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Abstract
With Australia’s 5.5 million ‘baby boomer’ generation and tens of millions of others around the
world now transitioning into retirement, government and community resources for the developed
world’s rapidly ageing populations are increasingly stretched. A key emerging problem is that
some retirees do not have sufficient asset liquidity to finance post-retirement consumption needs.
This is seemingly despite households holding substantial assets in the form of housing equity in
many countries. The family home has the potential to change from a direct investor private
financial asset to a more flexible, securitized, financial instrument. The purpose of this paper is
to examine the role of housing equity in supporting retirement consumption and income needs
and easing financial stress in later retirement. The paper also examines the potential for new
financial instruments tailored for retirees seeking to decumulate housing equity at low cost.
Incorporating panel data from the Household, Income, and Labour Dynamics in Australia
(HILDA) Survey, we illustrate the role of housing in Australian household portfolio composition
in particular and the experience of homeownership for different Australian households, with the
primary objective being to identify issues that affect home equity decumulation.
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Introduction
Population ageing is one of the most important systemic shifts and policy challenges for public
policymakers and private industry in countries experiencing the post-World War II baby boom.
This paper focuses on an Australian perspective, given it is significantly under-researched
(Bradbury 2010a; Productive Ageing Centre 2012a). However, the fiscal challenges facing
policymakers responding to Australia’s ageing population mirrors the challenges faced in other
advanced economies with similarly ageing demographics, such as Japan, Canada, Britain and
the US (Fox et al. 2013; Sierminska and Takhtamanova 2012; OECD 2011; Toussaint and
Elsinga 2009; Greenspan and Kennedy 2007).

Population projections show that from 2007 to 2051, the proportion of the Australian population
aged 65 years and over is expected to increase from 13 per cent (2.8 million) to between 23 per
cent and 25 per cent (7.8 million and 10.4 million). In addition, the population aged 85 years and
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over will more than quadruple from 0.3 million in 2007 to 1.73 million in 2056 (ABS 2006).
These developments will place significant pressure on Australia’s social security, health, aged
care, and retirement investment systems.
Several studies, including Freebairn and Warren (2010), Bradbury (2010a, 2010b), and Wood
and Ong (2012), have argued that Australia’s ageing population brings with it concerns about
whether in the future there will be enough workers to support the growing proportion of the
population who have retired. Internationally, an increasing emphasis is being placed on personal
responsibility as the starting point for meeting the costs of one’s own care in old age, which can
be paid from income, savings, housing assets, or financial products that allow housing equity use
(Dilnot et al. 2011; Coile and Levine 2011; Haffner 2008).
This implies a rethinking of the sources of income for ageing households to accommodate longer
periods of retirement, complex health issues, and ‘ageing in place’, that is staying in the family
home for as long as possible, with services coming to the home rather than moving the person to
the services (Judd et al. 2012). With regards to the provisions for aged care, in April 2012, the
Australian government released an aged care reform package, “Living Longer. Living Better.”
(Commonwealth of Australia 2012a), that suggested that ‘the family home’ is growing in
prominence in relation to provision of aged care, and briefly mentioned utilising home equity to
support changes in aged care provision, including through reverse mortgages. A reverse
mortgage is a form of equity release (or lifetime mortgage), a loan available to home owners of
retirement age, enabling them to access a portion of their home's equity. The home owners can
draw the mortgage principal in a lump sum, by receiving monthly payments over a specified
term or over their (joint) lifetimes, as a revolving line of credit, or some combination thereof
(SEQUAL 2013). Unfortunately, there has been very little research on how prepared older
Australians are to utilize home equity to pay for aged care services, and whether additional policy
and regulations are needed to support such changes (Bradbury 2010a, 2010b; Productive Ageing
Centre 2012b). Similarly, considering the pressing imperative of ageing populations
internationally, the options for income provision are similarly under-researched (Reinold 2011;
Ong et al. 2013a)
In this paper, we employ data from the Household, Income, and Labour Dynamics in Australia
(HILDA) Survey as Australia’s primary source of high quality longitudinal information on
individual and household economic and social dynamics (Melbourne Institute of Applied
Economic and Social Research 2012). The remainder of this paper will explore the financial
wellbeing of current retirees and the potential and capacity of home equity to fund later stages
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of the financial lifecycle both in Australia and from an international perspective. This research
has important implications for social policies and financial products designed to increase the
lifestyle and cashflow options for retirees, as well as providing a better understanding of the
experience of homeownership for different groups of Australians. Such evidence can better
inform the targeting of financial products, services, and assistance in earlier and later stages of
the financial lifecycle. The contribution of this paper is relevant to policy makers, financial
institutions, financial planners as well as individuals.
The remainder of this paper is structured with background literature, an outline of methodology,
some descriptive data, inferential data and discussion on implications for stakeholders of the
study’s results.

Background Studies Regarding the Wealth Profile of Ageing Populations
This section provides a review of the literature relating to homeownership in Australia and
internationally, the fiscal wealth profile of retirees in Australia, and financial options and
wellbeing in retirement. In setting the context for homeownership in Australia, some studies,
such as Stimson (2011), give a cautionary note that a one-size-fits-all approach will not work in
a country as vast and diverse as Australia. They claim there is no ‘typical’ city, town, or region,
with areas performing both specialized and diverse roles, and with some growing and others in
decline. Even with this caveat, Australia has long been a society of homeowners, with more than
half of all households becoming homeowners by the late 1880s, a rate not attained by most other
developed societies until after World War II (Beer 1993).
Since the 1950s, a range of housing and non-housing policies has encouraged homeownership
for a broad range of Australian households (Berry 1999). These have included exemptions from
capital gains tax, discounted/controlled interest rates for home mortgages, cash grants for firsthome buyers, and the provision of low-interest home loans directly by governments and via
intermediary organisations such as state banks. They also include the sale of public housing to
sitting tenants, mortgage tax deductibility (for a short time only), development of ‘affordable’
homeownership lots by state land developers, and planning policies which promoted detached
housing, the house type most desired by purchasers (Bradbury 2010a).
Of particular interest to this study is that older retirees in Australia have a relatively high level
of homeownership among comparable economies. This translates into a relatively high level of
average housing wealth in older age groups (Bradbury 2010a). In most countries,
homeownership rates and housing wealth fall significantly after retirement age. Chiuri and
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Jappelli (2010), for instance, argue that much of this decline is due to a cohort effect, and that in
future years countries such as the United Kingdom (UK) and Italy will probably also have
relatively high homeownership rates among their older retirees.
Of further particular concern is the general finding that across many countries, household
incomes fall sharply with retirement. However, Bradbury (2010a) contends that this fall is
particularly steep in Australia because of the lack of earnings-related pensions in Australia and
the immaturity of the superannuation system for current retirees. Further compounding this
income dilemma is that the actions of many Australians are at odds with behavioural lifecycle
theory which predicts that in the later years of life, individuals should decumulate assets
(including housing equity) to support retirement consumption needs.

