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A Comparison between Fixed-Rate and
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ABSTRACT

We examine the fitness of fixed-or adjustable-rate reverse mortgages(RM) programs for various
gender-age groups of retirees in Taiwan. RM programs allowsenioror retirees to exchange their
house equity fora stream of level cash flows to cover their living expenses. We use the Taiwan 2008
Life Expectancy Database and simulate house prices and interest rates to estimate the annuitiesand
the maximum loan to value for different gender-age groups if either RM program is adopted. While
accounting for the mortgage insurance premium structure, we evaluate each RM program based
upon the monthly payments the senior receive and the total annual loan costs (TALC) they pay. The
results show that the elders receive more monthly payments, and female over 90 years old receive
more monthly payment than the male counterparts while the reverse is true if the female are below
90. The TALC (or monthly payments) of the adjustable-rate RM is lower (are higher) than the fixed-
rate RM given the same gender-age group except for the female-95 group.

Key words: reverse mortgage, fixed-rate reverse mortgage, adjustable-rate reverse mortgage,
total annual loan costs
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AGE Gender life expectancy LTV LSUM B1 LSUM(1-B1) FPMT
65 male 208 0.52 310.36 38.70% 190.25 1.31
female 242 0.46 276.76 37.09% 174.11 1.06

70 male 167 0.59 35598 36.50% 226.05 1.83
female 194 0.54 325.08 34.52% 212.86 1.53

75 male 132 0.67 399.61 34.45% 261.94 2.55
female 150 0.63 37545 32.51% 253.39 2.21

30 male 101 0.74 44235 32.80% 297.26 3.59
female 112 0.71 426.66 31.15% 293.75 3.23

35 male 76 0.80 479.69 30.65% 332.67 5.09
female 81 0.79 472.19 29.42% 333.27 4.83

90 male 58 0.85 507.78 26.17% 374.90 7.44
female 56 0.85 509.38 26.50% 374.39 7.49

95 male 42 0.89 532.26 17.73% 437.89 13.34
female 40 0.90 537.13 18.40% 438.30 13.63
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AGE Gender life expectancy LTV  LSUM B2 LSUM(1-B2) APMT
65 male 208 0.52 31036 25.35% 231.69 1.59
female 242 0.46 276.76 21.87% 216.24 1.48
70 male 167 0.59 35598 25.80% 264.13 2.14
female 194 0.54 325.08 22.89% 250.67 2.03
75 male 132 0.67 399.61 26.05% 295.51 2.88
female 150 0.63 37545 2391% 285.68 2.78
30 male 101 0.74 44235 26.40% 325.57 3.93
female 112 0.71 426.66 25.13% 319.44 3.85
35 male 76 0.80 479.69 26.15% 354.25 5.42
female 81 0.79 472.19 25.56% 351.50 5.38
90 male 58 0.85 507.78 23.40% 388.96 7.72
female 56 0.85 509.38 23.50% 389.67 7.73
95 male 42 0.89 532.26 16.75% 443.11 13.50

female 40 090 537.13 17.11% 445.23 13.56
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AGE Gender B1 PVMIP+RESV PVEC (PVMIP+RESV)/PVEC
65 male 38.70% 142.82 142.61 1.0014
female 37.09% 139.24 139.18 1.0005
70 male 36.50% 133.75 133.57 1.0013
female 34.52% 129.03 128.78 1.0020
75 male 34.45% 125.15 124.84 1.0025
female 32.51% 120.15 120.10 1.0005
30 male 32.80% 117.63 117.37 1.0022
female 31.15% 113.40 112.94 1.0040
35 male 30.65% 108.70 108.41 1.0027
female 29.42% 105.23 105.00 1.0022
90 male 26.17% 92.73 92.52 1.0023
female 26.50% 93.72 93.38 1.0036
95 male 17.73% 64.41 64.14 1.0041
female 18.40% 66.36 66.08 1.0043
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AGE Gender 32 PVMIP+RESV PVEC (PVMIP+RESV)/PVEC
65 male 25.35% 98.46 98.37 1.0009
female 21.87% 87.12 86.95 1.0020
70 male 25.80% 98.36 98.33 1.0003
female 22.89% 89.03 88.85 1.0020
75 male 26.05% 97.64 97.26 1.0039
female 23.91% 90.67 90.57 1.0011
30 male 26.40% 96.84 96.53 1.0032
female 25.13% 92.81 92.53 1.0030
85 male 26.15% 94.12 93.89 1.0024
female 25.56% 92.18 92.15 1.0003
90 male 23.40% 83.84 83.61 1.0028
female 23.50% 84.06 84.01 1.0006
95 male 16.75% 61.15 61.08 1.0011
female 17.11% 62.32 62.11 1.0033
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AGE65 AGE70 AGE75 AGES80

