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the growing relevance of equity release

The convergence of certain demographic, socio-economic and political trends in both Britain and new Zealand calls for a serious look at the concept of equity release. These trends are well-known and need little reiteration, but together they have serious implications for the well-being and living standards of older people. They can be summarised as follow;

ageing of the population;

the concentration of housing wealth in the older age groups;

low incomes among older people, making them "asset rich and income poor";

a government policy stance aimed at reducing state support and encouraging self-reliance.

Ageing has far-reaching implications for social policy. Growth in the demand for services required by older people and in the cost of pensions is a long-term concern for governments, one which must be worked through well in advance if adverse implications are to be avoided.

Secondly, mortgage-free home ownership increases with age in both countries. In New Zealand, more than three-quarters of older people live in mortgage-free private dwellings (Statistics New Zealand 1995:55). The comparable British figure is 50%, but has increased considerably over the last 20 years. Housing wealth is the only large-scale capital which most people have been able to accumulate over a lifetime. Home equity is a large component of estates in the middle range (Payne 1990, Hamnett et al.1991).

Despite this, older households tend to have lower incomes than those for all households. Forty-six percent of households headed by retired people fall into the lowest quintile of national income distribution in Britain (Bull and Poole 1989, Groves 1995). The figures for New Zealand are 40% of individuals in the age group 60 to 74 years and 56% of those aged 75 and over (Davey 1993: Appendix 7).

Putting home ownership and income rends together leads to the typifying of many older homeowners as "house rich, income poor". They may be living on low incomes which they have little opportunity of supplementing once they leave paid work. But at the same time they have considerable financial assets tied up in their houses.

The provision of income maintenance and other services for older people has been seen as an essential function of the modern welfare state. Recently, fiscal stringency and population ageing have led to cutting back on state responsibility and the encouragement of private arrangements in both countries. However, the success of such policies will depend on public attitudes and behaviour.

the potential uses of home equity

This situation has implications both for individuals and for government. From the individual's point of view, there are several options for the disposition of housing wealth (Davey 1995). Traditionally, it has been preserved for transference through the generations by inheritance. Home equity also can be used (for example as security for a loan) when a special need becomes apparent, such as a medical emergency or financial difficulties.

If people wish to mobilise home equity, they must decide whether they wish to remain in their home. If they move, part of the capital can be released by "trading down" to a smaller house or pensioner flat. A change to renting or boarding will make all of the home equity available for use or re-investment.

However, older people in general express a strong desire to remain in their present home (Tinker 1995). This points to the possibility of mobilising their housing wealth through some form of equity release scheme. Personal and family circumstances and attitudes influence which of these options is taken up.

From government's perspective home equity may be seen as a resource to be called upon to reduce public expenditure, especially where welfare provisions are seen as unsustainable in an ageing society. As Leather says, given this policy environment "pressures to take account of the housing equity of elderly owner occupiers may well be irresistible to government". (Leather 1990:12).

Already home equity is among the personal assets being called upon to pay for long-term residential care in Britain and in New Zealand. The question of whether home equity should be used to pay for care in the community (for services ranging from Meals on Wheels to intensive home nursing) has been raised in Britain (Gibbs and Oldman 1993). This fits with other policy measures to promote self-reliance, such as encouraging uptake of private pensions and insurance for care costs.

Thus, the potential for mobilising housing wealth depends upon attitudes on the part of individuals, families and society as a whole. Government action will provide incentives and/or disincentives depending upon what mix of policy objectives is pursued. Given a demand, the finance industry is likely to respond and produce vehicles to facilitate equity release.

This paper compares the characteristics and attitudes of older people who have taken up equity release schemes in Britain and in New Zealand. First, there is a short description of the schemes available in the two countries. The conclusion to the paper comments on prospects for the expansion of such schemes.

equity release schemes in britain and new zealand

Equity release schemes are not new and not confined to Britain and New Zealand. A great variety of schemes are in operation in Europe, North America and Australia (Springer 1985, Leather 1990, Jacobs 1985, Wilson 1988, Carter 1985).

The schemes come in two main types – mortgage and annuity schemes, and home reversions. The former, sometimes called reverse annuity mortgages or home income plans, take the form of mortgages which are used to buy life-long annuities. Interest repayments may be made from the annuity, taking advantage of tax concessions, if applicable, and the remainder is paid to the planholder on a monthly basis. Alternatively the interest may be "rolled-up" and compounded, which means that the amount owing will increase rapidly in the longer term. Some mortgage/annuity schemes also provide small initial lump sum payments.