The Welfare Role of Housing in Retirement
Numerous studies have made links between high levels of homeownership and the role of
housing equity in facilitating welfare smoothing (Kemeny (1980), (1981); Castles (1998);
Castles and Ferrera (1996); Ritakallio (2003); Doling and Ronald (2010)). This approach relies
on relatively less housing costs, compared to private renting, levelling out the after-housing
income shortfall.
Pressure on welfare systems is likely to exacerbate income poverty among older Australians.
Poverty, a relative concept, is used to describe the circumstances of people in a society that
cannot afford the essentials that others take for granted. People therefore living in poverty not
only have low levels of income, they also miss out on opportunities and resources that most take
for granted, such as adequate health and dental care, housing, education, employment
opportunities, food and recreation (ACOSS 2012). A 2008 study by the Australian Council of
Social Service (ACOSS) found that the group most experiencing income poverty is single people
aged 65 years and older, 47 per cent of whom were living under the poverty line in 2006. A more
recent study shows that persons aged 65 and over in Australia have a 35 per cent risk of living
in poverty (ACOSS 2012). Lastly, in a comparison with the experience in five other countries
(Canada, UK, USA, Italy and Finland), Yates and Bradbury (2010) find that while Australia has
the highest before-housing poverty rate among those aged 65 years or over, it has one of the
lowest after–housing poverty rates in this same age group.

The Role of Housing in Retirement Income Provision
Housing wealth has traditionally been an important pillar supporting Australian retirement policy
(Baxter and McDonald, 2005), but not necessarily as a source of retirement income. For the most
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part, discussion of retirement income has generally focussed on Australia’s three-pillar approach
to retirement income:
1. a safety net consisting of a means-tested Government age pension system
2. private savings generated through compulsory contributions to superannuation, (since the
introduction of the compulsory superannuation guarantee in 1992)
3. voluntary savings through superannuation and other investments (Commonwealth of
Australia 2012b).
Within this three-pillar approach, the place of home equity could be included under ‘other
investments’ or as a fourth pillar of retirement income (Yates and Bradbury 2010). That is not
to say that home equity is less important. Work by Bradbury (2010b) and Bradbury and Gubhaji
(2010) argues that throughout the past half century, homeownership has been considered a
central pillar of Australian retirement planning, reinforced by tax and benefit subsidies for owner
occupation. Housing equity has also been favourably assessed in Australia under the age pension
entitlement tests. However, prior to Bridge et al. 2010 and Ong et al. 2013a and 2013b, housing
equity had not been the subject of significant research in terms of its potential role in providing
retirement income with more research needed on an appropriate mechanism to draw on housing
equity for Australian retirees (Bradbury and Gubhaji 2010; Bradbury 2010b; Productive Ageing
Centre 2012c).
In contrast, the role of superannuation has been the subject of increasing media and research
attention, as a highly effective tool for accumulating savings and decumulating income in
retirement. This is understandable, with total superannuation assets reaching $1.85 trillion
(APRA 2014) as at 30 June 2014, which is roughly equivalent to Australia’s gross domestic
product (GDP) forecast for 2014 (World Bank Group 2014). Superannuation assets are predicted
to reach 150 per cent of Australia’s GDP by around 2040 (Productivity Commission 2012).
However, considering the value of homeownership in Australia presently exceeds $5 trillion
(ABS 2013b) with one-third of Australian households owning their home without a mortgage
(ABS 2009), there is an imperative to explore the potential of household wealth accumulation
and decumulation, particularly given the imminent retirement of 5.5 million Australian baby
boomers. While this may seem a relatively small figure compared to the US baby boomer cohort
of approximately 77 million (Coleman et al. 2006), Australia’s baby boomers nonetheless
represent a significant proportion of Australia’s total population of approximately 23.5 million
(ABS 2012–13).
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New and Emerging Housing Equity Release Developments
The question invariably turns to ‘how’ when looking at options for home equity decumulation.
Products such as reverse mortgages and reverse annuity mortgages (RAM), an arrangement in
which a homeowner borrows against the equity in their home and receives monthly tax-free
payments from the lender), as well as the option of downsizing already exist in Australia, across
parts of Europe such as Germany, the Netherlands, Finland, France, as well as in the UK, Ireland,
Canada, New Zealand, Singapore and Japan (ASIC 2007; Reifner et al. 2007a, 2007b; Gotman
2011; Bishop and Shan 2008; Smith et al. 2002). In countries such as Australia and the UK which
have established mortgage markets, flexible mortgages have also grown in popularity (Ong et al.
2013a). In 2013, a new ‘fractional investment’ product was launched in Australia enabling
investors and property owners to trade partial investments in real property represented by units
in a fund linked to a specific property of their choice (DomaCom 2013). Another product that
emerged in 2013 allows an older homeowner to grant an investor the right to purchase his/her
home in the future at an agreed price today, in exchange for an income stream (POPI Australia
2014). These types of products are perhaps an indication that both investors and property owners
are likely to change the way housing equity is viewed in Australia by an ageing population.
Research has also turned to new financial instruments to increase options for funding housing,
such as ‘housing supply bonds’, albeit for the purpose of channelling private investment into the
affordable rental market (community housing supply) (Lawson et al. 2012). For instance,
established since the 1990s, housing supply bonds, such as the Austrian Housing Construction
Convertible Bond (HCCB), have been the subject of considerable research as alternative housing
finance in Australia (Lawson et al. 2012). However, attention may now be warranted for a form
of government-guaranteed ‘retiree housing bond’ that allows retired homeowners to decumulate
some of their housing equity, through a supportive intermediary, as an exchange-traded housing
bond to provide income in later retirement when other liquid forms of assets have diminished.
Such an instrument would be consistent, at least at face value, with moves toward asset-based
welfare reform and help ease fiscal pressure on governments.
When examining estimates of the size of housing as part of the asset portfolios of Australians, it
becomes clear that housing dominates most Australian household portfolios (Headey et al. 2005).
The second–largest asset for most households is superannuation, and other asset holdings of
considerable value to households are business assets and equity investments (Headey et al. 2005).
Markowitz’s classic portfolio selection theory (1952a, 1952b, 2005) asserts that investors select
assets based on mean and variance of portfolio returns. However, some researchers, such as
7

