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 Principal Limit and the Look up Floor

 When to Use Higher Margins
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 Add-ons/Servicing Fees

 Utilization Tiers

 The Importance of Principal Limit Lock

 How to use a Servicing Fee to benefit YOU and Your Borrower

 What happens when rates increase at Closing
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 Review



Introduction
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 Until the beginning of November rates were fairly steady, when a changed occurred, it often 
meant the 1-month or 1-year LIBOR, or 10 year SWAP decreased, allowing originators to add a 
higher margin to the index while still maintaining maximum borrower proceeds.

 In turn, originators (both lenders and brokers) were able to pass that additional proceeds 
onto their clients in the form of reduced or $0 origination fees and/or lender credits.

 After the 2016 election, markets became more
volatile.  The LIBOR indices grew, reducing the
margin that enables maximum proceeds.  

 Lender credits shrank and origination fees
returned and/or increased.

July 6, 2016

November 15, 2016



Closing Costs
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When rates are on the rise, originators may not be able to cover as many closing costs as 
before. When that happens it becoming increasingly important that you understand what 
those Closing Costs pay for. Closing fees on a HECM are similar to a forward mortgage, HECMs 
have charges for Title, Appraisal, Settlement Fees, Credit and Flood, etc. Let’s look at some 
fees that are unique to HECMs.

 MIP – A great selling point of all HECMs are the non-recourse provision.  It means that 
borrower’s or their heirs won’t be responsible for the loan balance over the value of the 
home.  When the loan balance is greater than home’s value, the MIP fund makes the lender 
whole. This is a mandatory fee that ALL HECM loans pay.  Remember to explain that if 
Mandatory Obligations are 60% or less, your borrower can save 2% of Max Claim upfront!

 Origination Fee – The cost of originating, processing and closing the loan. 



How to Get the Most Proceeds 

 Look for products with an Expected Interest 
Rate at or below 5.06%.

 The partial table below shows the factor 
used to calculate principal limits for 
expected rates near 5% for borrowers 
between 70-80.  Rates are rounded to the 
nearest 1/8%.

 To see the table click HERE.

Illustration
72 year old borrower 
with a $300,000 max 

claim
Expected Rate Principal Limit

5.06% $177,300

5.25% $168,000

70 5.000 0.576 5.125 0.560 5.250 0.544 5.375 0.529 5.500 0.513

71 5.000 0.583 5.125 0.568 5.250 0.552 5.375 0.537 5.500 0.521

72 5.000 0.591 5.125 0.575 5.250 0.560 5.375 0.545 5.500 0.529

73 5.000 0.599 5.125 0.583 5.250 0.568 5.375 0.552 5.500 0.537

74 5.000 0.606 5.125 0.591 5.250 0.575 5.375 0.560 5.500 0.545

75 5.000 0.614 5.125 0.598 5.250 0.583 5.375 0.568 5.500 0.553

76 5.000 0.622 5.125 0.607 5.250 0.592 5.375 0.577 5.500 0.562

77 5.000 0.631 5.125 0.616 5.250 0.601 5.375 0.586 5.500 0.571

78 5.000 0.640 5.125 0.625 5.250 0.610 5.375 0.595 5.500 0.580

79 5.000 0.648 5.125 0.633 5.250 0.618 5.375 0.604 5.500 0.589

80 5.000 0.657 5.125 0.642 5.250 0.627 5.375 0.612 5.500 0.598
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http://portal.hud.gov/hudportal/HUD?src=/program_offices/housing/sfh/hecm


Is a Lower Margin Always the Best?

 When a borrower 
is not in need of 
max proceeds, 
why not look at a 
higher margin.  

 A higher margin 
will allow for 
higher LOC 
Growth.

 The unused LOC 
will grow at a 
minimum of 4.5%.

 Remember to 
check our rate 
sheet for low 
utilization pricing.   Annual ARM 3.25 on 2/14/17 in NJ shown with $0 origination fee and 

a $5,000 credit.

© 2017 Reverse Mortgage Funding LLC. NMLS ID # 1019941. NOT FOR FURTHER DISTRIBUTION. 6



Price/Rate Sheets – Know It!
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 Know what product gets the most Principal Limit.

 Know the Utilization Tiers

 Know all your lender’s programs, adds-ons, etc. At RMF we add-ons for Servicing Fees, Ultra-
Low Utilization, Broker Quality, Tango use

 Disclose all add-ons

*RMF Rate Sheet Shown



Utilization Tiers
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 RMF pays a higher rate of compensation for lower utilized loans; encouraging our partners 
to originate these loans.  

