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Equity Release

« Commentators often connect downsizing with
equity release

« Belief that high house prices mean asset rich
older people through equity realisation can:

 Improve their living standards
 Access more suitable dwellings
 Fund better access to health care

e Remove the burden of care from state and
family
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Equity Release Is not that simple

« Older people generally do not seek equity
release when moving — 17%-23% older movers

« Older people like intergenerational transfers
« The two main pathways are fraught with
difficulty:
e Reverse equity lending
e Movement to a lower cost dwelling

* High house prices do not inherently deliver
opportunities for equity release
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Releasing Housing Wealth?

House prices and value of housing stock
== House prices (annual % change)

---wu
» ¢

30 B Value of housing stock, $b (RHS) ;6%00
800
£9 700
Il g
- X 10 500 =
= | 400 @
e S o7 I\ _...ul||| : 300
== 0
= TGN
=
. 090 92 94 96 98 00 02 04 06 08 10 12 14 160
! Source: Quotable Vajue Limited.

RBNZ 2016 (http://www.rbnz.govt.nz/statistics/key-graphs/key-graph-house-price-values)
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1990= $123bn
2000= $229bn
2010=$609bn
2013=$719bn
2014=$768bn
2015=$873bn
2016=$905bn
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Inflation Adjusted Median House Prices (2013 dollars)
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Figure 3.3 House prices in New Zealand (source: specially commissioned data set of Routledge/Taylor and Francis, London.
stand-alone house prices from CoreLogic).
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National House Price Appreciation

Spatial Patterns
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First Cut: Median House Prices

Real House Price Appreciation
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National House Price Appreciation

Spatial Patterns

Regional Housing
Typologies
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Regional House Price Typologies

Prices graphically depicted to identify patterns
Median house price data 1990-2013
Purchase prices expressed in 2013 dollars (real)




fud T g
2
3
——— £ 107 —— 107 —— 107 H I w,
— 107 — 10 — 10 T “ — £
e — | 107 ——— {107 ——— | 107 m
—— 00T Y —————— 10T G -
C —— 00T —— (00 ——— 00T w
O —— 007 —————— 507 ——— 3007 N T .
—— 00T ——————————— 007 ——————— 00T o
-—u —— 00T —— (00 — ) 00T = S m.
a ——— 00T ——— (0 T —— 5 00T D a
S A —— 007 — 007 —— 007 N E 5
Q (7)) = —— 007 > — 007 Z — 007 °
Q S — 007 5 —— 7007 o — 007 [ o
e e T - — 1007 5 —— 007 m —— 1007 F 2
| - c —— 000Z o —— 007 I —— 0007 i
* — © o o
p C = — 65T w —— G5 £ — 55T £
o =mmmm 5 — 65T ] — 55T = — 565T 3
p ()} < —— (66T = —— /6T = —— 66T m
A — 966T —— 066 T — 0661 2
g (e70] — 65T — G5 | — 56T o
y — — 66T — 66T — 66T 2
© — 65T — 6T —— 5T a
o) — — 66T — 7651 — 65T 3
o — 65T — 66T — 66T *
O m— 66T — 0661 — 66T
+ EEEEEEEE ¢ E8E88EE8E8¢8¢8 g 288218¢88
O (Vp) 2B RS2 F L8 < REEZEREEIELEER 2 8 8 8 B 8 R
e R 33532 3 43 FEIFRAIARZR & & ¥ 3 4 2
hl +-
5 5
p 2o &
O C O
x©g
S
y 558
——— 107 —— 10 —————— 107 S <C
— 7 107 —— 0T — 7107 m s
— 1107 ———————————— 107 —— 1107 C =0
— 107 ———————————— ()17 — 107 ol %
——— 00T —— 600 —— 007 Owon
—— 5007 —————————— 5007 —————— 5007
—— {007 —————— ] (007 ————— {007
t —— ) ) ——— (00T —— )T
(V5] —— 007 ——————— ()0 ] - ————— 00T
Q —— 007 —————— 007 & — 007
. — - —— 00T - I 007 = 007
= m — 7007 a2 — (07 .m — 7007
C s — 1007 o —— 1007 = —— 1007 E
K 5 — 007 5 —— 0007 P —— 0007
- 2 — 66T 4& —— 66T S —— 66T
m © 2 — 66T = — 66T m — 66T R
—— 66T —— 66T m — 66T
m —— 65T — 056 T = — 66T
— 56T — 566 T Q. — G665
Ige) z — = ==
— 66T — 6T —— 6
S— 66T — 7661 — 766T
— 66T — 66T — 66T
— 66T — 0661 —— 66T
L g 8888838 B g 8EE8EE 28 8888 ¢8
©
g c ————————— £ T0T ——— £T07 —— 10T
— 10T — 7107 — 0T
C essss——— [ 107 ———— 10T ———— [ 10T
] — ) T0T — (107 —— () 107 D
n p —— 007 — G0 — 00T — N
————— 5007 ——— 5007 ——— 5007
. — e E—— | 00T ———— [ (0T I 00T s L
-+ —— 00T — 0007 —— 00T R A .D
S (V) 2} —— 5007 —— 5007 — 00T L — .D
© —— 007 — 007 - —— 007
Q o — 007 s — 007 2 — 007 V.. K I
w — s — 7007 = — 7002 k] — 00T — (9]
A L] — 1007 o — 1007 =] — 1007 c P
w E— (00T w — 0007 m — 0007 N U
hp— B — 66T = — G66T © —— 55T U (¥4 ]
O M £ S— 8661 5 — 66T o — 66T A [ ¥4 ]
— i —— 65T =] — 66T © — 66T o]
> e— 66T — 965 T = — 66T L LL. 4
R S— 66T — 66T — 65T —
S— 66T — 66T — 65T H O
S— 66T — 66T — 66T T
— 66T - 66T — 66T
— 65T — 16T — 66T
— 066T = 0661 — 66T
g € 8 E § &8 EEEE8¢E8E¢8¢&¢8 EEEBEEEZEEE S




