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Scribes

Meet This Month’s Contributors

Nancy E. Avitabile (Aging Life Care Managers and Reverse Mortgages, p. 28)
is owner of Urban Eldercare®, an Aging Life Care® practice based in
Manhattan, and the president of the Aging Life Care Association®. She
has been featured in Thomson Reuters’, “The Business of Managing Old
Age,” and has written for the Aging Life Care Association® publications,
“Inside GCM” and “The Journal of Aging Life Care.”
Peter Bell (Balanced Viewpoint, p. 5) has a 42-year background as a
housing policy analyst and advocate in Washington, DC. Mr. Bell founded
and serves as president & CEO of the National Reverse Mortgage Lenders
Association. In addition to NRMLA, Bell also serves as the CEO of two
other national trade associations, National Aging in Place Council and
the National Housing & Rehabilitation Association.
Laurie S. Goodman (Stay at Home, p. 25) is vice president of the Housing Finance Policy Center at the Urban Institute. She serves on the board
of directors for real estate investment trust MFA Financial, is an adviser to
Amherst Capital Management and is a member of the Bipartisan Policy
Center’s Housing Commission, the Federal Reserve Bank of New York’s
Financial Advisory Roundtable, and Fannie Mae’s Affordable Housing
Advisory Council. She has published more than 200 journal articles and
has coauthored and coedited five books.
Jessica Guerin (Goldmine in the Golden State, p. 22) has been reporting
on the reverse mortgage market for six years. A frequent contributor to
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Reverse Mortgage Daily, Guerin is a freelance writer and editor who worked
as the editor-in-chief of The Reverse Review.
Darryl Hicks (Talking Heads, p. 10) is the vice president, Communications for NRMLA, where he writes our Weekly Report and administers
our CRMP program.
Christopher Mayer (Stay at Home, p. 25) is CEO of Longbridge Financial
and has spent more than 20 years writing on housing and mortgages, with
funding from sources such as, the National Science Foundation, Department of Housing & Urban Development and the Pew Charitable Trusts
and publications in the top economic journals. He frequently appears in
the media with appearances in the The New York Times, Bloomberg, The
Wall Street Journal, the Financial Times, among other outlets.
Gretchen Napier (Aging Life Care Managers and Reverse Mortgages, p. 28)
is CEO and owner of LifeLinks, with offices in Nashville, TN and Raleigh,
NC. Active in her local communities, she also serves in Aging Life Care
Association as chair of the Public Policy Committee and president of the
Southeast Chapter. She is a national speaker, university professor and
published author.
Mark Olshaker (The Reverse Mortgage Insurance Conundrum, p. 17), our staff
writer, is a best-selling author of fiction and non-fiction and an accomplished researcher in the areas of crime and medicine. Olshaker has written
15 books, including the New York Times Number 1 bestseller Mindhunter—inspiration for the new Netflix series of the same name—andLaw &
Disorder, both with former FBI Agent John Douglas. His latest book is
Deadliest Enemy: Our War Against Killer Germs, with Dr. Michael Osterholm.
Jenny Werwa (Corner Conversations, p. 15) is the director of Public Relations
for NRMLA where she works to promote the efficacy of reverse mortgages to
the media and consumers. Werwa has lived in the DC area since the 90s and
considers herself a Washingtonian, albeit with a slight New Jersey accent. RM

In Reverse

California lending (on a winter’s day)
THERE IS AN ICONIC 1976 NEW YORKER MAGAZINE

cover illustration by Saul Steinberg that looks out from
Manhattan’s West side across the Hudson River and, while
New York is huge and dominant, the whole rest of the
country and the world seems tiny in comparison. I could
not help but think of this image as we thought about this
month’s cover story—but in reverse.
In our cover story this month, Jessica Guerin looks at
the reverse mortgage market in California, which dwarfs all
the other markets in the country. (Goldmine in the Golden
State, p. 22) Of course, California has the largest population
of any state. But the next three largest states (Texas, Florida
and New York) have a combined population that is almost
twice that of California. And yet, California has more
reverse mortgages than those three states combined! It
takes a lot more than just population to explain this. So
Jessica, well-known as the talented editor of Reverse Review
and a one-time California resident now based in Chicago,
went out to search for other reasons. We thought at least
some of the answers might be replicable and thereby help
the industry build up other markets.
And as long as we’re on images hovering over us, let’s
talk about the Mutual Mortgage Insurance Fund, the FHA
vehicle that is both our industry’s best friend and our bete
noire. On the one hand, the MMI provides borrowers with
valuable protection and creates a level of trust in the market.
On the other hand, the statutory requirement that it be
net neutral in each fiscal year’s book of business has led to
frequent adjustments to the HECM program that rattle

businesses and create consumer confusion. There has been
conversation this year, following the issuance of the annual
actuarial review, including remarks by HUD Secretary Ben
Carson, that perhaps the MMI is not the right home for
the HECM program. Staff writer Mark Olshaker reports
on these conversations, as well as on how HECMs ended
up in this fund and what the options may be. (The Reverse
Mortgage Insurance Conundrum, p. 17)
This March/April issue will lead us into the third annual
Reverse Mortgage Education Week, sponsored by NRMLA,
during which we join together as an industry to try to
expand the understanding of the value and versatility of
reverse mortgages. Under the leadership of the association’s
active Public Relations Committee, NRMLA, along with
other sponsoring organizations, including the American
Society on Aging, will be offering a series of webinars to
both businesses that serve the aging population and to
the public.
Two groups that deal directly with older adults and can
help spread information are caregivers and Aging Life Care
Managers, also known as geriatric care managers. Our
CEO and President Peter Bell has been sitting in a classroom amongst caregivers lately and you can read about
this in his Balanced Viewpoint column. (p. 5) And you can
learn more about the relationship between ALCM and
reverse mortgages on page 28.
Happy Reverse Mortgage Education Week.
Marty Bell, Editor
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NRMLA’s 3rd Annual

Reverse Mortgage Education Week
April 23-27

Be a part of Reverse Mortgage Education Week – April 23-27, 2018 –
when NRMLA will host a series of informational webinars to introduce
reverse mortgages to more consumers and professionals who work
with older adults.
With an aim of raising awareness and acceptance of this unique
financial tool that more than a million senior homeowners have used
to age in place, we will be educating older homeowners and their adult
children about strategic uses of home equity in retirement. NRMLA
will also collaborate with experts from other industries to educate their
peers about how a reverse mortgage loan can benefit their clients.
You can help grow our audiences by promoting Education Week webinars
to your networks, business partners and other related professionals.

Visit NRMLAonline.org for details.
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Balanced
Viewpoint

Paying for Care
I HAVE GONE BACK TO SCHOOL.

The National Aging in Place Council (NAIPC), which
grew out of a desire of NRMLA members to network with
other businesses that serve the same clients, has teamed with
the Stony Brook University School of Social Health to train
social work graduates to be Aging in Place Coordinators. In
effect, this is the beginning of a new American occupation.
There are now 25 students of great diversity in age, background and location taking the 12-session, three hour Saturday morning course – and me.
The first few classes focused on the complexities of care
coordination in an environment in which traditional approaches
to health management is changing. There are many smart
new approaches to keeping older adults out of nursing
homes or other care facilities, as well as preventing them from
returning to hospitals, mostly inspired by the Affordable
Care Act. But these efforts are largely dependent on in-home
caregiving. Estimates are that 70 percent of us will need
some caregiving in later life.
There are two sources of in-home care—professionals or
family—and both have impact on personal finances. Though
professional caregivers are not well enough paid, the service
is still expensive. An eight-hour-a-day, five-day-a-week caregiver costs about $40,000 a year while a 24-hour-a-day, sevenday-a-week caregiver costs upwards of $150,000 a year. If
instead, an older adult in need depends on family for care, it
can take the caregiver away from their job and their earnings,
affect business opportunities such as promotions, and lower
the basis that will eventually determine the amount they
receive from Social Security.
How to pay for essential caregiving is already a national
crisis that is only going to get worse as we experience the
results of longevity and the over-75 sector grows.
Many people are under the impression that Medicare will
help pay for long-term care, but it does not. Many others

By Peter Bell, President & CEO of NRMLA

are under the impression they will
receive support from Medicaid, but
that program has very low asset and
income restrictions. In the last year
of the previous administration in
Washington, there were three separate
innovative proposals for long-term
Peter Bell
care national programs from the
Bipartisan Policy Commission, Leading Age and the LongTerm Care Financing Collaborative. Authors Theresa
Ghilarducci and Tony James recently published their book
Rescuing Retirement, which offers an extremely innovative
national insurance approach to funding retirement for all.
Each of these proposals is based on the philosophy that
retirement security is a shared responsibility of individauls,
employers and the government. In other words, they each
propose a form of additional salary deductions, as well as
matches from employers. In the current federal legislative
enivronment it is highly unlikely any such long-term care
program can garner enough support to become law.
So what are our options? Personal wealth, of course.
And home equity. We are hearing the volume turned up on
using home equity in response to the caregiving affordability
crisis. Research organizations, such as the Urban Institute
and the National Council on Aging, have been presenting
arguments that home equity is an essential piece of the puzzle.
But we also need to educate the caregiving community—
the care agencies, social workers, geriatric care managers
—my classmates, the people who are in the room with
those in need. We need to make them aware that the financial solutuion they need might be right there in their
home. To initiate such an effort, as part of NRMLA’s 2018
Reverse Mortgage Education Week, we will present a webinar
for those providing care. RM
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The Biz

EVERYTHING NEW YOU NEED TO KNOW

People are talking about…
FHA’s Karin Hill and Phil Caulfield Retire
Karin Hill, a career banker who
joined the Department of Housing and
Urban Development in 2010 for a supposed one-year stint and ultimately spent
seven more years managing the Home
Equity Conversion Mortgage program,
retired on December 29.
Although she managed several programs within the Office
of Single Family Housing, the bulk of her time was spent on
HECM. Hill spoke at almost every NRMLA conference and
kindly made herself available to members who had questions
or needed guidance. She was an invaluable supporter of the
HECM program who worked closely with the industry on
many occasions to enhance consumer protections and improve
its long-term financial sustainability.
She joined HUD following a lengthy mortgage lending
career as a senior executive in the private sector, which included
15 years with Washington Mutual/Chase where her responsibilities included strategic leadership, product development, credit
policy, risk management and integration of multiple acquisitions.
Hill’s colleague Phil Caulfield also announced his retirement.
Caufield will be remembered as a devoted public servant who
spent over 40 years at HUD, working out of the Philadelphia
Home Ownership Center and HUD Headquarters. He also
was the chief architect behind the development, implementation and ongoing monitoring of Financial Assessment.
“Few people have spent as much time in the weeds of
HECM policy as Hill and Caulfield. It is because of their
relentless commitment to getting this program right for the
seniors it serves and the industry that offers it, that FHA’s
reverse mortgages continue to be a viable option for homeowners
who seek to age in place. We will miss them both and wish
them well in retirement,” said NRMLA President and CEO
Peter Bell in recognition of their service at FHA.
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Senior Home Equity Grew by $121 Billion in
Third Quarter
Housing wealth grew to $6.5 trillion for U.S. homeowners 62
and older in the third quarter of 2017, a 1.9 percent increase of $121
billion in home equity over Q2, according to the NRMLA/RiskSpan
Reverse Mortgage Market Index.
Gains were driven by an estimated 1.7 percent, or $137 billion,
improvement in home values, offset by a $15.9 billion increase in
senior-held mortgage debt. The RMMI, a quarterly measurement of
home equity held by older homeowners, rose to 233.8 in Q2 2017,
another all-time high since the index was first published in 2000.
“Housing wealth continues to be a reliable source of economic
security for retirement-aged adults. This is as true for people who
want to stay in their own homes as it is for those who are ready to sell
their property in order to access the equity they have built up over
time,” said NRMLA President and CEO Peter Bell.
Pfau: The CFPB Got It Wrong With Reverse Mortgages
Contrary to what the Consumer Financial Protection Bureau
believes, there is value in delaying Social Security and spending down
assets, such as home equity, in the interim, according to nationallyrenowned retirement expert Dr. Wade D. Pfau.
Dr. Pfau, who teaches financial services and retirement planning
at The American College in Bryn Mawr, PA, published an article
in Advisor Perspectives, that refuted the CFPB’s conclusions in an
August report, titled “The costs and risks of using a reverse mortgage
to delay collecting Social Security.”
“Spending from a HECM or an investment portfolio are both
viable options,” wrote Pfau, “and lead to a higher probability of success
and a greater legacy value for assets over the long-term.”
The CFPB, asserted Pfau, says that it is better to work longer
and not retire at 62, but it does not address what a person should do
when they stop working before 70. “Their notion that the costs of a
reverse mortgage exceed the benefits of Social Security delay is incomplete because it does not address how to fund the spending need,
other than to assume the person is still working. If retired, distributions from an investment portfolio also have a cost in terms of the
lost compounding growth potential for those funds if they are spent
instead of remaining in the portfolio.”
Retirement Risk Index Shows Modest Improvement
The percentage of working-age U.S. households who are “at risk”
of being unable to maintain their pre-retirement standard of living
in retirement fell from 52 percent to 50 percent between 2013 and
2016, according to the latest National Retirement Risk Index (NRRI)
published by Boston College’s Center for Retirement Research.
“The bottom line is that half of today’s households will not
have enough retirement income to maintain their pre-retirement
standard of living, even if they work to age 65 and annuitize all their
financial assets, including the receipts from a reverse mortgage on
their homes,” according to an Issue Brief announcing the findings.
“Retirement security remains a major challenge that requires today’s
workers to save more and/or work longer.”

