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It’s said that nature abhors a vacuum. In the case of Australia, the question is who will fill it? 
Like an episode of Lost, senior homeowners in Australia now find themselves marooned being 
unable to tap their equity with no monthly payments. “Retirees are being blocked from 
accessing the money trapped in their property as banks pull out of the reverse mortgage 
market, fueling a growing income inequality among older Australians”, writes columnist Eryk 
Bagshaw for the Sydney Morning Herald. We had reported the recent exit of Australian banks 
from reverse lending in the wake of several large bank exits, many who feared repetitional risks 
in the wake of several negative media stories. 


Even retirees who made contributions to Australia’s superannuation fund find themselves 
facing poverty. The superannuation or super is Australia’s compulsory program which requires 
compulsory minimum contributions of a percentage of one’s income into a government-
managed portfolio. Australia, like many developed countries, finds itself threatened by tax 
policies which limit tax-advantaged retirement savings contributions.  
 
Today Australia, like the United States, is grappling with how to keep their rapidly expanding 
older population from slipping into poverty. or placing a further strain on its social welfare 
programs. It should be noted Australia does have a pension loan scheme program which 
allows homeowners to take a government-backed loan which provides a monthly fixed income, 
however the program only provides a miserly 25% of the home’s value at age 65.  
 
The lesson to be learned from our friends down under? More than ever before, the Home 
Equity Conversion Mortgage is critical for today’s older homeowners to maintain a decent 
standard of living in retirement or to prevent them from slipping into poverty and ultimately into 
entitlement programs.


Earlier this month there were reports of some originators sensing a turnaround for reverse 
mortgage loan volume. That optimism may have been spurred further by February’s 
endorsement numbers just breaking 4,000 units, the highest level seen since March of 2017. 
However you may want to curb your enthusiasm. A significant portion of February’s 
endorsements are a carryover from what would have been recorded endorsements in January 
due to the government shutdown that ended on the 25th of that month. Our average 
endorsement volume from December to February is about 2,400 loans, or 45% of the same 
three month period one year ago. How a partial shift to proprietary jumbo reverse mortgages 
plays into this equation remains to be seen. 


What we can measure are case number assignments and with the typical four-month lag from 
a new FHA case number to endorsement this is what we see. Assuming a 65% pull through 
rate we can anticipate around 2,400 endorsements in March, and just over 2,000 units in April 
due to reduced application activity last December. 


The good news is that we are receiving reports of several originators exceeding their 2018 
production levels in the first quarter of this year.
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