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in most reverse mortgages, the lender bears the risk of negative equity. Members of the industry association
SEQUAL (Senior Australians Equity Release Association) are required to offer a “No Negative Equity
Guarantee” (NNEG). Although the majority of reverse mortgages in Australia are provided by SEQUAL
members, there are still some lenders that do not offer a NNEG. In September 2011, the Federal
Government introduced amendments to consumer credit protection laws to increase the regulation of
reverse mortgages, including making a NNEG compulscry for all reverse mortgages. To reduce the risk of
negative equity, the maximum initial loan-to-valuation ratios {LVR)} for reverse mortgages are significantly
lower than for a normal loan, ranging from 15 per cent for a borrower aged 60, to 45 per cent for someone
aged 85. Interest rates on reverse mortgages are higher than for normal loans.

The CFR was established in 1998 as the successor to the Council of Financial Supervisors (CFS). The CFR’s first
meeting was in May 1998, Initially, the CFR consisted only of RBA, APRA and ASIC; Treasury joined the CFR in
June 2003.




