
Builders: Here’s a great home financing option  
     that can help you sell more homes

Home Equity Conversion Mortgage for Purchase



Our Home Equity Conversion Mortgage (HECM) for Purchase (H4P) home 
financing program can help you sell more homes, by making it easier for 
people age 62 and older to buy the home they desire. Also known as a reverse 
mortgage, H4P is a Federal Housing Administration (FHA)-insured* program 
that’s specifically designed to help your clients buy the home they want—with 
fewer financial worries and limitations. 

This guide can help you get the facts you need to tap into this vital market, 
create more foot traffic and sell more homes. You’ll learn how it works, what 
your options are, how easy it is for your potential buyers to qualify, and how 
homebuyers are using it today. If you still have questions, please call us  
anytime.

*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.
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There’s great opportunity in the 62+ market.           Are you prepared?
Every day, over

10,000
Baby Boomers  

turn 651
By 2030, 

20%
of the U.S. population  

will be 65 or older1

Today,

 1/4
of all home buyers  

are age 60 and above2

1Pew Research Center, Baby Boomers Retire, December 29, 2010
2National Association of Realtors, 2014 Homebuyer & Seller Generational Trends Research
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Why H4P?
HECM for Purchase (H4P) is a unique home financing option created  
specifically for buyers age 62 and older. Buyers can purchase a home by  
combining a one-time investment of their own funds (a down payment of 
about 29% to 52%, depending on borrower age) with loan proceeds from a 
HECM. This down payment range assumes closing costs will be financed into 
the loan. As with a traditional “forward” mortgage, the home they purchase 
secures the loan. But unlike a traditional mortgage, there are no monthly 
mortgage payments required while they own and live in the home as their 
primary residence—making buying a new home even more attractive.

As with any home-secured loan, in order for the loan to remain in good  
standing they must maintain the property, and keep current with property- 
related taxes and insurance payments.

The advantages are clear, and time-tested:

n  �It can help you attract and capture a brand new—and rapidly  
growing—market of home buyers. Did you know that one fourth of 
today’s home buyers are age 60 and older, according to a recent study 
by the National Association of Realtors?

n  �More shoppers can become buyers. In our experience, a substantial  
percentage of buyers would not have purchased if it were not for the 
H4P program. This product is getting potential customers to make a 
purchasing decision because it allows them to keep more of their cash 
than they could with a conventional mortgage or an all-cash purchase.

n  �Buyers can get additional spending power. H4P buyers are more likely 
to have increased purchasing power for upgrades or to purchase a  
higher-end home (i.e. premium lot, more square footage, etc.).



How it works 
Like any home purchase, H4P requires an upfront investment from the buyer. 
The money must come from assets they already own, and not from another 
loan. The down payment, or “required investment,” must come from an  
allowable source such as the sale of a current home or funds in a checking, 
savings, retirement, or other investment account. This list is meant to provide 
common examples, and is not an exhaustive list of all acceptable sources.

How the buyer’s required monetary investment is determined
The minimum required monetary investment is based on the age of the 
youngest borrower. To calculate a buyer’s investment amount, we take the  
value of the home being purchased (the sales price or appraised value,  
whichever is less) and add any loan or home purchase closing costs, then 
subtract the available HECM loan proceeds. The buyer’s required monetary 
investment generally works out to about 29% to 52% of the sale price,  
depending on age. This calculation is determined by the Department of  
Housing and Urban Development (HUD).

These are age-based loans that allow older borrowers to qualify for more in 
loan proceeds, and therefore have a lower minimum monetary investment 
amount. For example:
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Purchase Price $250,000 $350,000 $400,000 $500,000
Cash required* Cash required* Cash required* Cash required*

62 $128,018 $178,285 $203,408 $253,654

65 $123,518 $171,985 $196,208 $244,654

68 $118,518 $164,985 $188,208 $234,654

73 $109,268 $152,035 $173,408 $216,154

78 $99,018 $137,685 $157,008 $195,654

Age

*�The amounts displayed are for illustrative purposes only. Actual down payment amounts may vary 
based on interest rate and other factors. Please contact us for details about credit costs and terms.



How it’s different
Traditional Mortgage 
A traditional mortgage limits the amount of funds shoppers have to invest 
upfront, restricting their purchasing power. This puts limitations on the kind of 
house or upgrades a shopper may decide to purchase now—and could cause 
financial issues for them in the future. 

H4P 
H4P does not require monthly mortgage payments* throughout the life of 
the loan. Interest and fees are simply added to the loan balance so that it 
increases over time, rather than decreasing. The buyer builds less equity—but 
unlike a traditional mortgage, they are never at risk of owing more than the 
home is worth at the time of repayment. 

The FHA requires that all HECM applicants complete a session with an  
independent, third-party counselor in person or by phone. This is for the  
buyer’s protection, to make sure that they fully understand the program and 
the terms of the loan.
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*Borrower is responsible for property taxes, homeowners insurance, and property maintenance in order
for the loan to remain standing. A HECM is a home-secured loan that must be repaid upon default or a 
maturity event, such as when the home is sold, all homeowners have passed away, or the last surviving 
borrower no longer lives there as their primary residence.

Comparing three ways to purchase a new home:

Why?

Why
Not?



