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The downsizing 
mistakes retirees make
How to release equity without 
releasing regret

Who this guide is for?

Retirees and pre-retirees considering selling the family home, whether to free up capital, 
reduce upkeep, or move somewhere that suits the next twenty years.

What’s inside
1. Moving somewhere you’ve never lived

2. Changing suburbs

3. Moving to your holiday home

4. Upsizing rather than downsizing

5. Holding on for too long

6. Being too short-sighted

7. Not trying before you buy

8. Getting the downsizer contribution wrong

9. Ignoring the Age Pension impact

10. Forgetting to update your Wills
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Before we start
Property is one of the trickiest issues retirees face.

After spending decades paying off the family home, many Australians reach retirement only to 
realise that a huge portion of their net worth is locked up in a house that generates no income.

The kids have moved out, leaving money tied up in unused bedrooms and living spaces. 
Downsizing done well can free up cash, strengthen retirement income, and maintain quality of life.

Done poorly, I’ve seen retirees lose hundreds of thousands of dollars, miss valuable tax-saving 
opportunities, and end up in homes that don’t suit their lifestyle.

1.

The romantic vision is compelling: “We’ll move to the coast, or Queensland, or Newcastle.” It sounds 
idyllic when you’re visiting on holiday, endless summer days, fresh air, a simpler pace of life.

But life is very different to a holiday lifestyle. Does it rain more frequently? Is it always hot? More 
importantly, what about your social network, your familiar GP, the shops you’ve known for years?

Loneliness and mental health are paramount in retirement. Uprooting to an unfamiliar place can 
undermine both.

Sea-change regret is incredibly common. Many retirees move, discover the reality doesn’t match 
the dream, and either move back (losing money on transactions) or live unhappily far from their 
support networks.

Moving somewhere you’ve never lived

2.

This is more nuanced than moving interstate. Even changing suburbs or sides of the same city 
carries similar risks to moving somewhere new.

We build communities and networks where we live, the coffee shops, the hair appointments, the post 
office, the familiar bank. These rhythms of life matter more in retirement than we often realise.

Often the best downsizing move is literally down the street from where you’ve lived. Your friends don’t 
have to change. You keep the same GP, the same routine, the same community. You release the 
equity you need without losing the threads that hold your social life together.

Most people don’t actively pursue relationships after moving far away. Proximity to existing social 
networks is one of the strongest predictors of happiness in retirement.

A smaller place in the same suburb, even if not architecturally perfect, is often worth far more than an 
‘ideal’ home in an unfamiliar area.

Changing suburbs
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3.

The Mornington Peninsula weekender. The surf shack. The lake cottage you’ve cherished for 
decades. We dream of spending retirement at the beach house, imagining endless relaxation and 
family gatherings.

It feels like paradise for a few weeks when family is around. But holiday homes aren’t designed for 
full-time living.

Basic services become challenging. Heating and cooling are often expensive or unreliable. Access to 
trades and services is limited, and problems take longer to resolve.

Hospitals and professional support reduce significantly. Local communities tend to be transient, 
making genuine connection difficult.

Many retirees end up holding onto their city home ‘just in case,’ costing thousands per year in 
maintenance and rates while the holiday home sits underutilised.

And then there are the renovations. Once you move in full-time, you’ll likely want to upgrade 
significantly, costs that erode the supposed benefits of moving.

Moving to your holiday home

4.

This is incredibly common given Australian property values. Retirees sell a $2 million family 
home and buy a $1.8 million apartment, then forget to account for stamp duty, legal costs, and 
moving expenses.

The real problem: the whole point of downsizing is releasing equity to strengthen retirement income. 
If you’re spending most of the proceeds on a new property, you’ve missed the opportunity.

Downsize to release capital. Don’t trade one expensive property for another slightly-less-
expensive property.

Upsizing rather than downsizing
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5.

This divides into two costly patterns: holding the family home past the point it makes sense, or 
holding a second home hoping the children might want it.

Maintenance costs and garden upkeep increase, especially if you’re not there full-time. 
Multiple unused bedrooms mean heating or cooling empty space. Everything (rates, insurance, 
maintenance) costs more as the house ages.

Many people keep five bedrooms because they love the memories embedded in them, not 
because the house serves their life. Downsizing needs to look beyond emotional attachment.

Investment properties held ‘for the kids’ are even costlier. Every year you delay downsizing is a year of 
retirement income left on the table.

Holding on for too long

6.

Don’t choose a home based on your needs today without thinking about the home you’ll need in 
15 years.

Stairs are manageable in your 60s. In your 80s, they’re a potential death trap.

A sprawling two-storey home might seem right when you downsize. But if you can’t afford to move 
again in 20 years, you might find yourself unable to navigate the house you’ve chosen.

