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Abstract 

Maintaining an acceptable standard of living through to the later stages of 

retirement for the baby boomer generation (those born 1945 to 1964) is one of 

the most important policy challenges for policymakers and industry in many 

developed countries with a rapidly ageing population, including Australia. With an 

increasing emphasis on personal responsibility for fiscal management and 

increased self-funding of retirement, concern is growing among retirees, the 

community, and policymakers regarding how these citizens will manage 

financially while ageing in their own homes for as long as possible. With 

increasing pressure to arrest the increase in government-funded age pension 

obligations, reforms to sources of retirement income has become an imperative, 

particularly with increasing rates of income poverty in retirement, and future 

generations of Australians unlikely to be able to meet the taxation impost to 

sustain current age pension entitlements. In response, consumers and 

stakeholders are considering all potential sources of income to fund everyday 

living expenses, healthcare, and aged care, as well as potential changes to age 

pension policy.  

In some countries with high levels of home ownership among retirees, including 

Australia, there is the argument that homeowners are not adequately drawing on 

the equity in their home as a means to support retirement consumption. As such, 

this thesis examines the role of the two main assets of Australian retirees—

superannuation and housing–-and the contribution these assets make to 

retirement income in the context of Australia’s current age pension policy, and in 

particular, for the baby boomer generation. The hypothesis tested in this thesis is 

that, ‘The majority of Australia’s baby boomer retirees will be able to modestly 

supplement their retirement incomes, for a minimum term of 25 years, by drawing 

on less than 50 per cent of the equity of their owner-occupied property’. 

Consistent with this hypothesis, this thesis poses four research questions to 

address the primary research question (PRQ) of: Could the housing equity of 
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Australia’s baby boomers supplement their retirement income? The first research 

question (RQ1) is: What is the financial position and wealth holdings of current 

and emerging retirees in Australia? The second research question (RQ2) is: What 

is the income of Australians aged 65 and over in Australia? The third research 

question (RQ3) is: What is the level of financial stress and risk of poverty at 

retirement for retirees in Australia? Finally, the fourth research question (RQ4) is: 

How is retiree property wealth currently, and potentially, able to contribute to 

retirement income and lifestyle in Australia? The empirical part of this thesis uses 

Australian Bureau of Statistics (ABS) data and data from the Household, Income, 

and Labour Dynamics in Australia (HILDA) Survey. The HILDA survey provides 

information on more than three thousand Australians already aged over 65 years, 

and over 15,000 younger Australians and is population weighted to account for 

gender, location and other individual profiles and differences.  

The subsequent aim of this thesis is to provide evidence of the potential ways 

home equity can be utilised (leveraged or withdrawn) to support wealth 

accumulation and retirement income, particularly for baby boomers. Overall, the 

thesis demonstrates that targeted home equity drawdown products can 

supplement retiree income and relieve financial stress in retirement through 

provision of modest income supplementation for baby boomer retirees. 

This thesis suggests that integrating theory from behavioural economics 

alongside life cycle theory is a better option to help people participate more in 

dissaving in retirement in a way that will be in their interests, including by driving 

development of financial products for dissaving in retirement that are aligned with 

policy levers.  

The findings of this thesis contribute to the literature in a number of ways. First, 

the thesis extends the literature on retirement income policy and home equity 

withdrawal in Australia. Second, the thesis illustrates the current and potential 

role of housing equity in portfolio composition. Third, the thesis proposes a 

framework for a new, securitised home equity withdrawal product to supplement 

retiree income for baby boomers. Finally, the thesis contributes to a case for 

scaled financial advice for retirees for retirement income planning. 
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Research (Melbourne Institute). The findings and views reported in this thesis, 
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1.1 Introduction 

Australia’s ageing population has given rise to concerns about whether in the 

future there will be sufficient people in the workforce, and hence enough of a 

savings and tax base, to support the needs of the population who have retired 

particularly in terms of income, health, aged care, housing and retiree services 

(Freebairn et al. 2010; Bradbury et al. 2012; Wood et al. 2012). Concern over 

expenditure is becoming more apparent as the 5.5 million ‘baby boomers’ (those 

born between 1946 and 1965) start to move into retirement (ABS 2006a).  

The predicted rising expenditure needed by an ageing population implies a re-

thinking of the sources of income for ageing households to accommodate longer 

retirements, complex health issues, and ‘ageing in place’1. Over the last few 

decades, there has been an increasing awareness of the need to self-fund a 

larger proportion of retirement consumption and the implementation of Australia’s 

superannuation guarantee in 1992 was a turning point in contributing to 

retirement incomes (Bradbury 2010a). However, the incidence and risk of poverty 

among older Australians continues to increase (ACOSS 2014).  

Alongside this context of greater self-funding of retirement has been the 

dominance of housing wealth in household asset portfolios (Bosch et al. 1986; 

Hu 2005). Since the 1880s, Australians have had high levels of home ownership 

and baby boomers had, in 2011, an overall home ownership rate of approximately 

78 per cent (ABS 2012b) and an approximate total home equity to the value of 

$1.39 trillion2.  

This already flags the need to focus on a generation-targeted solution for baby 

boomers. In terms of recent policy directions regarding provision for aged care, 

in April 2012 the Australian Government released an aged care reform package3 

                                                           
1 Ageing in place is based on the premise of the aged 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). 
2 Authors’ calculations based on 5.5 million Australians aged 45- 64 (ABS 2012b from Census 2011), with 
56 per cent sharing a household with a spouse (ABS 2012b from Census 2011) resulting in approximately 
3.96 million households, 78 per cent of which (3.0888 million) are owner occupied (ABS 2012a) by the 
conservative 2011 ‘median’ house price of $450,000 (HILDA Wave 11 Median home value of those aged 
45-64) = $1.39 trillion in retiree housing equity. 
3 Commonwealth of Australia, Living Longer, Living Better (2012a) 
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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 mortgages4. However, 

even for those retirees who own their home outright, suitable home equity 

drawdown products are not apparent, even though there is income pressure from 

longer life expectancies and greater individual responsibility for financing health 

and aged care.   

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 

supporting retirement. Notwithstanding this recent work, additional research has 

been suggested as urgently needed, particularly regarding an appropriate 

mechanism for drawing down housing equity in retirement in Australia (Bradbury 

& Gubhaju 2010; Bradbury 2010b; Productive Ageing Centre 2012c). In addition, 

there has been little research on how prepared older Australians are to utilise 

home equity to pay for aged care services, and whether additional policy and 

regulations are needed to support such changes (Bradbury et al. 2012; 

Productive Ageing Centre 2012c). Recent policy reports on ageing and housing 

(PC 2013; PC 2015) skirted around possible reforms such as a tightened assets 

test to bring greater fairness to age pension entitlements between homeowners 

and renters. This thesis suggests that recent policy reports have not gone far 

enough to push the market for home equity release and that there is more scope 

to establish a targeted transition plan toward increased use of home equity for 

supplementing baby boomer retirement income in Australia.  

This thesis examines if, and how, home equity can be utilised to support wealth 

accumulation and retirement income, particularly to relieve financial stress in 

retirement for baby boomers. This thesis provides evidence to improve our 

understanding of the experience of home ownership for different Australian 

                                                           

4 A reverse mortgage is a form of equity release (or lifetime mortgage). It is 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: Senior 
Australians Equity Release Association) 
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households and provides insights into the design of models for utilising housing 

equity to smooth retirement consumption. This research focuses on the 

Australian context, and identifies the key issues that inhibit or support home 

equity decumulation. The following section provides an overview of the Australian 

retiree context and a discussion of current issues that motivate the thesis. 

1.2 Context and motivation 

The focus of this thesis is on the needs of retirees because the ageing of the 

Australian population is one of the most important systemic shifts and policy 

challenges for Australian public policymakers and private industry. There are 

currently around 5.5 million baby boomers (born between 1946 and 1965) in 

Australia (ABS 2006b). From 2004-51, the proportion of the Australian population 

aged 65 and over will double while that for those aged 85 years and over will 

quadruple (ABS 2006b), thereby placing significant pressure on social security, 

health systems, aged care services and retirement investments. 

The following quote encapsulates the urgency of research on how baby boomers 

and stakeholders need to find new ways to support retirement consumption and 

productive, healthy ageing. 

 

Australia is being transformed by population ageing, along with social, 

economic, and policy change. We are at a critical demographic turning 

point because the baby boom cohort—the 5.5 million people born between 

1946 and 1965 - has begun to turn 65 years of age. Individuals, 

governments, and employers are becoming increasingly aware that baby 

boomers’ retirement from the workforce will have a major bearing on 

Australia’s economic and social well-being as well as the future of younger 

generations. However, empirical evidence for informing a productive and 

healthy retirement is lacking in current research and the recent financial 

crisis has called what little we do know into question. 

(Productive Ageing Centre, Australia 2012a) 
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Numerous publications have detailed the ageing of Australia’s population (ABS 

2012a; Johnson et al. 2015; Ong et al. 2013a). However, this thesis links data on 

the ageing population and their income in retirement, with home ownership 

status, age pension policy and the superannuation and housing wealth 

components of Australian retirees.  

In terms of existing retirees, Australia currently has over three million people aged 

over 65 years (ABS 2012a) with 50 per cent receiving the full age pension and 

30 per cent receiving a part pension, collectively accounting for the some 80 per 

cent of all retirees receiving at least some age pension (Rothman 2012). In 2015, 

in terms of the wealth of Australians overall, housing equity remains the primary 

source of wealth at $5.9 trillion (ABS 2015b), compared to just $2 trillion in 

superannuation (APRA 2015). The significance of this asset allocation is 

discussed in detail in each chapter. 

This thesis is motivated by a need for a stronger evidence base regarding the 

potential for housing equity withdrawal to support retirement income. This 

stronger evidence base is particularly needed in the Australian context where 

retiree wealth composition is dominated by housing equity that has been largely 

not converted into income in retirement (ABS 2012a; Productive Ageing Centre 

2012a). A further motivation was the increasingly tight fiscal environment and 

increasing costs of living, compounded by the context of an ageing community, 

more complex health options, and a greater reliance on individual responsibility. 

In addition, the research was motivated by the need for solutions to the sustained 

level of financial stress and risk of poverty for Australians aged over 65, which is 

likely to worsen in an increasingly tighter fiscal environment for government, 

business and community. 

1.2.1 Self-determination and applied solutions for real people  

The motivation for this thesis is inherently about solutions for people, everyday 

Australians approaching retirement, and about a potential paradigm shift or major 

reform in how they may fund that retirement. Consequently, this thesis aims to 

conduct analysis in a way that can feed into applied solutions and draw baby 
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boomers and related stakeholders into the conversation. As such, as Chapter 3 

outlines, the methodology includes modelling of some potential applied solutions, 

in addition to the econometric testing. Some of the applied examples are detailed 

in Chapter 7. The next section provides an overview of the importance of this 

research for a range of stakeholders, and across generations of Australians. An 

outline of the theoretical basis, hypothesis and research questions is also 

provided in the next section. 

1.3 Theoretical basis, hypothesis and research questions 

This section provides an overview of the theoretical focus of this thesis and the 

relationship of the primary targeted theory (life cycle theory of consumption) to 

the hypothesis and research questions. 

1.3.1 Theoretical base 

The theoretical analysis detailed in Chapter 2 suggests two main theories relate 

to the topic of this thesis, including the ‘life cycle theory of consumption’ which 

hypothesises that households will engage in consumption smoothing over the life 

cycle (Modigliani et al. 1954; Hurd 1990; Davies et al. 2000) and Markowitz’s 

‘classic portfolio selection theory’ (1952a, 2005) which suggests that investors 

select assets based on mean and variance of portfolio returns. 

As one of the discerning points of this thesis is a focus on home ownership, 

property in the form of the owner-occupied housing is a central point. Hence, this 

thesis will examine both the life cycle theory of consumption and classic portfolio 

selection theory in the context of baby boomer retiree asset allocation—including 

the primary home.  

The reason for this focus is that the asset allocation of households often ignores 

owner-occupied housing and in practice in Australia housing is not substantially 

decumulated toward the end of the life cycle.  

The literature analysis in Chapter 2 posits that this is because housing wealth 

does not readily fit into the efficient portfolio or typical strategic asset allocation 
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as regarded by Markowitz due to the nature of home purchasing compared to 

other asset classes (Worthington 2009). 

However, the discussion on classic portfolio selection theory in this thesis will be 

secondary to the discussion on the life cycle theory of consumption. 

Another example of when behaviour confounds theory when it comes to retirees 

is the lack of purchase of annuity products when they reach retirement; often 

referred to as the annuity puzzle (Peijnenburg et al. 2016) with several 

behavioural biases having been explored to explain the annuity puzzle (Brown et 

al. 2008). 

The topic of sustainable withdrawal and spending rates in retirement has also 

been the focus of much academic and practitioner research particularly as baby 

boomers start to move into retirement. Three important factors that are generally 

considered in terms of understanding the nature of risk management in retirement 

include spending rates, investment asset allocation, and mortality considerations 

as described in the following quote:  

 

If you spend and consume too much (or underestimate the impact of 

inflation on your long-term needs), or if you invest poorly (taking too much 

risk or too little risk), or if you underestimate your longevity and the time to 

be spent in retirement, then the probability of ruin in retirement increases. 

(Milevsky 2006, p. 185) 

 

What this quote emphasises is that there are unknown random and finite 

variables in any estimation of retirement ruin, such as life span. Consequently, 

rather than analysing present value per se, theoretical analysis regarding 

methodology for determining the longevity of retirement savings is highlighting a 

preference for incorporating analysis of stochastic present value (SPV). SPV 

provides an expression of the probability that a retirement nest egg (or housing 

equity) will be depleted under a fixed consumption rule when the rate of return 

and the horizons are both stochastic. This method is espoused by Milevsky 
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(2006) and has been included as an area for further research, including for testing 

potential retirement income mechanisms. However, the SPV methodology has 

not been used for this thesis, in preference for methods that enable testing of 

applied solutions to the retiree income conundrum regarding housing equity 

drawdown, including reverse mortgage simulation and bootstrap resampling as 

detailed in Chapter 4. 

The theoretical contribution that this thesis makes includes detailing the 

limitations in the current conceptions of life cycle theory, as well as proposing 

new potential alignment of the life cycle theory with behavioural finance theory 

such as Thaler’s et al. (2008) ‘nudge’ theory. The analysis of the life cycle theory 

has considered multiple elements of existing theory and has provided evidence 

to support both theoretical and empirical assumptions about the application of life 

cycle theory. The theoretical contribution of this thesis builds on Modigliani’s et 

al. (1954) thinking about the challenge of uncertainty and its link to precautionary 

saving even in later life, as well as Carroll’s (1997) work on precautionary savings, 

and Deaton’s (2005) summary of the nature of consumption behaviour as it 

relates to income which is contrary to the life cycle hypothesis which suggests a 

more detached relationship between income and consumption. While Carroll 

(1997) found that sufficiently prudent people, with uncertain future incomes, will 

never borrow if there is a possibility that they will not be able to repay their debts, 

this thesis proposes that by including more certainty for people in the later life 

cycle, and increasing their own self-determination and agency through capability-

building, they may make plans that are more consistent with the life cycle theory. 

The anomaly of lack of asset decumulation in retirement has been documented 

in other countries (Ong et al. 2013a) and is again borne out in the analysis in this 

thesis.  

However, the additional contribution of this thesis stems from the fact that the 

anomaly itself provides no coherent alternative to enable us to think differently 

about ‘dissaving’ in retirement. One of the basic, underlying assumptions with life 

cycle theory is that people make rational, consistent, intertemporal plans, and 

that they act as if they are maximising a utility function defined over the life course 
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(Deaton 2005). Rationality is also one of the assumptions that is most challenged 

by behavioural economists (Thaler et al. 2008). This thesis suggests that 

integrating theory from behavioural economics alongside life cycle theory is a 

better option to help people participate more in dissaving in retirement in a way 

that will be in their interests, including by driving development of financial 

products for dissaving in retirement that are aligned with policy levers.  

This thesis suggests that retirees would like to behave more in the way that life 

cycle theory suggests they ought to, but have difficulty in doing so due to the 

emotional and structural barriers with mechanisms available for dissaving, which 

for Australia’s baby boomers means largely decumulating their home equity. 

Based on the literature about what we know matters to Australian retirees when 

it comes decumulating housing equity, this thesis has proposed parameters for a 

model of home equity decumulation to support ‘more choice under uncertainty’ 

for Australian retirees. 

In addition, this thesis suggests that by applying generation-contingent filters to 

life cycle theory and portfolio selection theory, policy solutions for retiree income 

sources may be more evident. This thesis has argued that traditional theories 

may be inappropriate or need to be adapted with behavioural finance theories 

due to the substantial structural inefficiencies and barriers to home equity 

decumulation present in the Australian home market, especially for older citizens 

and retirees.This thesis includes discussion on why the anomaly of Australian 

retirees and lack of later life cycle asset decumulation exists and proposes 

adaptations to the structural barriers that likely lead to the anomaly. In terms of 

the life cycle theory of consumption, this thesis has outlined the inconsistencies 

of the application of life cycle theory for Australian baby boomer retires, but also 

suggests that the theory is informative in seeking a solution to baby boomer 

retirees in terms of presenting a model for households to accumulate and 

decumulate wealth over the life course. As the literature in Chapter 2 shows, 

Australians do not exhaust their wealth at the end of the life cycle, wealth that is 

still predominantly held in the form of housing. Nevertheless, the theory itself 

suggests a solution for baby boomer retirees, in that decumulation of housing 
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wealth is a useful solution toward the end of the life course for smoothing 

consumption, but that currently, major structural barriers among inter-related 

policy and societal conditions do not support decumulation of housing wealth for 

Australian baby boomer retirees. This notion is the focus of the hypothesis as 

outlined in the next section. 

1.3.2 Hypothesis 

This section provides an introductory overview of the hypothesis which will be 

more fully explored in the context of relevant literature in Chapter 2. 

The life cycle theory of consumption will form the main theoretical basis of the 

hypothesis of this thesis which is that: 

The majority of Australia’s baby boomer retirees will be able to modestly 

supplement their retirement incomes, for a minimum term of 25 years, by 

drawing on less than 50 per cent of the equity of their owner-occupied 

property.  

This thesis conjectures that suitable home equity drawdown mechanisms, in 

conjunction with adaptations to the asset test parameters regarding age pension 

eligibility, may present a momentous cash flow solution for baby boomer retirees. 

Keeping the subsequent goals of applied policy solutions and self-determination 

(Commonwealth of Australia 2016b) in mind (as outlined in section 1.2.1), the 

research questions, method and data analysis is structured to inform a coherent 

case for policy solutions for baby boomers and other stakeholders that can readily 

assist development of applied solutions for retiree income supplementation.  
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1.3.3 Research Questions 

This section provides an introductory overview of the research questions which 

will be more fully explored and justified in the context of the literature in Chapter 

2. 

Following the above motivation, context, theoretical basis and hypothesis, the 

primary research question (PRQ) of this thesis is: 

PRQ: Could the housing equity of Australia’s baby boomers supplement 

their retirement income? 

Four research questions (RQ) are posed to address the PRQ, including: 

RQ1 What is the financial position and wealth holdings of current and 

emerging retirees in Australia?  

RQ2 What is the income of Australians aged 65 and over in Australia?  

RQ3 What is the level of financial stress and risk of poverty at retirement 

for retirees in Australia?  

RQ4 How is retiree property wealth currently, and potentially, able to 

contribute to retirement income and lifestyle in Australia? 

The aim of RQ1 and RQ2 is to compile an overview of overall net wealth and 

income at retirement, including a comparison of retiree household portfolios 

between homeowners and non-homeowners, and singles and couples. This 

overview is important in determining whether having a property has (to date) had 

an impact on wealth, income and outstanding debt at retirement. In addition, the 

wealth holdings of different generations of Australians will be examined to inform 

targeted applied solutions, including for baby boomers. The aim of RQ3 is to 

provide an indication of the reported (and modelled) financial stress of retirees. 

In addition to self-reported financial stress, the Henderson Poverty Lines 

(Melbourne Institute of Applied Economic and Social Research 2015) will be used 

to determine the proportion of retiree households at risk of income poverty. This 

analysis is helpful in informing subsequent policy changes that might enhance 

wellbeing in times of financial crisis, such as making the retirement process more 
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flexible, and by supporting annuitisation of retirement assets (Chai et al. 2011). 

In addition, analysis in RQ3 will seek to gain insight into different experiences of 

financial engagement and financial capability, which may inform strategies for 

increasing self-determination when implementing applied policy solutions.  

For RQ4, reverse mortgage modelling and bootstrap modelling will be done, 

using data from RQs 1 to 3 to help provide insight into how workable the 

drawdown of housing equity is if utilised to supplement retirement income. These 

models will test the viability5 of different parameters for home equity drawdown 

products that could enable medium- to long- term ‘modest’6 income 

supplementation for baby boomer retirees. A tailored ‘reverse mortgage’ 

simulator is then used to model data from HILDA to determine loan-to-value ratios 

(LVRs) for parameters outlined in Chapter 4 for a term of 25 years. These LVRs 

will then be resampled 10,000 times through bootstrap modelling to determine 

the upper and lower 95 per cent confidence intervals for the sample mean and 

median. That confidence interval data will then be used to test the hypothesis. 

The results of RQs 1 to 4 will inform a response to the primary research question: 

Could the housing equity of Australia’s baby boomers supplement their retirement 

income? 

The empirical research in the thesis employs data from the ABS (Australian 

Bureau of Statistics) and the Household, Income, and Labour Dynamics in 

Australia (HILDA) Survey as the main source of information on individual and 

household dynamics. More detail on HILDA and the methodology used for each 

research question is provided in Chapter 3.  

Overall, the response to these research questions will provide an assessment of 

the current use of home equity for retiree income supplementation, but will also 

inform discussion on the potential impact of property ownership post-retirement 

                                                           

5 Practicability, workability 

6 Confined to meeting basic standard of living rather than excessive spending 
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– identifying where capacity exists to support retirement income needs using 

housing equity, for different households. 

The next section provides a brief overview of the key findings based on the 

research questions posed in this thesis.  

1.4 Overview of key findings 

This thesis initially examined the financial position, income and risk of poverty of 

Australian retirees, to provide an overview of overall net wealth at retirement, 

including a comparison between homeowners and non-homeowners. The 

analysis in this thesis has established that not only is there evidence that retirees 

hold substantial assets in housing, but that over 30 per cent of retirees are at risk 

of income poverty. This thesis finds that both homeowners and non-homeowners 

could have an improvement in lifestyle if some home equity of homeowner 

retirees was withdrawn to supplement their retirement income. 

The significance of housing wealth for baby boomers in retirement, compared to 

other generations, was one of the differentiating findings that extends the 

literature in this research area, as well as the different prospects for baby boomer 

homeowners compared to non-homeowners. 

This thesis has detailed evidence that retirees have not utilised current home 

equity withdrawal products to the extent expected by a pure interpretation of 

Markowitz’s life cycle theory, which may be due to the current product parameters 

not being sufficiently suited to the needs and expectations of retirees. A key 

finding is that differentiating the baby boomer retirement income dilemma from 

other generations enables better formulation of a time-limited retirement income 

solution, and enables other generations to ‘stay the course’ in terms of 

superannuation.  

Additionally, this thesis finds that new product offerings may see more take up by 

Australian baby boomer retirees (as well as better fit their needs and risk profiles) 

if they were government-backed. Further, this thesis has found that the other 

preferences of retirees for home equity release could be better met with products 
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that have competitive interest rates and integrated support. A potential product, 

Home Equity Accounts, has been outlined and modelled in Chapter 7. 

In terms of the greatest need for a policy solution, this thesis finds that of current 

retirees, urgent policy solutions are needed for the 18 per cent of couple 

households aged over 65 and the 28 per cent of single households aged over 65 

(ABS 2012b), who are not homeowners, who have significantly lower net worth.  

The findings of this thesis highlights that retirement cohorts are not homogeneous 

and key subsets within each cohort need to be distinguished. Consequently, 

retirement income solutions need to apply across the spectrum of retirees. This 

finding is significantly different to the general discourse on the literature and policy 

documents regarding retiree income in Australia which has tended to focus 

mainly on age pension income savings rather than a focus on lifting living 

standards of retirees across the board. 

To address income poverty for baby boomers, this thesis reiterates that a new 

pillar—housing equity—is needed alongside the existing three pillar system of 

retirement income incorporating the age pension, superannuation and other 

savings. However, for the most part, current home equity withdrawal products 

such as reverse mortgages are not the best in terms of efficiency and matching 

to retiree risk profiles (PC 2015). Instead, the proposed HEA product could be a 

solution, and will depart from existing products by being government-backed, 

securitised, and by incorporating financial planning services.  

Importantly, the positive impact of expanding the retiree income supplementation 

mix will potentially have positive flow on effects for non-homeowner retirees by 

taking some pressure of age pension resources. 

This section has provided a broad summary of the key findings of this thesis, the 

significance of which is highlighted next. 
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1.5 Significance and Impact 

This research has important implications for social policies and financial products 

designed to increase the income options for retirees, as well as providing a better 

understanding of the experience of home ownership for different groups of 

Australians. The discussion of context has a breadth and depth that covers not 

only fiscal wealth, but important social and community issues of an ageing 

population in a globalised economic and social context. The theory chapter 

critiques existing theory on fiscal wealth in a life cycle context and modern 

portfolio theory and makes important recommendations for the extension of 

theory to better accommodate the changing social context of retirement, longer 

life expectancies and housing as a major portfolio component for Australia’s baby 

boomer generation including integrating behavioural finance theories. The 

literature review has drawn together Australian and international research into a 

coherent and compelling case for new product development in the area of 

retirement income drawn from housing equity.  

The data analysis in Chapters 4 to 7 provides an up-to-date baseline on the 

financial worth of Australian retirees, levels of financial stress for Australian 

retirees and evidence of the limited use of housing equity to support retirement 

consumption. The findings and discussion chapter forges new thinking on 

products to suit the housing equity withdrawal needs of Australian retirees 

including, for the first time, an outline of the potential scope and mechanics of 

new financial instruments labelled ‘retiree housing bonds’ (Chapter 6) and  ‘home 

equity accounts’ (Chapter 7). 

This thesis shows that targeted home equity drawdown products, could relieve 

financial stress in retirement through provision of income, particularly for baby 

boomer retirees. Overall, the thesis: (1) extends the literature on retirement 

income policy and home equity withdrawal in Australia; (2) illustrates the current 

and potential role of housing equity in portfolio composition; (3) proposes a 

framework for a new, securitised home equity withdrawal product to supplement 

retiree income for baby boomers; and; (4) contributes to a case for scaled 

financial advice for retirees for retirement income planning. 
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This section has provided a summary of the significance and potential social, 

economic and policy impact of the thesis findings. The next section provides an 

overview of each chapter of this thesis, including detail on the inclusion of three 

journal articles produced during the PhD candidature.  

1.6 Thesis outline 

This thesis includes many of the ‘traditional’ chapters of a doctoral thesis; 

however, it has been developed as a series of published and unpublished papers, 

a relatively recent proposed format for PhD candidates at Griffith University to 

encourage publication throughout the thesis development, but not as a ‘thesis by 

publication’. Consequently, three pre-publication versions of journal articles are 

included as chapters in addition to the ‘traditional’ thesis chapters.  

The thesis is organised as follows. Following this introductory chapter (Chapter 

1), Chapter 2 includes a review of international academic and policy literature 

providing an overview of the context of home ownership, housing affordability, 

home equity decumulation; demographic change and empirical literature with a 

view to highlighting the policy significance of this study. The literature review also 

outlines the theoretical framework underpinning the research into the role of 

housing equity in an ageing population, including discussing the gaps in existing 

theory that do not sufficiently explain observable behaviour in the housing equity 

decumulation story. The literature review informs all subsequent chapters 

(including chapters that are pre-published journal articles) in terms of shaping the 

theoretical focus, development of hypothesis, research questions and data 

selection, through to the context of applied solutions for retiree income 

supplementation.  

Chapter 3 is comprised of a pre-publication version of a journal article entitled 

“Put it on the House: the promising, largely untapped potential for Australian 

home equity in retirement”’ which was published in JASSA: The Finsia Journal of 

Applied Finance, in 2014. This chapter/article presents a brief summary of the 

main insights of the literature review in terms of their relationship to Australian 

retirees. This chapter also extends the literature to challenge existing retirement 
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income options in Australia and argues the case for more analysis of home equity 

decumulation products.  

The conclusions reached in Chapters 2 and 3 then inform Chapter 4, the research 

methodology chapter. Chapter 4 has been written as a short standalone chapter 

to provide clarity on how each research question is addressed.  

This is followed by Chapter 5, a chapter that presents the empirical results for 

RQs 1 to 4. The results of RQs 1 to 3 will provide a clear baseline on wealth 

components, income and financial stress of Australian retirees. Selected data is 

then be used for modelling for RQ4 and the results detailed in Chapter 5 builds a 

profile of the asset and debt portfolios of older Australians, as well as income 

profiles of Australian retirees across different generations and by homeowner and 

non-homeowner status. Building on this data is an analysis of the consumption 

behaviour of Australian retirees and their current withdrawal of housing equity in 

retirement. That data in this chapter largely contributes to answering the empirical 

component of the RQs 1 to 4. 

The results of RQs 1 to 3 are then further discussed in Chapter 6 which comprises 

a pre-publication version of a journal article entitled: ‘The Potential Role of 

Housing Equity in a Looming Baby Boomer Retirement Cash-flow Crisis: An 

Australian Perspective’, which has been published in the journal Housing, Theory 

and Society in 2015. This chapter/article provides a critical analysis of the 

descriptive data of RQs 1 to 3 as outlined in Chapter 5 and links that data to 

earlier insights from the literature review of Chapter 2. The article concludes with 

the suggestion of new financial products for home equity decumulation in 

retirement, to supplement retiree income.  

Chapter 7 takes up that challenge of shaping new home equity decumulation 

solutions posed by Chapter 6. This chapter discusses results for RQ4, in the 

context of all previous chapters. This chapter comprises a pre-publication version 

of a journal article entitled: ‘Averting poverty and government budgetary pressure 

through releasing home equity: a safe and informed solution for baby boomer 

homeowners’, which was published in the Financial Planning Research Journal 

in 2016. This chapter/article builds on the literature, data and analysis in Chapters 
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2 to 6 to present a case for new product development for home equity 

decumulation for baby boomer retirees in Australia. Specifically, this chapter 

suggests a generation-targeted solution for supplementing baby boomer retiree 

income – Home Equity Accounts (HEA). Home equity decumulation scenarios 

are simulated within selected parameters to demonstrate the viability of HEAs, 

alongside discussion of related reform to age pension policy in Australia.  

Chapter 8, the discussion chapter, considers the findings of each research 

question and ultimately, responds to the primary research question: Could the 

housing equity of Australia’s baby boomers supplement their retirement income? 

In keeping with the ‘applied solution’ focus of the thesis, this chapter also 

discusses some of the related structural and policy impediments to the viability of 

home equity withdrawal mechanisms aimed at supplementing baby boomer 

retirement income. This chapter discusses the limitations of existing housing 

equity withdrawal products and potential new approaches to leveraging more 

retirement income from existing income sources as well as housing equity. In 

addition, Chapter 8 discusses the robustness of options involving housing equity 

decumulation, if levels of homeowner wealth are not maintained. This chapter 

also includes discussion on the risk profile of older Australians, including the risk 

associated with the dominant role played by housing in asset and debt portfolios. 

Chapter 8 finishes with how effectively the research has filled gaps in research, 

and suggested new insights and theoretical implications related to the role of 

home ownership in wealth accumulation and supporting retirement consumption, 

including reflections on the effectiveness of the methods used in this thesis.  

Finally, the concluding chapter, Chapter 9, provides an overview of the whole 

thesis, its major implications and contributions, as well as the limitations and 

areas for further research. This chapter is followed by a reference list covering 

references from all chapters of this thesis. 

Following on from this outline of the structure of the thesis, the following section 

provides a summary of this introductory chapter. 
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1.7 Summary 

This introductory chapter has provided an overview of the structure and scope of 

this thesis including the social and economic context and motivation, the 

theoretical base, hypothesis and research questions. An overview of key findings 

is provided followed by a discussion on the significance and impact of those 

findings.  

The next chapter provides an extensive review of literature on the context of 

home ownership, housing affordability, home equity decumulation and 

demographic changes, with a view to further highlighting the policy significance 

of this study.  
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Chapter 2: Literature Review 
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2.1 Introduction 

This chapter encompasses an extensive, up-to-date review of literature regarding 

a wide range of subjects related to sustainable retirement income. Beginning with 

a review of international and domestic literature on the demographic challenges 

presented by ageing population profiles, followed by the related literature on the 

resultant fiscal impact of an ageing population moving into retirement. Then this 

chapter details the unique wealth components of Australian households, 

including the historical dominance of owner-occupied housing. This is followed 

by an international comparison of home ownership to Australia’s record which 

suggests opportune gaps in literature, as well as appropriate areas of focus, to 

inform the research questions of this thesis.   

A detailed critical review of literature on selected theories that underpin 

discussion of housing in terms of wealth accumulation and decumulation to 

support income is then provided. This critique highlights the significance of the 

‘life cycle theory of consumption’ as the main theoretical base of the hypothesis 

of this thesis. In addition, this review incorporates a brief summary of the 

heuristics that may come into play regarding home ownership and housing equity 

decumulation and the link is made to literature regarding the need to utilise 

housing equity to fund the needs of older Australians. 

Literature on the main structural drivers of housing policy and reform is then 

reviewed including a broad examination of regulation, taxation, public pension 

systems, and market development. The review of structural drivers demonstrates 

domestic and international differences and show that these structural differences 

also present perturbations to the application of life cycle theory on the topic of 

home equity withdrawal in retirement.  

An analysis of literature regarding the impact housing equity has on overall fiscal 

wealth in retirement is then provided, followed by a review of literature regarding 

the potential of enhanced financial capability on positively impacting on wealth 

accumulation and financial wellbeing in retirement. The analysis on financial 
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capability could inform policy solutions for operationalising changes to retirement 

income planning for current and future retirees.  . 

2.2 Challenges of ageing population profiles in Australia and 

globally 

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. 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) (ABS 2013b). In addition, the population 

aged 85 years and over will more than quadruple from 0.3 million in 2007 to 1.73 

million in 2056 (ABS 2006b).  

Population ageing holds great promise for Australia in terms of the community 

and economic benefit of longevity (Karpf 2014). However, innovation is needed 

in retirement income policy to keep Australia ‘future-proofed’ (McCauley-Smith et 

al. 2014) in terms of minimising the effects of shocks and stresses of future events 

fiscal flow on effects of increasingly tight constraints on taxation revenue. 

Australia currently has over three million people aged over 65 years (ABS 2012a) 

with 50 per cent receiving the full age pension and 30 per cent receiving a part 

pension (Rothman 2012). For over 65’s, aggregate data on wealth, for example 

that Australians have over $2 trillion in superannuation (APRA 2015) masks 

differences in the form of the wealth by generation. The significance of different 

asset classes, such as housing wealth for baby boomers becomes more apparent 

on closer investigation (Johnson et al. 2016).   

In the US, retirees are also unlikely to discontinue home ownership, particularly 

in the absence of a precipitating shock. Even when American retirees do sell their 

house, they tend to buy again and even increase rather than reduce their home 

equity (Venti et al. 2004). Housing is not seen as a source for retirement 

consumption; and increases unsystematic risk for household portfolios (Meyer et 

al. 1996). However as long as there is some diversity in asset allocation such as 
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through 401K plans, Americans often think of housing as a reserve or buffer that 

can be used in catastrophic circumstances that result in a change in household 

structure (Venti et al. 2004).  

Megbolugbe’s et al. (1997) study took a different angle by examining how 

American retirees might ‘augment’ rather than liquidate their housing assets and 

found that ‘poor health’ was a key driver for Americans trading down their housing 

assets. In addition, the economic wellbeing of children affects American retirees’ 

decision to change housing assets and tenure type. The retiree’s personal 

liquidity constraints did not, however, factor as a reason to trade down housing 

assets. 

Decumulating housing assets is further complicated by the dual nature of 

housing, being an asset and a consumption good; that is, households must live 

somewhere, so they have an implicit liability for housing services that is not 

recorded on any balance sheet (Sinai et al. 2007). 

However, researchers such as Munnell et al. (2007), had been warning that 

American retirees’ reluctance to drawdown home equity to fund retirement 

consumption was a luxury that the baby boomer generation could not afford to 

maintain. Interestingly, that study found that retirees who retired with mortgages 

expressed a higher likelihood to draw on housing equity in retirement, suggesting 

these retirees might be more comfortable with financial instruments and less 

attached to their home equity than those who had paid off their houses before 

retirement. 

To understand the characteristics of the current ageing population in Australia, 

and unique cohort effects, it is important to set the context of generational fertility 

/ birth rates. There were two extended periods of decline in fertility rates, once 

during the economic depression era in the early 1930s when the fertility rate fell 

from 4.0 babies per woman (in 1907–34) to 2.1 babies. Following the economic 

depression, fertility rates began to rise again and continued to do so throughout 

World War II, reaching a new peak of 3.5 babies per woman at the beginning of 

the 1960s. The babies in this post-war peak were named “baby boomers” (ABS 

2012b). 
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There is no universal definition of generations; however, the ABS has defined the 

generations as ‘baby boomer’, those born between 1946-1965, and ‘Gen X’ and 

‘Gen Y’ (sometimes known as the millennials) as those born between1966-1986. 

In 2006, the size of the baby boomer cohort in Australia was 5.47 million and of 

Gen X and Y was 5.49 million (ABS 2006a). 

In the 1960s, 70s and 80s, fertility rates declined in Australia in response to 

changing attitudes about optimum family size, pressure on household finances, 

increased female labour force participation and the availability of family planning 

methods such as contraception and termination. By 2001, the fertility rate was 

1.73 babies per woman and in 2010, was 1.89 babies per woman (ABS 2012b). 

While birth rates were declining, life expectancy had increased by more than 20 

years since the beginning of the 20th century. From 1900 to 1910, the average 

life expectancy at birth was about 55.2 years for males and 58.8 years for 

females. By 2007–09, this has risen to around 79.3 years for males, and 83.4 

years for females although with a stark gap in life expectancy for Indigenous 

Australians, which was 69.1 for males and 73.7 for females in 2010-12 (ABS 

2013a, 2015). A man (woman) aged 65 years old at the beginning of the 20th 

century could have only expected to live for another 11.3 (12.9) years, whereas 

a 65-year-old man (woman) in 2009 can expect to live for another 18.7 (21.8) 

years (ABS 2011). 

Improvements in life expectancy have been largely due to general improvements 

in living conditions, including improvements in food and water quality, sewerage 

systems and health education, medical technology, infection controls and public 

awareness of the importance of preventative measures (ABS 2011).  

Australia’s history of international migration has also affected the age structure of 

the population. While migration trends have been relatively stable, there have 

been periods of volatility, with a recent age profile that is older than the existing 

average in Australia. For example in 2010, the median age of overseas-born 

Australian residents was 44.7 years old, whereas the Australian-born median was 

33.4 years. This can be partly explained by the large numbers of migrants who 

entered Australia under post-Second World War assisted passage programs; 
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these migrants have of course aged along with others in the baby boomer 

generation and now make up a significant segment of Australia’s ageing 

population (ABS 2011; Hugo 2003).  

The ageing of the baby boomer population will influence every facet of Australian 

public policy as baby boomers increasingly dominate policy and budgetary needs 

and demands. Population ageing is already beginning to pose significant policy 

challenges for governments in Australia and other developed countries (Hugo 

2003). 

Australia’s ageing population profile will place significant pressure on Australia’s 

social security, health care, aged care, and retirement investment systems, areas 

that have been regarded as under-researched and in urgent need of policy 

intervention (Bradbury 2010a; Productive Ageing Centre 2012a; NCA 2014a, 

2014b, PC 2015). 

Several studies, including Freebairn et al. (2010), Bradbury (2010a, 2010b), and 

Wood et al. (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. In its 2010 

intergenerational report, the Australian government forecasts that spending on 

what it calls ‘demographically sensitive’ areas will climb from 22.4 per cent of 

GDP in 2015–16 to 27.1 per cent of GDP by 2049–50, unless measures are 

implemented to curb the growth in spending in these areas. The result will be a 

budget deficit amounting to 2.75 per cent of GDP in 40 years’ time 

(Commonwealth of Australia 2010).  

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 

O’Mahony et al. 2013; Sierminska et al. 2012; OECD 2011; Toussaint et al. 2009; 

Greenspan et al. 2007). 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 
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financial products that allow housing equity use (Dilnot et al. 2011; Coile et al. 

2011; Haffner 2008). 

The next section reviews literature regarding this increased personal 

responsibility for fiscal wellbeing in the context of retirement. 

2.2.1 Changing nature of retirement and fiscal responsibility 

This emphasis on personal responsibility for fiscal wellbeing in retirement has 

been growing in Australia, and was the subject of a federal policy report in April 

2012, titled ‘Living Longer. Living Better.’ (Commonwealth of Australia 2012a) 

which emphasised a move to more aged care services ‘in home’ for older 

Australians, and briefly mentions policy changes that may lead to more people 

considering options such as reverse mortgages to raise a lump sum bond for an 

aged care place, or periodic payments, rather than selling their home and banking 

the proceeds.  

Along with these rapid policy changes, globally, the deficit model of ageing is 

changing. That is, rather than seeing retirement as a period of decline, it is 

increasingly being seen as a period of growth, creativity and wisdom and the way 

retirees are living their lives is changing rapidly (Karpf 2014). Financial products 

need to continue to support changing lifestyle expectations in retirement.  

A first important step in analysing the viability of policy reforms toward ageing in 

place, is to look at the fiscal wealth portfolios of Australians and current home 

ownership environment in Australia, which is the subject of the next section. 
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2.3 Australian wealth portfolios 

2.3.1 Home ownership and housing wealth in Australian portfolios  

Australia has long been a society of homeowners7, with more than half of all 

households becoming homeowners by the late 1880s, a rate not attained by most 

other developed societies until after the Second World War (Beer et al. 2009). 

Since the 1950s, a range of housing and non-housing policies have encouraged 

home ownership for a broad range of households (Berry 1999). These have 

included exemption from capital gains tax, discounted/controlled interest rates for 

home mortgages, cash grants for first home buyers, provision of low-interest 

home loans directly by governments and via intermediary organisations such as 

state banks, sales of public housing to sitting tenants, mortgage deductibility (for 

a short period only), development of ‘affordable’ home ownership lots by state 

land developers, and planning policies which promoted detached housing, the 

house type desired by purchasers (Bradbury 2010b). In setting the context for 

home ownership in Australia, however, there is large regional variation with no 

perfectly ‘typical’ city, town, or region - areas perform both specialised and 

diverse roles - some growing and others in decline (Stimson 2011). Regional 

variation will be an area of further research but is noted in the context of this 

thesis contribution. 

In terms of different age cohorts and home ownership rates, the baby boomer 

generation has followed the previous generation, with high levels of home 

ownership. Baby boomers had, in 2011, an overall home ownership rate of 

approximately 78 per cent (ABS 2012b) and an approximate total home equity to 

the value of $1.39 trillion8 compared to only $540 billion9 for existing retirees 

                                                           

7 Homeownership throughout this paper includes both people who own their home outright and those who are still paying 

off mortgages. 
8 Authors’ calculations based on 5.5 million Australians aged 45- 64 (ABS 2012b from Census 2011), with 
56 per cent sharing a household with a spouse (ABS 2012b from Census 2011) resulting in approximately 
3.96 million households, 78 per cent of which (3.0888 million) are owner occupied (ABS 2012a) by the 
conservative 2011 ‘median’ house price of $450,000 (HILDA Wave 11 Median home value of those aged 
45-64) = $1.39 trillion in retiree housing equity. 
9 Authors’ calculations based on 3.1 million Australians aged over 65 (ABS 2012b from Census 2011), with 
56 per cent sharing a household with a spouse (ABS 2012b from Census 2011) resulting in approximately 
2.2 million households, 83 per cent of which (1.8 million) are owner occupied (ABS 2013d) by the 
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(those aged over 65) in 2011. As baby boomers have started to turn 65 (from 

2011), retiree home equity has grown to over $830 billion10 in 2014 for retirees. 

Each year that baby boomers reach retirement age, housing equity in retirement 

will grow markedly. Looking ahead to 2031, when all baby boomers will be over 

age 65, the projected value of home equity is $2.48 trillion11 for baby boomers.  

In comparison, Gen X and Y (including those aged under 35 who were heads of 

households) had a home ownership rate of 53 per cent (ABS 2012b) in 2010, a 

drop in the proportion of home ownership at that age of approximately 13 per cent 

compared to the previous generation (Ong et al. 2013a) Gen X and Gen Y have 

a total approximate home value of $600 billion12, albeit with the majority still 

mortgaged. 

Consequently, this thesis is focussed on the role that home equity can play in 

income supplementation for the cohort of baby boomers moving into retirement 

over the next 20 years due to the dominance of home equity in baby boomer 

wealth components which will be detailed further in Chapter 7.  

However, as established earlier in this literature review, Australia is not alone in 

facing the fiscal challenges of ageing population profiles and comparison with 

international reforms in the area of retirement income may be useful, and is the 

subject of the next section. 

  

                                                           
conservative median house price of $300,000 (HILDA Wave 11 Median home value of those aged 65+) = 
$540 billion in retiree housing equity. 
10 Authors’ calculations based on 3.44 million Australians aged over 65 in 2014 (ABS 2012b from Census 
2011), with 56 per cent sharing a household with a spouse (ABS 2012b from Census 2011) resulting in 
approximately 2.66 million households, 78 per cent of which (2.08 million) are owner occupied (ABS 2012a) 
by the conservative median house price of $400,000 (HILDA Wave 11 all those aged 62+ who would then 
be 65+ in 2014) = $832 billion in retiree housing equity. 
11Conservative estimate only. Author’s own calculations of $1.39 trillion (2011 baby boomer home equity 
estimate) indexed at a rate of 2.5% to account for 5% home value increase and 2.5% inflation = $2.28 trillion 
plus 0.6 million new migrants with home equity $210 billion = $2.48 trillion. 
12Conservative estimate only. Author’s own calculations based on 49% of Gen X and Gen Y living with a 
spouse (ABS 2012b) (49% of 5.49 million = 2.7 milllion) by 53% homeownership (ABS 2012b) = approx. 1.5 
million households  by the median home value for ages 25-45 of $400,000 (HILDA, Wave 11, 2011) = $600 
billion housing value. 
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2.3.2 International comparisons of home ownership and home equity use in 

retirement 

Australia stands among comparable economies in having a relatively high level 

of home ownership among retirees. Consequently, over the long-term, high levels 

of home ownership translates into a relatively high level of average housing 

wealth in older ages (Bradbury 2010b). In many countries, home ownership rates 

and housing wealth fall significantly after retirement age and household incomes 

fall after about 50 years of age (Chiuri et al. 2006). However, much of this decline 

could be cohort-specific and that with changing workforce and social norms that 

in future years countries such as the UK and Italy will probably also have relatively 

high home ownership rates among their elderly (Chiuri et al. 2006). The fall in 

retirement income in Australia could be particularly steep because of the 

propensity of Australian retirees to stay in their homes and because of the 

immaturity of Australia’s superannuation system for current retirees who have not 

otherwise planned alternative retirement income strategies (Bradbury 2010b).  

Internationally there are many different approaches to funding retirement such as 

through public pensions, private pensions, home equity and other retirement 

income schemes. In terms of the use of home equity for retirement income, a 

selective international survey focused on home equity withdrawal mechanisms 

that are available in Australia, UK, United States (US), Netherlands, Finland and 

Germany to compare developments in home equity withdrawal. The study 

evaluated the extent to which the institutional environment in Australia supports 

or discourages the use of home equity withdrawal by older Australians as 

opposed to countries with different institutional settings and found that countries 

with more developed mortgage markets were better able to offer home equity 

withdrawal products (Ong et al. 2013a). The review also highlighted that 

Australia’s public pension replacement rate (which estimates the level of public 

pensions in retirement relative to earnings when working) is the lowest among 

the six countries reviewed.  

While Australia is able to draw on international examples of home equity 

withdrawal in retirement and other retirement income mechanisms, this review 
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has highlighted that ultimately, each country has had to design a scheme that is 

best suited to their own social, demographic and economic needs. The context 

of population ageing, changing retirement needs, the increased emphasis on 

individual responsibility for financial wellbeing in retirement coupled with 

Australia’s high levels of retiree home equity has informed the research questions 

of this thesis. The literature in this section has emphasised the need to explore 

the financial position of Australian retirees in terms of wealth components and 

income (as sought in RQ1 and RQ2). 

When searching for solutions to fiscal challenges of ageing population profiles, 

however, the theories that relate to housing as part of wealth portfolio and a 

source of income in retirement are also a useful framework for investigation and 

are the subject of the next section. 

2.4 Theoretical context of housing as a component of a portfolio 

over the life cycle 

This section provides an overview of selected theories that underpin discussion 

of housing in terms of wealth accumulation and decumulation, including the life 

cycle theory of consumption; class portfolio selection theory; permanent income 

theory and literature on theoretical changes related to retirement income. The 

literature reviewed in this section initially covers a theoretical framework that 

spans the complex role of housing as encompassing a direct investor private 

financial asset through to a more flexible, and even securitised, financial 

instrument. This overview of theory takes into account housing’s function for 

individuals, families and communities, as well as the emotive elements of 

decumulation of housing equity. However, in terms of setting the theoretical base 

for this thesis’s hypothesis, an argument is presented to focus on the ‘life cycle 

theory of consumption’. Nonetheless, possible theoretical contributions to each 

theory detailed in this section are also outlined.  

In addition, this section incorporates a brief summary of relevant behavioural 

heuristics related to decision-making regarding personal finances. The heuristics 

discussion is coupled with a discussion on literature regarding changing work and 
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non-work life cycles that has impacted on perceptions of ‘retirement’, as well as 

social changes and the changing support and income needs of retirees. To 

conclude this section, the link is made to the new potential need to utilise housing 

equity to fund the needs of older Australians in the later phase of the life cycle. 

The next section reviews literature on the life cycle theory of consumption. 

2.4.1 The life cycle theory of consumption 

The ‘life cycle theory of consumption’ hypothesises that households will engage 

in consumption smoothing over the life cycle (Modigliani et al. 1954; Hurd 1990; 

Davies et al. 2000). Put simply, that households will engage in wealth 

accumulation during the earlier part of their life course when income exceeds 

consumption, and draw down their wealth when income falls below levels 

required to fulfil consumption needs in later life. An enormous amount of social 

change has taken place since the life cycle theory of consumption was originally 

developed. This section will examine some of the implications for theoretical 

application in a modern life cycle including its limitations.   

