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MADE A RESOLUTION TO RETIRE?

The New Year is infamous for depleted bank balances and New Year’s resolutions. Enjoying a few weeks break from work could also mean many have made the decision to retire. If that’s the case, SEQUAL encourages a holistic view of retirement financial planning that includes factoring in the family home.

“Reverse mortgages, allow retirees to access the equity in the family home. This can mean the difference between a well-deserved, comfortable and financially secure retirement and just ‘making do’,” says Kieren Dell, executive director of SEQUAL® (Senior Australian Equity Release Association of Lenders).

SEQUAL is a not-for-profit member organisation that governs lenders of reverse mortgages and through the compliance of its members with a transparent code of conduct provides an important level of assurance to consumers considering reverse mortgage options.

Reverse mortgages can be used to supplement other income, or fund travel or home repairs. It is no longer guaranteed that those entering retirement will own their home outright, so a reverse mortgage can also be used to pay off the mortgage.

This is good news for over one third (36%)* of Australia’s Baby Boomers who in a recent survey said they would not be able to afford the retirement lifestyle they would like.

Once the decision to retire has been made, a financial plan can be formulated that incorporates superannuation, pension payments, investments and reverse mortgages.

“Traditionally, reverse mortgages have been viewed as a product of last resort taken out when retirees face serious financial need or lack other financial resources. But this need not be the case,” says Mr Dell.

“These days the family home provides a means to a lifestyle as well as a place to live, with many retirees borrowing only small amounts to fund road-based holidays and home renovations. 

“It’s not surprising grey nomads are driving an average annual growth rate of 14 per cent of caravan sales**,” he adds.

- MORE -

Reverse mortgages are generally restricted to people aged over 60 and allow them to borrow money against their home. Payments and interest is not due in full until they sell the home, die or, in some cases, permanently vacate the home.

But before getting carried away with planning long-haul European holidays or getting in the builders, SEQUAL is encouraging Baby Boomers wanting to retire to seek financial advice on their personal situation. SEQUAL also requires all borrowers to obtain independent legal advice.

“While the majority of the approximately 20,000 reverse mortgage borrowers in Australia are confident with their decision to use home ownership to fund their lifestyle, retirees always need to check the fine print,” Dell warns.
“By dealing with SEQUAL members, doing due diligence and seeking financial and legal advice, reverse mortgages can assist consumers to achieve their lifestyle aspirations in retirement,” says Dell.

SEQUAL membership covers more than 90 per cent of the reverse mortgage industry. SEQUAL members voluntarily agree to adhere to a strict Code of Conduct. Compliance with the Code includes ensuring clear disclosure of the product features, terms and conditions, and offering a no-negative equity guarantee.

SEQUAL has also developed a set of education standards to ensure consistency across mortgage brokers and financial advisers in their understanding of reverse mortgages and how they can benefit retirees.

If retirement is on the agenda in 2007, a broker or financial adviser that is a SEQUAL accredited Reverse Mortgage Consultant can help with the most appropriate retirement financial plan

“The education standards and SEQUAL accreditation ensures brokers and financial advisers can offer appropriate assistance. It’s critical that they understand the complexities of reverse mortgages and for which clients they are suitable”, concludes Dell.

SEQUAL’s members include Bluestone Equity Release, Commonwealth Bank, BankWest, St. George Bank, Australian Seniors Finance, Vision Equity Living, Macquarie, ABN AMRO, Over 50s Group, RESI Mortgage Corporation, ANZ Bank and Mariner Retirement. To join, all members confirmed their products comply with SEQUAL’s code of conduct.

For more information about SEQUAL, approved lenders, reverse mortgages or a copy of the Code, visit  www.sequal.com.au.

- ENDS -

BACKGROUND ON SEQUAL AND RETIREMENT STATISTICS ARE AVAILABLE
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Nicole Webb/Alicia Rich, IMPACT Communications Australia

Tel: 02 9519 5411
Mob: 0410 486 131
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Source: * The Lifestyle Aspirations Survey, Commonwealth Bank, March 2006.
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