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Why Are Japanese People Unaware of Reverse Mortgages?:
An Analysis of the Impact of Financial Literacy on the Perception
and Understanding of Reverse Mortgages

UEYAMA Hitoe*

Abstract

In June 2019, the need for 20 million yen in retirement savings became a major topic of discussion,
laying bare the public’s anxiety surrounding their livelihoods during retirement. With the expectation of an
adequate public pension absent due to the declining birthrate and an aging population, Japanese people are
being asked to help themselves by building their own retirement wealth.

At the same time, the Japanese have a high rate of home ownership and a strong desire to continue
living in their own homes in their retirement. Therefore, there should be a growing demand for reverse
mortgages that allow homeowners to liquidate their housing assets to support consumption. However, this
awareness is quite low in Japan.

In this paper, we conduct an empirical analysis of the impact of financial literacy on the Japanese
population’s awareness and understanding of reverse mortgages products. Results confirm a significant
positive relation between financial literacy and awareness (or understanding), even after controlling for
demographic characteristics, income, and wealth. Our study accounts for the endogeneity of financial literacy.
Improving financial literacy among Japanese people is essential to expanding the use of reverse mortgages.

Keywords : Reverse Mortgage, Housing Asset, Financial Literacy, Empirical Analysis
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