Improvement in the NRRI was driven mainly by rising home
prices, with stock market gains also contributing. At the same time,
Social Security’s rising “Full Retirement Age” and declining interest
rates served as a headwind against greater progress.
Researchers construct the NRRI using the Federal Reserve’s
2016 Survey of Consumer Finances, a triennial survey that collects
detailed information on household assets, liabilities and demographic characteristics.

Stanford Research Advocates Reverse Mortgages For
Consumers Evaluating Retirement Income Options
Reverse mortgages should be
one of the tools that retirees and
their financial advisers consider on
a case-by-case basis when evaluating
options for improving retirement
security, according to a new study
published by the Stanford Center
on Longevity, in coordination with
the Society of Actuaries, titled
“Optimizing Retirement Income by
Integrating Retirement Plans, IRAs,
and Home Equity: A Framework for Evaluating Retirement
Income Decisions.”
It will be critical for many older middle-income American
workers to effectively deploy all their retirement resources that
have significant value, including accounts in defined contribution
retirement plans, IRAs, and home equity, wrote the study’s authors,
which includes Dr. Wade Pfau, professor of retirement income at
The American College of Financial Services and author of Reverse
Mortgages: How to Use Reverse Mortgages to Secure Your Retirement;
Steve Vernon, retirement scholar at the Center for Longevity and
MarketWatch retirement columnist; and actuary and certified financial planner Joe Tomlinson, who served as a vice president at John
Hancock Financial Services for 27 years.
“Our analyses demonstrate that reverse mortgages can have
legitimate uses in retirement planning,” they commented. “Specifically, reverse mortgages can be used to:

CONVENIENT

Online Access 24/7

CUSTOMIZED
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Branded Collateral

COMPLIANT

Approved Content

• Increase monthly income in predictable ways through a
monthly tenure payment,
• Increase accessible wealth in predictable ways, to be used for
unforeseen emergencies or long-term care expenses or
• Reduce downside volatility and the chances that total
income will fall below specified thresholds.
A reverse mortgage is most appropriate, the authors added,
when retirees intend to stay in their house for an extended period,
perhaps for the rest of their lives. “They also need to understand the
costs of reverse mortgages, which can be considerable, so they can
decide if the costs justify the benefits.”
The Biz continued on page 8

Become an AAG Approved Partner!
866-964-1109 | aag.com/wholesale
American Advisors Group, NMLS #9392, headquartered at 3800 W.
Chapman Ave., 3rd & 7th floors, Orange, CA 92868. For industry professionals only – not intended for distribution to the general public. This
material is not from HUD or the FHA and was not approved by HUD
or a government agency. License information can be viewed on: http://
www.nmlsconsumeraccess.org or http://www.aag.com/disclosure
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The Biz continued from page 7

New Research Highlights Benefits
of Delaying Retirement

The Press is talking about…
How to find the best reverse mortgage lender
https://loans.usnews.com/reverse-mortgage
U.S. News and World Report

Deferring Social Security past the age of 66 by three to six
months has the same impact on a person’s retirement standard of
living as saving an additional one-percentage point of labor earnings
for 30 years. In other words, a 49 year-old person making $113,000
a year could take the drastic step of upping his retirement savings
by ten percent of his salary. Or he could achieve the same result by
retiring two years and five months later than originally planned.
That’s according to a new National Bureau of Economic
Research working paper, titled “The Power of Working Longer.”
“Deferring retirement by one year allows for an eight percent
higher standard of living for a couple and the subsequent survivor,”
wrote the paper’s authors. “The effect compounds for two-, three- and
four-year work extensions. The impact of working longer relative to
saving more increases as individuals get closer to retirement.”
The working-longer effect is strongest for those with the lowest
incomes: If you make $21,996 a year, delaying retirement by just
two-and-a-half months has the same effect as saving one percent of
earnings for 30 years, while delaying retirement by a little over three
weeks is equal to saving one percent for ten years. This is because
those with lower incomes get a higher percentage of their expected
retirement earnings from Social Security, and claiming Social Security
later results in higher monthly benefits.
LET US KNOW WHAT YOU’RE TALKING ABOUT.
This new forum is the place for readers to share their
opinions with fellow colleagues about the direction of
the reverse mortgage business and other retirement
trends. Submissions should be limited to 100 words or
less and submitted to Associate Editor Darryl Hicks,
at dhicks@dworbell.com.
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A new online guide from U.S. News & World Report
encourages readers to find out if they can benefit from a reverse
mortgage and explains what to look for in a lender. In the article,
NRMLA President and CEO Peter Bell recommends consumers
use lenders who are members of the National Reverse Mortgage
Lenders Association. “Our lenders have to follow a code of ethics
for how they treat their customers,” said Bell. “If a customer
ever has an issue with a lender on our list, they can reach out
to us and we can help resolve the dispute.” The guide offers
an overview of how the loans work and describes the different
types of reverse mortgages, benefits and drawbacks and eligibility
requirements.

Financial advisers should avoid error by omission and
consider reverse mortgages
http://www.investmentnews.com/article/20180122/
BLOG09/180129987/financial-advisers-should-avoiderror-by-omission-and-consider
InvestmentNews
The vast majority of financial advisers fail to incorporate
home equity planning or reverse mortgages into their practices,
which may put their clients in a worse situation than if there
had been an error of omission, retirement expert Jamie
Hopkins wrote in InvestmentNews. In his article, Hopkins
commented that “not including home equity and reverse
mortgages in the financial planning process is the largest failure
of the financial services profession at this time.” Compensation
models, a lack of education and specific compliance policies are
some of the reasons why this is the case. “However, if advisers
are truly committed to doing what is in the best interest of their
clients, this needs to change. The financial advisory world needs
to embrace home equity and reverse mortgages,” said Hopkins.
“Anything else is not reasonable.”

In Washington
they’re talking about…
FHA Clarifies Upfront MIP Formula For
HECM Refinances
In one of its final acts of 2017, the Federal Housing Administration published FHA Connection (FHAC) Release Notes that
updated and clarified its formula for calculating the initial mortgage insurance premium for refinanced Home Equity Conversion
Mortgages.
The announcement was made via FHA Info #17-59, published on Friday, December 29, and posted to the HECM Lenders
Page on HUD.gov.
The formula was modified on November 14, 2017, and affects
only HECM refinances with case numbers assigned on or after
September 19, 2017. The formula change conforms with requirements set forth in the Federal Register Final Rule FR-5353-F-03,
Federal Housing Administration: Strengthening the Home Equity
Conversion Mortgage Program. The FHAC Release Notes outline
changes and processing instructions for lenders to calculate IMIP
for HECM refinances.
NRMLA is working with FHA to determine how refinance
cases that may have been overcharged, or undercharged, prior to
this recent policy clarification will be handled, as well as how the
loan documents for those cases will be treated. Additionally, FHA
is working on updating its calculator so that the formulas will be
correct. We will continue to provide further updates as they occur.
CFPB Will Not Assess Penalties for 2018 HMDA
Data Submissions
The Consumer Financial Protection Bureau said it will not
assess penalties with respect to errors in Home Mortgage Disclosure Act data collected in 2018 and reported in 2019, and will
not require banks to resubmit data for that period unless errors
are found to be material. Banks must begin submitting HMDA
data collected in 2017 and beyond using the CFPB’s new online
platform on January 1.
“The bureau recognizes the significant systems and operational
challenges needed to meet the impending requirements under the
rule,” the CFPB said, noting that its decision to not assess penalties
on 2018 data will “provide financial institutions an opportunity to

focus on identifying any gaps in their implementation of the
additional requirements and making improvements in their
HMDA compliance management systems for future years.”
CFPB added that it “expects that any supervisory examinations
of 2018 HMDA data will be diagnostic, to help institutions identify compliance weaknesses, and will credit good-faith compliance
efforts.”
The bureau also announced that it is opening a rulemaking to
consider various aspects of the 2015 HMDA Rule, including the
institutional and transactional coverage tests and the rule’s discretionary data points.

Former FHA Commissioner Recommends Separating
HECM From MMI Fund
Public policy experts debated proposals
to strengthen FHA for the future needs
of U.S. housing at an event hosted by the
Urban Institute in Washington, DC, in
January. Carol Galante, an FHA Commissioner during the Obama Administration,
presented strategies to sustain the government’s support of underserved populations while also continuing
to serve a broad spectrum of lower-wealth homebuyers. To improve
the accounting of the FHA’s programs, she recommended establishing a new capital reserve standard and also removing the Home
Equity Conversion Mortgage program from the Mutual Mortgage
Insurance Fund.
“There has been a lot of discussion about the HECM portfolio
and how that is accounted for,” said Galante, who ran FHA from
2011 to 2014. “It is such a different business [compared to FHA’s
forward mortgage program]. It really obfuscates for better and for
worse what’s going on in each of the funds. I recommend that we
separate those capital reserve accounts and look at them separately
and judge them separately.”
Galante’s comments echo an Urban Institute report published
in December that advocated separating HECM from the MMI
fund, and a statement issued in November by NRMLA President
and CEO Peter Bell supporting further study of the issue.
Ed Golding, who led FHA during President Obama’s second
term, and Adolfo Marzol, a senior adviser for housing in the Office
of the Secretary at HUD, also spoke at the Urban Institute event
and responded to Galante’s HECM recommendations as part of a
roundtable discussion.
Marzol commented that because recent changes to the HECM
program won’t correct the perceived flaws with older books of business, HUD is working with industry and advisors to improve the
long-term health of the program. Golding expressed optimism that
by next year, the actuarial review will show a much lower rate of
delinquencies on books made four years ago after new policies went
into effect. “For many people, it’s such an important program to
age in place,” he said of HECM. “So it’s that balancing of mission
and a very difficult program to risk.”