In the context of portfolio selection to meet consumption needs, life cycle theory 

proposes that household wealth acts as a buffer between consumption and 

income. Life cycle theory suggests that an individual will exhaust all of his or her 

wealth by the end of the life cycle (Ong 2010; Ong et al. 2013a). In extension, the 

theory predicts that homeowners would cash in their housing equity to fund 

consumption in later life. In a life cycle model where no uncertainty or moving 

costs exist, a rational homeowner will progressively engage in decumulation of 

wealth after passing the peak of life cycle earnings until s/he possesses zero 

wealth (including housing equity) upon death (Skinner 1996).  

A discussion of life cycle theory can also be viewed from the perspective of 

connection across generations, rather than looking at one person’s life cycle as 

posited by Barro (1974) who proposed an overlapping generations model rather 

than that finite lives. From this perspective, generations are connected by a chain 

of operative intergenerational transfers (either in the direction from old to young 

or in the direction from young to old) Barro (1974). Interestingly, Modigliani had 
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little interest in the idea of a representative agent in the life cycle theory and, for 

example, rejected Barro’s (1974) ‘Ricardian equivalence hypothesis’ in which 

families are assumed to live forever and take a more dynastic utility approach to 

their plans rather than just their own life course (Deaton 2005). 

The life cycle theory is readily applicable to building a case for decumulating 

housing equity in retirement. However, the interpretation of the life cycle theory 

of consumption may need updating to account for the social and demographic 

changes that have taken place since its development. Examples of major 

changes relevant to the interpretation of life cycle theory include: longer life 

expectancies; changing retirement lifestyles and changing family roles. In 

addition, interpretation of the life cycle theory needs to account for the 

significance of the primary ‘home’ as a non-fiscal asset as well as a fiscal asset 

when predicting behaviour regarding decumulation of housing equity over the life 

cycle.  

The life cycle hypothesis of consumption is also complicated by such factors as 

capital market imperfections, uncertainties regarding life expectancies and 

bequest motives (Haffner 2008). For example, if moving costs are high or 

financial markets do not offer products that facilitate housing equity decumulation, 

these market imperfections will impact the utility of housing wealth (Skinner 

1996).  

Uncertainty has been a topic of debate in life cycle theory with Modigliani (1998) 

asserting that uncertainty about the date of death may limit the extent to which 

retirees are willing to run down their assets. Deaton (2005) also highlights that 

many investigations found that retirees do not dispose of their assets in the way 

the life cycle theory presents and that uncertainty about the date of death may 

limit the extent to which retirees draw on assets, which is further compromised 

by the lack of take up of annuities. 

When life cycle theory was developed (in the 1950s) the roles of various 

household members differed significantly to that of modern Australian 

households, as well as those of other developed, ‘Western’, economies. Perhaps 

most importantly, women moved into the workforce in significant numbers with 
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women’s employment increasing from 36 per cent in 1978 to 46 per cent in 2013 

in Australia and women in older age groups are now more likely to remain in the 

workforce than in previous decades. For example, the participation rate of 

females aged 45-54 years in 2013 was 70 per cent, up from 45 per cent in 1983. 

The cohort of women aged 45-54 years in 2013 (born between about 1959 and 

1968) had a very similar participation rate to those aged 15-24 years in 1983 

(Roberts 2013). 

Women’s inclusion in the paid workforce in turn increased household income and 

wealth, as well as national economic growth. Attitudes were very slowly starting 

to change regarding the unpaid household roles that had been undertaken 

predominantly by women, such as housekeeping, child care and elder care, as 

well as the myriad of domestic, unpaid functions for immediate and extended 

family (Kohen 1981, Guven et al 2010).  

The changing role of caring for ageing relatives is of particular significance to this 

thesis. Even with the best of intentions, it was no longer possible for women or 

men to devote as much time to aged care when they are also working longer 

hours. The option of stopping or reducing work has also become less of an option 

in households where two incomes are needed to pay for large mortgages. 

Additionally, ageing relatives were increasingly reporting that they did not want to 

burden their children who were working and raising children (Guven et al. 2010).  

Australians also have a strong history of leaving the family home to their estate. 

However, this bequest motive was much stronger when there was less pressure 

on age pension systems, also when extended family was available to assist with 

aged care, and when life expectancy was shorter (Hancock et al. 2002). 

Additionally, bequest motives seldom constitute the most important reason 

driving savings behaviour, wealth accumulation or divestment decisions for 

retirees (Hamnett 1999).  

Furthermore, transfers to children are more likely to occur before retirement 

rather than after death, for children’s education expenses, or for their first 

transition into home ownership, (Wood et al. 2010a). A growing focus is on 

maintaining financial independence in retirement rather than having a sizable 
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inheritance to leave. A recent study found that a third of men and almost half of 

women report having some concern that they might become a burden to their 

families as they age, with concerns higher among those on low incomes (Bray et 

al. 2016)  

The literature thus far has highlighted that the changing paradigm of extended 

family being more autonomous and the changing carer roles for ageing 

Australians being less family orientated means that new solutions are needed for 

funding the consumption needs of older Australians. This is one of the research 

gaps in the literature addressed by this thesis.  

Workforce and community changes, increasing globalisation and mobility in the 

workforce has meant the role of caring for ageing relatives has in effect 

transferred to an increasing extent to community organisations and governments 

(Guven et al 2010). In 2012, the report, ‘Living Longer. Living Better.’ clearly 

indicated that the Australian government resources available for caring were finite 

and in need of reform to cope with demand (Commonwealth of Australia 2012a). 

Australia is not alone in looking for policy solutions to the critical social and 

economic priority of caring for an ageing population, with countries across Europe 

and Asia also facing ageing demographic profiles (Ong et al. 2013a).  

In addition, with advances in modern medicine and education, longer life 

expectancies have lengthened the potential caring time, and expense. Longer life 

expectancies and the need to increasingly self-fund retirement expenses, have 

also led to a reshaping of retirement—including moving in and out of work. Some 

of the reported ‘silver linings’ innovations include late career breaks termed, ‘grey 

gap years’ in which workers approaching the traditionally recognised retirement 

date may take time off to travel, or care for grandchildren, then return to the 

workforce (Karpf 2014). This indicates that retirees may want higher retirement 

incomes at different stages of retirement as well as more flexibility with asset 

accumulation and decumulation.  

This review of the literature on the life cycle theory of consumption has shown 

that there is direct and substantial applicability of the theory to the motivation for 

this thesis. In particular, in providing a theoretical basis to drive research and 
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reform to decumulation of assets in the later stages of the life course. The next 

section will analyse another critical finance theory related to this thesis, the 

classic portfolio selection theory. 

2.4.2 Classic portfolio selection theory 

Analysis of wealth holdings, asset allocation and portfolios is traditionally 

grounded in Markowitz’s ‘classic portfolio selection theory’ (1952a, 2005) which 

suggests that investors select assets based on mean and variance of portfolio 

returns; to optimise returns. This section will examine some of the implications 

and limitations of Markowitz’s portfolio selection theory in relationship to home 

ownership in Australia.  

The literature has already established that Australians hold a large proportion of 

their wealth in housing. However, in terms of classic portfolio selection theory, 

housing wealth does not readily fit into the efficient portfolio or typical strategic 

asset allocation as regarded by Markowitz due to the nature of home purchasing 

compared to other asset classes. Knowledge about household behaviour in terms 

of home ownership is central to better understanding the place of home equity in 

household portfolios (Worthington 2009). Consequently the literature on portfolio 

selection theory will be analysed from a perspective of changes to interpretation 

of portfolio selection theory in terms of its application to operationalising this 

thesis’s findings, including improved consideration of home equity in the broader 

portfolio analysis of Australian households. 

The characteristics of home ownership that causes perturbations in portfolio 

planning include the substantial size of the home, which often renders the home 

as a caveat or exception to analyses of strategic asset allocation and the 

intangible, social characteristics of the home (Easthope 2004), such as providing 

shelter, a sense of belonging and security.  

Consequently, this thesis examines what households do in terms of home 

ownership and how housing equity relates more broadly to accumulation of 

wealth for retirement. Housing is also explored as an investment distinct from any 

others. Standard economic theory would suggest that the price of a good 
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generally emerges from the market as a function of supply and demand, whether 

it is a consumption good, capital good or financial asset (Gorton et al. 2013) 

Individuals will maximise the utility of their goods based on their individual set of 

preferences, even though behavioural economists have expanded the notion of 

utility and relaxed the assumptions about preferences (Wilkinson 2008). 

However, in terms of housing, ‘meaning’ of home to individuals, social values and 

beliefs at the household level are also recognised as influencing the demand side 

of home ownership, and changing the historical institutionalisations of home 

ownership. Most importantly for this thesis, households are slowly, but 

increasingly, seeing the purchase of a home as an investment (Aalbers 2008) 

and that in retirement, that investment can be accessed via equity release to 

smooth consumption (Cook et al. 2009; Sjorslev 2012; Elliot et al. 2013). 

Overall, this review of literature on classic portfolio theory has shown that in the 

context of this thesis, the applicability of the theory may not be as apparent as 

the applicability of the ‘life cycle theory of consumption’ in relation to decumulation 

of home equity in retirement for baby boomers retirees. However, this review 

points to a gap in literature regarding classic portfolio selection theory and its 

inclusion of home equity in ‘optimal’ portfolio selection through the accumulation 

as well as decumulation stages of the life cycle. This is particularly important in 

an Australian context at the level of the individual or from a household’s 

perspective where housing wealth is the dominant wealth component of 

household portfolios.  

The implications of including housing wealth in the concept of portfolio selection 

is discussed in greater detail in Chapter 8, particularly in terms of its role in 

operationalising conceptual change of housing to a more securitised, and hence 

more liquid, asset. 

The next section briefly examines the permanent income hypothesis as a related 

theory regarding this thesis. 
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2.4.3 Permanent income hypothesis 

Another theory related to long-term consumption research is the ‘permanent 

income hypothesis’ which argues that the most important factor determining 

consumption expenditures is a person’s expected income in future years, their 

‘permanent income’ (Friedman 1957). The permanent income theory predicts the 

changes in permanent income, rather than changes in temporary income, are 

what drives consumer consumption patterns.  

Debate about the applicability of permanent income theory to the puzzle of 

reduced retirement consumption has shown that households who enter 

retirement with low wealth consistently followed non-permanent income 

consumption rules during their working years (Hurst 2003). For the purposes of 

this thesis, the permanent income hypothesis is noted only for exploring the 

potential of increased financial capability on better retirement planning. 

Consequently, the two theories that will be most explored in terms of the 

hypothesis of this thesis are the life cycle theory of consumption and in terms of 

elements of operationalising the thesis findings, the classic portfolio selection 

theory.  

As outlined in 2.4.1, when considering theoretical applications to this research, 

consideration of the wide-ranging social and demographic changes is crucial to 

ensuring research relevance. Further, operationalising key findings of this thesis 

needs to account for many challenges regarding fiscal wellbeing and policy 

reform to support healthy ageing. Any research or policy development related to 

home ownership in Australia then needs to understand the place of the ‘home’ in 

the Australian vernacular which is the subject of the next section. 

2.4.4 The meaning of home 

The fiscal and non-fiscal significance of ‘home’ has an impact on behaviour 

regarding home equity withdrawal. In Maslow’s hierarchy of needs, shelter sits 

alongside food and water as the prime need for humans (Maslow 1943). Over the 

years, research has identified a number of meanings of ‘home’, which includes a 
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place of safety and security, privacy, a place to enjoy family life, freedom, 

independence and support for work and leisure activities (Despre 1991). 

Younger generations of Australians are realising a home does not need to be 

owned (Hulse et al. 2014). Not owning a home, and feeling like your place was 

‘home’ was perhaps more realistic in the time of early Australian ‘housing 

commission’ schemes, and longer-term rental arrangements in the rental market. 

More recently, rental tenancies that can be as short as a matter of weeks, with 

short notice periods for eviction, are more likely to lead to an increasingly unstable 

rental market for long-term renters, in addition to high rent costs. Where renting 

was once thought the cheaper option, now rental prices in many capital cities can 

be as high or higher than mortgage repayments. This unaffordable rental 

environment is largely due to high house prices and lack of supply in the entry 

level housing market (Hulse et al. 2014).  

Nevertheless, as more people are looking for alternatives to home ownership to 

have a place of their ‘own’, home ownership rates may continue to decline, as 

they have over the last decade in Australia for Gen X and Gen Y with a drop in 

the proportion of home ownership of 13 per cent compared to the previous 

generation at the same time in their life cycle (Ong et al. 2013a). This emerging, 

new ‘normal’ tenure in a modern Australian housing system, may motivate 

innovation and new products in the housing market; however, some see the 

strong emphasis on private ownership as generally brought about by 

individualistic, neoliberal trends in economic and social philosophy (Harvey 

2005).  

Interestingly, from the 1980s onwards, many studies document a shift in the 

meaning of the home, from being synonymous with ‘one’s own’ to increasingly 

being associated with ‘owner-occupation’ and ‘property’ (Allan et al. 1989; Flood 

et al. 2010). That increased focus on ownership could be because of the 

increasing role of home ownership in building up capital and providing a way to 

invest money (Forrest et al. 1995, Saunders 1990). Alternatively, the growth in 

home ownership could be linked to marketization of homes and the promotion 

and growth of home ownership, reinforcing that such shifts illustrate that 
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valuations of tenures as social constructs vary across time and cultures (King 

1996; Ronald 2008). A new ‘normal’ for home may decrease the distinction 

between homeowners and renters (Clapham 2005). 

Crucial to understanding the phenomenon of home ownership for baby boomers 

in Australia is the centrality of the home as part of ‘ageing in place’ within the 

Australian context, with older Australians having consistently shown that they 

wish to stay in their current home until their changing circumstances necessitate 

a move (Quinn et al. 2009). Australian retirees’ preference for staying in their 

home reflects both a personal preference and a government policy emphasis for 

ageing in place within the community (Howe 2003). The home has been 

described as more than just a physical structure for most elderly households, but 

also as a symbolic and embodied place of belonging, comfort, security, 

autonomy, and a site of achievement and ownership (Faulkner et al. 2002).  

Not only is this important for understanding the impact of suggesting changes to 

home ownership for retirees, but also establishes some of the potential context 

of vulnerability of retirees who are not homeowners (ACSA 2004; Stimson et al. 

2004). Some of the biases that have evolved in Australia regarding home 

ownership needed to be considered and are reviewed in the next section. 

2.4.5 Behavioural heuristics and biases 

There are some critical rules of thumb (heuristics) that people use to make sense 

of their financial wellbeing and options that may need to be challenged. For 

example, the overwhelming and well documented tendency for people to prefer 

to avoid losses which can be stronger than aiming for gains (loss aversion); 

overestimating their ability to control events (illusion of control); biases regarding 

life expectancy, income in retirement and asset holdings (anchoring); 

perspectives regarding shared responsibility for retirement income (priming) and 

biases towards maintaining the status quo and the influence of peers (Kahneman 

et al. 1982). Thaler’s et al. (2008) ‘nudge’ theory may also have potential 

alignment with operationalising life cycle theory and is considered in retirement 

income product design in this thesis.  
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Without challenging these cognitive and behavioural biases, much of the 

attitudinal and behavioural change that is critical to transitioning to new ways of 

drawing on home equity in retirement will cause policy inertia when making 

complex decisions about an uncertain future. 

Adam Smith’s The Wealth of Nations (1776) is often cited as one of the seminal 

texts of capitalism, in which Smith outlined the concept of gross domestic product 

as the measurement of national wealth; identified the huge productivity gains 

made possible by specialisation; and recognised that both sides benefited from 

trade, not just the seller. An important theme that persists throughout the work is 

the idea that the economic system is automatic, and, when left with substantial 

freedom, able to regulate itself. This is often referred to as the “invisible hand.” 

All of these ideas remain relevant to housing transactions in the 21st century. 

However, when examining housing equity, and particularly decumulation of 

housing equity, another aspect of theory is appropriate to mention, that is, Adam 

Smith’s Theory of Moral Sentiments (1759) which adds more dimension to the 

sometimes irrational behaviour that is inherent in economic systems explained by 

morality and behaviour in terms of our nature as social creatures. Smith’s 1759 

work is applicable to the analysis of housing as a wealth component, because it 

lends itself to seeing the home as not just a fiscal asset. 

Taking this analysis further, apart from meeting the basic need for shelter, the 

benefits of an emphasis on long-term home ownership may include some ‘forced 

saving’ effect of having to make mortgage repayments (Agarwal et al. 2009), 

more stable labour market participation, increased community participation, 

increased life satisfaction, and less housing costs in retirement (Stillman et al. 

2010). However, even though the drive to own a home is evident in Australian 

culture, the literature has highlighted that more research is needed on wealth 

accumulation over the life cycle for newer homeowners (Bradbury et al. 2012).  

The human biases that drives behaviour whether rational or irrational need to be 

considered in the context of the accepted theories outlined in 2.4.1. and 2.4.2.  

In terms of the life cycle theory of consumption, this thesis suggests that the 

theory is applicable to baby boomer retirees in terms of presenting a model for 
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households to accumulate and decumulate wealth over the life course. As the 

literature in Chapter 2 shows, Australians do not exhaust their wealth at the end 

of the life cycle, wealth which is predominantly held in the form of housing. 

Nevertheless, the theory itself suggests a way forward for baby boomer retirees, 

in that decumulation of housing wealth is a useful solution toward the end of the 

life course for smoothing consumption. 

The next section extends this theoretical focus for this thesis and links it to the 

hypothesis.  

2.4.6 Hypothesis 

One of the policy drivers of this thesis that is evident from the literature review is 

the need to find more self-funded sources of retirement income for baby boomers, 

so that Australia’s taxation revenue can be more sustainably and equitably 

utilised across government portfolios. The literature has suggested baby boomer 

holdings of home equity could form a major component of their retirement income 

options. However, literature to date (e.g. PC 2015) has not specifically focussed 

on generation-targeted solutions that may be more amenable to government 

support. Even when reports have shown that home equity is potentially able to 

supplement retirement income (PC 2015), they have still not suggested that 

government support is necessary to grow the home equity release market in 

terms of retirement income supplementation, rather suggesting that the market is 

able to adapt products and services to meet this need. Utilising market options is 

certainly supported by the literature and discussion in this thesis. However, the 

data and literature also show that policymakers need to take into consideration 

the change to more conservative risk profiles of retirees as they approach and 

move into retirement, which underscores the need for government support to 

allay fears of poor regulation and support in the final life cycle stages. Further, 

the analysis in recent policy reports (e.g. PC 2015) which focussed on, and 

modelled data of people who were currently eligible for the age pension reported 

data based on when those retirees would move into ‘negative equity’. The 

research on behavioural statistics regarding loss aversion as outlined in 2.4.5 
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suggests it would be at that point of reading that the retiree would look aghast 

around the room and take nothing else from the conversation other than the 

words ‘negative equity’. Instead, focussing the research debate and policy 

development on such goals as “ensuring minimum 50 per cent equity in home at 

death” or terminology as proposed in Chapter 7 using your “home equity account” 

are more likely to draw more people into the conversation.  

This thesis challenges the focus on avoiding ‘negative equity’ and instead 

suggests a research focus on the viability of home equity drawdown to 

supplement retirement income that is more enticing, and posits the following 

hypothesis for testing: 

The majority of Australia’s baby boomer retirees will be able to modestly 

supplement their retirement incomes, for a minimum term of 25 years, by 

drawing on less than 50 per cent of the equity of their owner-occupied 

property.  

This hypothesis is posed partly in response to numerous policy reports that have 

suggested adaptations to the age pension entitlements, such as deeming home 

values over $500,000 for singles and $750,000 for couples (NCA 2014b) rather 

than excluding the primary home from consideration of age pension eligibility 

altogether as is currently the case. Note that this hypothesis is focussed only on 

‘modest’ income supplementation, which has been shown to be more 

sustainable, with PC 2015 stating, “..the risk of exhausting their home equity 

(reflected in the size of the group that does so) escalates rapidly if the older 

household uses its home wealth to move beyond a modest living standard” (PC 

2015, p.24). 

Note also that the hypothesis is not necessarily focussed on age pensioners but 

on any retiree. This is an important distinction in terms of the paradigm shift 

needed regarding the role of housing in retirement income across all household 

types. While the discussion in Chapter 8 suggests any government subsidy would 

only be to support those households at risk of income poverty, the home equity 

drawdown mechanism itself, and the concept of home equity drawdown in 
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retirement is important across all retirees, but more particularly baby boomers as 

highlighted in this thesis as early as section 1.1. 

Consequently, the hypothesis in this thesis will be tested specifically for baby 

boomer retirees, and will test different levels of interest rates, as interest is the 

main expense of current home equity withdrawal products for the retiree. 

This thesis has examined both the life cycle theory of consumption and classic 

portfolio selection theory in the context of baby boomer retiree asset allocation—

including the primary home. However, the discussion on classic portfolio 

selection theory in this thesis will primarily relate to operationalising selected 

findings of this thesis and will therefore be secondary to the discussion on the life 

cycle theory of consumption in the context of the hypothesis of this thesis. 

This hypothesis applies the life cycle theory of consumption in the context of 

homeowner, baby boomer retirees. The weighting of owner-occupied property in 

the asset allocation of baby boomer retirees in Australia is potentially incongruent 

with the life cycle hypothesis of consumption (Worthington 2009). However, this 

thesis argues that this incongruence is driven by the current age pension eligibility 

rules regarding home equity, coupled with the lack of suitable home equity 

drawdown mechanisms. Additionally, based on the empirical literature on asset 

allocation in retirement, this thesis argues that the paradigm shift to embedding 

home equity drawdown as part of a retirement income plan is long overdue, and 

urgently needed for baby boomers.  

This thesis conjectures that suitable home equity drawdown mechanisms, in 

conjunction with adaptations to the asset test parameters regarding age pension 

eligibility, may present a momentous cash flow solution for baby boomer retirees, 

and in turn, government budgets and future generations. 

Keeping the subsequent goals of applied policy solutions and self-determination 

in mind (as outlined in section 1.2.1), the research questions, method and data 

analysis is structured to ‘tell a story’ for baby boomers and other stakeholders 

that can readily assist development of applied policy solutions.  
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The next section provides a summary of the potential theoretical contribution of 

this thesis.  

2.4.7 Potential theoretical contribution  

2.4.7.1 Life cycle theory of consumption 

The literature on the theoretical basis of this thesis has indicated that the life cycle 

theory of consumption presents a way forward in terms of the theoretical 

foundation of a hypothesis focus for testing.  

In addition, the literature review has shown that, in reality, Australians are not as 

a whole decumulating their wealth in the later stages of the life cycle – wealth that 

is mainly comprised of housing equity. The bequest motive is declining (Hancock 

et al. (2002); Hamnett (1999); Olsberg et al. (2005)) and the deficit model of 

ageing is changing (Karpf 2014).  

Therefore, the additional contribution to theory hypothesised in this thesis is that 

the interpretation and application of the ‘life cycle theory of consumption’ in terms 

of asset accumulation and decumulation needs to encompass evident changes 

in working careers, housing careers, family and community change and 

retirement phases.  

In the context of home ownership and retirement in Australia, the interpretation 

of life cycle theory in the literature has put disproportionate emphasis on the 

accumulation and early decumulation phases of retirement and very little on the 

later decumulation phase of retirement (Chetty et al. 2017). The understanding 

of withdrawal patterns in the later stages of the life course has been found to be 

under-researched in the US (Cocco 2014); largely impacted by the portfolio 

constraint imposed by the disproportionate size of housing on the household’s 

optimal holdings of financial assets of American retirees (Flavin et al. 1998). 

However, Megbolugbe et al. (1997) finds that US households are prepared to 

move from home ownership to renting under certain very restricted financial 

conditions and generally after age 79; however, notes that in situ home equity 

withdrawal may be a preference for retirees. This is further complicated by the 
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limits on home equity withdrawal in the US based on age and the relatively lower 

house prices in the US compared to Australia (Sinai et al. 2007); and the desire 

for retired US householders to hold on to their home equity as a form of 

‘insurance’ against financial or health shocks in the later life course (Munnell et 

al. 2007). 

The literature above has highlighted a myriad of ways that the reality of home 

ownership, housing investment and ageing is changing. This thesis argues that 

the interpretation of the life cycle theory of consumption needs to be adapted to 

include more cyclical accumulation and decumulation of assets, particularly in the 

rapidly changing retirement stage of life.  

The ageing population may stretch the boundaries of the life cycle theory of 

consumption in the current product offerings for housing equity decumulation in 

Australia. In theory, housing equity could be withdrawn more fully as a person 

approaches death. However, the life cycle theory of consumption may need to be 

extended to include a more cyclical final stage, in which asset drawdown and 

income generation are fluctuating in new ways that reflect a new paradigm of 

ageing, work and retirement. The literature suggests that these modern 

considerations also need to be taken into account regarding portfolio selection 

theory which is the subject of the next section. 

2.4.7.2 Classic portfolio selection theory 

The review of literature on classic portfolio selection theory in the context of this 

thesis has indicated that while classic portfolio selection theory has not generally 

incorporated home equity, the theory can be a critical tool for leveraging 

continued policy momentum in Australia for the inclusion of home equity in the 

retirement income mix. The challenge is for the interpretation of portfolio selection 

theory to incorporate the unique characteristics of home purchase and 

recognition of the complexity of connection, place, belonging, culture, support, 

security and health regarding home. In particular, adaptations to classic portfolio 

selection theory is needed to support a generation-targeted solution for 
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supplementing baby boomer retiree income through efficiently drawing on 

housing equity as detailed in Chapter 8. 

2.4.7.3 Summary of theoretical contributions 

The theoretical contribution that this thesis makes includes detailing the 

limitations in the current conceptions of life cycle theory, as well as proposing 

new potential alignment of the life cycle theory with behavioural finance theory 

such as Thaler’s et al. (2008) ‘nudge’ theory. The analysis of the life cycle theory 

has considered multiple elements of existing theory and has provided evidence 

to support both theoretical and empirical assumptions about the application of life 

cycle theory. The theoretical contribution of this thesis builds on Modigliani’s et 

al. (1954) thinking about the challenge of uncertainty and its link to precautionary 

saving even in later life, as well as Carroll’s (1997) work on precautionary savings, 

and Deaton’s (2005) summary of the nature of consumption behaviour as it 

relates to income which is contrary to the life cycle hypothesis which suggests a 

more detached relationship between income and consumption. While Carroll 

(1997) found that sufficiently prudent people, with uncertain future incomes, will 

never borrow if there is a possibility that they will not be able to repay their debts, 

this thesis proposes that by including more certainty for people in the later life 

cycle, and increasing their own self-determination and agency through capability-

building, they may make plans that are more consistent with the life cycle theory. 

The anomaly of lack of asset decumulation in retirement has been documented 

in other countries (Ong et al. 2013a) and is again borne out in the analysis in this 

thesis.  

However, the additional contribution of this thesis stems from the fact that the 

anomaly itself provides no coherent alternative to enable us to think differently 

about ‘dissaving’ in retirement. One of the basic, underlying assumptions with life 

cycle theory is that people make rational, consistent, intertemporal plans, and 

that they act as if they are maximising a utility function defined over the life course 

(Deaton 2005). Rationality is also one of the assumptions that is most challenged 

by behavioural economists (Thaler et al. 2008). This thesis suggests that 
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integrating theory from behavioural economics alongside life cycle theory is a 

better option to help people participate more in dissaving in retirement in a way 

that will be in their interests, including by driving development of financial 

products for dissaving in retirement that are aligned with policy levers.  

This thesis suggests that retirees would like to behave more in the way that life 

cycle theory suggests they ought to, but have difficulty in doing so due to the 

emotional and structural barriers with mechanisms available for dissaving, which 

for Australia’s baby boomers means largely decumulating their home equity. 

Based on the literature about what we know matters to Australian retirees when 

it comes decumulating housing equity, this thesis has proposed parameters for a 

model of home equity decumulation to support ‘more choice under uncertainty’ 

for Australian retirees 

In addition, this thesis suggests that by applying generation-contingent filters to 

life cycle theory and portfolio selection theory, policy solutions for retiree income 

sources may be more evident. This thesis has argued that traditional theories 

may be inappropriate or need to be adapted with behavioural finance theories 

due to the substantial structural inefficiencies and barriers to home equity 

decumulation present in the Australian home market, especially for older citizens 

and retirees.  

Further practical applications of this theoretical contribution is provided in 

Chapters 8 and 9.  

To provide a stronger context for policy reform in housing equity as it related to 

retirement income, the next section details some of the structural drivers and 

institutional settings that impact on home equity accumulation and decumulation 

in Australia and internationally.  
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2.5 Structural settings in housing markets and links to retirement 

income in Australia and internationally 

This section will outline the structural drivers and institutional settings that relate 

to housing equity accumulation and decumulation in Australia and in selected 

overseas countries. The detail on structural drivers will demonstrate domestic and 

international differences and show that these structural differences also present 

perturbations to the application of life cycle theory on the topic of home equity 

withdrawal in retirement. The main structural drivers that will be broadly examined 

include regulation, taxation, public pension systems, and market development.  

2.5.1 Regulation 

An important influence on the willingness of older persons to take up home equity 

withdrawal is the role of regulation. The importance of trusted regulation is due to 

the multitude of risks (perceived and real) associated with reducing equity in the 

primary home, to which one usually has a strong emotional attachment (Ong et 

al. 2013b).  

In Australia, home equity release schemes are complicated due to property law 

in Australia being ‘State-based’. In terms of regulation, there would need to a 

Commonwealth-level approach to avoid undue complexity, or a principles-based 

approach to regulation which ensures fundamental concerns of retirees, such as 

security of tenure (Actuaries Institute 2016). 

In the United Kingdom (UK), apart from standard contract and consumer 

protection laws, certain equity release products that are deemed to pose higher 

risks to consumers are subject to the Financial Services Authority (FSA)13 

regulation, including lifetime mortgages, home reversion products and sale and 

leaseback products. While financed by the financial services industry, the FSA is 

accountable to Treasury Ministers and the UK Parliament. Moreover, industry 

self-regulation is extensive, with 90 per cent of equity release business being 

                                                           

13 The FSA is an independent non-governmental organisation that has statutory powers by the Financial 

Services and Markets Act 2000. 
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transacted with providers who subscribe to self-regulatory codes (Fox-O’Mahony 

et al. 2013).  

Similarly, in Australia, SEQUAL operates as a peak industry body which seeks to 

maintain professional standards of practice in the equity release market. 

SEQUAL’s code of conduct requires that all providers who are SEQUAL 

members include clear and transparent no-negative equity guarantees in the 

products they offer, as well as comply with other self-regulatory codes (SEQUAL 

2016).  

In Germany, the lack of success of mortgage equity release products may be 

attributed to the presence of legal barriers that complicate the supply of such 

products by lenders. For example, financial institutions that are not licensed as 

an insurer need to search for alternative ways of insuring against the longevity 

risk of the homeowner. The institutional settings, however, favour the take-up of 

reverse mortgages by homeowners as payments from reverse mortgages are not 

regarded as a form of income, and are thus not taxed under current income tax 

arrangements (Reifner et al. 2007a, 2007b).  

The different experiences and outcomes from diverse regulation applications 

demonstrates the interconnectivity to other structural settings, such as taxation. 

Further detail on taxation settings in Australia and globally is provided in the next 

section. 

2.5.2 Taxation 

This section provides a review of literature regarding the relationship between 

taxation settings and the take up of home equity withdrawal such as via 

downsizing or selling up and renting. Capital Gains Tax (CGT), for example, 

applies on the sale of the primary home in Germany if sold within 10 years from 

the date of acquisition of the property. On the other hand, in Australia and the 

UK, the sale of the primary home is exempt from CGT after the first year of 

residence in the property. The CGT exemption after 10 years is a potential reason 

why homeowners in Germany are less likely to move than in other countries (Ong 

et al. 2013a).  
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The availability of a mortgage interest deduction (from taxable income) for home 

loans makes for attractive borrowing compared with loans for other purposes, for 

example in the United States (US) (Do 2012). With regard to mortgage equity 

withdrawal, until recently, mortgage interest deduction was available in the 

Netherlands, hence encouraging the withdrawal of housing equity (Ong et al. 

2013a). The institutional environment concerning taxation in the Netherlands, 

however, has changed, and may temper inclinations to engage in equity 

withdrawal.  

The reduction in interest rate deductibility for mortgages in the Netherlands 

resulted in a decline in mortgage equity withdrawal. This outcome is informative 

in that it shows that homeowners do respond to key policy levers such as tax 

deductions and will modify their behaviour again if the policy lever becomes less 

favourable. Tax deductibility of mortgage interest may not be of significance to 

Australian retirees, the bulk of whom currently do not pay much, if anything, in 

the form of income tax once in retirement. However, it demonstrates that the right 

policy levers do have an effect on retiree behaviour regarding home equity 

withdrawal. 

This will be an area of further research as recent reforms consolidate. For 

example, from 1 January 2014, the Dutch government that came into office in 

autumn of 2012 started to reduce the rate at which mortgage interest can be 

deducted from the historical maximum of 52 per cent of taxable income, by half 

a percentage point each year, until it reaches the next lower tax rate of 42 per 

cent (Ong et al. 2013a). These changes suggest that in situ mortgage equity 

withdrawal will become less attractive in the Netherlands in the future than at 

present (Ong et al. 2013a).  

It is noteworthy that changes to taxation settings as described above and partly 

instituted after the global financial crisis (GFC) of 2008 may shift preferences 

away from mortgage equity withdrawal towards sale of the home among those 

who wish to withdraw housing equity (Ong et al. 2013a).  
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While stamp duty and other costs that relate to the buying and selling of housing 

are discussed in section 2.5.6, this section has demonstrated that taxation 

settings are key drivers of behaviour in housing markets.  

Perhaps less directly related to the homeownership is public age pension 

systems; however, the indirect impact of settings regarding public age pension 

systems are evident and are discussed in the next section. 

2.5.3 Public age pension systems 

The availability and generosity of a public pension system in a country will also 

influence the use of home equity withdrawal by older persons. While public 

pension regimes vary considerably across countries, the gross replacement rate 

from public pension schemes offers a valuable point of comparison as it estimates 

the level of public pensions in retirement relative to earnings when working (Ong, 

et al. 2013). 

While many pension reforms had been in the making even before the GFC of 

2008, a major accelerator of pension reform was the economic crisis and the 

resulting need for fiscal consolidation. Reforms have addressed a number of key 

elements of pension systems. One of the most visible and politically contested 

measures has been raising the retirement age, which happened in several 

countries, including Australia (Commonwealth of Australia 2016a). Pension ages 

have increased in most OECD countries with a retirement age of 67 now 

becoming more common, rather than the exception as was still the case a few 

years ago. Some countries have gone even further, moving to 68 or 69 years, 

though no other country has gone as far as the Czech Republic which decided 

on an open-ended increase of the pension age by two months per year (OECD 

2013a).  

The pension replacement rate, expressed as a percentage of earnings, is 

commonly used to determine to what extent living standards are maintained over 

retirement. It is a measure of the income that a country’s pension system seeks 

to provide to its retirees and is calculated using national pension system rules. 

The replacement rate can express adequacy from an individual perspective, that 
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is, related to a person’s previous earnings, or from a societal perspective – related 

to average economy-wide earnings (OECD 2013a). 

In terms of pension replacement rate, the net replacement will matter more to the 

individual, as it reflects their disposable income in retirement in comparison to 

when working. For average earners, the net replacement rate from mandatory 

pension schemes averages 63 per cent across the OECD. Australia sits towards 

the lower end of the range in terms of net pension replacement rates at 42.6 per 

cent, compared to the lowest of 30 per cent in Mexico and the United Kingdom, 

to over 100 per cent in the Netherlands and Turkey for average-wage workers 

(OECD 2017). 

When considering many OECD countries’ pension replacement rates, it is 

important to consider the much deeper social housing market than that of 

Australia. In Austria, for example, the ‘limited profit housing sector’ comprises 23 

per cent of the housing stock and 48 per cent of the rental stock, which supports 

far greater affordability in their housing market (Lawson et al. 2012a). This further 

highlights the gap in pension replacement rates in Australia compared to other 

countries with high levels of affordable, social housing provision.’ 

There is more widespread use of mortgage equity withdrawal products in 

Australia, the UK and US, than in countries that are supported by more generous 

public or private pension systems such as the Netherlands, Finland and 

Germany. At the same time, the existing literature hints at a greater willingness 

among older homeowners to sell and move in Australia (Olsberg et al. 2005) and 

the UK than in countries such as Germany (Tatsiramos 2006; Elsinga et al. 2012). 

Growing pressures on government budgets to meet age-related payments and 

services, may contribute to continued retreat of welfare states in countries with 

neo-liberal welfare regimes such as Australia and as a result older homeowners 

may increasingly engage in home equity withdrawal to supplement retirement 

incomes (Ong et al. 2013a). 

Underpinning a potential increase in home equity withdrawal is the health and 

development of the mortgage market. The next section details literature on the 

mortgage market development in Australia, Europe, the UK and the US.   
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2.5.4 Mortgage market development – Australia and Europe, UK, US 

The degree of development of the mortgage market is another factor impacting 

on home equity withdrawal. Australia is not alone in having an ageing population, 

with many European countries, the UK and US having similar ‘baby booms’ 

following the World War II and it is useful to look at differences in mortgage 

markets and the take up of home equity withdrawal and other housing investment 

products in similar developed countries.  

As established in 2.3.2, the degree of mortgage market development is positively 

correlated with the propensity to withdraw mortgage equity (Ong et al. 2013a). 

For instance, Australia, the UK and the US have more products such as flexible 

mortgages and reverse mortgages than in limited closed circuit mortgage markets 

such as Finland and Germany. In the Netherlands, mortgage equity withdrawal 

happens mostly via refinancing and second mortgages (Ong et al. 2013a). Cross-

country differences in ownership trajectories among the elderly were highly 

correlated with the degree of mortgage market development and other indicators 

of economy-wide regulation (Chiuri et al. 2006; 2010). For instance, the take-up 

of mortgage equity withdrawal products in Australia, the UK, US and Netherlands 

grew substantially after increases in house prices during the pre-global financial 

crisis (GFC) boom. However, even in the US (where mortgage markets are well 

developed and reverse mortgage products are typically guaranteed with 

government backing) as well as the UK, the take-up of reverse or lifetime 

mortgages has waned as a result of the GFC. In Australia, however, the 

origination of reverse mortgages has continued to rise a little through the GFC 

years (Ong et al. 2013a).  

From an empirical point of view, comparative results for different countries on the 

impact of guarantees on the loan interest rate for reverse mortgage products are 

mixed (Calcagninia et al. 2014). However, studies of datasets of loans by the 

largest Dutch public sector bank (BNG Bank)—which explicitly guarantees a 

bailout clause for Dutch housing corporations—finds substantial evidence that 

the bailout clause (or guarantee) has reduced interest rates by about 72 basis 

points (Veenstra et al. 2017). Importantly, Veenstra’s et al. (2017) study shows 
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that the annual benefits of reduced interest costs outweigh the costs of default. 

These findings support more work in the area of loan guarantees for retiree home 

equity. 

Existing studies generally confirm that Australia has an extremely well-developed 

mortgage market. Australia’s reverse mortgage market did not suffer any 

noticeable downturn through the GFC years (although it also did not grow as 

banks diverted to core business), whereas the take-up of reverse mortgages did 

subsequently decline in the similarly complete UK and US mortgage markets 

(Deloitte 2015; SEQUAL 2016). After the 2007-2008 global financial crisis, some 

central banks showed an aggressiveness to act (Reinhart et al. 2009), and an 

unprecedented large number of financial institutions collapsed or were bailed out 

by governments (Erkens et al. 2012). 

As a precursor to being able to withdraw home equity in retirement, is being able 

to purchase a home earlier in the life cycle, the next section explores the 

structural determinants of successfully financing home purchasing in Australia. 

2.5.5 Getting finance to buy a home 

In terms of purchasing a home, some of the determinants of successfully entering 

and maintaining home ownership for wealth accumulation include education level 

(which was found to have a positive relationship with positive change in both 

savings net worth and housing net worth) as well as labour market participation 

(Wakita et al. 2000).  

However, the issue of labour market participation as it relates to home ownership 

also may present a challenge in terms of the lack of integration of modern 

workforce dynamics into lending criteria. For example, banks and lenders are still 

reticent to lend to employees who are not in permanent positions (Howe et al. 

2012). However, for a large number of people in Australia’s diverse workforce, 

casual and contract workers (approximately 36 per cent of Australia’s workforce) 

can be stable throughout their career (Howe et al. 2012).  

The workplace has to some extent redefined ‘secure’ and ‘insecure’ work 

differently to lending institutions. For example, the approach of defining insecure 
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workers as all workers other than permanent full-time or part-time employees 

does not stand up to scrutiny, with modern workplaces proposing that skill set is 

more important than type of labour market participation (Sloan 2012). There is 

evidence that approximately half of casual workers have had the same job for 

between two and five years; and many contractors are highly skilled and opting 

for undertake contract work knowing that there is a constant and strong demand 

for their skills (Sloan 2012). From another angle, looking at an inverse relationship 

between home ownership and labour market participation, housing wealth can be 

positively related to subsequent entry to self-employment (Disney et al. 2009).  

Family circumstances are also highlighted in the literature as influencing capacity 

to finance the purchase of a home. For example, married respondents to a survey 

conducted by Wakita et al. 2000 were found to experience greater net worth than 

did their non-married counterparts. The number of children was found to have a 

negative effect on net worth and increases in labour income was found to not 

necessarily have a positive impact on net worth of savings or housing net worth 

(Wakita et al. 2000).  

Not only have lending institutions put in place lending criteria that is at odds with 

modern labour market participation, housing affordability in Australia has also 

worsened significantly, including both urban and regional areas (Worthington 

2011). Lack of affordability has put additional pressure on both buyers and 

lenders. Buyers find buying a first home harder than ever and lenders are under 

pressure to ensure that the loans are viable (Worthington 2011). Affordability 

does not only affect home buyers, but also renters with the difficulties faced by 

renters likely compounded by discouraged purchasers who remain in the private 

rental market and by lifestyle renters, who can afford home ownership but 

currently choose not to become homeowners (Yates 2008). 

In terms of this thesis, the issue of an unaffordable rental market for the elderly 

reinforces the need to look at the impediments to entering and maintaining home 

ownership, and to prioritising non-home based care for the retirees most at risk 

of income poverty, that is, retired renters. Additionally, the issue of housing 
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affordability across generations is incorporated into the policy solutions discussed 

in Chapter 8 and 9. 

Overall, however, this thesis will predominantly focus on the circumstances of 

homeowners as the group most able to utilise housing equity to smooth 

retirement consumption. The next section will look at structural interactions of 

homeowners who may wish to sell their property, or participate in other forms of 

home equity withdrawal. 

2.5.6 Selling a home or withdrawing housing equity in situ 

Australian retirees have consistently expressed a desire to stay in their homes (in 

situ) as long as possible (Judd et al. 2012). The choices for withdrawing home 

equity either through selling, reverse mortgages, or downsizing are influenced by 

the structural levers around each process of equity release. In terms of identifying 

the structural dynamics that may support or discourage staying in the primary 

home and using home equity withdrawal, focus relates predominantly to the 

development of the country’s mortgage market. The structural dynamics that 

support in situ home equity withdrawal are discussed below.  

Mortgage market maturity and depth have been found to be indicators of the 

likelihood of an increased take up of home equity withdrawal products. For 

example, Germany’s mortgage market has been classified as limited due to its 

small share of home ownership and lack of additional features available on 

mainstream mortgage products such as fee-free additional payments (Ong et al. 

2013c). 

In terms of selling to withdraw equity, in countries such as Germany, where 

mortgage markets are limited, older homeowners are more willing to withdraw 

housing equity by selling their homes and moving into affordable rental housing 

than in countries with well-developed mortgage markets such as the UK (Chiuri 

et al. 2010). At the same time, older homeowners in Germany are less likely to 

move than older homeowners in the UK showing that even in a less developed 

mortgage market, there is potentially some reluctance to move (Tatsiramos 2006, 

Elsinga et al. 2012). That reluctance to sell may be due to a range of factors 
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including house price appreciation, or stagnation. For example, in Germany, 

house prices have been stagnant over the last few decades. In comparison, 

house prices in Australia and the UK have increased. Hence, there are no capital 

gains to be realised from selling one’s home in a country where house prices 

have not appreciated, and this may have dampened incentives to engage in 

equity withdrawal through the sale of the home in Germany relative to countries 

such as Australia and the UK (Ong et al 2013a).  

In addition to the development of the mortgage market, the nature of the housing 

market also influences mobility in housing with dynamic housing systems (that is, 

housing systems that have greater movement and volume of sales) much more 

likely to feature a large volume of speculative property construction and a high 

rate of turnover of the existing housing stock than static systems (Van der Heijden 

et al. 2011). Whereas, in static housing systems, the purchaser of a property 

typically invests much more effort into the construction process for a longer-term 

stay (Ball et al. 1988; Dol et al. 2010). Hence, mobility rates will be higher in 

countries with dynamic housing systems (such as the UK), while in countries with 

static systems (such as Germany), changing housing preferences are more likely 

to result in home modifications rather than sale of one’s home which could also 

influence the take up of in situ home equity withdrawal (Van der Heijden et al. 

2011).  

The development of the mortgage market and the dynamic or static nature of the 

housing market are large factors in setting the right climate for in situ home equity 

withdrawal. However, supporting retirees to make well informed choices and to 

advocate for better home equity withdrawal products will also be instrumental in 

implementing successful reform in retirement income management. The next 

section looks at the contribution of housing to the financial wellbeing of retirees. 

2.6 The contribution of housing to overall wealth in retirement 

This section reviews literature regarding the impact housing equity has on overall 

fiscal wealth in retirement and is related to research question 1, ‘What is the 

financial position and wealth holdings of current and emerging retirees in 
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Australia?’ However, this section also establishes the need for RQ2, ‘What is the 

income of Australians aged 65 and over?’ by reviewing literature on what is 

known about Australian retiree income. In introducing this section, it is important 

to look at the fit of housing equity into financial portfolio development as 

established earlier in this literature review. In particular, because of the very large 

upfront and ongoing costs of home ownership and relative illiquidity of housing 

assets, housing equity can be difficult to place smoothly as part of strategic asset 

selection in a financial portfolio.  

Discussion of retirement income has generally focussed on Australia’s three-pillar 

approach to retirement income:  

- a safety net consisting of a means-tested Government age pension 

system 

- private savings generated through compulsory contributions to 

superannuation, (since the introduction of the compulsory superannuation 

guarantee in 1992) 

- voluntary savings through superannuation and other investments 

(Commonwealth of Australia 2012b). 

Within this three-pillar approach, the place of home equity would be presumably 

under “other investments”, along with being favourably accommodated in the age 

pension means test, and in some self-managed superannuation funds. That is 

not to say that home equity is less important. Throughout the past half century, 

home ownership has been considered a key pillar of Australian retirement 

planning, reinforced by tax and benefit subsidies for owner occupation (Bradbury, 

2010b, 2012a). 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 et al. 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 
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de-accumulating for income in retirement. The emphasis on superannuation is 

understandable to some extent, with total superannuation assets reaching $2 

trillion (APRA 2015) at the end of 2015, which was equivalent to Australia’s gross 

domestic product (GDP) in that year. Superannuation assets are predicted to 

reach 150 per cent of Australia’s GDP by around 2040 (PC 2012). However, there 

are surprisingly few empirical studies of the independent impact of home 

ownership and its duration on household wealth accumulation (Xiao et al. 2007) 

particularly considering the value of home ownership sits over $5.9 trillion (ABS 

2015), with one-third of Australian households owning their home without a 

mortgage (ABS 2012b).  

Home ownership is positively and significantly associated with wealth over time, 

even after controlling for other drivers of wealth accumulation (Xiao et al. 2007), 

although the impact varies considerably with income status (Turner et al. 2009). 

Lower income households had considerably less success in accumulating wealth 

through home ownership than other households in the US (Turner et al. 2009) 

and in Australia (Connolly et al. 2012).   

Overwhelmingly, the literature shows that housing dominates most Australian 

household portfolios, with the second-largest asset being superannuation, and 

other holdings of considerable value to households being in business assets and 

equity investments (Headey et al. 2005). Decumulating available equity and using 

it for income has still been shown to be problematic. 

This thesis will detail data on the mean and median proportions of housing wealth 

in Australian household portfolios and well as the income of Australian retirees. 

Data will be provided in Chapter 5 as well as analysis of the impact of key 

variables outlined in the literature such as time in home ownership, income, family 

and demographic characteristics in Chapters 6, 7 and 8.  

The next section examines the current contribution of home equity in easing 

financial stress in retirement and contributing to retirement income and wellbeing.  
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2.6.1 The contribution of home ownership and home equity to retirement 

wellbeing and consumption 

This section focuses on literature regarding the contribution that home ownership 

and housing equity can make to retirement lifestyles in terms of overall wellbeing 

as well as to funding spending/consumption. The main focus, however, will be on 

the financial benefits. Nevertheless, there have been several recent studies on 

the non-financial benefits of home ownership.  

Advocates for promoting home ownership claim that home ownership is 

consistently linked to improved life outcomes for individuals as well as to more 

cohesive communities (Skilling, 2004). Benefits may include better health and 

educational outcomes, greater security and independence, and more political and 

social participation (Skilling 2005; DiPasquale et al. 1999). International studies 

have also found that higher levels of home ownership are associated with a 

variety of positive outcomes (Rossi et al. 1996; Rohe et al. 1994). 

The pressure on older Australians to increasingly provide for themselves in 

retirement by tapping into their housing wealth is demonstrated by new policy 

reviews that have searched for solutions to funding of aged care in Australia. The 

Productivity Commission report on the aged care sector argues that many older 

Australians with low income have substantial wealth, which gives them the 

capacity to meet their lifetime accommodation costs and to make a modest 

contribution to the costs of their care (PC 2011).  

Australians aged over 64 have a 35 per cent risk of living in poverty (in relation to 

the 60 per cent Henderson poverty line) and are experiencing a range of financial 

stresses with less social and government support in place than previous 

generations (ACOSS 2014). The literature also suggests an under-reporting of 

financial stress by retirees, with a US study finding that less than one-half (48 per 

cent) of respondents in an older adult survey with financial stress had sought 

advice in dealing with it (Federal Reserve Board 2013). This context may mean 

that older Australians will need to look to their own resources more than in 

previous generations. The lack of equity release may not necessarily be due to 
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the thinness of the ‘equity release’ market and may instead stem from low 

demand, rather than from any failure of the financial markets themselves (Disney 

et al. 2009). There may also be a lack of decumulation due to precautionary 

savings behaviours, with household wealth playing an insurance role with respect 

to unexpected financial expenditures as well as other unanticipated adverse 

events occurring during the life course, such as marital breakdown and ill health 

(Skinner 1996; Wood et al. 2010a).  