Worthington (2009), note that housing wealth does not readily fit into the efficient portfolio as
regarded by Markowitz, and instead reasons that positive household finance—knowledge about
what the household actually does—is central to better understanding household behaviour. This
paper is looking at what the household does in terms of homeownership and how housing equity
relates more broadly to the accumulation of wealth for retirement. Consequently, a product such
as a government-backed ‘retiree housing bond’ honours the value of place for older retirees by
supporting the perspective of home as not simply a fiscal asset, but a personal asset rich in
history, achievement, belonging, security and community. A ‘retiree housing bond’ could allow
the home to once again provide security, belonging and dignity to the older retiree through a
safe, supported means of decumulating home equity for cash flow needs in later retirement.
Australia’s Productivity Commission report released in November 2013 outlined several options
for further policy discussion and development regarding new ways of easing fiscal pressure on
an ageing population. In terms of home equity release, one proposal in the 2013 Australian
Productivity Commission report was to have individuals contribute around half the annual real
increase in their home values towards aged care services. However, this scheme would benefit
more those who have been in the property cycle for longer, whereas some older householders
may have just paid off their mortgage or still be paying it off, and have not had any time to
accumulate equity growth that could be solely theirs. House prices are also cyclical, and therefore
other alternatives are needed for times when housing prices are static or dropping. The report
also underlines the urgency of more research into alternative products (Productivity Commission
2013).
Another innovative area of research that also started gaining traction in Australia in 2013 was
re-framing private and institutional investment in housing as investment in ‘infrastructure’
(Milligan et al. 2013). This research is likely to continue to revolutionalize the way housing
equity is withdrawn in Australia for both investors and property owners.

The Untapped Potential of Housing Equity in Retirement Income Provision
In relation to property wealth, Chiuri and Jappelli (2010) argue that older retirees often do not
have enough resources to finance post-retirement consumption and medical expenses, even
though they own substantial assets in the form of housing equity. They add that from an
economy-wide point of view, the rapid gains in life expectancy and the rising population share
of older retirees will undermine the sustainability of national welfare systems unless older
retirees are able to finance an increasing portion of their expenditures by accumulated assets.
The pattern of low levels of housing equity decumulation could be related to behavioural issues,
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such as distorted risk assessments of housing equity decumulation, and/or due to the family home
not being regarded as an investable asset, and consequently not regarded as a source of
sustainable income. Presumably, Australian retirees’ attitudes to savings, cultural characteristics
and portfolio choices are related to decumulation patterns. For example, the favourable treatment
of the family home in relation to the Age Pension means test, could likely create biases in
portfolio choice, for example, with estimates showing that households experiencing financial
poverty do not reduce homeownership more than other households. Households who deplete
their financial wealth do not liquidate their housing wealth at higher rates than other households
(Spicer et al. 2013).
Given the risk of poverty for more than one in three retirees outlined earlier in this paper, the
small uptake of home equity withdrawal may partly reflect a largely conservative risk profile of
Australian retirees or it may stem from low demand for other reasons, rather than from any failure
of financial markets per se. Nevertheless, there could be gaps in personal financial capability,
support for cashflow planning in retirement, and potentially a gap in low-risk and more flexible
financial products. Response to such gaps involves not only assessment of some of the current
mechanisms for accessing housing equity, such as downsizing and reverse mortgages, but also
use of some potential new financial products.
However, the move toward housing asset-based welfare draws on the assumption that investment
in own-home wealth will yield sound returns as residential house prices continue to increase.
Cyclical financial crises highlight the potential riskiness of housing as an investment vehicle,
particularly when the timing of equity withdrawal is not well planned. Further, the store of
housing equity could rapidly be withdrawn if used as the primary source of income, and the
financial instruments that currently exist to enable decumulation of housing equity are
complicated and poorly understood. This can result in ill-informed decisions concerning the use
of home equity withdrawal mechanisms to support consumption in retirement. There is potential
to better support decision-making on home equity withdrawal and policy change, as poor
decision-making could expose older Australians to financial vulnerability in their retirement
(Ong et al 2013a).
A key characteristic of Australian government social and fiscal policies (e.g. tax expenditures
and concessionary asset tests) is the accumulation of wealth in the primary home. As detailed by
Ong et al. (2013a), these policies are prefaced on the assumption that homeowners will own their
homes outright in old age, hence lower incomes in retirement will be matched by low housing
costs, and retirees can therefore get by on smaller pensions. However, easy access to accumulated
9