And now you’re up to date.
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Talking
Heads

Christopher Mayer, PhD

Chief Executive Officer, Longbridge Financial
By Darryl Hicks

IT WAS SPRING 2012. CHRISTOPHER MAYER WAS

sitting at his desk at Columbia Business School grading papers,
when he received a phone call from John Sinclair, former
director of research at Fidelity Investments, with a business
proposition. Would Mayer like to participate on an academic
advisory board in a start-up reverse mortgage company?
Mayer was a distinguished scholar and researcher in real
estate and financial markets. He had worked at the Federal
Reserve Bank of Boston and served on the faculties at the
University of Michigan, the University of Pennsylvania and
Columbia, and had been director of the Paul Milstein Center
for Real Estate.
He was also an entrepreneur and investor, who recognized the social value and market potential of reverse
mortgages. Sinclair co-founded Longbridge Financial with
Michael Gordon, head of new business ventures at New
York Life Insurance Company, who became the company’s
CEO. Mayer soon accepted Sinclair’s offer. When Gordon
left to pursue a new job at BNY Mellon, Mayer replaced
him as chief executive officer. Over the next five years, Mayer and his team would build Longbridge into one of the
largest originators and issuers of HECM Mortgage-Backed
Securities (HMBS) in the nation.
Reverse Mortgage magazine sat down with Mayer to talk
about his journey developing a start-up company, how his
academic background has influenced his daily decisions,
and where he sees the company and the industry headed.
Reverse Mortgage: In addition to your teaching responsibilities, why did you start a reverse mortgage business?
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Christopher Mayer:
I wrote my first research
paper on reverse mortgages in 1994. The Home
Equity Conversion Mortgage was still new, volumes
were low, people were still
figuring it out. I had just
finished my PhD at MIT,
but saw the value of equity
extraction and its social
Christopher Mayer
implications for retirement
planning. However, I didn’t do anything with reverse
mortgages for another 18 years, until I was approached
by a group looking to start a reverse mortgage company. It
was an opportunity to address a serious need, help consumers
and be part of a successful business.
RM: How does your role as a professor/researcher contribute to your role at Longbridge? And vice versa?
CM: For me, research is critical to what we do at Longbridge. We have a very structured approach to modeling the
value of reverse mortgages and trying to link capital markets
with how the company operates every day. That disciplined
approach comes from my background as a researcher and
working with other people who have that same approach to
thinking about valuation. We constantly try to understand
where the market is and that has worked out well for us as
a company thus far. We look at reverse mortgage clients,
at the levels of credit being extended and we figure out

Talking
Heads
where we can find value. The flip side is how does my role
at Longbridge help with research. That also has been valuable. Understanding how reverse mortgages work informs
my research. I have one research project with Professor Min
Hwang of George Washington University examining how
homes that are associated with HECMs appreciate in value
compared to other similarly located homes to understand
the financial viability of reverse mortgages. A second project
is examining the drivers of tax and insurance default rates,
including why they were high and the impact of recent reforms, like financial assessment and draw limits, in bringing
them down. Finally, we have a project looking at how access
to credit, like reverse mortgages, impacts the financial stability of elderly households who use (or do not use) reverse
mortgages to help with retirement.
RM: Please walk us through the process of creating a
new company, like Longbridge. What kind of team did
you need to get started?
CM: Creating a great company requires a great team. I have
two excellent partners. Melissa Macerato helped MetLife get
into the reverse mortgage business and served as the com-

pany’s national sales leader. On the other side, Manjiang
(Michael) Xu, runs our operations. He was at New York
Life when it built a reverse mortgage product that ultimately
was not released into the market. We also have a senior
management team with decades of experience in reverse
mortgage lending at major institutions. That experience at
large companies means that we understand the challenges of
getting bigger and knowing how to scale up. It’s also about
having the right controls in place. Our head of compliance
and QC, Laura Cullen, has been very focused on instituting
controls on our processes and in examining retail loans
and those we buy through our wholesale channel. Having
a transparent accounting system for your investors is also
important. You can’t have a business grow as fast as Longbridge has without understanding the institutional constraints
and the kinds of things that, as you get bigger, regulators
and investors examine more carefully. Warehouse lenders
dig deep to understand all of your processes and procedures.
If a storm hits or power fails, they want to know if you have
a contingency plan for service interruptions. And that you
have high-quality security systems in place. Finally, we all
Talking Heads continued on page 12
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believe that it is critical to build a company with a core set
of values about putting our customers first. These are things
associated with scaling a successful business.
RM: How long did it take to build the company? How did
you find funding? How do you convince funders to support
a new company?
CM: The company was founded in 2012, but it wasn’t
until 2014 and 2015 that we started ramping up. In its
early years, Longbridge was funded by its officers, friends
and family. Then the contract with BNY Mellon provided
resources to help us grow. And with a relationship in place
with BNY Mellon, we got our first institutional capital
investment from Ellington Financial. This was so important.
It meant we had an investment from a publicly-traded company with deep experience investing in HMBS securities.
Ellington has a deep understanding of reverse mortgages,
especially the capital markets side, and they wanted to learn
more about the origination side of the business. Michael
Vranos, founder and CEO of Ellington Management
Group, has been very supportive of our company, as have
our board members from Ellington, Nikolay Stoytchev and
Daniel Margolis. After BNY Mellon decided to exit the
reverse mortgage business, we sought Ginnie Mae approval
to be an HMBS issuer. We wanted to service reverse mortgages.
I know people talk about the challenges of servicing reverse
mortgages, but from my perspective, the advantages are
numerous. You own that loan for a long period of time and
the relationship with that borrower. If you lend to borrowers
whose financial means are not great, or whose loans were
originated inappropriately, that creates problems. We are
very careful about the loans we buy and the companies we
work with to ensure that we are getting loans that are going
to be successful. If you do servicing well, you can control
the losses in your portfolio. As the portfolio grows, servicing
provides cash flow, which creates stability for the company
during times when originating loans can be challenging.
RM: What distinguishes Longbridge from other companies?
CM: We are a data and research-driven company. We bring
sophistication to the capital markets and link together the
different parts of the business. We don’t think about origination separately from servicing or securitization. We think about
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those things together because we are looking for borrowers who
are going to own their loans for a long time when we securitize them. That integration is really important. We spend a
lot of time on numbers and understanding where value is
created along the chain of producing, securitizing and servicing
loans. In terms of leadership, you can get away with a CEO
who comes from outside the business, but you can’t succeed
without a team of managers who are deeply knowledgeable,
who have been in the business a long time and come from
good companies. And on the entry level side, we want Longbridge to be a company for people to build careers. So, at the
top you need people who can run large areas. In the middle,
you need people with deep experience in the areas they are
running. Then you hire entry-level people and train them to
think about the business the same way you do and offer them
a career path where they can see promotion and success
within the company. The combination of all of those things
has made for a successful business model.
RM: You’ve not only received capital investments from
Ellington Financial but also Home Point Capital.
What attracted these companies to Longbridge? What do
investors expect as a return? Are they patient or do
you need immediate results? What is a lender/investor
relationship like?
CM: The reverse mortgage business addresses a demographic
group, homeowners age 62 and older, that has more than six
trillion dollars of home equity, but very little market penetration. We have a leadership team with deep experience in
reverse mortgages. And perhaps the most important issue
was that the loans originated and serviced by Longbridge
were all new loans, post financial assessment, post upfront
draw limits. We focus on the quality of what we’re doing, so
we’re able to have a high-quality portfolio of loans that don’t
have the legacy issues associated with the business. They also
believe, as do I, that reverse mortgages will remain a viable
business for many years to come. In terms of patience, when
you have great institutional investors, they aren’t necessarily
looking for results tomorrow. Rather, they are looking for a
plan and you’re ability to execute and meet commitments
based on that plan as a management team and as a company. Our plan did not have us making money on day one.
We had to go through a process of acquiring loans, getting a
Ginnie Mae license and being able to issue HMBS securities.
Our business model was a bit unique because we bought a
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lot of reverse mortgages with the intent of securitizing them
once we got our issuer license. Most issuers get the license first
and then build a portfolio. But we were building momentum,
we didn’t want to lose that momentum, and so we held
loans on our balance sheet while applying for the securitization license. The Ginnie Mae licensing process can be
long and drawn out with a lot of due diligence, but we were
able to start issuing securities within ten months, which was
incredibly fast. We worked closely with Ginnie Mae’s staff.
They asked a lot of questions. They carefully scrutinized our
team, our business plan and that we had a strong capital
commitment. So, we had to go through that whole process.
But our investors were patient!
RM: Besides having a good, executable business plan, what
else makes for a successful relationship between a lender
and its investor?
CM: It requires communication. If you can’t deliver on
something, or even when you exceed expectations, you need
to communicate that. It’s also good to have investors that
bring more than just capital to the table. In our case, Ellington
has deep capital markets experience in HMBS securities.
They helped us develop a sophistication in that area. Home
Point has an incredibly experienced team running the forward
mortgage side of its business, led by their CEO Willie
Newman, who has been a strong advocate for our company.
They understand the mortgage business. They understand
the regulatory issues. Management issues. Reporting issues.
IT issues. The combination of operating experience and
capital markets experience has proven immensely helpful to
Longbridge. It’s critical to find investors who can contribute
to your success. It’s a partnership that’s working for us.
RM: Do you think the recent reduction in principal limit
factors will inspire more companies to launch their own
proprietary reverse mortgage products? Will Longbridge
be among them? Can the business survive as a one
product industry?
CM: Yes, Longbridge expects to develop its own products
over time. Our company started back in the New York Life
days when Michael Gordon and Manjiang Xu developed a
proprietary reverse mortgage product. Our head of capital
markets, Tim Wilkinson, traded proprietary products and
our head of servicing, Richard Burke, serviced them. So, it is

in our DNA that one day we would do the same. There are
a lot of things that we can do more efficiently with a private
product, servicing being one area. That said, it’s difficult to
develop proprietary products right now that compete headto-head with HECM. Investors lack experience in the proprietary reverse mortgage market since the financial crisis.
As that market develops again, there will be opportunities
for innovation, but for now, the products being offered are
relatively simple and more expensive than HECMs.
RM: Given the current conflict and chaos in Washington,
is it wise for the industry to create products that are not
dependent upon the government? And is that possible?
CM: If you asked me the single-most frustrating thing about
this business, it is having a single product that is managed by
the government with all of the uncertainty associated with
that. That said, even with the recent changes to principal limit
factors, I don’t think private-label reverse mortgages will be
the saving grace for this industry for several more years. Look
at private-label options in the forward mortgage market, which
are minimal and have taken years, not months, to develop.
We have to be realistic about where and when that’s going to
happen. But over time, my hope and expectation is that we
will have a market with viable, privately financed products
that can successfully compete with the HECM.
RM: If you could impart one piece of advice to a community bank or a mortgage broker that’s debating whether to
enter the reverse mortgage space, what would that be?
CM: Reverse mortgages appeal to a client base that is growing and needs our help to have a better retirement. There
is tremendous opportunity, but it’s a product you need to
commit to. You have to learn about the product. You have
to learn about the rules and regulations. And you have to
understand that the sales process is completely different
compared to forward mortgages. There are some examples
from the top ten or 15 lenders from the forward world that
have ramped up and been successful in this business. But it
didn’t happen in ten minutes. They devoted resources and
hired experienced people to do it right. If you’re a bank,
it’s nice to help young people buy a home, but I think it’s
equally compelling to look at your older population who
have hundreds of thousands of dollars in home equity. It’s
sitting right under their noses. RM
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Corner
Conversations
The Hidden Results of Conferences

By Jenny Werwa

IN THE SAME WAY THAT PEOPLE CHOOSE A
a restaurant based on the menu, but go back for the service,
industry professionals attend NRMLA conferences for the
agenda, but return for the networking. For this article, I
spoke with three professionals from three different companies and all three emphasized the benefits of the meetings
around the meeting.

She met with, and befriended, upper management of
a lending partner. Now they chat via text message.
Robin Loomis, CRMP, hasn’t missed a NRMLA Annual
Meeting in seven years and she intends to keep her attendance streak going for as long as she works in the industry.
The Tucson-based loan officer for NOVA Home Loans
says of her commitment to conferences that, “We are firm
believers in education and we know that when we go to a
NRMLA meeting, we are going to learn something new.”
Loomis says that the session content, HECM policy
updates and speaker insights make NRMLA events worth
the price of admission, but the agenda printed in the
conference book is only half the benefit of attending. Outside the hotel ballrooms with the classroom style seating
arrangements are opportunities to sit down with vendors
and lending partners, to make new contacts in the exhibit
hall and mingle during evening receptions.
During one scheduled on-site meeting with a vendor,
NOVA was able to smooth out the kinks in a newly adopted
technology process. In another example of an invaluable
in-person meeting, Loomis beams, “I didn’t expect to
meet with upper management of a lending partner, but I
did and now we have a friendly enough relationship that I
can text her with a question and she’ll text me right back.”
A young employee posed an insightful question to a
panel of speakers. This executive was impressed.
“The meetings that take place around NRMLA conferences keep the industry going,” says industry veteran and
Chief Development Officer for Finance of America Reverse
Sherry Apanay. The personal, face-to-face interactions can
make all the difference when it comes to building relationships, getting deals done and even smoothing ruffled
feathers. “There are tensions that can be calmed down over
a drink at the reception,” Apanay tells me over a drink at
an event for NRMLA’s Executive Committee.

