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Reverse Mortgage Considerations
As you continue to pay your mortgage you will obtain more 
equity in your home or own it outright. Depending on your 
situation, over time your retirement accounts may decrease 
as your expenses increase. If this happens, you may consider 
selling your home to get income. While this can be a good 
option, you also may want to stay in your home and not sell it 
due to emotional and logistical challenges that can come with 
selling a home you have lived in for many years.  
 
A reverse mortgage offers an alternative. Reverse mortgages 
allow qualifying homeowners to convert a portion of home 
value into cash while allowing them to continue living in their 
homes. The advantages of staying in your home and having 
the income you desire may be attractive to you. However, it 
is important to understand the advantages & disadvantages 
that come with a reverse mortgage.  
 
What is a reverse mortgage? 
With a reverse mortgage, qualifying homeowners do not 
make monthly mortgage payments to their lender. Instead, 
the homeowner/s receive monthly payments and/or a line of 
credit from their lender. The monthly payments received can 
be used to pay for other expenses of the homeowner/s.   
  
A reverse mortgage is a loan. Each month, interest & fees are 
added to the loan balance and the amount owed goes up 
over time. The loan is repaid to the lender when the 
homeowner sells or no longer lives in the home.   
 
Am I eligible for a reverse mortgage? 
There are three types of reverse mortgages. A Home Equity 
Conversion Mortgage (HECM) -- a federally insured program 
backed by the U.S. Department of Housing and Urban 
Development (HUD) -- is the most common type of reverse 
mortgage. There are several requirements for you to qualify 
for a Home Equity Conversion Mortgage including:  

• You must be age 62 or older  
• You must live in the home as your main residence  
• You must continue to not have any federal debt (e.g. 

owe taxes)  
• You must continue to pay property taxes, insurance, 

etc.   
• You must meet with a HECM counselor  
• Your property must meet certain requirements  

 

 
What are disadvantages of reverse mortgages? 
The upfront and recurring costs are a primary disadvantage of 
a reverse mortgage. Costs include:  

• Mortgage insurance premiums. You will be charged 
an initial premium & annual premium. These are in 
addition to the home insurance that you already pay  

• Closing costs such as appraisal fees, survey fees, and 
other fees  

• Loan origination fees  
• Interest costs  
• Monthly servicing fees   

 
Also, it is important to know that if you do not continue to 
meet the requirements of your reverse mortgage that you 
could lose your home to foreclosure.  
 
No matter if you are eligible for a reverse mortgage or not, it 
is important to consider all options available to you. 
Depending on your situation, you may want to explore 
utilizing other assets you have, refinancing your home, 
obtaining a home equity line of credit or loan, etc.  
 
To learn about resources to help you meet your financial 
needs, talk with your county’s financial educator. Visit 
https://counties.extension.wisc.edu/ for more information.  
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