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O
verview

This is the first paper to propose specific m
ethods for im

plem
enting a H

ealth 
Care Loan (H

CL) m
arket and to assess one’s financial viability

G
oals:

●
Create a m

arket w
hich is attractive to both high-risk and low

-risk investors
●

Create a m
arket w

hich can finance expensive drug costs
●

Correctly m
odel loan default rates - crucial to estim

ating the financial 
viability of H

CLs 



Solutions

●
U

se D
iversification and Securitization to attract 

both low
-risk and high risk investors

●
Estim

ate loan defaults probabilities using 
student loan and U

.S. Census data

●
R

un M
onte Carlo sim

ulations w
hich can be used 

to estim
ate financial viability of H

CL m
arkets 



Estim
ating P

robability of Loan D
efault

Create 3 separate m
odels for default probability

D
PI: debt-paym

ent-to-incom
e ratio (a random

 variable)

ṁ and Ṃ: m
odel param

eters
ᷪ: CD

F of the norm
al distribution







Sim
ulation: Structure and A

ssum
ptions

●
R

un 10 m
illion M

onte Carlo sim
ulations under each default probability function

●
A

ssum
ptions

○
12,500 patients (arbitrary)

○
$84,000 cost per drug and $40,000 loan (based on H

CV
 cure cost)

○
9.1%

 interest rate (aim
s for at least 15%

 return rate guarantee)
○

9 year repaym
ent term

s (m
axim

um
 term

 for w
hich $40,000 loan is viable)







Challenges and Lim
itations

●
Is it realistic to assum

e health insurers w
ill pay high up front costs?

●
H

igh U
.S. drug prices

●
Can’t help w

ith truly expensive drugs like gene therapies ($1 m
illion cost)

●
Still not w

ell suited for low
er incom

e households

●
W

as it right to m
ake default estim

ates based on student loan data?

●
Securitization is risky left unregulated


