
KTH ROYAL INSTITUTE OF TECHNOLOGY
SCHOOL OF ARCHITECTURE AND THE BUILT ENVIRONMENT (ABE)

DOCTORAL THESIS IN
STOCKHOLM, SWEDEN 2009

Essays on risk and
housing

HAN-SUCK SONG

Academic Dissertation which, with due permission of the KTH Royal
Institute of Technology, is submitted for public defence for the degree
of Doctor in Technology on Wednesday the 28th October 2009, at 1:00
p.m. in V2, Teknikringen 76, KTH, Stockholm.



ISBN: 978-91-977302-4-2 | Trita-BFE 2009 : 87 | ISSN 1104-4101
http://urn.kb.se/resolve?urn=urn:nbn:se:kth:diva-11233

Abstract

There is a series of different types of risk on the housing market and related
industries.  The six papers in this doctoral dissertation are about a number of
the many dimensions of risk management on the housing market. The main
message of this thesis is that it should be possible for different actors in the
housing market to improve risk management. Indeed, the last years’ financial
turmoil has revealed that it should not only be possible, but also necessary, to
improve risk management at all levels of the economy: at household, corporate,
regional, national and international level. Although the complexity of the
environment in which we live and act makes it very difficult to predict and
quantify risk, the development of risk management techniques should make it
possible to better indentify, and reduce risk.

The first paper provides a systematic overview of a wide selection of
methods or strategies used in different countries to expand but also to maintain
home ownership among low income households. The second paper further
discusses mortgage and home equity insurance instruments discussed in
the first paper. This paper also discusses how a rental insurance policy, as
an alternative to traditional rent regulation, may be constructed. Paper 3
develops a formula that might be used in order to value the rental insurance
option discussed in paper 2. The fourth paper focuses on the housing building
sector by discussing potential benefits of strategic alliances that the different
actors in the housing construction market may establish in order to pool
resources and manage development risks. The challenge of constructing
reliable home price indexes has attracted scholars for many years. Paper 5
develops monthly quality-adjusted price indexes for condominiums (housing
cooperative apartments) based on a unique dataset covering sales in the whole
of Stockholm municipality from January 2005 to June 2009. Finally paper 6
pays attention to the large increase in housing cooperative conversions sine the
1990s, by deriving a closed-form valuation formula that might be used to value
the embedded option an owner of a multi-family rental property has to sell it to
a housing cooperative.
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