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Research on reverse mortgage

Abstract

Compared with the western developed countries,China entered the aging society
in spite of the fact that it is still classified as the less developed regions. Relative to
the developed countries, the problem of rural old people is confronted with the
especially austere ordeal. At the same time, with the bloom of "421" family structure
and empty-nest families have large effects on our society. The traditional patterns of
family parents supporting can't solve the problem of parents supporting
fundamentally. It is urgent to look for new ways of parents supporting to relieve the
aging crisis. Reverse mortgage, as a elderly-supporting form, is developing rapidly
and becoming more and more mature in the developed countries which take the lead
in entering into aging society. Reverse mortgage has played a positive role in solving
retired-elderly people’s aging problem, improving life quality of elderly retired people
and reducing the elderly poverty, etc.

Reverse mortgage as a type of mortgage in which a homeowner can borrow
money against the value of his or her home. No repayment of the mortgage is required
until the borrower dies or the home is sold. Because of its cash flow in contrast to the
normal mortgage, so called reverse mortgages.

By analyzing our country on the current state of social life and system, the author
found that the development of this system can improve the older old age, effectively
alleviate the pressure of the pension. In addition to, it has positive significance for
economic and social development. Meanwhile, as the end of last century in the
housing reform, the secondary housing market in China has gradually developed and
residential free rate surpassed the world average level. Base on the rapid development
of China's financial sector, China has completely satisfy the conditions to carry out
reverse mortgage.

After fully analysis and research on reverse mortgage, this article makes some
suggestions for the operation of reverse mortgage. First of all, according to the system
operating characteristics which cycle is long, high risk, complicated content and great

social influence. The author thinks that the commercial banks and insurance



companies to carry out this system is most appropriate. Meanwhile, it needs social
security institution to cooperate. Secondly, on the restrictions on borrowers,
considering the actual condition of China's current, I suggest to limit the borrower for
the elderly’s age and property. Thirdly, to face the risk of carry out Reverse Mortgage,
some suggestions on evading and dissolve the risk were given in this paper by
analyzing sources and characteristics of different risk. In the end, the government
should play an important role in the operation, due to Reverse Mortgage has the

attributes of social security and take on the responsibilities of social endowment.
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