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Your GoToWebinar Toolbar

Use speakers or a telephone to listen 

to the audio.

Use the information in your toolbar to 

dial in from your telephone.

If you have any questions, please 

type them in here. All questions will be 

addressed, time permitting.

Click here to download any handouts.



Presenter

Mark Reeve

VP, Reverse Mortgage Division

Plaza Home Mortgage



Agenda

We will be giving a brief overview of how 
to quickly determine a prospect’s LTV and 
how the LTV fluctuates with age, subject 
property value, and the prevailing rate.



Three Items You Must Have To Determine LTV

1. Age of the youngest Borrower or Spouse is always 

used to determine the LTV

• Future birthday is credited if within six months of signing 

loan closing docs

• Referred to as qualifying age vs. actual age

2. Qualifying Rate - referred to as the Expected Rate

• Fixed HECM = Note Rate

• ARM HECM = Margin being used + 10 Year SWAP Rate

• Both are on the Plaza Reverse Mortgage Rate Sheet

3. Maximum Claim Amount - The Lesser of the 

appraised value, purchase price or FHA Lending 

Limit ($1,149,825)



Qualifying Rate = Expected Rate



10-Year SWAP Rate Historical Index

The index is published in the Federal 

Reserve Board’s Data Download Program 

(DDP) and is made available by the Board 

of Governors of the Federal Reserve 

System in Statistical Release H.15.

• https://www.federalreserve.gov/datadownloa

d/Preview.aspx?pi=400&rel=H15&preview=

H15/H15/RIFLGFCY10_N.WF

• Rates Change Every Tuesday! Industry wide 

Guideline.

• Plaza Reverse receives a forecast on the 

previous Friday, prior to the Tuesday 

change.

https://www.federalreserve.gov/datadownload/Preview.aspx?pi=400&rel=H15&preview=H15/H15/RIFLGFCY10_N.WF
https://www.federalreserve.gov/datadownload/Preview.aspx?pi=400&rel=H15&preview=H15/H15/RIFLGFCY10_N.WF
https://www.federalreserve.gov/datadownload/Preview.aspx?pi=400&rel=H15&preview=H15/H15/RIFLGFCY10_N.WF


Use the LTV Matrix on Page 2 of the Rate Sheet

• FHA Floor rate goes all the way down to a 3% Expected Rate

• Provided for informational use

• Most Reverse Mortgages, due to current market conditions, run around 4.875- 6.50%.

Rule of Thumb: 

• The lower the Expected Rate - the higher the LTV

• Results in a higher Principal Limit (Loan Amount)

• The higher the Expected Rate – the lower the LTV

• Results in a lower Principal Limit (Loan Amount)



I am Looking at the Rate Sheet, Now What?

1. Must know your borrower’s age

• Choose the youngest borrower’s age

2. Choose the lowest Expected rate on the Rate Sheet 

• Line up the Expected Rate and round up to the nearest .125 (1/8)

3. Go to page two of the rate sheet and line up the youngest borrower(s) age and the rounded up 

Expected Rate

• That is your Max LTV!

• By choosing a higher rate, your LTV (PL) will decrease.

4. Calculate that LTV (PL) by the lower of:

• Appraised value

• Purchase Price

• Or FHA Max Claim: 1,149,825

You now have an approximate loan amount!

Repeat for other pricing, LTV options.



Principal Limit Tables Are Set By FHA



This is How You Start

Scenario: House is worth 

approximately $700,000 and my 

borrower is 69 years old. What is my 

loan amount?

Step 1: Rate Sheet / Expected Rate. 

Ranges from 4.835 (4.875) to 6.460 

(6.500)

Step 2: Line up 69-year-old 

borrower with rates from 4.875 to 

6.500

Step 3: LTV (PL) tables range from 

46.7% (4.875) to 38.7% (6.500)

Max Loan Amount: $700,000 @ 

.467 = 326,900

Other Options: $700,000 @ .387 = 

270,900

***You can see by looking at the LTV (PL) tables that an increase or decrease in rate can have a meaningful impact on the loan amount.

Now you have a “basic” idea if you have a loan scenario that may be a candidate for a reverse mortgage and worth the short effort to 

complete the pre-qual.



Here is Our LTV Table (a.k.a. Principal Limit Table)



What Have We Learned So Far?

• The older the HECM borrowers are, the higher 

their home value and the lower the Expected 

(qualifying) rate; then the higher the Principal 

Limit (Loan Amount).

• Youngest Borrower (Spouse) is always used in 

qualifying. Cannot exclude spouse to get a 

higher LTV.

• The Expected Rate is the same as the Note 

Rate on the Fixed HECM. On the ARM HECM 

it is the chosen margin + 10 Year SWAP Rate. 

These are on the Plaza Reverse Mortgage 

Rate Sheet.

