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To plan the perfect retirement, you need to consider more 
than just the nest egg you’ve built for yourself. You also 
have to take a look at your spending habits. 

After all, it would be a real shame if you had to use most 
of the money you’ll earn from my Lifetime Income Report 
strategies to pay for everyday expenses. 

That’s why I’ll occasionally share ideas that will help you 
hold onto more of the payouts you’ll receive. And today 
I’ll tell you how you might be able to slash what is likely 
your highest monthly expense — your mortgage.

If you already own your home or don’t have a mortgage, 
consider yourself lucky. Most people struggle to pay off 
their house before retirement. The average person over 
65 owes $80,000 on their mortgage, according to the 
Consumer Financial Protection Bureau.

One way to cut down on that bill is to refinance your 
house — essentially taking out a new loan to eliminate 
your existing loan. In most cases, you’ll be able to take 
advantage of lower interest rates and fees, slashing your 
monthly payments and drastically decreasing the total 
amount you owe.

Unfortunately, in the wake of the 2009 housing crisis, 
banks are reluctant to help many people refinance their 
homes…leaving them stuck with sky-high mortgage pay-
ments and lousy interest rates.

But there is hope. The government has created a program 
to help people who have been turned down by the banks. 
If you meet its eligibility requirements, the program 
could help you save up to hundreds of dollars a year.

You’ll need to act fast, though, because the program is set 
to expire on Sept. 30, 2017. So here’s what you need to 
know before that date…

When Traditional Refinancing Fails
If you’ve already tried to refinance your home, you know 
what a hassle it is. Appraisals… credit checks… a seem-
ingly endless pile of paperwork… not mention a gaggle of 
out-of-pocket fees you need to pay every step of the way.

It’s like applying for a mortgage all over again! 

Even after you jump through those hoops, there’s still a 
chance the bank will deny your refinancing request — 
making the entire exercise a huge waste of time and money.

There are many reasons the bank could turn you down. 
You could have a bad credit score. Or the bank doesn’t 
think make enough money to support the loan payments.

One common reason for rejection is a lack of equity in 
your home. 

Equity is how much of your home you actually own.  
As you probably know, a mortgage is nothing more than 
a giant loan. Because the amounts of money involved are 
so huge, most of your monthly payment goes toward 
interest and fees on the loan. Whatever’s left goes toward 
your loan balance.

Traditionally, you needed to put up 20% of the home’s 
value upfront — meaning you had 20% equity in it. You 
borrowed the remaining 80% from the bank. With each 
payment, your loan balance fell — taking you one step 
closer to owning your house outright, having 100% 
equity in it.

But in a bid to increase home ownership, banks began 
experimenting with their down payment requirements. 
It wasn’t long before you could get a mortgage without 
paying a dime upfront. Some banks even offer interest-only 
loans, meaning every dollar of your monthly payment goes 
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toward servicing your loan without reducing your princi-
pal at all.

That means there are plenty of folks with very little equity 
in their home. 

However, when it comes to refinancing, most banks prefer 
to stick to the traditional 20% equity requirement. So refi-
nancing your home might require you to pay a lot of cash 
upfront. Some banks will let you refinance with less equity 
but often require you get private mortgage insurance 
(PMI) to go with the loan. 

PMI is an extra fee you pay to an insurance company to 
protect the bank in case you default… and it could be 
costly enough to defeat the point of refinancing in the 
first place.

Now, you might expect equity to be a fixed number, and 
that every mortgage payment you make gives you more 
equity in your home. But that’s not how the banks look at 
it. Instead, they base your home’s equity based on some-
thing you have very little control over. 

It’s summed up in just three letters: LTV.

Is Your LTV Too High?
One of the first steps when applying for a mortgage is to 
have the house in question appraised. The bank wants 
a sense of how much it’s actually worth to make sure it 
isn’t overpriced.

Of course, the bank isn’t doing you a favor. It’s protecting 
itself. If for some reason you default on your mortgage, 
the bank will be stuck with a bad loan. The easiest way 
to recoup that cash is to take your house and sell it in 
foreclosure. So an appraisal lets the bank know if the loan 
is worth the risk of a default.

Once the appraisal is in, the bank compares it with the 
amount of money you wish to borrow. This generates a 
number known as the loan-to-value (LTV) ratio. Any down 
payment you make will lower the amount of money you 
need to borrow, improving the LTV ratio. The lower the 
LTV, the more likely the bank is to approve the mortgage.

The problem is that an appraisal doesn’t just add up how 
much it would cost to build an identical house. Instead, 
an appraiser looks at the selling prices for similar houses 
in the area. In other words, how much people were will-
ing to pay. They use those numbers to decide how much 
the house you want should sell for. 