In reversion plans, houses are sold at a discounted rate to investors, either wholly or partially, but the resident retains occupancy rights for life. Reversions provide either an annuity, cash sum or mixed annuity/lump sum payments.

In Britain the most active equity release scheme providers at the moment are three insurance companies, one of which has been in the market since the 1960s. These offer mortgage and annuity and/or reversion schemes alongside their other business. With a property management company, which is a major handler of reversion schemes, these firms set up a self-regulation and promotion mechanism in 1991 – Safe Home Income Plans (SHIP).

Other provider firms have comparatively minor shares of the client population, which is currently estimated at about 10,000 (couples or single people). However, several new players are "testing the waters" in this market. Equity release scheme brokers play an important part in selling the schemes to prospective clients. The largest of these is Hinton and Wild (Home Plans) Ltd. which deals only with SHIP members
.

Equity release schemes are in their infancy in New Zealand. In late 1990, the Housing Corporation (HCNZ) initiated a pilot scheme for equity release – "Helping Hand Loans" (HHI). This provided lump sums or regular advances to people over 65, who owned their homes mortgage-free and whose other assets were modest. The scheme adopted the "rolled-up" approach, in which capital and interest accumulated without repayment until the property was sold or the borrower ceased to live there permanently. HHL guaranteed that customers would never be liable for a loan balance above 90 per cent of the property's value, that is the estate would receive a minimum of 10 per cent at the close of the agreement. The loans were payable only for housing-related costs
. However, the HHL pilot scheme was overtaken by changes in housing policy and was never extended.

Reverse mortgage products, also incorporating the rolled-up approach, with both annuities and lump sums, have been marketed through the Invincible Life Assurance Company in Wellington since 1992. The size of the monthly payments depends on the age of the annuitant (or the younger of a couple) on entry. Several products are offered, with different eligibility ages and conditions (Davey 1995). In common with the HHL scheme and other equity release initiatives, take-up of Invincible Life's products has been slow. Total client numbers were under 100 in late 1993
.

comparison of equity release clients in

britain and new zealand

Information on equity release clients is available from interview surveys carried out in Britain and New Zealand since 1991. (Davey 1996). The following section looks at the personal characteristics of the clients their attitudes and experiences with respect to home equity release. Comparisons are drawn in several ways – between the client groups in the two countries; between clients and matched groups of non-client home-owners; and between the client groups and the population from which they are drawn.

Personal Characteristics

Age

The age profile of clients is influenced firstly by eligibility criteria inherent in the schemes themselves and secondly by how long the schemes have been running. In Britain people cannot usually join the schemes until age 70, but the New Zealand Helping Hand Loans had an eligibility age of 65 and the Invincible Life schemes are accessible at age 60. These differences are based on financial considerations for the provider firms, who need to work out the longevity risk. The implications of early entry into a scheme for the consumers depends on its characteristics, for example if interest is rolled up and whether annuities are inflation-proofed.

The average age of clients in Britain in 1995 was 80, compared with 70 for New Zealand clients in 1993 (youngest partner of client couples). This difference can be partly explained by the higher eligibility age for UK clients (the average age of clients when the plan was taken out was 74 years), but is also partly due to the recency of the New Zealand schemes (clients had been in them for three years at the most). This latter factor explains why the New Zealand group has a similar age profile to the total population aged 60 and over, whereas in Britain the client group is older than the comparable base population (Table 1).

Table 1 Age Structure of Population Aged 60 and Over (New Zealand) and Aged 70 and Over (Britain) (1991 Census Figures) Compared to Equity Release Clients in the Two Countries

	
	NZ Population1
	NZ Clients2
	UK Population
	UK clients3

	Age Groups
	Per cent
	Per cent
	Per cent
	Per cent

	Under 70
	51
	51
	
	

	70-74
	19
	28
	35
	12

	75-79
	15
	11
	30
	33

	80 plus
	15
	10
	34
	55

	Total
	100
	100
	994
	100


1
In private dwellings

2
N = 30

3
N – 306, postal survey data

4
rounding error

Table 2 Household Composition of the Older Population, Compared to Equity Release Clients

	Group
	Single, per cent
	Couple, per cent

	NZ Population, 60 plus, 1991
	47
	53

	NZ Clients
	51
	49

	UK, Household heads 60/65 plus, 1991
	69
	31

	UK Clients
	69
	31


Household Composition

In both countries home equity release clients are typical of the total population in their age groups with respect to household composition (Table 2). In New Zealand they are fairly evenly balanced between single people and couples. In Britain there is a predominance of single (that is, mainly widowed) people, consistent with its generally older age structure. Few clients live in any other type of household, for example, with non-related friends or with an adult child. The schemes usually require that no one other than the joint clients is living in the household.