housing equity earlier in the lifecycle only reinforces that the focus needs to be on the rate of
outright owners in planning for the reduction in after-housing poverty rates rather than
homeownership rates generally (Heylen and Haffner 2012).
More older Australians are approaching retirement with outstanding mortgage debt, and some
retirees may be paying off their mortgage debt using lump sum superannuation payouts that
become accessible on reaching the preservation age. This strategy may have tax advantages for
some homeowners planning retirement. Those who do not pay off their home using a
superannuation lump sum will presumably continue making regular mortgage repayments after
they retire (Ong et al. 2013a), again possibly through a superannuation income stream.
The subject of risk management in retirement is also growing in prominence. Doran et al. (2012)
outline the retirement risk zone as being commonly defined as the final 10 years of working life
(the end of the accumulation phase) and the first 10 years of retirement (the start of the
decumulation phase). “It is this 20 year period when the greatest amount of retirement savings
is in play and, subsequently, risk is at its zenith” (Doran et al. 2012 p. 6). The concept of a
retirement risk zone points to the need to manage risk better in that 20 year period. However,
this paper extends that concept to look also at planning to manage risk beyond the first 10 years
of retirement, particularly in later retirement when superannuation assets are potentially
depleted. Increasing financial capability is important, as the responsibility for financial longevity
is increasingly being placed as the responsibility of individual households. In the context of this
paper, the increasing emphasis on individual responsibility for financial capability is set in the
context of a large gap in take up and supply of appropriate, affordable financial services
(Productive Ageing Centre 2012b). The key characteristics of Australian pre-retirees who had
made the most plans for their retirement were that they were in the highest household income
quintile, who had finished high school, and were aged 55 and over (Productive Ageing Centre
2012b). The finding suggested that those pre-retirees with higher human capital were those most
likely to have made more extensive plans for their retirement, indicating potential for policy
support of pre-retirees from lower income quartiles. Extra support could better inform
management of assets leading into retirement and greater financial capability for retirees in lower
income quartiles if they enter a financial crisis.
Table 1 details home ownership rates across Australian capital cities for the pre-retirement
population aged 40 to 59 years and for those aged 60 years and over in 2003–04 (ABS 2003–
04). Throughout this analysis, we define people who own their home outright and those paying
off a mortgage as homeowners. Mean house prices are also shown, with Sydney having a
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significantly higher house price, followed by Melbourne, the Australian Capital Territory (ACT)
and Northern Territory (NT), Brisbane and Perth, with the remaining cities having lower house
values. The 60 years and over population does have a relatively high home ownership rate in
Sydney, but the rate is similar in Melbourne and Hobart. What is also of interest, and concern,
in Table 1 is that while the proportion of Australians aged 55 to 64 years who are homeowners
has remained relatively stable between 1994–96 (80 per cent) and 2009–10 (82 per cent), the
proportion of those homeowners with a mortgage has tripled from 10 per cent to 30 per cent in
that same time (ABS 2003–04; 2011).
<TABLE 1 HERE>

Outside of the capital cities, there are equally high ownership rates among households located in
most areas along the southeast coast of Australia. ABS (2011) Census data showed that just over
two-thirds (67 per cent) of Australian households owned their home (with or without a
mortgage). The Northern Territory recorded the lowest home ownership rate (46 per cent), and
Tasmania the highest (70 per cent) (ABS 2011).
Overall, the literature infers that ensuring appropriate and affordable housing and home care
services is a critical component of the policy response to an ageing population both for economic
wellbeing, health and for reducing demand on the residential aged care sector (Judd et al. 2012).
Some research evidence points to underutilisation of the housing stock of older retirees in
supporting and increasing their living standards (Bradbury 2010a, 2010b; Productive Ageing
Centre 2012a; Productive Ageing Centre 2012d). In the context of the apparent underutilisation
of dwellings, studies by Judd et al. (2010) have found that the vast majority of older people
regard their house as suitable for their needs, including pursuing a range of retirement activities,
and accommodating family and visitors. The assumption that housing stock is underutilised has
also been questioned in research by Batten (1999) and Wulff et al. (2004).
In terms of the financial benefits of homeownership, while the literature points to the rent savings
for retirees owning their houses outright, many homeowners may also have significant ongoing
costs with their home. These expenses include outstanding debt, rates, insurance, maintenance,
depreciation and repairs, as well as the costs for expenses such as transport if their housing is
located away from their preferred social networks and services. However, for the vast majority,
the benefits of outright homeownership will outweigh even the ongoing costs associated with
the home, particularly when compared to rental affordability in retirement (Bradbury 2010a,
2010b).
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Looking at the extent to which the equity in housing is utilized to support retirement lifestyles
either through downsizing, using security against other debt, or through reverse mortgages is
another area of interest. Overall, the research literature indicates that downsizing is a relatively
under-researched and under-theorized area of study (Judd 2012). Nevertheless, a relatively
common view, as in Chen and Jensen’s (1985) study, is that while some older people do draw
down assets during the retirement period, most do not decumulate and instead reduce
consumption and continue to rely on currently available income.
Research by Chiuri and Jappelli (2010) has also found evidence that older retirees prefer to stay
in their homes, unless forced to move through an external shock: the death of a spouse, health
problems, entry into a nursing home. As highlighted earlier in this paper, this decision could be
due to perceptions of investable and non-investable assets, and perhaps attitudinal change and
more housing equity decumulation products would change the perception of the family home as
a source of income. Some studies, e.g. Bridge et al. 2010, make the case that the reverse mortgage
market has gained momentum in Australia. The industry peak group, SEQUAL (Senior
Australians Equity Release Association of Lenders) keeps a record of the activity levels of its
members. As at the end of December 2011, SEQUAL estimated there were approximately
42,000 reverse mortgages on issue in Australia, with a total loan book size of $3.3 billion. While
this represents 10 per cent growth in the value of new lending over the 12 months from 31
December 2010, this is still less than one per cent of non-mortgaged retiree housing equity,
estimated in 2005 by SEQUAL to be $345 billion (Moffat 2011), and likely to be conservatively
in the order of $500 billion in 2013 (Johnson et al. 2014). However, in a study conducted by the
Productive Ageing Centre (2012e) less than 10 per cent of both retired and pre-retired
respondents responded that they had used or intended to use, reverse mortgages or home
financing. Also, a very small proportion of respondents (approximately 5 per cent) indicated that
they had, or intended to, increase debt more generally (through credit cards and personal loans)
and likewise, a similarly small proportion approached others for financial support (Productive
Ageing Centre 2012e).
Events surrounding the 2008 global financial crisis may also have influenced confidence in
financial products. Some researchers documented potential holes in regulation following the
global financial crisis highlighting for example, lack of fiscal discipline, predatory lending
practices, intertwined with low quality securitized packages bought by banks around the world
– with a disconnect between the mortgages and their owners (Sykes 2010; Allen and Carletti
2010; Leviton 1999). Research by Bridge et al. (2010) details numerous factors impacting the
12

