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Abstract
India is experiencing a demographic shift with an aging of the 
population due to increased longevity rates. For many older 
Indian households their largest single asset is their primary place 
of residence, This group consists primarily of retirees aged 60 
years and over who have permanently left the full-time workforce 
with limited means of earning additional household income, but
who also have a lack of prior financial planning assistance and 
often no access to superannuation funds .At the same time there 
has been an increase in essential living expenses such as medical, 
food, transport. These changes were generally not anticipated by 
many retired person. This paper is focused on a rapidly expanding 
area that affects a growing section of society and examines factors 
influencing reverse mortgages, both in supply and demand. So far 
this area has been somewhat overlooked in terms of understanding 
the financial needs of older Indian and importantly to what extent 
reverse mortgages adequately addresses their needs. We would like 
to investigate how reverse mortgages are perceived and currently 
accepted.
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I Introduction
National Housing Bank (NHB) is a 100% subsidiary of Reserve 
Bank of India and is established under an Act of parliament (NHB 
Act 1987). Main role of NHB is to develop Indian Housing Finance 
System by promoting a sound, healthy, viable and cost effective 
housing finance. As per Guidelines of NHB Reverse mortgage 
loan works in India.
The concept of reverse mortgage was introduced in India in early 
1990s, but the growth of reverse mortgages has increased over 
the past decade. Reverse mortgages have been actively promoted 
in India by few Nationalized banks and LIC of India. In certain 
overseas markets the reverse mortgage product has been accepted 
due various reasons. The reverse mortgage allows an older person 
to retain ownership and access some of the previously inaccessible 
capital without selling, but mortgaging their property. The actual 
loan period is unknown as the commencement of the reverse 
mortgage. Now we will consider following two factors: (a) the 
older person/s or senior who has most likely left the workforce 
and may be ‘cash poor’ and (b) their home which is most likely 
their largest single asset.
Due to increased longevity rates, India is experiencing a 
demographic shift with an aging of the population. For many older 
Indian households their largest single asset is their primary place 
of residence, This group consists primarily of retirees aged 60 
years and over who have permanently left the full-time workforce 
with limited means of earning additional household income, but 
who also have a lack of prior financial planning assistance and 
often no access to superannuation funds .At the same time there 
has been an increase in essential living expenses such as medical, 
food, transport. These changes were generally not anticipated by 
many retired person. 
In the US the number of reverse mortgages continues to double 

each year. For many individuals the timing of reverse mortgages 
may be as ideal, as residential property prices are increasing. Also 
when returns from other investments fall, then a reverse mortgage 
has the potential to make up the shortfall.
This paper is focused on a rapidly expanding area that affects 
a growing section of society and examines factors influencing 
reverse mortgages. We would like to investigate how reverse 
mortgages are perceived and currently accepted in India.

2 Research Question and Research Objectives
The idea behind this paper is to find out the extent to which 
reverse mortgages are understood by senior citizens in India. Also 
if a reverse mortgage has the potential to be misinterpreted or 
misused. For example a retired 60 year old couple could take 
reverse mortgage and receive a lump sum cash payment, knowing 
the effect of compound interest over time. A poorly interpreted
reverse mortgage will have long-term implications for an older 
person since there may be an inability to make repayments during 
retirement; a misunderstanding or error of judgment would be 
irreversible over the long-term.
Following are basic aims of the study.

Research Question 1.
To find the financial needs of senior Indians and their willingness 
to undertake a reverse mortgage.

Research Question 2.
Examine the potential growth of a reverse mortgage in India.

III. Focus Groups
In order to assess the knowledge levels and perception of senior 
Indian towards reverse mortgages it was essential that qualitative 
research needs to be undertaken. Although the literature search 
identified previous markets (e.g. UK, US) where relevant 
information was available, it was important to examine reverse 
mortgages in an Indian context.
Collecting information from senior Indians was difficult due to 
natural barrier such as trust.
The importance and significance of decisions which may affect 
the life savings of the household in the form of the family home. 
For senior Indians the family home is often the main and only 
financial asset and will be protected at all times. In many instances 
the homeowner/s has resided in their home all of their life and 
therefore the family home is part of their life and family memories 
with their children.

