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WITH home values falling and 
excessive inventory on the market, it’s 
a tough time to be in the real estate 
business. According to the National 
Association of Realtors, sales of 
existing homes fell 5.3 percent in 
January 2009—8.6 percent lower than 
a year ago. Both buyers and sellers, it 
seems, are waiting to assess the impact 
of the economic stimulus bill passed 
in mid-February and whether new 
banking and housing initiatives will 
be able to pump enough cash into the 
economy to restart the credit markets.

With consumers and commercial 
buyers alike holding their breath and 
waiting for money to start fl owing, 
real estate agents and brokers, as 
well as mortgage brokers, are caught 
in the holding pattern. So are older 
homeowners eyeing retirement homes, 
empty-nesters looking to downsize, 
and executives making a cross-country 
move. Not so long ago, these were 
lucrative clients and quick-turnaround 
transactions. Now they’re more likely 
frustrated and apprehensive sellers 
who can’t unload their undervalued 
property—and they’re looking to you 
for advice. 

Meanwhile, you want to know how 
you can keep your client relationships 
intact when there is so little business to 
transact.

Sometimes the best marketing strategy 
can be counterintuitive. In this market, 
one way to stay in tune with your 
clients is to help them understand the 

market and their options. Likely they’re 
asking lots of questions about home 
values, sources of credit, home equity 
loans, and other ways to leverage what 
has traditionally been an individual’s 
biggest asset—their home.

One option for facilitating sales in 
this market is to have clients explore 
creative fi nancing arrangements. 
These include lease-to-own deals; 
seller fi nancing; and mortgage 
assumptions (where the buyer takes 
over the payments on an existing loan), 
which banks may be more inclined to 
do if the alternative is a foreclosure 
proceeding. “If you’re advising a client 
about creative fi nancing options,” says 
Dale Forsythe, a partner at Pittsburgh-
based Wayman, Irvin & McAuley, LLC, 
“it’s important not to represent yourself 
as an expert. Instead, steer your client 
to additional resources that will help 
them make an informed decision.”

Forsythe stresses that giving advice 
to clients requires creating a balance 
between providing enough information 
to help a seller move in the right 
direction and not saying so much that 
you fi nd yourself at the wrong end of 
a lawsuit. In other words, make sure 
you’re advice is informed and solid.

For your clients who are older 
homeowners at or nearing retirement, 
there’s another option available 
that would allow them to tap into 
their equity without having to sell 
their homes in this market: a reverse 
mortgage.

The ABCs of Reverse Mortgages 
To obtain a reverse mortgage, a 
homeowner must be at least 62 years 
of age and seeking fi nancing for a 
residence. Reverse mortgages work 
best for people who have considerable 
equity in their homes. Reverse 
mortgages can be set up to disburse 
a lump sum payment, term payments 
(a fi xed amount per month for a set 
number of months), or tenure payments 
(equal payments for as long as the 
homeowner lives in the home), or they 
can be established as a line of credit. 

Although reverse mortgages offer a 
way for people to stay in their homes 
and tap into their home equity, the 
downside of a reverse mortgage is that 
your equity decreases over the period 
of the loan as interest is added over 
time or funds are distributed. This can 
be an issue, particularly for parents 
who are hoping to leave their assets 
to their children. Some people also 
shy away from reverse mortgages 
because of the upfront costs, which can 
be pretty steep if a person is planning 
to stay in his or her home for only a 
few years. The good news is that the 
Housing and Economic Recovery Act of 
2008 signifi cantly reduced the upfront 
costs of obtaining a reverse mortgage. 
The new law provides for 2 percent 
loan origination fees on the initial 
$200,000, with a 1-percent fee on 
the balance thereafter—up to a cap of 
$6,000. 

There are three types of reverse 
mortgage loans:

(continued on back)

W
in

te
r 

20
09

ADVISING CL IENTS IN A DOWN MARKET 
Some t ime s  you r  be s t  s t r a t egy  i s  you r  expe r t i s e



Home Equity Conversion Mortgage • 
(HECM)
Single-purpose mortgage• 
Proprietary/private mortgage• 

The HECM is the most common type 
of loan, and the only one insured by 
the Federal Housing Authority. HECM 
loans generally have the lowest interest 
rates. Single-purpose mortgages, which 
are available from some state and local 
governments, are typically designed 
for a specifi c purpose (e.g., home 
improvements). Private mortgages may 
allow homeowners to tap a greater 
percentage of their equity, but these 
loans are typically more expensive.

Advice for Agents and Brokers
Forsythe offers three pieces of advice 
to real estate agents and mortgage 
brokers seeking to advise their clients 
on reverse mortgages. 

First, when it comes to reverse mort-
gages, the goal isn’t to close a sale, 
but to help a client and create good-
will for the future. That means you 
want to be able to talk intelligently 
about the general topic and point 
out places your clients can go for ad-
ditional information. You should have 
a list of resources ready to hand out, 
including helpful websites such as 
AARP’s reverse mortgage site 
(www.aarp.org/money/personal/
reverse_mortages), your local agency 
on aging, and so forth. 

Second, agents should advise 
borrowers to seek pre-loan 
counseling. Pre-loan counseling is, in 
fact, required for HECM mortgages. 
If I were an agent, I would have 
on hand a list of independent, 
approved counseling agencies that 
my clients can contact to get the 
facts about reverse mortgages.

Third, agents should advise clients 
to ask about the Total Annual 
Loan Cost (TALC), which is a 
disclosure document that projects 
the total annual average cost of 
the mortgage, with interest and 
all itemized costs. Comparing 
TALC disclosures is really helpful in 
determining which type of reverse 
mortgage is best for which client. 
While the housing counselor will 
discuss this, it’s helpful to give your 
clients a heads-up.

Through all of this, real estate agents 
and mortgage brokers must keep in 
mind that the real estate market is a 
volatile place these days, and lenders, 
buyers, and sellers alike are apt to 
sue fi rst and ask questions later if a 
mortgage, sale, or fi nancing goes 
awry. “You want to help your client and 
plant the seeds for a future sale,” says 
Forsythe, “but you really do not want 
to expose yourself to liability because 
you’re not fully prepared. So tread 
lightly.”

Finally, it’s important to recognize 
that being a resource to your clients 
may not translate into immediate new 
business. What it will hopefully do, 
however, is create useful word-of-
mouth marketing and lead to referrals 
and new clients down the road as the 
economy starts to recover.

Risk Management Reporter thanks 
Dale Forsythe, partner in the law fi rm of 
Wayman, Irvin & McAuley, LLC, for his 
assistance: 437 Grant Street, Suite 1624 
Frick Building, Pittsburgh, PA 15219; tel: 
412-566-2970; email: 
dforsythe@waymanlaw.com.
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