examination of Reverse Annuity Mortgages (RAMs) used by older people in terms of possible
growth factors and the potential implications for their retirement decisions. They argue that while
there are risks with reverse mortgages - including some potentially serious financial risks reverse mortgages also could provide widespread benefits to households and governments by
providing access to resources for households who are asset-rich and income-poor (Bridge et al.
2010).
This review of background literature has identified the experience of homeownership in
retirement and potential financial options as under-researched. The circumstance of having
assets, but not enough income has been highlighted in the literature. We contribute to this
literature by providing a better understanding of the experience of home ownership in early and
later retirement, and will examine the potential of fiscal assets to support retirement lifestyles.

Data and Method
The empirical component of this paper uses data from the Household, Income, and Labour
Dynamics in Australia (HILDA) Survey as the main source of evidence and information on
individual and household dynamics. HILDA is a comprehensive, long-term, high quality
longitudinal panel survey. The HILDA project was initiated and funded by the former Australian
Government Department of Families, Housing, Community Services and Indigenous Affairs
(FaHCSIA), now Department of Social Services (DSS) and is managed by the Melbourne
Institute of Applied Economic and Social Research (Melbourne Institute).
The HILDA survey collects information on economic and subjective wellbeing, labour market
dynamics and family dynamics from a sample of 9,835 Australian households encompassing
25,391 individuals aged 15 and older in 2011 (Melbourne Institute of Applied Economic and
Social Research 2012). Individuals in the sample households are tracked over time regardless of
whether they remain in the original households. The variables that this paper covers includes
those related to fiscal wealth, homeownership and home value, age, and some family and life
cycle dynamics, retirement income consumption and financial wellbeing in retirement.

Results
As identified in the review of literature, there is a gap in research regarding data providing
evidence on the potential for retirees to use the resources they have to support their retirement.
This section provides an overview of descriptive data on the net worth and homeownership rates
of retirees, and evaluative data on the potential of housing equity to be drawn on in supporting
financial wellbeing in later retirement.
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Role of homeownership in building wealth and supporting consumption
Primary Research Question: What is the potential role of homeownership in building retirement
wealth and supporting retirement consumption in Australia?
This paper provides an overview of data related to this primary research question. Earlier in this
paper, it was established that the number of homeowners in the HILDA survey has overall
remained stable at approximately 67 per cent from 2002, to 2006 and to 2010. In terms of net
wealth, data from HILDA outlined that the average net worth of Australian households in 2010
was estimated to be $692,000, which compares with an estimated $614,000 in 2006. Wealth,
however, is concentrated among a relatively small number of very wealthy households, and
hence in summarising wealth accumulation among the “typical” Australian household it may be
preferable to focus on changes in the median value. Median values, however, have also exhibited
a declining rate of growth, rising from $213,000 in 2002 to $328,000 in 2006, and then to
$394,000 in 2010 (Melbourne Institute of Applied Economic and Social Research 2012).
Wealth among the HILDA respondents tends to accumulate with age, usually up to the point
where individuals enter retirement. After retirement, wealth accumulation tends to slow down,
and for some households declines, as they begin living off their savings. In 2010, wealth peaked
in the 50 to 59 year age group for couple households and in the 60 to 69 year age group for single
person households (Melbourne Institute of Applied Economic and Social Research 2012).
Disaggregating this further, the principal place of residence is almost constant across ages, with
median equity and superannuation declining with age (Spicer et al. 2013). This again reinforces
the need to look at housing equity as a potential source of income for smoothing retirement
consumption.
In terms of HILDA data on the composition of household wealth, the mean values of the six
asset and five debt classes for the years 2002, 2006 and 2010 are outlined in Figure 1. HILDA
data shows that, overall, Australians hold most of their wealth in their homes, with the mean
value of this asset increasing considerably since 2002. The results in Figure 1 are across all age
groups to demonstrate that people planning for their retirement now, or even in early work life
may need to incorporate planning for housing equity decumulation in their later retirement years.
<FIGURE 1 HERE>

Table 2 shows the dominance of housing as an asset class in Australia for those aged over 65
years compared to those aged 45–64 years. The table provides the mean equity values held in
the primary home, alongside the mean equity held in all other non-primary home equity classes
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in the portfolios of these households, separated by housing equity withdrawal type. In Ong et al.
(2013a), housing equity withdrawal type study includes ‘no housing equity withdrawal’, ‘selling
up and moving out of homeownership’, ‘downsizing to a home that leaves a smaller mortgage’;
and ‘mortgage equity withdrawal in situ’. Among homeowners under 65, the primary home
equity of those selling up is around two-thirds of total equity, compared to 45 per cent of those
using mortgage equity withdrawal or downsizing, and less than 40 per cent among those
refraining from housing equity withdrawal. The table shows that among the over 65s, those most
likely to see their best option as ‘selling up’ are retirees whose primary home equity makes up
over 70 per cent of their total equity (Ong et al. 2013a). What is of major concern in an Australian
context is that many of these retirees could then be moving into Australian’s relatively less
affordable rental housing market, with short tenancies and very short notice periods for
terminating tenancies. Also worrying is that the Ong et al. (2013a) study found that one in five
older homeowners releasing equity by borrowing more against the value of their home had
housing equity that was less than 40 per cent of the value of their homes compared to only one
in 10 of other older mortgagors. A more cost-effective alternative to the current equity
withdrawal options through mortgage instruments such as reverse mortgages would appear
needed to ensure older mortgagors retain at least a majority share of their home equity.
<TABLE 2 HERE>