 Loan utilization of 20% or less receive additional compensation 
outlined below.

 Partners must disclose adequate
compensation to cover the utilization
tiers and additional compensation.

*RMF Rate Sheet Shown



Principal Limit Lock
Get the loan closed in 120 days!

 A PLL allows the borrower to receive the expected rate at application or 
closing to be used which provides the most money, provided they close within 
120 days of FHA Case Number Assignment.

When a margin change is done after application the new margin is used to 
compare expected rates.
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Servicing Set Asides

 HECM loans where a monthly servicing fee (SF) is 
charged require a Servicing Fee Set Aside. The set 
aside is subtracted from the Principal Limit. 

 As with all HECM funds, there is a growth rate 
associated with the calculation of the servicing fee set 
aside.  Because of that growth, loans with a higher 
margin will require a lower set aside.

 The monthly servicing fee does not increase the loan 
balance until it is applied each month. 

 Any unused portion of the servicing fee set aside, at 
the time the loan balance is paid off, is reflected in 
equity to the borrower. It is not used to reduce the 
payoff balance. 

 Loans with servicing fees often have lower upfront 
costs than non servicing fee products with the same 
margin due to the larger credit or reduced origination 
fee.

© 2017 Reverse Mortgage Funding LLC. NMLS ID # 1019941. NOT FOR FURTHER DISTRIBUTION. 10

Our Low Cost HECMs 
are available on all 
ARM loans with 60% 
or less mandatory 
obligations.  Annuals 
have a $30 monthly 
servicing fees, 
monthly HECMs have 
a $35 fee. At RMF, 
depending on the age 
of the youngest 
borrower additional 
comp ranges from 
$1200 - $1850.   
These funds can be 
used to offset closings 
costs.



What Can Go Up?

Can Increase
 Origination Fees that are 

calculated (only when MCA 
increases)

 Margins/Rate (considered 
floating until loan lock)

 Lender Credits

 Utilization tiers

 Principal Limit

Cannot Increase*

 Flat Origination Fees

 % of Broker Compensation or 
dollar amount if disclosed as a 
flat fee.

 Any zero tolerances fees

* without a VCC
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Credits
When a credit (lender or broker) is disclosed as a % of PL or MCA, the 
dollar amount of that credit may fluctuate but the % must remain 
constant*.  When disclosed as a flat dollar amount, the dollar amount 
cannot decrease*.  Tango does not include credits on the GFE.



Example

Mr. Campbell applied for an 
Annual 300 on October 12th.  

At Application

 Expected Rate:  4.43%

 Max Claim:  $400,000

 Principal Limit:  $222,000

 UPB:  $140,000/ 59%

 Orig. Fee Disclosed:  $2,000

At Closing (12/1)

 Expected Rate:  5.18%

 Max Claim:  $375,000

 UPB: $160,000/ 76% 

 Orig. Fee:  $2000 or less

Options
 Expected Rate at Closing: 4.43%

 Case # less than 120 days

 5.18% would give less PL

 Origination Fee

 Can still charge $2,000 or less since 
still below the HUD calculation. 

 Margin

 The margin is floating, so it can be 
changed.  Keep in mind, increasing 
MAY reduce PL.

 Broker Compensation

 Now based on the higher 
utilization tier.
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Review
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As rates increase, partners still have options to ensure a benefit to the borrower while still 
maintaining profitability.

 Closing Costs – Make sure to understand how some of the closing costs BENEFIT the borrower.

 Higher Rate?– Borrowers interested in LOC growth may benefit from a higher rate, especially 
when combined with reduced closing costs.  Make sure to disclose the loan properly to benefit 
from any pricing adds-ons for low utilized loans.

 Know your rate sheet – Analyze your company’s (or RMF) rate sheet on a daily basis.  Know 
what margin is at the floor each week.  Educate yourself on utilization tiers and add-ons for 
ultra low utilized loans.

 Principal Limit Lock – Get loans closed in 120 days from Case Assignment.  This ensures your 
borrower will receives the expected rate that is best for them (application or closing)

 Servicing Fees - When MOs are under 60% try a Servicing Fee.  The additional compensation 
can even be passed along to your borrower as a broker credit.

 Disclose correctly – No matter what system you use to disclose your loans, make sure you are 
disclosing all possible add-ons (Welcome/Welcome Back, Broker Quality Compensation, 
Servicing Fee Set Aside, Ultra Low UPB) 
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