A lot of advanced preparation goes into scheduling company and client meetings to take advantage of having the
whole team in the same time zone, but there are also interfaces that come together organically on-site. “There are always
some impromptu meetings that spring up just by virtue of
being in the same vicinity for a few days,” she says. “And
from that, there are opportunities that you hadn’t planned
for, but that can manifest into something valuable.”
In one example, Apanay says she was listening to the
Q&A after a general session when a young professional she
had not met from FAR’s “forward” sister company, Finance
of America Mortgage, went to the microphone to ask a
question. “I was really impressed with her and since we
were both at the meeting, I was able to introduce myself
right away. We’ve forged a relationship and we’re going to
help her grow professionally in this industry.”

Confidence from conferences make his clients more
confident in him.
It was the quality of content, organization and leadership at NRMLA’s 2012 Annual Meeting that convinced this
one-time reverse mortgage skeptic to reevaluate his opposition to the product. “I went from being completely cynical
to having a bulletproof conviction that a reverse mortgage
can help the seniors I serve to have a better retirement,” says
Loren Riddick,CRMP, who was recently named national sales
director of Reverse Lending at Peoples Home Equity, Inc.
His belief in the product and the industry grow stronger
with every NRMLA meeting he attends. “The conferences
are confidence boosters for me,” says Riddick. “I learn from
the sessions whether I’m in the audience or speaking from
the main stage, engage with my CRMP colleagues and meet
with the industry’s top executives. Then, when I go home to
Tennessee and meet with clients, I am able to speak from a
place of greater credibility and authority which is what our
seniors, and their families, both desire and deserve.”
Riddick sees his investment in conference participation
as part of what sets him apart from other loan originators.
“Our borrowers recognize the value in working with someone
who has a national perspective on the business. When I
share what I learned at an industry meeting, that means
everything to them.” RM
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The Reverse Mortgage
Insurance Conundrum
Finding the proper fund and realistic assumptions
FOR THE SECOND YEAR IN A ROW, AN INDEPENDENT

auditor found HUD’s Mutual Mortgage Insurance Fund
(MMI) to be seriously in deficit. The HECM program
was identified as the culprit.
By statute, the MMI must be net neutral so as not to
require a draw on Treasury and be portrayed as a drain on
taxpayers. So any time the annual actuarial report shows
a requirement of subsidy, the industry dependent on the
HECM program begins to palpitate. Many industry experts
and observers suggest placing the HECM program in the
MMI Fund is akin to putting a football lineman in a ballet
company. There are also concerns that the projected 30year assumptions being applied in the audit do not represent
the reality of the situation.
So, why are HECMs insured via the MMI Fund? How
did they get there? Do they have to remain there? And if
not, what would it take to move them?

The Background
In 1934, Congress established the Federal Housing
Administration as part of the National Housing Act. Prior
to that, private banks and other financial entities had provided financing for home loans, but the Great Depression
created so much stress on the system that by 1933, as many
as 1,000 American homes were being foreclosed upon every
day and banks couldn’t survive the losses of cash lent and
home asset value depreciation. The loan vehicles largely
were not what we think of today; most were three to
five years with balloon payments at the end. But by the
beginning of 1934, with so many homeowners out of
work and facing destitution, it was estimated that nearly
half of all urban home loans were in default. It took the
private financial industry more than 20 years to recover.
The FHA’s critical mission was to alleviate this crisis
by regulating mortgage terms, rates of interest, as well as
stimulate new construction and employment—two million
construction workers had lost jobs—to make it possible

By Mark Olshaker

for more individuals to own, finance and afford homes.
Central to this mission was that FHA would guarantee
the payment of mortgage debt on any loan it approved
should the borrower default. To support this endeavor,
Congress appropriated $10 million in 1934 to establish a
Mutual Mortgage Insurance Fund (MMI), that was then
intended to be self-sustaining through insurance premiums it
collected from borrowers. By 1986, the fund had grown to
more than $4 billion. In fact, MMI was self-sustaining and
required no additional taxpayer funds until 2013, during
which time it insured more than 40 million loans.
Along the way, rules were put in place to safeguard
its viability, including maintaining a two percent positive
cash reserve.

Other Risks
There have been numerous additions and alterations to
the National Housing Act over the decades as FHA’s mandate
has expanded. Some of these changes have addressed inherent flaws or omissions in the original act. One of the most
well-known and notorious of these was “redlining,” whereby
lenders used the original FHA Underwriting Handbook’s
Residential Security Maps to justify not granting mortgages
in predominantly African American and certain other neighborhoods and preclude discriminated minorities from home
ownership.
Over time, however, government officials and economic
analysts realized that the self-sustaining MMI Fund was
not an appropriate vehicle to insure all housing risks. A
General Fund was needed to guarantee housing endeavors
and projects whose risk thresholds might be higher or less
quantifiable and predictable than individual home loans,
but that nonetheless served the public good in important
ways. The General Insurance Fund was authorized with
the creation of HUD in 1965. Within its mandate was
insurance for loans to develop, rehabilitate and refinance
Insurance continued on page 18
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multifamily rental housing, co-ops, nursing homes and
extended care facilities and hospitals. An amendment to
the National Housing Act of 1968 subsequently designated
a Special Risk Insurance Fund, which essentially covered
anything that was particularly difficult to underwrite.
They are now combined into HUD’s General and Special
Risk Insurance Fund (GI/SRI).

Enter HECM
Though the concept of a private reverse mortgage issued
through savings and loan associations goes back to 1961,
the government-backed Home Equity Conversion Mortgage came into being during the Reagan administration
as a demonstration pilot program in 1988. As a new and
untested entity that had to be backed by HUD’s full
faith and credit, it was logical to insure it through the
General and Special Risk Fund. Since it was a program
designed to help seniors 62 and older stay in their homes
instead of having to move to situations that might place
greater burden on family or government, it was deemed

good public policy even if GI/SRI had to subsidize it to
some extent.
HECM remained in the General Fund as it gained
traction among both originators and borrowers and as
HUD made various adjustments to the product and terms,
such as loan limits and draw requirements.
That all changed in Fiscal Year 2009 with the enactment of the Housing and Economic Recovery Act of 2008
(HERA). Within it was the FHA Modernization Act that
moved all new HECM program endorsements to MMI.
The thinking behind it was that now that HECM was an
established reality and means of home financing, it belonged
in the MMI Fund along with forward mortgages. Other
programs involving single families, such as condominium
unit financing, were also moved into MMI. Reflecting the
smaller portfolio of programs included in GI/SRI, its loan
guarantee limit was substantially reduced.
In addition to estimating its budgetary requirements
year-by-year, HERA required FHA to obtain an independent actuarial review of MMI each year and HUD to report
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to Congress each year on the fund’s actuarial soundness.
The review is supposed to estimate the fund’s cash on
hand, plus the net present value of all the expected future
cash flows on mortgages insured by the fund. Compliance
with the requirement to maintain at least the two percent
capital ratio is determined by dividing the total value of the
fund by the total dollar amount of covered mortgages.
Despite the legal requirements, according to the Congressional Budget Office (CBO), the estimated ratio fell
below two percent for the first time in 2009 and continued
to decline. And since the Federal Credit Reform Act of
1990 mandates that no federal credit program may run out
of funds to cover the cost of outstanding obligations, this
became a political and administrative hot button. Then, in
FY 2013, the MMI balance dropped below what was estimated to cover projected losses, causing FHA to draw $1.7
billion from the Treasury Department. Actual losses never
exceeded revenue, but as a result of declines in average
home value, projected losses were higher than projected
future premium income would provide.

The Audit and the Argument
The MMI audit for 2016 estimated the fund to have a
negative value of $7.7 billion on a net present value basis, all
attributable to the HECM program. By 2017, according to
Pinnacle Actuarial Resources, Inc., the firm conducting the
audit, that negative figure had expanded to $14.2 billion,
sending shock waves through the industry and its regulators. There were calls for drastic readjustments in HECM
terms, as well as suggestions that the government get out
of the business of insuring reverse mortgages altogether. In
contrast, the forward mortgage portion of the portfolio was
deemed to have a net positive cash flow of $1.89 billion.
The battle lines were drawn. In a House of Representatives
hearing in October 2017, HUD Secretary Dr. Ben Carson
favored removing the HECM from MMI because of its inherent
uncertainties, while adding that he hoped that changes made
in the HECM program “will sort of stop the bleeding.”
Some on the forward side claimed that without the drag
of HECM in the MMI Fund, rates could be lowered and
Insurance continued on page 20
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still achieve the two-percent reserve. Therefore, they reasoned, young families trying to buy their first homes were
being penalized by seniors trying to stay in theirs. In other
words, does HECM pollute MMI?
“I don’t believe that to be the case,” states Peter Bell,
NRMLA president and CEO. “The problem is that the
asset class HECMs represent doesn’t fit the calculation.”
“When I look at the actuarial review, I’m surprised by
the severity of the projected losses on the newer books and
the highly negative NPV cash flow from the 2017 book
of business, which is twice as negative as 2016,” says Meg
Burns, senior vice president for mortgage policy of The
Financial Services Roundtable’s Housing Policy Council.
“But I, as well as anyone, can only speculate on the conclusions drawn that they will lose money. The report doesn’t
present the assumptions that would help the industry
understand the new figures.” Before assuming her current
position, Burns was senior associate director of Federal
Housing Finance Agency’s Office of Housing and Regu-

So, What’s the Answer?