n FRM ARM FRM ARM FRM ARM FRM ARM
24 0.05964 0.05311  0.04883  0.04443  0.03993  0.03711  0.03251  0.03079
48 0.02301 0.02069 0.01920 0.01771  0.01622  0.01529  0.01382  0.01328
72 0.01464 0.01341 0.01263  0.01186  0.01109  0.01062  0.00988  0.00961
96 0.01138 0.01060  0.01011  0.00963  0.00916  0.00887  0.00841  0.00825
120 0.00976 0.00922  0.00888  0.00854 0.00821  0.00802  0.00770  0.00759
144 0.00884 0.00843  0.00818 0.00793  0.00768  0.00754  0.00731  0.00722
168 0.00825 0.00793  0.00774  0.00754  0.00735  0.00724  0.00706  0.00699
192 0.00786 0.00760  0.00744  0.00728  0.00713  0.00704  0.00689  0.00684
216 0.00758 0.00737  0.00723  0.00710  0.00698  0.00690  0.00678  0.00674
240 0.00738 0.00719  0.00708  0.00697  0.00686  0.00680  0.00670  0.00666
264 0.00722 0.00706  0.00696  0.00687  0.00678  0.00672
288 0.00710 0.00696  0.00687  0.00679  0.00671  0.00666
312 0.00700 0.00688  0.00680  0.00673
336 0.00692 0.00681  0.00674  0.00668
360 0.00686 0.00676  0.00670  0.00664
384 0.00680 0.00671
408 0.00676 __ 0.00667

AGES5 AGE90 AGE95

n FRM ARM FRM ARM FRM ARM

24 0.02646  0.02553  0.02150  0.02110  0.01635  0.01627

48 0.01194 0.01166 0.01045 0.01033  0.00894  0.00892

72 0.00895 0.00881  0.00821  0.00816

96  0.00784 0.00776  0.00740  0.00736
120 0.00731  0.00726 ~ 0.00701  0.00699
144 0.00702  0.00698
168  0.00684  0.00680
192
216
240
264
288
312
336
360
384

408
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AGE®65 AGE70 AGE75 AGES0

n FRM ARM FRM ARM FRM ARM FRM ARM
24 0.06725 0.05546  0.05447  0.04596  0.04365 0.03794  0.03459  0.03117
48 0.02579 0.02152  0.02117  0.01823  0.01745 0.01556  0.01448  0.01340
72 0.01614 0.01385 0.01366  0.01212 0.01172  0.01076  0.01021  0.00967
96 0.01234 0.01088 0.01076  0.00980  0.00955  0.00895 0.00862  0.00828
120 0.01044 0.00941  0.00933  0.00866 0.00849  0.00807  0.00784  0.00761
144 0.00934 0.00857 0.00851  0.00801 0.00788  0.00758  0.00741  0.00724
168 0.00865 0.00805  0.00800 0.00761  0.00751  0.00727  0.00714  0.00701
192 0.00819 0.00769  0.00765  0.00734  0.00726  0.00707  0.00696  0.00685
216 0.00785 0.00744  0.00741  0.00715  0.00708  0.00692  0.00683  0.00675
240 0.00761 0.00726  0.00723  0.00701  0.00695  0.00682  0.00674  0.00667
264 0.00742 0.00712  0.00709  0.00690  0.00685  0.00674
288 0.00728 0.00701  0.00699  0.00682  0.00678  0.00667
312 0.00716  0.00692  0.00690  0.00675
336 0.00707 0.00685  0.00684  0.00670
360 0.00699 0.00679  0.00678  0.00666
384 0.00692 0.00674
408 0.00687  0.00670

AGES85 AGE90 AGE95

n FRM ARM FRM ARM FRM ARM

24 0.02726  0.02565 0.02143  0.02107  0.01621  0.01624

48  0.01219 0.01169 0.01043 0.01032  0.00890  0.00891

72 0.00907  0.00883  0.00820  0.00815

9  0.00792  0.00777  0.00739  0.00736
120  0.00736  0.00726  0.00701  0.00699
144 0.00706  0.00698
168  0.00687  0.00681
192
216
240
264
288
312
336
360
384

408
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