Retirement portfolios for younger Australians will look very different to baby 

boomers, with a greater dominance of superannuation and less home equity. 

Australian families are drawing down their housing wealth to meet the acute 

spending needs that accompany the earlier years of household formation, which 

potentially threatens the assumption that future Australians will enter old age with 

ample amounts of housing wealth over the long-term (Wood et al. 2012). Such 

evidence of generational differences in wealth accumulation and asset allocation 

suggests an analysis of generational cohorts could be more instructive for 

development of appropriate policy reform. 

Attitudinal change may also be apparent among baby boomers who are indicating 

that ‘traditional’ values that have typically prioritised family obligations and 

underpinned bequest motives are being eroded in favour of the construction of 

more self-centred lifestyles (Olsberg et al. 2005). Policy focus now needs to 

support older Australians’ growing desire for independence, flexibility and lifestyle 

choices which may be increasingly driving decision-making about the use of 

housing in retirement. 

Purposeful moves by governments to encourage use of the family home to fund 

retirement needs, as well as increasing willingness to draw down housing wealth 

over their lifetime, has been assisted by deregulation in the financial sector. At a 

macro level, this represents a seemingly common-sense solution to the 

increasing fiscal pressures associated with population ageing. However, the 

move towards housing asset based welfare is predicated on the assumption that 

investment in ‘bricks and mortar’ will yield significant returns as house prices 

continue to increase indefinitely. In contrast, recent economic events have 
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highlighted the potential riskiness of housing as a vehicle to fund retirement. 

These risks are augmented by life shocks in later life that can significantly erode 

housing wealth (Wood et al. 2010a; Smith et al. 2010). Risk in home equity 

withdrawal will be discussed further in the next section. 

Wealth in the form of home equity has also been linked to increased consumption 

patterns. Pathways from housing wealth to consumption have emerged via the 

introduction of new mortgage products, which can have an effect on credit risk 

(Smith 2012). Increased credit risk is partially evidenced by the 1.65 million 

episodes of home ownership that were terminated by a move into rental housing 

in Australia over the period 2001–09 representing a move out of owner 

occupation by 20 per cent of Australian homeowners over this period (compared 

to 10 per cent in the UK) (Wood et al. 2012).  

Australia has one of the least affordable housing markets in the world 

(Worthington 2009). Unaffordable housing has implications for home ownership 

and rental stability, employment, health, labour market performance, aged care, 

finance, community sustainability, economic development and urban and 

regional development (Gabriel et al. 2005). 

Home ownership provides households with psycho-social benefits such as 

security, privacy, control and freedom from surveillance to a greater extent than 

households who rent (Stillman et al. 2010; Dupuis et al. 1998). These are thought 

to be important not just in themselves but also as mediating factors in associated 

outcomes, including improved educational levels for children, better mental and 

physical health, and higher levels of social connectedness and participation in 

community and voluntary organisations (Kearns et al. 2000; Hiscock et al. 2001). 

However, some of these effects can be attributed to either middle-higher incomes 

and/or long-term residence (Hulse et al. 2008a, 2008b).  

Home ownership has a strong impact on whether individuals are satisfied with 

their home and smaller but meaningful effects on whether individuals are satisfied 

with their inclusion in the local community and with their neighbourhood (Stillman 

et al. 2010). However, home ownership has been found to have at most a small 

positive impact on overall measures of life satisfaction, but does lead to better 
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feelings of inclusion and satisfaction with one’s neighbourhood, particularly for 

single men and couples (Stillman et al. 2010).  

Turning now to the potential financial benefits of home ownership, there is 

evidence of a saving in rent for retirees who own their houses outright, but also 

evidence that there are many homeowners who may have significant ongoing 

costs with their home (Bradbury 2010b). Expenses such as outstanding debt, 

rates, insurance, maintenance, depreciation and repairs, as well as costs for 

expenses such as transport if their housing is a long way from their preferred 

social networks and services (Bradbury 2010b). However, for the vast majority, 

the benefits of outright home ownership will outweigh even the ongoing costs 

associated with the home, particularly when compared to rental affordability in 

retirement. 

Subsequent work is needed to evaluate how policy changes might enhance 

wellbeing in times of financial crisis, such as making the retirement process more 

flexible, and by supporting annuitisation of retirement assets (Chai et al. 2011). 

There is a concern that Australia’s policy settings are out-dated, because they 

are based on a linear vision of ‘housing careers’ (Wood et al. 2012). In the linear 

housing career Australians move smoothly from the parental home, through a 

period in rental housing spent saving a deposit to help leverage purchase of 

housing, which is paid off before retirement as an outright owner. Housing careers 

are now more fluid with growing numbers of owners on the margins, struggling 

financially to hold on as owners. The housing wealth held by these marginal 

owners in their home has become more insecure (Wood et al. 2012). 

Risk management is a concern for retirees on the margins as well as the 

mainstream, and the subject of risk management in retirement is growing in 

prominence. A retirement risk zone as being commonly defined as the final 10 

years of working life (end of the accumulation phase) and the first 10 years of 

retirement (start of the decumulation phase) (Doran et al. 2012).  

Risk management is confounded by the emergence of consumption shifts toward 

greater health expenses, and a move away from bequest motives. Variables such 

as health shocks and family circumstances will impact on decumulation of 
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housing stock (Chiuri et al. 2003). Products such as reverse mortgages have 

been found to put upward pressure on house prices, for example by reducing 

selling pressure and decreasing supply as the population ages, but conversely 

population ageing has also been found to have a dampening effect on house 

prices by, for example, a lack of upkeep slowing price appreciation (Guest et al. 

2010). Overall, research on decumulation of housing stock has been judged as 

insufficient (Ong et al. 2013b).  

Home equity decumulation rates have generally been found to not vary by family 

composition or presence of children, which contradicts one basic argument of the 

bequest hypothesis, namely, that families with children should decumulate wealth 

more slowly than singles (Chiuri et al. 2003). Another dynamic regarding housing 

wealth is its link to consumption and the paradox that any impact on middle-age 

consumption patterns could also have a flow of effect of slowing house price 

growth and vice versa. A consumption response to the housing wealth observed 

in 2003-04 was greatest for the middle-age group of homeowners and that the 

cohort aged 60+ in 2003-04 was less willing than mid-age cohorts to extract 

equity from the increased value of their owner-occupied dwellings to fund 

increases in household consumption (Yates et al. 2010). A slowdown in house 

price growth may reduce both the capacity and the willingness of the baby 

boomer generation to maintain their current levels of consumption, reinforcing the 

need for suitable home equity withdrawal mechanisms to be as efficient and low 

cost as possible. 

The importance of home ownership for current retirees is potentially flagged in 

the AMP retirement adequacy index (2011) which includes projections for young 

people aged 20-24 of superannuation in the order of $825,000 and other assets 

(excluding the family home) of approximately $200,000 at retirement. Whereas 

AMP’s projections for 65-69 year old’s retirement balances were $102,000 for 

superannuation and approximately $225,000 for other assets (excluding the 

family home) (AMP 2011). These projections indicate the need for different 

strategies for different cohorts when developing retirement income strategies. 
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Chapters 5 and 7 will provide more comprehensive data on wealth components 

across various ages. 

In terms of the relationship between housing wealth and consumption, a study 

using results from the US Bureau of Labor Statistics' Consumer Expenditure 

Survey and the Federal Reserve Board's Survey of Consumer Finances, show 

that both household income and financial and housing wealth exert significant 

positive effects on total consumption (Bostic et al. 2009). Further, the sensitivity 

of total consumption to an asset’s value is larger for housing than for financial 

holdings. The relationship between consumption and housing wealth is not fully 

understood, with theoretical literature providing only limited guidance on how 

consumption responds to shocks in housing wealth (Gan 2010). The relationship 

between housing wealth and consumption is not covered in detail in this thesis 

and is another area of further research. 

Consumption in Australia is also heavily influenced by geographic variations in 

home ownership. Across Statistical Local Areas (SLAs), many of which have 

relatively small populations, comparatively high ownership rates were found in 

and around capital cities with over 75 per cent of households in capital cities 

owning their dwelling (with or without a mortgage) (ABS 2003). The detail on the 

significance of geographic variation is outside of the scope of this thesis and is 

an area of future research. However, some further detail on regional variations in 

home ownership is provided in Chapter 6.  

Location of rates of home ownership are important because a decline in the home 

purchase rate means that there is increased demand elsewhere in the housing 

system, which will predominantly manifest in the private or public rental market, 

in a slowing in the household formation rate (typically younger people living with 

their parents for longer), or an increase in the rate of households sharing a 

dwelling (Wood et al. 2010b). Increased demand in the private and public rental 

sectors can lead to increased government expenditures on housing assistance. 

A sustained decline in the rate of home purchase (particularly among younger 

people) can lead to fewer outright owners in the future, with the resulting loss of 

benefits of home ownership (Ong et al. 2013b). 
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For many retirees, home ownership does not necessarily lead to financial 

wellbeing in retirement. Income poverty in retirement has been an area identified 

as under-researched and a cause for growing concern, with increased pressure 

on Australia’s Age Pension budget and rising costs of living coupled with an 

ageing population profile (PC 2015). In the context of high levels of risk of poverty, 

a large proportion of retiree home equity in wealth portfolios and increased 

pressure on government budgets, there is a growing case to test the market for 

more home equity release to supplement retiree income which is a key motivator 

for this thesis. This thesis will also focus on the potential retirees have to smooth 

their retirement consumption by decumulating assets such as housing equity 

which is the subject of the next section. 

2.6.2 Current utilisation of home equity for income in retirement 

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). This thesis has already established that retiree housing equity 

is a potential source of income. However, evidence points to underutilisation of 

the housing stock of elderly families in supporting and increasing the living 

standard of the elderly (Bradbury 2010b, 2012a; Productive Ageing Centre 

2012b). This section will explore options for operationalising home equity 

decumulation. 

The size of the reverse mortgage market in Australia only represents a small 

fraction (0.44%) of the over $830 billion in non-mortgaged housing equity of 

Australian retirees in 2014 as detailed in Chapters 6 and 7. There is a reticence 

from retirees to take on reverse mortgages with less than 10 per cent of both 

retired and pre-retired respondents reporting that they had used or intended to 

use, reverse mortgages or home financing (Productive Ageing Centre 2012b).  
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The lack of uptake on current products such as reverse mortgages from banks 

could stem from a range of issues, such as uncompetitive interest rates, fees and 

charges, or simply from a reluctance from retirees to touch their housing equity 

(Bridge et al. 2010).  

Confidence in financial products may have been impacted by events surrounding 

the 2008 widespread financial crisis. 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 

securitised packages bought by banks around the world – with a disconnect 

between the mortgages and their owners (Sykes 2010; Allen et al. 2010, Leviton 

1999).   

Retirees have identified that when considering home equity release the key 

factors influencing their choice of reverse mortgage lender include: access to 

information and advice, no negative equity guarantee (NNEG), the 

competitiveness of interest rates, valuation estimates (i.e. loan value ratios, 

LVRs), ongoing fees and charges, their relationship with the broker/lender and 

the reputation of the lender (Bridge et al. 2010). What Bridge’s et al. 2010 

research clarifies is that no one factor will be the ‘nudge’ (Thaler et al. 2008) to 

increase the take up of home equity release in retirement. Rather, a range of 

factors need to be considered to attract retirees to home equity release to 

supplement retirement income. 

Recent products in this market suggest that a spectrum of options is being tried. 

For example, Bendigo Bank’s ‘Homesafe Wealth Release’ is available in Victoria 

and New South Wales and allows a retiree to sell a share of the future sale value 

of their home in exchange for a lump sum cash amount (Bendigo Bank 2016). 

Other products, such as Property Options for Pensioners and Investors (or POPI), 

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 2016).   

In addition to the range of banks that offer reverse mortgages, home reversion 

schemes and reverse annuity mortgages, there have been a few new products 



68 

 

 

emerging onto the Australian home equity release market in recent years. One 

such product is Domacom which became operational in 2013 and provides 

fractionalised investment in housing, effectively a regulated managed investment 

scheme.  

What perhaps differentiates Domacom in the list of new products, is that 

Domacom’s products require their customers to go through a financial planner 

and are regulated, thereby allowing the product to be on a licensee’s Approved 

Product Listing. Domacom has recently applied to have a seniors-specific product 

for home equity release approved by the Australian Securities and Investments 

Commission (ASIC), which may better meet the risk profile and needs of retirees 

than current reverse mortgages (Domacom 2016).  

A relatively common view 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 (Chen et al. 

1985). However, there is growing evidence that older Australians are becoming 

more amenable to considering a debt-free home equity product if it has a 

government guarantee (Harper 2011). Evidence of increased confidence with a 

government guarantee is shown to some extent in the US, with over 90 per cent 

of all reverse mortgages based on the Federal Home-Equity-Conversion-

Mortgage (HECM) Program (Bishop et al. 2008; Gotman 2011), under which the 

Federal Housing Association is responsible for accrediting financial institutions 

providing the HECM reverse mortgages. The involvement of the US government 

in the reverse mortgage market, and its willingness to assume a guarantor-type 

role has inspired more confidence in the use of HECMs than proprietary reverse 

mortgages that are not government-backed. 

While there are several ways of measuring downsizing, there is a broad 

consensus that downsizing refers to the consumption of less housing; however, 

the market for downsizing in Australia is small, with many retirees struggling to 

find a suitable home in a suitable area that costs less money than the house in 

which they are currently residing (Judd et al. 2012). For example, a national 

survey of 7000 older people found only 10.6 per cent of respondents who had 
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moved recently had moved to a smaller home (Olsberg et al. 2005). 

Overall, the research literature indicates that downsizing is a relatively under-

researched and under-theorised area of study. Nevertheless, this thesis will be 

mainly focussed on in situ housing equity withdrawal, which has been identified 

as having potential in terms of providing income supplementation for Australian 

retirees (Johnson et al. 2015).  

Further review of literature on the potential for home equity release to supplement 

retirement income is outlined in the next section. 

2.7 Potential of home equity release to support financial 

wellbeing in retirement  

This thesis has investigated possible parameters for a product that would match 

the needs of Australian retirees who would benefit from home equity withdrawal. 

Housing equity can play an insurance role with respect to unexpected financial 

expenditures as well as other unanticipated adverse events occurring during the 

life course (Bridge et al. 2010). Home equity has also been used by retirees for 

broader lifestyle consumption needs such as holidays, everyday consumption, as 

well as intergenerational transfers (Olsberg et al. 2005). In addition, some reverse 

mortgage borrowers have been found to be using the funds released to provide 

financial assistance to their relatives and for payment of aged care 

accommodation bonds for their parents (ASIC 2007). Also, approximately five per 

cent of outright owners (mortgagors) would downsize to release funds to 

financially assist their children or other family members (Olsberg et al. 2005).  

There is evidence that homeowners have shown a preference to draw on home 

equity by financial services that do not require selling the house, such as 

refinancing the mortgage, or home equity lines of credit, such as reverse 

mortgages when major negative income shocks have occurred and people 

needed resources to finance consumption (Piggott et al. 2004; Chiuri et al. 2006). 

Positive house price shocks have been found to lead to consumption booms 

among the elderly and a fall in aggregate demand for housing, whereas positive 
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income shocks lead to consumption booms among the young and a rise in 

aggregate demand for housing (Attanasio et al. 2012).  

A growing number of social policy specialists outline that there is a growing 

emphasis on the welfare role of housing wealth (Wood et al. 2013; Doling et al. 

2010). In Australia, research shows that asset-based welfare has played a long-

standing and prominent role as a pillar supporting retirement incomes policy 

(Castles 1998), but in more recent times it has also become more important in 

earlier stages of the life course through equity borrowing and even selling up. 

Targeting assistance to individuals who are less successful in smoothing their 

wellbeing across the retirement stage of the life cycle would be more effective 

than general policy measures affecting all households (Barrett et al. 2011).  

Pressure on welfare systems is likely to exacerbate income poverty among older 

Australians. Poverty is a relative concept used to describe the circumstance of 

people in a society that cannot afford the essentials that others take for granted. 

While many Australians juggle payments of bills, people living in poverty have to 

make difficult choices, such as skipping a meal to pay for a child’s textbooks. 

People 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). 

Poverty is often measured using ‘poverty lines’14. These measure ‘income 

poverty’; the number of people living beneath an unacceptably low-income level. 

The Henderson poverty line, established during the Henderson inquiry into 

poverty in the 1970s, is still often quoted as the poverty line in Australia (ACOSS 

                                                           

14 Poverty Lines: Australia is a quarterly report, published by Melbourne Institute of Applied Economic and 
Social Research, University of Melbourne, based on the Henderson Poverty Lines as defined in the 1973 
Commonwealth Commission of Inquiry into Poverty. It is standard reference material for those concerned 
with social welfare policy in Australia. Minimum income levels required to avoid a situation of poverty are 
presented for a range of family sizes and circumstances. The updated poverty lines take into account 
changes in the average income level of all Australians, reflecting the idea that poverty is relative. Each 
issue includes a table indicating changes in the purchasing power of the poverty lines and a table 
comparing welfare payment levels with poverty lines for various family types. 
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2012). However, other measures have been used, including more recently, the 

Organisation for Economic Cooperation and Development (OECD) poverty line, 

set at 50 per cent of the equivalised median household income for all Australian 

households (OECD 2013b), and the poverty line used by the European Union 

and the UK, set at less than 60 per cent of median income. Another method of 

measuring poverty is to look at what essential items people are missing through 

a lack of sufficient income or through having to spend a disproportionate amount 

of their income on certain costs above others. For example, household spending 

on housing and utilities, instead of food. The lack of essentials is known as 

‘deprivation’ (ACOSS 2012). 

Table 1 provides detail on the poverty lines for Australian family types in 2006, 

based on 50 per cent and 60 per cent of median income. The group most 

experiencing income poverty is single people over the age of 65, 47 per cent of 

whom were living under the poverty line in 2006.  

Table 1: Estimated percentage of each group living below poverty lines 

(2006) 

Family Type 50% of median income 

poverty line 

60% of median income 

poverty line 

Single adult person 25% 30% 

Couple, no children 7% 11% 

Single person, 64+ 47% 66% 

Couple, 64+ 18% 44% 

Couple with children 7% 12% 

Lone parent families 16% 33% 

Unemployed people 45% 65% 

All 11% 19% 

Source: ACOSS 2008, Poverty in Australia, update on those affected. Available: www.acoss.org.au.  

The circumstance of having assets, but not enough income is evident in Australia 

and points to the potential for an increasing role for home equity in supporting 
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retirement lifestyles and aged care (Chiuri et al. 2010). 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. In addition, 

from an economy-wide point of view, the rapid gains in life expectancy and the 

rising population share of the older citizens will undermine the sustainability of 

national welfare systems unless retirees will be able to finance an increasing 

portion of their expenditures with accumulated assets (Johnson et al. 2015).  

Another important factor that is an area of further research when examining 

financial needs in retirement is health concerns. Older households tend to reduce 

their housing consumption after triggers such as a sudden decline in health (Clark 

et al. 2006). Changing household composition is also found to have an impact on 

housing choice, either due to relationship breakdown, children leaving the family 

home, death of a partner or partner needing to move into an aged care or health 

facility (Judd et al. 2012). Disability and major health issues also have an impact 

on housing composition, with renters (14 per cent) and boarders (17 per cent) 

more likely to have to relocate because of disability and/or age than owner-

occupiers (6 per cent for fully owned-occupiers, 5 per cent for those with a 

mortgage) (Judd et al. 2012). Less movement of owner-occupiers is likely due to 

the greater ease of home modification for owner-occupiers compared to other 

tenure types (Pynoos et al. 2009). The impact of health in ageing and medical 

expenses are substantial issues in terms of retirement consumption, but will not 

be detailed in this thesis, but rather, identified as an area of further research.  

This thesis will, however, be placing emphasis on housing equity in portfolio 

composition in the context of financial stress, poverty persistence and income in 

retirement. The question of implementation of any reform to home equity use in 

retirement is also critical and points to the capacity of individuals to support their 

financial wellbeing in retirement. The change in levels of home ownership across 

generations that was established earlier in this literature review chapter means 

that increasingly, the traditional mechanisms that spread mortality and longevity 

risk across a population group are increasingly being replaced by savings 

vehicles that leave this obligation in the hands of individual households (Mitchell 
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et al. 1998). As the responsibility for financial longevity is increasingly being 

placed as the responsibility of individuals, financial capability is critical and is 

explored in the next section. 

2.8 Impact of enhanced financial capability of financial wellbeing 

in retirement 

This section reviews literature regarding the potential of enhanced financial 

capability on positively impacting on wealth accumulation and financial wellbeing 

in retirement.  

There is no single, agreed-upon definition of financial capability. However, for the 

purposes of this thesis, financial capability covers knowledge and confidence in 

financial decision-making. For example, the American National Financial 

Capability Survey focuses on four components of financial knowledge and 

behaviour: (i) whether respondents can pay their bills and/or whether they spend 

more than their income; (ii) savings behaviours, including saving for retirement, 

a rainy day, or a child’s education; (iii) financial products that respondents use 

and whether they use them effectively; (iv) financial knowledge, behaviour in their 

financial decision-making and numeracy (Mottola et al. 2017). 

Even simply undertaking to enter home ownership can enable engagement with 

financial products and financial service providers. However, this section also 

provides some foundation to potentially operationalise any changes to decision-

making for current and future retirees regarding potential home equity release 

products, through enhanced financial capability.  

In the context of this thesis, the increasing emphasis on individual responsibility 

for financial capability was noted which also 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 include those in the highest household income quintile, who 

have at least finished high school, and were aged 55 and over (Productive Ageing 
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Centre 2012b). This finding suggests that those pre-retirees with higher human 

capital were those most likely to have made more extensive plans for their 

retirement (Productive Ageing Centre 2012b). 

In terms of financial literacy, the Australian Productive Ageing Centre sponsored 

a study of approximately 2,300 40-75 year olds which produced the following 

results, including a breakdown on gender:  

- men performed better on the financial knowledge quiz than women  

- older men did better than the youngest age group (40-49 years)  

- men were more over-confident, they thought they had more questions correct  

- women rate their understanding of investing and retirement planning lower  

- one-half of respondents budget, one in five respondents could not last a 

month if they lost their main source of income, one in three felt they could last 

at least six months.  

- of those not retired, 63 per cent felt behind in planning for retirement or did 

not know. 

These survey results highlight potential client growth groups for financial 

planners, namely women, young people, people will less financial capability. The 

barriers to reaching these potential clients are discussed next. 

When considering visiting a financial professional for advice, individuals’ anxiety 

was based on two main issues: (1) expectations of being negatively judged by 

the financial professional (evaluation anxiety) or (2) feelings of discomfort at the 

prospect of sharing personal information with a professional advisor (disclosure 

anxiety) (Productive Ageing Centre 2012c). 

In addition, retirement planning decisions are often based on intuition rather than 

objective analysis and are likely to be influenced by a range of personal biases 

and heuristics such as availability bias or representative bias (Kahneman et al. 

1982). For example, heuristics are likely to come into play when assessing 

products such as lifetime annuities versus allocated pensions. Respondents were 

found to judge the likelihood of outcomes such as the likelihood of loss on 
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investments or living a long time, by making comparisons to their mental 

representation of that event of situation (Mitchell et al. 2011). Consumers do not 

often reliably know their own preferences; and governments and providers of 

financial service could design ‘nudges’ to help people make rational financial 

decisions (Thaler et al. 2008). In the case of fiscal decisions in retirement, default 

rules may well be preferable to financial education, because the defaults help the 

individual to overcome procrastination, present-bias and hyperbolic discounting 

that hinders long-term investment (Sunstein 2015). 

One area of significant ‘availability’ is mass media. The US sub-prime housing 

crisis and its broader implications for national and global financial systems has 

generated much more attention in the media to the financial and non-financial 

risks associated with home ownership than previously (Hulse et al. 2010). Other 

perceptions are often judged with little information. For example, in the US, 

people greatly underestimate the probability of needing, (and the cost of), nursing 

home care and aged care which is set to grow rapidly as a major funding issue 

for governments and individuals (Mitchell and Moore 1998). 

Advocates of structural approaches to consumption behaviour argue that the 

economic approach fails to consider the structural and biological aspects of 

ageing (Frenzen et al. 1994). Similarly, research shows that we too often make 

decisions based on emotion and scanty evidence. This error, referred to as 

‘affect’ (affect heuristics) is related to the confirmation bias (Shefrin 2007; Mitchell 

et al. 2011). This heuristic bias is alluded to by researchers (Hulse et al. 2010; 

Wood et al. 2012) who argue that the benefits of home ownership are often taken 

for granted: lower housing costs over time, building wealth as dwelling prices 

increase, and improved security and wellbeing. Although social and demographic 

factors are often included in econometric estimates of consumer demand 

equations, they are operationalised as ‘preference shifters’ with little attention 

paid to why such factors are important in explaining expenditure (Frenzen et al. 

1994). 

There is something of a ‘disconnect’ that exists between the plans and 

expectations of people approaching retirement and the likely reality that they face. 
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Most people expect to retire before 65, and expect the main source of income in 

retirement to be sources other than government pensions (Productive Ageing 

Centre 2012b). This expectation is difficult to reconcile with data that shows the 

proportion of Australian retirees whose main source of income was 

superannuation or other annuities as 17.4 per cent for males and 10.3 per cent 

for females (ABS 2010a). 

Financial preparedness in retirement, and capability to identify other 

determinants of financial wellbeing in retirement including decumulating housing 

equity is an area needing further research (Bradbury et al. 2012). Olsberg et al. 

(2005) observe evidence of poor financial planning and lack of literacy regarding 

government benefits. Bridge et al. (2010) also highlight a need for more detailed 

evaluations of the impact of taxation on products such as reverse mortgages to 

inform household decision-making on retirement income planning.  

Based on current retiree and pre-retiree financial capability, a viable income 

supplementation system using home equity needs would seem to need to have 

quality financial advice embedded in the process so that older Australians are not 

left financial vulnerable in retirement. This thesis will examine financial capability 

regarding retirement planning and potential ways to build and support capacity to 

smooth retirement income including through decumulation of housing equity. 

Areas of further research that have been identified in this literature review include 

issues regarding gender and wealth accumulation and retirement lifestyles; 

regional variation in housing wealth and retirement lifestyles; health and medical 

expenditure in retirement; and the relationship between housing wealth and 

consumption. The summary and conclusions from this literature review are 

outlined in the next section. 

2.9 Summary and conclusions from the literature review 

This section has provided an overview of literature on key aspects of Australian 

home ownership including comparisons with other countries, and given 

background and context on the state of home ownership, wealth and retirement 

in Australia.  
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The applicability of key theories including the life cycle theory of consumption and 

portfolio selection theory were explored and found to be in need of adaptation in 

interpretation to be more relevant for modern retiree asset holdings and 

circumstances.  

The literature on the Australian context for home ownership has outlined that 

Australians have, overall, high levels of home ownership particularly among 

retirees compared to other developed countries. The literature also shows that 

across many countries, household incomes fall after retirement. However, this fall 

is still particularly steep in Australia because of the lack of earnings-related 

pensions in Australia and the immaturity of the superannuation system for current 

retirees (Bradbury 2010a).  

The literature also shows that affordability of home purchasing and renting has 

been declining in Australia, which potentially affects wealth accumulation over the 

life cycle. Research has outlined that home ownership has been considered a 

central pillar of Australian retirement planning; however, housing equity has not 

been the subject of adequate research in terms of providing retirement income 

(Brownfield 2014) and little research has been done on the risk analysis of equity 

release products (Alai et al. 2014). 

Further, the literature highlights the potential of structural changes and key 

variables on entry into home ownership as well as supporting capacity to maintain 

home ownership. This thesis will incorporate variables related to family dynamics 

to examine any relationship between those variables, wealth accumulation and 

home ownership utility.  

This thesis will contribute to filling the identified gaps in literature by examining 

the extent to which homeowners maintain adequate retirement income and/or 

experience financial stress, as well as the best way to operationalise a 

decumulation of home equity to ease financial stress through income 

supplementation.   
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In particular, the contribution to the gap in literature that this thesis seeks to make 

informs the primary research question (PRQ): 

PRQ: Could the housing equity of Australia’s baby boomers supplement 

their retirement income? 

The literature has suggested the focus of the research questions should include 

analysis of:  

- The financial position and wealth holdings of current and emerging 

retirees in Australia. (RQ1)  

- The income of Australians aged 65 and over in Australia. (RQ2) 

- The level of financial stress and risk of poverty at retirement for retirees 

in Australia. (RQ3) 

- How retiree property wealth is currently, and potentially, able to 

contribute to retirement income and lifestyle in Australia? (RQ4) 

Overall, the response to these research questions will provide an assessment of 

the current use of home equity for retiree income supplementation, but will also 

inform discussion on the potential impact of property ownership post-retirement—

identifying where capacity exists to support retirement income needs using 

housing equity, for different households. 

Financial capability and take-up of decumulation financial products was also 

reviewed from literature, which showed that increasing financial capability is 

important, because the responsibility for financial longevity is increasingly being 

placed as the responsibility of individual households. However, financial 

preparedness in retirement, and capability to identify other determinants of 

financial wellbeing in retirement including decumulating housing equity is an area 

needing further research (Bradbury et al. 2012). 

Drawing together the key observations from the existing literature, housing equity 

withdrawal is likely to grow at a faster rate in Australia in the future than the other 

countries reviewed in this chapter. The significant house price appreciation 

experienced in Australia over the last few decades, together with other favourable 

policy settings related to housing equity, will have fuelled incentives to channel 
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housing wealth to fund consumption needs. However, financial market innovation 

is still needed to make housing wealth more fungible (Ong et al. 2013a), thereby 

providing homeowners with vehicles that allow them to respond to these sharper 

incentives.  

Interestingly, despite its well-developed mortgage market, Australian 

homeowners aged 75–80 years are more likely to move into renting than 

homeowners in the same age group in the UK or US (Chiuri et al. 2010). However, 

Chiuri et al. (2010) do suggest that cross-country differences in the decumulation 

rates among retirees might be related to differences in the choice of entering in a 

nursing home, which could also impact on rental choices. In addition, Australia’s 

rental market has the absence of rent controls and security of tenure which 

means that older homeowners are unlikely to be willing to sell and move into the 

rental market unless they have no other option. The literature review established 

that the incidence of financial distress is higher among those who sell up and rent 

than those who trade on or withdraw equity in situ, possibly indicating that selling 

up and renting is usually viewed as a measure of last resort. The move to the 

rental market in retirement therefore indicates a potential gap in the home equity 

withdrawal market. As noted previously in this literature review, housing wealth 

is being used to fund everyday consumption needs in Australia rather than just to 

fulfil precautionary savings motives. Home equity withdrawal is occurring earlier 

in the life cycle than retirement, supported by the availability of mortgage equity 

withdrawal products.   

The research on housing equity liquidity in retiree decision-making has been 

judged as insufficient by behavioural economists (Bradbury 2010b, 2012a; Munro 

2011). The literature on the financial life cycle as it relates to housing equity also 

shows a gap in research regarding the place of home ownership in supporting 

retirement consumption and productive, healthy ageing (Wood et al. 2012; 

Courant et al. 1984). This review of literature sets the context for the research 

and has outlined the gaps in current research to be explored in this thesis.   

To the extent that home equity withdrawal is exercised by mortgage equity 

withdrawal over the life course (and not just post-retirement), more and more 
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older Australians will approach retirement with outstanding debt, that is either 

paid off from lump sum superannuation payouts, or by regular repayments which 

are a drain on retirement pensions. In addition, future retirees may have more 

acceptance of the need to decumulate home equity to smooth consumption in 

retirement. Retirees accessing their home equity could have important 

ramifications for the effectiveness of the retirement income system in Australia. 

These issues are considered in greater detail in the statistical analysis in the data 

chapter, Chapter 5. 

Insights from this literature review are further discussed in the next chapter which 

is comprised of a pre-publication version of a journal article entitled “Put it on the 

House: the promising, largely untapped potential for Australian home equity in 

retirement”’ which was published in JASSA: The Finsia Journal of Applied 

Finance, in 2014.  
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Chapter 3: Building the case for home equity 

decumulation in the retirement income mix 
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3.1 Introduction 

What follows is the author-manuscript (pre-print) version of a journal article 

reproduced in accordance with the copyright policy of the publisher. The journal 

article entitled “Put it on the House: the promising, largely untapped potential for 

Australian home equity in retirement”’ was published in JASSA: The Finsia 

Journal of Applied Finance, in 2014.The original publication is available at 

https://www.finsia.com/docs/default-source/jassa-new/jassa-2014/jassa-2014-

issue-1/jassa_1_2014_put-it-on-the-house--the-promising-largely-untapped-

potential-for-australian-home-equity-in-retirement.pdf?sfvrsn=10.  

The candidate’s contribution to this paper includes the initial concept and 

empirical design, collection and analysis of data, and the writing and preparation 

of the manuscript. 

This chapter/article presents a brief summary of the main insights of the literature 

review in Chapter 2 and discusses connections to the problem of maintaining 

acceptable levels of retirement income, in relationship to Australian retirees. This 

chapter then extends the literature to challenge existing retirement income 

options in Australia and argues the case for more analysis of home equity 

decumulation products.  

3.2 Abstract 

Concern for the financial welfare of Australian retirees is growing with the first of 

Australia’s generation of baby boomers starting to retire and government and 

community resources for the aged being increasingly stretched. The financial 

well-being of some retirees may be tested even though most baby boomers own 

their principal place of residence. This chapter examines the potential role that 

home equity can take in supporting retirement lifestyles in Australia, the present 

gap in appropriate financial products, decumulation phase planning and 

consumer awareness of the options in this area.  

https://www.finsia.com/docs/default-source/jassa-new/jassa-2014/jassa-2014-issue-1/jassa_1_2014_put-it-on-the-house--the-promising-largely-untapped-potential-for-australian-home-equity-in-retirement.pdf?sfvrsn=10
https://www.finsia.com/docs/default-source/jassa-new/jassa-2014/jassa-2014-issue-1/jassa_1_2014_put-it-on-the-house--the-promising-largely-untapped-potential-for-australian-home-equity-in-retirement.pdf?sfvrsn=10
https://www.finsia.com/docs/default-source/jassa-new/jassa-2014/jassa-2014-issue-1/jassa_1_2014_put-it-on-the-house--the-promising-largely-untapped-potential-for-australian-home-equity-in-retirement.pdf?sfvrsn=10
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3.3 Purpose of chapter 

The purpose of this analysis is to provide insights into the current and potential 

utilisation of home equity in supporting retirement incomes and healthy ageing in 

Australia. The extant literature on Australian home ownership has identified that 

Australians have relatively high levels of home ownership, particularly among 

older age groups, when compared with other developed countries. The literature 

also shows that affordability of housing, both for purchase and renting, has 

continuously declined in Australia over the past three decades. Potentially, this 

can affect wealth accumulation over the life cycle, thereby placing pressure on 

related housing sectors, including the rental market and public housing.  

The biggest factor relating to this pressure on housing is the ageing of the 

Australian population, one of the most important systemic shifts and policy 

challenges for Australian public policy makers and private industry. From 2007 to 

2051, the proportion of the Australian population aged 65 and over will increase 

from 13 per cent (2.8 million) to between 23 per cent and 25 per cent (7.8 million 

and 10.4 million) while that for persons aged 85 years and over will more than 

quadruple from 0.3 million in 2007 to 1.73 million in 2056 (ABS 2006b). For the 

most part, discussion about retirement income has generally focused on 

Australia’s three-pillar approach to retirement income, comprising: (i) a safety net 

consisting of a means-tested government-funded age pension system; (ii) private 

savings generated through compulsory contributions under the superannuation 

guarantee; and (iii) voluntary individual savings through superannuation and 

other investments (Commonwealth of Australia 2012b).  

There may be potential for increased consideration by consumers of the phases 

of wealth and related strategies and products, that is, accumulation, holding and 

decumulation throughout the life cycle, with particular focus needed after 

retirement (Spicer et al. 2013). A survey on the financial literacy of 2,200 

Australians aged 40–74 years in 2011–12 found that financial knowledge is 

higher among people aged 50 years and over compared with their younger 

counterparts. Women were found to have lower levels of self-assessed 

knowledge than males. Professional financial advice was currently being 
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accessed by 18 per cent of respondents and had previously been used by 41 per 

cent (Productive Ageing Centre 2013). While there is a large decline in the use 

of professional financial advisers once people reach retirement, this could be an 

area of potential growth for advice, that is, managing the decumulation phase of 

retirement, including assets such as housing. 

While home ownership has long been considered a central pillar of Australian 

retirement planning in terms of its impact on wealth, reinforced by tax and benefit 

subsidies, housing equity has seldom been the subject of research in terms of 

the provision of retirement income (Bradbury 2010a, 2010b; Bradbury et al. 2010; 

Bradbury et al. 2012; Productive Ageing Centre 2012c). 

The question of how households may achieve decumulation of housing equity, 

particularly when faced with financial stress or a health shock, needs to take into 

account both the risk profile of individual Australian retirees and also the 

embryonic state of large-scale management of the retirement decumulation 

phase.  

As well as the option of downsizing, products such as reverse mortgages1 and 

reverse annuity mortgages (RAMs)2 already exist. But there are gaps in the 

options that are available to retirees when looking to decumulate housing equity. 

For instance, only a fraction of the 5.5 million baby boomers will have the option 

to downsize their property in terms of price. Recent research has turned to new 

financial instruments to increase options for funding housing, including ‘housing 

supply bonds’ which are designed to channel private investment into the 

affordable rental market in the form of an increased supply of community housing 

(Lawson et al. 2012a).  

The Productivity Commission report, which was released in November 2013, 

offered suggestions to ease the fiscal pressure of an ageing population such as 

increasing the age pension entitlement age to 70, and a housing equity release 

scheme targeted at older households. This equity release scheme would, for 

example, require individuals to contribute around half the annual real increase in 

their home values towards aged care services. However, this scheme would be 

less fair to those owners who became buyers late in their life cycle and had not 
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benefited from a lifetime of equity growth. Some older householders may have 

just paid off their mortgage or still be paying it off. There is also an assumption 

that house prices will keep going up. As recent fiscal crises have highlighted, 

there would need to be another option for when house prices are on a downward 

trajectory.  

In 2013, a new ‘fractional investment’ product was launched enabling investors 

and property owners to trade fractional investments in real property represented 

by units in a fund linked to a specific property of their choice (DomaCom 2013). 

This type of product is perhaps an indication of other options for both investors 

and property owners that are likely to change the way housing equity is drawn 

down in Australia by an ageing population. 

This work highlights the potential for new financial products designed for the 

decumulation of existing housing equity. However, as highlighted in the housing 

supply bond research, ‘…development of any new financial product needs 

detailed examination of the local regime influencing the flow of investment and 

pace of development, and also requires extensive consultation and awareness 

raising among key industry stakeholders’ (Lawson et al. 2012a).  

In sharp contrast, the role of superannuation has been the subject of much policy, 

media and academic attention, as it represents a highly effective tool for 

accumulating savings and decumulating for income in retirement. Total 

superannuation assets reached $1.6 trillion as at June 2013 (ASFA 2013), which 

is equivalent to estimates of Australia’s gross domestic product (GDP) for 2013. 

The expectation is that Australia’s superannuation assets will exceed 150 per 

cent of GDP by around 2040 (PC 2012). However, considering that the value of 

Australian home ownership is currently more than $5 trillion (ABS 2013c), with 

one-third of Australian households owning their home without a mortgage (ABS 

2009), further innovation may be necessary to develop products for decumulating 

housing equity to provide retirement income. 
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3.4 Data analysis 

We use data from the Household, Income, and Labour Dynamics in Australia 

(HILDA) Survey as the main Australian source of comprehensive, high-quality, 

longitudinal panel data on individual and household economic and social 

dynamics (Wilkins et al. 2012; Melbourne Institute of Applied Economic and 

Social Research, 2012). The HILDA data shows that primary home value 

represents in excess of two-thirds of all net worth for respondents aged 45 years 

and over.  

Australia has a high rate of home ownership, particularly among retirees. What is 

of interest, and concern, is that while the proportion of Australian home owners 

aged 55 to 64 years has remained relatively stable between the 1994–96 period 

(80 per cent) and 2009–10 (82 per cent), the proportion of home owners aged 55 

to 64 with a mortgage has tripled from 10 per cent to 30 per cent in that same 

time (ABS 2004, 2011).  

Another issue is that some of those older Australians approaching retirement with 

outstanding mortgage debt may be paying off their mortgage debt using lump 

sum superannuation payouts that become accessible on reaching the 

preservation age. Some may choose not to pay off their mortgage quickly and 

instead redirect funds into superannuation for personal tax effectiveness. Those 

who do not use their superannuation to pay off their mortgage in a lump sum at 

retirement will presumably continue making regular mortgage repayments after 

they retire (Ong et al. 2013a).  

Arguably then, the equity in the home should be viewed as accessible for income-

generating purposes in retirement, just as a superannuation payout may be used 

to pay off a mortgage. 
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Figure 1: Proportion of net worth comprised by home value, 

superannuation and other, by age, 2010 

 

Source: HILDA Wave 10 observations: 45–64 years (3,243), 

65–74 years (980), 75+ years (673). 

Figure 1 depicts the proportion of net worth comprised by home equity, 

superannuation and all other financial assets (including bank accounts, stock 

held outside of superannuation, insurance, bonds, fixed interest securities, value 

of own business, collectibles). As shown, home equity comprises a very high level 

of net worth. For instance, for respondents in Wave 10 of HILDA (collected in 

2010), for persons aged 65 to 74 years, the median proportion that home equity 

contributes to overall net worth is 62 per cent, and 68 per cent for those aged 

over 75 years. This underlines the importance of home equity as a potential 

source of equity and income in retirement, particularly for Australians with lower 

superannuation balances.    
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Figure 2: Percentage of Australian home owners aged 65–74 

years and 75 years and over by home value, 2011 

 

Source: HILDA Wave 11 observations: 65–74 years (980), 75+ years (673) 

Disaggregating this data further, Figure 2 details the proportion of Australian 

home owners aged 65–74 years and 75 years and over against the continuum of 

home value increments. As shown, the median home value is $350,000 for 

persons aged 65–74 years and $300,000 for those aged 75 years and over. In 

general, while the median home values are relatively modest, this remains the 

most significant component of household wealth which could potentially provide 

an income in retirement, particularly as the introduction of superannuation largely 

post-dated these retirees.  

3.5 Discussion 

From a theoretical point of view, the choices of many Australians are at odds with 

behavioural life cycle theory, which predicts that in the later years of life, 

individuals decumulate assets (including housing equity) to support future 

retirement consumption needs. 
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One response has been the growth of the reverse mortgage market in Australia. 

The industry peak group, SEQUAL, maintains 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 (Bridge et al. 2010). While this represents 10 per cent 

growth in the value of new lending over the 12 months from 31 December 2010, 

it still represents less than one per cent of non-mortgaged retiree housing equity 

of estimated by SEQUAL in 2005 to be $345 billion (Moffat 2011) and likely to be 

conservatively in the order of $500 billion in 20133. Moreover, in a study 

conducted by the Productive Ageing Centre (2012b), less than 10 per cent of both 

retired and pre-retired respondents indicated that they had used or intended to 

use, reverse mortgages or home financing.  

In terms of financial stress in retirement, a 2008 study by the Australian Council 

of Social Service (ACOSS) found that the group most experiencing income 

poverty were single people over the age of 65 years, 47 per cent of whom were 

living under the poverty line in 2006. A more recent study shows that persons 

aged over 65 years in Australia have a 35 per cent risk of living in poverty 

(ACOSS 2012).  

Critically, pressure on welfare systems is likely to exacerbate income poverty 

among older Australians. Such imperatives point to the need for more innovation 

in potential decumulation sources of income for ageing households to 

accommodate longer retirements, complex health issues and ‘ageing in place’4.  

Decumulation of housing equity in later retirement may also place downward 

inflationary pressure on housing prices, therefore helping to achieve better 

housing affordability, albeit at the cost of some home value increases. 

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 

households do not plan the timing of equity withdrawal well. The subject of risk 

management in retirement is also growing in prominence. Research by Doran et 
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al. (2012) notes that the retirement risk zone is 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). This study also looks at the need 

for planning to manage risk beyond the first 10 years of retirement, particularly in 

later retirement following the potential depletion of superannuation assets.  

3.6 Concluding remarks 

The data from HILDA outlined in this chapter shows that the value of the primary 

home makes up over two-thirds of all net worth for respondents aged 45 and over. 

When coupled with the 35 per cent risk of living in poverty for those aged over 65 

in Australia (ACOSS 2012), the potential for home equity to assist in periods of 

financial hardship becomes more evident. 

Potentially, once in retirement, there could be a continuum of options whereby 

housing equity plays a role in assisting those living in poverty or responding to a 

financial crisis. The literature has already highlighted the potential for retirees to 

have sufficient assets, but not enough income, and it points to an increasing role 

for home equity in supporting retirement lifestyles and aged care.  

Overall, however, both the research on housing equity liquidity for retirees in 

Australia and the place of home ownership in supporting retirement consumption 

have been judged as insufficient by behavioural economists (e.g. Bradbury 

2010a; Bradbury et al. 2012; Munro 2011; Wood et al. 2012), particularly in the 

context of supporting productive, healthy ageing (Courant et al. 1984).  

The role of housing equity as a pillar of retirement income needs to be expanded. 

With the perfect storm of 5.5 million baby boomers turning 65 and entering 

retirement between 2010 and 2029, holding the bulk of their wealth in housing, 

and living longer due to health advances (at a cost), the significance of housing 

equity is apparent.  

New housing equity decumulation products and more consumer support in 

planning for possible cash flow crises may help retirees ‘keep the wolf from the 

door’ in later retirement when other sources of income have been used. 
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The next chapter provides a brief overview of the data and method employed in 

relation to each of the research questions posed in this thesis. 

 

Endnotes 

 

1 A reverse mortgage is a form of equity release (or lifetime mortgage), comprising 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 upon 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: Senior 
Australians Equity Release Association). 

2 Reverse annuity mortgages (also known as a reverse mortgage or home equity conversion mortgage) are 
an arrangement in which a home owner borrows against the equity in their home and receives monthly tax-
free payments from the lender.  

3 Authors’ calculations based on 3.1 million Australians aged over 65 (ABS 2012b from Census 2011), with 
56 per cent sharing household with spouse (ABS 2012b from Census 2011) resulting in approximately 2.2 
million households, 82 per cent of which (1.8 million) are owner occupied (ABS 2011) by the conservative 
median house price of $300,000 (HILDA) = $540 billion in housing equity. 

4 Ageing in place is the notion of the aged staying in the family home for as long as possible, with services 

coming to the home rather than moving the person to services (Judd 2012) also termed “staying at home”, 
that is, remaining in their own homes for as long as possible while their care needs increase (Commonwealth 
of Australia 2012a). 
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Chapter 4: Research questions, data and method 
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4.1 Introduction 

This chapter is written as a standalone chapter to provide a single point of 

reference regarding the data and method used to analyse the research questions 

outlined in 1.3.3. This chapter provides an overview of the one primary and four 

secondary research questions. In addition, the related component and sub-

component questions for this thesis are detailed.  

The methods used to address the questions are also detailed in this chapter as 

well as an overview of the data sources for analysis of each question.  

4.2 Research questions 

Following the earlier discussion of motivation, context, theoretical basis and 

hypothesis, in Chapters 1 and 2 the primary research question (PRQ) of this 

thesis is: 

PRQ: Could the housing equity of Australia’s baby boomers supplement 

their retirement income? 

This primary research question will bring together analysis throughout the thesis 

to consider if housing equity has a potential role in supplementing retirement 

income, and if so, under what conditions. The discussion addressing this primary 

research question is included in Chapter 8. 

Four research questions (RQ) are posed to address the PRQ, including: 

RQ1 What is the financial position and wealth holdings of current and 

emerging retirees in Australia?  

RQ2 What is the income of Australians aged 65 and over in Australia?  

RQ3 What is the level of financial stress and risk of poverty at retirement 

for retirees in Australia?  

RQ4 How is retiree property wealth currently, and potentially, able to 

contribute to retirement income and lifestyle in Australia? 
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4.3 Data 

Analysis in the early literature review found that some of the more detailed and 

reliable research on the topic of home equity withdrawal, such as that conducted 

by the Australian Housing and Urban Research Institute (AHURI), used the 

HILDA database (Household, Income and Labour Dynamics in Australia survey). 

HILDA provides very high quality, internationally recognised longitudinal panel 

data, with new Waves of data available every year. The HILDA survey was 

initiated in 2001 and funded by the Australian Government Department of 

Families, Housing, Community Services and Indigenous Affairs (FaHCSIA) and 

is managed by the Melbourne Institute of Applied Economic and Social Research 

(Melbourne Institute).  

Individuals in sample households are tracked over time regardless of whether 

they remain in the original households. The variables that are analysed in this 

thesis include family and life cycle dynamics, labour market participation and 

conditions, home ownership, household debt, wealth, savings behaviour, 

consumption, retirement intentions and timing, use of reverse mortgages and 

economic and subjective wellbeing in retirement. 

The HILDA survey has the following questionnaires and forms: 

- Household Form  

- Household Form (Top Up) 

- Household Questionnaire 

- Household Questionnaire (Top Up) 

- Continuing Person Questionnaire 

- New Person Questionnaire 

- Self-Completed Questionnaire. 

The Household Form and Household Questionnaire (as well as the top up forms) 

are completed during a personal interview with one adult member of each 

household. A Continuing Person Questionnaire is administered to all adult 

household members; and a Self-Completion Questionnaire (SCQ) is provided to 
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all respondents who completed the Person Questionnaire and is collected at a 

later date or returned by post (Wooden et al. 2002). 

In addition to the detailed household questions repeated each year, the HILDA 

survey also includes a schedule of special modules, such as retirement (in Waves 

3 (2003), 7 (2007) and 11 (2011) and wealth (in Waves 2 (2002), 6 (2006), 10 

(2010) and 14 (2014)) in the continuing and new person questionnaires. 

4.3.1 Household Questionnaire 

The questions that will be considered from the household questionnaire are from 

the section on housing regarding: 

- whether the respondents own or are paying off their house 

- the amount of their mortgage and repayments 

- their expectations regarding paying their housing debt off 

- and the type of loan they have. 

4.3.2 Continuing Person and New Person Questionnaire  

Questions that will also be included in the research study from the Continuing 

Person and New Person Questionnaires include questions related to: 

- education 

- employment history 

- employment status 

- income 

- family information 

- partnering / spousal information 

- retirement intentions 

- and matching this with data on age, gender, place of residence and retirement 

status. 