Bell, NRMLA co-chairs Joe DeMarkey of Reverse
Mortgage Funding LLC, and Reza Jahangiri of American
Advisors Group, and other leaders have been engaged in an
ongoing dialogue with HUD and FHA officials over the
proper disposition of HECM insurance.
There are three main possibilities and a number of variations on these circulating around, each of which has its own
implications and degree of difficulty. The most dramatic would
be to consider a reverse mortgage a different asset class from a
forward mortgage, with different characteristics and aims, and
therefore return it to the GI/SRI Fund. This, however, would
require an act of Congress reversing that provision of HERA.
Looking at the larger picture, Burns says, “I have been an
advocate for moving the program back to GI/SRI, both to
stabilize the MMI fund and to alleviate the policy pressure
on the new FHA leadership team to achieve an immediate
fix, a seemingly impossible objective, given the steep losses
projected for the 2009-2013 cohorts originated in down
markets with full draws. I’m sure that the
There are three main possibilities and a number of FHA team would like to dedicate its limited
variations on these circulating around, each of which staffing resources to the forward mortgage
business, which makes up the bulk of FHA’s
has its own implications and degree of difficulty
portfolio. While the servicing of HECMs,
particularly by FHA’s vendors, could likely
latory Policy, and, before that, director of the Office of
benefit from policy improvements, this work could be done
Single Family Program Development at HUD.
post-transfer to GI/SRI.”
Bell cites the differences between the forward and
Another suggested possibility would be to discount the
reverse entities. “With a forward mortgage property, you
HECM portion of the MMI portfolio in calculating the
generally have the value of the home going up and the
two-percent ratio. Some critics say this would simply be an
balance of the loan going down, so there is naturally less
accounting trick that would not alter the actual situation.
risk. With a HECM, you’re projecting a lot of unknowns,
While open to a wide range of suggestions, Bell
including the life of the borrower, future interest rates and
believes it is most logical “to figure out the proper metrics
home values and the pace of withdrawal. There is also a
for measuring HECM insurance assets and risks, develop
perception that older people don’t maintain their houses as
the necessary management tools and make it its own fund.
well as younger people, so there won’t be as much value.”
We should find a way to measure those assets against risks
Bell, colleagues on the NRMLA board of directors and
with a methodology that also factors in the public benefit
other industry experts maintain that the audit is merely a
of keeping more people in their homes longer. If it turns
present-value snapshot that is not an appropriate vehicle
out that this fund needs a subsidy, we should be able to
for evaluating actual value versus risk.
determine how much that subsidy saves the government
Laurie Goodman, vice president of the Urban Institute’s
and individual seniors and their families in other ways,
Housing Policy Finance Center, commented to Reverse
such as through decreased Medicare and Medicaid costs.
Mortgage Daily last September, “I think [HECMs]
“It’s a tall order to establish such a fund and build in the
shouldn’t be in the MMI fund. They have a degree of volaproper methods to make it work,” Bell concedes. “It would
tility, due to interest rate changes, that doesn’t really reflect
take strong executive leadership and substantial investment
what the MMI fund is trying to measure.”
of intellectual capital.” RM
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To Deduct or Not to Deduct
How the new tax law impacts reverse mortgage interest deductions
THE GOOD NEWS IS THAT THERE IS STILL A WAY
way to deduct the interest on your reverse mortgage loan
under certain circumstances. The bad news is that those
circumstances are extremely limited and it is likely that
very few people will be able to take advantage of this.
We consulted a number of accounting firms we work
with for input in this explanation, but each of them warned
us that much of this law is vague and will need additional
explanation from the IRS. We ask you and your clients to
consult with your own advisors.
Tax law splits “qualified residence interest” into two categories: acquisition indebtedness and home equity indebtedness. Prior to the passage of the Tax Cut and Jobs Act of
2017, interest on home-secured loans for both was largely
deductible. Although accountants we consulted said there
is still much to clear up on the quickly passed and
implemented legislation, it appears that is no longer the case.
Acquistion indebtedness is defined by the IRS as “indebtedness that is secured by the residence and that is incurred
in acquiring, constructing or substantially improving any
qualified residence of the taxpayer.” So if you used a reverse
mortgage to pay off a forward mortgage, once the interest on
the reverse mortgage is actually paid, it could be deducted.
Though “substantial improvements” are yet to be precisely
defined, it would seem that if you added a downstairs master
suite, their interest on that portion of the reverse mortgage
loan, once actually paid, could still be deducted.
Home equity indebtedness is basically everything that
does not qualify for acquisition indebtedness. Interest
on home equity debt is no longer a deduction, regardless of when that debt was incurred. So if you
use the proceeds for, as examples, paying for

By Marty Bell

health emergencies, caregiving, paying for a grandchild’s
education, a vacation or reducing credit card debt, the interest
cannot be deducted at any time.
Deductions for uninsured medical expenses, which were
permitted under previous tax law, are no longer permitted.
Home modification for medical purposes, if accompanied by a
doctor’s recommendation, which was also previously permitted,
has also been eliminated. (In some states, such as Maryland,
there are tax credits available on state income taxes for doctorprescribed home modification.) So interest on a reverse
mortgage utilized for those purposes is no longer deductible.
It would seem that if proceeds are divided among different uses, part for acquisition debt and part for home equity
debt, let’s say partially for adding a permanent outdoor access
ramp and partially for paying off a car loan, the interest on that
part used for acquisition debt can be deducted when it is paid.
(Not assumed; paid.) But accountant’s we spoke with could
not yet guarantee that until there is more specification.
In responses to our requests for interpretation on the
effect on estates, Nancy Morton of accounting firm Dauby
O’Connor and Zaleski also wrote, “If a couple are filing a
joint return and the borrowing spouse dies, then the
non-borrowing spouse could benefit from the interest
deduction, as long as the debt is acquisition indebtedness.
Treasury Regulation 1.691(b)-1 allows interest and taxes for
which the decedent was liable, which were not properly
allowable as a deduction in his last taxable year or any prior
taxable year, are allowed when paid as a deduction by the
estate or as a deduction by the person who by bequest, devise
or inheritance from the decedent or by reason of the death
of the decedent acquires, subject to such obligation, an interest in the property of the decedent.”
Of course, all of the above may be moot for most borrowers as a result of the increased standard deductions. If
eligible deductions—which are pretty much now limited
to interest on acquisition indebtedness and property taxes
—do not amount to more $12,000 for individuals or
$24,000 for couples, this provision will not be utilized. RM
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Goldmine in the
Golden State
Why California is home
to more HECMs than anywhere
else in the country
By Jessica Guerin

CALIFORNIA—THE GOLDEN STATE, NOTABLE FOR ITS
abundance of sunshine, celebrities, vineyards…and reverse
mortgages.
So, maybe it’s not the first thing that comes to mind
when you think of the largest state on the left coast, but
California’s adoption of reverse mortgages says a lot about
the state itself—its appeal, its real estate, its residents.
California is home to more than one-third of the country’s
reverse mortgages, with more HECM loans than the next three
largest markets combined. What makes reverse mortgages so
popular in California? There doesn’t appear to be one single
answer. Rather, it’s likely a confluence of unique economic,
structural and cultural ingredients that, when combined,
give rise to an environment where utilizing home equity to
support your retirement years just makes sense.

Leading the Pack
Since the reverse mortgage program was first launched
by the Reagan administration in 1988, California has
had more endorsed HECM loans than any other state. It
has consistently been No. 1 every year with the exception
of 2008, when its volume slumped slightly and Florida’s
growing market made a one-time leap into the top slot.
In 2017, California was trailed by Florida, Texas and
Colorado for the most reverse mortgages, but it beat out the
competition by a long shot. According to John Lunde at
Reverse Market Insight, reverse borrowers in the Golden
State stood out in 2017 with an average home value of
$564,000 and an initial Unpaid Principal Balance (UPB) of
$209,000. (See Numbers, p. 32)

The Demographics
One glaring reason for the state’s impressive HECM
performance is simply the demographics. As the nation’s
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most populated state, California is home to more than 39
million people, 13.6 percent of whom are over 65, according
to 2016 statistics by the U.S. Census Bureau. That means
that at least 5.3 million Californians are over the qualifying age of 62. By contrast, Florida, Texas and New York
—which historically have large HECM markets—have
4.1 million, 3.3 million and 3 million senior residents,
respectively.
According to Lunde, California has the most HECMeligible households by about 20 percent—amounting to
2.5 million potential borrowers compared with Florida’s
2.2 million.

The Real Estate Market
Of course, California’s home price appreciation also
plays a major role in this equation. For decades, the state
has proved to be one of the best places to invest in real estate.
In just this past year, California home prices have risen 8.1
percent, according to Zillow, which predicts they will rise
another 4.1 percent in 2018.
Lunde says the state’s history of rising home values
makes a strong case for accessing equity. “Great home value
appreciation trends over the long-term create a lot of equity
for California households to potentially tap,” he says.
This stands in contrast to Florida, Lunde says, where the
real estate market often attracts a different kind of buyer.

“In Florida, perhaps more people bought their homes as
legislation locks in an artificially low property tax rate until
part of retiring instead of accumulating lots of equity over
the property is sold, preventing many homeowners from
being pushed out because of skyrocketing taxes.
the years.”
Ben Metcalf, director at the California Department of
Mike Kent, president at Liberty Home Equity Solutions
Housing and Community Development, says that Prop
based near Sacramento, also says California home price
13 has offered a huge advantage to older homeowners.
appreciation has elevated the HECM’s appeal in the state.
“We have seen pretty dramatic increases [in home
“They just have so much equity. If you think about a
prices] coming out of the financial crisis. In parts of
home that was bought 30 years ago and what that home
coastal California in particular, there are community zip
value is today, it’s ten, 15 fold,” Kent says. “If they haven’t
codes where we have literally seen a doubling in valuabeen tapping their equity along the way, they just have a
tion for homes from the depths of the downturn to today.
tremendous amount of wealth built up.”
But those older Californians who have been able to ride
But by the same token, high home prices can be a turnoff
through this are seeing their property taxes go up in a very
for buyers and impact the decisions of older homeowners
nominal way.”
considering a move. Jordan Levine, an economist at the
But Metcalf says Prop 13 has also provided a strong
California National Association of Realtors, says this
disincentive for homeowners to move. They might not
might convince some to stay put.
like their house anymore, but they like the low property
“Affordability is pretty abysmal in California at this
taxes, and moving would likely mean giving that up.
point,” Levine says. “I think that discourages folks—even
“Because it’s hard to retain that Prop 13 benefit, folks
if you have a lot of home equity—from turning around
have chosen not to downsize or to relocate,” he says. “I do
and being a buyer in a market with prices like this. It isn’t
think it creates a financial incentive for folks to stay and
that attractive, even if you’re going to make a substantial
age in place in their communities, and so that’s a factor
profit on your current home.”
that’s unique here in California.”
Levine says that supply is low, and that might also
Kent says that while he doesn’t think Prop 13 is a
impact people’s decisions. “We have two-and-a-half months
primary driver propelling the state’s HECM volume, it
of supply right now in California, that’s the lowest it has
could be part of the equation. “I think maintaining the
been in about 14 years,” he says. “That also provides a pretty
strong disincentive to move. You don’t want
to go out and have to battle for a very limited supply of housing and potentially pay a They just have so much equity. If you think about a
home that was bought 30 years ago and what that
premium for those units.”
Levine says these factors have created home value is today, it’s ten, 15 fold.
a unique environment that makes reverse
mortgages especially compelling. “You have
this home equity that you want to realize, but you have
tax base that you have is pretty advantageous, especially if
these market and structural forces—including affordyou’ve owned your house for 30 or 40 years, you’re paying
ability and the lack of available supply—that really make
a nominal amount of tax than you would if you sold it,” he
that a non-starter for many folks. And yet, they have this
says. “I think it’s something seniors might consider when
wealth that they need to realize to get through their retiremaking a decision to sell their home and move, especially
ment years,” Levine says. “I think these things represent
if they are going to stay within the state, because even
optimistic factors about where the direction of the reverse
if they pare down and get a smaller home, it still could
mortgage market is going. I don’t expect to see this industry
be expensive.”
shrinking or going away any time soon, especially not in
Capital gains taxes might also be a factor. Federal
California.”
guidelines dictate a tax on profits that exceed $250,000
for individuals and $500,000 for married couples. For
Californians who have experienced significant appreciaTax Structure
tion and stand to make a substantial amount on the sale of
California’s Prop 13 might also play a role in homeowners’ decisions to age in place. The landmark 1978
California continued on page 24
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their home, this means a sizable portion will go straight to
Uncle Sam.
Instead of selling your house, losing a considerable
percentage of your profit to the government, and subjecting yourself to a bigger property tax payment on your new
house, it makes sense for some Californians to simply stay
put. And if they need to free up the equity in their home
to support their retirement years, a reverse mortgage could
provide a solution.

A High Cost of Living
California’s climate might be considered ideal, but all
that sunshine comes at a price. The state has an exceptionally high cost of living, which certainly shapes the
economic reality for many of its residents. Everyday
necessities in this state cost more than they do in many
other parts of the country.
The Missouri Economic Research and Information
Center performs a quarterly analysis of the costs of living in
the U.S., looking at groceries, housing, utilities, transportation, health costs and miscellaneous expenses. It ranked
California the third most expensive place to live in Q3 of
last year, beat only by Washington, D.C. and Hawaii.
Housing costs in the state top the list of the most costly
expenditures, according to a study by gobankingrates.com,
which labels California’s housing as 92.7 percent higher
than the rest of the country. But housing isn’t the only
thing soaking up people’s hard-earned cash. Transportation costs are 30.1 percent higher, according to the
survey, and groceries are 15.8 percent higher than national
averages.

