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Trade-offs between Bequest Motives and Wealth Effects:

Is Housing Reverse Mortgaging in China Feasible?

Abstract: Housing reverse mortgage loan is one of the main pension way in developed countries,
while it has suffered a larger resistance in China. One of main reason is the real pressure from
traditional bequest notion. It still lacks relatively strict and unified system demonstration about the
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process and degree of bequest notion’s influencing housing reverse mortgage loan. Giving bequest
motives to endogenous characteristics of time-varying, this paper expands the LC - PIH model and
theoretically proves that the existence of bequest motives can suppress the housing wealth effect
and hinders housing reverse mortgaging. At the same time, based on the large sample
questionnaire survey data, the paper confirms inference of the theoretical model. Specifically, it
can draw the following conclusion: firstly, the old people have a higher housing wealth effect than
young people. In other words, as the housing price is rising, the elderly consume more. Secondly,
considering bequest motives, while the elderly also have a higher wealth effect than the young, it
becomes smaller compared with having no bequest motives. Especially based on data from
household with houses, it’s almost close to zero. From this point of view, one of main obstacle of
housing reverse mortgage loan in China is the traditional bequest motives, which inhibiting
housing wealth effect. Therefore the gradual mode of housing reverse mortgage loan, appropriate
pilot inheritance tax and stable housing market will contribute to the realization of housing reverse
mortgaging.
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