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The Determinants on the Default of Residential Mortgages of
the Life Insurance Industry
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ABSTRACT

To cope with the “default” regulation in the Statement of Financial Accounting Standards
No. 34 (FAS 34), this study analyzes the significance of variables on residential mortgage
default in the life insurance industry. We introduce variables associated with contract
effectiveness to explore the impact of the termination of life insurance contracts on mortgage
default. The empirical results from the logistic regression model indicate that the status of life
insurance contracts, together with previous significant variables on mortgage default from the
banking industry, are significant in determining the default behavior. We conclude that signals
from the suspension or termination of life insurance contracts can serve as leading indicators
for default on the mortgage loan portfolio in the life insurance industry. Furthermore, the life
insurance industry could differentiate credit ratings between urban and rural areas or among
different collateral regions according to various significant determinants.
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PaK FFak S350 B Pr > Chi-Sq.
HIETH -0.7071 0.2758

R ]Es X, TGKEE(%) 0.0110 <0001 #

X, ERIAH) 0.0163 <0001 %%

Xy  JGKH@&E 0.1010 <0001 %%

X,  JEGEEER 0.1639 0.0003%3*

(EEONEE Xs R -0.0312 <0001
X, B 0.0487 0.2398

X,  HFAE=0 0.0895 0.0179%x

Xy  FRTiS<ofFHERE 0.2359 0.5128

X,  ISUAIREE 0.1327 <0001 %%

fEs = Xy RFEHREEI (%) 0.1549 <0001
X, O 0.0292 0.1872

X, REEER 0.6131 <0001 #

Xy ik 0.6610 <0001 %%

X,  REEHEIARDIMNERR 0.3740 <0007

YEORALIRIER X;s  RBERGEE) 00111 <0001

Xe  PERALERT 0.1171 <0001 %

X, BRI 0.4973 <0007 %

X,y  FEEHLg) -1.0918 <0001 %%

HE ARSI B Xy REEBERER%) -0.0208 0.0008%#

Xy — EEMEGRAIEE(%) 0.1604 <0001 #%%

FE e RO REAE ME 1 /K HE o FORBAE MEES B KHE 5 #ROREEEMEE10%/KHE -
PRI JE\Br o BT B RS A E L SERT RS o (DTS <ORRHER: « HEghS R AN - 2R T

Fife<ofEHE2E | R TEFTE>IEMERE | BRERAEN - RIS EE IR A
B - KRR ATSR (R HUOERY S B - R MBI T FTSLL » (payment to income

ratio)  (S)MEUAIRGE : BiFE HANEHE R IER - BBE F IR IE LIRS E HRAS 5B A E
# » BHTEIA K Deng et al.(2005b) KzDeng & Liu(2009) 585 SAH -
3. R

(DRZERBER « 25 HARGHE R IR - RRAERBEHRESEAE 5B ER - H
THHIFS AL - BEdSmith et al.(1996) ~ Capozza et al.(1997) ~ Deng(1997) ~ Deng et al.(2000)
Lin(2004) ~ M7=48 BLHEARHE(2005) fzDeng & Gabriel2000)WFZEREFARRT () SR * FEFRA
B DUBGRAYELES - SR BaRnigE - RRERANZ Fm R 2 BRT RN 2 LA
THMIRAR o B2 8K » KIHLASSRAEERE - Q)@ tiFak « # HARGHE R » RoRE sy
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KA NERAHLUINZBEHETER