Family Circumstances

Just over half of the British planholders have children, as opposed to 77 percent of the New Zealand clients. It is not easy to establish how many people in the populations' older age groups share this characteristic. A British firm specialising in equity release products quotes a Mintel survey saying that 30 percent of older people have no immediate family. A study in Britain, quoted in an OECD comparative study, suggested that 70 percent of people aged 67-74 had children (Sundstrom 1994), and the average for 17 OECD countries (frequently based on limited local surveys) is 82 percent. It seems, therefore, that childless people are over-represented among British equity release clients, but this is not true for New Zealand. These figures are relevant in terms of attitudes towards inheritance, covered below.

Table 3 Equity Release Clients and Controls – Expectations of Physical and Financial Help from Children / Close Relatives

	"I can rely on financial help my children/relatives if I need it"

	UK
	Agree
	Neutral
	Disagree

	Clients
	38%
	3%
	59%

	Controls
	67%
	11%
	22%

	NZ
	
	
	

	Clients
	33%
	14%
	53%

	Controls
	50%
	10%
	40%

	"I can rely on physical help from my children/relatives, if I become dependent"

	UK
	Agree
	Neutral
	Disagree

	Clients
	41%
	12%
	47%

	Controls
	48%
	34%
	19%

	NZ
	
	
	

	Clients
	47%
	16%
	37%

	Controls
	63%
	17%
	20%


Levels of contact with children are high – four out of five clients in both countries saw their children frequently or fairly frequently. Most would like to provide an inheritance for their children. However, they are also keen to retain their independence and not to be a burden. The vast majority of British and New Zealand clients had discussed their participation in an equity release scheme with their offspring and had received an encouraging response.

In both countries, clients were less likely to agree that they could rely on their children or close relatives for financial and physical support than the control groups (Table 3). This may reflect a higher rate of childlessness in the British case. It may also show also a greater desire for independence. Nevertheless, the surveys show that equity release clients cannot be described as frail (only one client in New Zealand was receiving home nursing care). While suffering from a range of complaints typical in old age, in general they considered that their health was good.

Socio-Economic Level

The socio-economic levels of retired people can be measured by their previous occupation, but this is imprecise, especially where the population includes a large proportion of widows who have been involved in unpaid work all their lives. International comparisons of socio-economic levels are also fraught with difficulty. Bearing this in mind, however, it appears that equity release clients in both New Zealand and Britain are over-represented in the higher socio-economic groups, although they appear in all levels (Table 4). A comparison with two earlier British equity release client samples seems to confirm this conclusion (Fleiss 1985, Leather and Wheeler 1988). There is no comparable information on socio-economic levels for the total retired population in New Zealand. In Britain, professional and managerial occupations accounted for 33 percent of households with heads aged 65 or over at the time of the 1991 Census. The fact that home equity release scheme clients are mortgage-free home owners suggests that they will have higher socio-economic status than people in other types of housing tenure. Thus compared to the total population of older home owners, the clients' socio-economic profile may be typical.

Table 4 Socio-Economic Levels of Equity Release Client Groups

	SES level
	High
	Middle
	Low

	NZ clients*
	35%
	55%
	10%

	UK clients**
	39%
	39%
	22%


* measured, using the Elley-Irving Scale, on the basis of occupation before retirement, with a composite for couples, where both had been in paid work, and using late husband's occupation for widows who were never in paid work. High= Elley-Irvin levels 1 and 2; Middle= Elley-Irving levels 3 and 4; Low= Elley-Irving levels 5 and 6.

** applying a similar approach, using the British Standard Occupational Classification, 1990. High= Professional / Managerial; Middle= Middle non-manual; Low= Manual (including skilled manual).

Incomes

In order to make reasonable comparisons between the income levels of the two groups of clients, before the addition of income from equity release, three categories have been derived. In each case "low" incomes are roughly equal to the basic state pension in each country; middle incomes are up to twice the basic pension and high incomes are above this. By this reckoning, equity release clients in both countries are under-represented in the top income brackets for their age groups (Table 5). In New Zealand they are concentrated in the low income group, whereas in Britain over half are classified as middle income.