National House Price Appreciation

Spatial Patterns

Submarket Case
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Submarket-level Price Appreciation

Capital gains determined at individual property level
Paired house price data 1997-1999 & 2011-2013
Purchase prices expressed in 2013 dollars (real gain)

Real
Capital
Gain/Loss

Address Floor area Land area

Cladding Condition Vintage
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Henderson

WELLINGTON (10 Case Studies)

Ashburton

AUCKLAND (14 Case Studies)

NELSON (3 Case Studies)

DUNEDIN
(3 Case Studies)

Submarket
case studies
identified
(33 in total)
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Capital gains experienced
by individual properties

Petone Petone
‘Residential Dwellings’ ‘Residential Flats/Apts’
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Lower Cost, Smaller Homes - Mmmmm

Bigger dwellings
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Humber of people
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Retirement Villages

B 1-bedroom, bed-sit, studio

M 2-bedrooms M 3 or more bedrooms

NZ Dwelling Stock

Falling Household Sizes and Larger New Builds

() CRESA

Retirement Village Stock compared to the NZ Dwelling Stock
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Older Movers (n=69) — Purchase Price Relative to Sale Price

Higher Price Category
29%

Lower Price Category
46%

Same Price
Category
25%

d Higher Price Category kd Same Price Category L4 Lower Price Category
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Older Movers Owning and Older RV Residents Purchasing LTOs

Reported Purchase Price of Owner Occupation (n=95)

and License to Occupy (n-450)

Reported Remaining Cash Subsequent to Sale and Purchase

Among Owner Occupiers (n=97) and Retirement Village

Residents (n=106)
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100%
100%
90%
90%
80%
80%
70%
70%
>$500,000+
60% !
D >$400,000-<$500,000 60% w2on o0 ermore
50% $150,000-$199,000
= >$300,000-<$400,000 50% = $100,000-$149,000
40% H >5200,000-<$300,000
6 $ $ 40% W $50,000-$99,000
W <$200,000
30% > 30% W <$50,000
20% 20%
10% 10%
0% 0%
Ownership License to Occupy Owner Occupiers RV Residents

Centre for Research,
Evaluation and
Social Assessment

BEST FIT

Housing, Downsizing and Older People in a Changing Society




Expectations and Realisations — Ownership and License
to Occupy

Ownership License to Occupy

More Realisation Hoped But Hoped But
than Planned Nothing Much More Nothing Much

10% 10% Realisation 14%
than Planned

11%

Planned Realisation Some But Less

Planned Realisation

. Some But Less Achieved Than Hoped
Achieved Than Hoped 45% 30%
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Where Does Realised Equity Go?

% Cashed Up % Cashed Up RV

Use of Equity Released Older Mover Resident (n=546)
(n=63)

37% 32%
Supporting/helping your children or other family 32% 26%
members
Special recreational or fun activities 30% 30%
Day to day living costs 19% 45%
Banked/Rainy Day Reserves 14% 3%

11% 23%
Renovations 11% 0%
Reduced mortgage/debt 5% <1%
Funded Rental Property 3% 0%
Replaced car 3% 0%
Charities 2% <1%
Household items 0% 2%
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Conclusions

« Even in the best of times equity release is
difficult

* Equity use differs between owners and license
to occupy residents

* Equity release is relatively small — 11-22%
generated $130 interest at 3%

* Realising housing wealth is contingent on place,
timing and factors often beyond the control of
Individuals

« Shocks can have a significant impact on even
those not seen as vulnerable
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