So if you’re looking to buy a three-bedroom house in a 
neighborhood where several three-bedroom houses re-

cently sold for $400,000, expect the appraiser to declare 
the house you want is worth around $400,000, too. If you 
find an identical house in another neighborhood where 
three-bedroom houses recently sold for $350,000, the 
appraisal will likely come in closer to $350,000. 

Judging a house’s value based on how much similar houses 
sold for makes a certain kind of sense. But it also set the 
stage for the housing bubble and the resulting crash. 

In the mid-2000s, as demand for houses started to sky-
rocket, people were willing to pay more to ensure they 
got the home they wanted. That, naturally, pushed prices 
up… which increased the appraisals for similar houses. 
That made the LTV more favorable, so the bank eagerly 
lent out more money. Homeowners saw how much their 
neighbors were getting for selling their houses and priced 
their houses accordingly.

At the same time, the banks began expanding their loan 
programs, allowing folks to buy homes they normally 
wouldn’t be able to afford. This, naturally, led to even 
higher prices, higher appraisals and even more loan ap-
provals from the banks.

But those risky loans came back to bite the banks. 

You May Be Underwater
As loans defaulted, the banks were forced to sell the 
repossessed homes at a discount. Now when other banks 
appraised a home, they saw much lower prices on the 
market. So the house’s appraisal value fell, too. 

In other words, if you had bought your three-bedroom 
house for $350,000, but a foreclosed three-bedroom house 
down the road sold for $300,000, your house would likely 
be valued at closer to $300,000 than $350,000.

That’s the situation many people who wish to refinance 
fine themselves in today. They bought their house when 
its value was much higher, meaning they could get a 
higher loan. Now their home’s value is much lower, but 
the amount of money required to pay off the loan is still 
high. The LTV ratio is too high for most banks.

In some cases, the amount left on the loan is more than 
the house is worth. That is, you could be paying off a 
$400,000 loan on a house that’s now worth $350,000. 

It’s a condition known as “being underwater.” And you’ll 
be hard-pressed to find a bank that’s willing to lend you 
$400,000 to pay off your original mortgage if your house 
is worth $350,000.

Naturally, you can’t control the real estate market, so it’s 
not really your fault if you owe more on your house than 
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what it’s worth. It’s also very hard to build equity in your 
house. So if those are the reasons why you can’t refinance 
your mortgage, you’ll ordinarily be stuck.

But luckily, in the wake of the housing crisis, the govern-
ment created a program to help you. At last count, it had 
helped over 3.4 million Americans refinance their loans 
— even though they had little equity in their home or 
were underwater. 

It’s called HARP.

HARP Could Help 
HARP stands for the Home Affordable Refinance Program, 
run by the U.S. Federal Housing Finance Agency (FHFA).

It was started in March 2009, when the housing crisis was 
in full swing. The goal was pretty simple — to help home-
owners refinance their homes when no bank would. You 
can use HARP’s help for your own home, a second home 
or even an investment property with up to four units.

HARP doesn’t make loans itself. Instead, it works with 
banks to help get refinancing loans for people who qualify. 

To start with, your original loan must have been made 
before May 31, 2009. And it must have an LTV over 80% 
today. (Remember, if your LTV is 80% or lower, banks are 
often more willing to give you a refinanced loan without 
government intervention.)

One of the key qualifications for a HARP loan is that your 
existing mortgage must be held by either the Federal 
National Mortgage Association (Fannie Mae) or Federal 
Home Loan Mortgage Corp. (Freddie Mac). 

Now, you might be thinking you don’t qualify… but keep 
in mind that neither of these government-sponsored 
agencies makes loans themselves. Instead, they buy and 
guarantee mortgages from other banks. 

So it’s possible that one or the other does own your mort-
gage now — meaning you may be able to qualify even if 
you’ve never dealt with Fannie or Freddie

You can find out if either agency owns your mortgage 
through links on the HARP website: harp.gov/Eligibility 

Next, you must be up-to-date on your current mortgage — 
that is, you’ve made every payment so far. You also must 
have paid on time every month for the past six months. 
You’re allowed to have been late on your payment just 
once in the past year.

Assuming you meet all of that criteria, you could refinance 
your home, even if other banks have turned you down. 

And with HARP’s help, you can say goodbye to your cur-
rent mortgage.

Eliminate Your Current Mortgage!
With a HARP loan, your existing loan disappears. In essence, 
you take out a new loan to pay off your current loan — 
eliminating it in favor of a new one.

Keep in mind that a HARP loan does not reduce your 
loan’s principal. If you owe $200,000 when you apply 
for a HARP loan, you’ll still owe $200,000 if your loan is 
approved. The whole point is to reduce the interest you’re 
paying, which can save you hundreds of dollars a month.