A. Focus Group Questions
The questions for the focused group were as follows:
What is your idea about reverse mortgage?
Will you consider a reverse mortgage for
yourself?
According to you what are the negative aspects of a reverse 
mortgage?
According to you what are the positive aspects of a reverse 
mortgage?
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Focus group question 1. What is your idea about reverse 
mortgage?
The first question to the focus group was to find the depth of 
knowledge about reverse mortgages in the group and evaluates 
the perception of reverse mortgages in the general public.
This question was linked to research question 2 and provided 
a framework for subsequent focus group questions. There was 
a possibility that all focus group participants were completely 
unaware of reverse mortgage.
Focus group question 2. Will you consider a reverse mortgage 
for yourself?
This question tries to find acceptability of reverse mortgage as a 
viable option. It was linked to the research question 1, especially 
with regards to the participants’ ‘willingness’ to undertake a 
reverse mortgage.
Focus group question 3. According to you what are the negative 
aspects of a reverse mortgage?
Focus group question 4. According to you what are the positive 
aspects of a reverse mortgage?
Both questions investigated the positive and negative aspects of 
a reverse mortgage from the perspective of the focus group and 
were linked to research aims 1 and 2.

B. The Findings From Each Focus Group Questions are 
Summarised as Follows:
Question one: “What is your understanding of a reverse 
mortgage?” 
It was observed that the level of understanding about reverse 
mortgages varies considerably.

Little or no understanding
Nearly 25 % of the percipients had no or very little idea about 
reverse mortgage.

Limited or Some Understanding
It was noted that very large numbers of participants were aware 
of reverse mortgage may not be in detail but had some idea about 
reverse mortgage.

Correct or Fair Understanding
Throughout the research it was observed that 15% of participants 
had sound idea of what a reverse mortgage actually is. The results 
of this question then confirmed there is a need of a widespread 
basic understanding of reverse mortgages.
Question two: Will you consider a reverse mortgage for 
yourself?

Yes.

10 % percipients were willing to consider reverse mortgage 
product for their future. 
The comments and discussions reflect about benefits of a 
reverse mortgage. The response to this question was relatively 
lukewarm. 

No.

Nearly 50 % of participants were not interested in taking reverse 
mortgage for themselves

Probably or perhaps

Nearly 40 % of participants showed some interest or showed 
some willingness towards the reverse mortgage. This category 
of responses indicated there was potential for reverse mortgages 
to be used, although there were some reservations.

Question three: “According to you what are the negative 
aspects of a reverse mortgage?”
All participants confirmed there were more negative views than 
positive views.

Question four: “According to you what are the positive 
aspects of a reverse mortgage?”
This showed that there is a basic understanding in some quarters 
about reverse mortgages. Many participants commented there was 
a need for additional safeguards for seniors when undertaking a
reverse mortgage. The most common comment was a plain 
language statement.

Research question 1. Assess the willingness of Indian 
to undertake a reverse mortgage
From the outset it is clear there is a group but in smaller number of 
senior Indians who are willing to undertake a reverse mortgage.
In addition, there is a trend towards increasing acceptance of 
reverse mortgages and their associated benefits (Study confined
to Metro city and that also only one i.e. Mumbai).

Positive attributes of reverse mortgages
Many seniors have shown their willing to undertake a reverse 
mortgage to simply better their lifestyle or living standards. It  was 
commonly argued there was inadequate superannuation to meet 
their financial needs in retirement to a comfortable level, which
included leisure activities and other costs such as house repairs.
Another positive aspect was the decreasing expectation in society 
for inheritance, with many potential recipients actually better off 
than the previous generations.

