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An Analysis on Determinants of Termination of Reverse Mortgage Considering

Characteristics of the Subscriber
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Abstract

The purpose of this study is to analyze the factors affecting termination of reverse mortgages (RMs). Subscribers' infor-
mation was extracted from July 2007 to June 2016 from DB of the Korea Housing Finance Corporation, and an empirical
analysis was carried out using the binary logit model. The results of the empirical analysis found that first, among the indi-
vidual characteristics, gender, age, cohabitation family, and subscription period were statistically significant. Among these
variables, except for cohabitation family, the other variables were estimated to increase the probability of RMs termina-
tion. Second, among the housing characteristics, region and housing price were statistically significant. Of these, housing
price was estimated to increase the probability of RMs' termination. Third, payment method, payment type, debit balance,
amount of monthly payment, and withdrawal of priority variables that make up the contract characteristics were all
statistically significant. Moreover, if there was a withdrawal of priority, it was estimated to increase the probability of the
RM being terminated. Based on the results of the empirical analysis, it is felt that methods such as system improvement
and active marketing are needed to prevent the termination of RMs and to induce continuous subscription.
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Table 1. Summary of dependent and independent variables
Classification

Dependent variable

Variables

Termination of reverse mortgage
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Variable explanation

1:Yes, 0: No

Gender (al) 1: Male, 0: Female
Age (a2) Year's old
Individual characteristics s i h ,
(I0) pouse (a3) 1: Not have, 0: Have
Cohabitation family without spouse (a4)  1: Have, 0: Not have
Subscription period (ab) Month
Region (b1) 1: Capital region, 0: Non-capital region
Independent Housing characteristics ‘ ‘ o
variables (HO) Housing price (b2) 1 million won

Housing type (b3)

1: Apartment, 0: Etc.

Payment method (c1)

1: Tenure (general), 0: Etc.

Payment type (c2)

1: Fixed amount, 0: Etc.

Contract characteristics

Debit balance (c3)

T million won

(€O

Amount of monthly payment (c4)

100 thousand won

Withdrawal of priority (c5)

1: Yes, 0: No
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Table 2. Descriptive statistics of variables

Classification Variables  Frequency Percent
0 14,546 4490
al
1 17,851 55.10
0 12,384 38.23
IC a3
1 20,013 61.77
0 7,586 23.42
a4
1 24,811 76.58
o 0 23,508 72.56
1 8,889 27.44
HC
0 27,360 84.45
b3
1 5037 15.55
: 0 22,621 69.82
c
1 9,776 30.18
0 23,457 72.40
cC c2
1 8940 27.60
0 6,112 18.87
ch
1 26,285 81.13
Classification Variables Mean S.D. Min Max
IC a2 777 6.88 51 99
ab 3416 2584 1 108
HC b2 282.45 164.28 12.15 900
c3 56.06  60.45 0 554.95
CcC

c4 9.96 6.28 0.44 51.7
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Table 3. Good of fitness of binary logit model

Test Chi-Square Df Pt>ChiSq
Likelihood ratio 4,645.44 13 <.0001
Score 4957.35 13 <.0001
Wald 323277 -1 <23

Table 4. Results of determinants of termination of reverse

mortgage
Maximum likelihood estimates
Variables Odds ratio
Estimates  Standard error
Intercept -9.5093*** 0.4482 -
al 0.1459%+* 0.0509 1.157
a2 0.0759** 0.0058 1.079
IC a3 0.0642 0.0535 1.066
a4 -0.3158*** 0.0628 0.729
ab 0.0732%** 0.0015 1.076
b1 -0.4142%* 0.0536 0.661
HC b2 0.0077%* 0.0005 1.008
b3 -0.0440 0.0597 0.957
cl -0.5704*** 0.0731 0.565
c2 -0.3484%** 0.0532 0.706
cC c3 -0.0418%** 0.0011 0.959
c4 -0.0468*** 0.0120 0.954
c5 0.5080*** 0.0848 1.662

Note) ***: p<0.01
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