ot Ayl FNERLLAN

% ¥ fhiEHE(B) Pr> Chi-Sq. fliEHE(B) Pr> Chi-Sq. filizHE(B) Pr> Chi-Sq.
Intercept 28616 <0001 28167 <0001 14475 09353
JBGRAE(X ) 00108  <0001*%* 00110 <0001*%% 00116  <.0001%%*
FRRIAX,) 00146  <0001*%% 00132 <.0001*** 00192  <.0001%%*
KR X,) 0.1062  <0001*%*  0.1233  <.0001*** -0.0595 0.1404
JBGRFERI(X,) 0.1897  <0001***  0.1541  0.0076%%* 02143  0.0041%**
R (XS) 200349  <0001*** -00339  <.0001*** -0.0343  <.000]%%**
ELIE(Xs) 0.0907  0.0280**  0.0898  0.0710% -0.0688  0.3553
FrE=0(X;) 0.1255  0.0008*%*  0.1819  <.0001*** 00122  0.8958
SEFTS <OREHE 72 (X ) 0.3007  0.4042 02042  0.5722 47147 0.9590
ISR RE(X,) 0.1012  <0001*%* 00920 0.0018*%* -0.1655  0.0003%**
RIERBEIR(X,,) 02086  <0001*¥% 02050 <.0001***  0.1991  <.0001%%*
TEERI(X ) 00119  0.5842 0.0205 04313 0.0032  0.9361
TEER(X ) 0.6179  <0001*%*  0.6061  <0001*% -0.6160  <.0001%%*
BRI 0.6646  <0001*%% 07086  <.0001*** -0.5472  <000]%%*
REEHEIADIAMNE(X,,) 04043 <0001%* 04136 <0001*** -03566  0.0046%%*
JRER (X s) 0.0034  0.1375 0.0020 0.4738 00123  0.0065%%*
FEIE R (X ) 00188  0.0023** 00149 0.0416%*  -0.0268 0.0195%*
FEHETRGEIORIR (X ) 02466  <0001%%* 02363 <0001*% 02621  <.000]%%**
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INERLLNZ PE DR AL ERR LAY T NED ) HE S BEAER - BRI TNER L & TRMEZEM ) Al
INFRLLSN S sE R - M SRR SR TR R - &N E G T S TR B SR
MR E RS EMNEEAE RN T RE, AR TR B e RS
TONHED ) B TAEZ @SS 1M - Hdr /KSR E A IS » iELER B
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2 ¥ ot ABIE& CDI& EFl&
GERRB(X ) 0.0108%* 0.0102% % 0.0080% 0.0075% %
FPRIAX,) 0.0146%%* 0.008 1% 0.0150%%* 0.0206%*
JBGRHERX) 0.1062%%* 0.1456% 0.1562% %% 0.0663
HGIRFERI(X,) 0.1897%*x 0.3035% 0.2296% 0.2507%%*
FHEX,) 003493 -0.0361 %%+ -0.0459% -0.0445%
ELFE(X,) 0.0907% 0.0692 0.2045% % 0.1264*
HEFT5=0 (X,) 0.1255%% 0.435] %% 0.16971 % 0.1406*
RS <ORTHE 22 (Xs) 0.3007 1.3000%3% -1.353 1%k -1.3473 k5
ISIRARRE(X,) 0.1012%%%* 0.1890%* 0.0449 0.2335%%*
I SERBEHR(X ) 0.2086%* 0.0693 0.1868%* 0.1944% %
TERAI(X ) 0.0119 0.1006 0.0091 -0.0219
(X)) 0.6179%#% 0.6265% %% 0.5507%%* 0.6363 %
TERIEX ) 0.6646%5* 0.8228 % 0.6777%%* 0.6822%#
REfERIHR DISNE TR (X ) 0.4043 %3 0.3349% 0.2185%% 0.1486
BHER(X,5) 0.0034 -0.0156% 0.0097%* 0.014 1%
IR (X ) 00188 -0.0292 -0.0218%# -0.0274%
FEHEFREORER (X)) 0.2466% 00125 0.1516%%* 0.2287% %
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®
AIAS 39, International Accounting Standard 39 ~ IFRS 9, International Financial Reporting
Standard 95 °
FRRBRHT T ] 2 L2 (2016a) K ZiiH{2 (2016b) ©
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oy 2011 2012 2013 2014 2015 2016 2017 2018
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