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I Abstract |

Based on the annual data from finance panel survey of the Korea Institute of Public Finance
(KIPF), this study examines the factors influencing households’ comprehensive decision to use the
reverse mortgage loan (RML). Detailed regression results show that supplemented pension incomes
through the three-pillar system, the life expectancy of the household head, price of the house
under the RML contract, and household head's perception of the welfare system have significant
effects on the decision to use the RML, whereas the household head’s risk aversion and perception
of the tax system have insignificant effects. This implies that the importance of RML as a potential
income source is reflected in the overall decision making: however, individual and subjective
factors frequently hinder rational behaviors regarding RML. The result further indicates that rather
than optimal decision making considering the necessity of old age income security, erratic
judgement on several subjective factors, unlike rational judgement on most objective factors, is
generally prevalent in the choice of whether to use RML. This property of inadequate rationality
in RML application is regarded to arise from the low level of utilization, which reflects a
deficiency in public interest in RML.
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