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SEQUAL IMPROVES NO NEGATIVE EQUITY GUARANTEE FOR REVERSE 

MORTGAGES 
 
Senior Australian Equity Release Association of Lenders (SEQUAL) continues to 
oversee the fast growing reverse mortgage market and has made significant changes to 
its Code of Conduct to tighten conditions on no negative equity guarantees and provide 
even better protection to retirees. 
 
SEQUAL is a not-for-profit member organisation that oversees lenders of equity release 
loans. Commonly referred to as reverse mortgages, equity release loans allow seniors 
to borrow against the equity in their homes to support and self fund their retirement. 
SEQUAL members represent over 95% of reverse mortgage lending in Australia. 
 
The changes to the Code of Conduct come after extensive liaison with key consumer 
and regulatory groups including Uniform Consumer Credit Code (UCCC) regulators, 
ASIC and consumer watchdog, Choice.  
 
The Code of Conduct has been strengthened by clarifying the minimum standards for 
the application of the ‘No Negative Equity Guarantee’, improving the process for 
managing defaults under contracts, setting minimum default standards for loan 
calculator tools and clarifying the steps SEQUAL members must take to ensure 
borrowers seek appropriate legal advice.  
 
The ‘No Negative Equity Guarantee’ is a mandatory component of SEQUAL’s code of 
conduct. It guarantees that borrowers can never owe more than the value of their home.  
 
SEQUAL’s code of practice now contains minimum contract requirements to ensure that 
the No Negative Equity Guarantee stands in all cases, except when a borrower has 
been fraudulent or wilfully damaged the property or has tried to sell the home without the 
approval of the lender.  
 
The required contract changes must be made by all SEQUAL Members by 1 January 
2008 at the latest and will apply to all future loans from that point. Consumers should 
check that their lender complies with this new requirement if they are borrowing before 
 1 January. 
 
“Even if a re tiree defaults on their loan, the No Negative Equity Guarantee will still apply 
under these changes – that’s powerful protection for borrowers,” says SEQUAL 
Executive Director, Kieren Dell.  
 

 



The improved Code of Conduct also outlines appropriate processes for lenders to 
implement should the borrower default on the loan.  
 
“Again, these processes have been designed with the retiree in mind. Lenders must act 
in accordance with the Uniform Consumer Credit Code and make both written and 
personal contact before  taking any action to call in a loan,” says Dell.  
 
“The enhancements to the Code demonstrate SEQUAL’s further commitment and 
responsibility to offering consumer safeguards to retirees and strengthening the 
credibility of the reverse mortgage lending industry,” he says. 
 
SEQUAL worked with Choice after it conducted a reverse mortgage ‘shadow shop’ in 
2006.  
 
“The Shadow Shop showed that most lenders had procedures in place to avoid or 
resolve defaults, but Choice felt that these weren’t enough protection. SEQUAL 
developed these procedures to become mandated practices for its members to better 
protect retirees,” says Kieren Dell.  
 
Further changes to the Code include default settings for loan calculators that illustrate 
the potential effects of future house values, interest rates, and capitalisation of interest 
on a reverse mortgage. SEQUAL members will update calculators immediately. 
 
“SEQUAL requires its members to provide a tool to illustrate the long term financial 
impact of a reverse mortgage but these illustrations are only as good as the 
assumptions used in them,” says Dell.  
 
“Now all SEQUAL members will have standard and precise default settings to help 
ensure the accuracy of long term projections and allow retirees to better understand the 
likely outcomes of their decisions.” 
 
Ensuring borrowers receive appropriate legal advice is a crucial part of the SEQUAL 
Code of Conduct.  The new addition to the Code in this area clarifies the actions 
members must take to make sure retirees gain independent legal advice. 
 
“Reverse mortgages are a relatively young financial product being taken out increasingly 
by Australian seniors. The requirement for independent legal advice protects seniors 
and ensures the industry grows in an ethical and responsible manner.  
 
“With reverse mortgage lending almost doubling annually*, it is important that all lenders 
are bound by SEQUAL’s strict Code of Conduct,” says Dell.  
 
For more information about SEQUAL and reverse mortgages, or to see the Code of 
Conduct, go to www.sequal.com.au 

ENDS 
*SEQUAL/Deloitte Trowbridge Report, see www.sequal.com.au 
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