Lender Concentration
While California’s economic, demographic and structural realities play an important role in its adoption of
reverse mortgages, it’s also worth noting that the state is
home to the largest concentration of HECM lenders, and
this too is likely to be a contributing factor.
According to HUD’s website, California has 3,480
approved HECM lenders working in the state, a number
that is significantly higher than the rest of the country.
California was also home to Financial Freedom, the first
major reverse mortgage lender, and other early reverse
mortgage companies. Today, three of the top five HECM
lenders are headquartered there.
Kent says the reason is simple: higher home values.
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“The average home in California could be worth a lot
more than average homes in other states and could have
more equity, which makes the HECM more viable,” he
says. “And if you look at the distributed retail model, where
you have boots on the ground, there’s a high concentration
of them here because there is also a larger HECM-eligible
population of borrowers in California compared with
other states.”
It’s easy to see how a higher number of reverse originators would translate into more loans. A 2015 study by
Ohio State researcher Stephanie Moulton highlights the
important role word of mouth can play in a borrower’s
decision to pursue the loan. A survey of prospective
HECM borrowers who had undergone reverse mortgage
counseling showed that the second most common way
they heard about the loan was through neighbors, friends
or members of their community.
Clearly, with more originators working throughout the
state, more people are likely to be familiar with the loan.
The greater the number of people aware of the product
and its benefits, the greater the likelihood that this information will spread.

A Cultural Element
Finally, it’s quite possible that California’s culture
has helped tip the scales. Known for being free-spirited,
open-minded and liberal, Californians might perhaps be
more likely to consider alternative solutions to manage
their money.
While Levine says he thinks market and structural factors
are the most influential, he doesn’t discount the possibility
that cultural attitudes might be part of the equation.
“California has historically been a trailblazer in many
different respects,” Levine says. “I think that Californians
are most willing to break with norms and try new things
and are more experimental, just in how we live our lives in
general, and that might lend itself to this kind of thing.”
Kent says he definitely believes there is a cultural element
at play here. “Californians have a slightly different relationship to home equity than what you might find in the
heartland. I think that they’re willing to look at it more
as, ‘there’s the source of my wealth, there’s my savings
account, and it’s there for me to use,’” he says. “I think in
general, Californians are more open-minded about those
concepts. There’s a more liberal interpretation of what lifestyle means, and I think that’s a big consumer driver.” RM

NEW RESEARCH REPORT:

Stay at Home

Despite new tax law, homeownership remains a key strategy
for a comfortable retirement

By Laurie S. Goodman and Christopher Mayer
(This essay is adapted from their recently published article, “Homeownership and the American Dream” in the Journal of Economic Perspectives,
Vol. 32(1): 31-58.)

OWNING A HOME HAS LONG BEEN A GOAL OF

American households with the full support of pundits and
politicians of all political stripes. Yet following the Great
Recession, with the loss of $7 trillion in home equity and
roughly eight million foreclosures, people have started to
re-evaluate the role of homeownership in the American
Dream. Is homeownership a key part of upward mobility
or does it pose a possibly unnecessary risk to households
struggling to support their families? What is at stake is a
potentially fundamental change in the way middle class
Americans live their lives and retire.
For our recent article, “Homeownership and the
American Dream,” we examined the role of home ownership, considering both the long-term financial return to
homeownership relative to renting and how the U.S. data
on homeownership compares to other countries.1 Among
the notable points revealed from our work: for those entering their retirement years, homeownership can be one of
the most valuable and critical tools for ensuring financial
and even physical well-being.
1
Our article also examines how different demographic groups fared over time. These
results show that racial and ethnic disparities in homeownership remain pronounced.
Homeownership rates for black households have fallen every decade for the last 30
years, both unconditionally and after controlling for income and demographics. Even
in 2015, black households with a college education are less likely to own a home than
white households whose head did not graduate from high school.

The Financial Return to Owning a Home
Has been Strong
Surprising many critics who have argued that owning
a home only creates risk, we demonstrate strong financial
benefits from owning a single-family house relative to renting an equivalent property. Using national data since 2002,
the internal rate of return to housing investment is quite
favorable compared to alternative investments, like the
S&P 500 or an index of apartment companies. Of course,
there are no guarantees that past performance will predict
future returns and these results vary with the timing of
the purchase, the holding period, and location. Returns to
homeownership have been less favorable in certain Midwest
locations, such as Cleveland and Chicago, relative to metropolitan areas, like Los Angeles, Dallas and New York.
Table 1 presents our analysis, which assumes a purchase
at the end of 2002, a time when home prices were close to a
long-run normalized level and prior to the large run-up in home
prices from 2003-2006 and the subsequent decline from 20072012. We compare returns for each year of ownership using
data from Zillow on home prices and rents and ownership and
maintenance costs from the American Housing Survey.
Stay at Home continued on page 26

R E V E R S E M O RT G A G E / M A R C H - A P R I L 2 0 1 8

25

Stay at Home continued from page 25

Table 1: Financial Returns from Owning a Home: National Data

Notes:
1) Assumes the home buyer pays a 28% marginal tax rate on Ordinary Income and 20% on Capital Gains.
2) Mortgage rates and costs are based on average annual data from Freddie Mac. Initial mortgage is an 80% loan-to-value 30-year fixed rate in 2002 (5.83% plus 0.6% in points and
1.4% in other closing costs). Mortgage balance is refinanced in 2012 with a 3.6% 30-year fixed rate loan (with 0.7% in points and 1.3% in other closing costs).
3) Value of tax deduction is marginal tax rate multiplied by sum of mortgage interest, property taxes, and points paid on mortgage. Property taxes from Lincoln Land Institute of Land
Policy and the Minnesota Center for Financial Excellency (2017a, 2017b) and Minnesota Center for Financial Excellency (2017) and Government of the District of Columbia (2016).
4) Imputed rental income and value of home are reported by Zillow (2016, 2017) for the median home in the United States. Value of the home is as of December in each year. Rental
income is the sum of rents over the course of the year when the data is measured. Costs are obtained from the U.S.Census Bureau (2016b).
5) Cash to purchase is the cost of the home minus the mortgage amount plus points and closing costs on the mortgage.
6) Sale proceeds are the sale price of the home, less 7% expense (for broker and other sale costs) and payoff amount on the mortgage.

The largest takeaway from the calculations in Table 1
is that owning a home appears to be generally financially
advantageous relative to renting, regardless of whether a
home buyer itemizes deductions. A homebuyer in 2002
would have earned a higher rate of return on home equity than on bonds regardless of the holding period, and
a higher return than on the S&P 500 with a three-year
holding period or more. Including the value of deductions, the home buyer would have outperformed all the
alternative investments in all years. Of course, the financial
analysis does not account for potential risk from concentrating wealth in a single asset and the potential costs of
being locked-in to a home when it makes sense to move
for a new job. However, as most homeowners understand,
homeownership is more often associated with stability.
Why is this particularly important for seniors? When
we examine what is driving these results, a number of factors stand out: leverage, home price appreciation, tax advantages and falling interest rates over the period we exam-
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ined made homeownership the better option on average
throughout the country.
But another factor significantly impacts seniors today:
the recent rapid rise in rents. The decline in homeownership between 2002 and 2016 and increasingly constricted
housing supply have caused rents to rise rapidly throughout the U.S. and, in many places, significantly. For people
moving into retirement and beginning to live off of a fixed
income while managing increasing medical costs, renting
in this environment poses real problems today. By contrast,
when one buys a home, one major cost, the mortgage, is
usually fixed and locked in for the term. With its ability
to protect the homeowner from these rising rental costs
and its history of forcing disciplined savings and wealth
accumulation over an extended period, homeownership
for those entering their retirement years can be close to
a lifesaver. In addition, the ability to access accumulated
home equity provides an added safety net and an asset that
can be utilized to cover costs of retirement.

7) All amounts are compounded annually.
8) After-tax returns for Apartments are computed by using annual dividends from REITs,
estimating the taxable portion of the dividend, and paying the tax using the 28% marginal
tax rate on ordinary income in the year the dividend was paid. Remaining earnings were
taxed at the capital gains tax rate of 28% in the year of sale. Apartment REITs are companies
that own and operate apartments and generally receive similar tax treatment as an
individual investor would for an equivalent investment in apartment buildings. The
S&P 500 returns were assumed to be entirely capital gains and taxed in the year of sale,
whereas the returns on bond fund were taxed annually using a blended rate with capital
gains and ordinary income. REIT returns from National Association of Real Estate Trusts
(2017). S&P and Bond Index returns from Yahoo Finance (2017a, 2017b).

Homeownership Peaks at Retirement in
the U.S. and Across the World
A look at homeownership demographics around the
world confirms the enormous value of homeownership for
seniors. In almost all of the 18 countries we examined closely,
one pattern was consistent: homeownership rates peak at
between 75 and 90 percent as people near retirement age.
It may also surprise the critics of tax subsidies for
homeownership to find out that the U.S. does not have
a particularly high homeownership rate relative to other
higher-income countries. Out of 18 countries we were
able to get comparable data after 1990, the U.S. was
ranked ninth in 1990, at the middle of the pack and
close to the mean rate. Yet by 2015, the U.S. was the fifth
lowest, its homeownership rate of 63.5 percent falling
well below the 18-country average of 69.6 percent. Over
the 1990-2015 period, 13 of the 18 countries increased
their homeownership rates, which is not surprising given
2
See Haurin, Donald R. and Moulton, Stephanie. 2017. “International Perspectives on
Homeownership and Home Equity Extraction by Senior Households,” June 5.

that this was a time period where interest rates fell, which
should increase homeownership rates. The five countries with
declines in homeownership were Bulgaria, Ireland, Mexico,
United Kingdom and the U.S.
Despite having a lower homeownership rate than most
European countries after the crisis, the age-pattern of homeownership in the U.S. is similar to that of other European
countries (see Table 2 in Numbers, p. 32). In most countries,
homeownership rates peak at or near retirement, between
ages 65 to 74. Other than Germany, the homeownership
rate peaks between 75 and 90 percent (it is 80 percent in the
U.S.), well above the rate for younger households. In Germany,
there are protections for renters to ensure that rental prices
do not skyrocket and a strong pension system, which helps
reduce the risk of renting for the elderly. Home equity for
seniors in large European countries exceeds $8 trillion Euros
in 2013 (compared to over $5 trillion Euros in the US).2
What does this mean for seniors and homeownership?
That it is recognized around the world that home equity
can play a significant role in ensuring financial and physical
well-being for people in retirement. While homeowners
often don’t access the equity in their homes directly, except
through the rent-free use of the property, the fact that it is
available can often provide peace of mind.

Conclusion
Our overall conclusion is clear: homeownership is a valuable
institution for all and, for seniors in particular, can make the
difference in a comfortable and secure retirement. On average,
it allows families to build wealth and can create stability for
households able to make their mortgage payments through
tough times. Across the world, homeownership rates peak for
households in their 60s, suggesting that owning a home helps
reduce financial risk in retirement. Moreover, the mortgage
interest deduction is not the main source of these gains; which is
important given the recent tax changes that appreciably reduce
the number of homeowners who will benefit from this tax benefit.
Homeowners continue to benefit from a lack of taxation of
imputed rent and capital gains, which are tax benefits available
in most countries around the world. While the investment
returns to ownership vary depending on factors, like purchase
timing, holding period and location, the overall conclusion is
that, even during a period with the largest crash in home prices
since the Great Depression, homeowners have earned strong
financial returns compared to alternative investments. So,
while two decades of policies in the 1990s and early 2000s may
have put too much faith in the benefits of homeownership,
the pendulum seems to have swung too far the other way, and
many now may have too little faith inhomeownership as part
of the “American Dream.” RM
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Aging Life Care Managers and
Reverse Mortgages
A resource you may not have considered
By Nancy E. Avitabile and Gretchen Napier

An Aging Life Care Manager (ALCM) is contacted by a
couple residing in the suburbs outside New York City and asked
to visit and evaluate their health and financial needs. The husband is 94 years old and has a degenerative cognitive condition.
His spouse has provided social support. Part-time private home
health aides handle the personal care.The couple has Long Term
Care Insurance that will cover the cost of home health care
for several years, but it is limited and does not cover their
living expenses.
The ALCM assesses the clients’ long-term care needs, the
husband’s disease trajectory, the wife’s ability to continue to
provide support. The ALCM examines the remaining LTC
insurance benefits, as well as the couple’s New York State Medicaid eligibility. Even with the Long Term Care Insurance and
retirement savings, the ALCM is concerned the cost of their
needs may exceed their resources. The couple wants to remain
in their home, and the ALCM wants to make sure they can
afford to. So the ALCM considers other funding streams and
contacts a local reverse mortgage loan originator. The couple’s
adult children become very involved; they work in finance
and understand the pros and cons of reverse mortgage. The
ALCM, the family and the reverse mortgage loan originator
work as a team to get the couple a HECM. The combination
of the balance of long-term care benefits, savings and the
reverse mortgage provide the family with a new level of
comfort and security.