It’s a privilege many have been denied in the wake of the 
housing crisis. Rates collapsed, but many people aren’t 
able to refinance to take advantage of the lower rates. 
That’s because their homes lost a lot of value, too. They 
are now underwater on their mortgages, meaning they 
owe much more money than their homes are worth.

As I explained, banks don’t like to make loans under 
these conditions. They typically like their loans to have 
an LTV of 80% or lower. A loan on an underwater house 
would have an LTV higher than 100%.

But HARP works with banks to offer refinancing loans to 
people whose LTV is higher than 80%. When the program 
first started, the maximum LTV it allowed was 105%. A few 
months later, it increased that ceiling to 125%. The program 
was enhanced even further in 2011, helping homeowners 
refinance no matter what their LTV was.

That means if you have a $300,000 loan on a house that’s 
valued at $200,000 — an LTV of 150% — you may be 
eligible for a HARP refinancing loan.

Because the LTV doesn’t matter, you don’t need to get an 
appraisal to qualify for a HARP loan — saving you time 
and money. The program also reduces certain fees, meaning 
you won’t have to pay as much as you normally would to 
refinance. And if your original loan doesn’t include private 
mortgage insurance, your new one won’t either.

Best of all, you’ll lock in a lower interest rate, which can 
save you big.

A Lower Rate Can Mean Much  
Lower Payments
Let’s say you borrowed $400,000 to buy a $425,000 
house in 2008 with a 30-year fixed-rate mortgage. The 
average interest rate that year was 6.03%.

Your monthly payment on that loan would be roughly 
$2,405.92. If you paid that on time every month (and not 
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counting any other fees that would have popped up), your 
loan balance would be approximately $352,000 by 2016.

Since then, rates have fallen a lot, making refinancing a 
smart move. But if your house is valued at, say, $350,000, 
you ordinarily wouldn’t qualify for refinancing. You owe 
more on the house than it’s worth — so you’re underwa-
ter and the LTV is over 100%. 

But if you qualify for HARP, you might be able to refi-
nance anyway.

You’ll need to borrow $352,000 to eliminate your original 
mortgage — HARP won’t reduce that amount at all. Still, 
you’ll be better off refinancing.

Let’s say you decide on another 30-year mortgage. In De-
cember 2016, the average interest rate you’d see was 4.1%.

In this example, your monthly payment would drop to 
$1,700.86. By refinancing through HARP, you’re saving 
over $700 a month. By the end of the year, you’ll have 
saved well over $8,460!

But what if you don’t want to tack another 30 years to your 
mortgage payment? The program does allow 10- and 15-
year mortgages. Depending on how much you owe and the 
interest rate you get, it’s possible your monthly mortgage 
payment will go down. In other words, you might be able 
to save money while paying off your home even faster!

It’s also possible that you’d need to spend more money for 
a shorter-term loan — but you will save a ton of money 
in the long run. Using the same example above, except 
with a 15-year mortgage, your monthly payment will 
jump to $2,621.38 a month or so. 

By the time you pay off your loan in 15 years, you’ll 
have paid a total of $472,388. That’s a lot better than 
the 30-year option, where you’d end up paying a total of 
$612,309.60. 

In other words, by paying an extra $200 a month for 15 
years now, you’ll save nearly $140,000!

So if you qualify for a HARP loan and can afford to spend 
a bit more on your monthly mortgage, I highly recommend 
you take action. The government estimates that over a 

million people are still eligible for HARP — and you could 
be one of them!

If you can’t put any more money toward your mortgage, 
try to get one of HARP’s 30-year loans — then use the 
monthly savings toward ideas you’ll read about in Life-
time Income Report.

Either way, though, you need to hurry.

The Clock Is Ticking 
The HARP program was only supposed to last a single 
year. But it proved so popular that they extended it an-
other year. And they kept extending it another year. 

By 2015, it was scheduled to end on Dec. 31, 2016. In 
August 2016, the FHFA announced another extension — 
so now HARP is scheduled to end on Dec. 31, 2017.

The FHFA is planning to create another program to 
replace it, but frankly, I wouldn’t count on anything in 
the current political climate. So if you you’re eligible for 
HARP, I urge you to apply now.

Simply call your current mortgage company to see if they of-
fer HARP loans and if you qualify. Or visit the HARP website: 
harp.gov/Eligibility

Assuming you fit the criteria, you could be well on your 
way to eliminating your current mortgage and saving 
hundreds of dollars a month!

And every dollar you don’t spend is another dollar you 
can put toward the retirement of your dreams.

In the meantime, you can count of me for more ideas to 
save your hard-earned cash… as well as opportunities to 
maximize the money you bring in. Look for your next 
Lifetime Income Report issues and alerts soon.

Here’s to growing your income!

 

Zach Scheidt 
Editor, Lifetime Income Report
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