Think about your likely needs across a 30-year retirement. Single-level living, proximity to services, 
and minimal maintenance become increasingly important.

Being too short-sighted

7.

This is difficult for lifelong homeowners. After 40 years of ownership, the idea of renting feels 
temporary or uncertain. But renting offers something invaluable: the chance to try before 
you commit.

Many retirees sell and immediately buy an apartment, often the easiest way to release equity. But 
are you actually ready for apartment living? Hearing neighbours through thin walls? Sharing lobbies 
with Airbnb guests? Managing body corporate politics and unexpected special levies?

Can you live in a smaller house? Do you prefer a quiet environment or ambient noise? What about 
outdoor space? The only way to genuinely test these questions is to rent for three months in the type 
of home you’re considering.

It’s a modest cost that can save you from a $500,000 decision you’ll regret.

Not trying before you buy
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8.

The downsizer contribution scheme is a powerful tool, but it has strict requirements. Many retirees 
make costly mistakes in their interpretation.

•	 Must be selling your principal place of residence (not an investment property)

•	 Must have owned the home for at least 10 years

•	 Must be aged 55 or over

•	 Can contribute a maximum of $300,000 from the sale proceeds

•	 Must make the contribution within 90 days of settlement, or you lose eligibility

•	 Can only use the downsizer rules once in your lifetime

•	 No upper age limit, you can use it at 80 if you haven’t used it before

•	 The contribution does not count towards your non-concessional cap, but it does count towards 
your transfer balance cap if you use it to start a pension

Some retirees use the downsizer rules when they don’t need to. If your total super balance is under 
$1.84 million and you have not already triggered a bring-forward, you could potentially contribute 
$390,000 per person under the standard non-concessional rules anyway, making the downsizer 
rules redundant. Above that, the bring-forward tapers, and no non-concessional contributions are 
permitted once your balance reaches $2.1 million.

Run the numbers with an adviser before committing to this strategy.

Getting the downsizer contribution wrong

9.

Your family home is exempt from the assets test for the Age Pension. But the moment you downsize 
and deposit that money into super or a bank account, it becomes assessable.

You can actually downsize yourself into a lower pension rate. In extreme cases, you might lose the 
Age Pension entirely.

This is where pension means-testing becomes crucial. The financial cost of not getting advice on 
this specific issue is often massive, potentially tens of thousands of dollars over retirement.

Every dollar you invest needs to be considered against your pension implications. Sometimes 
keeping capital in a lower-earning asset to preserve a pension is mathematically superior to 
maximising investment returns.

Ignoring the Age Pension impact
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10.

Downsizing changes your estate structure. You’re adding money to super (a non-estate asset) and 
potentially changing the composition of your assets significantly.

If your will still assumes a $2 million property is your main asset and divides bequests accordingly, 
you’ve created confusion and potential conflict for the next generation.

Major financial decisions like downsizing require a review and update of your estate planning 
documents. Don’t leave a mess for the people you love.

This is straightforward to fix but easy to overlook in the midst of moving house.

Forgetting to update your Wills

The bottom line
Downsizing is sold as a financial decision and lived as a personal one. The equity release is usually 
the easy part. Getting the location, the timing and the Age Pension consequences right is what 
separates a move that funds a comfortable retirement from one that quietly costs a few hundred 
thousand dollars.

If you take one thing from this guide, make it this: run the numbers before you list the house, 
not after you have accepted an offer. Almost every expensive downsizing mistake we see was 
reversible a month earlier.
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Let us guide you on your retirement journey 

Drew (on the left) and Jamie  
(on the right) have been 
advising and educating  
self-funded Australian  
retirees for two decades now.  

We work exclusively with self-funded retirees and pre-retirees. The simplest way to begin is our short 
questionnaire. It takes a few minutes, there is no cost, and it gives us the context to tell you something 
useful rather than something generic.

Ready to optimise your tax position before retirement? Contact Wattle today

This guide has been prepared by Wattle Partners Pty Ltd ABN 89 145 903 840, Australian Financial 
Services Licence 383169.

It contains general information only and does not take into account your objectives, financial 
situation or needs. Everyone’s situation is different, and what works for one person may not work 
for another. Before acting on anything in this guide, consider whether it is appropriate for your 
circumstances and seek advice from a licensed financial adviser.

Contact us Melbourne 
Level 4, 125 Flinders Lane 
Melbourne, VIC 3000

GPO Box, 2031 
Melbourne, VIC 3000

Sydney 
Level 3, 63 York Street 
Sydney, NSW 2001

T: +61 3 8414 2901
E: adviser@wattlepartners.com.au 
W: wattlepartners.com.au

https://start.wattlepartners.com.au/
tel:+61384142901
mailto:adviser%40wattlepartners.com.au?subject=
mailto:https://www.wattlepartners.com.au/?subject=