The background literature section of this paper established that older retiree household members
are likely to underestimate their financial stress, or adapt to lower standards of living rather than
decumulate housing equity. In the context of the potential for under-reporting, data from HILDA
shows the proportion of the population aged 45 and over who reported different forms of
financial hardship. The measures generally decrease with age, again, despite the decrease in
income. This may indicate under-reporting of financial stress in older retired households. There
is also an indication of the financial hardship measures in HILDA increased in the oldest two
age groups (75-79 and 80+), particularly with respect to asking for help from welfare or
community organisations. However, even though the question in the HILDA survey asks about
this help in the context of a shortage of money, it is possible that people interpret it to mean
asking for help because of disability or illness rather than because of financial need per se
(Bradbury and Mendolia 2012). Critical to this research are the dynamics of those households
(approximately 1 in 14) who could not pay bills on time and the 1 per cent who went without
meals, in terms of the potential drawing down of their housing equity (Bradbury and Mendolia
2012, HILDA data). Table 3 provides information on the indicators of financial stress and
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material deprivation from the HILDA survey for Australians aged over 65 against the choice of
type of housing equity withdrawal. As shown, people who extract housing equity over age 65
appear to exhibit greater financial stress. In fact, the most financially stressed group is those
deciding to sell up and move out of homeownership.
<TABLE 3 HERE>

There is a potential risk for retirees in the later stages of retirement (e.g. 75+) to be more
vulnerable to financial stress and poverty. This indicates they may be in need of additional
support for cash flow planning, including through decumulating housing wealth. Currently,
Government policies (e.g. tax concessions and concessionary asset tests) encourage
accumulation of wealth in the primary home as the cornerstone of Australian housing policy
(Ong et al. 2013b). However, since the 1990s, housing’s role as a pillar supporting retirement
incomes policy has weakened as baby boomers use their housing wealth to smooth consumption
during their working lives. Young Australian families also now seem more prepared to draw
down their housing wealth to meet the acute spending needs that accompany the earlier years of
household formation (Ong et al. 2013b). With the ageing profile of the Australian population
and the dominance of housing equity in retiree portfolios, intervention may be needed to assist
Australians with the management of their housing wealth in later life. Policymakers could
consider developing strategies specific to individuals and households reaching retirement and in
the post retirement / decumulation phase. In particular, this study suggests a re-focussing of the
post-retirement financial planning stage to include new financial products that allow retirees to
better manage cash flow and emergent expenditure needs. These products could include the
fractionalised decumulation of housing through government-backed ‘retiree housing bonds’, unit
trusts, or loans in addition to reverse mortgages. Greater consumer education on housing equity
decumulation options may also assist in expediting the development of new products.
Perceived financial situation of retirees
This section provides data on the perceived financial situation of retirees in Australia using data
from HILDA, as well as examining further, the significant proportion that housing equity makes
of net worth in Australians aged 65 and over. This data is intended to evaluate the potential of
home equity to support retirement financial wellbeing. Data from Wave 11 of HILDA (collected
in 2011) details that of the 733 respondents to a question regarding their concern about their
financial situation, of those aged 65 to 74 years, 22 per cent agree or strongly agree that they
have a real concern about their financial situation. Of the respondents to the same question aged
75 years and over in Wave 11, 16 per cent agree or strongly agree that they have a real concern
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about their financial situation. The concern about finances seems strongest for younger age
groups, with 44 per cent of respondents aged 45 to 54 years agreeing or strongly agreeing that
they have a real concern about their financial situation, and 27 per cent of respondents aged 55
to 64 years. However, the younger respondents have potentially more opportunity to improve
their financial situation through future skills, work and income.
<FIGURE 2 HERE>

Figure 2 provides an overview of the proportion of net worth that is made up of home equity,
superannuation and all other financial assets (bank accounts, shares outside of superannuation,
insurances, bonds, fixed interest, own business, collectibles). This figure shows the very high
proportion of net worth that is made up of home equity. For respondents in Wave 10 of HILDA
(collected in 2010), aged 65 to 74 years, the median proportion that home equity contributes to
overall net worth is 62 per cent, and is 68 per cent for those aged over 75 years. This data
underlines the importance of home equity as a potential source of equity and income in
retirement, particularly for those Australians who have lower superannuation balances.
Disaggregating this data from wave 10 of HILDA a little further, Figure 3 shows the proportion
of Australian homeowners aged 65-74 years old and 75 and over against the continuum of home
value increments. The median value sits at $350,000 for those aged 65-74 years and at $300,000
for those aged 75 years and over. Critically, these values sit closest to the home values of those
choosing to ‘sell up and move out of homeownership’, shown earlier in Table 2, yet again
indicating the potential for more cost effective ways to decumulate housing equity in situ.
<FIGURE 3 HERE>

The potential for more cost-effective housing equity decumulation options is reinforced when
we examine expenditures in the year following a housing equity withdrawal episode as in Ong
et al. (2013a). In determining if the housing equity that was withdrawn was used to replace
income or for other uses, Ong et al. (2013a) looked at the increase in household expenditure the
year after a housing equity withdrawal incident, as detailed in Table 4. Households with no
housing equity withdrawal also exhibited no statistically significant increase in items of
expenditure, presumably showing that they were coping for their consumption needs with
existing sources of income. However, for those who had utilised ‘mortgage equity withdrawal’,
the statistically significant changes in expenditure were largely for everyday consumption items
such as utilities (gas and electricity), groceries (food and household items), telephone and
internet charges, and clothing and footwear. The groups with the highest increase in expenditure
across most items were those who had ‘sold up’ or ‘downsized’. This data shows that for those
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households drawing on their housing equity for income while remaining in situ, they were indeed
utilising cash flow from the equity release to replace income. This circumstance again reinforces
the potential for new financial products that more efficiently allow housing equity release
without the compounding interest associated with reverse mortgages or existing mortgage
withdrawal.
<TABLE 4 HERE>