What is Aging Life Care?
Aging Life Care™, also known as geriatric care management, is a client-focused approach to caring for older
adults or others facing ongoing health challenges. The
Aging Life Care Manager (ALCM) provides guidance to
older adults and their families. With a broad focus on care
needs, finances and social supports, ALCMs create a sustainable long-term plan that ensures quality care through
the lifespan.
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The ALCM assists clients in attaining their maximum
functional potential. The individual’s independence is
encouraged, while safety and security concerns are also
addressed. ALCMs address a broad range of issues and have
extensive knowledge about the costs, quality and availability of resources in their communities. An ALCM could
be retained to assist with hiring home care providers, to
consult on the pros and cons of assisted living, to help trigger
a long-term care claim or to provide ongoing medical coordination of care.
Many ACLMs are members of the Aging Life Care
Association™ (ALCA), which requires adherence to Standards
of Practice and Code of Ethics and thus provides clients
with a level of trust. While the ALCM may be hired by an
adult child or attorney, the focus is objective and always in
the best interest of the older adult or person in need.
ALCMs begin every relationship with a comprehensive
assessment of the client’s situation that includes their family
dynamics, social support, legal paperwork, mental and
physical health, home safety, life satisfaction and finances.
Finances and cost of care are a concern of almost every
client regardless of the size of their bank accounts. As
illustrated in the opening example, part of the financial
resource assessment includes identifying available assets/
income, state or city entitlements, benefits or coverage and
options that may be available but have not yet been considered, such as reverse mortgages.

Collaborating with other professionals
Aging Life Care Professionals are most effective when
serving as the quarterback of a highly skilled team of
specialized professionals. ALCMs survey the entire field,
keeping an eye on the big picture, and making sure the
specialists are in the right positions to successfully implement the agreed upon plan. To coordinate a care plan, an
ACLM may involve:

• Physicians (from geriatricians and internal medicine
doctors, to specialists of all types);
• Senior move managers (www.nasmm.org) &
organizers (www.napo.net);
• Daily money managers (secure.aadmm.com);
• Elder law attorneys (www.naela.org);
• Fiduciaries;
• Long-term care insurance professionals;
• Home care (Skilled nursing and therapists, as well as
nursing aides and companions);
• Retirement communities (Assisted Living, 50+
apartments, nursing homes, etc.) and
• Reverse mortgage loan originators.

Helping loan originators serve the client
There is mutual value to ongoing relationships between
ACLMs and reverse mortgage loan originators.
When a reverse mortgage professional works with an
ALCM, she or he does not have to know all the ins and
outs of age-related issues. The reverse mortgage professional may want to bring in an ALCM early in the process
to help assess the client’s needs. If the reverse mortgage
professional is unsure about the safety of the client staying

at home, an ALCM could conduct a home visit to evaluate
both the home environment and the client in the home
environment. An Aging Life Care Manager would be able
to identify any additional funding sources for which the
client may be eligible.
There are distinct warning signs that can alert a loan
originator that an ALCM can be helpful. If the client seems
unsure about details of their situation or behaves in an
unpredictable or erratic manner, an ALCM would be
able to help assess whether or not the client was competent
to make major financial decisions. If a client is having
difficulty gathering all the necessary paperwork, an ALCM
could locate the papers and take care of the details. If
complicated family dynamics are impeding progress, an
ALCM could be a helpful, unbiased third-party as an
intermediary and/or advocate for the elderly client.
Once the reverse mortgage process is completed, an
ALCM can be useful in prioritizing the best use of resources
through a well thought out care plan. And conversely, if the
client does not qualify for a reverse mortgage, an ALCM
can help find other financial resources or a better living
situation. In short, Aging Life Care Managers make you
look good! RM
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Profiles

Who’s Who in Reverse Mortgages
Member News
Remembering Jeff Taylor,
NRMLA’s Founding Chairman
We are deeply saddened by the passing of
Jeff Taylor, NRMLA’s founding chairman, a visionary executive who foresaw the potential of
reverse mortgages and served as an important
advocate and leader in building the HECM
program and the industry that serves it.
Taylor passed away on February 6, surrounded by his immediate family,
after a heroic battle with an aggressive cancer that spanned several years.
During his reverse mortgage career, Taylor led Wells Fargo’s senior
products group, which became the leading retail originator of reverse
mortgages. He served as a guide, mentor, and thought leader to many
in the industry over the years. Read NRMLA President & CEO Peter
Bell’s message to members at NRMLAOnline.org.

AAG Launches Traditional Mortgage Business
American Advisors Group opened a new location in Folsom,
CA (the “Sacramento branch”) as part of its expansion into Northern
California and traditional mortgage lending. AAG expects to grow the
Sacramento branch to 70 to 80 loan officers in 2018. The company
began offering traditional mortgages and residential services for buying
and selling homes in 2017 to provide its customers, primarily older
Americans, with additional ways to access home equity to help fund a
better retirement.
AAG finished 2017 with record revenues and loan originations.
At the same time, the company has been exploring ways to help more
seniors live comfortably in retirement, understanding that a reverse
mortgage loan is not the right fit for everyone. Last year, AAG set up a
“test kitchen” and began testing demand for traditional mortgages and
residential services, including establishing a real estate broker referral
system for customers who were interested in selling or buying homes.
AAG interacts with more than 400,000 older Americans every year, many
responding to the company’s TV advertisements featuring acclaimed actor
Tom Selleck.

WMIH Corp. to Merge with HECM Servicer Nationstar
Nationstar Mortgage, Inc., one of the largest servicers of Home
Equity Conversion Mortgages, announced a nearly $4 billion merger
with WMIH Corp., the successor company to former banking giant
Washington Mutual, Inc.
Nationstar has been the subject of sale talks since last fall, when
Bloomberg reported that majority owner Fortress Investment Group
was accepting bids.
The companies stated that Nationstar’s operations will “continue
as normal” and its employees will join the combined company, which
will continue to be led by Nationstar’s senior leadership team. Nationstar
CEO Jay Bray will continue to serve as the company’s CEO.
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Profiles of Member Companies
American Advisors Group (AAG)
American Advisors Group
(AAG) is the nation’s leader in reverse mortgage lending, licensed
in 49 states. The company,
founded in 2004 by CEO Reza
Jahangiri, is headquartered in Orange, CA. We are dedicated to helping
American homeowners leverage their home equity as an asset to help
fund retirement.
AAG is accredited by the Better Business Bureau, has a 97 percent
customer satisfaction rating and is a proud member of the National
Reverse Mortgage Lenders Association (NRMLA). Jahangiri serves as
the association’s co-chairman and co-chairs NRMLA’s Policy Committee.

Fraser Tod, ftod@aag.com
866-964-1109
Please visit AAG.com/Wholesale

Celink
People – We are a team of committed and
ethical reverse mortgage servicing professionals and subject matter experts.
Platform – ReverseServ™ is Celink’s proprietary reverse mortgage
servicing platform.
Process – Celink manages thousands of line of credit requests, files
hundreds of claims to HUD, and may process between two to 5,000
monthly prepayments, foreclosures, due & payables, and T&I defaults.
Partners – Celink has long-term and mutually profitable relationships
with very reputable names in the reverse mortgage industry.
Passion – Celink is dedicated to its clients, their borrowers, and the
reverse mortgage industry-at-large.

Contact: Katie Rizzo, Director of Client Relations
517.703.1857
www.celink.com

Finance of America Reverse LLC
FAR is the nation’s #1 Wholesale Reverse
Mortgage Lender and one of the largest issuers of
GNMA securities. FAR’s commitment to customer service is more than “just business.” We strive to
foster a personal rapport as our staff treats you and
your customers as one of the family.
From our exclusive HomeSafe® jumbo to HECM products, you’ll
receive the tools and exceptional service to help you grow your business.
Join the FAR family where you can expect best-in-class training, competitive pricing and a variety of lending platforms.

Jonathan Scarpati, VP
516-445-9465 • jscarpati@fareverse.com www.farwholesale.com

Member
Profiles

HighTechLending
HighTechLending, dba
AmericanSenior, is a FHA,
Full Eagle Mortgage Bank,
holding GNMA and FNMA approvals and specializing in retail, reverse and
wholesale platforms. Based in Irvine, CA, we have over 50 branches and
licensed in states nationwide. As the Top Ten Lender nationwide including
#2 in California, HighTechLending, Inc. was founded by Don Currie and
Erika Macias-White in 2007 and celebrates its’ ten years this year of
exceptional service with A+ rating with the Better Business Bureau. With
over 35 years in the mortgage industry, Don Currie’s vision is continuing
to expand its national reverse footprint with confidence and integrity and
always maintaining the perfect branch platform thanks to its exceptional
staff, efficient operations and commitment to seniors.

http://hightechlending.net/reverse-wholesale-heros/
Contact us: 888-369-1573

HomeBridge Financial Services
HomeBridge Financial Services, Inc. is one
of the largest privately held, non-bank lenders in
the United States. In the last 27 years, HomeBridge has grown to include more than 1,500
associates in nearly 100 retail branches across the
country. We have over 300 Mortgage Loan Originators who are ready for
you to serve their clients’ reverse mortgage needs! HomeBridge holds FNMA,
GNMA, FHLMC, FHA and VA approvals and funded more than $7 billion
in home loans through Q3 of 2016. We’re also known for our Customer
Commitment, as we concentrate on delivering a positive experience instead of
merely completing a transaction.

Dino Guadagnino
973-727-2412 • dino.guadagnino@homebridge.com
www.homebridge.com

Liberty Home Equity Solutions
For over a decade, Liberty Home Equity Solutions,
Inc. (Liberty) has been committed to helping seniors gain
financial independence and security through Home
Equity Conversion Mortgage (HECM) loans. Based in
Sacramento, CA, Liberty is one of the nation’s largest
and most experienced lenders, focusing exclusively on providing HECM loans
to senior clients and wholesale business partners. We have helped change the
lives of over 51,500 clients, and have provided education and lending solutions to over 1,000 business partners across the U.S.

www.libertyhomeequity.com
For career opportunities call 916-589-1853
For wholesale opportunities call 866-871-1353
© 2017 Liberty Home Equity Solutions, Inc.
NMLS # 3313 www.nmlsconsumeraccess.org. For a complete list of licenses, visit
https://libertyhomeequity.com/licensesnmls/.

Longbridge Financial, LLC
When you partner with Longbridge, your firm
will be part of an exclusive group of high-quality
lenders that do business with us. Our approach
to the business is different; our Gold Program includes an industry-leading pricing plan that pays
for both the drawn and the undrawn portions of the HECM ARM loan. This
allows you to originate low-draw loans that might otherwise be uneconomical, expanding your market and better serving the needs of your customers.

Peter Sciandra, 214-701-0973
www.longbridge-financial.com

LRES
LRES is a national provider of property
valuation and REO asset management services
for the real estate, capitalmarket and finance
industries. At LRES, we specialize in helping
our clients effectively manage compliance and financial risks associated with
valuation matters. We are the preeminent valuations provider for the Reverse
Mortgage industry and deliver peerless service as we strive to be your business partner of choice. LRES has experienced significant growth, regardless
of market conditions, thanks to an experienced staff, advanced technology,
solid business planning, efficient operations, and the support of every client
we serve.

