

 Total Homeowners 870

 Those Who Still Have a Payment 400

 Those Who Like to Be Free of 400 

    Mandatory Payment

 Ultimately, Shelle has 870 possible, new con-

versations to have because 100 percent of retire-

ment-age homeowners are interested in learning 

how to increase their cash flow, reduce their retire-

ment risks, preserve their existing assets, improve 

their liquidity, or even add new dollars back into 

their savings. That’s a lot of conversations!

 Every advisor can look at their existing clients 

and come up with similarly striking results. That’s 

the best news of all. These clients are already in 

your database and sphere of influence; the next 

step only requires inviting them to engage.

Invite Clients to Engage 

 Here are a few ways to invite existing clients to 

begin considering their housing asset with you.

  • Send a letter or postcard. A five-part correspon-

dence series highlighting each housing wealth 

strategy is a great way to begin. Make sure to 

give a clear call to action—call the office, sched-

ule a housing wealth exploration, etc. 

  • Incorporate housing wealth in your periodic 

reviews.

  • Host a seminar. One planning firm invited their 

clients to hear on online presentation about inno-

vative home equity strategies; another hosted an 

in-person event. Both took advantage of having a 

third-party expert communicate the strategies.

  • Add information to your website. Include 

third-party articles and videos. No salespeople 

or lenders!

  • Include the topic in your own seminars. We can 

equip you with a few slides to introduce the sub-

ject matter.
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Initiate Conversation 

 What do I say to my clients when broaching the 

housing wealth conversation?

 This is one of the most common questions we 

receive from advisors. Before we explore what you 

should say, let me tell you what you definitely should 

not say: “I think you should get a reverse mortgage.” 

Your clients will run for the hills.

 Instead, try something along the lines of what 

Shelle said to Jack and Diane. Let’s take a look at 

their conversation. 

 Before their initial meeting, Shelle asked Jack and 

Diane to fill out a fact finder about their income, ex-

penses, savings, retirement lifestyle desires, legacy 

goals, long-term care concerns, etc. When they met 

in person, she reviewed it with them. She also shared 

that her philosophy of creating optimized retirement 

income plans was rooted in her commitment to factor 

in all of her clients’ available assets.

 She explained the income, investment, insurance, 

and housing wealth buckets and asked if Jack and 

Diane had any objections to her exploring the items 

and strategies in each. (The housing wealth bucket in-

cluded reverse mortgages.) Was anything off limits? 

 Jack and Diane said any viable strategy was okay 

with them but wanted to know why she was including 

reverse mortgages. 

 Shelle understood and handed them a statement 

of understanding, so they could read it together.

 “As an advisor, I have a responsibility to do what is 

in the best interest of my clients. Part of that re-

sponsibility means staying informed about current 

thoughts, trends, and legitimate resources that could 

have a positive or negative effect upon my ability to 

help my clients meet their retirement goals.

 For the last several years, the home equity 

conversion mortgage (HECM), also known as a 

reverse mortgage, has grown in popularity, and 

recent research suggests that the strategic use of 

reverse mortgages may be helpful in positively 

impacting retirement outcomes. 

 I believe that in order to engage in a thorough 

and comprehensive financial plan for my clients, 

the housing asset should not be ignored if certain 

desired retirement outcomes are to be achieved.

 By no means do I suggest that a reverse mort-

gage is right for every client, but I do acknowl-

edge the importance of the housing asset in the 

retirement planning conversation.”

 Shelle went on to say that reverse mortgages 

are not an approved product of her firm; that she is 

not authorized to discuss rates, terms, fees, etc.; that 

she does not receive any compensation should they 

move forward; and that the loan proceeds cannot be 

invested in any financial products.

 Jack and Diane were very pleased by the expla-

nation and her commitment to not excluding any 

“treatment options.”

 As Shelle continued the review, she came to their 

monthly expenses and asked them a question, “What 

would retirement be like if you didn’t have to make a 

monthly mortgage payment?”

 Jack and Diane said they could continue to pay it, 

but would be more comfortable if they didn’t have to. 

This started a brainstorming session of all the ways 

their retirement could be different if they didn’t have 

to make a payment each month. The conversation led 

to several simple strategies for incorporating a reverse 

mortgage to meet their financial goals. It proved to be 

quite a catalyst in helping create a retirement plan.

