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This report looks at the following areas:

» The impact of COVID-19 on consumer behaviour and market dynamics in
the equity release market

» How COVID-19 will change consumer behaviours and attitudes towards
equity release

* Interest in equity release and confidence in retirement finances

« Consumer concerns and motivations around using equity release

The equity release market looked set to recover from a slight decline in 2019,
with the market showing strong signs of growth in Q1 2020. However, the
COVID-19 outbreak and the subsequent lockdown will result in a significant
decline in new business during 2020. Only once people have a clearer idea of
future prospects for the housing market and the wider economy will growth
refurn to the market. There is also likely to be a shift in the reasons to consider
equity release products, with more people facing financial difficulties due to
unemployment and a loss of income, and increased caution over more
discretionary spending.

COVID-19 is likely to have a real impact on people’s finances and their
prospects in refirement. This is likely o lead to more people seeking retirement
advice, if not specifically related to equity release. Additionally, following the
lockdown, there will be a renewed focus on the importance of family and
making up for lost time. This could result in more people looking to boost their
income in order fo go on holiday, or to support other family members. The key
issue for providers will be to tackle continuing perceptions that equity release
should only be used as a last resort, and instead focus on how it can improve
the quality of life in retirement.
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“Despite a positive first
quarter, the equity release
market is forecast fo be
heavily impacted by the
COVID-19 crisis in 2020. Brexit
uncertainty disrupted growth
in the first half of 2019, and
COVID-19 will have the same
effect, but to a more
significant degree for the
duration of the year ahead."
- Douglas Kitchen, Financial
Services Analyst
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COVID-19 will hit lending in 2020, but future prospects still
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Figure 1: Forecast value of new equity release schemes sold,
adjusted for COVID-19, 2014-24

A fall in new customers drives a decline in new business in
2019

Figure 2: Volume of equity release customers, by type of
activity, 2017-19

House price growth was slowing before COVID-19
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2012-February 2020

Over-45s are more pessimistic about future economic
prospects

Figure 4: Perceived impact of the COVID-19 outbreak on UK
economic growth, by age, 30th April-7th May 2020
Home/garden improvements and holidays are the most
popular uses

Figure 5: Popular uses of equity release, 2019

Equity Release Council bolsters consumer protection
Impact of COVID-19 on equity release

Figure 6: Expected impact of COVID-19 on equity release
short, medium and long term, 19 May 2020

Companies and brands

Legal &amp; General, JRP Group and LV= saw sales decline
in 2019...

...but Aviva and More2life increased lending

Figure 7: Estimated equity release market share, 2019
COVID-19 drives innovation in the market
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Declining confidence in sources of retirement income...
Figure 8: Expected/actual sources of retirement income,
2016-20
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...but people remain positive about their eventual
retirement prospects

Figure 9: Financial situation at retirement age, February 2020
Equity release remains a niche proposition

Figure 10: Consideration of equity release, February 2020
Over 40% would opt to receive funds as a lump sum

Figure 1: Equity release funding options, February 2020
Overcoming negative perceptions continues to be a major
challenge

Figure 12: Concerns about equity release, February 2020
Only one in four have sought retirement advice

Figure 13: Attitudes towards equity release advice, February
2020

Long-term care and helping out family are the major drivers
Figure 14: Motivations for considering equity release, February
2020

What we think

THE IMPACT OF COVID-19 ON EQUITY RELEASE

Short, medium and long-term impact on the industry
Figure 15: Expected impact of COVID-19 on Equity Release
short, medium and long-term, 19 May 2020

Short term:

Medium term:

Long-term:

Opportunities and Threats

Uncertainty will damage sales in the short-term

Lockdown poses a logistical challenge for providers

More people will be looking for retirement planning advice
An increased desire to help out families...

...and make up for lost time

Impact on the equity release market

New lending forecast to recover from an initial decline
Figure 16: Forecast value of new equity release schemes sold,
adjusted for COVID-19, 2014-24

Shifts in consumer behaviour

Financial confidence drops

Figure 17: The financial confidence index, January 2016-April
2020

A shift in retirement funding expectations

Figure 18: Expected/actual sources of retirement income,
2016-20

Impact on key consumer segments
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55-64 year olds are more likely to feel the impact of a
recession

Mortgage holders are more likely fo need to revaluate
position

Empty nesters have a desire fo get away

How a COVID-19 recession will reshape the market
The impact on the market will be relatively short-lived
A different type of recession

Falling rates and a drive for more flexibility

Impact on the marketing mix

Face-to-face advice will remain the focus

Expanding the reach through direct channels and
partnerships

Product flexibility will be in demand

A focus on family and living life to the full will drive
engagement

COVID-19: Market context

ISSUES AND INSIGHTS

COVID-19 will drive greater discussion around retirement
funding

The facts

The implications

Changing perceptions has become more important than
ever

The facts

The implications

THE MARKET - WHAT YOU NEED TO KNOW

New business declines in 2019...