The HILDA survey collects information on economic and subjective wellbeing, 

labour market dynamics and family dynamics. The most recent module on 
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retirement (2011) will be used to extract data related to retirement, from a sample 

of 9,835 Australian households encompassing 25,391 individuals aged 15 and 

older in 2011 (Melbourne Institute 2012).  

4.3.3 Self-Completed Questionnaire  

The questions from the annual self-completed questionnaire that will be included 

in the study are regarding personal and household finances, predominantly in 

Wave 10. 

Of those initially interviewed in Wave 1, 9,002 were re-interviewed in Wave 10 

(which is 70 per cent of those who are still in-scope). The number interviewed in 

all 10 Waves is 7,460. The Wave-on-Wave attrition rate for Wave 10, the same 

as Wave 9, was 3.7 per cent. Data from the main Wave 11 (ongoing) sample 

included a top-up sample to bring the size to 9,835 households encompassing 

25,391 individuals (Melbourne Institute 2012). 

The important distinguishing feature of the HILDA Survey is that the same 

households and individuals are interviewed every year, allowing researchers to 

see how their lives are changing over time. By design, the study can be infinitely 

lived, following not only the initial sample members for the remainder of their lives, 

but also the lives of their children and grandchildren, and indeed all subsequent 

descendants (Wooden et al. 2002).  

In addition to the widespread use of HILDA among Australian housing and 

economics researchers, international researchers on the topic of housing and 

retirement incomes were using similar international panel surveys such as the 

British Household Panel Survey (BHPS); the Survey of Family Income and 

Employment (SoFIE); and the Panel Study of Income Dynamics (PSID). Future 

collaborative international research is more readily possible if an internationally 

recognised panel survey was used and HILDA can also link to modules in these 

international panel surveys for international comparisons. Further, using 

secondary data makes future replicability easier for other researchers. 

In addition, data was readily available through the Australian Bureau of Statistics 

on many of the household economic factors. Consequently, for this thesis the use 

of secondary data was considered the most efficient, credible and reliable way to 
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proceed with the data analysis, and allowed for ease of further research on similar 

topics as the housing and retirement income research agenda progressed over 

time.  

The HILDA data has been analysed for this thesis using STATA, SPSS and 

Excel. 

4.4 Method 

The method used to analyse each of these four questions is detailed below. 

4.4.1 RQ1: What is the financial position and wealth holdings of current and 

emerging retirees in Australia? 

The aim of this question and the following component questions is to enable an 

overview of overall net wealth at retirement, including a comparison between 

homeowners and non-homeowners. In addition, the results will help determine 

the proportion of retiree household portfolios that is in housing equity and other 

asset classes, and if not homeowners, the portfolio composition when entering 

retirement. These questions will give an initial indication of the potential of home 

ownership to build wealth. This is important in determining whether having a 

property has (to date) had an impact on wealth, income and outstanding debt at 

retirement. One of the component questions also seeks to gain insight into 

different experiences of financial engagement and financial capability.  

 

Component questions: 

(i) What is the net worth at retirement for all retirees? 

(ii) For retired homeowners, what is the net worth at retirement? 

(iii) For retirees who are not homeowners at retirement, what is the net worth 

at retirement? 

These questions will establish a baseline of net worth for all retirees, and then 

broken up into homeowner retirees and non-homeowner retirees. 

(iv) What is the wealth portfolio composition at retirement for all retirees (age 

65+)? 
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(v) For retired (65+) homeowners, what is the wealth portfolio composition at 

retirement?  

(vi) For retirees (65+) who are not homeowners, what is the wealth portfolio 

composition at retirement? 

These questions will outline the proportion of retiree’s portfolios that is housing 

equity for home owners and detail the wealth components that non-homeowners 

have at their disposal. 

(vii) For homeowners at retirement (65+), what proportion still have mortgages 

outstanding, and as a proportion of the value of the home? 

This question will help determine the capacity of people to accumulate wealth in 

housing prior to entering retirement, and not carry a mortgage through to 

retirement. 

(viii) How many retired homeowners, and non-homeowners have accessed 

professional financial support in accumulating wealth? 

The literature in Chapter 2 demonstrated that financial preparedness in 

retirement, and capability to identify other determinants of financial wellbeing in 

retirement including decumulating housing equity is an area needing further work 

(Bradbury et al. 2012). This question will help determine a baseline of retirees 

who are accessing professional financial support, and if entering home ownership 

has any correlation with accessing financial services or not.   
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Research Method: 

RQ1 will be examined by extracting data from HILDA on net wealth which is 

covered in detail in Waves 2, 6, 10 and 14 with a special wealth module in the 

HILDA questionnaires. Data on the following topics are included in analysis for 

RQ1: 

- cash and equity investment, trust funds, life insurance 

- home and other property assets and debts 

- business assets and debts 

- children’s bank accounts 

- collectables and vehicles 

- overdue house bills (in Wave 6 only) 

- bank accounts and credit card debt 

- superannuation 

- HECS debt 

- Mortgage debt 

- other personal debts 

- source and use of financial advice. 

For the purposes of this study, all individuals in a particular household are coded 

as being a homeowner if the household is (or has previously been) classified as 

“Own/currently paying off mortgage” based on the question, “Do you (or any 

other members of this household) own this home, rent it, or do you live here rent 

free?” with an interviewer note that, “If they do have some equity in the dwelling, 

then it should be coded as ‘own’”. 

A summary of significant results is included in Chapter 5. 
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4.4.2 RQ2: What is the income for Australians aged 65 and over in 

Australia? 

The aim of this question (and the component questions below) is to enable an 

overall assessment of the income liquidity and financial health of older Australians 

when they are in retirement.  

Component questions: 

(i) What is the average income in retirement for all retirees – aged 65 and 

over, and by gender, and by marital status? 

This question will establish a baseline of average income at retirement and at 

selected stages of retirement. 

(ii) What is the average income in retirement for homeowners - aged 65 and 

over, and by marital status, and by gender? 

(iii) What is the average income in retirement for non-homeowners - aged 65 

and over, and by marital status, and by gender? 

These component questions will help determine any differences between 

homeowners and non-homeowners regarding income at retirement and at 

selected stages of retirement. 

Research Method: 

Data on income will be extracted from HILDA, Wave 14.  

4.4.3 RQ3: What is the level of financial stress for Australians in 

retirement?? 

The literature in Chapter 2 highlighted that subsequent work is needed to 

evaluate how policy changes might enhance wellbeing in times of financial crisis, 

such as making the retirement process more flexible, and by supporting 

annuitisation of retirement assets (Chai et al. 2011). 

The aim of this question and the following component questions is to provide an 

indication of the reported (and modelled) financial stress of retirees.  
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Component questions: 

(a) What is the level of financial stress for all retirees aged 65 and over? 

This question will establish a baseline of financial stress for retirees. 

(ii) What is the level of financial stress for homeowners aged 65 and over? 

(iii) What is the level of financial stress for non-homeowners aged 65 and 

over? 

These component questions will help identify any differences between 

homeowners and non-homeowners regarding experiences of financial stress. 

Research Method: 

Data on income and financial stress will be extracted from HILDA, Wave 11 

(2011). However, due to the potential for under-reporting of financial stress by 

elderly households as outlined in the literature review, this section will include an 

assessment of perceived vs actual financial stress by comparing income to the 

Melbourne Institute of Applied Economic and Social Research’s Poverty Lines 

which were $597.84 per week (including housing, head not in workforce) for a 

couple, or $422.06 per week (including housing, head not in workforce) for 

singles15. 

4.4.4 RQ4: How is retiree property wealth currently, and potentially, able to 

contribute to retirement income and lifestyle in Australia? 

Aim of this question: 

The aim of this question and the component questions is to help provide insight 

into how housing equity is (or could be) utilised in retirement if needed (for 

income). Most importantly, part of the analysis undertaken in addressing this 

question will test the hypothesis of this thesis which is: 

The majority of Australia’s baby boomer retirees will be able to modestly 

supplement their retirement incomes, for a minimum term of 25 years, by 

drawing on less than 50 per cent of the equity of their owner-occupied 

property.  

                                                           

15 December Quarter 2015 
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4.4.4.1 Stage One – reverse mortgage simulation 

Prior to formulation of a research design for RQ4, the nature of home values in 

Australia was analysed in detail. Specifically, home values have a tendency to be 

positively skewed, a long tail to the right. Part of the research problem with using 

inherently skewed data is then finding appropriate methods of statistical analysis. 

Due to the necessity to focus on home values, and subsequent loan-to-value 

ratios at the end of a ‘reverse mortgage’ scenario, a nonparametric technique 

was chosen in addition to reverse mortgage simulation—bootstrap modelling. 

The process for testing the hypothesis in two stages of modelling, is detailed as 

follows. 

First, a ‘reverse mortgage’ calculator will be developed using the following 

parameters: 

(i) Home equity value  

(ii) Lump sum of $1,000 withdrawn immediately 

(iii) Income drawdown equivalent to the reduction in age pension entitlement 

based on current deeming rates16 of financial assets, for home equity over 

$500,000 for singles and over $750,000 for couples PLUS $200 per month 

OR if home value was less than the suggested thresholds, the drawdown 

was $200 per month 

(iv) Interest rates (modelled for 4%, 5.25% and 6.25%) 

(v) Term 25 years 

(vi) Increasing home values 3.5 per cent per annum (adjusted monthly) 

(vii) No repayments 

(viii) No fees 

(ix) Payments adjusts for inflation at 2.5 per cent per annum (adjusted six-

monthly) 

                                                           

16 1.75 per cent for the first $48,600 and 3.25 per cent for the remainder (these are the Australian Department of Human 

Services’ deeming rates for financial assets when assessing pension eligibility as at 1 July 2015). 
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Assumptions made include: 

- no mortgage debt is carried over to retirement 

- the household meets the age pension income test for full or part-pension 

- same payment withdrawal (plus inflation) throughout 25 year term, even if the 

house falls below the age pension deeming values. 

Compiling the sample for reverse mortgage modelling 

In terms of compiling the sample for each stage of modelling, first, to assess 

“current” potential of home equity—that is for Australian homeowners already 

over age 65—HILDA data on home values for people/households aged over 65 

in Australia (in 2014) will be extracted and cross tabulated by marital status. Then, 

to assess “future” potential of home equity—that is for the baby boomer 

generation—HILDA data on home values for people/households aged 49 to 68 in 

Australia (in 2014) will be extracted and cross tabulated by marital status. Next, 

11 data points in each of the four samples (current retirees single; current retirees 

married; baby boomers single; baby boomers married) will be compiled using the 

following data points: 

- median home value (50th percentile) 

- mean home value  

- 10th percentile home value 

- 20th percentile home value 

- 30th percentile home value 

- 40th percentile home value 

- 60th percentile home value 

- 70th percentile home value 

- 80th percentile home value 

- 90th percentile home value 

- Randomly chosen percentile home value between the 25th and 75th 

percentiles 

These data points were chosen to be modelled through the reverse mortgage 

model and subsequently for bootstrap resampling for a number of reasons. First, 

the sample selection was aimed at including the largest reasonable range of 

home values as possible, to reflect the diversity of the retiree population in 
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Australia. This is in keeping with the aim of the applied solutions from this thesis 

being for application for a broad range of retirees rather than only the “asset rich”. 

Second, in an attempt to get as close to a normal distribution as possible, the 

mean and median data points are included in addition to percentile values from 

the 10th to 90th percentile. Further, a randomly chosen home value was included 

because the basic nonparametric bootstrap assumes that the sample is taken at 

random from a population (Chernick 2008). While the percentile points may 

themselves be considered somewhat random, due to the skewed nature of home 

values in Australia, the additional random data point was also included to test the 

robustness of the hypothesis. 

Sample size for bootstrap modelling 

In terms of sample size, Efron (1979) and Chernick (2008) reiterate that a sample 

size as small as ‘eight’ has been found to be valid when used in bootstrap 

modelling. The bootstrap principle says that choosing a random sample of size n 

from the population can be mimicked by choosing a bootstrap sample of size n 

from the original sample. Whether or not the bootstrap principle holds does not 

depend on any individual sample "looking representative of the population". What 

it does depend on is what you are estimating and some properties of the 

population distribution (Chernick 2008). 

Following the selection of the 44 home value data points via the process outlined 

above, each of these will be modelled in the reverse calculator model by interest 

rates set at 4 per cent, 5.25 per cent and then 6.25 per cent. This will lead to a 

sample of LVRs of 132, which will then be used in the bootstrap modelling, as 

well as the sample disaggregated by marital status and whether a current retiree 

or baby boomer, which is from a sample of 11 in each category. Based on the 

literature on bootstrap modelling in Efron 1979 and Chernick 2008, a sample size 

of 11, while small, would still be considered valid for bootstrap modelling; 

however, the sample of 132 is certainly adequate for bootstrap modelling. 

Comparisons between results will be done to check for validity across the 

different sample sizes that are resampled through bootstrap modelling. The 

combined sample of 132 will include the key factor of marital status as proposed 

in terms of setting home value thresholds for consideration in age pension 
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eligibility tests (NCA 2014b), as well as interest rate differences to measure the 

sensitivity of the results to interest rate changes. Separate bootstrap modelling 

for married and single households will also be conducted across the 4 per cent, 

5.25 per cent and 6.25 per cent interest rates to test for any additional 

vulnerability based on marital status. 

The reverse mortgage modelling of different home values by marital status and 

by different interest rates will incorporate the subsequent foregone age pension 

entitlement for home value over $500,000 for singles and $750,000 for couples. 

For home values less than $500,000 for singles and $750,000 for couples, a 

drawdown of $200 per month will be included. Additionally, for single and couple 

home values that were over the $500,000 and $750,000 proposed exemption 

limits, the additional drawdown that was incorporated into the reverse mortgage 

model will include the foregone age pension entitlement as well as $200 per 

month. This is because, as evidenced in the literature review, both homeowners 

and non-homeowners are at risk of income poverty and both groups may benefit 

from modest supplementation to the income in addition to replacing foregone age 

pension entitlement if asset test limits were changed to include home equity 

thresholds. 

For each of the 132 modelled scenarios, the loan to value ratio (LVR) at the end 

of 25 years will be used in the second stage of analysis—bootstrap modelling. 

4.4.4.2 Stage Two – bootstrapping LVR 

The second stage of analysis for this question will then conduct bootstrap (Efron 

1979) resampling (n=10,000) of the loan-to-value ratios (LVR) (at end of year 25) 

of the 132 modelled scenarios to determine the terminal home value results and 

the 95 per cent confidence intervals of the mean and median of the LVR rates.  

The analysis of this data will be used in testing the hypothesis that:  

The majority of Australia’s baby boomer retirees will be able to modestly 

supplement their retirement incomes, for a minimum term of 25 years, by 

drawing on less than 50 per cent of the equity of their owner-occupied 

property.  
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The test statistic in this hypothesis is loan to value ratio (LVR), and the hypothesis 

test written as: 

Ho = Upper LVR CI= 50% 

HA = Upper LVR CI >50% 

Significance level of 5% 

For this test, we reject the null hypothesis if the hypothesised parameter (LVR) 

lies outside of the upper 95% confidence interval (CI). Results of this analysis are 

provided in Chapter 5. 

That concludes the detail on the methods to be used in addressing the research 

questions in this thesis and for testing the hypothesis. The data extracted through 

the methods described in this chapter provides a platform for assessing the 

current, and potential, role for home equity in building retirement wealth and 

supplementing retirement income. The case for, or against, the use of home 

equity for retirement income supplementation will be discussed in detail in 

Chapters 7 and 8.  

4.4.4.3 A note on stochastic present value 

When determining the research design of this thesis, the stochastic present value 

(SPV) formula was considered, in terms of assessing the “probability of retirement 

ruin” (Milevsky 2006, p. 186). The merits of the SPV are strong in terms of being 

able to assess the random and finite variables considered in a retirement ruin 

scenario. Milevsky (2006, p.189) defines the SPV equation as “a random variable 

with a probability density function (PDF) that depends on the risk-return 

parameters of the underlying investment-generating process as well as on the 

random future lifetime”. 

The SPV formula is: 

(1) 

𝐒𝐏𝐕 =
1

1 + �̃�1

+
1

(1 + �̃�1)(1 + �̃�2)
+ ⋯ +   

1

∏ (1 + �̃�𝑗)�̃�
𝑗=1

 

𝐒𝐏𝐕 = ∑

�̃�

𝑖=1

∏(1 + �̃�𝑗)
−1

𝑖

𝑗=1
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Where the variable �̃� denotes the random time of death (in years) and the new 

�̃�𝑗denotes the random investment return in year 𝑗. Without any loss of generality, 

�̃� = ∞ is the infinitely lived endowment or foundation situation. If the 

consumption/withdrawals take place once per month, the random variables �̃�𝑗 

and �̃� are adjusted accordingly. Also, if the return frequency is infinitesimal, then 

the summation sign in the equation converges to an integral while the product 

sign is converted into a continuous-line process.  

Analysis using SPV was not chosen as part of the method for this thesis due to 

the qualities of the model being tested for home equity and loan-to-value ratio 

that were better tested using a reverse mortgage model and bootstrap modelling. 

However, the SPV is noted here as a potential tool for further research regarding 

the longevity of retirement portfolios which may include home equity if a suitable 

instrument for home equity withdrawal for retirees was developed in future.  

This chapter has been written as a standalone chapter to provide a single point 

of reference regarding the data and method used to analyse the research 

questions outlined in 1.3.3. This chapter has provided an overview of the research 

questions, including the relevance of the literature review to the research 

questions. The methods used to address the questions are also detailed in this 

chapter as well as an overview of the data sources for analysis of each question.  

Overall, this chapter has outlined the research questions, data and method that 

will be used throughout this thesis, as well as potentially for further research. A 

summary of findings is provided for each of the research questions in the next 

chapter.  
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Chapter 5: Results - Descriptive and Inferential 

Statistics 
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5.1 Introduction 

This chapter provides the empirical results for each of the research questions, 

component and sub-component questions as detailed in Chapter 4. Each 

secondary and component research question is ultimately directed at answering 

the primary research question (PRQ):  

PRQ: Could the housing equity of Australia’s baby boomers supplement 

their retirement income? 

Please note that data has been extracted from a range of sources, e.g. HILDA 

and ABS, and that data is collected in different timeframes, such as Census data, 

compared to HILDA data. Further, HILDA follows a schedule of topics/modules 

for inclusion in different wave; such as retirement data in waves 3, 7, and 11, and 

the wealth module is included in waves 2, 6, 10 and 14. Consequently, sometimes 

data is reported in different years.  

 

Starting first with answering research question 1 (RQ1): 

5.1.1 RQ1: What is the financial position and wealth holdings of current and 

emerging retirees in Australia? 

The aim of this question and the following component questions is to provide an 

overview of overall net wealth at retirement, including a comparison between 

homeowners and non-homeowners. In addition, the results will help determine 

the proportion of portfolios of retired households that is housing equity compared 

to other asset classes, and if not homeowners, the portfolio composition when 

entering retirement. 
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The component questions for SRQ1 include: 

5.1.1.1 What is the net worth at retirement for all retirees? 

5.1.1.2 For retired homeowners, what is the net worth at retirement? 

5.1.1.3 For retirees who are not homeowners at retirement, what is the net 

worth at retirement? 

Data for each of these component questions is provided in Table 2. 

Table 2: Mean and median net worth, various household types, HILDA 2010 

 
Mean Net worth Median Net worth 

65 and over (All household types) 
(n=1,624) 

 
$854,322 

 
$512,000 

65 and over (Homeowner households) 
(n=1,294) 

 
$1,042,116 

 
$642,000 

65 and over (Non-homeowner households) 
(n=256) 

 
$76,373 

 
$11,500 

65 and over (Couple households 
Homeowners) 
(n=931) 

 
$1,187,667 

 
$752,000 

65 and over (Couple households Non-
Homeowners) 
(n=117) 

 
$105,500 

 
$21,000 

65 and over (Single households 
Homeowners) 
(n=363) 

 
$668,817 

 
$449,000 

65 and over (Single households Non-
Homeowners) 
(n=139) 

 
$51,856 

 
$6,850 

Source: Author’s own calculations. 

The data in Table 2 demonstrates the importance of homeowner status in 

retirement wealth. The median net worth for Wave 10 HILDA Homeowner 

Household net worth (positive values) for Australians aged over 65 years was 

$642,000 compared to $11,500 for non-homeowners. For couple/multi Non-

Homeowner Households aged 65 and over, mean net worth $105,500 HILDA 

Wave 10 and a median net worth of $21,000. For Single Non-homeowner 

Households aged 65 and over, mean net worth was $51,856 and median net 

worth $6,850 HILDA Wave 10. 

Combined, the answers to component questions (i), (ii) and (iii) establish a 

baseline of net worth for all retirees, for homeowner retirees and non-homeowner 

retirees. The finer grain in the HILDA data shows a highly at-risk group of older 
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Australians, that is, the single, non-homeowner Australian aged over 65 years. 

The overall couple and lone household figures are similar to data from the ABS 

Household Wealth and Distribution (see Table 3) report of $1,189,000 mean net 

worth for a couple household ($1,187,667 in HILDA) and $623,000 for a lone 

person household ($668,817 in HILDA). However, once home ownership is 

accounted for, a great discrepancy becomes apparent in net worth.  

Table 3: Net worth and household characteristics, for selected life cycle 

groups, 2011-12  

 Number of 
Household 

000 

Average 
number 

of 
persons 

no. 

Mean 
household 
net worth 

$000 

Mean gross 
household 
Income per 

week 
$ 

Proportion 
owning 
home 

without 
mortgage 

% 

Proportion 
owning 

home with 
mortgage 

% 

Lone person 
aged under 
35 

300.6 1.0 160 1 080 *2.4 30.8 

Couple only, 
reference 
person aged 
under 35 

470.4 2.0 259 2 543 *1.1 43.4 

Couple with dependent children only 

Eldest 
child under 

5 

482.2 3.4 459 2 314 3.7 60.8 

Eldest 
child 

5 - 14 

859.8 4.2 803 2 523 9.4 62.3 

Eldest 
child 
15 - 24 

546.7 4.1 1 134 2 606 23.2 60.9 

Total 1 888.7 4.0 811 2 494 11.9 61.5 

Couple with 

Dependent 
and non-

dependent 
children 

only 

272.2 4.7 1 020 3 143 23.9 58.2 

Non-
dependent 

children 
only 

504.8 3.3 1 174 2 742 44.5 44.6 

Couple only, 
reference 
person aged 
55 - 64 

518.2 2.0 1 266 1 857 55.1 34.2 

Couple only, 
reference 
person aged 
65 and over 

796.0 2.0 1 189 1 021 82.1 8.2 
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Lone person 
aged 65 and 
over 

801.5 1.0 623 542 71.9 4.8 

One parent 
One family 
households 
with 
dependent 
children 

503 3.1 251 1 201 7.3 29.2 

*estimate has a relative standard error of 25% to 50% and should be used with caution 

Source: ABS: 6554.0 - Household Wealth and Wealth Distribution, Australia, 2011–12  

It is the 18 per cent of couple households aged over 65 and the 28 per cent of 

single households aged over 65 (ABS 2012b), who are not homeowners, who 

have significantly lower net worth.  

Component questions continued: 

5.1.1.4 What is the wealth portfolio composition at retirement for all 

retirees? 

5.1.1.5 For retired (65+) homeowners, what is the wealth portfolio 

composition at retirement?  

5.1.1.6 For retirees (65+) who are not homeowners, what is the wealth 

portfolio composition at retirement? 

In terms of HILDA data on the composition of household wealth, the mean value 

of the six asset classes and five debt classes covered in HILDA for the years 

2002, 2006 and 2010 across all ages are outlined in Chapter 3. The HILDA data 

shows that overall, Australians hold most of their wealth in their homes, with the 

mean value of housing equity increasing considerably since 2002 (Melbourne 

Institute 2012). 

Disaggregating these figures by age, Figure 3 provides a summary of wealth 

components of Australians aged over 65 by home ownership status across six 

asset classes and five debt classes in 2010 and in 2014. The figure highlights the 

discrepancy in net worth between homeowners and non-homeowners, 

underscoring the need to consider home ownership status in any analysis of 

retiree fiscal wellbeing. 
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Figure 3: Mean asset and debt summary by all households, homeowner 

households and non-homeowner households for those aged 65 and over, 

HILDA, 2010 and 2014 

 

2010: (n=1624 (all); 1294 (homeowners); 256 (non-homeowners)) 
2014: (n= 3112 (all); 2543 (homeowners); 444 (non-homeowners)) 
Note: Monetary values were converted to September 2014 prices, the adjustments were made based on the Australian 
Bureau of Statistics Consumer Price Index (Catalogue No. 6401.0) using the values of the index in the September quarter 
of 2010 and 2014. In practical terms, this involved increasing the wealth figures reported by respondents by 10.3 per cent 
for the 2010 data. 

 
The following component questions outline the proportion of retiree’s portfolios 

that is housing equity, and provide a more detailed picture of the spread of assets 

and debt across different household types by age and home ownership type.  

5.1.1.7 For homeowners at retirement, what proportion still have mortgages 

outstanding, and as a proportion of the value of the home? 

As shown in Table 4, as at 2010, nearly 82 per cent of Australians aged over 65 

have fully paid off their mortgage.  
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Table 4: Homeowners aged 65 and over by home loan status, HILDA 2010 

 
Frequency Per cent 

Loan fully paid off 630 81.7 

Loan not fully paid off 141 18.3 

Total 771 100 

 
In terms of the size of the loans outstanding for the 18 per cent of Australians 

aged over 65 who still have a mortgage, including as a proportion of the home 

value, Table 5 shows a mean balance outstanding of $142,326 (compared to the 

median of $70,000) and the mean value of the home was $539,890 (compared 

to a median of $440,000). For mean property and loan values, the loan to value 

ratio (LVR) is 26 per cent and for median property and loan values, the LVR is 16 

per cent. 

Table 5: For homeowners aged 65 and over, mortgages outstanding and 

home values – descriptives, HILDA 2010 

 
Mean Median 

Approximate amount 
outstanding on home loan 

 
$142,326 

 
$70,000 

Approximate value of home 
today 

 
$539,890 

 
$440,000 

Loan-to-Value ratio 
LVR 

 
26% 

 
16% 

 

Table 6 shows the spread of outstanding loans (median $70,000) against the 

home value (median $40,000). 

  



115 

 

Table 6: Cross-tabulation of approximate amounts outstanding on home 

loans vs Approx. home loan values for homeowners aged 65 and over, 

HILDA 2010 

 
Source: Author’s own calculations. 

While the percentage of mean home value ($539,890) of mean loan amount 

($142,326) is 26.36 per cent, the table above shows that $14,000-$40,000 is the 

range that has the most loans fall into it, and mainly for people in houses valued 

at $350,000 and under. 

These amounts of home equity in the over 65s are comparable to those found in 

2009-10 for 65-74 age group and 75 and over age group (Ong et al. 2013a); 

however, the sample size of the analysis for 2009-10 is small once the over 65 

age group is disaggregated further (n=<30) (see Table 7). 

  

Approx. amount outstanding on 

home loans

$110,000-

$240,000

$250,000-
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$310,000-
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$370,000-
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$410,000-

$450,000

$460,000-

$500,000

$525,000-

$650,000

$700,000-

$850,000

$900,000-

$1,250,000

$1,290,000-

$1,500,000

$4m+

$0-$10,000 3 6 0 0 2 2 3 0 1 0 0 17

$14,000-$40,000 8 7 6 0 1 1 0 2 1 0 0 26

$43,000-$70,000
3 1 3 2 4 0 0 2 3 0 0 18

$73,000-$100,000
1 0 0 0 0 2 3 1 0 0 0 7

$108,000-$150,000
2 0 0 6 5 3 0 0 0 0 0 16

$160,000-$200,000
0 1 0 3 0 1 0 0 0 1 0 6

$218,000-$300,000 0 0 1 1 1 0 3 0 3 0 1 10

$315,000-$400,000 0 0 0 1 1 0 2 1 0 0 1 6

$420,000-$470,000 0 0 0 0 0 0 2 3 0 0 0 5

$475,000-$650,000 0 0 0 0 0 1 2 1 1 2 1 8

17 15 10 13 14 10 15 10 9 3 3 119

Approx. value of home
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Table 7: Mean and median amounts of housing equity withdrawn by older 

homeowner households who engage in home equity withdrawal at 2010 

price levels, by age band, 2001-10, $’000 

 

Year 

 Age groups 

45-54yrs       55-64yrs     65-74yrs       75+yrs 

 

All 

2001-02 Mean 93.1 87.1 59.2 191.2 98.4 

 Median 38.7 25.8 22.4 228.3 40.0 

2002-03 Mean 109.0 113.0 97.3 172.2 111.0 

 Median 37.5 42.5 72.5 37.5 42.5 

2003-04 Mean 123.8 114.9 112.7 154.1 122.0 

 Median 43.9 40.3 108.6 122.0 46.4 

2004-05 Mean 105.9 144.5 63.5 153.7 117.6 

 Median 45.2 71.4 28.6 125.0 55.9 

2005-06 Mean 112.5 174.9 160.2 126.6 134.2 

 Median 46.4 34.8 148.5 46.4 46.4 

2006-07 Mean 104.4 125.2 224.3 206.4 121.1 

 Median 44.8 56.0 61.6 123.2 50.4 

2007-08 Mean 121.4 152.2 233.3 222.7 145.3 

 Median 39.2 54.5 98.0 119.9 54.5 

2008-09 Mean 118.9 164.6 127.6 176.7 138.0 

 Median 50.9 52.5 52.5 157.0 52.5 

2009-10 Mean 113.9 125.6 131.5 202.3 123.3 

 Median 30.9 61.8 61.8 103.0 42.2 

All Mean 111.5 136.6 140.2 180.4 124.2 

 Median 42.0 54.5 61.8 119.9 49.1 

Source: Ong et al. 2013a, p. 18 
Note: There are less than 30 cases in each cell under the 65-74 years group and 75 years and over group. 
Hence, estimates for these groups should be interpreted with caution.  

 

The next question seeks data on financial capacity to support operationalising 

any proposed new home equity withdrawal mechanism. 

5.1.1.8 How many retired homeowners, and non-homeowners have 

accessed professional financial support in accumulating wealth? 

The literature (e.g. Productive Ageing Centre 2012e; Mottola et al. 2017) in 

Chapter 2 demonstrated that financial preparedness in retirement, and capability 

to identify other determinants of financial wellbeing in retirement including 
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decumulating housing equity is an area needing further work (Bradbury et al. 

2012). This question will help determine a baseline of retirees who are accessing 

professional financial support, and if entering home ownership has any 

correlation with accessing financial services or not.   

As detailed in Table 8, only 36.9 per cent of Australians (across all ages) have 

sought advice and information to help plan for their retirement. 

Table 8: All respondents Wave 11 HILDA, how many have sought financial 

advice 

Have you sought any advice and information to help plan for your retirement? 

 Frequency Per cent 

Yes 1,306 36.9 

No 1,987 56.1 

Left this to my partner 248 7.0 

Total 3,541 100 

 

The data in Table 9 for Australians aged 65 and over shows that 48 per cent have 

sought of financial advice. 

Table 9: Of those aged 65 and over, Wave 11 HILDA, how many have sought 

financial advice 

Have you sought any advice and information to help plan for your retirement? 

 Frequency Per cent 

Yes 108 48.0 

No 106 47.1 

Left this to my partner 11 4.9 

Total 225 100 

 

See Appendix 1 for further detail on all respondents Wave 11 HILDA, how many 

have sought financial advice, by age, by gender, by decile of index of economic 

resources, and by gross income band (all households), by gross income band 

(households age 65 and over), gross income band by homeowner households 

(age 65 and over), gross income band by non-homeowner households (age 65 

and over).  
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In terms of where retirees accessed their financial advice, the most common 

source was from a specialist financial adviser (54%), followed by superannuation 

fund (12%) as detailed in Table 10. 

Table 10: Where those aged 65 and over went for their financial advice and 

information (HILDA, 2011)  

(Filter 65 and over) 
Where did you go for this advice 

and information 
% 

Specialist financial adviser 86 54% 

Superannuation Fund 19 12% 

Banks/ credit union / other 
financial institution 14 9% 

Insurance company / broker 2 1% 

Employer 1 1% 

Trade Union 0 0% 

Any govt. dept. or agency 14 9% 

Family members 8 5% 

Friends 15 9% 

TOTAL 159 100% 

 

See Appendix 1 for further detail on all respondents Wave 11 HILDA, how many 

retirees have sought financial advice from a specialist financial adviser, by gross 

income band and by other source of advice by gross income band.  

In terms of building a case for incorporating financial planning in any home equity 

withdrawal process, Table 11 shows that around 30 per cent ‘agree’ or ‘strongly 

agree’ that they wish they had started to plan for their retirement earlier.  

This finding will be discussed in greater detail in Chapter 8. 
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Table 11: Agreement on whether the retiree wishes they had started to plan 

for retirement earlier (HILDA 2011) 

Agreement – I wish I had started to plan for retirement earlier 

Filter 65 and over, Wave 11 Frequency Per cent 

Strongly disagree 78 7.2 

Disagree 442 40.7 

Neither agree or disagree 246 22.7 

Agree 242 22.3 

Strongly Agree 77 7.1 

Total 1085 100 

Interestingly, as shown in Table 12, overwhelmingly, retirees are not expecting to 

move or share house to help manage financially in retirement and would prefer 

to cut back on expenditures to help manage financially in retirement.  

This shows there is work to be done in terms of managing expectations regarding 

home equity withdrawal. 

Table 12: Things retirees expect to do to help manage financially in 

retirement, age 65+, HILDA 2011 

 

Things you expect to do to help manage financially in retirement (n=226) 

 

 

Age 65 and over, HILDA Wave 11 

 

 

Yes % 

 

No % 

Sell your home or move to lower cost accommodation 13.7 86.3 

Sell something else you own, like a holiday house, a car, or jewellery 11.1 88.9 

Share housing with relatives or friends 2.7 97.3 

Cut back on your normal weekly spending 36.7 63.3 

Cut back on less frequent expenditures such as holidays, new cars and 
large household goods 

35.4 64.6 

Take on paid work 12.4 87.6 

Rely on your (spouse/partner) going out to work or increasing their 
working hours 

2.7 97.3 
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5.1.2 RQ2: What is the income for Australians aged 65 and over in 

Australia? 

The aim of this question (and the component questions below) is to enable an 

overall assessment of the income liquidity and financial health of older Australians 

as they approach retirement and are in retirement. Component questions:  

(i) What is the average income in retirement for all retirees – aged 65 years 

and over, and by gender, by marital status?  

Table 13 shows that most retirees are in the $30,000-$39,000 income band with 

an average (mean) income of $52,200 (6.22). 

Table 13: Gross income band for households aged 65 and over, HILDA 

Wave 14 

HILDA Wave 14 Frequency 
Valid Per 

cent Cumulative Per cent 

Negative or Zero income 6 .2 .2 

$1 - $9,999 8 .3 .5 

$10,000 - $19,999 180 5.9 6.3 

$20,000 - $29,999 728 23.7 30.0 

$30,000 - $39,999 622 20.2 50.2 

$40,000 - $49,999 423 13.8 63.9 

$50,000 - $59,999 263 8.6 72.5 

$60,000 - $79,999 288 9.4 81.9 

$80,000 - $99,999 187 6.1 87.9 

$100,000 - $124,999 135 4.4 92.3 

$125,000 - $149,999 82 2.7 95.0 

$150,000 - $199,999 79 2.6 97.6 

$200,000 or more 75 2.4 100.0 

Total 3076 100.0   

Refused/Not stated 29     

Don’t know 103     

Looking then in terms of gross income for ‘current’ retirees by gender, Table 14 

shows that most females do not fare as well as males, with average (mean) 

income of $49,100 compared to $55,700 for males. This section provides the 

empirical descriptive data only and the findings are discussed in detail in Chapter 

8. 
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Table 14: Gross income band for households aged 65 and over, by gender, 

HILDA Wave 14 

  
Male Female 

HILDA Wave 14 Frequency 
Valid 

Per cent 
Cumulative 

Per cent 
Frequency 

Valid Per 
cent 

Cumulative 
Per cent 

Negative or Zero 
income 3 .2 .2 3 .2 .2 

$1 - $9,999 4 .3 .5 4 .2 .4 

$10,000 - $19,999 58 4.1 4.5 122 7.4 7.8 

$20,000 - $29,999 269 18.8 23.4 459 27.9 35.7 

$30,000 - $39,999 299 20.9 44.3 323 19.6 55.3 

$40,000 - $49,999 199 13.9 58.2 224 13.6 68.9 

$50,000 - $59,999 126 8.8 67.0 137 8.3 77.2 

$60,000 - $79,999 155 10.8 77.9 133 8.1 85.3 

$80,000 - $99,999 103 7.2 85.1 84 5.1 90.4 

$100,000 - $124,999 80 5.6 90.7 55 3.3 93.7 

$125,000 - $149,999 50 3.5 94.2 32 1.9 95.7 

$150,000 - $199,999 40 2.8 97.0 39 2.4 98.1 

$200,000 or more 43 3.0 100.0 32 1.9 100.0 

Total 1429 100.0   1647 100.0   

Refused/Not stated 11     18     

Don’t know 35     68     
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Looking then in terms of gross income for ‘current’ retirees who are living as 

couples, or singles, Table 15 shows that singles have on average approximately 

$10,000 less per annum in income, with means of $43,700 for singles and 

$56,900 for couples.  

Analysis by single and couple households was done for two reasons. First, to 

align with the age pension differentiation based on marital status but also to 

determine pockets of vulnerability.  

Table 15: Gross income band for “single” or “couple” households aged 65 

and over, HILDA Wave 14 

  Single Couple 

HILDA Wave 14 Frequency 
Valid 
Per 
cent 

Cumulative 
Per cent 

Frequency 
Valid 
Per 
cent 

Cumulative 
Per cent 

Negative or Zero 
income 

4 .3 .3 2 .1 .1 

$1 - $9,999 5 .4 .8 2 .1 .2 

$10,000 - $19,999 128 10.8 11.6 50 2.8 3.0 

$20,000 - $29,999 509 43.1 54.7 204 11.5 14.5 

$30,000 - $39,999 145 12.3 67.0 461 26.0 40.5 

$40,000 - $49,999 112 9.5 76.5 287 16.2 56.7 

$50,000 - $59,999 66 5.6 82.1 189 10.7 67.4 

$60,000 - $79,999 56 4.7 86.9 219 12.3 79.7 

$80,000 - $99,999 52 4.4 91.3 126 7.1 86.8 

$100,000 - 
$124,999 

52 4.4 95.7 74 4.2 91.0 

$125,000 - 
$149,999 

21 1.8 97.5 55 3.1 94.1 

$150,000 - 
$199,999 

15 1.3 98.7 55 3.1 97.2 

$200,000 or more 15 1.3 100.0 50 2.8 100.0 

Total 1180 100.0   1774 100.0   

Refused/Not stated 10     17     

Don’t know 62     34     

 

  



123 

 

 

Looking further into singles, as shown in Table 16, it is the single female group 

that is on the lowest average income in retirement with means of $41,500 per 

annum compared to $48,000 for single males.  

Table 16: Gross income band for “single” households aged 65 and over, by 

gender, HILDA Wave 14 

  Single Male Single Female 

HILDA Wave 14 Frequency 
Valid 
Per 
cent 

Cumulative 
Per cent 

Frequency 
Valid 
Per 
cent 

Cumulative Per 
cent 

Negative or Zero 
income 

2 .5 .5 2 .2 .2 

$1 - $9,999 2 .5 1.1 3 .4 .6 

$10,000 - $19,999 32 8.5 9.6 96 11.9 12.6 

$20,000 - $29,999 143 38.0 47.6 366 45.5 58.1 

$30,000 - $39,999 47 12.5 60.1 98 12.2 70.3 

$40,000 - $49,999 30 8.0 68.1 82 10.2 80.5 

$50,000 - $59,999 23 6.1 74.2 43 5.3 85.8 

$60,000 - $79,999 22 5.9 80.1 34 4.2 90.0 

$80,000 - $99,999 25 6.6 86.7 27 3.4 93.4 

$100,000 - 
$124,999 

28 7.4 94.1 24 3.0 96.4 

$125,000 - 
$149,999 

8 2.1 96.3 13 1.6 98.0 

$150,000 - 
$199,999 

6 1.6 97.9 9 1.1 99.1 

$200,000 or more 8 2.1 100.0 7 .9 100.0 

Total 376 100.0   804 100.0   

Refused/Not 
stated 

2     8     

Don’t know 14     48     
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There was even a discrepancy between females and males in married 

households with females reporting lower incomes as in Table 17 with a mean of 

$57,900 for married males and $55,600 for married females. 

Table 17: Gross income band for “couple” households aged 65 and over, 

by gender, HILDA Wave 14 

  Married male Married female 

HILDA Wave 14 Frequency 
Valid 
Per 
cent 

Cumulative 
Per cent 

Frequency 
Valid 
Per 
cent 

Cumulative Per 
cent 

Negative or Zero 
income 

1 .1 .1 1 .1 .1 

$1 - $9,999 2 .2 .3 24 3.0 3.2 

$10,000 - $19,999 26 2.6 2.9 90 11.4 14.6 

$20,000 - $29,999 114 11.6 14.5 220 27.9 42.5 

$30,000 - $39,999 241 24.5 39.0 131 16.6 59.1 

$40,000 - $49,999 156 15.8 54.8 87 11.0 70.1 

$50,000 - $59,999 102 10.4 65.2 94 11.9 82.0 

$60,000 - $79,999 125 12.7 77.9 53 6.7 88.7 

$80,000 - $99,999 73 7.4 85.3 25 3.2 91.9 

$100,000 - 
$124,999 

49 5.0 90.3 19 2.4 94.3 

$125,000 - 
$149,999 

36 3.7 93.9 24 3.0 97.3 

$150,000 - 
$199,999 

31 3.1 97.1 21 2.7 100.0 

$200,000 or more 29 2.9 100.0 789 100.0   

Total 985 100.0   10     

Refused/Not stated 7     18     

Don’t know 16     34     

 

This question will establish a baseline of average income at retirement for all 

households as well as for detailing additional vulnerability of single households. 
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(ii) What is the average income in retirement for homeowners - aged 65 and 

over, and by marital status, and by gender? 

(iii) What is the average income in retirement for non-homeowners - aged 65 

and over, and by marital status, and by gender? 

Next, the analysis was disaggregated further by the critical ‘homeowner’ and 

‘non-homeowner’ categories. Starting first with homeowner data, Table 18 shows 

the range of incomes for homeowner households, with an average (mean) 

income of $54,500. 

Table 18: Gross income band for homeowner households aged 65 and over, 

HILDA Wave 14 

  Homeowner 

HILDA Wave 14 Frequency Valid Per cent Cumulative Per cent 

Negative or Zero income 5 .2 .2 

$1 - $9,999 6 .2 .4 

$10,000 - $19,999 111 4.4 4.8 

$20,000 - $29,999 513 20.2 25.0 

$30,000 - $39,999 521 20.5 45.6 

$40,000 - $49,999 370 14.6 60.2 

$50,000 - $59,999 234 9.2 69.4 

$60,000 - $79,999 263 10.4 79.8 

$80,000 - $99,999 167 6.6 86.4 

$100,000 - $124,999 125 4.9 91.3 

$125,000 - $149,999 76 3.0 94.3 

$150,000 - $199,999 74 2.9 97.2 

$200,000 or more 71 2.8 100.0 

Total 2536 100.0   

Refused/Not stated 24     

Don’t know 70     
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Table 19 shows the range of incomes for homeowner households, by marital 

status. As was seen in previous data, the single and couple household 

comparison shows that singles have lower income, with mean income of $46,400 

for single homeowner households and $58,200 for couple homeowner 

households. 

Table 19: Gross income band for homeowner households aged 65 and over, 

by marital status HILDA Wave 14 

  Single homeowner Couple homeowner 

HILDA Wave 14 Frequency 
Valid 
Per 
cent 

Cumulative 
Per cent 

Frequency 
Valid 
Per 
cent 

Cumulative 
Per cent 

Negative or Zero 
income 

3 .4 .4 2 .1 .1 

$1 - $9,999 3 .4 .7 2 .1 .3 

$10,000 - $19,999 71 8.3 9.0 39 2.5 2.7 

$20,000 - $29,999 338 39.6 48.7 160 10.2 12.9 

$30,000 - $39,999 117 13.7 62.4 388 24.6 37.5 

$40,000 - $49,999 89 10.4 72.8 262 16.6 54.2 

$50,000 - $59,999 56 6.6 79.4 172 10.9 65.1 

$60,000 - $79,999 41 4.8 84.2 211 13.4 78.5 

$80,000 - $99,999 44 5.2 89.3 117 7.4 85.9 

$100,000 - $124,999 45 5.3 94.6 71 4.5 90.4 

$125,000 - $149,999 19 2.2 96.8 51 3.2 93.7 

$150,000 - $199,999 12 1.4 98.2 54 3.4 97.1 

$200,000 or more 15 1.8 100.0 46 2.9 100.0 

Total 853 100.0   1575 100.0   

Refused/Not stated 9     14     

Don’t know 36     27     

Note: This is not equivalised income. 
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Table 20 shows the range of incomes for homeowner couple households, by 

gender. This comparison, as expected for a couple household shows similar 

income levels across males and females. The female of the couple on average 

reports only marginally lower income, with mean income of $56,900 for females 

from couple homeowner households and $59,200 for males from couple 

homeowner households. 

Table 20: Gross income band for “couple” homeowner households aged 65 

and over, by gender, HILDA Wave 14 

  Male of couple, homeowner Females of couple, homeowner 

HILDA Wave 14 Frequency 
Valid 
Per 
cent 

Cumulative 
Per cent 

Frequency 
Valid 
Per 
cent 

Cumulative Per 
cent 

Negative or Zero 
income 

1 .1 .1 1 .1 .1 

$1 - $9,999 2 .2 .3 0     

$10,000 - 
$19,999 

21 2.4 2.8 18 2.6 2.7 

$20,000 - 
$29,999 

88 10.1 12.8 72 10.2 12.9 

$30,000 - 
$39,999 

202 23.2 36.0 186 26.5 39.4 

$40,000 - 
$49,999 

142 16.3 52.3 120 17.1 56.5 

$50,000 - 
$59,999 

92 10.6 62.8 80 11.4 67.9 

$60,000 - 
$79,999 

120 13.8 76.6 91 12.9 80.8 

$80,000 - 
$99,999 

67 7.7 84.3 50 7.1 87.9 

$100,000 - 
$124,999 

47 5.4 89.7 24 3.4 91.3 

$125,000 - 
$149,999 

33 3.8 93.5 18 2.6 93.9 

$150,000 - 
$199,999 

30 3.4 96.9 24 3.4 97.3 

$200,000 or 
more 

27 3.1 100.0 19 2.7 100.0 

Total 872 100.0   703 100.0   

Refused/Not 
stated 

6     8     

Don’t know 12     15     
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Table 21 shows the range of incomes for single homeowner households, by 

gender. In this comparison females again report lower incomes, with a mean 

income of $44,000 for females from single homeowner households and $51,300 

for males from single homeowner households. Nevertheless, this analysis 

underlines the need for in-situ home equity withdrawal to encourage 

homeownership as a protective wealth variable. 

This analysis also shows that if you are single, but a homeowner, you are faring 

much better than the non-homeowners as outlined in the next section. 

These component questions have shown that homeowners are on higher 

averages incomes than non-homeowners. 

Table 21: Gross income band for “single” homeowner households aged 65 

and over, by gender, HILDA Wave 14 

  Homeowner, single, male Homeowner, single, female 

HILDA Wave 14 Frequency 
Valid 
Per 
cent 

Cumulative 
Per cent 

Frequency 
Valid 
Per 
cent 

Cumulative 
Per cent 

Negative or Zero 
income 

1 .4 .4 2 .3 .3 

$1 - $9,999 1 .4 .7 2 .3 .7 

$10,000 - $19,999 21 7.6 8.3 50 8.7 9.4 

$20,000 - $29,999 93 33.5 41.7 245 42.6 52.0 

$30,000 - $39,999 37 13.3 55.0 80 13.9 65.9 

$40,000 - $49,999 25 9.0 64.0 64 11.1 77.0 

$50,000 - $59,999 19 6.8 70.9 37 6.4 83.5 

$60,000 - $79,999 16 5.8 76.6 25 4.3 87.8 

$80,000 - $99,999 21 7.6 84.2 23 4.0 91.8 

$100,000 - $124,999 24 8.6 92.8 21 3.7 95.5 

$125,000 - $149,999 7 2.5 95.3 12 2.1 97.6 

$150,000 - $199,999 5 1.8 97.1 7 1.2 98.8 

$200,000 or more 8 2.9 100.0 7 1.2 100.0 

Total 278 100.0   575 100.0   

Don’t know 8     28     
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Table 22 shows the range of incomes for non-homeowner/renter households. 

The mean income was $40,500 for non-homeowner/renter households.  

Table 22: Gross income band for renter households aged 65 and over, 

HILDA Wave 14 

  Non-Homeowner 

HILDA Wave 14 Frequency Valid Per cent Cumulative Per cent 

Negative or Zero income       

$1 - $9,999 2 .5 .5 

$10,000 - $19,999 54 12.7 13.2 

$20,000 - $29,999 171 40.2 53.4 

$30,000 - $39,999 85 20.0 73.4 

$40,000 - $49,999 41 9.6 83.1 

$50,000 - $59,999 19 4.5 87.5 

$60,000 - $79,999 21 4.9 92.5 

$80,000 - $99,999 13 3.1 95.5 

$100,000 - $124,999 9 2.1 97.6 

$125,000 - $149,999 4 .9 98.6 

$150,000 - $199,999 4 .9 99.5 

$200,000 or more 2 .5 100.0 

Total 425 100.0   

Don’t know 24     
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Table 23 shows the range of incomes for non-homeowner/renter households by 

marital status. This analysis shows the discrepancy again between single and 

couple households with the mean income of $36,800 for single non-

homeowner/renter households and $45,300 for couple non-homeowner/rental 

households.  