Aaron Roaf, 714-872-5862
aroaf@lres.com • www.lres.com

National Field Representatives
Reverse Mortgage Field Services
Dealing with reverse mortgages is complex. NFR is
your source for information, expertise and guidance
when it comes to mortgage field services. For over
15 years, Reverse Mortgage Servicing executives have relied on NFR to
deliver field services with integrity and professionalism. We have earned
the reputation as a trusted partner meeting the real-world challenges facing
reverse mortgage servicers. Our team members know family members may
not fully understand a reverse mortgage and our coordinators are trained to
deal with each situation gently and with compassion. NFR understands the
importance of protecting your professional reputation.

Contact: Margie Schagen, mschagen@nfroline.com
Tel: 800-639-2151 x2220 • www.NFROnline.com

PRC
Premier Reverse Closings (PRC) is a
national, full-service, reverse mortgage
title and settlement company that has
closed more than 175,000 reverse mortgage transactions. PRC is experienced in
all facets of the reverse business; ranging from teaching CRMP courses to
closing and notary initiatives. PRC is a well-respected industry partner committed to our clients, our industry and senior borrowers.

Yolanda Hensley, Toll-free: 800-542-4113
yhensley@prclosings.com

Reverse Mortgage Funding LLC (RMF)
Reverse Mortgage Funding LLC (RMF) is an
independent, reverse-only company. We don’t have
competing corporate priorities or distracting lines of
business. Everything we do is focused on making reverse mortgages better, in a proactive and nimble way that benefits everyone.
Known for product innovation, exceptional service and unparalleled secondary market expertise, RMF delivers a wide array of products and superior
pricing. Whether you are new to reverse or a seasoned originator, RMF has
a variety of platforms that help our partners succeed. Partner with us today,
and together we’ll create opportunities for a brighter future.

For wholesale opportunities:
Call 877-820.5314 or visit partners.reversefunding.com
For career opportunities: Email careers@reversefunding.com
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Numbers

California Lending
States With the Highest HECM Volume
January through November 2017
STATE

California
Florida
Texas
Colorado

Top Ten States
With the Most HECM lenders

ENDORSEMENTS

STATE

LENDERS

13,294
4,741
4,343
3,355

California
Texas
Florida
Washington
Arizona
Illinois
Georgia
Ohio
Virginia
Colorado

3,480
2,162
1,812
964
798
776
722
697
695
694

Source: Reverse Market Insight

Source: hud.gov
(from Stay at Home, p. 27)

Homeownership Around the World
Table 2: Homeownership by Age, 2013–2015

Source: Goodman & Mayer, 2018
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Serving America’s Seniors with Care
Don't miss out on the business advantages of being a CRMP.
Harlan Accola, Fairway Independent Mortgage
Bruce Anderson, Legacy Mortgage
Mehran Aram, ARAMCO Mortgage
Janine Atamian, Premier Title & Escrow
Craig Barnes, Reverse Mortgage Funding LLC
Clayton Behm, Retirement Funding Solutions
Henrietta, Belcher-Stack, WSFS Bank
Brian Belluomini, Acrobat Mortgage
Fernande Marie Bencze, Alliance Reverse Mortgage
Douglas Bertsch, American Pacific Reverse Mortgage Group
Pamela Boyer, Reverse Mortgage Funding LLC
Jesse Brewer, Resolute Bank
Judd Brown, PS Financial Services
Christopher Bruser, Retirement Funding Solutions
Kyle Buck, American Pacific Reverse Mortgage Group
Randall Buffam, Arrowhead Capital Mortgage
Susan Caffine, Reverse Mortgage Funding LLC
Galen Call, American Pacific Reverse Mortgage Group
Tammy Campanella, Reverse Mortgage Funding LLC
Lance Canada, Victorian Finance, LLC
David Carter, Reverse Mortgage Funding LLC
Robert Paul Charles, The Federal Savings Bank
James Peter Christopoulos, Silex Financial Group
Lyn Coffin, The Mortgage Network, Inc.
Eric Colburn, Alpha Mortgage
Ellen Connors, Shamrock Financial Corp.
Launi Cooper, Retirement Funding Solutions
John Correll, Lineage Lending
Jim Cory, Live Well Financial, Inc.
Jeff Cota, Pure Mortgage
Roberto Crespo, PS Financial Services
David Darling, Premier Home Equity
Randy Davis, Dollar Bank
Jerry Delmato, Retirement Funding Solutions
Phil Dixon, PS Financial Services
George Downey, Harbor Mortgage Solutions
Jacob Droge, Open Mortgage
Rex Avery Duffin, Sun American Mortgage
Brandy Edwards, Reverse Mortgage Funding LLC
Leonard (Pudge) Erskine, Reverse Mortgage Works
Mark Anthony Erskine, Reverse Mortgage Works
Matthew Evans, Certified Reverse Mortgage
Nancy Everitt, Finance of America Holdings
Richard Fitzpatrick, American Financial Network, Inc.
Jeff Flanery, Cambria Mortgage
Cesar Flores, Reverse Mortgage Funding LLC
Nancy Foster, The Mortgage House, Inc.
Marshall Clayton Gallop, Reverse Mortgage Funding LLC
Greg Gianoplus, Alpha Mortgage Corp.
Jaime Girard, Reverse Mortgage Funding LLC
Dave Gomer, Senior Funding Associates

Phil Goss, Senior Funding Associates
Jill Gromm, Alliance Reverse Mortgage
Michael Gruley, 1st Nations Reverse Mortgage
David Guelff, American Capital Corporation
Tony Guillen, Liberty Home Equity Solutions
Larry Hanover, Millennium Mortgage Services
Christina Harmes, C2 Financial Corporation
Scott Harmes, C2 Financial Corporation
Jane Harrington, M&T Bank
Susan Haviland, TowneBank Mortgage
David Heilman, Success Mortgage Partners
Melinda Hipp, Open Mortgage
Robert Hogg, Fairway Independent Mortgage
Dan Hultquist, ReverseVision
Robert Charles Jayne, InterContinental Capital Group
Christine Jensen, Fairway Independent Mortgage
Dean Jones, Senior Funding Associates
Karen Keating, Tradition Title
J. Burgess Kegan, Retirement Funding Solutions
Jim King, McGowin-King Mortgage LLC
Brett Kirkpatrick, Harbor Mortgage Solutions
Mace Kochenderfer, New Mexico Reverse Mortgage
Rebecca Koontz, Senior Reverse Mortgage
Kent Kopen, United American Mortgage Corporation
Pat Kubert, Liberty Home Equity Solutions
John Paul Leer, KleinBank
Shane Lester, Reverse Mortgages of Arkansas
David Levitt, 1st Reverse Mortgage USA
Laurie Libby, American Advisors Group
Tim Linger, HECM Senior Home Financing
Jamie Longe, Liberty Home Equity Solutions
Robin Loomis, NOVA Home Loans
Teresa Maines, CoastalStates Reverse Mortgage
Jon Maiolatesi, Success Mortgage Partners
Hernando Manzano, The Reverse Mortgage Group
Michael Markoff, Nations Lending Corporation
Mario Martirano, Associated Mortgage Bankers, Inc.
Daniel Matthews, American Nationwide Mortgage Company
Barbara McIntyre, Reverse Mortgage Funding LLC
Cindy Ann McKeannery, Fairway Independent Mortgage
Michel McKnight, American Pacific Reverse Mortgage Group
Joe McParland, Direct Finance
Bruce McPherson, Retirement Funding Solutions
Edward Mendenhall
Sue Milligan, People’s Home Equity
Robert Mills, Greenleaf Financial, LLC
Christopher Mollison, On Q Financial, Inc.
Colleen Moore, Golden Equity Mortgage
Lisa Moriello, loanDepot
Bill Nass, Gershman Mortgage
Lisa Nass, Gershman Mortgage

Mary Nelson, V.I.P. Mortgage
Tim Nelson, V.I.P. Mortgage
Greg Newman, Nations Lending Corporation
Vickie Nguyen, Guild Mortgage
Edward O’Connor, FirstBank
Anissa Palmatier, Reverse Mortgage Funding LLC
Alina Passarelli, People’s Home Equity
Beth Paterson, Greenleaf Financial, LLC
Nina Penny, Mohave State Bank
Susan Perry, Capital Funding
Daniel Porter, Mikana Financial
Karen Rayfield, Retirement Funding Solutions
Loren James Riddick, People’s Home Equity
Eric Rittmeyer, Fidelis Mortgage
Rick Rodriguez, Resolute Bank
Teresa Rose, Senior Security Funding
Paul Scheper, Loangevity Mortgage
Jim Schwegman, Liberty Home Equity Solutions
Ken Seal, Neighborhood Mortgage, LLC
Clay Selland, Signet Reverse Mortgage
Bruce Simmons, American Liberty Mortgage, Inc.
Richard Simpao, Lineage Lending
Ellen Skaggs, New American Funding
Sean Skaggs, New American Funding
Glen Smart, NOVA Home Loans
Phil Stevenson, PS Financial Services
Rick Sweeney, Open Mortgage
Neil Sweren, Atlantic Coast Mortgage
Susan Tamashiro, Platinum Financial, LLC
Malcolm Tennant, Access Reverse Mortgage Corp.
Pamela Tennant, Access Reverse Mortgage Corp.
Peter Tentler, Liberty Home Equity Solutions
David Tourtillott, Homestead Mortgage, LLC
Parker Turk, Sun American Mortgage
Christina Uva, Reverse Mortgage Funding LLC
Alain Valles, Direct Finance
George Vrban, PS Financial Services
Minh Vu, Golden Equity Mortgage
Bonnie Wallace, Citywide Home Loans
Lynn Wertzler, Greenleaf Financial, LLC
Peggy Whalen, Direct Finance
Patricia Whitlock, FirstBank
Ken Wieland, People's Home Equity
Cory Williams, Springwater Capital
Rick Williams, All Reverse Mortgage
Patty Wills, Open Mortgage
Josh Wilson, Independent Home Lending Inc.
Todd Woodcock, Access Reverse Mortgage
Rob Wyatt, Reverse Mortgage Advisors
Jay Zayer, ARAMCO Mortgage

Why don’t you join us? Go to nrmlaonline.org

Innovative. Intelligent. Instantaneous.

Introducing LQ

The industry’s first reverse mortgage loan qualification engine.
Available exclusively within our Tango Reverse™ loan origination system, this highly
intelligent yet easy-to-use tool helps brokers close more loans by giving you the power to
do an instant preliminary assessment of a customer’s eligibility for a reverse mortgage.
n

n

n

n

Conditions fire as data is entered
Automatically and intuitively applies
compensating factors
Helps reduce loan cycle times
User-friendly dashboard, optimized
for multiple devices

To find out how to put RMF’s proprietary cutting-edge technology
to work for your business, contact 877.820.5314
or visit Partners.Reversefunding.com/Tango
This material has not been reviewed, approved or issued by HUD, FHA or any government agency. The company is not affiliated with or acting on behalf of or at the direction of HUD/FHA or any other
government agency.
NOT FOR USE WITH CONSUMERS. ©2017 Reverse Mortgage Funding LLC, 1455 Broad Street, 2nd Floor, Bloomfield, NJ 07003, 1-888-494-0882.
Company NMLS ID: #1019941 (www.nmlsconsumeraccess.org). Arizona Mortgage Banker License #0927682; Licensed by the Department of Business Oversight
under the California Residential Mortgage Lending Act; Loans made or arranged pursuant to a California Finance Lenders Law; Georgia Mortgage Lender Licensee #36793; Illinois Residential Mortgage
Licensee; Massachusetts Mortgage Lender License #ML1019941; Licensed by the New Jersey Department of Banking & Insurance; Rhode Island Licensed Lender; Texas Mortgage Banker Registration
in-state branch address 6044 Gateway East, Suite 236, El Paso, TX 79905. Not intended for Hawaii and New York consumers. Not all products and options are available in all states. Terms subject to change
without notice. Certain conditions and fees apply. This is not a loan commitment. All loans subject to approval. L1080-ExpXX2018
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