Table 5 Income Levels of Older People, Compared to Equity Release Clients

	Income Levels
	Low
	Middle
	High

	NZ Population*
	46%
	37%
	17%

	NZ Clients
	56%
	39%
	5%

	UK Population**
	
	
	

	 1) 65-74
	28%
	35%
	37%

	 2) 75+
	50%
	28%
	22%

	UK Clients
	22%
	59%
	19%


*
households with heads aged 60+, 1991 Census

**
1) heads of households aged 65-74


2) heads of households aged 75 plus

Over half of the New Zealand clients were dependent solely on state income support (before the addition of equity release income). Only three out of 30 had occupational pensions. In contrast, 70 percent of British clients had occupational pensions and none were dependent solely on the basic state pension.

British equity release annuities are concentrated in the £21-30 (NZ$50-70) a week range. Annuities received from Invincible Life average NZ$25-75 per week, usually somewhat lower than the British figures, but these are younger people on average. NZ$50 per week would add about 25 percent to the basic single pension in New Zealand. In Britain the sums received represented 20-30 percent of previous income on average, so that equity release funds represent additional income of about the same order in each country. It is quite clear from the surveys of clients in both countries that the desire for more income was the main motivation for entering equity release schemes. In Britain, this was the leading motivation for people in all three income groups.

Housing

In New Zealand, as shown above, levels of home ownership among all older people are very high. They are lower in Britain, under 60 percent, and so (as already noted with respect to socio-economic status and income) equity release clients in that country are less typical of the older population as a whole. However, the clients are typical of older home owners in both counties in being mortgage-free. Differences in housing arrangements between the British and new Zealand clients also reflect differences in the national housing stocks. Detached houses are the norm in New Zealand but not in Britain. Differences in building materials have some bearing on maintenance costs, but no information on this aspect is available from this research. Fifty-three per cent of New Zealand clients live in houses with three or more bedrooms as against 37% of the British clients. However, these figures are similar to those for total population in the two countries.

In both countries, clients live in houses of a range of types, sizes and values and generally their homes are in good condition. Firms providing equity release schemes have broad and fairly flexible criteria, but the lowest value and poorest quality homes are unlikely to be accepted.

New Zealanders overall tend to be more mobile than Britons and this is reflected in the lengths of time that equity release clients have been resident in their present house and localities – on average 12 years at the same address and 19 years in the same area. The corresponding figures for the British group are 24 years and 45 years.

Attitudes to and Experience of Equity Release

The above findings show that the client groups share many of the characteristics of older people, in particular older home owners, in Britain and in New Zealand. Their demographic and socio-economic characteristics throw little light on why they in particular have been willing to contemplate mobilising their home equity to provide income rather than preserving it for inheritance or for some possible contingency in the future. Attitudinal differences may therefore be important. These include how people see the wealth which they have tied up in their houses – whether it should be used or preserved – and hence their views on inheritance.

Inheritance

Who should decide what happens to the property and assets which people have accumulated through their lives, usually by hard work and painful saving? Most of the older home owners interviewed for this research considered that the individuals themselves should make the decision, although about one in three thought that families should have some say. Equity release clients, compared to the controls, tended to the former view. They were also almost unanimous in thinking that it was better to use their assets to help themselves rather than preserving them for bequest (Table 5A).

Table 5 Equity Release Clients and Controls – Attitudes towards Use of Home Equity

	A) "I think it is better to use my assets to help me in my old age than to leave them to other people"

	UK
	Agree
	Neutral
	Disagree

	Clients
	100%
	
	

	Controls
	67%
	33%
	

	NZ
	
	
	

	Clients
	97%
	3%
	

	Controls
	63%
	30%
	7%

	B) "My children/relatives are quite comfortable and do not need my money"

	UK
	Agree
	Neutral
	Disagree

	Clients
	76%
	3%
	21%

	Controls
	67%
	14%
	19%

	NZ
	
	
	

	Clients
	73%
	17%
	10%

	Controls
	50%
	33%
	17%

	C) "It is important to leave some of your assets to the next generation"

	UK
	Agree
	Neutral
	Disagree

	Clients
	44%
	18%
	38%

	Controls
	59%
	8%
	33%

	NZ
	
	
	

	Clients
	53%
	10%
	37%

	Controls
	70%
	10%
	20%


Attitudes towards inheritance may influence the acceptability of equity release. People who set great store on bequeathing may be reluctant to erode the assets they could pass on. Clients in both countries are more likely than the control groups to think that their children or relatives do not need to inherit, and put less emphasis on the importance of inheritance (Tables 5B and C).