Table 23: Gross income band for renter households aged 65 and over, by 

marital status, HILDA Wave 14 

  Single renter Couple renter 

HILDA Wave 14 Frequency 
Valid Per 

cent 
Cumulative 

Per cent 
Frequency 

Valid Per 
cent 

Cumulative 
Per cent 

Negative or Zero 
income 

0     0     

$1 - $9,999 2 .7 .7 0     

$10,000 - 
$19,999 

47 17.4 18.1 7 4.9 4.9 

$20,000 - 
$29,999 

141 52.2 70.4 30 20.8 25.7 

$30,000 - 
$39,999 

22 8.1 78.5 63 43.8 69.4 

$40,000 - 
$49,999 

21 7.8 86.3 16 11.1 80.6 

$50,000 - 
$59,999 

8 3.0 89.3 10 6.9 87.5 

$60,000 - 
$79,999 

14 5.2 94.4 5 3.5 91.0 

$80,000 - 
$99,999 

5 1.9 96.3 5 3.5 94.4 

$100,000 - 
$124,999 

6 2.2 98.5 3 2.1 96.5 

$125,000 - 
$149,999 

2 .7 99.3 2 1.4 97.9 

$150,000 - 
$199,999 

2 .7 100.0 1 .7 98.6 

$200,000 or more 0 100.0   2 1.4 100.0 

Total 270     144 100.0   

Don’t know 19     5     
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Table 24 shows the range of incomes for non-homeowner/renter households for 

couples and by gender. The mean income for the male of couple in non-

homeowner households was $47,000 and the for male of couple in non-

homeowner households was $43,100. Females and males in couple non-

homeowner households fare much better than singles as shown in the next 

section. 

Table 24: Gross income band for “couple” renter households aged 65 and 

over, by gender HILDA Wave 14 

  Male of couple, renter Females of couple, renter 

HILDA Wave 14 Frequency 
Valid 
Per 
cent 

Cumulative 
Per cent 

Frequency 
Valid 
Per 
cent 

Cumulative 
Per cent 

Negative or Zero 
income 

            

$1 - $9,999             

$10,000 - $19,999 3 3.6 3.6 4 6.6 6.6 

$20,000 - $29,999 18 21.7 25.3 12 19.7 26.2 

$30,000 - $39,999 34 41.0 66.3 29 47.5 73.8 

$40,000 - $49,999 9 10.8 77.1 7 11.5 85.2 

$50,000 - $59,999 6 7.2 84.3 4 6.6 91.8 

$60,000 - $79,999 4 4.8 89.2 1 1.6 93.4 

$80,000 - $99,999 3 3.6 92.8 2 3.3 96.7 

$100,000 - $124,999 2 2.4 95.2 1 1.6 98.4 

$125,000 - $149,999 2 2.4 97.6 0 1.6 100.0 

$150,000 - $199,999 1 1.2 98.8 0 100.0   

$200,000 or more 1 1.2 100.0 1     

Total 83 100.0   61     

Don’t know 3     2     

 

Table 25 shows the range of incomes for non-homeowner/renter households for 

singles and by gender. The mean income for the single males in non-homeowner 

households was $39,900 and for single females in non-homeowner households 

was $35,500. Single female renters fare the worst in terms of average income in 

retirement. 
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Table 25: Gross income band for “single” renter households aged 65 and 

over, by gender, HILDA Wave 14 

  Renter, single, male Renter single, female 

HILDA Wave 14 Frequency 
Valid 
Per 
cent 

Cumulative 
Per cent 

Frequency 
Valid 
Per 
cent 

Cumulative 
Per cent 

$1 - $9,999 1 1.2 1.2 1 .5 .5 

$10,000 - 
$19,999 

10 12.0 13.3 37 19.8 20.3 

$20,000 - 
$29,999 

45 54.2 67.5 96 51.3 71.7 

$30,000 - 
$39,999 

6 7.2 74.7 16 8.6 80.2 

$40,000 - 
$49,999 

5 6.0 80.7 16 8.6 88.8 

$50,000 - 
$59,999 

3 3.6 84.3 5 2.7 91.4 

$60,000 - 
$79,999 

5 6.0 90.4 9 4.8 96.3 

$80,000 - 
$99,999 

2 2.4 92.8 3 1.6 97.9 

$100,000 - 
$124,999 

4 4.8 97.6 2 1.1 98.9 

$125,000 - 
$149,999 

1 1.2 98.8 1 .5 99.5 

$150,000 - 
$199,999 

1 1.2 100.0 1 .5 100.0 

Total 83 100.0   187 100.0   

Don’t know 5     14     

 

Overall, the data in this section has detailed the income averages and ranges of 

Australian retiree household by a number of key factors as highlighted in the 

earlier literature including homeowner status, marital status and gender. A brief 

assessment of the income liquidity and financial health of older Australians as 

they approach retirement and are in retirement shows that the most vulnerable 

group of Australia retirees in terms of income is single, female renters. This data 

will be discussed in greater detail in Chapter 8 in terms of policy implications. 
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5.1.3 RQ3: What is the level of financial stress for Australians in retirement? 

Researchers find that subsequent work is needed to evaluate how policy changes 

might enhance wellbeing in times of financial crisis, such as making the 

retirement process more flexible, and by supporting annuitisation of retirement 

assets (Chai et al. 2011). 

The aim of this question and the following component questions is to provide an 

indication of the reported (and modelled) financial stress of retirees.  

Component questions: 

(a) What is the level of financial stress for all retirees - aged 65 and over? 

This question will establish a baseline of financial stress for retirees. 

(ii) What is the level of financial stress for homeowners - aged 65 and over?  

(iii) What is the level of financial stress for non-homeowners - aged 65 and 

over?  

These component questions will help identify any differences between 

homeowners and non-homeowners regarding experiences of financial stress. 

Note on research method: 

Data on gross household income has been extracted from HILDA. This data will 

be compared with self-reported financial stress, and matched with indicators of 

financial stress and material deprivation. However, due to the potential for under-

reporting of financial stress by elderly households, this section includes an 

assessment of perceived vs actual financial stress by comparing income to the 

Melbourne Institute of Applied Economic and Social Research’s Poverty Lines 

which were $605.04 per week (including housing) for a couple, or $427.14 per 

week (including housing) for singles17 if the head of household was not in the 

workforce. 

 

 

                                                           

17 June Quarter 2016 
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Starting first with the self-reported financial stress for all households, including 

homeowners and non-homeowners aged over 65 in 2011. The data in Table 26 

shows that over 1 in 8 non-homeowners report financial stress, with 13.5 per cent 

reporting that they could not pay electricity, gas or telephone bills on time. 

Homeowner households fared better with only 5.1 per cent reporting that they 

could not pay electricity, gas or telephone bills on time 

Table 26: Financial stress for all households, homeowners and non-

homeowners, age 65+, HILDA 2011 

Financial stress indicators All HHs % Homeowners 

% 

 

Non-
homeowners 

% 

Could not pay electricity, gas or 
telephone bills on time 

14.0 5.1 13.5 

Could not pay the mortgage or rent 
on time 

6.9 2.4 5.5 

Pawned or sold something 5.5 1.1 4.3 

Went without meals 3.8 0.9 2.4 

Was unable to heat home 4.0 2.6 9.1 

Asked for financial help from friends 
or family 

13.7 2.4 7.9 

Asked for help from 
welfare/community organisations 

4.2 1.2 6.0 

Further, 20.2 per cent ‘agree’ or ‘strongly agree’ that they have a real concern 

about their financial situation (see Table 27). 

Table 27: Agreement that the retiree (65+) has a real concern about their 

financial situation in total and by homeowner status (HILDA 2011) 

Agreement – I have a real concern about my financial situation 

Filter 65 and over, 
Wave 11 

Frequency 
all HHs 

All HHs 
% 

Homeowner 
% 

Non-homeowner % 

Strongly disagree 109 10.0 11.1 3.5 

Disagree 566 52.0 52.8 47.5 

Neither agree or 
disagree 

194 17.8 17.3 18.4 

Agree 180 16.5 15.9 22.0 

Strongly Agree 40 3.7 2.9 8.5 

Total 1089 100 100 100 
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In addition, 54 per cent ‘agree’ or ‘strongly agree’ that they had to adjust to a big 

drop in income since retiring (see Table 28). 

Table 28: Agreement on whether the retiree (65+) had to adjust to a big drop 

in income since retiring, all households and by home ownership status 

(HILDA 2011) 

Agreement – I had to adjust to a big drop in income since retiring 

Filter 65 and over, 
Wave 11 

Frequency All 
HHs 

All HHs % Homeowner 
% 

Non-
homeowner 

% 

Strongly disagree 46 4.2 4.6 2.1 

Disagree 298 27.4 28.8 17.0 

Neither agree or 
disagree 

157 14.4 14.4 13.5 

Agree 442 40.6 39.7 49.6 

Strongly Agree 146 13.4 12.5 17.7 

Total 1089 100 100 100 

In terms of whether or not their income in retirement is what they expected, 14.1 

per cent report that their income is much less than what they expected (see Table 

29), with non-homeowners reporting higher levels. 

Table 29: Current income level compared to what they expected when they 

retired for retirees (65+) by all households and by homeowner status  

(HILDA 2011) 

Current income level compared to what they expected when retired  

Filter 65 and over, 
Wave 11 

Frequency 

All HHs 

All HHs % Homeowner 
% 

Non-
homeowner % 

Much less 151 14.1 13.0 20.7 

A little less 244 22.8 22.9 22.1 

About the same 497 46.4 47.5 39.3 

A little more 151 14.1 14.0 15.7 

Much more 28 2.6 2.6 2.1 

Total 1071 100 100 100 

In addition, in terms of retiree expectations of being able to maintain their 

standard of living, a third (33.3%) of non-homeowners report that they will be 

unable to maintain their standard of living as detailed in Table 30.  
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The implications of all of these income findings and discussion on analysis is 

detailed in Chapters 6, 7 and 8. 

Table 30: Expectations of retirement income in terms of maintaining 

standard of living, all households and by homeowner status, aged 65+, 

HILDA 2011 

 

Expectations of retirement income in terms of maintaining standard of living 

 (n=222) 

 

 

Age 65 and over, HILDA Wave 11 

 

All HHs % 
Yes 

Homeowner 
% Yes 

Non-
homeowner 

% Yes 

More than sufficient to maintain your 
current standard of living 

18.5 19.9 4.8 

Just enough to maintain your current 
standard of living 

64.0 64.8 61.9 

Not enough to maintain your current 

standard of living 

17.6 15.3 33.3 

Next, to the second stage of examining financial stress in retirement, the average 

income of married and single homeowner and non-homeowner households is 

shown in Table 31 below, along with the age pension income payments as at 

June 2016. Each of these amounts is then compared to the Henderson Poverty 

Line (60 per cent) as at the June Quarter 2016 to determine the difference 

between each and the “poverty line”.  
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Table 31: Retiree income and Age Pension payments compared to 

Henderson 60% poverty line, shown for each person, per week 

 Basic 
Payment of 
Pension 1* 

Basic 
Payment 

of Pension 
2* 

Rent 
Assistance 

Total 
Income ^ 

Poverty 
Line # 

Difference 
between 
income 

and 
poverty 
line per 
person 

per week 

Married Couple 

Age 
Pension 

(June 2016) 

$330.60 $330.60 $61.50 $722.70 $605.04 $117.66 or 
$58.83 
each 

Single Adult 

Age 
Pension 

(June 2016) 

 

$438.55  $65.30 $503.85 $427.14 $76.71 

 
GROSS HOUSEHOLD INCOME (AVERAGES, HILDA 2014)** 

Married couple 65+ 
Homeowner $59,404, $29,702 each pa 

Average 
(mean) 

income 2014 
adjusted to 
June 2016  

$571.20 
each 

$571.20 
each 

 TOTAL: 
$1142.40 

$605.04 $537.36 or 
$268.68 

each 

Married couple 65+ 
Non-Homeowner $46,237, $23,118 each pa 

Average 
(mean) 

income 2014 
adjusted to 
June 2016  

$444.01 
each 

$444.01 
each 

 TOTAL: 
$888.02 

$605.04 $282.98 or 
$141.49 

each 

Single 65+ 
Homeowner $47,360 

Average 
(mean) 

income 2014 
adjusted to 
June 2016  

$910.78   TOTAL: 
$910.78 

$427.14 $483.63  

Single 65+ 
Non-Homeowner $37,561 

Average 
(mean) 

income 2014 
adjusted to 
June 2016  

$722.34   TOTAL: 
$722.34 

$427.14 $295.20  

*Assumes maximum supplements are included 
^ Assumes no other income 
# Poverty Lines are shown inclusive of housing costs, June quarter 2016 
**HILDA income figures are presented in real terms as at June 2016 
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The analysis in this section has shown the size of the buffer between retiree 

income and poverty and hence gives some indication of the risk of poverty across 

retiree households. Overall, the data in this section shows that the risk of poverty 

for retirees on the age pension as their sole source of income whether married or 

single is highest, although homeowners fare better than renters by far. This data 

is discussed further in Chapters 7 and 8. The next question will seek to test 

potential solutions to the retiree income problem, 

5.1.4 RQ4: How is retiree property wealth currently, and potentially, able to 

contribute to retirement income and lifestyle? 

This question aims to provide insight into how housing equity is (or could be) 

utilised in retirement if needed (for income). Most importantly, part of the analysis 

undertaken in addressing this question is testing the hypothesis of this thesis 

which is: 

The majority of Australia’s baby boomer retirees will be able to modestly 

supplement their retirement incomes, for a minimum term of 25 years, by 

drawing on less than 50 per cent of the equity of their owner-occupied 

property.  

Testing this hypothesis was done in two stages of modelling, detailed as follows. 

5.1.4.1 Stage One – reverse mortgage modelling 

First, a ‘reverse mortgage’ calculator was developed using the following 

parameters:  

(i) Home equity value  

(ii) Lump sum of $1,000 withdrawn at start of reverse mortgage process 

(iii) Income drawdown equivalent to the reduction in age pension entitlement 

based on current deeming rates18 of financial assets, for home equity over 

$500,000 for singles and over $750,000 for couples PLUS $200 per month 

                                                           

18 1.75 per cent for the first $48,600 and 3.25 per cent for the remainder (these are the Australian Department of Human 

Services’ deeming rates for financial assets when assessing pension eligibility as at 1 July 2015). 
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OR if home value was less than the suggested thresholds, the drawdown 

was $200 per month 

(iv) Interest rates (modelled separately for 4%, 5.25% and 6.25%) 

(v) Term 25 years 

(vi) Increasing home values 3.5 per cent per annum (adjusted monthly) 

(vii) No repayments 

(viii) No fees 

(ix) Adjusts for inflation at 2.5 per cent per annum (adjusted six-monthly) 

Assume no mortgage debt is carried over to retirement. 

Assume the household meets the age pension income test for full pension. 

Assume same payment withdrawal (plus inflation) throughout 25 year term, even 

if the house falls below the age pension deeming values. 

Compiling the sample for modelling 

In terms of compiling the sample for each stage of modelling, first, to assess 

“current” potential of home equity—that is for Australian homeowners already 

over age 65—HILDA data on home values for people/households aged over 65 

in Australia (in 2014) was compiled (n=2,514) and cross tabulated by marital 

status. Then, to assess “future” potential of home equity—that is for the baby 

boomer generation—HILDA data on home values for people/households aged 49 

to 68 in Australia (in 2014) was compiled (n=4,068) and cross tabulated by marital 

status. Next, 11 data points in each of the four samples (current retirees single; 

current retirees married; baby boomers single; baby boomers married) were 

compiled using the following data points: 

- median home value (50th percentile) 

- mean home value  

- 10th percentile home value 

- 20th percentile home value 

- 30th percentile home value 

- 40th percentile home value 

- 60th percentile home value 
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- 70th percentile home value 

- 80th percentile home value 

- 90th percentile home value 

- Randomly chosen percentile home value 

The 44 home values that were at each of these data points for each of the four 

groups is detailed in Table 32.  

Table 32: Selected home values, Australians aged over 65 (in 2014) and 

those aged 49 to 68 (in 2014) by marital status 

  

Home values, HILDA Wave 14 

Current retirees (aged 65 and over) 
 

Baby boomers (aged 49 to 68 in 
2014) 

Married/defacto 
(n= 1616) 

Single 
(n= 898) 

Married/defacto 
(n=2961) 

Single 
(n=1107) 

50th 
percentile 

$497,866 $399,798 $570,000 $444,800 

Mean $625,537 $523,457 $686,525 $557,999 

10th 
percentile 

$276,404 $210,909 $299,986 $236,500 

20th 
percentile 

$336,363 $275,000 $374,000 $298,968 

30th 
percentile 

$388,125 $313,582 $445,833 $349,822 

40th 
percentile 

$446,666 $354,000 $496,694 $386,818 

60th 
percentile 

$599,349 $490,408 $649,915 $500,000 

70th 
percentile 

$685,263 $590,000 $765,000 $594,795 

80th 
percentile 

$798,530 $686,450 $894,482 $740,000 

90th 
percentile 

$999,928 $910,831 $1,152,221 $996,210 

RAND 
between 
25th and 
75th 
percentiles 

$408,329 $431,677 $725,279 $511,952 

The home values detailed in Table 32 were then used in reverse mortgage 

simulations. Notably, only 12 of the home values (shaded in Table 32) were over 

the suggested thresholds of recent policy reports regarding potential new home 

equity exemption limits ($500,000 for singles and $750,000 for couples, NCA 

2014b, Recommendation 13). Home values are included for Australians already 

aged 65 and over, as well as for baby boomers (aged 49 to 68 in 2014). These 
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groups were modelled separately in line with the generation-targeted approach 

to policy solutions espoused in Chapter 2. 

The reverse mortgage models for each of the scenarios incorporated the age 

pension entitlement that was foregone through deeming for home values over 

$500,000 for singles and $750,000 for couples. For home values less than 

$500,000 for singles and $750,000 for couples, a drawdown of $200 per month 

was still included in the reverse mortgage model to allow for modelling of income 

supplementation for retirees across the spectrum of home values. Additionally, 

for single and couple home values that were over the $500,000 and $750,000 

proposed exemption limits, the additional drawdown that was incorporated into 

the reverse mortgage model included the foregone age pension entitlement as 

well as $200 per month. This is because, as evidenced in RQ3, both homeowners 

and non-homeowners are at risk of income poverty and both groups may benefit 

from modest supplementation to the income in addition to replacing foregone age 

pension entitlement if asset test limits were changed to include home equity 

thresholds. 

Appendix 2 includes a table of each of the starting home values, LVR after 25 

years and remaining home equity after 25 years (see Tables 57 and 58). For 

completeness, Appendix 2 also includes Tables 59 and Figure 8 which detail the 

distribution and histogram for the sample of LVRs from the reverse mortgage 

simulation that was used in the bootstrap modelling.  

For each of these 132 modelled scenarios, the loan to value ratio (LVR) at the 

end of 25 years was then used in the bootstrap analysis. The descriptive results 

from the reverse mortgage modelling of the sample of 132 is provided in Appendix 

2, Tables 57 and 58.  

5.1.4.2 Stage Two – bootstrapping LVR 

The second stage of analysis for this question was then bootstrap modelling 

(Efron 1979) the loan to value ratios (LVR) (at end of year 25) of the 132 modelled 

scenarios to the value of (n=10,0000) to determine the terminal home values and 

the 95 per cent confidence intervals of the mean and median of the LVR rates.  
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The results in Table 33 show the results of 30 bootstrap models that were 

undertaken for different groups as detailed. The table shows the upper and lower 

confidence intervals (95% CI) for loan-to-value ratios (LVR) as a percentage of 

loan outstanding at the end of the 25 year term for the bootstrapped samples 

which were modelled separately for those aged over 65 already in 2014 as well 

as separate discrete modelling for baby boomers. The modelling was repeated 

for a number of changes in condition, particularly marital status and for different 

interest rates.  

Then, the segmented samples were also combined, initially single and couple 

within each of ‘current’ and ‘baby boomer’ retirees; and then all LVRs to create 

the largest sample that was bootstrapped of (n=132).  

For each bootstrap model, 10,000 resamples were created for each of the distinct 

groups including Australians aged over 65 (in 2014) by singles (n=11) and 

couples (n=11); and then for Australians aged 49-68 (in 2014) by singles (n=11) 

and couples (n=11). The resampling was done at an interest rate of 4 per cent, 

5.25 per cent and 6.25 per cent. This is to model the effect of changes in one of 

the major costs of equity withdrawal which is interest rates. Differences in 

outcomes for marital status was explored because couples and singles are 

considered differently in terms of asset testing for the age pension in Australia. 

Consequently the drawdown that was included in the reverse mortgage modelling 

was tailored to the different proportions of housing that would be deemed (that is 

over $500,000 for singles and over $750,000 for couples), in addition to the $200 

drawdown for each household. 
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Table 33: Bootstrap 95% confidence intervals for LVR samples, segmented groups  

  

BOOTSTRAP RESULTS (n= 10,000 for each resample) 

LVRs for current retirees (aged 65 and over in 2014) 
95% confidence intervals 

LVRs for baby boomers (aged 49 to 68 in 2014) 
95% confidence intervals 

Median Mean Median Mean 

  Lower CI Upper CI Lower CI Upper CI Lower CI Upper CI 
Lower 

CI 
Upper CI 

Interest 
rate 

Couple Couple Couple Couple 

4% 0.1199 0.2080 0.1428 0.2008 0.1080 0.1986 0.1299 0.2013 

5.25% 0.1439 0.2679 0.1707 0.2446 0.1311 0.2409 0.1580 0.2433 

6.25% 0.1690 0.3147 0.2015 0.2856 0.1539 0.2829 0.1846 0.2813 

  Single Single Single Single 

4% 0.1720 0.2761 0.1931 0.2809 0.1536 0.3071 0.1825 0.2786 

5.25% 0.2086 0.3290 0.2344 0.3377 0.1860 0.3651 0.2207 0.3340 

6.25% 0.2450 0.3852 0.2732 0.3930 0.2378 0.4216 0.2667 0.3902 

  
Current retiree singles and couples combined  

(n=10,000) resampled from (n=22) 
95% confidence intervals 

Baby boomer singles and couples combined  
(n=10,000) resampled from (n=22) 

95% confidence intervals 

  Lower CI Upper CI Lower CI Upper CI Lower CI Upper CI 
Lower 

CI 
Upper CI 

6.25% 0.2246 0.3214 0.2473 0.3297 0.2129 0.3026 0.2353 0.3238 

  
Combined current retirees and baby boomer retiree singles and couples  

(n=10,000) resampled from (n=132) 
95% confidence intervals 

  Median Mean 

  Lower CI Upper CI Lower CI Upper CI 

6.25% 0.2023 0.2430 0.2243 0.2568 
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For each of the results outlined in Table 33, 10,000 samples were drawn with 

replacement from the pool of data as listed in tables 57 and 58 in Appendix 2 and 

outlined in stage one of analysis for RQ4. The medians and means were then 

calculated. In addition, Table 33 shows the sample medians that comprise the 

middle 95 per cent of the distribution of model.  

The analysis of this bootstrap modelling data could then be used for testing the 

hypothesis that:  

The majority of Australia’s baby boomer retirees will be able to modestly 

supplement their retirement incomes, for a minimum term of 25 years, by 

drawing on less than 50 per cent of the equity of their owner-occupied 

property.* 

(*subject to an average house price inflation of 3.5 per cent and no 

financing fees.) 

The test statistic in this hypothesis is loan to value ratio (LVR) as a percentage of 

loan outstanding after 25 years which the hypothesis suggests should stay under 

50 per cent. In terms of testing the hypothesis, it is the upper 95 per cent 

confidence interval (CI) that is of importance, as the hypothesis is concerned with 

maintaining an LVR below 50%. For this test, we reject the null hypothesis if the 

hypothesised parameter (LVR) lies outside of the upper 95 per cent confidence 

interval, as follows.  

Ho = Upper LVR CI = 50% 

HA = Upper LVR CI >50% 

Significance level of 5% 

The data in Table 33 shows that for each of the bootstrapped models, none of 

the upper CIs of LVRs was over 50 per cent, with the closest being 42.16 per 

cent. All upper CIs are within the hypothesised parameter (50% or less). 

Consequently, we do not reject the null hypothesis. Based on the bootstrap data, 

we can say that if we resampled, with the null hypothesis true, only 5 per cent of 

the time would we have a result more extreme than the critical value. As such, 

this analysis has shown our hypothesis stood up to testing and that: The majority 
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of Australia’s baby boomer retirees would be able to modestly supplement their 

retirement incomes, for a minimum term of 25 years, by drawing on less than 50 

per cent of the equity of their owner-occupied property.  

Further, based on the bootstrap results across the range of stakeholders e.g. 

married, single, baby boomers, currently retired, we can say with confidence that 

95 per cent of the time, we would draw medians that are between the lower and 

upper confidence intervals as detailed in Table 33. 

These results for RQ4 will be discussed in detail, including in terms of applied 

solutions in Chapters 7 and 8.  

In summary, this chapter has detailed the data and analysis in relation to each of 

the research questions regarding Australian retirees (overall and by homeowner 

status), including data on net worth, wealth components, income, variables that 

may explain some of the variation in net worth, and levels of financial stress. The 

data has supported the case that home equity may have a role in supplementing 

retirement income. Modelling was then done that proved the hypothesis of this 

thesis. Consequently, if the majority of Australia’s baby boomer retirees would be 

able to modestly supplement their retirement incomes, for a minimum term of 25 

years, by drawing on less than 50 per cent of the equity of their owner-occupied 

property, the question then turns to ‘how’, which will be discussed in Chapters 6, 

7 and 8.  

The next chapter, Chapter 6, provides a discussion of some of the results from 

RQs 1 to 3 in an applied context to seek to build a case for new home equity 

withdrawal products. The results for RQs 1 to 3 are also discussed in more detail 

in Chapter 8. 
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Chapter 6: The Potential Role of Housing Equity in 

a Looming Baby Boomer Retirement Cash flow 

Crisis: An Australian Perspective 
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6.1 Overview of chapter  

What follows is the author-manuscript (pre-print) version of the paper reproduced 

in accordance with the copyright policy of the publisher. The original publication 

is entitled “The Potential Role of Housing Equity in a Looming Baby Boomer 

Retirement Cash-flow Crisis: An Australian Perspective’, which was been 

published in the journal Housing, Theory and Society in 2015. The candidate’s 

contribution to this paper includes the initial concept and empirical design, 

collection and analysis of data, and the writing and preparation of the manuscript.  

In the context of this thesis, this chapter discusses and provides a critical analysis 

of some of the results of RQs 1 to 3 in an applied context and links those results 

to earlier insights from the literature review of Chapter 2. The article builds a case 

for new home equity withdrawal mechanisms for retirees and concludes with the 

suggestion of new financial products for home equity decumulation in retirement, 

to supplement retiree income.  

6.2 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 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 chapter is to examine the role of housing equity in supporting 

retirement consumption and income needs and easing financial stress in later 

retirement. The chapter also examines the potential for new financial instruments 

tailored for retirees seeking to decumulate housing equity at low cost. 

Incorporating 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 home ownership for 
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different Australian households, with the primary objective being to identify issues 

that affect home equity decumulation. 

 

Key Words: Home ownership; household finance; retirement, financial stress, 

housing equity. 

6.3 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 chapter 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 O’Mahony 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 over will more than 

quadruple from 0.3 million in 2007 to 1.73 million in 2056 (ABS 2006b). These 

developments will place significant pressure on Australia’s social security, health, 

aged care, and retirement investment systems. 

Several studies, including Freebairn et al. (2010), Bradbury (2010a, 2010b), and 

Wood et al. (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 et al. 2011; Haffner 2008). 
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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 2016). 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 

2012e). 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 chapter, 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 chapter will explore the financial wellbeing of current 

retirees and the potential and capacity of home equity to fund later stages of the 

financial life cycle, both in Australia and within an international perspective. This 

research has important implications for social policies and financial products 

designed to increase the lifestyle and cash flow options for retirees, as well as 

providing a better understanding of the experience of home ownership 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 
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financial life cycle. The contribution of this chapter is relevant to policy makers, 

financial institutions, financial planners as well as individuals. 

The remainder of this chapter 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. The next section provides a 

review of background literature on key aspects of Australian home ownership, 

including comparisons with other countries, and provides context for the study of 

home ownership, wealth and retirement in Australia, within a global context. This 

context includes description of the very different experiences of retired 

homeowners and non-homeowners in Australia and internationally.  

6.4 Background Studies 

This section provides a review of the literature relating to home ownership in 

Australia and internationally, the fiscal wealth profile of retirees in Australia, and 

financial options and wellbeing in retirement. In describing the context for home 

ownership in Australia, Stimson’s (2011) study, 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 

home ownership 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 first-home 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’ home ownership lots by state land developers, and planning 

policies which promoted detached housing, the house type most desired by 

purchasers (Bradbury 2010a). 
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Of particular interest to this study is that older retirees in Australia have a relatively 

high level of home ownership among comparable economies. This translates into 

a relatively high level of average housing wealth in older age groups (Bradbury 

2010a). In most countries, home ownership rates and housing wealth fall 

significantly after retirement age. Chiuri et al. (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 

home ownership rates among their older retirees. This high rate of home 

ownership has been found in countries with relatively less developed welfare 

states (Kemeny 1981). Seminal studies by Kemeny (1980, 1981) and Castles 

(1998) have proposed that there has long been a trade-off between the size of a 

country’s owner-occupied housing sector and the size of its welfare programs. At 

the macro-level, Castles et al. (1996) found this inverse relationship between 

home ownership and welfare to hold for many OECD countries in the 1980s. A 

growing number of social policy specialists believe that as welfare states retreat, 

particularly those Esping-Anderson (1990) classifies as liberal-welfare regimes, 

there is a growing interest in the welfare role of housing wealth, particularly when 

home ownership has been assisted by public funding contributions and tax 

concessions (Doling et al. 2010). 

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 life cycle theory which 

predicts that in the later years of life, individuals should decumulate assets 

(including housing equity) to support retirement consumption needs.  

There is some recent comparative evidence supporting the effectiveness of 

increasing the welfare role of housing in retirement. Empirical evidence in 

Ritakallio (2003), for example, showed that the real differences between Australia 

and Finland in terms of old-age poverty are only modest once housing costs are 

considered. Doling and Ronald (2010) report a significant positive correlation 

between before-housing poverty rates among the over 65s and the rate of home 
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ownership in a sample of EU countries. This system relies on reduced housing 

costs in retirement levelling out after-housing poverty rates. 

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 of the experience in six countries, Yates et al. (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. Housing wealth has traditionally been an important pillar supporting 

Australian retirement policy (Baxter et al. 2005), but not necessarily as a source 

of retirement income.  

For the most 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 would be presumably 

under ‘other investments’ along with currently being favourably accommodated 

in the means-tested age pension, and in some self-managed superannuation 

funds. 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 
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century, home ownership has been considered a central pillar of Australian 

retirement planning, reinforced by tax and benefit subsidies for owner occupation. 

However, housing equity has not been the subject of research in terms of 

providing retirement income (Bradbury et al. 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 for 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 home ownership in Australia presently 

exceeds $5 trillion (ABS 2013d) 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 2012b). 

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 et al. 2008; Smith et al. 2002). 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 launched in 2013 allows an older homeowner to grant an investor the 
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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. 2012b). 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. 2012b). 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 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 chapter is looking at what the household does in terms of home 

ownership 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 
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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. 

In relation to property wealth, Chiuri et al. (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, 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. 
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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 home 

ownership 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).  

More recently, flexible mortgages have grown in popularity in countries with well-

developed mortgage markets, including Australia and the UK. Broadly speaking, 

a flexible mortgage is a secured loan that can be repaid in varying instalments 

while at the same time allowing the homeowner–borrower to access housing 

equity up to some agreed limit (Klyuev et al. 2010). Given the risk of poverty for 

more than one in three retirees outlined earlier in this chapter, 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 cash flow 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 
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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, the advent of more flexible 

mortgages as a source of cheap finance for non-housing expenditure is one 

reason that homeowners have increased mortgage debt. Unfortunately, 

homeowners that withdraw home equity to meet spending needs earlier in their 

life cycle will eat into their longer-term housing equity and wealth. This 

perspective is reinforced by Heylen et al. (2012), who conclude that it is not about 

the home ownership rate per se, rather the rate of outright owners that determines 

the reduction in after-housing poverty rates.  

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) point to the need to manage 

risks better in that 20-year period. However, this chapter 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 
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financial longevity is increasingly being placed as the responsibility of individual 

households. In the context of this chapter, 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 2012e). 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 2012e). 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 34 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. 

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 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 of interest, and concern, 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 2004; 2012).  
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Table 34: Home ownership Rates in Australian Capital Cities, the Australian 

Capital Territory (ACT) ACT and the Northern Territory (NT), and proportion 

of homeowners with a mortgage in age range 55-64 years in 1994-96 and 

2009-10. 

Australian Capital City 

or Territories 

Mean House 

Price ($000) 

Home ownership rate by (%) by age of 

household reference person 

  40-59 years 60 years and over 

Sydney 590 74 84 

Melbourne 369 86 86 

Brisbane 328 73 79 

Adelaide 265 79 79 

Perth 307 79 78 

Hobart 248 80 84 

ACT and NT 363 75 76 

55-64 y.o homeowners 
1994-96 

55-64 y.o homeowners 
2009-10 

Overall With a Mortgage Overall With a Mortgage 

80% 10% 82% 31.4% 

Source: ABS Survey of Income and Housing Costs, 2004, Confidentialised Unit Record File and ABS 
(2012) Year Book Australia, 2012 Cat. No. 1301. 

Outside of the capital cities, there are equally high ownership rates among 

households located in most areas along the southeast coast of Australia. In the 

ABS (2011) Census, data showed that just over two-thirds (67.0%) of Australian 

households owned their home (with or without a mortgage). The Northern 

Territory recorded the lowest home ownership rate (46.2%), and Tasmania the 

highest (70.4%) (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, older people regard their house as suitable for their 

needs, including pursuing a range of retirement activities, and accommodating 
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family and visitors (Judd et al. 2010). 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 home ownership, 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 home ownership will outweigh even the ongoing costs 

associated with the home, particularly when compared to rental affordability in 

retirement (Bradbury 2010a, 2010b). 

Looking at the extent to which the equity in housing is utilized to support 

retirement lifestyles either through downsizing, using as 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 et al. 2012). Nevertheless, a relatively 

common view, as in Chen’s et al. (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 et al. (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 chapter, 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 
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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 

(2012b) 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 intend 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 2012b). 

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 et al. 2010; Leviton 

1999). Research by Bridge et al. (2010) details numerous factors impacting the 

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 home 

ownership 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.  



162 

 

6.5 Data and Method 

The empirical component of this chapter 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 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 of Applied 

Economic and Social Research).  

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 chapter covers includes 

those related to fiscal wealth, home ownership and home value, age, and some 

family and life cycle dynamics, retirement income consumption and financial 

wellbeing in retirement. 

6.6 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 preliminary and 

descriptive data on the net worth and home ownership 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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6.6.1 Descriptive Data 

Primary Research Question: What is the potential role of home ownership in 

building retirement wealth and supporting retirement consumption in Australia? 

(Note: the primary research question of the thesis has been modified since the 

publication of the journal article that forms this chapter. The re-worded primary 

research question is now: Could the housing equity of Australia’s baby boomers 

supplement their retirement income? 

This chapter provides an overview of data related to this primary research 

question. Earlier in this chapter, 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. Over the 2006 to 2010 period, the 

average real wealth per household in Australia grew by an annual compound rate 

of around 1 per cent (Finlay 2012). Wealth, however, is concentrated among a 

relatively small number of very wealthy households (Melbourne Institute of 

Applied Economic and Social Research 2012), and hence in summarising wealth 

accumulation among the “typical” Australian household it may be useful to 

compare median and mean levels of wealth. HILDA data shows that median 

wealth in Australia in 2010 for example was a little less than $400,000, compared 

with mean wealth of $700,000 (Finlay 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.  
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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 4.  

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 4 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 4: Mean Values of Household Net 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. 

-100,000

-50,000

 -

 50,000

 100,000

 150,000

 200,000

 250,000

 300,000

 350,000

 400,000

$A
U

D

Asset and Debt classes

2002

2006

2010

<<<6 Asset classes

5 Debt classes >>>



165 

 

Note: The data used in Figure 4 has had the monetary values converted to December 2010 prices to remove 
the effects of inflation. The adjustments are made based on the Australian Bureau of Statistics Consumer 
Price Index (Catalogue No. 6401.0) using the values of the index in the September quarter of 2002, 2006 
and 2010 (since over two-thirds of interviews are conducted in the September quarter) and the December 
quarter of 2010. In practical terms, this involves increasing the wealth figures reported by respondents by 
25.6 per cent for the 2002 data, by 11.8 per cent for the 2006 data and by 0.4 per cent for the 2010 data. 

Table 35 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 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 home ownership’, ‘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.  
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Table 35: 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 

primary home 

Equity in 

all other 

assets 

Total Sample 

45-64 years  

No housing equity withdrawal 427.6 674.5 1,102.2 2,403 

Sold home and moved out of home 
ownership 

347.3 183.9 531.2 21 

Downsized to a home that left them 
with a smaller mortgage 

634.0 768.5 1,402.5 34 

Mortgage equity withdrawal 

 in situ 

385.9 449.6 835.5 656 

65+ years  

No housing equity withdrawal 418.6 419.2 837.7 1,675 

Sold home and moved out of home 
ownership 

260.8 114.8 375.6 14 

Downsized to a home that left them 
with a smaller mortgage 

527.2 268.1 795.3 31 

Mortgage equity withdrawal 

 in situ 

613.7 490.4 1,104.0 49 

Source: Ong et al’s (2013a) results 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 home 
ownership; downsizing to a home that leaves a smaller mortgage; and mortgage equity withdrawal in situ 
(or trading up). Asset and debt estimates are only available in intermittent Waves of the HILDA survey (i.e. 
2002, 2006 and 2010), consequently 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 over-mortgaging (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 person-period 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. 

The background literature section of this chapter 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.  
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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 increase 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 et al.  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 

to look at their housing equity (Bradbury et al. 2012, HILDA data). Table 36 

provides information on the indicators of financial stress and 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 home ownership.  
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Table 36: Financial stress and material deprivation experiences of older 

home owners, by home equity withdrawal mechanism, person-period data  

  

Mortgage 
equity 

withdrawal in 
situ % 

Downsized to a 
home that left 

them with a 
smaller 

mortgage % 

Sold home and 
moved out of 

homeownership 
% 

No housing 
equity 

withdrawal 
% 

Could not pay 
electricity, gas or 

telephone bills on time 
11.5 9.3 16.5 5.9 

Could not pay 
mortgage or rent on 

time 
4.8 4 8.9 2.5 

Pawned or sold 
something 

2.8 4.9 6.3 1.6 

Material deprivation indicator 

Went without meals 1.8 1.9 3.2 1.1 

Was unable to heat 
home 

1.7 2.8 6 1.4 

Asked for financial 
help from friend or 

family 
6.5 7.7 11.6 3.4 

Asked for help from 
welfare/ community 

organisations 
1.5 2.1 3.8 1.2 

Source: Ong et al’s (2013a) data from the 2001-10 HILDA Survey. 

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. 
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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.   

6.6.2 Evaluative Data 

This section provides preliminary 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, 22.37 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, 16.31 

per cent agree or strongly agree that they have a real concern about their financial 

situation. The concern about finances seems strongest for younger age groups, 

with 44.33 per cent of respondents aged 45 to 54 years agreeing or strongly 

agreeing that they have a real concern about their financial situation, and 27.12 

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.  
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Figure 5: 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 5 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. The average superannuation balance of 45-64 year olds in Australia in 

2010 was low for some key reasons. First, the compulsory superannuation 

scheme in Australia came into operation in 1992 so many 45-64 year olds in 2010 

had not been making superannuation contributions across their career span. 

Second, the workforce composition, particularly for women has meant that some 
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people have very low or no superannuation particularly in the baby boomer 

generation (ASFA 2015). 

Disaggregating this data from Wave 10 of HILDA a little further, Figure 6 shows 

the proportion of Australian homeowners aged 65-74 year 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 home ownership’, shown 

earlier in Table 32, yet again indicating the potential for more cost effective ways 

to decumulate housing equity in situ.  

Figure 6: 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). 

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).  
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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 37.  

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 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. 
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Table 37: 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 to 2010 

Source: Ong’s et al. (2013a) calculations from the 2006 to 2010 HILDA surveys 
***, ** and * denote statistically significantly different from ‘no housing equity withdrawal’ at the 1, 5 and 10 
per cent level, respectively. 

  

 
 
 

Expenditure item 

65+ years 

Mortgage equity 
withdrawal/ 
Mortgage 
increase 

Downsized 
to a home 
that left 

them with a 
smaller 

mortgage 

Sold home and 
moved out of 

homeownership 

No 
housing 
equity 

withdrawal 

Home repairs, 
renovations and 
maintenance  

37.1 54.4*** 23.8** 36.6 
 

Education fees 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 

46.2 40.4 31.7** 45.0 

Transport costs 43.2 28.1** 28.6** 41.9 

Telephone and 
internet charges 

35.6*** 50.9 34.9** 46.9 

Computer and related 
devices 

25.0* 24.6 12.7 18.6 

Audiovisual equipment 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 

Meals eaten out 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 

34.1 42.1** 25.4 28.2 

Sample 134 57 63 3,939 
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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 chapter 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 cash flow 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. 
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6.7 Conclusion 

This chapter aims to provide insight into the current and potential utilisation of 

home equity in supporting retirement and healthy ageing in Australia. In addition, 

this chapter discusses the 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 retiree-housing 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 home ownership has outlined that 

Australians have, overall, high levels of home ownership 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 life cycle and 

consequently places pressure on other sectors of housing such as the rental 

market and public housing.  

The data from HILDA outlined in this chapter 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 

chapter 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 (e.g. Bradbury et al. 2010, 
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Bradbury 2010a, 2010b; Munro 2011; Wood et al. 2012). The literature on the 

financial life cycle as it relates to housing equity also shows a gap in research 

regarding the place of home ownership 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 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 cash flow 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 cash flow 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. 

The next chapter takes up the challenge posed by Chapter 6 to ‘test’ a potential 

new home equity drawdown mechanism and proposes a new product—a ‘Home 

Equity Account’. 
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Chapter 7: Averting poverty and government 

budgetary pressure through releasing home 

equity: An informed, safe solution for baby 

boomer homeowners 
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7.1 Introduction 

What follows is the author-manuscript (pre-print) version of the paper reproduced 

in accordance with the copyright policy of the publisher. The original publication 

is entitled “‘Averting poverty and government budgetary pressure through 

releasing home equity: a safe and informed solution for baby boomer 

homeowners’, which was published in the Financial Planning Research Journal 

in 2016 and is available at 

https://www.griffith.edu.au/__data/assets/pdf_file/0003/868080/FPRJ-V2-ISS1-

pp55-79-averting-poverting-and-government-budgetary-pressure.pdf. The 

candidate’s contribution to this paper includes the initial concept and empirical 

design, collection and analysis of data, and the writing and preparation of the 

manuscript.  

This chapter takes up that challenge posed in Chapter 6 of shaping new home 

equity decumulation solutions for Australian retirees. This chapter discusses 

results in Chapter 5, particularly for RQ4, in the context of all previous chapters. 

This chapter/article builds on the literature, data and analysis in Chapters 2 to 6 

to present a case for new product development for home equity decumulation for 

baby boomer retirees in Australia. Specifically, this paper suggests a generation-

targeted solution for supplementing baby boomer retiree income – Home Equity 

Accounts (HEA). Home equity decumulation scenarios are modelled within 

selected parameters to demonstrate the viability of HEAs, alongside discussion 

of related reform to age pension policy in Australia.  

7.2 Abstract 

Homeowner baby boomers have relatively high levels of wealth in their homes 

and relatively low levels of superannuation. At the same time, non-homeowner 

baby boomers, especially lone retirees, appear to be in increasing need of income 

support such as that provided by the Age Pension. Both of these groups will need 

income support mechanisms during their retirement. In this context, policy 

momentum has been building in Australia for the inclusion of home equity in the 

retirement income mix. To address that need, this chapter outlines a generation-

targeted solution for supplementing baby boomer retiree income through 
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efficiently drawing on housing equity. The proposed new product - Home Equity 

Accounts - differs from existing related products by being government-backed, 

securitised and incorporating financial planning. 

7.3 Context and Purpose of Chapter 

In a time of increased awareness of the need to self-fund as much retirement 

consumption as possible, the incidence of poverty among older Australians 

continues to increase. Many older Australians will face significant income 

shortages in retirement, particularly retired renters (ACOSS 2014). However, 

even if a retiree owns their home outright, the financial considerations of 

remaining at home in later retirement are also becoming complex with income 

pressure from longer life expectancies and greater individual responsibility for 

financing health and aged care.   

Consequently, this chapter details the financial wellbeing of older homeowners 

and renters and illustrates the current and potential role of housing equity in 

Australian retirement portfolio composition. This study contributes to a case for 

new financial product development for Australian retiree income supplementation 

that is suited to Australian retirees who have a dominance of housing equity in 

their wealth portfolios.  

The purpose of this chapter is to (1) illustrate that Australia needs a generation-

targeted solution to supplement retiree incomes for baby boomers, and that 

drawing on home equity is a necessary component of that solution; (2) review 

existing products in this market and highlight the opportunity for further product 

innovation; and (3) provide a framework for a new solution in this space that may 

deliver social and economic benefits. In relation to objective 1, this chapter 

explores the theory and context of home ownership in Australia for baby boomer 

retirees (conventionally those born 1946–1965) along with Generation X (born 

1966–1976) and Generation Y (or Millennials) (born 1977–1986), including the 

recent policy directions regarding retirement income. The scope and market 

penetration of existing home equity release products will be detailed for objective 

2, highlighting the potential gaps in the home equity withdrawal market. The 

solution proposed in meeting objective 3 will draw on evidence of retiree 
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preferences in home equity withdrawal products, retiree wealth portfolios, recent 

market developments and analysis of home equity withdrawal scenarios.  

In building a case for new housing equity withdrawal products, we consider the 

high levels of home ownership prevailing among older Australians and the extent 

to which Australian retirees are decumulating their housing equity, including the 

current mechanisms for doing so. We suggest that new retiree income product 

offerings linked to home equity could leverage from existing and emerging 

products that better fit retiree needs and risk profiles, and that through integration 

with better financial planning, can help drive generational reform in home equity 

decumulation. We consider suitable parameters for potential products and 

pathways to home equity decumulation in retirement for baby boomers, including 

a policy sunset clause to emphasise the generation-targeted nature of the 

proposed retiree income solution. To do so, we use data from the Household, 

Income, and Labour Dynamics in Australia (HILDA) survey to examine the 

income and asset holdings of older Australians and the levels of financial stress 

among retirees. The important distinguishing feature of the HILDA survey is that 

it has interviewed substantially the same households (9,835) and individuals 

(25,391) every year since 200119, thereby allowing researchers to see how their 

social, economic, and financial circumstances have changed over time (Wilkins 

2015). The HILDA survey is population weighted to be representative of the 

Australian population and includes detailed data on some three thousand retirees 

(aged 65 years and over). The variables we analyse include family and life cycle 

dynamics, age, home ownership, household debt, wealth, savings behaviour, 

consumption, and economic and subjective wellbeing in retirement. The analysis 

in this chapter examines the extent and sources of current financial strain for 

retirees and potential solutions based on the composition of their wealth and the 

age pension policy challenges.  

In relation to existing retiree home equity release products, the very limited 

market penetration outlined in this chapter will be discussed in terms of the 

product features that are preferred by retirees for home equity withdrawal 

products, to illustrate the lack of products that meet retiree expectations for such 

                                                           

19 Note: In 2011, there was a ‘top-up’ sample of 2,153 households and 5,451 persons to counter sample attrition. 
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products. This chapter proposes a safer, supported mechanism, namely Home 

Equity Accounts (HEAs), that enables retirees to relieve financial stress and meet 

their health and aged care needs by efficiently and safely decumulating housing 

equity for increased cash flow. Importantly, the proposed solution has financial 

planning embedded as a core component of operationalising the HEA product. 

We conjecture that HEAs could support healthy ageing and assist baby boomers 

to live well, while simultaneously reducing the pressure on public pensions. Thus, 

we set a challenge to engage more Australians in the emerging conversation 

regarding age pension asset tests, and to question and reset the biases that 

many Australians hold about housing and retirement income.  

The remainder of the chapter is structured as follows. The next section outlines 

the context, breadth, depth and value of home ownership in Australia across 

several generations, and the context of retiree income in Australia. Then the 

existing theoretical basis for retiree home equity withdrawal is explored including 

potential weaknesses in the retiree home equity withdrawal theory base. Current 

Australian retiree home equity withdrawal products are then outlined, 

underscoring the nascent state of home equity withdrawal in Australian 

retirement, culminating in a proposed solution for retiree home equity withdrawal 

in Australia, that is, HEAs. Several retiree home equity withdrawal / income 

supplementation scenarios are then modelled and the critical role of financial 

planning in operationalising a HEA is then described, followed by suggested 

areas of further research.   

  



182 

 

7.3.1 Building the case for home equity withdrawal products 

7.3.1.1 Context of home ownership, retiree wealth and retirement income in 

Australia 

Numerous publications have detailed the ageing of Australia’s population (ABS 

2012a; Johnson et al. 2015; Ong et al. 2013a). However, unlike this existing 

literature, we aim to link data on the ageing population and their income in 

retirement, with home ownership status, and the superannuation and housing 

wealth components of Australian retirees.  

In terms of existing retirees, Australia currently has over three million people aged 

over 65 years (ABS 2012a) with 50 per cent receiving the full age pension and 

30 per cent receiving a part pension, collectively accounting for the some 80 per 

cent of all retirees receiving at least some age pension (Rothman 2012). In terms 

of the wealth of Australians overall, Table 38 shows that in 2015 housing equity 

remains the primary source of wealth at $5.9 trillion (ABS 2015b), compared to 

just $2 trillion in superannuation (APRA 2015).  

However, these aggregates mask differences in the form of the wealth by 

generation. When we calculate the estimates and projections for the different 

generations at or approaching retirement, the significance of housing wealth for 

baby boomers becomes more apparent. Baby boomers hold most of their wealth 

in home equity and the release of home equity for income represents a huge 

potential in helping baby boomers cross the retirement income chasm. Hence, 

further analysis of differences in generational asset holdings warrants analysis 

that is more detailed and is the subject of the following section.  

There are no universal definitions of generations. However, the ABS has defined 

the ‘baby boomer’ generation as those born between 1946 and 1965, while 

‘Generation X’ and ‘Generation Y’ are those born between 1966 and 1976, and 

1977 and 1986, respectively. In 2006, the size of the baby boomer cohort in 

Australia was 5.47 million while Gen X and Y combined were another 5.49 million 

(ABS 2006a). With the bulk of the baby boomers turning 65 between 2011 and 

2029, we now examine the major asset holdings of home equity and 

superannuation for baby boomers compared with Gen X and Y over the same 

period. 
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Starting first with home ownership and home equity, the baby boomer generation 

has generally high levels of home ownership. Baby boomers in 2011 had an 

overall home ownership rate of approximately 78 per cent (ABS 2012b, 2013e) 

and as shown in Table 38, have approximate total home equity valued (in nominal 

terms) at $1.39 trillion compared to only $540 billion for existing retirees (those 

aged over 65 years) in 2011. Further, it is notable that the housing equity of 

existing retirees has continued to grow markedly with retiree home equity growing 

to over $830 billion in 2014, a growth rate well above the approximate 10 per cent 

increase in the number of retirees, underlining the scale of growth in home equity. 

