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Agenda

• Pace of Aging

• Household balance sheets for

• 55-65

• 65-75

• 75+

• Household incomes at those 
ages

• Cost of care

• Gaps

• House Prices 

• The Challenge of Modelling 
HECM

• HECM Costs

• HECMS vs HELOCS

• A suggestion



Warning: Wonky Talk Ahead

• Better papers on reverse 
mortgages
• Nakajima, Makoto, and Irina A. Telyukova. "Reverse mortgage 

loans: A quantitative analysis." The Journal of Finance 72.2 
(2017): 911-950.

• Moulton, Stephanie, Cäzilia Loibl, and Donald Haurin. "Reverse 
mortgage motivations and outcomes: Insights from survey 
data." Cityscape 19.1 (2017): 73-98.

• Kobayashi, Masahiro, Shoichiro Konishi, and Toshihiko 
Takeishi. "The reverse mortgage market in Japan and its 
challenges." Cityscape 19.1 (2017): 99-118.

• Many others!



From a Pyramid to a Hut
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Current HECM Market (FHA, Jan 2025)

• Average Rate 6.5 percent

• Nearly 100 percent ARMS

• 82 percent traditional

• 5 percent refi

• 13 percent purchase



FRED Graph

https://fred.stlouisfed.org/graph/?g=1F4mT


FRED Graph

https://fred.stlouisfed.org/graph/?g=1IzJa


Three things about house prices

• National Appreciation has averaged 4 percent per year

• Standard Deviation has been 6 percent per year

• There is no national housing market



FRED Graph

https://fred.stlouisfed.org/graph/?g=1IzXm


Year House Price Evolution Mortgage Balance Evolution Age Female Mortality

Lump sum 0.4 1 1.00 0.40 62.00 0.01 0.01 0.00

Rate 0.044 2 0.96 0.42 63.00 0.01 0.01 0.00

Appreciation -0.03948 3 0.88 0.44 64.00 0.01 0.01 0.00

Losses -0.75601 4 0.84 0.46 65.00 0.01 0.01 0.00

SD 0.06 5 0.78 0.48 66.00 0.01 0.01 0.00

6 0.78 0.50 67.00 0.01 0.01 0.00

7 0.72 0.52 68.00 0.01 0.01 0.00

8 0.65 0.54 69.00 0.02 0.01 0.00

9 0.59 0.56 70.00 0.02 0.02 0.00

10 0.50 0.59 71.00 0.02 0.02 0.00

11 0.50 0.62 72.00 0.02 0.02 0.00

12 0.48 0.64 73.00 0.02 0.02 0.00

13 0.45 0.67 74.00 0.02 0.02 0.00

14 0.43 0.70 75.00 0.03 0.02 -0.01

15 0.42 0.73 76.00 0.03 0.02 -0.01

16 0.43 0.76 77.00 0.03 0.03 -0.01

17 0.44 0.80 78.00 0.04 0.03 -0.01

18 0.44 0.83 79.00 0.04 0.03 -0.01

19 0.46 0.87 80.00 0.05 0.03 -0.01

20 0.43 0.91 81.00 0.05 0.03 -0.02

21 0.39 0.95 82.00 0.06 0.04 -0.02

22 0.35 0.99 83.00 0.06 0.04 -0.02

23 0.34 1.03 84.00 0.07 0.04 -0.03

24 0.32 1.08 85.00 0.08 0.04 -0.03

25 0.27 1.12 86.00 0.09 0.04 -0.04

26 0.25 1.17 87.00 0.10 0.04 -0.04

27 0.24 1.23 88.00 0.11 0.04 -0.04

28 0.25 1.28 89.00 0.12 0.04 -0.04

29 0.27 1.34 90.00 0.14 0.04 -0.04

30 0.26 1.39 91.00 0.15 0.04 -0.04

31 0.25 1.46 92.00 0.17 0.04 -0.04

32 0.23 1.52 93.00 0.19 0.03 -0.04

33 0.23 1.59 94.00 0.21 0.03 -0.04

34 0.20 1.66 95.00 0.23 0.03 -0.04

35 0.21 1.73 96.00 0.25 0.02 -0.03

36 0.21 1.81 97.00 0.26 0.02 -0.03

37 0.20 1.88 98.00 0.28 0.01 -0.02

38 0.20 1.97 99.00 0.30 0.01 -0.02

39 0.19 2.05 100.00 0.32 0.01 -0.01

40 0.18 2.14 101.00 0.34 0.01 -0.01

41 0.17 2.24 102.00 0.36 0.00 -0.01

42 0.18 2.34 103.00 0.38 0.00 -0.01

43 0.16 2.44 104.00 0.40 0.00 0.00

44 0.16 2.55 105.00 0.42 0.00 0.00

45 0.15 2.66 106.00 0.45 0.00 0.00

46 0.15 2.78 107.00 0.48 0.00 0.00

47 0.15 2.90 108.00 0.50 0.00 0.00

48 0.16 3.03 109.00 0.53 0.00 0.00

49 0.15 3.16 110.00 0.57 0.00 0.00

50 0.14 3.30 111.00 0.60 0.00 0.00

51 0.13 3.44 112.00 0.64 0.00 0.00

52 0.13 3.60 113.00 0.68 0.00 0.00

53 0.15 3.75 114.00 0.71 0.00 0.00

54 0.14 3.92 115.00 0.75 0.00 0.00

55 0.12 4.09 116.00 0.78 0.00 0.00

56 0.12 4.27 117.00 0.82 0.00 0.00

57 0.10 4.46 118.00 0.86 0.00 0.00

58 0.10 4.66 119.00 0.91 0.00 0.00



Two Crossing Point Scenarios

Base Case (constant appreciation) Moderately Low Appreciation Outcome



This creates a problem for FHA
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The HECM MIP Problem

The true cost of HECM

• Interest Rate

• Upfront Premium based on 
appraised value

• Monthly Premium based on 
balance

• Origination fees (between 1 and 2 
percent)

• Appraisal and Title Insurance

• Other fees (vary by state)

Assume current 6.5 percent rate

Life of Loan

Effective Rate 

(Minimum)

10 7.83%

15 7.64%

20 7.54%

25 7.49%



HECMS vs HELOCS

HECM

• Effective Rate ~ 7.5%+

• Maximum LTV 40-50

• Credit quality of borrower 
matters a lot less

• No Payment Shock

HELOC

• SoFi Bank today 7.0%

• But..for best quality credit

• Maximum CLTV 80 or higher

• Interest Payments

• Payment Shock



Suggestions (which won’t happen for awhile)

A More HELOC like HECM

• IO loan

• Life of borrower revolver

• No payment shock

Annuity HECM

• Annuity formula based on 
appraised value and age

• Pooling Mortality Risk

• One step further—Tontine?
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