In addition to informing potential new financial instruments that better fit the risk profile and
cash flow needs of later retirees, the data in this paper could inform a continuum of options for
retirees with different age, income and equity profiles. Such a continuum could support retirees
to make more informed choices based on the risks of home equity decumulation options for their
circumstances, as well as inform development of new financial products for retirees who do not
readily have equity withdrawal options that fit their circumstances or risk profile. New products
could also help take pressure off existing Government services that could be prioritized for
people who do not have housing equity or any other large asset base. With over a third of retirees
already at risk of poverty in Australia (ACOSS 2012), and 5.5 million Australian baby boomers
starting to retire, there is a potential looming cashflow crisis haunting retirees in Australia,
particularly in later retirement. The significant wealth stored in property is potentially a key part
of the solution. However, Government policy would need to focus more on the decumulation
phase of retirement, incorporating not only superannuation and other savings, but also housing
equity, particularly in times of financial crisis. The place of housing - and home - in the
Australian psyche is more than a fiscal asset, it inhabits elements of family, achievement, cultural
history, friendships, community and other connections (Easthope 2004). However, as a financial
asset, the family home has potential to undergo a revolutionary change from a direct investor
private financial asset to a more flexible, and even securitized, financial instrument, taking into
account its function for individuals, families, Government and communities. Financial products
in retirement are beginning to undergo reframing to accommodate the financial and cultural
dynamics inherent in housing equity release. However, there is still sufficient evidence
suggesting a need to change public perception of the function of property and to develop
regulation, products and advice systems to support the changing role of housing equity in the
decumulation phase of retirement.

Conclusion
This paper aims to provide insight into the current and potential utilisation of home equity in
supporting retirement and healthy ageing in Australia. In addition, this paper discusses the
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potential demand for new financial instruments used to decumulate housing equity to provide
income in retirement. In the discussion of potential new instruments, the concept of a retireehousing bond to facilitate low-cost loans was offered as an area for further research, building on
the growing body of work on housing supply bonds and other equity release products. The main
distinction of a retiree-housing bond is that it would be in situ decumulation, utilising a
government-guaranteed, exchange-traded instrument. This arrangement could offer benefits for
cash-strapped retirees, as well as for investors looking for depth in fixed interest investments,
particularly in residential housing, and benefits for governments looking for a cost effective
means of providing suitable health care and aged care services to an ageing population. The
literature on the Australian context for homeownership has outlined that Australians have,
overall, high levels of homeownership particularly among older age groups, compared to other
developed countries. The literature also shows that affordability of housing purchasing and
renting has been declining in Australia which potentially impacts on wealth accumulation over
the lifecycle and consequently places pressure on other sectors of housing such as the rental
market and public housing. The growth of flexible mortgages arrangements has brought benefits
for homeowners seeking to meet spending needs, but has also led to increased mortgage debt in
the short- and longer-term. The data from HILDA outlined in this paper shows that the primary
home value makes up (on average – median) over two-thirds of all net worth for respondents
aged 45 and over, despite almost 30 years of the Superannuation Guarantee Charge. When this
data is coupled with the 35 per cent risk of living in poverty if aged 65 years and over in Australia
(ACOSS 2012), the potential of home equity to assist in financial hardship and maintaining a
reasonable standard of living grows in prominence. Even with a 35 per cent risk of poverty after
age 65, this paper has outlined that less than one per cent of available housing equity is being
withdrawn through reverse mortgages to support retirement consumption. Overall, the research
on housing equity liquidity for retirees in Australia has been judged as insufficient by
behavioural economists (eg Bradbury and Gubhaji 2010, Bradbury 2010a, 2010b; Munro 2011;
Wood and Ong 2012). The literature on the financial lifecycle as it relates to housing equity also
shows a gap in research regarding the place of homeownership in supporting retirement
consumption and productive, healthy ageing (Courant et al. 1984). The perception of property,
and in particular, the family home in Australia needs further examination, as Ong et al (2013a,
p. 12) find “too little is known about the attitudes, beliefs, and behaviours that underpin [home
equity withdrawal]”. The story of housing wealth in Australia can no longer be just about
accumulating assets over the life course or managing the transition to older age; it is now
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becoming very much about meeting the needs of households of all ages and stages and in a
variety of circumstances (Ong et al. 2013a).
The potential circumstance of having assets, but not enough income has been highlighted in the
literature, and points to the potential for an increasing role for home equity in supporting
retirement lifestyles and aged care. The place of housing equity as a pillar of retirement income
needs more research and innovation as part of a suite of options to manage cashflow crises in
later retirement. With 5.5 million baby boomer retirees beginning to turn 65, with the bulk of
their wealth in housing, while living longer, with increasing health advances (at a cost), the
significance of housing equity is increasingly apparent. New financial products, advice tailored
to cashflow in the later decumulation phase, and regulation for housing equity decumulation,
might contribute to maintaining a decent quality of life for older Australians, particularly when
other sources of income have diminished.
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Table 1: Homeownership Rates in Australian Capital Cities, the Australian
Capital Territory (ACT) ACT and the Northern Territory (NT) 2003–04;
and proportion of homeowners with a mortgage in age range 55-64 years in
1994-96 and 2009-10.

Australian

Mean House

Homeownership rate by (%) by

Capital City or

Price ($000)

age of household reference person,

Territories

2003–04

2003–04
40-59 years

60 years and
over

Sydney
Melbourne
Brisbane
Adelaide
Perth
Hobart
ACT and NT

590

74

84

369

86

86

328

73

79

265

79

79

307

79

78

248

80

84

363

75

76

55–64 y.o homeowners

55–64 y.o homeowners

1994–96

2009–10

Overall

With a

Overall

Mortgage
80%

With a
Mortgage

10%

82%

31.4%

Source: ABS Survey of Income and Housing Costs, 2003–04, Confidentialized Unit Record File
and ABS Year Book Australia, 2012 Cat. No. 1301
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Table 2: Mean equity profile of older home owners, person-period data from
2002 and 2006 (HILDA), by housing equity withdrawal mechanism and age
group, $000s at 2010 prices

Equity in

Equity in

primary home

all other

Total

Sample

assets

45-64 years
No housing equity withdrawal

427.6

674.5

1,102.2

2,403

Sold home and moved out of homeownership

347.3

183.9

531.2

21

Downsized to a home that left them with a
smaller mortgage
Mortgage equity withdrawal
in situ