...driven by a fall in new customers

House price growth was slowing before COVID-19
Over-45s are more pessimistic about future economic
prospects

Home and garden improvements and holidays the most
popular uses

Equity Release Council bolsters consumer protection

MARKET SIZE AND FORECAST

Economic uncertainty results in a decline in new business in
2019

Figure 19: New sales of equity release products, by volume
and value, 2012-19

COVID-19 market forecast
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* Sharp decline predicted in 2020
Figure 20: Forecast value of new equity release schemes sold,
adjusted for COVID-19, 2014-24
Figure 21: Forecast value of new equity release schemes sold,
adjusted for COVID-19, 2014-24
Figure 22: Forecast volume of new equity release schemes
sold, adjusted for COVID-19, 2014-24
Figure 23: Forecast volume of new equity release schemes
sold, adjusted for COVID-19, 2014-24

* Pre-COVID-19 forecast: a swift return to growth was
expected
Figure 24: Forecast value of new equity release schemes sold,
2014-24
Figure 25: Forecast value of new equity release schemes sold,
2014-24
Figure 26: Forecast volume of new equity release schemes
sold, 2014-24
Figure 27: Forecast volume of new equity release schemes
sold, 2014-24

* Forecast methodology

MARKET SEGMENTATION

» Returning customers increase, but new customers decline in
2019
Figure 28: Volume of equity release customers, by type of
activity, 2017-19

« Drawdown options account for 64% of new sales
Figure 29: Proportional distribution of new equity release
sales, by product type, 2013-19

* Average amount accessed declines for new drawdown
customers
Figure 30: Average amount of property wealth accessed, by
product type, 2017-19

MARKET DRIVERS

« Equity release target market is set to continue to grow
Figure 31: UK population, by lifestage, mid-2018-mid-2043
» House price growth was slowing before the COVID-19
outbreak
Figure 32: Average house price in the UK, March
2012-February 2020

* Over-45s have a more negative outlook on the economy
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Figure 33: Perceived impact of the COVID-19 outbreak on UK
economic growth, by age, 30th April-7th May 2020

e Later-life lending market also declined in 2019
Figure 34: Volume of lifetime mortgage sales vs volume of
mortgage sales fo customers aged 56+, 2014-19

» Home/garden improvements and holidays the most popular
uses
Figure 35: Popular uses of equity release, 2019

* Proportion of owner-occupiers aged 55-64 is declining
Figure 36: Tenure in households with the household reference
person aged 55-64, 2008/09-2018/19

REGULATORY AND LEGISLATIVE CHANGES

* FCA takes exploratory measures into the later-life lending
market

« ERC bolsters consumer protection...

« ...and updates its legal advice rules following COVID-19

« Further confusion over the launch of Pensions Dashboard

COMPANIES AND BRANDS - WHAT YOU NEED TO KNOW

* Legal &amp; General, JRP Group and LV= saw sales decline
in 2019...

+ ...but More2lLife and Aviva increased lending

¢ COVID-19 drives innovation in the market

* New product developments bring greater flexibility and
choice

» Total advertising expenditure declines

MARKET SHARE

* Legal &amp; General, JRP Group and LV= saw sales decline
in 2019...

« ...while More2Llife, Aviva and Pure Retirement increased
lending

Figure 37: Estimated equity release market share, 2019

COMPETITIVE STRATEGIES
« Providers respond to the COVID-19 outbreak

* Brands turn to remote valuations...

¢ ...while More2life and LV= guarantee rates and product
features for those ineligible

* New advisory developments

» Legal &amp; General launches in-house advice business

* Openwork expands its equity release offering

* A new comparison tool for advisers launches
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Key and ABAKA investigate the power of Al for equity
release advice

More2Life unveils new lending criteria tool

New product developments bring greater flexibility and
choice

Figure 38: Number of equity release product options and
features, 2019 and 2020

Aviva enhances its repayment options

More2life updates its tailored range

Legal &amp; General intfroduces downsizing protection

ADVERTISING AND MARKETING ACTIVITY

Above-the-line adspend falls in 2020...