Negative attributes of reverse mortgages
Starting point here was the distrust that many seniors have in banks 
and financial institutions, which was predominantly linked to bank 
fees and a desire for large corporate profits (at the supposed cost 
of the senior). This aspect alone was a major deterrent for many to 
undertake a reverse mortgage and demonstrates the low level of
respect.
Another area of concern was valuation of the property which 
according to practically all the participants was much below their 
expectations and also market rates.

Are seniors willing to undertake a reverse mortgage?
This research has found that the willingness to undertake a reverse 
mortgage can be broken down into two groups, namely (a) by 
their own choice and (b) there is no other alternative option is 
available. The distinction between the perceptions of each group 
towards reverse mortgages requires further discussion.

(a) By their own choice
Reverse mortgages are viewed as a financial product which is 
increasingly promoted by banks or financial institutions. This 
product is similar to other financial products such as credit cards 
and margin loans, are only suitable for a sector of the target 
group.
Some seniors have shown willingness to undertake a reverse 
mortgage. The main reason is to increase their lifestyle or quality 
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of life in their retirement by accessing the funds locked away in 
their home.

(b) There is no other alternative option available
As no other realistic alternative options available some seniors 
have shown willingness to take reverse mortgage. At the same time 
it was acknowledged by the focus group participants that daily 
living costs were higher in retirement than originally planned for, 
which is mainly linked to external unavoidable expenses such as 
transport and medical costs.

Research question 2. Examine the potential growth of 
a reverse mortgage in India.
In the previous sections it has been concluded that (a) reverse 
mortgages are available in India and (b) some senior Indians have 
shown willing to undertake a reverse mortgage.
This section therefore examines the potential growth reverse 
mortgage in India.

IV. Genuine Suggestions for Improvement
Some of the suggestions provided by reverse mortgage providers 
are as follows :

A. Reliable information about reverse mortgages needs 
to be disseminated to the general public
In society at present the level of understanding about reverse 
mortgages not very high. This range of information needs to be 
improved so seniors can make an informed decision either (i) to 
undertake a reverse mortgage or (ii) not to undertake a reverse 
mortgage at all for the correct reasons.

B. Documentation needs to be in a plain language 
format
Documentation should be such that it is understood by both the 
parties. Many seniors are not fluent with legal documents; it is 
recommended that all documentation should be written in a plain 
language format.

B. Full projections need to be provided to the applicant/s 
before agreement
It is recommended that a realistic projection of future variables of 
the maximum possible length of the loan should be worked out.

C. Disclosure of all additional financing fees and 
costs
It is recommended that all reverse mortgages should have full 
disclosure of all fees and costs associated with the loans for the 
life of the reverse mortgage.

D. Discounted interest rates and fees for seniors
Due to the nature of the residential housing market and the low 
level of household mobility with older households, it can be argued 
that older households are comparatively low risk when compared 
to other types of loans . It is recommended that reverse mortgages 
offered to seniors and older households are discounted in order 
to reduce the costs to older households.

V. Areas for Further Research
There are specific areas for further research into reverse mortgages 
in India which have been identified during the course of this 
research

(a). This research should be widened to include additional cities. 
For example this may be extended to metro cities which may be 
provided other insights into reverse mortgages. It is obvious other 
metro cities have different demographics and property market 
drivers. Therefore a widening the scope of the study would ensure 
additional influencing factors.
(b). A regular study (i.e. on an annual basis) should be conducted 
in order to examine any longitudinal trends which may be due to 
external influences such as a low interest rates. This type of study 
would examine many seniors who rely heavily on income from 
interest from a term deposit. It would be important to examine if 
such external considerations place additional pressure on seniors 
to undertake a reverse mortgage to supplement reduced income.
(c). It would be worthwhile to construct a database of existing 
and expired reverse mortgages based on criteria such as term 
(years) of the complete loan, what the funds are used for, the 
ratio between final capital value of the home and the reverse 
mortgage, as well as any other influencing factors. This type of 
reflective information would prove to be invaluable, especially 
when debating the circumstances surrounding the use and misuse 
of reverse mortgages.
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