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Does Reverse Mortgage Really Improve the Welfare of
Retired People?

— From The Perspective of Life Cycle

Abstract: Reverse mortgage provided a possible solution for the insufficiency of old-age security
capital. This also brought up one important question, Does Reverse Mortgage Really Improve the
Welfare of Retired People? This paper starts from the basic situation of China, with the application
of life-cycle framework, numerical analytical methods and the estimation of China’s basic
social-economic parameters. The study shows that due to the transaction costs and interest costs,
not all the retired residents would benefit from reverse mortgage. For example, retired residents

with low income level won’t get welfare improvement from reverse mortgage.

Keyword: Aging, Old-age Security, Reverse Mortgage, Welfare Analysis, Life Cycle



