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Study on Risk Aversion Methods of Housing Reverse
Mortgage Loan with Right of Redemption

LIN Feng', SUN Pei-liang®? , WANG Yue-fen', JI Xin-miao®
(1. School of Science, Zhejiang Sci-Tech University, Hangzhou 310018, China;
2. Zhejiang Police Vocational Academy, Hangzhou 310018, China;
3. Zhaohui Branch, China Everbright Bank, Hangzhou 310000, China)

Abstract: Aiming at the shortcomings of the option method, this paper adopts the actuarial method to
measure the risk of housing reverse mortgage loan with the right of redemption, and develops two risk
aversion methods (re-pricing and re-insurance) , establishes an actuarial re-pricing model which takes into
account of house price risk, interest rate risk and the risk of life, and a rate model including risk
measurement method, the initial premium and premium in each stage. Besides, this paper takes Hangzhou as an
example and compares risks and pricing under three risk aversion methods (the options-actuarial method, actuarial
method and re-insurance method). The re-insurance method reflects the broader market prospect advantage.

Key words: housing reverse mortgage loan; actuarial method; risk aversion methods; contrastive
analysis; redemption
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