Looking ahead to 2031, when all baby boomers will be aged more than 65 years, 

the projected value of home equity is expected to be $2.48 trillion for baby 

boomers alone (see Table 38).    

In contrast, if we consider superannuation wealth for the various age cohorts in 

Australia, in 2013–14, the median baby boomer superannuation balance was 

approximately $59,000 (including zero balances), ($93,000 for males and 

$36,000 for females). In comparison, the mean balance (also including zero 

balances) was approximately $164,000 ($215,000 for males and $114,000 for 

females) (Clare 2015), clearly demonstrating the positive skewness (a long thin 

tail extending to the right) of the distribution of superannuation account balances. 

In comparison, Gen X had a median superannuation balance of approximately 

$35,000 (including zero balances) ($47,500 for males and $26,000 for females). 

The mean balances for Gen X, including all zero balances, was approximately 

$59,000 ($74,000 for males and $45,000 for females) (Clare 2015). 

Overall, the data in Table 38 shows that over the longer term, the value of home 

equity will remain more than superannuation holdings as a whole, but is more 

skewed for baby boomer home equity holdings than for their superannuation. In 

contrast, by 2033, both Gen X and Gen Y will hold more superannuation than 

home equity.  
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Table 38: Superannuation and housing value and equity* 

Time period and age 
profile 

Superannuation Housing wealth Size of cohort 

 

2011 

Retirees 65+ 

$267 billion# $540 billion1 

(equity*) 

3.1 milliona 

2011 

Baby boomers (ages 45-
64) 

$780 billion##  $1.39 trillion2 5.5 millionb 

2014 

Retirees 65+ 

$454 billion^ $830 billion3 

(equity*) 

3.44 millionc 

2015 

All ages 

$2 trillion+ $5.9 trillion4 23.5 millionc 

2029-2033 

Gen X & Gen Y (will be 
aged between 47-64) 

$4 trillion& 

(in 2029) 

$1.5 trillion5 5.49 millionb 

2033 

Baby boomers + 
migration 

(will all be aged over 65 
by 2033) 

$836 billion& $2.48 trillion6 

 

6.1 milliond 

2033 

All ages 

$7.6 trillion++ Est. $10 trillion7 33 milliond 

*The term ‘equity’ is used here to specifically refer to non-mortgaged housing value. 
#Author’s own calculations approximated by taking proportion of superannuation assets held by Australians 
over 65 in 2009-10 (20.4%) (Clare 2011) against total superannuation assets in 2011 of $1.31 trillion (APRA 
2012)  
## Author’s own calculations approximated by taking proportion of superannuation assets held by Australians 
aged 45-64 in 2009-10 (59.6%) (Clare 2011) against total superannuation assets in 2011 of $1.31 trillion 
(APRA 2012) 
^ASFA (2015)  
+ APRA (2015) 
& Deloitte (2015) 
++Deloitte (2015) $7.6 trillion in future nominal dollars 
1 Authors’ calculations based on 3.1 million Australians aged over 65 (ABS 2012b), with 56% sharing a 
household with a spouse (ABS 2012b) resulting in approximately 2.2 million households, 83% of which (1.8 
million) are owner occupied (ABS 2013d) by the conservative median house price of $300,000 (HILDA 2011 
Median home value of those aged 65+) = $540 billion in retiree housing equity. 
2 Authors’ calculations based on 5.5 million Australians aged 45- 64 (ABS 2012b), with 49% sharing a 
household with a spouse (ABS 2012b) resulting in approximately 3.96 million households, 78 per cent of 
which (3.0888 million) are owner occupied (ABS 2012d) by the conservative 2011 ‘median’ house price of 
$450,000 (HILDA 2011 Median home value of those aged 45-64) = $1.39 trillion in retiree housing equity. 
3Authors’ calculations based on 3.44 million Australians aged over 65 in 2014 (ABS 2012b), with 56% cent 
sharing a household with a spouse (ABS 2012b) resulting in approximately 2.66 million households, 78% of 
which (2.08 million) are owner occupied (ABS 2012d) by the conservative median house price of $400,000 
(HILDA 2011 all those aged 62+ who would then be 65+ in 2014) = $832 billion in retiree housing equity. 
4 ABS 2015b 
5 Conservative estimate only. Author’s own calculations based on 49% of Gen X and Gen Y living with a 
spouse (ABS 2012b, 2013e) (49% of 5.49 million = 2.7 million) by 53% home ownership (ABS 2012b, 2013e) 
= approx. 1.5 million households by the median home value for ages 25-45 of $400,000 (HILDA 2011) = 
$600 billion (plus 0.5% per annum for growth each year in home ownership rate, including shared 
households) indexed at 2.5% for inflation, plus 2.5%pa  in value growth over the time period 2015-2033 = 
$1.5 trillion (ignoring intergenerational transfer). 
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6Conservative estimate only. Author’s own calculations of $1.39 trillion (2011 baby boomer home equity 
estimate) indexed at a rate of 2.5% to account for 5% home value increase and 2.5% inflation = $2.28 trillion 
plus 0.6 million new migrants with home equity $210 billion = $2.48 trillion. 
7 Conservative estimate only. Author’s own calculations (excludes new homes) as calculated by $5.9 trillion 
in home value as at 2015 indexed by 2.5% per annum, compounded monthly until 2033 = $10.2 trillion. 
a ABS 2013c 
b ABS 2006b 
c ABS 2015c 
d ABS 2013b  6.1 million includes migration, 33 million approximate (Series A assumptions) 

Gen X and Y (including those aged under 35 years who were heads of 

households) had a home ownership rate of 53 per cent in 2010 (ABS 2012b, 

2013e) with an approximate aggregate home value of $600 billion20, albeit with 

most being owned but mortgaged. However, the projected value of 

superannuation in 2029 for Gen X and Y is approximately $4 trillion compared to 

the baby boomer superannuation total in 2033 of $836 billion (see Table 38). That 

is, in terms of potential sources of retirement income, Gen X and Y will be 

relatively better able to draw on their superannuation. 

The relatively high rate of home ownership and lower levels of superannuation 

for baby boomers already suggests a way forward, but the baby boomers are not 

uniform and there are sizable segments that are not homeowners and in fact face 

the real risk of poverty. As shown in Table 39, for households with a person aged 

65 years and over, approximately 11 per cent are renters, rising to 17.6 per cent 

of lone-person households (ABS 2012b). 

Table 39: Living arrangements for Australians aged over 65 by household 
composition, 2009-10 

Household 
Composition 

Estimated 
number of 

households 

Homeowner 
% 

Renter % Other living 
arrangement 

% 

Lone person 742.0 75.9 17.6 6.5 

Couple only 741.6 91.4 5.8 2.8 

All households 1,767.5 84.6 11.1 4.3 
   Source: ABS 2012b 

The divide between homeowners and non-homeowners is even starker in terms 

of the differences in wealth as depicted in Figure 7. The mean value of the home 

alone for homeowners aged over 65 years is almost five times more than that of 

all non-homeowner assets combined.21  

                                                           
20 Conservative estimate only. Author calculations based on 49% of Gen X and Gen Y living with a spouse (ABS 2012b, 2013e) (49% 

of 5.49 million = 2.7 million) by 53% homeownership (ABS 2012b, 2013e) = approx. 1.5 million households by the median home 

value for ages 25–45 years of $400,000 (HILDA 2011) = $600 billion housing value. 

21 2014 HILDA mean home value for +65 years homeowners is $584,131 compared with all assets of +65 year non-homeowners of 
$120,208, a wealth ratio of 4.85:1 
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Figure 7: Mean asset and debt components for those aged 65 

years and over, by home ownership status, 2010 and 2014 

 

Source: Authors’ own calculations. HILDA 2010: (n=1624 (all); 1294 (homeowners); 256 (non-homeowners)) 2014: (n= 3112 (all); 

2543 (homeowners); 444 (non-homeowners)) 

Note: Monetary values were converted to September 2014 prices, the adjustments were made based on the Australian Bureau of 

Statistics Consumer Price Index (Catalogue No. 6401.0) using the values of the index in the September quarter of 2010 and 2014. In 
practical terms, this involved increasing the wealth figures reported by respondents by 10.3 per cent for the 2010 data. Consequently, 

this chart is different to the printed version of this journal article. 

Not only is there a disparity between homeowners and non-homeowners in terms 

of the components of wealth, but also in terms of the income in retirement. Table 

40 shows the gross income bands of all retirees, with 44.5 per cent overall having 

a gross income under $30,000, and then when disaggregated by home ownership 

status, with only 39.1 per cent of homeowners having an income less than 

$30,000 compared to 64.3 per cent of non-homeowners.  
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Table 40: Gross income bands for fully retired Australians by homeowner 

status, 2011 

 All households 

cumulative per cent 

(n=2,477) 

Homeowner 

households 

cumulative per cent 

(n= 1,957) 

Non-homeowner 

households 

cumulative per cent 

(n= 442) 

Negative or $0 .2 .2 .5 

$1-$9,999 .8 .6 2.0 

$10,000-$19,999 17.8 13.9 33.0 

$20,000- $29,999 44.5 39.1 64.3 

$30,000-$39,999 60.5 56.4 75.8 

$40,000-$49,999 72.1 69.4 82.4 

$50,000-$59,999 79.3 77.5 86.0 

$60,000-$79,999 87.6 86.5 91.6 

$80,000-$99,999 91.8 90.6 95.7 

$100,000 and over 100 100 100 

Source: Authors’ own calculations from HILDA Wave 11. 

 

Additionally, 54 per cent of those aged 65 years and over agreed or strongly 

agreed that they have had to adjust to a major decline in their income since 

retiring (see Table 41). 
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Table 41: Percentage of retirees (aged +65 years) reporting having to adjust 

to a major decline in income since retiring, 2011 

Level of Agreement with the statement  

“I have had to adjust to a big drop in my 

income since retiring”.  

Per cent  

(n=1,089) 

Strongly disagree 4.2 

Disagree 27.4 

Neither agree nor disagree 14.4 

Agree 40.6 

Strongly agree 13.4 

Source: Authors’ own calculations from HILDA Wave 11. 

We have seen that relative to Gen X and Y, homeowner baby boomers have a 

relatively high level of wealth held in their homes and relatively low levels of 

superannuation. Conversely, non-homeowner baby boomers, especially lone 

retirees, face increased risk of income poverty. The risk of poverty for non-

homeowners indicates the urgent need for pension reform. The 65 years and over 

age cohort already faces a risk of poverty of at least 35 per cent (ACOSS 2014). 

Asset poor retirees will then need to have the age pension, as their income safety 

net, safeguarded. Even so, additional mechanisms for retiree income support is 

needed for both homeowner and non-homeowner baby boomers. The following 

section explores the theory and policy context regarding income in retirement and 

the current treatment of assets, including the primary home.  

7.3.2 Theory and policy context of retirement income 

Analysis of wealth accumulation and decumulation is traditionally grounded in the 

life cycle theory of consumption, which hypothesises that households will engage 

in life cycle consumption smoothing (Modigliani et al. 1954; Hurd 1990; Davies et 

al. 2000) and Markowitz’s classic portfolio selection theory (1952a, 2005), which 

suggests that investors select assets based on the mean and variance of portfolio 

returns. Traditional theories, however, may be inappropriate or need to be 

adapted due to the substantial structural inefficiencies present in the Australian 

home market, especially for older citizens and retirees. The drivers of these 
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market disruptions are the nature of the home, the role of asset tests in 

determining the degree of pension eligibility, and the extent of demographic 

change. 

The family home does not readily fit into typical strategic asset allocation given 

the nature of housing compared with other asset classes (Worthington 2009). The 

relevant characteristics include the substantial and indivisible asset size of the 

home, which often renders the home as a caveat or exception to analyses of 

strategic asset allocation, and the intangible social characteristics of the home 

(Easthope 2004), such as providing shelter, a sense of belonging and security. 

Both the life cycle theory of consumption and modern portfolio theory need to 

better accommodate the changing social context of retirement, longer life 

expectancies and housing as a major portfolio component for Australia’s baby 

boomer generation. 

In terms of retiree income and strategic asset allocation, policy intervention also 

skews portfolio selection toward housing equity, particularly because of the 

exemption of the primary residence from the assets and income test applied to 

age pension eligibility. As early as 1912, the then prime minister, Andrew Fisher, 

proposed that exempting the family home would help aged persons remain 

independent of their relatives, thereby allowing them to contribute more to 

national prosperity (PC 2015). At the time, only about 4 per cent of Australians 

were aged over 65 years, whereas by 2010, the proportion of Australia’s 

population aged over 65 years had risen to 13.5 per cent and is expected to 

increase further under alternative scenarios to between 21 and 23 per cent by 

2041 (ABS 2011). 

Similarly, there has been other social and demographic change in Australia. For 

example, the overall life expectancy of Australians increased from 55–59 years 

in 1912 to 80–84 years in 2016, notwithstanding the substantial gap in life 

expectancy for Indigenous Australians of 69.1 for males and 73.7 for females in 

2010–12 (ABS 2013c, 2013b, 2015a). In addition, the nature of work and ageing 

has changed dramatically as has the population’s expectations of retirement 

(Karpf 2014).  

The policy issues that have sought to address these forces have led to a 
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consensus building in the academic literature and policy reports that a 

sustainable system of home equity withdrawal in retirement can be a potential 

source of retirement income. Numerous government and other reports have 

already proposed reforms to the principal residence exemption, including the 

Harmer Pension Review (Harmer 2009), the Henry Review (Henry et al. 2009), 

the Grattan Report (Daley et al. 2013), the Productivity Commission (2011, 2013, 

2015); Rice-Warner (2015), and the National Commission of Audit (2014a, 

2014b). As an example, the NCA suggested “…a proportion of the value of the 

primary home should be included in the means test, such as the value over a 

relatively high threshold. One suggested means test would capture the value 

above $500,000 for single pensioners and $750,000 combined for coupled 

pensioners” (NCA 2014b, Recommendation 13). 

Even with a cautious approach to intervening in the design of home equity 

products, a strong case has been made by the National Commission of Audit 

(NCA 2014a) and the Henry Review (Henry et al. 2009, 2010) to incorporate a 

threshold value of the primary home in the pension assets test. Importantly, the 

primary home would still receive concessional treatment relative to other assets, 

but would pave the way for some pension savings by considering housing wealth 

more equitably. 

Although implementing such a means test could be politically troublesome, a 

possible way forward would be to link any such changes with a mechanism for 

tapping into home equity that is already widely accepted by many retirees and 

their advocates. The following sections note some of the characteristics of current 

products available and suggest some policy parameters and product 

characteristics that could make them more useful and successful. 

7.3.3 Discussion summary 

This chapter to now has examined the dynamics of maintaining a decent fiscal 

standard of living in retirement in Australia and has established that with 

Australia’s ageing population and budgetary pressures, that there is a looming 

baby boomer cash flow crisis once the 5.5 million baby boomers join the current 

3 million retirees in retirement.  
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The literature established that even though there is ample evidence that 

government budgets will be pushed to breaking point over the coming decades, 

that there is not sufficient research to support adequate policy reform. 

Consequently, to assist in closing the research gap, the following section will 

delve into the existing home equity withdrawal products in Australia, and in the 

context of recent policy work highlighted earlier, will propose a potential solution 

to meet the looming retiree cash flow crisis.  

7.4 Current home equity withdrawal products  

Australia’s reverse mortgage market totalled $3.66 billion at the end of 2014 

(Deloitte 2015), up marginally from $3.3 billion at 31 December 2011 with 42,410 

reverse mortgages (SEQUAL 2016). However, this represents only a tiny fraction 

(0.44%) of the over $830 billion in non-mortgaged housing equity of Australian 

retirees in 2014, as calculated earlier.  

The lack of uptake on current products such as reverse mortgages from banks 

could stem from a range of issues, including uncompetitive interest rates, fees 

and charges, or simply from the reluctance from retirees to access their housing 

equity (Bridge et al. 2010). When attempting to identify the parameters that are a 

minimum requirement for retirees when considering home equity release, of 

those retirees already using a reverse mortgage, some of the key factors they 

considered included: Access to information and advice, no negative equity 

guarantee (NNEG), the competitiveness of interest rates, valuation estimates (i.e. 

loan to value ratios, LVRs), ongoing fees and charges, their relationship with the 

broker/lender, and the reputation of the lender (Bridge et al. 2010). Recent 

product developments in this market suggest the industry is trialling a range of 

options.  

For example, Bendigo Bank’s ‘Homesafe Wealth Release’ is available in Victoria 

and NSW and allows a retiree to sell a share of the future sale value of their home 

in exchange for a lump-sum cash amount (Bendigo Bank 2016). In addition to the 

range of banks that offer reverse mortgages, home reversion schemes and 

reverse annuity mortgages, there have been a few new products emerging onto 

the Australian home equity-release market in recent years. One such product is 

Property Options for Pensioners and Investors (or POPI), which allows an older 
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homeowner to grant an investor the right to purchase the home in the future at 

an agreed price today, in exchange for an income stream (POPI 2016). Another 

product is DomaCom, which provides fractionalised investment in housing, 

effectively a regulated managed investment scheme.  

What perhaps differentiates DomaCom is that its regulated products require 

customers to go through a financial planner, thereby permitting its inclusion in a 

licensee’s Approved Product Listing. DomaCom has recently applied to have a 

seniors-specific product for home equity release approved by the Australian 

Securities and Investments Commission (ASIC), which may even better meet the 

risk profile and needs of retirees than current reverse mortgages (DomaCom 

2016).  

What we do know is that the level of financial risk Australians are prepared to 

take on becomes increasingly less as they age (see Table 42). In evidence, the 

proportion of the age cohort not willing to take any financial risks increases to 

52.1 per cent for those aged 65 years and over and 62.1 per cent for households 

[with one or more residents] aged 75 years and over. Seemingly, despite this, 

around 10 per cent of these same residents report that they never have any spare 

cash. 
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Table 42: Financial risk Australian homeowners are prepared to take by age, 

2011  

  All ages 
(n=8,335) Per 
cent 

Baby 
boomers 
(age 47-64) 
(n=2,787) 
Per cent 

65 and over 
(n=1,598)  
Per cent 

75 and over 
(n=628) 
Per cent 

Takes substantial risks 
expecting substantial 
returns 

1.4 1.1 .6 .3 

Takes above-average 
risks expecting above-
average returns 

6.1 6.2 2.4 1.1 

Takes average financial 
risks expecting average 
returns 

38.5 43.2 34.7 27.2 

Not willing to take 
financial risks 

41.4 37.5 52.1 62.1 

Never has any spare 
cash 

12.6 11.9 10.3 9.2 

Total 100.0 100.0 100.0 100.0 

Source: Authors’ own calculations from HILDA Wave 11. 

The majority of older homeowners having a more conservative approach to 

financial risk may be a critical hurdle for the uptake of home equity-release 

products in Australia. In this context, there is growing evidence that older 

Australians are becoming more amenable to considering a debt-free home equity 

product if it has a government guarantee (Harper 2011). However, the 

parameters of any product given government backing would need to show some 

tight properties and would benefit from clarity of purpose, such as a focus on 

enabling the supplementation of retiree income to a modest level and to smooth 

expenses related to health shocks for retirees.  

So far, this chapter has examined the financial position of current retirees, to 

provide an overview of overall net wealth at retirement, including a comparison 

between homeowners and non-homeowners. In addition, the results have 

detailed the proportion of the retired household’s portfolio that is in housing equity 

and other asset classes, the income of retirees and financial stress in retirement. 

This data has established that not only is there evidence that retirees hold 

substantial assets in housing, but also that both homeowners and non-
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homeowners could have an improvement in lifestyle if some home equity of 

asset-rich retirees was withdrawn to supplement their retirement income. 

However, this chapter has also detailed evidence that retirees have not utilised 

current home equity withdrawal products to the extent expected which may be 

due to the current product parameters not being sufficiently suited to the needs 

and expectations of retirees. New product offerings may better fit the needs and 

risk profiles of Australian retirees by being Government-backed, which would help 

support new retirement income channels through home equity release. In 

addition, this chapter has found that the other preferences of retirees for home 

equity release could be better met with products that have competitive interest 

rates, stronger communication and integrated support. We outline a potential 

product solution below. 

7.5 A proposed solution – Home Equity Accounts (HEAs) 

We propose a HEA as a low-interest loan that retired homeowners can use to 

draw on their home equity for income and consumption. The proposed HEA loan 

would be government-backed to ensure retirees know the government supports 

the system, and to attract investors which would make the HEA system more 

viable. The proposed HEA process would also ensure that retirees have been 

given qualified, affordable financial advice prior to undertaking a HEA loan. The 

loan could support healthier ageing by modestly supplementing income on a 

fortnightly or monthly basis, or providing lump sums for home modifications 

related to health needs. The homeowners would still have complete control over 

their home, with the loan solely drawing on a portion of the equity.  

The security for the HEA loan is a portion of the retiree’s home equity; however, 

the financing of the loan would ultimately be from investors who purchase units 

in the pool of retiree home equity included in the HEA system, for a modest return. 

In the early stages, the government may need to provide seed funding to 

establish the system which would presumably be justifiable given the potential for 

billions of dollars in annual age pension savings (Cowan et al. 2015). Such 

support would also send a strong message to retirees that their home is a source 

of retirement income. Nevertheless, in the longer term, investors purchasing 

exchange-traded units or bonds formed by securitising the home equity would 
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fund the loans. Retirees benefit from a HEA product by being able to access low-

cost, low-risk, modest income supplementation and support for health 

consumption. If used modestly, they would still be able to bequest the bulk of their 

home equity in most cases, even with changes in housing market prices, as the 

scenarios in the next section demonstrate. Ultimately, the retiree is able to fund 

healthier ageing and stay in their own home. Linking with a financial planner in a 

low cost way may also contribute to better financial outcomes in areas other than 

home equity withdrawal. 

Government and taxpayers benefit from being able to safeguard the age pension 

as a sustainable safety net with a fairer assets test, as well as manage increasing 

imposts on government budgets, such as health care for a population who are 

living longer. Furthermore, the current urgent need for a HEA system and the 

government guarantee required to ensure its uptake, can have sunset clauses 

built-in the order of 30 to 40 years to underscore the generation-targeted nature 

of the retiree income solution. 

For investors, the HEA units or bonds would have low risk by being government-

based, albeit with a low return, and would add more choice in the fixed asset 

classes as well as opening up the large home equity market for investors.  

The loan could alternatively link to suitable emerging products that meet criteria 

such as supporting a modest income in retirement, supported by trusted financial 

advice, being flexible, low cost, low risk, scalable and most importantly, 

government-backed/guaranteed. Such a product could have strict eligibility 

conditions for a government guarantee such as set loan to value ratio (LVR) level, 

fee schedule, requirements for eligibility regarding pension eligibility or aged care 

needs, an agreed process for valuation of properties and review, through to limits 

on other indebtedness (Cowan et al. 2015).  

Relatively strict parameters for a HEA loan would help safeguard the viability of 

HEAs as well as reduce the risk to government who are safeguarding both 

homeowners and investors by offering a government guarantee. Risk is also 

partly addressed inherently through mechanisms such as securitisation of the 

home equity that is being lent back as income. By being securitised through 

exchange-traded bonds, a wider range of investors are able to fund the loans 
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albeit with a modest return.  

For the most part, current comparable products such as reverse mortgages are 

not the best in terms of efficiency and matching to retiree risk profiles (PC 2015). 

Instead, the proposed HEA product could be a solution, and will depart from 

existing products by being government-backed, securitised, and by incorporating 

financial planning services. Even merely introducing the term ‘Home Equity 

Account’ could favourably challenge perceptions regarding the place of the 

primary home in supplementing retirement income. Rather than seeing any 

change to the pension assets test as a punishment or disincentive to purchase a 

home, rethinking of the family home as a ‘Home Equity Account’ in retirement 

that could be drawn on to supplement a modest retirement income may be a more 

useful framing. The following section works through and stress tests several 

examples of what a product might look like in order to be attractive to financially 

conservative retirees and to a government guarantor, with the section thereafter 

discussing the role of financial advice in this new paradigm.  

One component of the conversation regarding the use of home equity for 

retirement income supplementation is to allay the fear that a retiree’s home is 

going to rapidly decline in value by the time they die. Tables 43 and 44 detail 

examples of home equity withdrawal, with scenario one being for a house valued 

at AU$950,000 and scenario two being for a house valued at AU$350,000. In 

each of these examples, if modest income was drawn from home equity over a 

25-year period, the loan to value ratio (LVR) will remain at between 10 and 45 

per cent, even across a range of interest rates.  

7.6 Modelling HEAs 

Scenario 1: In this example, the retiree’s home value is $950,000 at the start of 

the loan. The retiree is borrowing a $1,000 lump sum as well as income of $1,115 

per month. This income amount is being used to show the effect of having to 

replace the pension income lost if housing assets over the value of $500,000 

were deemed to be providing income at a rate of 1.75 per cent for the first $48,600 

and 3.25 per cent for the remainder (these are the Australian Department of 

Human Services’ deeming rates for financial assets when assessing pension 

eligibility as at 1 July 2015). The model adjusts for 2.5 per cent per annum inflation 
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(adjusted six-monthly). The model has home values increasing at 3.5 per cent 

per annum (adjusted monthly), no repayments, and ignoring fees. A term of 25 

years has been shown simply to cover a longer than average life expectancy for 

baby boomers, which is 74.85 years for males and 78.35 years for females as at 

2012 (ABS 2013c) as shown in Table 43. 

Table 43: Reverse mortgage calculation* for starting home value of 

$950,000, various interest rates, 25-year term 

Loan interest rate 
(Compounded monthly) 

4% p.a. 5.25% p.a. 6.25% p.a. 

Home value at the start of 

month, Year 1 

$949,000 $949,000 $949,000 

Monthly income drawn (Yr 1 to 

Yr 25) 

$1,115 rising to 

$2,024 by Yr 25 

$1,115 rising to 

$2,024 by Yr 25 

$1,115 rising to 

$2,024 by Yr 25 

Home value at the end of month, 

Year 25 

$2,273,635 $2,273,635 $2,273,635 

Size of loan, compounded at 

end of Year 25 

$746,331 $884,934 $1,019,781 

Remaining home equity after 25 

years with monthly withdrawals 

$1,527,305 $1,388,701 $1,253,854 

Loan to Value Ratio (LVR) 33% 39% 45% 
Source: Authors’ own calculations * AU$1,000 lump sum as well as income of $1,115 per month inflation 
2.5% pa (adjusted six monthly), over 25 years, home value increasing 3.5% pa (adjusted monthly). 

In both examples in Tables 43 and 44, the difference in loan value ratio (LVR) 

and final equity are shown across three different interest rates (4%, 5.25%, 

6.25%) over a 25-year term, demonstrating that a more competitive interest rate 

presents a much more compelling outcome for the retiree in terms of home loan 

value over the longer term. The model in Table 43, for example, shows that over 

a 25-year term, at 4 per cent the value of the home still exceeds $1.5 million, 

even with monthly income drawings, compared to $1.25 million at a 6.25 per cent 

interest rate. 

Scenario 2: The second scenario models an outcome for retirees with a home 

value of $350,000 who would be eligible for a full pension (even with the 

introduction of deeming for home values over $500,000), but who may still require 

some income supplementation. Table 44 shows that a modest release of home 
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equity to supplement retirement income of $200 per month plus an initial $1,000 

lump sum, still leaves the homeowner with a relatively low LVR over the long 

term, even at the higher interest rate. However, the lower interest rate would 

undoubtedly make a more compelling case for the retiree to undertake home 

equity withdrawal.  

Table 44: Reverse mortgage calculation* for starting home value of 

$350,000, various interest rates 

Loan interest rate 

(Compounded monthly) 

4% p.a. 5.25% p.a. 6.25% p.a. 

Home value at the start of month, 

Year 1 

$349,000 $349,000 $349,000 

Monthly income drawn (Yr 1 to Yr 

25) 

$200 rising to 

$363 by Yr 25 

$200 rising to 

$363 by Yr 25 

$200 rising to 

$363 by Yr 25 

Home value at the end of month, 

Year 25 

$836,142 $836,142 $836,142 

Size of loan, compounded at end of 

Year 25 

$133,871 $158,733 $182,920 

Remaining home equity after 25 

years with monthly withdrawals 

$702,271 $677,409 $653,222 

Loan to Value Ratio (LVR) 16% 19% 22% 

Source: Authors’ own calculations * AU$1,000 lump sum as well as income of $200 per month inflation 2.5% 
pa (adjusted six monthly), over 25 years, home value increasing 3.5% pa (adjusted monthly). 

In terms of the risk of a decline in home property values, if the same modelling 

was done as in scenario one and two, but with a negative growth in home equity, 

of say, –3.5 per cent per annum for a starting home value of $950,000 at an 

interest rate of 4 per cent, it would take until May of the 20th year of the loan 

before the home equity was completely exhausted. This would be May in the 19th 

year at an interest rate of 5.25 per cent and August in the 18th year for an interest 

rate of 6.25 per cent. For a starting home value of $350,000, (drawing only $200 

per month), negative growth in home equity of -3.5 per cent per annum would still 

leave home equity at the end of a 25-year period of $11,428 at an interest rate of 

4 per cent. It would then take until March of the 25th year at an interest rate of 

5.25 per cent and February of the 24th year at an interest rate of 6.25 per cent 
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before the home equity was completely gone. This would be an unprecedented 

indeed implausible decline in long-run residential property values in Australia and 

is not included as a realistic risk plan, but rather to demonstrate the long-term 

potential of home equity withdrawal, even under this rather unlikely scenario. 

More realistically, short-term declines in home value may occur, but over the long 

term, if home equity withdrawal remained at a modest level, based on historical 

home value cycles in Australia, the home equity of the average Australian baby 

boomer could withstand a term of at least 25 years.  

In the context of financially conservative retiree homeowners and the need for 

appropriately knowledgeable individuals to enact the selection criteria required 

for a government guarantee, there is a substantial role in this system for financial 

planners. Similarly, the presence of financial planners will also be an assurance 

for retirees to ensure they make informed decisions regarding home equity 

withdrawal in retirement. We discuss the use of a financial planner in utilising a 

government guaranteed HEA in the following section.  

7.7 The role of financial planning in the new retiree income 

paradigm 

New ways of owning and investing in housing as an individual and a community, 

for both retirees and other generations, will require planning and support for 

people who have not traditionally opted for financial planning. Underscoring the 

critical role of financial planning is the evidence that cognitive impairment and the 

early onset of dementia may be affecting the financial planning decisions of older 

Australians (Teale 2015). To reduce the risk that financial decisions are rushed 

or prompted by crises when the person is most vulnerable, a new model for 

retiree income planning may be needed to circumvent the reluctance of older 

Australians to undertake planning for their possible future ill health and end of life 

needs (PC 2015). A recent survey of retirees found that approximately one-third 

of older Australians are uncomfortable with their own financial planning for 

retirement (PC 2015). Data from HILDA also shows that 29.4 per cent of retirees 

who get financial planning agree or strongly agree that they wish they had started 

to plan for retirement earlier (see Table 45). These results underscore the 

potential positive impact of financial planning for retirees and the benefits of a 
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nudge from government to engage in financial planning even if for a HEA process 

only. 

Table 45: Percentage of retirees (age +65 years) report wishing they had 

started to plan for retirement earlier, 2011 

Level of Agreement with the statement “I 

wish I had started to plan for retirement 

earlier”.  

Per cent  

(n=1,085) 

Strongly disagree 7.2 

Disagree 40.7 

Neither agree nor disagree 22.7 

Agree 22.3 

Strongly agree 7.1 

Source: Authors’ own calculations from HILDA Wave 11. 

Efficiently and safely drawing on home equity for income in retirement also opens 

another dimension of strategy for financial planners and investment managers 

when planning and managing retirement income for clients. Strategy for 

generating retirement income in the short-term may have hitherto focussed on a 

narrow range of fixed-interest products, which have provided returns lower than 

inflation since the global financial crisis in 2008. Consequently, some financial 

planners may have opted for securities that have provided better returns, but in 

so doing, the client may be exposed to greater risk for short-term income than is 

ideal, particularly in a low interest rate environment. Utilising home equity for 

short-term income could provide a strategy alternative to moving up the equity 

ladder at the wrong stage in the investment cycle if fixed interest assets are not 

providing adequate returns. The use of housing equity to smooth income in times 

of stock market volatility may also help support the increased longevity of 

superannuation savings. Rather than seeing home equity as a final resort once 

all other sources of income are exhausted, home equity could then be part of a 

planned strategic asset allocation that is decumulated at the most appropriate 

time during the market cycle.  
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7.8 Conclusion 

The retirement context in Australia has been shown to include a high risk of 

income poverty and financial stress for retirees, combined with increasing 

pressure on government budgets. This chapter has first, established that 

Australia’s 5.5 million baby boomers who are progressively moving into 

retirement need a generation-targeted solution to supplement their retirement 

incomes, and that housing wealth is the linchpin of that solution. Second, this 

chapter has detailed evidence that existing home equity release products have 

not established the market traction needed to meet the needs of retiree income 

supplementation. In analysing potential market failures for retiree home equity 

release, the preferences of retirees for home equity product parameters have 

been explored to assess potential solutions. Third, we have suggested a safer, 

supported mechanism that enables retirees to relieve financial stress and meet 

their health and aged care needs by efficiently and safely decumulating their 

housing equity for increased cash flow. The solution proposed in this chapter – 

Home Equity Accounts (HEAs) – differs from existing products by being 

potentially government-backed, securitised and in providing higher-quality 

planning for those retirees with lower net worth than those who typically engage 

a financial planner.  

Overall, this chapter has illustrated the current and potential role of housing equity 

in Australian retirement portfolio composition and contributed to a case for new 

financial product development for Australian retiree income supplementation. The 

solution is for all retirees: for homeowners, who are part-pensioners, and for those 

who are full-pensioners and living under financial stress. Perhaps even more 

critically, enabling HEAs for homeowner retirees will support the income of retiree 

renters, because it will assure the ever-decreasing pool of government funding 

for those 11 per cent of all retiree households, and particularly the 17.6 per cent 

of sole person retiree households, who are renters and have very few assets at 

all.  

The current urgent need for retiree income supplementation is not necessarily 

ongoing; it is a mechanism that can assist baby boomers to live well, while 

simultaneously reducing the pressure on pensions. Toward the end of the baby 
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boomer cohort life cycle, superannuation levels will begin to dramatically increase 

and the need for HEAs may well begin to diminish. Built-in sunset clauses for the 

HEA government guarantee would help underscore the generation-targeted 

nature of the retiree income solution. 

The results of this study have important implications for social policy and financial 

products designed to increase the financial wellbeing of retirees. Over the next 

15 to 20 years, a HEA system could potentially save hundreds of billions in age 

pension payments and still leave considerable home equity for baby boomer 

retirees to bequest from the approximate $2.48 trillion home equity in 2033. In 

addition, this chapter critiqued the theoretical base for asset holdings and 

decumulation over the life cycle and found the theories in need of extension to 

reflect a new paradigm of ageing, work and retirement, which will be an area of 

further research. 

In terms of other related future research, we are of the opinion that recent policy 

reports have not gone far enough to push the market for home equity release. 

There is more scope to establish a targeted transition plan toward increased use 

of home equity for retirement income in Australia. The 3 million current retirees 

and 5.5 million baby boomers need to be drawn into a conversation on the future 

of retirement income planning and the emerging place of home equity withdrawal 

in retirement when testing portfolio scenarios for retirees.  

In addition to the right product, there needs to be recognition of the will to stay in 

place for current retirees and a need to trust any new product offered regarding 

their housing equity. Ideally, any new product would be supported by trusted 

financial advice. With the right, well-priced product, these new scenarios could 

be the light at the end of the tunnel for some retirees. In the context of new 

financial products that draw on housing equity and match the risk profile and 

needs of Australian retirees, the potential positive impact of quality financial 

planning, could completely change the financial stability of retirees and, in turn, 

government finances. 
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Chapter 8: Discussion 
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8.1 Introduction 

This discussion chapter brings together and reflects on the main findings of each 

chapter in this thesis, particularly in terms of responding to the primary research 

question: Could the housing equity of Australia’s baby boomers supplement their 

retirement income? This research question was posed following the identification 

of a problem, a problem that is so far reaching that it is regularly in the discourse 

of Australia’s policymakers. This is the problem of facing a future funding demand 

for the largest generation in Australia, our 5.5 million baby boomers, as they move 

into retirement. While this is also an exciting and promising notion for Australia, 

the problem arises from the fiscal flow on effects of increasingly tight constraints 

on taxation revenue, in that other generations and the less ‘vote worthy’ portfolios 

will need to compete even more to see the funding and policy innovation needed 

to keep Australia ‘future-proofed’. 

‘Future-proofing’ is the process of detecting or anticipating change and predicting 

and solving problems to minimising the effects of shocks and stresses of future 

events (McCauley-Smith et al. 2014). The clear message from the literature 

review in chapter 2 is that Australia is not, in any way, ‘future-proofed’ when it 

comes to preparedness for funding the needs of baby boomers as they age. 

Rather, the literature shows that without a paradigm shift in how the wealth of 

Australian households is considered in terms of supplementing retirement 

income, that government budgets will be pushed to breaking point over the 

coming decades (Bradbury 2010a; Productive Ageing Centre 2012a; NCA 2014a, 

2014b, PC 2015; Hugo 2003). Not only in terms of the hundreds of billions of 

dollars in age pension payments, but in providing an acceptable standard of 

health care, aged care, transport, infrastructure, education, environmental 

protection, housing and all other facets of a sustainable society. However, even 

though the literature highlighted that careful and fair alternatives needed to be 

developed, and that those alternatives need to take a holistic approach to the 

lives of Australians; time and again, the literature and policy reports stopped short 

of suggesting, in detail, possible ‘applied solutions’. That is, real-life options, 

options that could be used to bring everyday Australians into the conversation 
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regarding the change needed. This thesis and subsequent publications aim to 

contribute to filling the gap in the literature on retiree income systems.  

Data presented in Chapter 5, and from Johnson et al. (2016), shows the 

generational differences in wealth holdings, asset allocation, housing 

affordability, and social and economic challenges became apparent. 

Consequently, the notion of targeting solutions for different generations grew with 

each chapter. Chapter 3 discusses key insights from the literature review of 

Chapter 2 and critiques existing retirement income options in Australia, arguing 

the case for more analysis of home equity decumulation products.  

A key premise of this thesis that evolved in Chapters 2 and 3 was the need to 

keep the ‘applied solutions’ focus in mind throughout the research process. 

Consequently, in Chapter 4, the data and methodology was designed to model 

data in a way that readily transfers to options for applied solutions to the problem 

of unsustainable retirement income mechanisms. This data analysis and the 

results of models were detailed in Chapter 5 in such a way as to allow different 

groups of stakeholders to see themselves in the analysis and discussion, whether 

married or single, currently retired or baby boomers still moving into retirement, 

homeowners and non-homeowners. Importantly, Chapter 5 showed that on 

testing, the hypothesis was not rejected that: The majority of Australia’s baby 

boomer retirees will be able to modestly supplement their retirement incomes, for 

a minimum term of 25 years, by drawing on less than 50 per cent of the equity of 

their owner-occupied property.  

The results of RQs 1 to 3 were then further discussed in Chapter 6 which provided 

a critical analysis of the descriptive data of RQs 1 to 3 as outlined in Chapter 5 

and linked that data to earlier insights from the literature review of Chapter 2. 

Chapter 6 builds a case for, and concludes with, the suggestion of new financial 

products for home equity decumulation in retirement, to supplement retiree 

income. Chapter 7 is perhaps the most important chapter in building a case for a 

specific home equity withdrawal product. This chapter outlines a generation-

targeted solution for supplementing baby boomer retiree income – Home Equity 

Accounts (HEA).  
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Overall, each of these chapters has contributed to the assessment of the primary 

research question. What follows in this chapter is a reflection on each chapter’s 

contribution to the research questions and to applied solutions.  

Each of the research questions is now discussed in detail, culminating in an 

appraisal of the primary research question. This chapter then concludes with a 

discussion of the theoretical and policy implications of the findings.  

8.2 Addressing RQ1: What is the financial position and wealth 

holdings of current and emerging retirees in Australia? 

This section mainly discusses the findings from Chapters 2 to 5 which detail the 

financial position of Australian retirees in terms of wealth components and in 

particular, discusses the differences in wealth profiles between different 

generations. Findings in other chapters are also discussed where relevant. 

The significance of housing wealth for baby boomers in retirement, compared to 

other generations, was one of the differentiating findings that extends the 

literature in this research area, as well as the different prospects for baby boomer 

homeowners compared to non-homeowners. The literature review in Chapter 2 

showed that housing dominates most Australian household portfolios and has 

been considered a central pillar of Australian retirement planning, reinforced by 

tax and benefit subsidies for owner occupation (Bradbury 2010b, Bradbury et al. 

2012). Overall, the second-largest asset was superannuation, and other holdings 

of considerable value to households being in business assets and equity 

investments (Headey et al. 2005). Yet, until relatively recently (e.g., Bridge et al. 

2010b; Ong et al. 2013a, 2013b) housing equity had received little research 

attention in terms of its potential role in providing retirement income for Australian 

retirees (Bradbury et al. 2010; Bradbury 2010b; Productive Ageing Centre 

2012c). Furthermore, generational differences in home ownership and retirement 

prospects has received scant attention in the literature which has inhibited 

suitable policy responses.  

Due to the vastly different asset holdings between current retirees, baby boomers 

still moving into retirement, and generation X and Y, as detailed in Chapter 7. 

Differentiating the baby boomer retirement income dilemma from other 
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generations enables better formulation of a time-limited retirement income 

solution, and enables other generations to ‘stay the course’ in terms of 

superannuation.  

On a related note, if superannuation policy does not differentiate between 

generations, it too will lose relevance for younger generations. The literature on 

retirement income, whether through the age pension, superannuation or home 

equity release needs to be better segmented by generation if the policy objectives 

are to be met.  

For example, with the anticipated $3.5 billion intergenerational wealth transfer 

from Australia’s baby boomer generation (McCrindle 2016), there is potential for 

resource inequality from inheritance (Alstott 2007), including a gender bias 

(Davies 1995).  

The findings relating to RQ1 as detailed in Chapters 2 and 5 indicate that housing 

equity represents a substantial proportion of the wealth at retirement for baby 

boomers. Importantly though, the literature and data analysis showed it is 

necessary to separate out retirees, particularly baby boomers, who were 

homeowners from non-homeowners. For example, the median net worth for 

Wave 10 (2010) HILDA homeowner household net worth (positive values) for 

Australians aged over 65 years was $642,000 compared to $11,500 for non-

homeowners. For couple/multi non-homeowner households aged 65 and over, 

the mean net worth was $105,500 (HILDA Wave 10) and the data showed a 

median net worth of $21,000 showing that even for non-homeowners the wealth 

distribution is positively skewed. For single non-homeowner households aged 65 

and over, mean net worth was $51,856 and median net worth $6,850 (HILDA 

Wave 10). The finer grain in the HILDA data shows a highly at-risk group of older 

Australians, that is, the single, non-homeowner Australian aged over 65 years. 

This finding provides not only a case for current retirees, but underscores the 

need to maintain sufficient taxation revenue for non-homeowner retirees, such as 

in the form of age pensions and rent/housing assistance for the even larger cohort 

of baby boomer non-homeowners than the current retiree non-homeowners. 

In terms of wealth components across retirees, the HILDA data in Chapter 5 

detailed that of homeowners, the equity in the home represents over 40 per cent 
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of average household net worth for Australians aged over 65 in 2010 (49%) and 

2014 (44%). However, retirees are not drawing on their home equity in retirement, 

and even when mortgages that are carried into retirement are taken into account, 

only 18 per cent of Australians aged over 65 have a mortgage with a loan value 

ratio (LVR), based on means of 26 per cent and based on median amounts, of 

16 per cent. Nevertheless, 82 per cent of Australians aged over 65 have no 

mortgage outstanding on their loans, which is somewhat understandable given 

that there is currently no concessional means to draw on home equity to 

supplement retirement income. In addition, data in Chapter 5 shows that the 

proportion of the mean loan amount ($142,326) to the mean home value 

($539,890) is 26.36 per cent, predominantly in houses valued at $350,000 and 

under. This data hints that even if retirees are eligible for a full pension, an income 

supplementation solution is still needed for them too.  

Most of the media and research attention in terms of retirement income has 

focussed on the increasing age pension impost on government budgets, and on 

superannuation with total superannuation assets reaching $2 trillion (APRA 2015) 

at the end of 2015 (100% of GDP), and predicted to reach 150 per cent of 

Australia’s GDP by around 2040 (Productivity Commission Draft Paper 2012).  

However, the extent of either home ownership or superannuation holdings are 

not uniform across generations, with baby boomers having more of their assets 

in housing than superannuation whereas generation X and Y have far higher 

proportions of their assets in superannuation. That is, there are substantial 

differences by generation and each generation needs to be considered 

separately. 

Further, there are substantial differences in the nature, let alone amounts, of 

wealth within each generation, especially the baby boomers. Data in Chapter 5 

found that non-homeowners within the baby boomer generation were a 

substantial minority and had far lower wealth profiles than homeowner baby 

boomers. This result is likely to reflect how lower income households are less 

likely to have accumulated wealth through home ownership, extending the results 

of Turner et al. (2009) for the US and Connolly et al. (2012) in Australia.   
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The wealth and income estimates and projections for the different generations at 

or approaching retirement, highlights the significance of housing wealth for baby 

boomers. Overall, the findings have highlighted that researchers and policy 

makers need to separate out baby boomer profiles when planning for retirement, 

from other generations, particularly when formulating solutions for income 

longevity. In addition, the findings underline the importance of portfolio allocation 

when looking at net worth in retirement, as the findings have highlighted that high 

wealth households can still be income poor. 

The findings of this thesis have shown that retirement cohorts are not 

homogeneous and key subsets within each cohort need to be distinguished. 

Consequently, retirement income solutions need to apply across the spectrum of 

retirees. This finding is significantly different to the general discourse on the 

literature and policy documents regarding retiree income in Australia which has 

tended to focus mainly on age pension income savings rather than a focus on 

lifting living standards of retirees across the board. 

The next key element of targeting retirement income solutions, is of course, 

examining income of retirees in detail, which is covered in the next section.  

8.3 Addressing RQ 2: What is the income of Australians aged 65 

and over? 

This section will discuss the findings regarding the income of current Australian 

retirees, based on the results from Chapters 2 and 5 in response to RQ2. This 

will include detail on the income of Australian retirees, by homeowner and non-

homeowner households, by marital status and by gender. While the focus on 

current Australian retirees may at first appear at odds with the focus on baby 

boomer retirement income solutions, this data will highlight pockets of income 

vulnerability across different retiree household types, as well as shine a light on 

outdated policy settings related to retirement income policy.  

Starting first with the data from Chapter 5, the mean gross household income of 

Australians aged 65 and over in 2014 was $52,200 and the median range was 

$30,000-$39,999, with a reasonable proportion of retirees that are doing quite 

well in terms of retirement income over $60,000 (27.5%), which is over the 
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Australian Superannuation Funds Australia benchmark (ASFA 2015) for a 

‘comfortable’ retirement of $53,729 for a couple.  

However, once gender is taken into account, women are on average on lower 

incomes with the mean income being $49,100 for women compared to $55,700 

for men. Related to the motivation for this thesis and related to the primary 

research question, there is a large difference between the income levels of retired 

homeowners compared to non-homeowners. For example, the mean income was 

$54,500 for homeowners compared to $40,500 for non-homeowners households. 

Without the finer grain of home ownership status in income analysis, policy 

solutions will not have the potency required to target income poverty of Australian 

retirees, particularly for renters ($40,500), single renters ($36,800) and single, 

female renters ($35,500).  

There is a concern that Australia’s policy settings are out-dated, not only because 

they are based on a linear vision of ‘housing careers’ (Wood et al. 2012), but 

because they do not take into account the intergenerational differences in 

housing stock and retirement income settings. Even the 2015 Intergenerational 

Report (Commonwealth of Australia 2015) one of the flagship policy reports on 

intergenerational issues, does not mention the word housing in the context of 

Australian portfolios even once, a major oversight given the significance of 

housing in terms of intergenerational wealth.   

The pressure on older Australians to increasingly provide for themselves in 

retirement is suggested by policy reviews searching for solutions to the funding 

of support for the ageing population in Australia. Policy papers suggest that many 

older Australians will be able to meet their lifetime accommodation costs and 

make a modest contribution to the costs of their care because they will have 

substantial wealth (Productivity Commission 2011). However, this thesis supports 

the notion that these policy reports have not gone far enough in suggesting a 

suitable mechanism to safely and efficiently draw on retiree housing equity to 

supplement income. The literature has suggested that baby boomers are more 

amenable to home equity withdrawal options than previous generations, with 

baby boomers changing somewhat from traditional values that have typically 

prioritised family obligations and underpinned bequest motives and instead 

focused on more self-orientated lifestyles (Olsberg et al. 2005). Espoused 
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arguments that baby boomers maintain equity to pass on to the next generation 

are not supported by findings that home equity decumulation rates generally do 

not vary by family composition or presence of children, contradicting one basic 

argument of the bequest hypothesis, namely, that families with children should 

decumulate wealth more slowly than singles (Chiuri et al. 2003). 

The data and findings related to RQ2 show that the finer grain of home ownership 

status in income analysis shows pockets of vulnerability in income adequacy. 

This finding is further discussed in Chapter 7 regarding the requirement for 

targeted policy solutions in retirement income policy for Australian retirees. The 

pockets of income poverty vulnerability are further discussed in the next section. 

8.4 Addressing RQ 3: What is the level of financial stress for 

Australians in retirement? 

This section will discuss the context of financial stress in retirement as highlighted 

in the literature in Chapter 2, as well as findings regarding the levels of self-

reported financial stress in retirement and analysis of the risk of income poverty 

by applying Henderson poverty line analysis, as detailed in Chapter 5.  

Keeping in line with a need to look at the finer grain to see the real picture as 

concluded in earlier chapters, the analysis of financial stress will include analysis 

by homeowner and non-homeowner households.  

