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A hybrid equity release plan for retirement 
financing 

1. Singapore’s CPF:

1. Inflow is Defined Contributions (by both employee 
and employer)

2. Outflow (aka CPF LIFE) is more similar to Defined 
Benefit, which pays a lifelong annuity.

• However if u contribute more, then the monthly 
payout is greater

Central Provident Fund & Lease Buyback Scheme



A hybrid equity release plan for retirement 
financing 

1. Singapore’s HDB and LBS:
1. About 80% of Singaporeans stay in Housing 

Development Board Flats.
2. These flats are valuable, with some selling for 

millions of dollars.
3. Many elderly have their equity held up in their homes.
4. They need a way to release equity from their homes, 

and LBS/Home Reversion is a way to do so.

Central Provident Fund & Lease Buyback Scheme



A hybrid equity release plan for retirement 
financing 

1. No age-in-place

2. Lack transparency in pricing

3. Loss the flat ownership

4. Uniform pricing

5. More capital requirement per transaction 

Lease Buyback Scheme’s Drawbacks



• Four benefits:

1. Upfront cash payout to top up CPF Retirement Account 
and current financial needs (B1)

2. Option of guaranteed staying in the flat for n months (B2)

3. Right of age-in-place after n-months (B3)

4. Term life-insurance protection (B4)

Enhanced Home Reversion for HDB Flats



The benefits of the EHR can be summarized as follows:

1. Maintains all features of the LBS

2. Includes an age-in-place guarantee

3. Enables homeowners to keep a portion of the flat's value for 
inheritances or as a safety net against inflation or 
emergencies

4. Guarantees the return of the principal investment amount

5. Offers transparent and actuarially fair pricing

6. Requires less capital investment per transaction 

Advantages of Enhanced Home Reversion



Pricing Model Framework



B1 B2 B3 B4Total Cost

EHR Pricing Model 



Rental Yields



𝛼 = ቐ

0.75 for 𝛽 ≥  65

0.75 + 0.0025 × 65 − 𝛽  for 25 ≤ 𝛽 < 65
0.85 for 𝛽 < 25

 

𝑅 = ቐ

0.07 × 𝐻0  ÷ 12 for 3 − room flats
0.06 × 𝐻0  ÷ 12 for 4 − room flats
0.05 × 𝐻0  ÷ 12 for 5 − room flats

 

The remaining lease must be at least 20 years when the 
homeowner reaches 95 years old.

End of Lease9565

30 years 20 years

Pricing Model 



Upfront ratio 𝝅 or LTV at different ages 

for Hong Kong Reverse Mortgage

Upfront Ratio 𝜋 = 𝜃𝐻0

𝜙𝐻0
, which is similar to loan-to-value (LTV) ratio in reverse mortgage

Hong Kong Reverse Mortgage



• Bala’s table provides the relationship between freehold 
properties and 99-year leasehold properties.

• Bala’s table was originally an internal document of the colonial 
Land Office since around 1948.

• It is widely used in calculating Land Betterment Charge and 
Lease Renewal Premium since July 2000.

Bala’s Table and HDB’s LBS Pricing



EHR LBS Hong Kong Reverse 
Mortgage

Product Type Sell-type Sell-type Loan-type

Upfront Ratio 𝜋 Flexible Fixed Flexible

Age-in-place Yes No Yes

Flat Types Public Public Public/Private

Ownership Yes No Yes

Lease 
Requirements

20 years 
remaining at 

age 95

20 years 
remaining at 

age 95

Not considered

Comparison of Product Features



Upfront ratio 𝝅 by homeowner 
age for female flat owner with 

65 years of remaining lease

Comparisons of Upfront Ratios



Comparisons of Upfront Ratios with Different 
Lease Remaining

Upfront ratio 𝝅 by homeowner age for female flat owner 









When EHR compared to the LBS,

• The EHR product offers more benefits and options for 
homeowners

• The EHR pricing is more competitive, transparent and 
actuarially fairer

• The EHR product requires less capital per transaction and 
focuses on the direct benefit of homeowners 

Conclusion
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