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MORTGAGEE LETTER 2003-16

TO:  ALL APPROVED MORTGAGEES

        ALL HOME EQUITY CONVERSION MORTGAGE COUNSELORS

SUBJECT:  Home Equity Conversion Mortgage (HECM)-Interest Rate Lock-Ins

As part of the Department of Housing and Urban Department’s continuing efforts to assist senior homeowners, the Federal Housing Administration (FHA) will now allow for mortgage lenders to set the expected interest rate for HECMs at the time the loan application is signed by the borrower rather than on the date of closing.  This Mortgagee Letter revises the instructions found in the section “Requirements for Closing” contained in Chapter 6, page 6-7 of HUD Handbook 4235.1 REV 1.  This interest rate “lock-in” provision, which mortgage lenders may offer on each HECM application for 60 days, will eliminate confusion and unexpected reductions to a HECM borrower’s principal limit when market interest rates increase during the interim between loan application and loan closing.  

Similar to interest rate “lock-in” provisions on forward mortgages insured by the FHA, HECM borrowers using FHA’s HECM product will have the comfort of knowing that the interest rate cannot increase during the interest rate lock-in period and, thus, reduce the amount of proceeds available to them.  In addition, mortgage lenders offering HECMs will no longer need to recalculate the principal limit on the day of settlement.  Mortgagees are not allowed to charge a fee for a “lock-in” rate.  This Mortgagee Letter is effective immediately.


If you should have any questions concerning this Mortgagee Letter, please contact your local Homeownership Centers in Atlanta (888-696-4587), Denver (800-543-9378), Philadelphia (800-440-8647),) or Santa Ana (888-827-5606).







Sincerely,







John C. Weicher







Assistant Secretary for Housing-







     Federal Housing Commissioner
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