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Hello Jennifer:
Homeowners Insurance:
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Beware of Loopholes

Question
| am a recently retired 68-year old. A




friend in similar circumstances has a Customize Your Perils
reverse mortgage. What is a reverse
mortgage and how can | tell if it is right
for me?

Answer
Reverse mortgages are a way for seniors
to convert home equity into cash.
Homeowners must be at least age 62
and the maximum you can borrow is
limited by the equity in your home. In
essence, you give up your home equity
for a lump sum of cash, a line of credit,
or monthly payments.

Itemize Your Valuables

Since lower home values have made Understand Replacement Cost

selling or refinancing less attractive,
reverse mortgages have become more
common the past few years. However,
you must weigh the tradeoffs carefully.

For starters, reverse mortgages have
significant costs. An upfront cost of 10%
has been common in the past, though
costs have fallen over the past few
years.

Origination fees can be up to 2% of a
home's value, but are capped at $6,000.
Closing costs vary, but are usually about

another 2% of the loan amount.
Depending upon the loan, there may be
additional mortgage insurance fees of as
much as 1.25%. And since this is a loan,
you pay an interest rate. Some rates are
fixed, others are variable.

In addition, you are still the homeowner
responsible for repairs, property taxes,
and insurance.




On the plus side, you get to stay in your
home. Your reverse mortgage is repaid
(with interest) when you sell your house,
move out for 12 months or more (such
as a stay in a nursing home), or die.

For seniors with their savings tied up in
their home (and who don't intend to
leave homes debt-free to their children),
a reverse mortgage may be a good fit to
supplement your cash flow. The older
you are and the lower the interest rate,
the more you can borrow.

If you want extra income, a monthly
payment or line of credit could be the
answer to your retirement income
worries. A lump sum, instead, could pay
off an existing mortgage or make home
improvements. Just be sure you fully

understand all the costs and fees. A good

place to read more and try out some
calculators is at AARP's reverse
mortgage site.
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Take an Inventory

Consider Some Wiggle Room

Buy Flood Insurance

Check Your Insurer

More Reasons to Review Your Policy




Greenleaf Financial Group is a Registered Investment
Advisor (RIA).

Full-service portfolio management
with financial planning
from an independent, fee-only firm.