Figure 39: Total above-the-line, online display and direct
mail advertising expenditure on equity release, 2017-20
... But the largest advertisers increase expenditure
Figure 40: Above-the-line, online display and direct mail
advertising expenditure on equity release, by advertiser,
2017-20

TV accounts for close to half of total expenditure

Figure 41: Above-the-line, online display and direct mail
advertising expenditure on equity release, by media type,
2020

Note about adspend

THE CONSUMER - WHAT YOU NEED TO KNOW

Declining confidence in sources of retirement income...
...but people remain positive about their eventual
retirement prospects

Equity release remains a niche proposition

Over 40% would prefer to receive funds as a lump sum
Overcoming negative perceptions will prove to be a major
challenge

Only one in four have sought retirement advice

Long-term care and helping out family are the major drivers

SOURCES OF RETIREMENT INCOME

COVID-19 drives a shift in expectations around retirement
funding

Equity release remains a niche proposition

Figure 42: Expected/actual sources of retirement income,
2016-20

The appeal of downsizing declines among over-65s
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Figure 43: Expected/actual sources of retirement income, by
age, February 2020

e Less than half of those with moderate means expect to use a
private pension
Figure 44: Expected/actual sources of retirement income, by
ACORN group, February 2020

FINANCIAL CONFIDENCE IN RETIREMENT

» Over 80% expect retirement finances to be OK
Figure 45: Financial situation at retirement age, February
2020

» Confidence is higher amongst the retired
Figure 46: Financial situation at retirement age, by
employment status, February 2020

« Building on existing confidence is vital for the over-65s
Figure 47: Financial situation at retirement age, by age,
February 2020

CONSIDERATION OF EQUITY RELEASE

* Interest in equity release remains unchanged
Figure 48: Consideration of equity release, February 2020

* Interest is highest among the less confident
Figure 49: Consideration of equity release, by financial
confidence in retirement, February 2020

« Consideration is highest among 45-64s
Figure 50: Consideration of equity release, by age, February
2020

EQUITY RELEASE FUNDING OPTIONS

* Lump-sum funding options are preferred
Figure 51: Equity release funding options, February 2020

e 45-54s are the most interested in receiving regular
payments
Figure 52: Equity release funding options, by age, February
2020

» Greater flexibility appeals to those considering equity
release
Figure 53: Equity release funding options, by consideration of

equity release, February 2020

CONCERNS ABOUT EQUITY RELEASE SCHEMES

« Equity release continues to struggle with negative
perceptions
Figure 54: Concerns about equity release, February 2020
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Concerns about inheritance continue to be a barrier
Figure 55: Concerns about equity release, by consideration
of equity release, February 2020

ATTITUDES TOWARDS EQUITY RELEASE ADVICE

Only one in four have sought retirement advice

Brand familiarity is also a factor when looking for advice
Figure 56: Attitudes towards equity release advice, February
2020

Those paying off mortgage are looking for general
retirement advice

Figure 57: Attitudes towards equity release advice, by housing

situation, February 2020

MOTIVATIONS FOR CONSIDERING EQUITY RELEASE

Changing perceptions will be a challenge

Figure 58: Motivations for considering equity release,
February 2020

Long-term care is less of a factor for over-65s

Figure 59: Motivations for considering equity release, by age,
February 2020

COVID-19 will increase focus on family and boosting
income

Figure 60: Motivations for considering equity release, by

consideration of equity release, February 2020

APPENDIX - DATA SOURCES, ABBREVIATIONS AND
SUPPORTING INFORMATION

Abbreviations

Consumer research methodology

APPENDIX - MARKET SIZE AND FORECAST

Additional best-case/worst-case forecast tables (Pre-
COVID-19 forecasts)

Figure 61: Best- and worst-case forecast for the value of new
equity release schemes sold (pre-COVID-19 forecast),
2019-24

Figure 62: Best- and worst-case forecast for the volume of
new equity release schemes sold (pre-COVID-19 forecast),
2019-24

Forecast methodology
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Mintel is the expert in what consumers want
and why. As the world’s leading market

intelligence agency, our analysis of
consumers, markets, product innovation and
competitive landscapes provides a unique
perspective on global and local economies.
Since 1972, our predictive analytics and
expert recommendations have enabled our
clients to make better business decisions faster
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grow. To find out how we do that, visit
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