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Equity Release Plans

• Purpose: convert housing wealth to retirement incomes

• Types:
• Reverse Mortgage (first transaction made in 1989 by The Department of 

Housing and Urban Development in US; products offered in many countries)
• Home Reversion (Homesafe Wealth Release by Homesafe Solutions Ltd in 

Australia since 2005; Home reversion plans by Bridgewater and Crown in the 
UK)

• Lease Buyback (offered by Housing & Development Board (HDB) in Singapore 
since 2009)
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Hong Kong Reverse Mortgage 
Own a 

house = H65

Borrow a  
loan = L65

Stay in the house for 
life  and loan 

accumulates with 
interest and 

insurance charge

Death after T 
years

Sell the 
house

Bequest 
payable

Bequest = max{ H65+T – L65+T, 0}
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Australia Home Reversion

Own a 
house =H65

Sell 𝜙𝜙 of house 
and receive cash 
= ϴH65 (𝜙𝜙 > ϴ)

Stay in the 
house for 

life

Death after 
T years Sell the house bequest 

payable

Bequest = (1-𝜙𝜙 )H65+T
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Singapore Lease Buy-back Scheme (LBS)

Own a m-year 
lease HDB house 

= H65

Sell the tail-end 
(m-n)-year lease 

for L amount 

Stay in the 
house at most n

years

Death  after T 
years 

(where  T<n)
Bequest payable

Own a m-year 
lease HDB 

house = H65

Sell the tail-end 
(m-n)-year lease 

for L amount 

Stay in the 
house at most n

years

Move out the 
house n years 

later

No bequest and 
stay where?

Death after T 
years 

(where T>n)

Bequest = (H65 - L)×(n - T)/n
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Comparisons of products
Hong Kong 

Reverse Mortgage
Australia

Home Reversion
Singapore 

Lease Buy-back

Government offer Indirect No Direct

Right to stay in your house for life Yes Yes No

Benefit from house appreciation when it is sold Fully Partially No

Overall benefit risk Low High Low

Insurance costs on non-recourse loan Yes No No

Bequest amount Decreasing and high variation Fixed proportion Decreasing and low variation

Complexity High Medium Medium

Flexibility High High Low

Interest rate risk Yes No No

Payout dependent on home owner’s age Yes Yes No

6



Proposed Equity Release Scheme

Own a 
house =H65

Sell 𝜙𝜙 of house 
and receive cash 
= ϴH65 (𝜙𝜙 > ϴ)

Stay in the house 
at least n years 

or for life

Death after T
years where 

(T<n)

Family stays 
in the house 

Sell the house 
at time 65+n

bequest 
payable

Own a house 
=H65

Sell 𝜙𝜙 of house 
and receive cash 
= ϴH65 (𝜙𝜙 > ϴ)

Stay in the house at 
least n years or for 

life

Death after T
years where 

(T>n)
Sell the house bequest 

payable

Bequest = (1 - 𝜙𝜙)H65+T

Bequest = (1 - 𝜙𝜙)H65+n
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Pricing of LBS

Cash paid 
to owner

Cost of staying 
for n years

House 
Value 
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Some calculations for LBS illustration
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New Hybrid Equity Release Product

House 
Value sold

Cash paid 
to owner Cost of staying 

for n years
Deferred n years right of 
staying for life
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Illustrative examples of new product Based on Singapore 
2016 Life Tables with 
maximum attainable 
age of 100
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Analysis of New Plan: Upfront ratio 
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Analysis of New Plan: Standard deviation of loss 
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Comparisons of all products
Hong Kong 

Reverse 
Mortgage

Australia
Home Reversion

Singapore 
Lease Buy-back

Hybrid Equity 
Release Plan

Government offer Indirect No Direct Direct

Right to stay in your house for life Yes Yes No Yes

Benefit from house appreciation when it 
is sold

Fully Partially No Partially

Overall benefit risk Low High Low Low to medium

Insurance costs on non-recourse loan Yes No No No

Bequest amount Decreasing and 
high variation

Fixed proportion Decreasing and low 
variation

Fixed proportion

Complexity High Medium Medium Medium

Flexibility High High Low Very High

Interest rate risk Yes No No No

Payout dependent on home owner’s age Yes Yes No Yes
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The End
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