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A Study on Estimating Relative Risk Aversion Coefficients of Real Estate Asset Owners
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1. CONTENTS

(1) RESEARCH OBJECTIVES

This study analyzed the tendency of real estate asset owners on risks that must be
preferentially studied in order to enhance the efficiency of real estate policies and stabilize
real estate assets.

(2) RESEARCH METHOD

The estimation method is based on the theory of consumption based capital asset
pricing model (CCAPM), and relative risk aversion coefficients are measured using
CRRA utility function and habit utility function as utility functions representing the
level of expired utility of investors.

(83) RESEARCH FINDINGS

The risk premium and relative risk aversion coefficients turned out to be higher
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after the global financial crisis in 2008 than before in most age groups. This result
may be due to the greater tendency of risk aversion.

2. RESULTS
Relative risk aversion coefficients were estimated from all households owning real
estate assets, and analyzed by age.

First, for the CRRA utility function, relative risk aversion coefficients were lower
in 2012 than 2008 among people in their 20s and 50s, whereas they were higher among
those in their 30s, 40s, 60s and 70s or above.

For the habit utility function, relative risk aversion coefficients were high in all age
groups except the 50s. Yet, coefficients for all households were lower in 2012 than 2008.

It is necessary to provide differentiated real estate policies according to the tendency
of risk aversion by age group in order to effectively make real estate policies.

3. KEY WORDS
* Relative Risk Aversion Coefficient, Real Estate Wealth, CCAPM, Risk Premium,
National Survey of Tax and Benefit
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