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Game evolution model of housing reverse mortgage insurance market

DONG Pei-wu QIAO Kai CHENG Lu

School of Management and Economics Beijing Institute of Technology Beijing 100081 China

Abstract: Considering the current problem of insufficient supply and demand in China’s housing reverse mort—
gage insurance market this paper constructs a game model based on the supply and demand theory; analyzes
the dynamic strategy selection process of the old and the insurance companies by using evolutionary game
methods. This paper also studies the evolution path and evolution rules of the housing reverse mortgage insur—
ance market. The results from our analytic solutions and numerical examples show that the housing reverse
mortgage insurance market has two evolutionary stable equilibria: ( not applying not engaging) and ( apply—
ing engaging) when the cost income ratio of insurance companies is between O and 1 and the utility ratio of
the old is larger than 1; the initial acceptance of either the old or the insurance companies toward housing re—
verse mortgage insurance exceeding a certain threshold is the necessary condition that the market will evolve to
the ( applying engaging) equilibrium. The probability of the market evolving to the ( applying engaging)

equilibrium has a close relationship with the structure and parameters of the payoff matrix. The conclusion
presented in this paper can provide decision support for the government to formulate appropriate policies to
guide and promote the healthy and orderly development of the housing reverse mortgage insurance market.

Key words: housing endowment; reverse mortgage; evolutionary game