Attitudes towards inheritance vary according to family circumstances. Of British planholders with children, over 80 percent consider inheritance to be of some importance or very important. But the corresponding figure for the childless is only 22 percent. This fits with the assumption that equity release will appeal to people without children who have no one to leave their property to. However, it remains that a majority of clients in both countries do have children and most put some priority on inheritance. Their motives for taking up an equity release plan must therefore be weighed against their desire to bequeath. But in the case of some equity release schemes, such as the British mortgage and annuity plans and partial reversions, the two aspirations are not incompatible. Not all the home equity is involved and a considerable portion will remain for bequest.

Independence

As already noted, clients in both countries place a strong emphasis on independence in old age, an aspiration which is widely shared by retired people. They frequently state that they "do not want to be a burden" on their children or near relatives. Using their home equity to produce income, while reducing what they have to bequeath, is seen as a way of retaining independence.

In summary, the clients of equity release schemes share many of the characteristics of their contemporaries, but differ in their attitudes towards the use of the wealth they have tied up in their homes. This may be related to their financial circumstances – having an income which is not adequate to support their desired lifestyle in retirement. If this is put alongside a view that home equity is a resource to be used, and the initiative to seek out a vehicle to do this, then receptivity towards equity release begins to be explicable.

Experience of Equity Release

The main reason for going into an equity release scheme is to acquire more income. This was clear from the New Zealand and British surveys and from earlier work on British planholders (Fleiss 1985, Leather and Wheeler 1988), and applied at all levels of income. All the British surveys of clients, and the comparable New Zealand material, indicate that the primary use for equity release income is everyday living expenses. The funds clearly supplement pensions and investment returns, adding 20-30% to other income, as indicated above. They are applied not to extravagant luxuries, but to making life comfortable and to affording items which most people would consider the essentials of normal life.

The research in both countries reveals very high levels of satisfaction on the party of equity release clients
. Most stated clearly that their participation in the schemes had brought about a significant improvement in their standard of living and in their peace of mind. To illustrate this satisfaction and confidence, two-thirds of the New Zealand clients and over three-quarters of those in Britain said they would recommend others follow their example, providing the scheme suited their circumstances and provided they had obtained good advice. However, some had not actually done this usually for reasons of confidentiality about their own actions. None said that they would dissuade others from entering an equity release scheme, although a few would not presume to give advice and others added caveats. At the same time the clients were realistic about what they had had to give up – about the reduction in capital and in bequeathable assets which equity release entails. Their comments show that they recognised the inherent trade-offs and constraints which arose from their actions.

constrainTs and prospects

Despite the optimistic views expressed by representatives of the firms who were interviewed in Britain and the evident satisfaction of survey respondents, there are still constraints on acceptance and growth of commercial equity release schemes, and risks which apply at both the supply and the demand ends. Barriers include the attitudes of potential clients – on inheritance, on retaining assets for emergencies (or to pay for long-term care
 Trade-offs and rationalisation may be necessary in these areas. Fear of indebtedness, misgivings about government policy directions, and to an even greater extent suspicion of the schemes themselves have emerged as constraints to take-up.

Evidence from the research reported above suggests that the wish to bequeath, although it is still strong among people with direct descendants, need not be inconsistent with equity release. Many people believe that their children are better-off than they are, and may indeed be middle-aged and well on the way towards their own retirement before they inherit. Most clients see equity release as a way of preserving their independence and avoiding being a burden on their children.

Taking on a new financial commitment in old age will be an obstacle for many, especially given the effort required to clear mortgage debt in the first place. Clearer understanding of how equity release works and wider discussion of the principle among older people's interest and support groups, such as Age Concern, may help put his apprehension in perspective.

A range of government policies in the areas of retirement income, medical services, housing and residential care, through to taxation, regulation and macro-economic policies affecting interest rates, will provide both incentives and disincentives for equity release. Suspicion of policy changes, in all these areas, is evident in discussions with older people in both Britain and New Zealand. Again, greater consultation and discussion is required. Partnerships between public and private sectors, such as occurred in Australia with equity conversion. (Advance Bank scheme, recently terminated) and which are currently being mooted in Britain for long-term care insurance (Secretary of State for Health 1996) may be a way for the future.

In Britain, the poor image of equity release schemes, after several financial disasters in the late 1980s, is probably the most important constraint on take-up. In New Zealand also, the confidence of older people has been shaken by defaults and dishonesty by financial and legal firms and by the collapse of investment companies. Older people are particularly wary, with good reason as their major assets may be put at risk. So are their advisers, who may also have vested interests in alternative options. The research in Britain shows some indication of renewed confidence among potential clients. Most importantly, it concludes quite clearly that several schemes have safely weathered the storms and are delivering greater financial security with high levels of client satisfaction.