The growing importance of H4P 
n  �35% to 40% of all qualified cash buyers are opting for the H4P financing, 

according to our participating builders
n  �Over 95% of our participating builders are experiencing an increased rate of  

customer upgrades, increased lot premiums and/or sale of higher-priced 
homes with the H4P customers

n  �Over 85%  of all our H4P customers were greatly influenced by the H4P 
financing option in determining upgrades and features

n  �21 days = Our Service Level Agreement to close from Certificate of  
Occupancy. 

How your shoppers become buyers using an H4P loan.  
Here’s an example: 
Here’s a hypothetical example, to show you how it can work for your potential 
home buyers. Let’s say the buyer’s home is owned free-and-clear, and they 
want to buy a smaller home that’s closer to their children and their  
families. The price of the home they want is $350,000, and the buyer is 
asking $425,000 for theirs. 

Option 1 — All Cash: The buyer 
could use the money from the sale 
of their home to pay all cash for 
the new one; after paying realtor 
fees and taxes, this would leave 
them with about $40,000 and no 
monthly mortgage payment. 

Alternative — H4P Reverse 
Mortgage: However, by using an 
H4P loan instead, they could buy 
the new home with only $165,737 
of their own funds —keeping $144,263 more than if they paid cash, and still 
having no monthly mortgage payment. (As with any mortgage, they would 
still be responsible for paying property-related taxes, insurance and upkeep 
in order for the loan to remain in good standing.) This could make it easier for 
your buyers to afford options or upgrades they want or need. 
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Paying all cash vs H4P Financing:
Out-of-pocket investment

Home  = $350,000

Numbers rounded to the nearest thousand.

Option 1:  
All cash

Option 2: 
H4P Reverse Mortgage
down payment required

$350,000 $166,000
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This example is for illustrative purposes only. Closing costs may include an 
origination fee, third-party closing costs, and an FHA-Mortgage Insurance 
Premium. Interest rates and funds available may change daily without notice.

Why RMF?
Our company, Reverse Mortgage Funding LLC (RMF), is an industry leader, 
with deep expertise and a strong history of success with H4P financing and 
working with home builders. We know how to help your business thrive with 
the H4P program. 

Every step of the way, we will provide a consultative experience to you and 
your prospective buyers who are  eligible for H4P financing. At no cost to 
you, a dedicated loan officer and training team members can provide your  
company’s sales consultants with the knowledge they need to understand how 
H4P works, so they know the benefit to your business and can close more 
sales. In addition, your RMF loan officer will serve as an expert resource who 
will educate and work closely with prospective borrowers. You can trust RMF 
for exceptional service, including a specialized H4P team that swiftly facili-
tates loan processing, closing and even FHA condo approvals.

The requirements are straightforward:
n  �Borrower must be age 62 or older, and be able to make a one-time  

investment of approximately 29% to 52%.
n  �The home they are purchasing must be their primary residence, and must 

meet FHA/HUD guidelines.  
n  �Although there are no monthly mortgage payments, the customer is still 

responsible for property-related fees such as taxes, insurance and HOA/
Condo fees (as applicable). We will conduct a financial assessment to ensure 
that each prospective borrower has the willingness and ability to meet their 
loan obligations.

n  �The down payment must come from an allowable source, such as the sale 
of a home or from other assets (not from another loan; certain restrictions 
apply).



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.  
Company NMLS ID: #1019941 (www.nmlsconsumeraccess.org/EntityDetails.aspx/COMPANY/1019941).  
Reverse Mortgage Funding LLC (“RMF”) is headquartered at 1455 Broad Street, 2nd Floor, Bloomfield, NJ 
07003, telephone number 973-842-2448. RMF conducts business in the following states: Alaska Mortgage 
Broker/Lender License #AK1019941; Arizona Mortgage Banker License #0927682 – 21907 N. 77th Street, 
Scottsdale, AZ 85255; Licensed by the California Department of Business Oversight under the California 
Residential Mortgage Lending Act, License No. 4131266; Loans made or arranged pursuant to a California 
Finance Lenders Law license, License No. 603K578; Colorado Mortgage Company Registration, Regulated by 
the Division of Real Estate. To check the status of your Colorado loan originator, visit http://www.dora.state.co.us/
real-estate/index.htm; Licensed by the Delaware State Bank Commissioner, Licensed Lender #012573; Georgia 
Mortgage Lender Licensee #36793; Illinois Residential Mortgage Licensee #MB.6760963; Kansas Licensed 
Mortgage Company, License #MC.0025179; Massachusetts Mortgage Lender License #ML1019941; Licensed 
by the Mississippi Department of Banking & Consumer Finance #1019941; Licensed by the New Hampshire 
Banking Department #18336-MB; Licensed by the New Jersey Department of Banking & Insurance;  Rhode 
Island Licensed Lender #20132869LL; Texas Mortgage Banker Registration and Loan Servicer Registration, 6044 
Gateway East, Suite 236, El Paso, TX 79905 and 12710 Eagle Ledge Lane, Tomball, TX 77377. RMF also conducts 
business in AL, AR, CT, DC, FL, HI, ID, IN, IA, KY, LA, ME, MD, MI, MN, MT, NE, NV, NM, NC, ND, OH, 
OK, OR, PA, PR, SC, SD, TN, UT, VT, VA, WA, WV, WI, and WY. 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. ©2016 Reverse Mortgage Funding LLC. L338-Exp012017


