
    
    
    
        
            
            
                
            

            
        
    


    
        Skip to main content

        
        

        
            
                Advertisement

                

            

        

        

    
    
        
            
                
                    
                        [image: SpringerLink]
                    
                
            
        


        
            
                
    
        Log in
    


            
        
    


    
        
            
                
                    
                        
                            
                        Menu
                    
                


                
                    
                        
                            Find a journal
                        
                    
                        
                            Publish with us
                        
                    
                        
                            Track your research
                        
                    
                


                
                    
                        
                            
                                
                                    
                                Search
                            
                        

                    
                    
                        
 
  
   
  Cart
 


                    
                

            

        
    






        
            
                
                    
                        
                    

                
                
                    
[image: Book cover]


International Conference on Large-Scale Scientific Computing
LSSC 2013: Large-Scale Scientific Computing
                                        pp
                                         593–601Cite as






                

                
    
        
            	
                        Home



	
                        Large-Scale Scientific Computing

	
                        Conference paper


                                Numerical Method for Solving Free Boundary Problem Arising from Fixed Rate Mortgages

                                	Juri D. Kandilarov18 


                                	Conference paper
	First Online: 01 January 2014



                                
                                    
    
        
            	
                        1264 Accesses

                    


        

    



                                


                                
    
        
            
                
                    
                

                
                    
                        Part of the book series:
                        Lecture Notes in Computer Science ((LNTCS,volume 8353))
                    

                

            

        

    

                                
                            

                        
                        

                            
                                
                                     Abstract
In this paper a mortgage contract with a given duration and a fixed mortgage interest rate is considered. The borrower is allowed to terminate the contract at any time at his choice by paying off the outstanding sum to the issuer. The mathematical model leads to a free boundary problem where the moving boundary is the optimal time of termination. A new numerical method, based on the immersed interface method (IIM) and integral representation of the solution is proposed. Using Thomas algorithm the nonlinear equation for the free boundary position is obtained and solved iteratively. Numerical analysis is presented and discussed.
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