
Lifetime mortgage 
compound interest 
explained

Equity release with an Aviva lifetime mortgage - it’s important you 
consider the benefits, costs and risks before deciding whether a lifetime 
mortgage is right for you.

What is equity 
release?

Equity release is a way of taking money from the value of your home without having to move. The type 
of equity release we offer is a lifetime mortgage. This is a long-term loan, secured on your property. 
You need to be 55 or over and own a property in the UK worth at least £75,000 to take out a lifetime 
mortgage with us. The amount you can borrow depends on your personal circumstances, such as your 
age and the value of your property.
If you are considering a lifetime mortgage, it’s vital to understand how this works in practice. It may 
not be right for you if you have savings you could use or wish to sell all or part of the property or 
downsize. Taking out a lifetime mortgage will reduce the amount of inheritance you are able to leave.  
It may affect your tax position and may affect your eligibility for welfare benefits.

If it’s a 
mortgage, 
do I have 
to make 
repayments?

Unlike a regular mortgage, you won’t have to make any repayments but you can choose to make limited 
repayments with the voluntary partial repayment feature. The maximum you can repay each year is 
10% of the total overall amount you’ve borrowed. The minimum repayment is £50.
Each year we’ll add interest to both the loan and any previous interest that’s already built up. This 
will quickly increase what you owe reducing the remaining equity in the property and limiting further 
borrowing options. The loan and interest is usually repaid from the sale of your property when you die 
or move into long-term care, subject to our terms and conditions.

How do you 
calculate 
interest on my 
loan?

You will be given a fixed interest rate as part of your lifetime mortgage offer. This interest rate is fixed 
for the lifetime of the mortgage.
The interest on your loan is compound interest. This means we charge interest on the total amount of 
the loan, including the interest that has already built up. We calculate the interest every day, but we 
only add the compound interest to your balance once a year.

Could you 
give me an 
example of 
how it works?

Suppose you took out a lump sum lifetime mortgage of £75,000 at 6.52% interest. At the end of the 
first year, the total interest is £4,890. This makes your outstanding balance £79,890. At the end of the 
second year, we’ll charge 6.52% interest, but we’ll calculate it on the closing balance of the previous 
year, which was £79,890. This makes the interest £5,209. We add that to last year’s balance, so you now 
have an outstanding balance of £85,099.
Compound interest means that the amount you owe will increase quickly. For example, the outstanding 
balance would be £141,050 after 10 years, £265,268 after 20 years, and £498,880 after 30 years.
Interest rates are based on a number of factors such as your age, health and lifestyle and property 
value. This is an example and the actual rate will be based on your individual circumstances.
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Need this in a different format? 
Please get in touch with your usual Aviva 
contact if you would prefer this document, 
(PF011258), in large print, braille, as audio or 
in a different colour.

What is the 
‘no negative 
equity 
guarantee’?

Our lifetime mortgage loans have a no negative equity guarantee, so you don’t have to worry about 
leaving debts to your loved ones. As long as your property is sold for the best price it can reasonably 
get, neither you nor your estate will ever have to repay more than the money received from the sale.

Any questions?
Your financial adviser will be able to help you 
with any further questions you might have.
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