Nevertheless, consumer protection is an essential consideration for home equity release schemes. This was stressed at the time of Age Concern consultations before the Helping Hands Loans scheme was launched (Age Concern 1990). In Britain, members of SHIP (see above) have some faith in self regulation
. Other protection is available through such measures as the Financial Services Act and the Policy Holders Protection Act. However, it is more difficult to control cash reversions. The undeveloped state of equity release in New Zealand means that similar measures are still to be worked through.

There are also risks for the providers of equity release schemes, as has been noted above. Clients may live longer than expected, property values may fall. Working with older potential clients, to establish a relationship of trust, is labour-intensive. All these affect profitability. In addition, such schemes involve the long-term commitment of capital at the same time as cash flow is required to meet regular payments to clients. These factors help to explain the reluctance of further New Zealand financial concerns to enter the market.

The prospects for commercial equity release schemes depend on metaphorical "sticks and carrots". Government policies which stress self-reliance and which reduced support for older people, in the form of cash benefits, subsidies and services, provide incentives to make use of capital tied up in homes. The desire for independence and to avoid burdening the next generation are incentives which are closer to home. Smaller families, residential mobility, reduced family cohesion (including marriage breakdown) and financial uncertainty (unemployment, redundancy, business failure) are all elements which suggest to older people that they must rely on their own resources.

The "carrots" are provided by conditions which facilitate equity release and inspire confidence in the concept. As already noted, the prospects in this area point to a more favourable outlook. "Safe" plans have begun to prove themselves in Britain. New providers are testing the waters. The policy environment suggests that self-reliance will continue to be an objective of central government and it may therefore consider some level of support for the equity release concept.

These considerations, coupled with the demographic and socio-economic trends outlined at the beginning of the paper, suggest that the prospects for commercial equity release schemes, both in Britain and in New Zealand are good. Considerable interest in them has been expressed through consultations held by Age Concern and the Task Force on Positive Ageing. This is not to say that they are a panacea for all the problems of old age in an ageing society. They will not suit every set of personal circumstances and aspirations. However, subject to adequate control and consumer protection, they do represent an option for older home-owners to supplement other sources of income, to support and maintain their standard of living, and to make their retirement more secure and enjoyable.
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� In Britain the term "equity release" is used to describe the process whereby capital tied up in mortgage-free homes is mobilised, usually in later life, to provide income. "Home equity conversion" is the comparable term used in the USA and also in New Zealand.


� The Hinton and Wild database, of 2700 clients, provided the basis for sampling in the postal survey or UK equity release clients which was conducted in late 1995. Cecil Hinton produces a regularly updated review of equity release schemes, published by Age Concern, England (Hinton 1995). (Further details abut British equity release schemes are available in Davey 1996).


� See Newell and Ayers 1991 for a scheme evaluation. HHL clients in Levin were interviewed by the author in mid-1991.


� Information on Invincible Life clients was collected through a postal survey by the firm and 30 interviews conducted by the author in 1993. A similar number of "control group" interviews were conducted at this time, with respondents matched to the Invincible clients as closely as possible.


� During the second half of 1995 the author was attached to the Centre for Housing Policy, University of York, as a Visiting Research Fellow. This provided the opportunity to replicate in Britain the work on equity release conducted in New Zealand. There were several strands to the research programme. It included interviews with representatives of firms operating in the equity release area; a postal survey of 500 "planholders"; and face-to-face interviews with 34 clients and a matched group of non-client home owners. (Details of the research findings are published in Davey 1996).


� The "control" groups consisted of people matched as closely as possible to the clients in terms of age, location, household composition, housing tenure (outright home ownership) and income.


� Here again lower levels of home ownership among older people in Britain may be a factor. Those who are mortgage free owners are likely to have higher incomes than people in other housing situations.


� In New Zealand only two out of 30 Invincible Life clients interviewed had reservations about the scheme. In Britain the percentages of clients who said they were satisfied or very satisfied with equity release were 91%, 94% and 97% respectively, for the 1982, 1985 and 1995 surveys.


� Payment for long-term care has been linked to equity release, but the topic is not pursued here. It is the subject of ongoing research by the author.


� The SHIP code requires clients to seek independent advice, through lawyers not connected with the providers, and to produce evidence that this has happened (a "signing off" certificate stating that the scheme has been explained and understood).