Implementing the Plan
7 Steps to Financial Peace of Mind: How Housing 

Wealth Helped Create a Sustainable Retirement Plan

 Let’s now look at the specific steps Jack and 

Diane took.

Jack and Diane’s Financial Summary

  ✓ $300,000 in 401(k), IRA, and investments

  ✓ $150,000 in CDs, money market, and cash 

  ✓ $450,000 home value 

  ✓ $100,000 mortgage balance | $841/month 
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 Step 1: After the initial meeting, the first thing 

Jack and Diane did was go online to www.HECMCal-

culator.net to get a ballpark figure of how much the 

reverse mortgage would make available—$170,850.

 Step 2: From those proceeds, the reverse mort-

gage paid off their existing mortgage of $100,000 and 

eliminated their mandatory monthly payments of $841. 

 Step 3: This left them with a growing line of cred-

it of $70,850, which they also discovered could be 

converted to monthly payments at any time in the fu-

ture. Having access to this money fulfilled their desire 

for liquidity and gave them peace of mind knowing it 

was at their fingertips. 

 LOC Tenure 5 yr 10 yr
Age Amount Pmt Term Term

65 $70,850 $384 $1,351 $770

70 $93,799 $537 $1,789 $1,019

75 $124,182 $768 $2,368 $1,349

80 $164,407 $1,137 $3,135 $1,786

85 $217,660 $1,785 $4,151 $2,365

89 $272,438 $2,760 $5,195 $2,960

 Step 4: Because they had a $70,850 standby 

reserve that could be accessed at any time, they felt 

comfortable enough to move the $150,000 reserve they 

had in low-producing accounts into the annuity they 

wanted, which guarantees fixed, predictable income 

for life. Their retirement essentials would be covered.

 Step 5: With their monthly essentials covered by 

the fixed income and their mandatory monthly mort-

gage payment eliminated, they realized they could 

take significantly less from their savings each month 

allowing it to last much longer. 

 Step 6: Because they would no longer have an 

$841 monthly mortgage payment, they realized they 

could use some of the dollars they had been spend-

ing each month to strengthen gaps in their retirement 

income plan. They decided to discuss with Shelle the 

purchase of a traditional long-term care insurance 

policy. It felt good to know that they would have 

access to care in the future, be able to protect their 

assets, and wouldn’t be a burden on their loved ones.

 Step 7: With the remainder of their newly liber-

ated personal income, they looked into buying life 

insurance for themselves and for their grandchildren. 

They also thought about keeping the money for en-

joyment each month. 

 There are myriads of ways that housing wealth 

can be incorporated into a retirement income plan. 

This was just one of them. 

What Happens After the Planning 
Conversation?

 Understandably, not every advisor knows how to do 

this or has time to go beyond reverse mortgage basics, 

but for those ready to invest a few hours of time, the 

planning possibilities are limitless. A great next step is to 

look into the Housing Wealth Certificate Course, which 

was designed to teach advisors how reverse mortgages 

incorporate in retirement planning. You can find out 

more at www.HousingWealthCourse.com.

 As you’ve read this article, you probably had 

clients come to mind. You’re already identifying those 

who could benefit from a housing wealth conversa-

tion. You are looking for new clients, and they are 

looking for you—searching for a comprehensive ad-

visor who learns more and more each year and isn’t 

afraid to think outside the box. Your best year may be 

sitting right in your own backyard. n 

 Don Graves, RICP, CLTC, CSA, is the president of 

the Housing Wealth Institute, author and an adjunct 

instructor of retirement income at The American Col-

lege of Financial Services. He is considered one of the 

nation’s leading educators on incorporating housing 

wealth into retirement income planning. 

 Don has been quoted in Forbes magazine, fea-

tured on PBS-sponsored shows, and recognized as 

one of The American College’s 11 Retirement Income 

Alumni you need to read. He is a sought-after profes-

sional speaker and his workshops are helping advi-

sors across the country to grow their practices.

www.HousingWealth.net | askdongraves@gmail.com | 

800-762-6315

Acres of Diamonds
continued from page 5

6   n  Practice Management   |   April 2019