634.0

768.5

1,402.5

34

385.9

449.6

835.5

656

No housing equity withdrawal

418.6

419.2

837.7

1,675

Sold home and moved out of homeownership

260.8

114.8

375.6

14

Downsized to a home that left them with a
smaller mortgage
Mortgage equity withdrawal
in situ

527.2

268.1

795.3

31

613.7

490.4

1,104.0

49

65+ years

Source: Ong et al’s (2013a) data from the 2001-10 HILDA Survey.
Notes: The term ‘housing equity withdrawal’ is used by Ong et al. (2013a) to encompass three categories: selling up and
moving out of homeownership; downsizing to a home that leaves a smaller mortgage; and mortgage equity withdrawal in situ
(or trading up). As asset and debt estimates are only available in intermittent waves of the HILDA survey (i.e. 2002, 2006 and
2010), Ong et al. (2013a) pooled the 2002 and 2006 asset and debt estimates for older homeowners by their housing equity
withdrawal activities during 2002-03 and 2006-07 respectively. By measuring wealth at 2002 (2006) instead of 2003 (2007),
Ong et al. (2013a) are ensuring that wealth portfolios were not be influenced by recent housing equity withdrawal activity. Ong
et al. (2013a) also restricted their sample to persons who are homeowners aged 45 years and over in Wave 1 of the HILDA
survey. The Wave 1 data on these older homeowners were then matched with their housing data in the adjacent Wave 2, to
identify whether or not each homeowner has engaged in in situ mortgage equity withdrawal, downsized, traded up while overmortgaging (hence withdrawing housing equity), or sold up and moved into the rental sector between the two waves. This
sample-defining exercise is repeated for homeowners aged 45 and over in every wave and observing their subsequent housing
circumstances in the next wave, up to Wave 10 of the HILDA survey. After accounting for various complications detailed in
the Ong et al. (2013a) report, the remaining observations formed a pooled dataset of person-period episodes. When personperiod episodes have not been appropriate for analysis, for example, could lead to over-counting couple households as two
person-period episodes, then household-period episodes have been used.
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Table 3: Financial stress and material deprivation experiences of older home
owners, by home equity withdrawal mechanism, person-period data 2001–
10, per cent column

65+ years
Financial stress
indicator

Could not pay electricity,
gas or telephone bills on
time
Could not pay mortgage
or rent on time
Pawned or sold something

Mortgage
equity
withdrawal
in situ
11.5

Downsized to a
home that left
them with a
smaller
mortgage
9.3

4.8

Sold home and No housing
moved out of
equity
homeownership withdrawal

16.5

5.9

4.0

8.9

2.5

2.8

4.9

6.3

1.6

Went without meals

1.8

1.9

3.2

1.1

Was unable to heat home

1.7

2.8

6.0

1.4

Asked for financial help
from friend or family
Asked for help from
welfare/ community
organisations

6.5

7.7

11.6

3.4

1.5

2.1

3.8

1.2

Material deprivation
indicator

Source: Ong et al’s (2013a) data from the 2001-10 HILDA Survey.
Notes: See notes accompanying Table 2.
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Table 4: Incidence of an increase in household expenditure, by age 65 years
and over, housing equity withdrawal mechanism and expenditure type,
household-period data HILDA 2006–10
65+ years

Sold home and
moved out of
homeownership

No housing
equity
withdrawal

Mortgage
increase

Downsized to a
home that left
them with a
smaller
mortgage

Home repairs, renovations
and maintenance
Education fees

37.1

54.4***

23.8**

36.6

3.0

8.8

6.3

3.2

Medical expenses

50.0

40.4

52.4

49.7

Private health insurance

28.0

31.6

22.2**

34.1

Other insurance

50.8

36.8**

34.9**

50.6

Motor vehicle repairs or
upgrades
Transport costs

46.2

40.4

31.7**

45.0

43.2

28.1**

28.6**

41.9

Telephone and internet
charges
Computer and related
devices
Audiovisual equipment

35.6***

50.9

34.9**

46.9

25.0*

24.6

12.7

18.6

25.0

36.8*

38.1**

25.2

Whitegoods

18.2

49.1***

23.8

22.9

Furniture

16.7

52.6***

27.0*

17.2

Holidays

38.6*

36.8

20.6**

30.8

Groceries

34.8**

29.8**

46.0

44.2

34.1

38.6

34.9

34.7

Utilities

43.2**

47.4

50.8

52.0

Clothing and footwear

34.1*

47.4

54.0**

41.3

Alcohol, cigarettes and
tobacco
Sample

34.1

42.1**

25.4

28.2

134

57

63

3,939

Expenditure item

Meals eaten out

Mortgage
equity
withdrawal/

Source: Ong’s et al. (2013a) calculations from the 2006-10 HILDA Survey
***, ** and * denote statistically significantly different from ‘no housing equity withdrawal’ at the 1, 5 and 10 per cent
level, respectively.
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Figure 1: Mean Values of Household New Worth Components. 2002, 2006,
and 2010
Source: HILDA Annual Report 2011
Notes: Data includes all age groups, not just retirees. “Home” includes the first/primary home – either
rented out, not rented out, or owner occupied. “Other property” comprises a second home or holiday home
(rented out or not rented out). commercial property, farms, vacant land, other (description provided) or
“unsure what type”. “Other assets” include insurance policies, household collectibles, any other asset with
description. Respondents in Wave 10 of HILDA: 13,526 individuals across 7,357 responding households.

Figure 2: Proportion of Net Worth in Home Value, Superannuation and All
Other, by age, Australia 2010
Source: HILDA Wave 10. Observations 45-64 years (3,243); 65 to 74 years (980) and 75
years and over (673).

Figure 3: Percentage of Australian Homeowners aged 65-74 years and aged
75 years and over by Home Value Increment, 2011.
Source: HILDA wave 11. Observations aged 65-74 years (980); observations aged 75 years and over (673).
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