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Reverse Mortgages: Myth vs. Fact  
 
 
Myth: You will no longer own your home.  
 
Fact: With a reverse mortgage, the borrower retains ownership and the loan is secured by a lien 
on the home. The borrower does not relinquish ownership using a reverse mortgage loan, but 
rather, borrows against the value of the home's equity without having to make monthly mortgage 
payments. However, in order to prevent the loan from becoming due and payable, you must 
continue to occupy the property as your primary residence, pay for property taxes and insurance, 
and maintain the property according to the Federal Housing Administration (FHA) requirements. 
Failure to meet the loan obligations can trigger a loan default that may result in foreclosure.  
 
 
Myth: Your home has to be owned free and clear to qualify.  
 
Fact: To be eligible for a reverse mortgage loan, you either need to own your home outright or 
hold enough equity to pay off an existing mortgage or lien against the property. The amount of 
money you can access from a reverse mortgage depends on the appraised value of your home, 
the age of the youngest borrower, and the loan's interest rate – among other factors. 
 
 
Myth: My spouse or I can be thrown out of the house when one of us dies. 
 
Fact: A reverse mortgage loan becomes due or payable when the last surviving borrower or non-
borrowing spouse no longer occupies the home as his or her primary residence. The surviving 
borrower or non-borrowing spouse must continue to meet the loan obligations (paying for property 
taxes and insurance, and maintaining the home according to FHA requirements) in order to avoid 
a loan default that may result in foreclosure.  
 
 
Myth: My heirs will be responsible for paying back the loan. 
 
Fact: A reverse mortgage is no different than a conventional mortgage when it comes to 
repayment after the last borrower passes away. The heirs or the executor of the estate will have 
the options to sell the property and use the proceeds to repay the loan, refinance the loan, pay 
the loan in a lump sum, or issue a deed in lieu of foreclosure to relinquish ownership. A 
distinguishing and unique feature of a reverse mortgage is the fact that it is a non-recourse loan. 
A non-recourse loan means that the home is the only collateral that the lender can access for 
repayment. This is a tremendous benefit, especially in a declining housing market. Your heirs will 
never have to pay more than the home is worth. 
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Myth: A reverse mortgage is a loan of "last resort" 
 
Fact: Reverse mortgage loans used to be thought of as a last-ditch effort to get cash while retired. 
The truth is, while many financial products are created for a single purpose, reverse mortgage 
loans are not a "one size fits all." In fact, homeowners will have the flexibility to use the proceeds 
from a reverse mortgage loan in several different ways. Here are a few: 
 

• Lump Sum (only available on a fixed rate) – One single payment to the borrower. This 
option is suitable if you have the need to access a large amount of money and plan to use 
it right away.  

• Monthly Installments – Regular payments in the amount you need for a set period of 
time or for the duration of the loan. This option is suitable if you are looking for a steady 
flow of income every month. 

• Line of Credit – Access the available "standby'' funds when you need them. The line of 
credit will grow at the same rate as the balance of the loan. This feature will increase your 
borrowing capacity as time goes by. The line of credit cannot be cancelled or reduced 
even if the home decreases in value. 

• Other – You can also customize your loan to have more than one disbursement method. 

 
 
 
You must live in the home as your primary residence, continue to pay required property taxes, homeowners insurance, and maintain 
the home according to Federal Housing Administration requirements. Failure to meet these requirements can trigger a loan default 
that may result in foreclosure. Federal Housing Administration (FHA) mortgage insurance premiums (MIP) will accrue on your loan 
balance. You will be charged an initial MIP at closing. The initial MIP will be 2% of the home value not to exceed $13,583. Over the 
life of the loan, you will be charged an annual MIP that equals .5% of the outstanding mortgage balance. Subject to credit approval. 
Property and borrower eligibility requirements apply. Equal Housing Lender. Waterstone Mortgage Corporation NMLS #186434. 
State of Virginia Licensee Exempt. 
 