• The property value used to calculate will 

ALWAYS be the lesser of $1,149,825 (FHA 

Limit), appraised value, or the purchase price.

• This is called the Maximum Claim Amount 

(MCA).



Example 1

Age: 74 & 69

Home Value: $650,000

**Always use youngest borrower’s 

age.

What are my options?

Option One: Highest LTV = Lowest 

Rate / Margin

1.375 Margin / 4.835 Expected Rate 

from the rate sheet round up to 4.875

line up 4.875 to 69-years-old = .467

$650,000 @ .467 = $303,555 (Loan 

Amount) / PL

Is $303,555 enough to cover the 

existing mortgage pay-off and closing 

costs?



Here is Our LTV Table (a.k.a. Principal Limit Table)



Example 2

Age: 74 & 69

Home Value: $650,000

**Always use youngest borrower’s 

age.

What are my options?

Option Two:

2.250 Margin / 5.71, round up to 5.750

line up 5.750 to 69 years old = .422

$650,000 @ .422 = $274,300 (Loan 

Amount) / PL

Is $274,300 enough to cover the 

existing mortgage pay-off and closing 

costs, cash out, etc.?



PlazaHomeMortgage.com

Client ID &

Password

https://www.plazahomemortgage.com/


Switch to Reverse



You May Want to Check Your LTV and Loan Amount First



Who Needs A Calculator When We Have One For You!

Note: Expected rate is at 6.125

True or False

Based upon the rate sheet in this slide 

deck, are there Expected rates that are 

lower and would provide a higher loan 

amount?

The calculator is used to give you an 

estimate and a pre-qual will narrow 

your numbers down.



Q: How is my HECM Borrower protected from possible rate fluctuation? If rates 

change upward .25 during the proposal period, that could equal 2% LTV. On a 

$700,000 home, that is a swing of $14,000 to the Principal Limit.

A: The principal Limit Lock Disclosure protects your HECM borrower once the 

Application / Disclosure package is generated from Plaza’s Reverse Mortgage Software 

(Bay Docs / REX) and signed by the borrower(s). This lock is good for 120 days from the 

FHA case number assignment. After the 120 days of case assignment the HECM 

borrower automatically goes to the rates of the closing. Basically, “live” pricing.

Questions

Q: What happens if rates go down after my client has an application / disclosure 

package produced from Plaza’s Reverse Software (Bay Docs / REX)?

A: FHA has created the principal Limit Lock to enhance the HECM borrower should the 

qualifying rates fall during the processing of the reverse mortgage loan. The HECM 

borrower’s qualifying rate will automatically be used from either the application / 

disclosure execution date or final closing date. Whichever is lowest! 



Why is Creating a Sense of Urgency Important?

• Explain to your borrower (s) the rate volatility will impact that Loan Amount

• The LTV (PL) lock happens once they sign the application / disclosure package

• Counseling must be completed first

• If your client is unsure and still trying to decide, they can still do the following with no 

commitment

• Complete the Counseling

• Sign the Application and disclosure package

• CA 7 Day Cooling period is based on the Counseling date to the FHA Case Assignment date. 

California Originators can Counsel and execute the Application / disclosure package within the 7-

day period.



A Copy of the Disclosure from 1/14/2019



Disclosure Cont.



What I Know!

• How the LTV is determined and my 

expected Principal Limit (loan amount)

• I now can quickly determine if I have a 

prospect for a reverse loan

• I have a viable prospect!

• I need to create urgency to complete 

counseling so we can than lock the PL!!





Suggested Resources

*Plaza is not endorsing any third-party products or services.



Don’t Miss Our Other Reverse Trainings!

Plaza is pleased to offer additional on-demand Reverse training on topics including:

• How to Explain the Reverse Mortgage Pre-Qual Borrower Counseling Package

• Reverse Mortgage Basics

• Originating a Reverse Mortgage with Plaza: File Flow from Start to Finish

• Using Reverse to Purchase a Home

• Financial Planners Guide to Reverse Mortgages

• The Kitchen Table Approach: How to Present a Reverse Mortgage

• The Impact of a Rising Rate Environment on Reverse Mortgages and Their Loan Amounts

• What is the Reverse Mortgage LESA?

Upcoming Webinars: plazahomemortgage.com/calendar

Recorded Webinars: plazahomemortgage.com/training

https://www.plazahomemortgage.com/calendar/
https://plazahomemortgage.com/training/


Thank You for Attending!

Webinar recording, slide deck, and other resources will be emailed to you within the next 24 

hours. Check your junk/spam folder if you do not receive the email.

Please let us know your thoughts on the survey form when you exit the webinar. We value 

your feedback!

If you have any questions or comments, please feel free to contact your Plaza Account 

Executive or mark.reeve@plazahomemortgage.com.

mailto:mark.reeve@plazahomemortgage.com
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