The review of literature in Chapter 2 indicated that financial stress has been found 

to be under-reported by retirees (e.g. Federal Reserve Board 2013) with previous 

generations of retirees seeing increasingly ‘tightening the belt’ as part of the 

accepted retirement and ageing predicament. This under-reporting is 

compounded by a reluctance to seek help and reluctance to be ‘a burden’ on 

anyone. In an effort to uncover hidden pockets of financial stress, this section 

provides a comparison of retiree incomes with poverty line indicators, including 

taking home ownership status into account.  

The literature also showed that the circumstance of having assets, but not enough 

income is evident in Australia and points to the potential for an increasing role for 

home equity in supporting retirement lifestyles and aged care (Chiuri et al. 2010). 

Retirees often do not have enough resources to finance post-retirement 
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consumption and medical expenses even though they own substantial assets in 

the form of housing equity. In addition, from an economy-wide point of view, the 

rapid gains in life expectancy and the rising population share of the older citizens 

will undermine the sustainability of national welfare systems unless retirees will 

be able to finance an increasing portion of their expenditures by accumulated 

assets (Johnson et al. 2015). Consequently, there will be an increasing squeeze 

on retiree household budgets as more individual responsibility for retirement 

consumption is expected.  

The data in chapter 5 showed that non-homeowners in particular, report higher 

levels of financial stress than homeowners, with 13.5 per cent of non-

homeowners aged over 65 reporting that they could not pay electricity, gas or 

telephone bills on time, compared to 5.1 per cent of homeowners; 9.1 per cent of 

non-homeowners were unable to heat their home compared to 2.6 per cent of 

homeowners and 7.9 per cent of non-homeowners have had to ask for financial 

help from friends or family compared to 2.4 per cent homeowners. However, this 

data on self-reported financial stress potentially hides a degree of under-

reporting, as identified in the literature in Chapter 2. What is perhaps a better way 

to examine risk of financial stress or poverty in retirement is to compare income 

levels with poverty lines, as was also done in Chapter 5.   

What the data comparing retiree household income and poverty line benchmarks 

showed in Chapter 5 (Table 31) was that the majority of non-homeowner retirees, 

(53.4% of whom had household incomes less than $30,000) were far closer to 

the poverty line than homeowners. For those on the age pension solely, there 

was a buffer of $58.83 (each, for couples) or $76.71 (for singles) per week before 

hitting the poverty line. Overall, if a retiree owns their home, their income can be 

considerably less (e.g. $13,000 less for couples and $9,800 less for singles) per 

annum than non-homeowners before being at risk of poverty. Consequently, 

retiree income support is essential for non-homeowner retirees in the rental 

market, who on average have extremely low asset wealth. 

This data underlines that there is something of a ‘disconnect’ that exists between 

the plans and expectations of people approaching retirement and the likely reality 

that they face. Most people expect to retire before 65, and expect the main source 

of income in retirement to be sources other than government pensions 
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(Productive Ageing Centre 2012b). This expectation is difficult to reconcile with 

data that shows the proportion of retirees whose main source of income was 

superannuation or other annuities as 17.4 per cent for males and 10.3 per cent 

for females (ABS 2010a). In addition, the data has shown that retirees report 

having to make significant and seemingly unexpected adjustments to their 

retirement incomes which in reality are lower than expected. 

Part of the context of this thesis, as outlined in Chapter 2, is that there is an 

increasing emphasis on individual responsibility for financial capability 

(Productive Ageing Centre 2012e). However, the knowledge and skills needed 

for financial preparedness in retirement are changing and capability to identify 

alternative options for supplementing retiree income, including decumulating 

housing equity is an area needing further research (Bradbury et al. 2012, Johnson 

et al. 2015), followed by extensive and detailed education for current and 

emerging retirees on the wider range of financial options potentially available to 

them and their role in driving demand for reform in the area of financial services 

and product development.   

Also underpinning this financial preparedness is the general level of financial 

literacy of retirees, particularly those who have not previously accessed financial 

planning. Currently, it is those pre-retirees with higher human capital who are 

most likely to have made more extensive plans for their retirement (Productive 

Ageing Centre 2012b). The ‘reach’ of financial planning, or the type of client who 

accesses financial planning, needs to be extended for major reform in the area 

of retiree income planning and product innovation.  

The results in Chapter 5 regarding access to financial planning and financial 

capability show that there is a strong case for incorporating financial planning into 

any home equity withdrawal process/solution with only 36.9 per cent of retirees 

having sought financial advice to help plan for retirement. Chapter 5 also showed 

that around 30 per cent ‘agree’ or ‘strongly agree’ that they wish they had started 

to plan for their retirement earlier. Furthermore, retirees are not expecting to have 

to move or share house to help manage financially in retirement and would prefer 

to cut back on expenditures to help manage financially in retirement. 
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For some retirees there has been evidence of poor financial planning and a lack 

of literacy even regarding government benefits (Olsberg et al. 2005). The 

literature has outlined that when considering visiting a financial professional for 

advice, individuals’ anxiety was based on two main issues: (1) expectations of 

being negatively judged by the financial professional (evaluation anxiety) or (2) 

feelings of discomfort at the prospect of sharing personal information with a 

professional advisor (disclosure anxiety) (Productive Ageing Centre 2012b). 

Financial planners will need to be seen as more approachable, trustworthy and 

reassuring to extend the financial planning client base. 

Further, finance researchers and the finance industry will need to take a 

leadership role in shaping product innovation that will work for clients. For 

example, there is evidence that homeowners have shown a preference to draw 

on home equity by financial services that do not require selling the house, such 

as refinancing the mortgage, or home equity lines of credit, such as reverse 

mortgages when major negative income shocks have occurred and people 

needed resources to finance consumption (Piggott et al. 2004; Chiuri et al. 2006). 

Consequently, any new product will need to be matched to the client’s best 

interest in the changing paradigm of retirement income policy. 

This thesis has argued that the policy measures needed to fix the retiree income 

shortfall will need to include housing as a central pillar. A growing number of 

social policy specialists have also outlined that there is a growing emphasis on 

the welfare role of housing wealth (Wood et al. 2013; Doling et al. 2010; Doling 

et al. 2012). In Australia, research shows that asset-based welfare has played a 

long standing and prominent role as a pillar supporting retirement incomes policy 

(Castles 1998), but in more recent times it has also become more important in 

earlier stages of the life course through equity borrowing and even selling up. 

Targeting assistance to individuals who are less successful in smoothing their 

wellbeing across the retirement stage of the life cycle would be more effective 

than general policy measures affecting all households (Barrett et al. 2011).  

Further, housing equity can play an insurance role regarding unexpected financial 

expenditures as well as other unanticipated adverse events occurring during the 

life course (Bridge et al. 2010). Home equity has also been used by retirees for 

broader lifestyle consumption needs such as holidays, everyday consumption, as 
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well as intergenerational transfers (Olsberg et al. 2005). In addition, some reverse 

mortgage borrowers have been found to be using the funds released to provide 

financial assistance to their relatives and for payment of aged care 

accommodation bonds for their parents (ASIC 2007). In addition, approximately 

five per cent of outright owners (mortgagors) would downsize to release funds to 

financially assist their children or other family members (Olsberg et al. 2005).  

This thesis has placed emphasis on housing equity in portfolio composition in the 

context of financial stress, poverty persistence and income in retirement. The 

question of implementation of any reform to home equity use in retirement is also 

critical and points to the capacity of individuals to support their financial wellbeing 

in retirement. The change in levels of home ownership across generations that 

was established in the literature review chapter means that increasingly, the 

traditional mechanisms that spread mortality and longevity risk across a 

population group are increasingly being replaced by savings vehicles that leave 

this obligation in the hands of individual households (Mitchell et al. 1998). 

However, the results in Chapter 5 outline that 20.2 per cent of Australians aged 

over 65 ‘agree’ or ‘strongly agree’ that they have a real concern about their 

financial situation; also that 54 per cent ‘agree’ or ‘strongly agree’ that they had 

to adjust to a big drop in income since retiring and that 14.1 per cent report that 

their income is much less than what they expected.  

Based on these relatively high levels of concern about finances in retirement, any 

viable retiree income supplementation system using home equity needs to have 

quality financial advice embedded into the process, so that older Australians are 

not left financial vulnerable in retirement.  

In answering research questions 1 to 3, this thesis has shown that retirees and 

baby boomers hold the bulk of their wealth in housing; have a real concern about 

adjusting to their income in retirement; and are not accessing financial planning, 

or developing their own financial capability regarding retirement planning; and 

potential ways to build and support capacity to smooth retirement income 

including through decumulation of housing equity are needed.  
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The findings from the data concur to a large extent with the findings from chapter 

2 in terms of older Australians holding a large share of their assets in housing 

and have provided detail on many more aspects of wealth holdings of Australian 

retirees. One of the additional findings regarding evidence of retirees’ high levels 

of concern about their finances in retirement and desire to engage in a better 

planning earlier in their life cycle supports the intention of this thesis to examine 

new ways of supplementing retiree income in Australia. This thesis suggests that 

retirees would like to behave more in the way that life cycle theory suggests they 

ought to, but for Australia’s baby boomers that would mean largely decumulating 

their home equity. Based on the literature about what we know matters to 

Australian retirees when it comes to decumulating housing equity, this thesis has 

proposed parameters for a model of home equity decumulation to support ‘more 

choice under uncertainty’ for Australian retirees. 

The next section discusses the findings of RQ4, examining the extent to which 

housing equity is potentially able to contribute to retirement income 

supplementation, and consequently, supporting accepting living standards in 

retirement.  

8.5 Addressing RQ 4: How is retiree property wealth currently, 

and potentially, able to contribute to retirement income and 

living standards? 

This discussion of RQ4 draws together inferences from the literature review as 

well as the data analysis in response to RQs 1 to 3 to formulate parameters for 

possible mechanisms for home equity drawdown suitable for supplementing 

retiree income. The analysis for this question included scenario modelling based 

on the findings from previous chapters on specifications for home equity 

decumulation that were acceptable and appropriate for baby boomer retirees. 

This analysis also examines how sustainable those parameters (such as levels 

of interest rates) are over the long-term with the detailed data compiled from 

HILDA and other sources in response to RQs 1 to 3. The results of the modelling 

based on valid data and suitable specifications could then be used to respond to 
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the primary research question: Could the housing equity of Australia’s baby 

boomers supplement their retirement income? 

To recap the key literature regarding the current use of housing equity to smooth 

retirement consumption, as outlined in Chapter 6, Ong et al. (2013a) showed the 

dominance of housing as an asset class in Australia for those aged over 65 years. 

Also, based on the home equity withdrawal option of ‘no housing equity 

withdrawal’, ‘selling up and moving out of home ownership’, ‘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. Worryingly, 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 the retirees who 

would ‘sell up’ would then be moving into Australian’s relatively less affordable 

rental housing market, with short tenancies and very short notice periods for 

terminating tenancies. In addition, it is perhaps alarming that the figure that is 

closest to the median home value Australians aged 65-74 years of $350,000 and 

75 and over of $300,000 (HILDA 2010) is that of the over 65s who ‘sold up’ out 

of home ownership who had equity in their primary home of $260,000. This data 

underlines the urgency of putting in place a suitable home equity withdrawal 

mechanism that is appropriate for households across a wide range of home 

values, but certainly for the median of $350,000, regardless of age pension 

eligibility. These households are likely to be under considerable financial stress 

and may see their only option being to ‘sell up’ with the resultant consequence of 

moving into rental tenancies.  

The extent of the use of home equity withdrawal was found to be relatively low 

(Ong et al. 2013a). In addition, focus has been turning to the expenditures that 

will become evident for emerging retirees, such as co-funding home care services 

and maintaining longer lives. 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 
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residential aged care sector (Judd et al. 2012). However, evidence points to 

underutilisation of the housing stock of elderly families in supporting and 

increasing the living standard of the elderly (Bradbury 2010b, 2012a; Productive 

Ageing Centre 2012b).  

Some of the ways that Australians currently release home equity is either through 

downsizing, using as security against other debt, or through reverse mortgages. 

There is a broad consensus that downsizing refers to the consumption of less 

housing, but the market for downsizing in Australia is small, with many retirees 

struggling to find a suitable home in a suitable area that costs less money than 

the house that they are currently residing in (Judd et al. 2012).  

Overall, the research literature indicates that downsizing is a relatively under-

researched and under-theorised area of study. Nevertheless, this thesis has 

mainly focussed on in situ housing equity withdrawal, which has been identified 

as having potential in terms of providing income supplementation for Australian 

retirees (Johnson et al. 2015). 

The size of the reverse mortgage market in Australia only represents a small 

fraction (0.44%) of the over $830 billion in non-mortgaged housing equity of 

Australian retirees in 2014. There is a reticence from retirees to take on reverse 

mortgages with less than 10 per cent of both retired and pre-retired respondents 

reporting that they had used or intended to use, reverse mortgages or home 

financing (Productive Ageing Centre 2012b).  

The lack of uptake on current products such as reverse mortgages from banks 

could stem from a range of issues, such as uncompetitive interest rates, fees and 

charges, or simply from a reluctance from retirees to touch their housing equity 

(Bridge et al. 2010). Confidence in financial products may have been impacted 

by events surrounding the 2008 widespread financial crisis. 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 securitised packages bought by banks around the 

world – with a disconnect between the mortgages and their owners (Sykes 2010; 

Allen et al. 2010, Leviton 1999).   
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Retirees have identified that when considering home equity release the key 

factors influencing their choice of reverse mortgage lender include: access to 

information and advice, no negative equity guarantee (NNEG), the 

competitiveness of interest rates, valuation estimates (i.e. loan value ratios, 

LVRs), ongoing fees and charges, their relationship with the broker/lender and 

the reputation of the lender (Bridge et al. 2010). As discussed earlier in this 

chapter, recent products in this market suggest that a spectrum of options is being 

tried.  

For example, Bendigo Bank’s ‘Homesafe Wealth Release’ is available in Victoria 

and NSW and allows a retiree to sell a share of the future sale value of their home 

in exchange for a lump-sum cash amount (Bendigo Bank 2016). In addition to the 

range of banks that offer reverse mortgages, home reversion schemes and 

reverse annuity mortgages, there have been a few new products emerging onto 

the Australian home equity-release market in recent years. One such product is 

Property Options for Pensioners and Investors (or POPI), which allows an older 

homeowner to grant an investor the right to purchase the home in the future at 

an agreed price today, in exchange for an income stream (POPI 2016). Another 

product is DomaCom, which provides fractionalised investment in housing, 

effectively a regulated managed investment scheme.  

What perhaps differentiates DomaCom is that its regulated products require 

customers to go through a financial planner, thereby permitting its inclusion in a 

licensee’s Approved Product Listing. DomaCom has recently applied to have a 

seniors-specific product for home equity release approved by the Australian 

Securities and Investments Commission (ASIC), which may even better meet the 

risk profile and needs of retirees than current reverse mortgages (DomaCom 

2016), and will be an area of future research. 

What we do know is that the level of financial risk Australians are prepared to 

take on becomes increasingly less as they age. As detailed earlier in this chapter, 

the proportion of the age cohort not willing to take any financial risks increases to 

52.1 per cent for those aged 65 years and over and 62.1 per cent for households 

[with one or more residents] aged 75 years and over. Seemingly, despite this, 

around 10 per cent of these same residents report that they never have any spare 

cash. 
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The majority of older homeowners having a more conservative approach to 

financial risk may be a critical hurdle for the uptake of home equity-release 

products in Australia. In this context, there is growing evidence that older 

Australians are becoming more amenable to considering a debt-free home equity 

product if it has a government guarantee (Harper 2011). However, the 

parameters of any product given government backing would need to show some 

tight properties and would benefit from clarity of purpose, such as a focus on 

enabling the supplementation of retiree income to a modest level and to smooth 

expenses related to health shocks for retirees.  

Evidence of increased confidence with a government guarantee is shown to some 

extent in the US, with over 90 per cent of all reverse mortgages based on the 

Federal Home-Equity-Conversion-Mortgage (HECM) Program (Bishop et al. 

2008; Gotman 2011), under which the Federal Housing Association is 

responsible for accrediting financial institutions providing the HECM reverse 

mortgages. The involvement of the US government in the reverse mortgage 

market, and its willingness to assume a guarantor-type role has inspired more 

confidence in the use of HECMs than proprietary reverse mortgages that are not 

government-backed. This point is perhaps a segue to the next section of this 

discussion chapter regarding the modelling of a reverse mortgage-type simulator. 

Turning first to a recap of the research design for RQ4. The first stage of 

modelling involved a form of reverse mortgage modelling. The assumptions and 

specifications for the reverse mortgage are outlined in 4.4 and were informed by 

the literature review and data analysis from the responses to RQs 1 to 3. The two 

main inputs into the model were ‘home values’ and ‘drawdown amounts’. In terms 

of home values, two main samples were drawn from HILDA. The first was aimed 

at assessing the “current” potential of home equity—that is for Australian 

homeowners already over age 65—and home value data from HILDA (2014) was 

used and separated by marital status. Then, to assess “future” potential of home 

equity—that is for the baby boomer generation emerging into retirement—HILDA 

data on home values for people/households aged 49 to 68 in Australia (in 2014) 

was extracted and separated by marital status. Next, 11 data points in each of 

the four samples (current retirees single; current retirees married; baby boomers 

single; baby boomers married) was compiled.  
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In total 132 home values were modelled through the reverse mortgage model and 

the 132 loan-to-value ratios (LVRs) at the end of a 25 year term of the model was 

then subsequently used for bootstrap resampling and analysis, each to 

(n=10,000). Separate bootstrap modelling for married and single households was 

conducted across the 4 per cent, 5.25 per cent and 6.25 per cent interest rates 

to test for any additional vulnerability based on marital status. Through bootstrap 

modelling, the upper and lower 95 per cent confidence intervals for medians and 

means of each of the bootstrapped samples was calculated. Those confidence 

intervals data were then used to test the hypothesis. The analysis and testing of 

the hypothesis in Chapter 5 determined that we do not reject the null hypothesis 

as, as such, the hypothesis stood up to testing and that: The majority of 

Australia’s baby boomer retirees would be able to modestly supplement their 

retirement incomes, for a minimum term of 25 years, by drawing on less than 50 

per cent of the equity of their owner-occupied property. 

Chapter 7 provided an indepth discussion on the mechanics of a possible home 

equity draw down mechanism for retirees, and included results of modelling for 

homes valued at $950,000 and well as $350,000 to show the applicability of a 

well-specified mechanism for a wide range of retirees, regardless of their age 

pension entitlement.  

One of the recommendations from the analysis and discussion in Chapter 7 

regarding the parameters of home equity drawdown mechanisms for retirees was 

to tailor any home equity drawdown product to the more conservative approach 

to financial risk that retirees had tended to demonstrate, including having visible, 

tanglible government support. However, the parameters of any product given 

government endorsement or backing, or indeed subsidisation, would need to 

show some tight properties and would benefit from clarity of purpose, as 

mentioned earlier, such as a focus on enabling the supplementation of retiree 

income to a modest level and to smooth expenses related to health shocks for 

retirees.  

The literature outlined that the lack of uptake on current products such as reverse 

mortgages from banks could stem from a range of issues, including uncompetitive 

interest rates, fees and charges, or simply from the reluctance from retirees to 

access their housing equity (Bridge et al. 2010). When attempting to identify the 
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parameters that are a minimum requirement for retirees when considering home 

equity release, of those retirees already using a reverse mortgage, some of the 

key factors they considered included: Access to information and advice, no 

negative equity guarantee (NNEG), the competitiveness of interest rates, 

valuation estimates (i.e. loan to value ratios, LVRs), ongoing fees and charges, 

their relationship with the broker/lender, and the reputation of the lender (Bridge 

et al. 2010).  

Chapter 7 reiterated that what we do know is that the level of financial risk 

Australians are prepared to take on becomes increasingly less as they age. In 

evidence, the proportion of the age cohort not willing to take any financial risks 

increases to 52.1 per cent for those aged 65 years and over and 62.1 per cent 

for households [with one or more residents] aged 75 years and over. Seemingly, 

despite this, around 10 per cent of these same residents report that they never 

have any spare cash. 

Chapters 2 and 6 established and provided detailed evidence that retirees have 

not utilised current home equity withdrawal products to the extent expected. 

Chapter 7 highlighted that new product offerings need to better fit the needs and 

risk profiles of Australian retirees by being, for example, Government-backed, 

which would help support new retirement income channels through home equity 

release. In addition, chapter 7 outlined that the other preferences of retirees for 

home equity release could be better met with products that have competitive 

interest rates, stronger communication and integrated support. Chapter 7 outline 

a potential product solution, Home Equity Accounts (HEAs) as a low-interest loan 

that retired homeowners can use to draw on their home equity for income and 

consumption. The proposed HEA loan could be government-backed to ensure 

retirees know the government supports the system, and to attract investors which 

would make the HEA system more viable. The proposed HEA process would also 

ensure that retirees have been given qualified, affordable financial advice prior to 

undertaking a HEA loan. The loan could support healthier ageing by modestly 

supplementing income on a fortnightly or monthly basis, or providing lump sums 

for home modifications related to health needs. The homeowners would still have 

complete control over their home, with the loan solely drawing on a portion of the 

equity. 
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The results in Chapter 5 and the subsequent discussion in Chapters 6 and 7 

indeed demonstrated that there is immense potential for baby boomer home 

equity, as well as current retirees to draw on to supplement retiree income. The 

discussion emphasised that the solution is for all retirees: for homeowners, who 

are part-pensioners, and for those who are full-pensioners and living under 

financial stress. Perhaps even more critically, enabling a product such as a HEA 

for homeowner retirees will support the income of retiree renters, because it will 

help protect the pool of government funding for those 11 per cent of all retiree 

households, and particularly the 17.6 per cent of sole person retiree households, 

who are renters and have very few assets at all. These retirees are perhaps the 

most vulnerable in terms of income poverty, now and as more baby boomers 

retire. 

Critically, Chapter 7 showed that the current urgent need for retiree income 

supplementation is not necessarily ongoing; and that a HEA is a mechanism that 

can assist baby boomers to live well, while simultaneously reducing the pressure 

on pensions. Toward the end of the baby boomer cohort life cycle, 

superannuation levels will begin to dramatically increase and the need for home 

equity withdrawal to supplement retiree income may well begin to diminish. Built-

in sunset clauses for a product such as a HEA for any government guarantee 

would help underscore the generation-targeted nature of the retiree income 

solution. 

In summary, RQ4 sought to inspire consideration of applied solutions to 

sustainable retiree income and through reverse mortgage simulation, bootstrap 

modelling and modelling of a potential suitable mechanism—HEAs—the findings 

in this thesis regarding RQ4 have overall met their aim. RQs 1 to 4 will henceforth 

inform discussion regarding the primary research question: Could the housing 

equity of Australia’s baby boomers supplement their retirement income?, which 

will be discussed in section 8.8.  

Next, this chapter will turn to discussion of some of the underpinning structural 

issues and barriers which could be stifling potential home equity release for 

retirees in Australia which is outlined below. 
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8.6 The impacts of the structural settings in Australia 

This section will discuss the structural drivers and institutional settings that relate 

to housing equity accumulation and decumulation in Australia. This section will 

show that these structural differences also present perturbations to the 

application of life cycle theory on the topic of home equity withdrawal in 

retirement. The main structural drivers that will be broadly examined include 

regulation, taxation, public pension systems, and market development.  

8.6.1 Taxation-related structural barriers to housing affordability 

Some of the main structural drivers in Australia regarding housing, particularly 

affordability of housing, include government tax policies and welfare policies. 

Policies such as negative gearing for investors as well as capital gains tax 

exemptions for homeowners, invariably favour homeowners and property 

investors over people who rent. Some researchers suggest these policies are 

increasing the divide between Australians who own housing and those who do 

not, particularly because the divide becomes income-based and it is generational 

(Kelly et al. 2013). Effectively, much more government assistance is provided to 

buy investment properties than to buy a first home. Current policies are not 

producing proportionately more home owners. Combined with rules that restrict 

development in established suburbs, higher prices force many households to buy 

on the city fringes, with poorer access to transport and jobs. This reduces 

opportunities for individuals and makes it harder for businesses to access skilled 

workers. Winding back negative gearing and the capital gains discount may stop 

the artificial inflation of demand for investment properties and enable more people 

to buy their first home. Repealing stamp duty in favour of an annual property tax 

would greatly lower the cost of moving, making it easier to relocate for job 

opportunities, or to a more suitable home. It would also encourage the more 

productive use of land in our cities. Renters do not receive anywhere near the 

direct government support that homeowners and investors enjoy (Kelly et 

al.2013). 

Any reform to some of the tax-based structural drivers in housing policy would 

require greater cooperation between levels of government. For example, the 
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Commonwealth is responsible for aspects of the tax and transfer system, such 

as capital gains tax exemptions and discounts, negative gearing rules and 

pension assets test rules. The States, meanwhile, charge land tax and also use 

stamp duty to raise revenue by taxing transfers of housing assets. Lastly, local 

governments collect municipal rates (Kelly et al. 2013) 

8.6.2 Supply side barriers to home equity accumulation 

The Grattan Institute’s 2011 report, The housing we’d choose, looked at barriers 

to supply of housing and found that the only housing type that does not face major 

disincentives on the supply side is detached housing in greenfield areas. 

However, new supply on the fringe is an imperfect substitute for housing closer 

to the centre and may only have a limited impact on prices closer in. 

Governments’ role in increasing housing supply has also changed greatly since 

the post-war period. Between 1947 and 1976, Commonwealth and State 

governments contributed more than 20 per cent of the growth in housing stock. 

Then government contributions began to decline, both in proportional and 

absolute terms, and is now minimal. Policy has instead shifted to measures that 

inflate demand rather than increase supply (Kelly et al. 2013). However, 

considerable research has been conducted on infrastructure and other policy 

reforms that could improve supply in sustainable ways such as through increasing 

social housing supply, funded through innovative mechanism such as housing 

supply bonds (Lawson et al 2012b). Unfortunately, policy reform regarding social 

housing is slow to gain traction in Australia. Nevertheless, some of the other 

suggested reforms to tax-based structural barriers to affordable housing and 

housing efficiency include recommendations such as that in Kelly et al, 2013 

report “Renovating Housing” of elimination of stamp duty and instead, the 

introduction of a broad-based annual property tax and reform of tax incentives for 

property investment. Stamp duties discourage households from moving to 

housing that better suits their needs. In comparison, annual property taxes such 

as land tax and municipal rates are less likely to distort households’ decisions. 

They also distribute the tax burden more fairly. Reforms to tax arrangements that 

favour property investment would help to reduce investor demand, easing 
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pressure on house prices and making it easier for households on the margins of 

home ownership to buy a home. 

In terms of supporting supply for entry into home ownership, some of the 

determinants of successfully entering and maintaining home ownership for wealth 

accumulation include education level, labour market participation, marital status 

and number of children (Wakita et al. 2000). Like most complex ubiquitous issues, 

the challenges of providing sustainable and affordability housing policy from first 

home purchase to decumulation prior to death, will need to be addressed with a 

long-term view, and an integrated approach between major stakeholders.  

8.6.3 Demand side pressures for home equity withdrawal in retirement 

In terms of the demand side pressures on possible use of home equity for 

retirement income supplementation, there is an apparent need to adjust pension 

levels to keep the age pension sustainable for those households that have no 

other option. The pension replacement rate, expressed as a percentage of 

earnings, indicates the extent to which living standards are maintained over 

retirement. The gross replacement rate from public pension schemes in Australia 

is one of the lowest among the OECD at 13.6 per cent for a median earner (OECD 

2013a). In contrast, for workers with average earnings, the gross replacement 

rate averages 54 per cent across the 34 OECD countries, going as high as 79 

per cent in Denmark and over 100 per cent in the Netherlands (OECD 2013a; 

2017). Across countries in the 2013a OECD study there tends to be more use of 

mortgage equity withdrawal products in lower pension replacement rate 

countries. This context would suggest that even for people on a full pension, there 

should rationally be relatively higher rates of mortgage equity withdrawal across 

retirees to supplement age pension income, which indicates that there are 

structural blockages to the take up of home equity withdrawal in retirement. As 

discussed, some of these barriers may include high interest rates on reverse 

mortgage products, lack of support and financial advice and lack of social 

acceptability of home equity withdrawal in retirement.  

Even though Australian retirees have expressed a preference to stay in the 

longer-term family/primary homes for as long as possible, there is still a greater 

willingness among older homeowners to sell and move in Australia (Olsberg et 
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al. 2005) rather than engage in home equity withdrawal. However, there is still 

great reluctance to sell overall and that reluctance may be due to a range of 

factors including house price appreciation, or stagnation. If there are no capital 

gains to be realised from selling one’s home in a country where house prices 

have not appreciated, this may dampen incentives to engage in equity withdrawal 

through the sale of the home (Ong et al. 2013a). Again, this circumstance 

contributes to the case for using in situ home equity withdrawal. Further, growing 

pressures on government budgets to meet age-related payments and services, 

may contribute to continued retreat of welfare states in countries with neo-liberal 

welfare regimes such as Australia and as a result older homeowners may 

increasingly engage in home equity withdrawal to supplement retirement incomes 

(Ong et al. 2013a). 

Part of the policy argument to engage more retirees regarding options for 

financing their retirement could lean toward the consistently expressed desire of 

Australian retirees to stay in their homes (in situ) as long as possible (Judd et al. 

2012). Ultimately, the use of equity withdrawal products is more conducive to 

staying at home.  

Any new products such as that proposed in Chapter 7 of this thesis, the Home 

Equity Accounts (HEAs), or even Domacom’s proposed new home equity release 

product for seniors will add more depth and breadth to the development of 

Australia’s mortgage market and housing market. As outlined in the literature in 

Chapter 2, in addition to the development of the mortgage market, the nature of 

the housing market also influences mobility in housing with dynamic housing 

systems (that is, housing systems that have greater movement and volume of 

sales) much more likely to feature a large volume of speculative property 

construction and a high rate of turnover of the existing housing stock than static 

systems (Van der Heijden et al. 2011). Whereas, in static housing systems, the 

purchaser of a property typically invests much more effort into the construction 

process for a longer-term stay (Ball et al. 1988; Dol et al. 2010). Hence, mobility 

rates will be higher in countries with dynamic housing systems (such as the UK), 

while in countries with static systems (such as Germany), changing housing 

preferences are more likely to result in home modifications rather than sale of 

one’s home which could also influence the take up of in situ home equity 
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withdrawal (Van der Heijden et al. 2011). The degree of mortgage market 

development is positively correlated with the propensity to withdraw mortgage 

equity. For instance, Australia, the UK and the US have more products such as 

flexible mortgages and reverse mortgages (Ong et al. 2013a). In the context of 

the theoretical implications of changes to home equity withdrawal in retirement, 

new products such as HEAs could lead to a more dynamic housing market from 

the point of view of release of home equity, but support a more static market by 

enabling retirees to age in place. 

8.6.4 Creating and supporting a market 

Some fundamental changes to Australia’s housing market in terms of supporting 

a sustainable market would be needed to support policy changes regarding 

innovation in home equity withdrawal. The importance of trusted regulation is due 

to the multitude of risks (perceived and real) associated with reducing equity in 

the primary home, to which one usually has a strong emotional attachment (Ong 

et al. 2013a).  

In Australia, SEQUAL operates as a peak industry body and seeks to maintain 

professional standards of practice in the equity release market, requiring 

members include clear and transparent no-negative equity guarantees in the 

products they offer, as well as comply with other self-regulatory codes (SEQUAL 

2016). Other regulators (ASIC, ATO) will also need to increase their profile in the 

retiree home equity release space alongside any policy changes. 

However, in terms of the primary research question of this thesis, the viability of 

a home equity withdrawal mechanism to supplement retiree income would need 

a fundamental re-positioning of peak industry bodies as well as stronger links 

between a broader range of stakeholders across generations. Policy 

recommendations regarding this are further explored in Chapter 9. In addition to 

that policy discussion, however, the issue of an unaffordable rental market for 

retirees reinforces the need to look at the impediments to entering and 

maintaining home ownership, and to prioritising non-home based care for the 

retirees most at risk of income poverty, that is, retired renters. Overall, however, 

this thesis has demonstrated that structural barriers need to be removed for a 

range of homeowner retirees, with low net worth and high net worth, depending 
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on portfolio composition, to assist broad utilisation of housing equity to smooth 

retirement consumption. 

8.7 Theoretical contributions 

This thesis has outlined that analysis of wealth accumulation and decumulation 

is traditionally grounded in the life cycle theory of consumption, which 

hypothesises that households will engage in life cycle consumption smoothing 

(Modigliani et al. 1954; Hurd 1990; Davies et al. 2000) and Markowitz’s classic 

portfolio selection theory (1952a, 2005), which suggests that investors select 

assets based on the mean and variance of portfolio returns. Throughout the 

thesis, however, this study has argued that traditional theories may be 

inappropriate or that their interpretation may need to be adapted due to the 

substantial structural inefficiencies present in the Australian home market, 

especially for older citizens and retirees. Further, this thesis has proposed greater 

integration with behavioural finance theories. The drivers of these market 

disruptions are the nature of the home, the role of asset tests in determining the 

degree of pension eligibility, and the extent of demographic change. 

The family home does not readily fit into typical strategic asset allocation given 

the nature of housing compared with other asset classes (Worthington 2009). The 

relevant characteristics include the substantial and indivisible asset size of the 

home, which often renders the home as a caveat or exception to analyses of 

strategic asset allocation, and the intangible social characteristics of the home 

(Easthope 2004), such as providing shelter, a sense of belonging, security and 

special significance for intergenerational households. Overall, classic portfolio 

theory may not be as applicable when applied to home ownership for retirees, 

especially at the level of the individual or from a household’s perspective, 

whereas it may work at the national level, or for a portfolio across many 

households. The life cycle theory of consumption, however, moreso presents a 

theoretical base for driving reform in terms of home equity release in retirement. 

The strong theoretical (and practical) advantages of decumulating wealth to 

smooth consumption in the later stages of a life cycle assist in framing policy 

solutions. Any interpretation of the theoretical basis, however, needs to better 

accommodate the changing social context of retirement, longer life expectancies 
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and housing as a major portfolio component for Australia’s baby boomer 

generation. 

8.7.1 Contributions to life cycle theory 

In the context of portfolio selection to meet consumption needs, life cycle theory 

proposes that household wealth acts as a buffer between consumption and 

income. That is, households will engage in wealth accumulation during the earlier 

part of their life course when income exceeds consumption, and draw down their 

wealth when income falls below levels required to fulfil consumption needs in later 

life. In its simplest form, the life cycle theory suggests that an individual will 

exhaust all of his or her wealth by the end of the life cycle (Ong 2010; Ong et al. 

2013a). In extension, the theory predicts that homeowners would cash in their 

housing equity to fund consumption in later life. In a life cycle model where no 

uncertainty or moving costs exist, a rational homeowner will progressively 

engage in decumulation of wealth after passing the peak of life cycle earnings 

until s/he possesses zero wealth (including housing equity) upon death (Skinner 

1996).  

The life cycle theory is more readily applicable to building a case for decumulating 

housing equity in retirement than the classic portfolio theory is to encompassing 

housing. However, the life cycle hypothesis of consumption is also complicated 

by such factors as capital market imperfections, uncertainties regarding life 

expectancies and bequest motives (Haffner 2008). For example, if moving costs 

are high or financial markets do not offer products that facilitate housing equity 

decumulation, these market imperfections will impact the utility of housing wealth 

(Skinner 1996).  

When life cycle theory was developed (in the 1950s) the roles of various 

household members differed significantly to that of a modern Australian 

household, as well as those of other developed, ‘Western’, economies. Women 

moved into the workforce in significant numbers with women’s employment 

increasing from 36 per cent in 1978 to 46 per cent in 2013 in Australia and women 

in older age groups are now more likely to remain in the workforce than in 

previous decades. For example, the participation rate of females aged 45-54 

years in 2013 was 70 per cent, up from 45 per cent in 1983. The cohort of women 
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aged 45-54 years in 2013 (born between about 1959 and 1968) had a very similar 

participation rate to persons aged 15-24 years in 1983 (Roberts 2013). 

Australians also have a strong history of leaving the family home to their estate. 

However, this bequest motive was much stronger when there was less pressure 

on age pension systems, also when extended family was available to assist with 

aged care, and when life expectancy was shorter (Hancock et al. 2002). Bequest 

motives seldom constitute the most important reason driving savings behaviour, 

wealth accumulation or divestment decisions for retirees (Hamnett 1999).  

A growing focus is on maintaining financial independence in retirement rather 

than having a sizable inheritance to leave. A recent study found that a third of 

men and almost half of women report having some concern that they might 

become a burden to their families as they age, with concerns higher among those 

on low incomes (Bray et al. 2016)  

The changing paradigm of extended family being more autonomous and the 

changing carer roles for ageing Australians being less family orientated means 

that new solutions are needed for funding aged care services and funding the 

consumption needs of older Australians. Workforce and community changes, 

increasing globalisation and mobility in the workforce has meant the role of caring 

for ageing relatives has in effect led to an increasing extent to community 

organisations and governments (Guven et al. 2010). In 2012, the report, ‘Living 

Longer. Living Better.’ clearly indicated that the Australian government resources 

available for caring were finite and in need of reform to cope with demand 

(Commonwealth of Australia 2012a). Australia is not alone in looking for policy 

solutions to the critical social and economic priority of caring for an ageing 

population, with countries across Europe and Asia also facing ageing 

demographic profiles (Ong et al. 2013a).  

Overall, the life cycle theory of consumption presents a solid theoretical basis for 

reform in home equity decumulation in retirement, taking into account the social 

and demographic changes that have taken place since its development regarding 

life expectancies, changing retirement lifestyles and changing family roles. In 

addition, interpretation of the life cycle theory needs to account for the 

significance of the primary ‘home’ as a non-fiscal asset as well as a fiscal asset 
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when predicting behaviour regarding decumulation of housing equity over the life 

cycle. This theoretical extension will be an area of further research. The following 

sections discusses other limitations to the scope of the theoretical contribution of 

this thesis. 

8.7.2 Limitations of the contributions 

Numerous factors have been identified throughout this thesis as potential 

contributions to the study of home equity withdrawal in retirement. For example, 

a critical factor in retirement is health concerns. Older households tend to reduce 

their housing consumption after triggers such as a sudden decline in health (Clark 

et al. 2006). Changing household composition is also found to have an impact on 

housing choice, either due to relationship breakdown, children leaving the family 

home, death of a partner or partner needing to move into an aged care or health 

facility. Gender has also been found to be a point of difference requiring further 

research (Judd et al. 2012).  

Disability and major health issues also have an impact on housing composition, 

with renters (14 per cent) and boarders (17 per cent) more likely to have to 

relocate because of disability and/or age than owner-occupiers (6 per cent for 

fully owned occupiers, 5 per cent for those with a mortgage) (Judd et al. 2012). 

Less movement of owner occupiers is likely due to the greater ease of home 

modification for owner-occupiers compared to other tenure types (Pynoos et al. 

2009). The impact of health in ageing, medical expenses and other factors 

outlined above are substantial issues in terms of retirement consumption, but will 

not be detailed in this thesis, but rather, identified as an area of further research.  

8.7.3 Summary of the theoretical contributions of this thesis 

This section provides an overview of this thesis’s contributions to the main 

theories that underpin discussion of housing in terms of wealth accumulation and 

decumulation to support income, especially life cycle theory.  

In essence, the theoretical contribution is intended to provide a platform for 

continued policy momentum in Australia for the inclusion of home equity in the 

retirement income mix. In particular, adaptations to the life cycle theory of 

consumption and classic portfolio selection theory is needed to support a 
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generation-targeted solution for supplementing baby boomer retiree income 

through efficiently drawing on housing equity as detailed in Chapter 7. The 

theoretical contribution that this thesis makes also  includes proposing new 

potential alignment of the life cycle theory with behavioural finance theory such 

as Thaler’s et al. (2008) ‘nudge’ theory. 

In addition, by applying generation-contingent filters to life cycle theory and 

portfolio selection theory, policy solutions may be more evident. This study has 

argued that traditional theories may be inappropriate or need to be adapted due 

to the substantial structural inefficiencies present in the Australian home market, 

especially for older citizens and retirees. In addition, this study has argued that 

generational filters may need to be applied across financial theoretical 

frameworks to assist those theories to remain relevant in the face of significant 

societal, workplace and familial changes.  

A more generation-targeted theoretical framework provides a better basis for 

assessing the role of housing as a financial asset for enhancing retirement 

incomes and reducing the pressure on pensions. These practical applications 

and their likely impact are discussed in the next section. 

8.8 Addressing the Primary Research Question and the 

challenges of Australia’s ageing population 

The results of RQs 1 to 4 will now be discussed in the context of responding to 

the primary research question: Could the housing equity of Australia’s baby 

boomers supplement their retirement income? 

The literature throughout this thesis has established that the ageing population 

context will mean that older Australians will need to look to their own resources 

more than in previous generations. However, enabling retirees to draw on their 

housing equity to supplement retirement income will not be a panacea for 

reducing income poverty in retirement in Australia. Retiree income poverty will 

still be a cause for growing concern, and the ‘first pillar’ of Australia’s three pillar 

retirement income system – the age pension – will still be needed to address the 

poverty in the most vulnerable subgroups.  
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Australians aged over 64 have a 35 per cent risk of living in poverty (60 per cent 

poverty line) and are experiencing a range of financial stresses with less social 

and government support in place than previous generations (ACOSS 2014). This 

thesis proposes that housing equity is needed alongside the existing system of 

age pension, superannuation and other savings to address income poverty for 

baby boomers. As detailed in Chapter 7, that proposed solution could include 

Home Equity Accounts (HEAs) (Johnson et al. 2016) that could act as a 

government-subsidised, low-interest loan that retired homeowners can use to 

draw on their home equity for income and consumption. The proposed HEA 

process would also ensure that retirees have been given qualified, affordable 

financial advice prior to undertaking a HEA loan. The loan could support healthier 

ageing by modestly supplementing income on a fortnightly or monthly basis, or 

providing lump sums for home modifications related to health needs. The 

homeowners would still have complete control over their home, with the loan 

solely drawing on a portion of the equity. Without repeating the detail regarding 

HEAs as covered in Chapter 7, the benefits of a HEA are potentially for retirees, 

who would be able to access low-cost, low-risk, modest income supplementation 

and support for health consumption. Also, Government and taxpayers benefit 

from being able to safeguard the age pension as a sustainable safety net with a 

fairer assets test, as well as manage increasing imposts on government budgets, 

such as health care for a population who are living longer. For investors, the HEA 

units or bonds would have low risk by being government-based, albeit with a low 

return, and would add more choice in the fixed asset classes as well as opening 

up the large home equity market for investors.  

For the most part, current comparable products such as reverse mortgages are 

not the best in terms of efficiency and matching to retiree risk profiles (PC 2015). 

Instead, the proposed HEA product could be a solution, and will depart from 

existing products by being government-backed, securitised, and by incorporating 

financial planning services. Even merely introducing the term ‘Home Equity 

Account’ could favourably challenge perceptions regarding the place of the 

primary home in supplementing retirement income. Rather than seeing any 

change to the pension assets test as a punishment or disincentive to purchase a 

home, rethinking of the family home as a ‘Home Equity Account’ in retirement 
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that could be drawn on to supplement a modest retirement income may be a more 

useful framing.  

One component of the conversation regarding the use of home equity for 

retirement income supplementation is to allay the fear that a retiree’s home is 

going to rapidly decline in value by the time they die. The published article that 

comprises Chapter 7 (as a pre-publication version) detailed home equity 

withdrawal scenarios to show the potential longevity of a HEA product for a wide 

range of retirees. This finding is important for further research on retiree 

perceptions of the use of home equity in retirement, mainly to inform better 

research in the differences in perceptions of retirees on using home equity if they 

are better informed about the potential of their home equity and the likelihood of 

them still maintaining a sizable bequest if home equity is used for modest income 

supplementation in retirement.  

The focus on policy reform in this discussion has centred mainly on homeowners 

because the data in Chapter 5 shows that homeowners have considerably more 

assets than other households in retirement, with the mean value of the home 

alone for homeowners aged over 65 years almost five times more than that of all 

non-homeowner assets combined. Retirees who own their houses outright save 

in terms of rent and, despite significant ongoing costs with their home such as 

outstanding debt, rates, insurance, maintenance, depreciation and repairs, for the 

vast majority, the benefits of outright home ownership will outweigh even the 

ongoing costs associated with the home, particularly when compared to rental 

affordability in retirement (Bradbury 2010b). However, the positive impact of 

expanding the retiree income supplementation mix will potentially have positive 

flow on effects for non-homeowner retirees by taking some pressure of age 

pension resources. 

The results in Chapter 5 also outline that 20.2 per cent of Australians aged over 

65 ‘agree’ or ‘strongly agree’ that they have a real concern about their financial 

situation; also that 54 per cent ‘agree’ or ‘strongly agree’ that they had to adjust 

to a big drop in income since retiring and that 14.1 per cent report that their 

income is much less than what they expected. Regardless of bequest motives, 

these figures suggest that there is potential for retirees to consider income 

supplementation options if suitable instruments are available.  
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There is already an overt risk of poverty and financial stress in retirement, but 

there are also a number of ways that the risk of poverty is set to increase even 

more. For example, housing pathways are now more fluid with growing numbers 

of owners on the margins, struggling financially to hold on as owners. The 

housing wealth held by these marginal owners in their home has become more 

insecure (Wood et al. 2012). Risk management is a concern for retirees on the 

margins as well as the mainstream. These risks may be exacerbated by the 

ageing of the population, which has a dampening effect on house prices by, for 

example, a lack of upkeep slowing price appreciation (Guest et al. 2010). A 

slowdown in house price growth may reduce both the capacity and the willingness 

of the baby boomer generation to maintain their current levels of consumption. 

Further, consumption pressures are growing, with the emergence of consumption 

shifts toward greater health expenses posing a growing threat to retirement 

income. With increased life expectancy and the emergence of complex health 

issues when ageing such as dementia, health shocks are likely to have an 

increasing impact on decumulation of housing stock (Chiuri et al. 2003).  

More broadly, housing asset based welfare is predicated on the assumption that 

investment in ‘bricks and mortar’ will yield significant returns as house prices 

continue to increase indefinitely. Yet recent economic shocks highlight the 

potential riskiness of housing as a vehicle to fund retirement. These risks are 

augmented by life shocks in later life that can significantly erode housing wealth 

(Wood et al. 2010a; Smith et al. 2010).  

The decumulation of housing equity could synergistically reduce the risk faced by 

homeowning retirees where products such as reverse mortgages can put upward 

pressure on house prices, for example by reducing selling pressure and 

decreasing supply (Guest et al. 2010). Yet the cohort aged 60+ in 2003-04 was 

less willing than mid-age cohorts to extract equity from the increased value of 

their owner-occupied dwellings to fund increases in household consumption 

(Yates et al. 2010). 

Overall, research to date on decumulation of housing stock has been insufficient 

(Ong et al. 2013a), particularly in terms of supplementing retirement income. In 

terms of existing retirees, Australia currently has over three million people aged 

over 65 years (ABS 2012a) with 50 per cent receiving the full age pension and 
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30 per cent receiving a part pension, collectively accounting for some 80 per cent 

of all retirees receiving at least some age pension (Rothman 2012). In terms of 

the wealth of Australians overall, in 2015 housing equity remains the primary 

source of wealth at $5.9 trillion (ABS 2015b), compared to just $2 trillion in 

superannuation (APRA 2015). As this thesis has established, the baby boomer 

generation holds most of their wealth in their primary home, and as baby boomers 

are starting to enter retirement, pressure on household budgets is likely to further 

emphasise the need for new solutions to maintain decent standards of living for 

baby boomers in retirement. The next section looks at the financial stress of 

Australian retirees in more detail. 

This thesis has shown that the ageing of the baby boomer population will 

influence every facet of Australian public policy as baby boomers increasingly 

dominate policy and budgetary needs and demands. Population ageing is already 

beginning to pose significant policy challenges for governments in Australia and 

other developed countries (Hugo 2003). Australia’s ageing population profile will 

place significant pressure on Australia’s social security, health care, aged care, 

and retirement investment systems, an area that has been regarded as under-

researched and in urgent need of policy intervention (Bradbury 2010a; Productive 

Ageing Centre 2012b; NCA 2014a, 2014b; PC 2015). 

This thesis has outlined 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 (Freebairn et al. 2010; Bradbury 

2010a, 2010b; Wood et al. 2012). In its 2010 intergenerational report, the 

Australian government forecasts spending on what it calls ‘demographically 

sensitive’ areas will climb from 22.4 per cent of GDP in 2015–16 to 27.1 per cent 

of GDP by 2049–50, unless measures are implemented to curb the growth in 

spending in these areas. The result will be a budget deficit amounting to 2.75 per 

cent of GDP in 40 years’ time (Commonwealth of Australia 2010).  

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 et al. 2011; Haffner 2008). This 

emphasis on personal responsibility for fiscal wellbeing in retirement has also 
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been growing in Australia, and was the subject of a federal policy report in April 

2012, titled ‘Living Longer. Living Better.’ (Commonwealth of Australia 2012a) 

which emphasised a move to more aged care services ‘in home’ for older 

Australians, and briefly mentions policy changes that may lead to more people 

considering options such as reverse mortgages to raise a lump sum bond for an 

aged care place, or periodic payments, rather than selling their home and banking 

the proceeds.  

Of current retirees, it is the 18 per cent of couple households aged over 65 and 

the 28 per cent of single households aged over 65 (ABS 2012b), who are not 

homeowners, who have significantly lower net worth. That is where an urgent 

policy solution needs to focus.  

For baby boomers, at the age of retirement, housing wealth will be a significant 

wealth source compared to superannuation, whereas superannuation, if targeted 

appropriately will be more significant for Generations X and Y. Hence, generation-

contingent solutions are needed. 

This thesis has found that not only is there a disparity between homeowners and 

non-homeowners in terms of wealth components, but also in terms of income in 

retirement. The exemption of the primary home from the Age Pension means test 

is inherently unfair and its time has been shown by this research to be up. The 

current policy inertia, largely due to political sensitivity to the largest cohort of 

voters, limits discussion on the range of options for retirement income, and is 

increasingly highlighting inequity in Australia’s retirement income system.  

Multiple reviews have argued for the abolition or the setting of a cap on the 

primary home exemption. Removing the family home exemption would be the 

most efficient and equitable outcome, but politically this appears intractable in the 

immediate future. At a minimum, there is a strong case on equity grounds to set 

a limit on its value. The Productivity Commission conceded that setting a limit on 

home value or removing the exemption of the family home in relation to the age 

pension assets test would provide “a much needed signal from the Australian 

Government that the home is an asset that can be drawn upon by older 

Australians” (PC 2015, p.21). 
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The Productivity Commission stopped short of recommending support for any 

new instrument to encourage more home equity withdrawal, stating that “it must 

be prudent for governments to accept that there is currently little interest among 

older Australians in making use of financial equity release products. At most, 

government intervention in the private equity release market should likely be 

limited to information provision” (PC 2015, p. 170). 

