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A Study on the House Price Assumptions for House-based Annuities
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ABSTRACT
1. CONTENTS

(1) RESEARCH OBJECTIVES

While the reverse mortgages in Korea have been sold to supply pension to residents, the house
price has been calculated independently of their residential areas. However, development of area and
housing type would influence the house prices. This study analyzes the impact of factors in house
price on the profits of house-based annuity products.

(2) RESEARCH METHOD

This study adopts data mining analysis to estimate the house prices.

(3) RESEARCH FINDINGS

This research shows that residential area and house type can give influence on the house price.
The amount of annuity should be different according to the residential area and house type of the
annuitants. Also the profit from house-based annuity business can be influenced by changes in the
factors of house price such as residential area and house type.
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2. RESULTS

This research finds that the amount of annuity and the profit from house-based annuity business
can be influenced by region-specific and house type in South Korea.

3. KEY WORDS

* House-based annuities, Reverse mortgage, Risk management, GBM model, Longevity risk
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