Moving into any policy development phase of a new retiree income product, there 

are a number of applied implications that have become evident throughout the 

thesis and are discussed below.  

Even with the ‘writing on the wall’ in terms of the urgency to look for additional 

sources for retirement income, the Productivity Commission’s 2015 report leans 

toward government taking a very hands off approach to encouraging a market for 

home equity withdrawal in retirement, albeit with a recognition of the need to 

further review retirement incomes and housing equity.  

Nevertheless in previous reports, the Productivity Commission (PC 2012a, 2013) 

did outline a wider role for government, including government acting as a provider 

of last resort; guaranteeing access to equity release for low-income home owners 

whom private providers are unwilling to serve. The Productivity Commission also 

suggested that a public scheme would first need to be evaluated to assess 

whether the benefits (such as the reduction in public expenditure) would outweigh 

the costs of administering the scheme, the fiscal risks associated with housing 

prices and longevity, and private market concerns about crowding out. 

Even with a cautionary approach to intervention in design of a home equity 

withdrawal product, a strong case has been made by the National Commission 

of Audit (2014a) and the Henry Review (Henry et al. 2009, 2010) to incorporate 

a threshold value of the primary home in the pension assets test. The primary 

home would still be treated concessionally compared to other assets, but would 

pave the way to make some pension savings by considering housing wealth more 

equitably. 

The data is yet to show just how demand for home equity release products can 

be driven by pension income reform such as following the pension reforms in the 

United Kingdom (PC 2015), and is an area for further research. However, it is 
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also equally hard to assess market conditions for equity release products prior to 

pension policy changes. Presumably, if policy reform were implemented with 

enough lead time for equity release product providers to address market 

impediments to home equity release, the transition to market driven, lower-cost 

home equity release products would be assisted. That argument does not dismiss 

the critical role of government in providing guarantees or backing for products 

that are efficient, meet the needs of retirees, and that will ultimately save the 

government significant pension expenditure as well improve the living standard 

of older Australians.   

Another factor in terms of the potential of home equity to relieve financial stress 

in retirement is the broader strategic asset allocation (and adjustment) for home 

equity which is largely ignored in portfolio design. For example, as housing and 

stock markets are somewhat different in their cycles, then housing equity could 

be used to smooth income in times of stock market volatility may help support 

increased longevity of superannuation savings. Rather than seeing home equity 

as the last resort once all other sources of income are exhausted, home equity 

could be part of a strategic asset allocation that is decumulated at appropriate 

times in market cycles.  

In terms of supporting operationalising a potential mechanism for home equity 

drawdown in retirement, there is growing evidence that older Australians are 

more amenable to considering a financial product if it has a government 

guarantee or backing with increasing calls for government to intervene to grow 

the market for debt-free home equity withdrawal products in Australia (Harper 

2011). A government guarantee would aim to increase choice for consumers and 

investors, as well as reduce demand for public funds for pensions. The National 

Commission of Audit, however, cautions against the government focussing on 

specific products in case it reduces the incentive to innovate (NCA 2014a). 

However, there are examples of where a government guarantee for a product 

can cover the ‘tight properties’ overseen by government, and still leave room for 

innovation. Increasingly, government in Australia has taken an outcomes-

focussed approach with National Partnerships agreements and initiatives such 

as NRAS (the National Rental Affordability Scheme) in 2008-2013 and numerous 
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international examples such as housing cooperatives, and housing supply bonds 

throughout Europe. 

However, as reiterated earlier, the parameters of any product that is given 

government backing would benefit from clarity of purpose in terms of a focus on 

enabling supplementation of income to a modest level, and to smooth expenses 

related to health shocks for retirees.  

The Productivity Commission (2015) notes that the Pension Loans Scheme 

which currently operates in a limited capacity in Australia could have had the 

potential to be expanded and reviewed to potentially provide a vehicle to assist 

retirees to withdraw home equity. However, Cowan et al. (2015) has concluded 

that Government was not the best avenue for such a mechanism with the 

potential cost to government of underwriting on expansion in the Pension Loans 

Scheme of the scale required is in the trillions of dollars over decades.  

In terms of supplementing retiree consumption, the pension loans scheme may 

be problematic because it is only available to part-pensioners, when the data in 

this thesis shows that it is full pensioners who have least access to liquid 

resources. 

The analysis in Chapters 6 and 7 showed that any new financial products or policy 

regarding retirement income needs to continue to support changing lifestyle 

expectations in retirement. The results in Chapter 5 analysed the viability of policy 

reforms toward ageing in place, by looking at the fiscal wealth portfolios of 

Australians and current home ownership environment in Australia. This analysis 

was followed by comparisons with the retirement portfolios for younger 

Australians which were shown to look very different to baby boomers, with a 

greater dominance of superannuation and less home equity. The results also 

showed that Australian families are drawing down their housing wealth to meet 

the acute spending needs that accompany the earlier years of household 

formation, which potentially threatens the assumption that future Australians will 

enter old age with ample amounts of housing wealth over the long-term (Wood et 

al. 2012). This will be particularly the case for Gen X and Gen Y who will be 

building housing equity later in the life cycle than baby boomers.  
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Two very important aspects of its contributions to the key issues of the thesis, 

gaps in the finance and housing literature, the thesis hypothesis and research 

questions, is the methodology applied for RQ4, and the impact of the research in 

terms of theoretical and policy impact. 

The latter two are very important aspects of the contribution to knowledge 

because they are informed by an original combination in methodological 

approach.  

In summary, this chapter has re-examined the gaps in literature which were 

identified in Chapter 2 and contributed additional knowledge to closing those gaps 

in the context of each research question as well as discussion of applied 

solutions. This thesis to now has delved into the dynamics of maintaining an 

acceptable fiscal standard of living in retirement in Australia and has established 

that with Australia’s ageing population and government budgetary pressures, that 

there is a looming baby boomer cash flow crisis once the remainder of the 5.5 

million baby boomers join the current 3 million retirees in retirement. On average, 

750 baby boomers are joining the ranks of retirees every day and will do so for 

the next 20 years. Most of whom will be accessing the Age Pension. Even once 

the current death rate of 420 Australians over 65 per day is taken into account, 

there is a sizable daily increase in baby boomer retirees (ABS 2014a). The 

literature established that even though there is ample evidence that government 

budgets will be pushed to breaking point over the coming decades, that there is 

not sufficient research to support major policy reform to solve the looming cash 

flow crisis.  

While Australia is able to draw on international examples of home equity 

withdrawal in retirement and other retirement income mechanisms, the literature 

review highlighted that ultimately, each country has had to design a scheme that 

is best suited to their own social, demographic and economic needs. The context 

of population ageing, changing retirement needs, the increased emphasis on 

individual responsibility for financial wellbeing in retirement coupled with 

Australia’s high levels of retiree home equity have informed the discussion 

regarding retirement income options. This thesis has championed the design of 

a scheme that works best for Australians.  
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Finally, this discussion chapter has concluded that the appropriate response to 

the primary research question of Could the housing equity of Australia’s baby 

boomers supplement their retirement income?, is “Yes”. The discussion in this 

chapter has also detailed the parameters for such a paradigm shift which could 

be a long, but fruitful road to reform.  

The conclusions from this thesis are outlined in the next chapter, Chapter 9. 
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Chapter 9: Conclusion 

 

  



245 

 

9.1 Introduction 

Every facet of Australian public policy and increasingly even private strategy on 

wealth, home ownership and retirement is rapidly being influenced and 

dominated by the discourse regarding the ageing of the baby boomer population, 

particularly in terms of the associated budgetary needs and demands. Australia’s 

ageing population profile will place significant pressure on Australia’s social 

security, health care, aged care, and retirement investment systems, which in 

turn impacts on all other portfolios. 

This thesis has systematically built a case for, and provided evidence of, the 

potential means by which baby boomer retiree income could be supplemented, 

using housing equity. The data in the preceding chapters has indeed established 

that not only is there evidence that retirees hold substantial assets in housing, 

but also that both homeowners and non-homeowners could have an 

improvement in lifestyle if home equity of retirees was withdrawn to supplement 

retirement income. Detail has been determined on the parameters of a suitable 

mechanism for home equity drawdown and policy implications. This thesis has 

drawn on evidence and views from a range of perspectives to provide a holistic, 

coherent solution to the imminent retiree income crisis in Australia. This 

concluding chapter will now detail conclusions across key components of this 

thesis, starting first with the theoretical contribution. 

9.2 Theoretical contribution 

The theoretical contribution of this thesis is multi-layered. First, it proposes a 

segmented approach to portfolio selection that takes into account the unique 

characteristics of home purchase in an Australian portfolio, rather than ignoring 

the generational differences. Secondly, it suggests a more cyclical approach to 

decumulation through the later stages of the life cycle, rather than the more linear 

approach espoused by some interpretations of the life cycle theory of 

consumption.  

Further, the theoretical contribution that this thesis makes includes detailing the 

limitations in the current conceptions of life cycle theory, as well as proposing 

new potential alignment of the life cycle theory with behavioural finance theory. 
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The theoretical contribution of this thesis builds on Modigliani’s et al. (1954) 

thinking about the challenge of uncertainty and its link to precautionary saving 

even in later life, as well as Carroll’s (1997) work on precautionary savings, and 

Deaton’s (2005) summary of the nature of consumption behaviour as it relates to 

income which is contrary to the life cycle hypothesis which suggests a more 

detached relationship between income and consumption. While Carroll (1997) 

found that sufficiently prudent people, with uncertain future incomes, will never 

borrow if there is a possibility that they will not be able to repay their debts, this 

thesis proposes that by including more ‘certainty’ for people in the later life cycle, 

and increasing their own self-determination and agency through capability-

building, they may make plans that are more consistent with the life cycle theory. 

The anomaly of lack of asset decumulation in retirement has been documented 

in other countries (Ong et al. 2013a) and is again borne out in the analysis in this 

thesis.  

However, the additional contribution of this thesis stems from the fact that the 

anomaly itself provides no coherent alternative to enable us to think differently 

about ‘dissaving’ in retirement. One of the basic, underlying assumptions with life 

cycle theory is that people make rational, consistent, intertemporal plans, and 

that they act as if they are maximising a utility function defined over the life course 

(Deaton 2005). Rationality is also one of the assumptions that is most challenged 

by behavioural economists (Thaler et al. 2008). This thesis suggests that 

integrating theory from behavioural economics alongside life cycle theory is a 

better option to help people participate more in dissaving in retirement in a way 

that will be in their interests, including by driving development of financial 

products for dissaving in retirement that are aligned with policy levers.  

This thesis suggests that retirees would like to behave more in the way that life 

cycle theory suggests they ought to, but have difficulty in doing so due to the 

emotional and structural barriers with mechanisms available for dissaving, which 

for Australia’s baby boomers means largely decumulating their home equity. 

Based on the literature about what we know matters to Australian retirees when 

it comes decumulating housing equity, this thesis has proposed parameters for a 

model of home equity decumulation to support ‘more choice under uncertainty’ 

for Australian retirees. 
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In addition, this thesis suggests that by applying generation-contingent filters to 

life cycle theory and portfolio selection theory, policy solutions for retiree income 

sources may be more evident. This thesis has argued that traditional theories 

may be inappropriate or need to be adapted with behavioural finance theories 

due to the substantial structural inefficiencies and barriers to home equity 

decumulation present in the Australian home market, especially for older citizens 

and retirees 

Overall, the thesis has built a case for new housing equity withdrawal options in 

retirement to supplement retirement income. Part of the solution is not only an 

increasing emphasis on personal responsibility for fiscal management and 

increased self-funding of retirement consumption, but also further integration of 

supported advice for retirement income planning. 

9.3 Policy impact 

9.3.1 A generational solution for baby boomers 

As outlined in the journal article in Chapter 7, the solution would likely need to be 

Government-backed, providing only for modest income support and seen as a 

generational solution for baby boomers. Gen X and Gen Y are already looking to 

have different portfolio components, therefore a retiree income solution for baby 

boomers can have a sunset clause in any policy reform, that may give 

government more confidence in guaranteeing a product that is targeted and 

subsidised for retirees.  

While one of the significant contributions and potential impacts of this research is 

on saving hundreds of billions of dollars in Age Pension payments, the other great 

potential impact of this research is on improving the standard of living for all 

retirees, regardless of home ownership status. In turn, the budget savings could 

also impact on millions of lives through service provision and debt reduction.  

This thesis has established that home ownership for retirees does appear to have 

an impact on wealth accumulation by retirement. In building a case for new 

housing equity withdrawal products this thesis has examined recent debate on 

housing equity withdrawal in Australia but finds that the progress and focus of 

debate has fallen short of the mark and has not driven momentum in policy 
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reform. Critically, the reform process has failed to bring all stakeholders into the 

conversation about a generational solution for Australia’s retiree cash flow crisis.  

The levels of financial stress reported among retirees has also been explored, 

and this study has concluded that there is significant under-reporting of financial 

stress by retirees. A clearer picture has been provided by comparing retiree 

incomes to poverty lines, and changes in consumption. The behavioural patterns 

of retirees shows that they will keep attempting to ‘make do with less’ and 

continue to accept a reduced standard of living, while at the same time very 

concerned about not wanting to be a ‘burden’ on their families, friends or 

communities.  

9.3.2 Support for retired renters 

This thesis has found that the most fiscally vulnerable group of Australian retirees 

are renters. These Australians have very low asset holding and with incomes 

similar to homeowners are on an uneven playing ground when it comes to 

attempting to supporting a decent standard of living, given Australia’s ruthless 

rental market. Among retired renters, further pockets of increased financial 

vulnerability can be found when single or couple status is taken into 

consideration, as well as gender, compounded by the lower rates of income, 

superannuation and home ownership for singles and females as outlined in the 

results chapter. 

It is only once the divide between homeowners and non-homeowners is explored 

that the real urgency of pension reform becomes apparent. Pension reform will 

mean that retirees who are asset-poor as well as income-poor, will need to have 

their income safety net, the Age Pension, safeguarded. 

9.3.3 Proposed new product development – a generational solution 

Through interrogation of literature, policy reports and data, this thesis has found 

that a sustainable system of home equity withdrawal in retirement needs to be 

regarded as a source of retirement income. However, the current products such 

as reverse mortgages are not the most favourable in terms of efficiency and 

matching retiree risk profiles (PC 2015 p.145). Instead, a term such as “home 

equity account” could be introduced to challenge the heuristics and perceptions 
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regarding the place of the primary home in supplementing retirement income. 

Rather than seeing any change to the pension assets test as a punishment or 

disincentive to purchase a home, rethinking of the family home as a home equity 

account in retirement that can be drawn on to supplement a modest retirement 

income may be a more useful framing.  

The data in this thesis has examined the current and projected asset holding of 

home equity and superannuation for baby boomers compared to Gen X and Y 

and found home equity to be a ‘no brainer’ as part of the cash flow solution.  

However, this thesis has also found a gap in the market of home equity 

withdrawal products that suit the needs and circumstances of retirees.  

This thesis presents a ‘generational solution’ for supplementing baby boomer 

retiree income through efficiently drawing on housing equity. For government, the 

fixed time focus of such a solution provides scope for a sunset clause and allows 

for a transparent, targeted, time-sensitive product to ease the looming retiree 

cash flow crisis. This approach also allows time for government to potentially 

reset other policy levers for the different retirement income needs of millennials 

(Gen X and Gen Y). 

This thesis has proposed a government-backed (but not government-funded) 

loan system for retirees known as a ‘retiree home equity account’ to allow the 

withdrawal of home equity at highly competitive rates to supplement income to 

modest levels. This product would be facilitated through a supportive 

intermediary, with integrated, scaled, expert financial advice, and allow investors 

to contribute to sustainably funding the product through the investment in 

securitised bonds or units of the virtual retiree home equity. The potential new 

products discussed in this thesis differ from existing products by being 

government-backed, and providing a safer, supported mechanism that enables 

later retirees to relieve financial stress and meet their health and aged care needs 

by efficiently and safely decumulating their housing equity for increased cash 

flow. The results of this research have important implications for social policy and 

financial products designed to increase the financial wellbeing of retirees, and to 

smooth the consumption hurdles in later retirement. 
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Incentives could also be provided for retirees to fund their retirement income as 

long as possible, with additional incentives for each additional year self-funded. 

Some of the inequity and inefficiency of the current system could also be 

smoothed, even in terms of intergenerational inequity, by reducing the huge 

burden on working age taxpayers—themselves struggling to enter home 

ownership—to pay the Age Pension to already asset-rich retirees.  

The lack of uptake on current products such as reverse mortgages from banks 

could stem from a range of issues, such as uncompetitive interest rates, fees and 

charges, or simply from a reluctance from retirees to touch their housing equity. 

Understandably, providers of reverse mortgages are taking on the long-term risk 

of not re-couping payment until the homeowner dies, or disposes of their home. 

Consequently, these providers charge interest rates that are above market rates 

(for example in Australia, in 2016, the difference was approximately 3 to 4 per 

cent higher for reverse mortgages than standard home mortgages).  

Considering, however, that almost all of the homes that are involved in reverse 

mortgages are completely paid off, or very close to being completely paid off, 

there is perhaps scope for government to take on some of the perceived risk of 

the bank not recouping their money on sale of the asset. With capacity to set a 

maximum LVR, and a relatively stable housing market in Australia, this is surely 

not an unworkable option, if indeed that could assist providers to drop the reverse 

mortgage interest rates by 3 per cent or so if they have that guarantee. This would 

not be a subsidy to banks, simply a government guarantee for banks and seniors, 

for a highly targeted product for retirees in financial stress, or those who have lost 

pension income due to policy changes, with strict LVR limits and product 

parameters. Admittedly, some of the interest rate premium is to cover other risks, 

such as currency risk and interest rate risk, but again, the potential risks from a 

government perspective needs to be weighed up against the potential billions of 

dollars in savings in government pension expenditure.  

9.3.4 Transitioning to more equitable retirement income policy 

With the Age Pension taking up an increasing proportion of Australia’s GDP as 

our population ages, Australia needs a transition plan to a more equitable retiree 

income system that takes into account home equity as part of the asset mix. A 
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transitional plan would allow more time for people to plan their sources of 

retirement income and for product development to be refined to better meet the 

needs of retirees.  

Another impact of this thesis is that it shines a light on a dark space in strategic 

asset allocation when it comes to wealth accumulation and decumulation in 

Australia. Housing is largely ignored (‘asterixed’ away as ‘not relevant or 

applicable to strategic asset allocation’.) If housing and stock markets are 

somewhat different in their cycles, then surely the use of housing equity to smooth 

income in times of stock market volatility may help support increased longevity of 

superannuation savings. Rather than seeing home equity as the last resort once 

all other sources of income are exhausted, home equity could be part of a 

strategic asset allocation that is decumulated at appropriate times in market 

cycles. This is a key role that future financial planning professionals can take on 

(Cooper 2015). 

Within the National Commission of Audit’s position on government support for 

industry (NCA 2014b), a case could be made that reasonable support to industry 

and financial product developers who are filling the market gap for retiree income 

supplementation through efficient home equity withdrawal, could fit within the 

acceptable scope of recommended intervention. Some government support to 

cover the costs of a targeted market solution for baby boomers to withdraw home 

equity to supplement retirement income could certainly be justified by the saving 

in age pension provision. Such support would also send a strong message to 

retirees that their home is a source of retirement income, in effect, a form of ‘home 

equity account’. Such a product could be operationalised through a type of 

government loan, linked to exchange-traded units or bonds, or could link to 

suitable emerging products that meet criteria such as: being targeted to 

supporting a modest income in retirement; supported by trusted financial advice; 

flexible; low cost; low risk; scalable and most importantly, government-

backed/guaranteed. By being securitised through exchange-traded bonds, a 

wider range of investors are able to fund the loans with a modest return. This 

thesis has determined that such a process would be best supported through 

financial support/advice as discussed next. 
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9.3.5 Extending financial advice to retirees who would not normally seek 

advice 

The potential size of the market for scaled financial advice for retirees regarding 

retirement income planning, including home equity withdrawal is in the millions of 

clients. Overall, financial planning support is preferable before changing the 

exemption of the family home in the age pension eligibility test, and the 

introduction of any new home equity withdrawal product would likely be smoother 

if supported by specially trained financial planners. Integrating financial planning 

as a requirement of any new product release could also improve financial 

outcomes across areas other than retirement income supplementation through 

home equity release. 

Ironically, it seems that the HEA product is needed before new retiree income 

policy is agreed to and the map for transition to home equity release as a 

mainstream part of retirement income supplementation necessarily needs to 

include detail on the potential mechanisms of home equity release. 

9.3.6 Growing the conversation - challenging biases 

For such a mammoth reform the Australian community needs to be included in 

the conversation about retiree income policy incorporating home equity. Some of 

the critical rules of thumb (heuristics) that people use to make sense of this policy 

area that may need to be challenged including the tendency to prefer to avoid 

losses and aim for gains (loss aversion); overestimating their ability to control 

events (illusion of control); biases regarding life expectancy, income in retirement 

and asset holdings (anchoring); perspectives regarding shared responsibility for 

retirement income (priming) and biases towards maintaining the status quo and 

the influence of peers (Kahneman et al. 1982).  

Without challenging these cognitive and behavioural biases, much of the 

attitudinal and behavioural change that is critical to transitioning to new ways of 

drawing on home equity in retirement will cause policy inertia, as has been seen 

over the last five years in the Australian policy environment regarding the age 

pension assets test.   
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9.4 Summary 

In summary, the retirement context in Australia for current retirees and the ‘baby 

boomer’ generation displays a high risk of income poverty and financial stress for 

retirees, combined with increasing pressure on government budgets. This 

doctoral thesis sought to examine if, and how, home equity can be utilised better 

to support wealth accumulation and retirement income. The primary research 

question of this thesis was: Could the housing equity of Australia’s baby boomers 

supplement their retirement income? This question informed the hypothesis put 

forward that The majority of Australia’s baby boomer retirees would be able to 

modestly supplement their retirement incomes, for a minimum term of 25 years, 

by drawing on less than 50 per cent of the equity of their owner-occupied 

property. 

The analysis in this thesis showed that home equity of baby boomers could be 

withdrawn by retirees to relieve financial stress and poverty in later retirement; 

and that select new financial strategies or investment vehicles would be needed 

to accommodate the changing needs of retirees, on a generational basis.  

The PhD study has achieved four main outcomes. Overall, the thesis: (1) extends 

the literature on retirement income policy and home equity withdrawal in 

Australia; (2) illustrates the current and potential role of housing equity in portfolio 

composition; (3) proposes a framework for a new, securitised home equity 

withdrawal product to supplement retiree income for baby boomers; and; (4) 

contributes to a case for scaled financial advice for retirees for retirement income 

planning. 

The literature on home equity and retirement income in Australia, has shown that 

home ownership status is extremely important in terms of financial prospects in 

retirement not only in terms of security and savings in housing costs, but also as 

a direct store of wealth for decumulation. However, the literature to date has also 

not compiled a coherent view on a retiree income solution from the range of 

stakeholder perspectives, that is stakeholders from the housing sector, retiree 

sector, aged care sector, finance sector and government sector. This thesis has 

filled that gap. 
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This thesis has examined the financial position of current retirees, to provide an 

overview of overall net wealth at retirement, including a comparison between 

homeowners and non-homeowners. In addition, the results have detailed the 

proportion of the retired household’s portfolio that is in housing equity and other 

asset classes, the income of retirees and financial stress in retirement. This data 

has established that not only is there evidence that retirees hold substantial 

assets in housing, but also that both homeowners and non-homeowners could 

have an improvement in lifestyle if some home equity of asset-rich retirees was 

withdrawn to supplement their retirement income. However, this thesis has also 

detailed evidence that retirees have not utilised current home equity withdrawal 

products to the extent expected, which may be due to the current product 

parameters not being sufficiently suited to the needs and expectations of retirees. 

New product offerings may better fit the needs and risk profiles of Australian 

retirees by being government-backed, which would help support new retirement 

income channels through home equity release. In addition, this thesis has found 

that the other preferences of retirees for home equity release could be better met 

with products that have competitive interest rates, stronger communication and 

integrated support and a potential product, Home Equity Accounts, has been 

outlined in Chapter 7. 

This thesis has met its goal of illustrating the current and potential role of housing 

equity in Australian retirement portfolio composition and has built a strong case 

for new financial product development for Australian retiree income 

supplementation.  

Recent policy reports have not gone far enough to push the market for home 

equity release but there is more scope to establish a targeted transition plan 

toward increased use of home equity for retirement income. 

In addition, the theoretical underpinnings of portfolio selection and life cycle 

finance may benefit from extension to better incorporate the characteristics of 

home purchase and a more cyclical approach to decumulation in retirement to 

accommodate new thinking regarding ageing and retirement; and new thinking 

about personal (and community) responsibility for wealth over the life cycle. The 

next section will discuss the limitations of the thesis. 
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9.5 Limitations of the thesis 

One of the main limitations of this thesis is the reliance on selecting the right 

assumptions and parameters to model in the reverse mortgage calculator that 

calculated the terminal LVRs which were then bootstrapped. To account for this 

limitation, conservative assumptions were made on each factor. For example, 

home value growth was 3.5 per cent per annum, inflation was 2.5 per cent per 

annum adjusted six-monthly and a range of interest rates from 4 per cent, 5.25 

per cent and 6.25 per cent were modelled to account for interest rate fluctuation. 

Nevertheless, a higher interest rate represents a higher cost of borrowing for 

those drawing down on home equity, and therefore a lower balance of home 

equity at the end of the term of drawdown. This is reflected in the analysis, which 

shows that an interest rate of 6.25 per cent per annum would lead to a higher 

loan to value ratio (LVR). Conversely, subsidising a lower interest rate (4 per 

cent or 5.25 per cent per annum) results in lower LVRs. 

Market shocks in house prices would also have an impact on the results of the 

modelling. However, as outlined in Chapter 7, the reverse mortgage modelling 

was also conducted with long-term home value decline and on the whole was 

still robust. Nevertheless, this thesis has shown the interconnectedness of 

housing to many economic and social factors which tempers the certainty with 

which any model can predict future events. Further modelling to test for ‘worse 

or worst’ case scenarios could be an area of further research.  

The scope of the research questions was also limited in terms of the focus on 

housing; whereas, the literature review has highlighted the impact of health in 

ageing, medical expenses and other factors that have a substantial impact on 

retirement consumption, but have not be detailed in this thesis. In addition, 

changing household composition is likely to have increasing impact on housing 

and retirement choices. These limitations are considered as areas for further 

research. 

9.6 Further research 

The analysis of literature and data, and subsequent discussion in this thesis has 

identified a range of gaps in the literature and research related to home equity 
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withdrawal in Australia, including in relation to supplementation of retiree income. 

In terms of the main identified further research, this thesis concludes research on 

appropriate mechanisms for home equity withdrawal in the context of a more 

holistic retirement income system is urgently in need of testing and consultation 

with stakeholders across generations. This thesis has shown that recent policy 

reports have not gone far enough to push the market for home equity release. 

There is more scope to establish a targeted transition plan toward increased use 

of home equity for retirement income in Australia. In addition, modelling of 

retirement nest eggs (including home equity) using the stochastic present value 

method has been identified as an area of further research as well as consultation 

with key stakeholders including baby boomers on the applied solutions modelled 

in this thesis. 

Longevity risk is also a critical factor motivating the search for better retirement 

planning, including to ensure the Age Pension provision is more sustainable in 

the context of longevity risk. Modelling retirement income options with a more 

nuanced consideration of longevity risk for example, but taking into account, 

‘disability-affected longevity’ is also proposed as an area for further research. 

In terms of theory, follow up study on the application of the life cycle theory of 

consumption in a context of home equity withdrawal in retirement would be useful 

if a suitable mechanism for home equity withdrawal were to eventuate. In 

addition, the impact of home equity decumulation on consumption would be an 

important area of research, as well as the impact of increased financial capacity 

or support from financial planners in retirement income planning. 

Overall, however, the most compelling area for further research from the 

conclusions of this thesis is for consultation with key stakeholders including baby 

boomers on the applied solutions modelled in this thesis. This is to maximise the 

potential for self-determination of the 5.5 million baby boomers who need to be 

urgently and directly drawn into the conversation on the funding of their 

retirement. 
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9.7 Concluding remarks 

The three million current retirees and five and a half million baby boomers need 

to be drawn into the conversation on the future of retirement income planning and 

the emerging place of home equity withdrawal in retirement when testing portfolio 

scenarios for retirees. With the right, well-priced product, these new scenarios 

could be the light at the end of the tunnel for some retirees.  

In addition to the right product development, there needs to be recognition of the 

will to stay in place for current retirees and a need to deeply trust any new product 

that is offered regarding their housing equity. Ideally, any new product would need 

to be supported by trusted financial advice. In the context of potential new 

financial products that draw on housing equity and match the risk profile and 

needs of Australian retirees, the potential positive impact of quality financial 

planning, even small-scale advice, could be a game changer for retirees and 

financial planners.  

The results of this thesis have important implications for social policy and financial 

products designed to increase the financial wellbeing of retirees. Over the next 

15 to 20 years, a ‘home equity account’ system could potentially save hundreds 

of billions in age pension payments and still leave considerable home equity for 

baby boomer retirees to bequest from the approximate $2.48 trillion home equity 

in 2033. In addition, this thesis commented on the theoretical base for asset 

holdings and decumulation over the life cycle and identified the theories in need 

of extension to reflect a new paradigm of ageing, work, and retirement, which will 

be an area of further research. 

This thesis suggests a safer, supported mechanism that enables retirees to 

relieve financial stress and meet their health and aged care needs by efficiently 

and safely decumulating their housing equity for increased cash flow. 

In the context of new financial products that draw on housing equity and match 

the risk profile and needs of Australian retirees, the potential positive impact could 

completely change the financial stability of baby boomer retirees and generations 

to follow. 
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Appendix 1: Additional data on HILDA respondents who sought 

financial advice by age, gender, economic resources, gross 

income and source of advice 

Table 46: Of all respondents Wave 11 HILDA, those who have sought 

financial advice, by age 

 

Yes No
Left this to 

my partner

44 9 33 3 45

45 53 142 13 208

46 52 138 10 200

47 63 140 21 224

48 68 135 16 219

49 71 151 30 252

50 52 136 9 197

51 70 114 16 200

52 66 120 14 200

53 67 110 11 188

54 88 91 16 195

55 62 91 7 160

56 69 76 11 156

57 69 80 10 159

58 61 66 11 138

59 55 51 7 113

60 53 44 8 105

61 53 53 9 115

62 41 47 7 95

63 40 36 6 82

64 36 27 2 65

65 20 30 1 51

66 30 15 1 46

67 14 11 2 27

68 10 8 0 18

69 7 11 1 19

70 9 5 1 15

71 7 3 0 10

72 2 0 0 2

73 2 5 0 7

74 3 2 2 7

75 1 1 0 2

76 0 5 0 5

77 2 4 2 8

78 0 1 0 1

80 0 0 1 1

81 1 0 0 1

82 0 3 0 3

85 0 1 0 1

86 0 1 0 1

1306 1987 248 3541Total

DV: Age last birthday at June 30 2011 [weighted topcode] * L33 Have you sought any advice & 

information to help plan for your retirement Crosstabulation

L33 Have you sought any advice & information to 

help plan for your retirement

Total

DV: Age last birthday 

at June 30 2011 

[weighted topcode]

No filters wave 11
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Tables 47 to 56 are provided for further reference for future financial planning-related research 

as part of the operationalising of home equity drawdown mechanisms and engagement with 

baby boomers and current retirees. 

 

Table 47: Of all respondents Wave 11 HILDA, those who have sought 

financial advice, by gender 

 

 

Table 48: Of all respondents Wave 11 HILDA, those who have sought 

financial advice, by decile of index of economic resources 

 

 
  

Yes No
Left this to 

my partner

Male 711 1013 52 1776

Female 595 974 196 1765

1306 1987 248 3541Total

HF5 Sex * L33 Have you sought any advice & information to help plan for your retirement 

Crosstabulation

L33 Have you sought any advice & information to 

help plan for your retirement

Total

HF5 Sex

No filters, wave 11

Yes No
Left this to 

my partner

Lowest decile 77 215 14 306

2nd decile 103 241 23 367

3rd decile 120 229 15 364

4th decile 96 212 21 329

5th decile 126 231 18 375

6th decile 146 157 26 329

7th decile 126 212 31 369

8th decile 141 155 36 332

9th decile 186 153 28 367

Highest decile 184 182 36 402

1305 1987 248 3540Total

DV: SEIFA 2001 Decile of Index of economic resources * L33 Have you sought any advice & 

information to help plan for your retirement Crosstabulation

L33 Have you sought any advice & information to 

help plan for your retirement

Total

DV: SEIFA 2001 

Decile of Index of 

economic resources

No filters, wave 11
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Table 49: Of all respondents Wave 11 HILDA, those who have sought 

financial advice, by gross income band 

 

 

Table 50: Wave 11 HILDA, All households, for those aged 65 and over by 

gross income band and whether they have sought financial advice 

 
  

Yes No
Left this to 

my partner

Negative or 

Zero income
2 1 0 3

$1 - $9,999 4 15 0 19

$10,000 - 14 74 1 89

$20,000 - 32 89 1 122

$30,000 - 50 159 8 217

$40,000 - 64 150 13 227

$50,000 - 70 143 11 224

$60,000 - 126 259 20 405

$80,000 - 163 268 33 464

$100,000 - 176 282 48 506

$125,000 - 170 185 23 378

$150,000 - 223 182 40 445

$200,000 or 182 125 48 355

1276 1932 246 3454Total

R26 Gross income band of household for last financial year * L33 Have you sought any advice 

& information to help plan for your retirement Crosstabulation

L33 Have you sought any advice & information to 

help plan for your retirement

Total

R26 Gross income 

band of household for 

last financial year

Yes No
Left this to 

my partner

$1 - $9,999 1 1 0 2

$10,000 - 3 4 1 8

$20,000 - 4 11 0 15

$30,000 - 12 16 2 30

$40,000 - 13 12 1 26

$50,000 - 13 8 1 22

$60,000 - 12 11 2 25

$80,000 - 10 16 0 26

$100,000 - 15 9 0 24

$125,000 - 7 2 0 9

$150,000 - 4 0 3 7

$200,000 or 7 10 1 18

101 100 11 212Total

R26 Gross income band of household for last financial year * L33 Have you sought any advice 

& information to help plan for your retirement Crosstabulation

L33 Have you sought any advice & information to 

help plan for your retirement

Total

R26 Gross income 

band of household for 

last financial year

Filter on - aged 65 and over
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Table 51: Wave 11 HILDA, Homeowner households over 65 by gross income 

band and whether they have sought financial advice 

 

 

Table 52: Wave 11 HILDA, Non- Homeowner households over 65 by gross 

income band and whether they have sought financial advice 

 

 

 

Yes No
Left this to 

my partner

$1 - $9,999 1 1 0 2

$10,000 - $19,999 2 2 1 5

$20,000 - $29,999 4 9 0 13

$30,000 - $39,999 12 15 2 29

$40,000 - $49,999 13 10 1 24

$50,000 - $59,999 13 7 1 21

$60,000 - $79,999 9 7 2 18

$80,000 - $99,999 8 16 0 24

$100,000 - $124,999 13 7 0 20

$125,000 - $149,999 6 2 0 8

$150,000 - $199,999 4 0 3 7

$200,000 or more 7 8 0 15

92 84 10 186Total

R26 Gross income band of household for last financial year * L33 Have you sought any 

advice & information to help plan for your retirement Crosstabulation

Filter of homeowners aged 65 and over

L33 Have you sought any advice & 

information to help plan for your 

retirement
Total

R26 Gross income band of 

household for last financial 

year

Yes No

$10,000 - $19,999 0 2 2

$20,000 - $29,999 0 2 2

$30,000 - $39,999 0 1 1

$40,000 - $49,999 0 2 2

$50,000 - $59,999 0 1 1

$60,000 - $79,999 2 3 5

$80,000 - $99,999 2 0 2

$100,000 - $124,999 2 2 4

$125,000 - $149,999 1 0 1

$200,000 or more 0 1 1

7 14 21Total

R26 Gross income band of household for last financial year * L33 Have you sought 

any advice & information to help plan for your retirement Crosstabulation

Filter applied 65 and over non-homeowners (renters)

L33 Have you sought any 

advice & information to help 

plan for your retirement
Total

R26 Gross income band of 

household for last financial 

year
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Table 53: Of those aged 65 and over, HILDA Wave 11, gross income band 

by advice from specialist financial advisor: 

 

 

Table 54: Of those aged 65 and over, HILDA Wave 11, gross income band 

by advice from superannuation fund: 

 

 
  

No Yes

$1 - $9,999 0 1 1

$10,000 - $19,999 1 2 3

$20,000 - $29,999 1 3 4

$30,000 - $39,999 1 11 12

$40,000 - $49,999 2 11 13

$50,000 - $59,999 3 10 13

$60,000 - $79,999 5 7 12

$80,000 - $99,999 2 8 10

$100,000 - $124,999 3 12 15

$125,000 - $149,999 2 5 7

$150,000 - $199,999 0 4 4

$200,000 or more 0 7 7

20 81 101Total

R26 Gross income band of household for last financial year * L34 Where did you go 

for this advice & information - Specialist financial advisor Crosstabulation

L34 Where did you go for 

this advice & information - 

Specialist financial 

advisor

Total

R26 Gross income band of 

household for last financial 

year

Filter of 65 and over, wave 11 HILDA

No Yes

$1 - $9,999 1 0 1

$10,000 - $19,999 3 0 3

$20,000 - $29,999 4 0 4

$30,000 - $39,999 12 0 12

$40,000 - $49,999 10 3 13

$50,000 - $59,999 11 2 13

$60,000 - $79,999 7 5 12

$80,000 - $99,999 9 1 10

$100,000 - $124,999 12 3 15

$125,000 - $149,999 6 1 7

$150,000 - $199,999 2 2 4

$200,000 or more 6 1 7

83 18 101

R26 Gross income band of 

household for last financial 

year

Total

R26 Gross income band of household for last financial year * L34 Where did you go 

for this advice & information - Superannuation fund Crosstabulation

L34 Where did you go for 

this advice & information - 

Superannuation fund

Total
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Table 55: Of those aged 65 and over, HILDA Wave 11, gross income band 

by advice from family members: 

 

 

Table 56: Of those aged 65 and over, HILDA Wave 11, gross income band 

by advice from friends: 

 

 

 

No Yes

$1 - $9,999 1 0 1

$10,000 - $19,999 3 0 3

$20,000 - $29,999 4 0 4

$30,000 - $39,999 12 0 12

$40,000 - $49,999 12 1 13

$50,000 - $59,999 13 0 13

$60,000 - $79,999 12 0 12

$80,000 - $99,999 8 2 10

$100,000 - $124,999 13 2 15

$125,000 - $149,999 7 0 7

$150,000 - $199,999 4 0 4

$200,000 or more 6 1 7

95 6 101

R26 Gross income band of 

household for last financial 

year

Total

R26 Gross income band of household for last financial year * L34 Where did you go 

for this advice & information - Family members Crosstabulation

L34 Where did you go for 

this advice & information - 

Family members
Total

No Yes

$1 - $9,999 1 0 1

$10,000 - $19,999 3 0 3

$20,000 - $29,999 4 0 4

$30,000 - $39,999 11 1 12

$40,000 - $49,999 11 2 13

$50,000 - $59,999 13 0 13

$60,000 - $79,999 9 3 12

$80,000 - $99,999 8 2 10

$100,000 - $124,999 14 1 15

$125,000 - $149,999 5 2 7

$150,000 - $199,999 1 3 4

$200,000 or more 7 0 7

87 14 101

R26 Gross income band of 

household for last financial 

year

Total

R26 Gross income band of household for last financial year * L34 Where did you go 

for this advice & information - Friends Crosstabulation

L34 Where did you go for 

this advice & information - 

Friends
Total
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Appendix 2: Reverse mortgage modelling results 

Table 57: Current retirees reverse mortgage modelling results 

    Current retirees (aged 65 and over) 

    

Married/defacto 
(n= 1616) 

Starting home 
value* 

LVR after 
25 years 

Payment 
drawdown 
per month 

from Start to 
End 

Remaining 
home equity 
and end of 

Year 25 

Single 
(n= 898) 
Starting 
home 
value* 

LVR 
after 25 
years 

Payment 
drawdown per 

month from 
Start to End 

Remaining 
home equity 
and end of 

Year 25 

50th 
percentile 

4% $497,866 14.91% $200-$404 $1,012,969 $399,798 18.57% $200-$404 $778,015 

5.25% $497,866 18.08%   $975,142 $399,798 22.53%   $740,188 

6.25% $497,866 21.24%   $937,556 $399,798 26.46%   $702,603 

                    

Mean 4% $625,537 11.86% $200-$404 $1,318,846 $523,457 14.18% $200-$404 $1,074,280 

  5.25% $625,537 14.39%   $1,281,019 $523,457 17.20%   $1,036,453 

  6.25% $625,537 16.90%   $1,243,433 $523,457 20.20%   $998,868 

                    

10th 
percentile 

4% $276,404 26.89% $200-$404 $482,385 $210,909 35.28% $200-$404 $325,471 

  5.25% $276,404 32.62%   $444,558 $210,909 42.80%   $287,644 

  6.25% $276,404 38.32%   $406,973 $210,909 50.28%   $250,058 

                    

20th 
percentile 

4% $336,363 22.08% $200-$404 $626,036 $275,000 27.03% $200-$404 $479,021 

  5.25% $336,363 26.79%   $588,209 $275,000 32.79%   $441,194 

  6.25% $336,363 31.47%   $550,624 $275,000 38.52%   $403,609 
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 Table 
cont.. 

  

Married/defacto 
(n= 1616) 

Starting home 
value* 

LVR after 
25 years 

Payment 
drawdown 
per month 

from Start to 
End 

Remaining 
home equity 
and end of 

Year 25 

Single 
(n= 898) 
Starting 
home 
value* 

LVR 
after 25 
years 

Payment 
drawdown per 

month from 
Start to End 

Remaining 
home equity 
and end of 

Year 25 

30th 
percentile 

4% $388,125 19.13% $200-$404 $750,049 $313,582 23.69% $200-$404 $571,457 

  5.25% $388,125 23.21%   $712,222 $313,582 28.74%   $533,630 

  6.25% $388,125 27.26%   $674,636 $313,582 33.76%   $496,045 

                    

40th 
percentile 

4% $446,666 16.62% $200-$404 $890,303 $354,000 20.98% $200-$404 $668,291 

  5.25% $446,666 20.16%   $852,475 $354,000 25.45%   $630,464 

  6.25% $446,666 23.68%   $814,890 $354,000 29.90%   $592,879 

                    

60th 
percentile 

4% $599,349 12.38% $200-$404 $1,256,104 $490,408 15.13% $200-$404 $995,101 

  5.25% $599,349 15.02%   $1,218,277 $490,408 18.36%   $957,274 

  6.25% $599,349 17.64%   $1,180,691 $490,408 21.56%   $919,688 

                    

70th 
percentile 

4% $685,263 10.82% $200-$404 $1,461,939 $590,000 20.64% $383-$728 $1,119,926 

  5.25% $685,263 13.13%   $1,424,111 $590,000 24.75%   $1,061,944 

  6.25% $685,263 15.42%   $1,386,526 $590,000 28.79%   $1,004,906 

                    

80th 
percentile 

4% $798,530 11.60% $271-$529 $1,689,162 $686,450 27.61% $644-$1,190 $1,188,728 

  5.25% $798,530 13.99%   $1,643,515 $686,450 32.90%   $1,101,999 

  6.25% $798,530 16.35%   $1,598,383 $686,450 38.06%   $1,017,218 
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 Table 
cont.. 

  

Married/defacto 
(n= 1616) 

Starting home 
value* 

LVR after 
25 years 

Payment 
drawdown 
per month 

from Start to 
End 

Remaining 
home equity 
and end of 

Year 25 

Single 
(n= 898) 
Starting 
home 
value* 

LVR 
after 25 
years 

Payment 
drawdown per 

month from 
Start to End 

Remaining 
home equity 
and end of 

Year 25 

90th 
percentile 

4% $999,928 23.42% $816-$1,494 $1,832,825 $910,831 38.12% $1,251-$2,265 $1,348,905 

  5.25% $999,928 27.83%   $1,727,153 $910,831 45.16%   $1,195,323 

  6.25% $999,928 32.14%   $1,624,089 $910,831 52.01%   $1,046,020 

                    

RAND 
between 
25th and 

75th 
percentiles 

4% $408,329 18.18% $200-$404 $798,454 $431,677 17.20% $200-$404 $854,392 

  5.25% $408,329 22.06%   $760,627 $431,677 20.86%   $816,565 

  6.25% $408,329 25.91%   $723,041 $431,677 24.50%   $778,979 

                    

*Starting home values in this table are prior to $1000 lump sum withdrawal at commencement of the reverse mortgage model 
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Table 58: Baby boomer reverse mortgage modelling results 

    Baby boomers  

   

Married/defacto 
(n=2961) 

Starting home 
value* 

LVR after 
25 years 

Payment 
drawdown 
per month 

from Start to 
End 

Remaining 
home equity 
and end of 

Year 25 

Single 
(n=1107) 
Starting 
home 
value* 

LVR 
after 25 
years 

Payment 
drawdown per 

month from 
Start to End 

Remaining 
home equity 
and end of 

Year 25 

50th percentile 

4% $570,000 13.02% $200-$404 $1,185,789 $444,800 16.69% $200-$404 $885,832.00 

5.25% $570,000 15.79%   $1,147,962 $444,800 20.25%   $848,005.00 

6.25% $570,000 18.55%   $1,110,376 $444,800 23.78%   $810,420.00 

                    

Mean 4% $686,525 10.80% $200-$404 $1,464,962 $557,999 13.30% $200-$404 $1,157,037.00 

  5.25% $686,525 13.11%   $1,427,135 $557,999 16.13%   $1,119,210.00 

  6.25% $686,525 15.39%   $1,389,550 $557,999 18.95%   $1,081,624.00 

                    

10th percentile 4% $299,986 24.77% $200-$404 $538,883 $236,500 31.45% $200-$404 $386,782.00 

  5.25% $299,986 30.50%   $501,056 $236,500 38.15%   $348,955.00 

  6.25% $299,986 35.30%   $463,471 $236,500 44.81%   $311,370.00 

                    

20th percentile 4% $374,000 19.86% $200-$404 $716,208 $298,968 24.85% $200-$404 $536,444.00 

  5.25% $374,000 24.09%   $678,381 $298,968 30.15%   $498,617.00 

  6.25% $374,000 28.29%   $640,795 $298,968 35.42%   $461,032.00 

                    

30th percentile 4% $445,833 16.65% $200-$404 $888,307 $349,822 21.23% $200-$404 $658,282.00 

  5.25% $445,833 20.20%   $850,480 $349,822 25.76%   $620,455.00 

  6.25% $445,833 23.72%   $812,894 $349,822 30.26%   $582,869.00 



296 

 

 Table cont.   

Married/defacto 
(n=2961) 

Starting home 
value* 

LVR after 
25 years 

Payment 
drawdown 
per month 

from Start to 
End 

Remaining 
home equity 
and end of 

Year 25 

Single 
(n=1107) 
Starting 
home 
value* 

LVR 
after 25 
years 

Payment 
drawdown per 

month from 
Start to End 

Remaining 
home equity 
and end of 

Year 25 

40th percentile 4% $496,694 14.94% $200-$404 $1,010,161 $386,818 19.20% $200-$404 $746,917.00 

  5.25% $496,694 18.13%   $972,334 $386,818 23.29%   $709,090.00 

  6.25% $496,694 21.29%   $934,748 $386,818 27.35%   $671,505.00 

                    

60th percentile 4% $649,915 11.41% $200-$404 $1,377,251 $500,000 14.84% $200-$404 $1,018,081.00 

  5.25% $649,915 13.85%   $1,339,424 $500,000 18.01%   $980,254.00 

  6.25% $649,915 16.26%   $1,301,839 $500,000 27.35%   $671,505.00 

                    

70th percentile 4% $765,000 10.44% $222-$442 $1,639,296 $594,795 21.04% $396-$751 $1,123,331.00 

  5.25% $765,000 12.64%   $1,599,046 $594,795 25.21%   $1,063,917.00 

  6.25% $765,000 14.82%   $1,559,122 $594,795 29.32%   $1,005,498.00 

                    

80th percentile 4% $894,482 17.79% $527-$983 $1,759,879 $740,000 30.71% $789-$1,447 $1,226,871.00 

  5.25% $894,482 21.24%   $1,686,037 $740,000 36.51%   $1,124,173.00 

  6.25% $894,482 24.62%   $1,613,693 $740,000 42.16%   $1,023,978.00 

                    

90th percentile 4% $1,152,221 29.61% 
$1,228-
$$2,224 

$1,941,533 $996,210 40.90% $1,483-$2,675 $1,409,213.00 

  5.25% $1,152,221 35.08%   $1,790,484 $996,210 48.41%   $1,230,079.00 

  6.25% $1,152,221 40.41%   $1,643,626 $996,210 55.71%   $1,056,115.00 
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Table cont.    

Married/defacto 
(n=2961) 

Starting home 
value* 

LVR after 
25 years 

Payment 
drawdown 
per month 

from Start to 
End 

Remaining 
home equity 
and end of 

Year 25 

Single 
(n=1107) 
Starting 
home 
value* 

LVR 
after 25 
years 

Payment 
drawdown per 

month from 
Start to End 

Remaining 
home equity 
and end of 

Year 25 

RAND between 
25th and 75th 

percentiles 
4% $725,279 10.23% $200-$404 $1,557,810 $511,952 15.36% $217-$434 $1,036,147.00 

  5.25% $725,279 12.41%   $1,519,983 $511,952 18.60%   $996,447.00 

  6.25% $725,279 14.57%   $1,482,397 $511,952 21.82%   $957,055.00 

                    

*Starting home values in this table are prior to $1000 lump sum withdrawal at commencement of the reverse mortgage model 
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Table 59: Descriptive statistics of sample of LVRs used in 

bootstrap modelling 

Sample LVRs used for bootstrapping (n=132) 

  
Mean 0.240322376 

Standard Error 0.008392963 

Median 0.2194 

Mode 0.172 

Standard Deviation 0.096427798 

Sample Variance 0.00929832 

Kurtosis 0.648392293 

Skewness 0.961146656 

Range 0.4548 

Minimum 0.1023 

Maximum 0.5571 

Sum 31.72255364 

Count 132 

Confidence Level(95.0%) 0.016603282 

 

 

 

 

 

Figure 8: Histogram of sample used in bootstrap modelling 
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