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Individual Housing Loan Decision and Mortgage Regulation Effectiveness

Ye Guangliang’ Deng Guoying” and Li Zhigang"

(‘a: Renmin University of China; b: Sichuan University; ¢: The University of Hong Kong)

Abstract: Using transaction-evel data on Chengdu housing market ( 2004—2006) we provide evidence on how central
monetary policies ( mortgage rates in particular) have affected the individual decision on the regional housing market of
China. Our empirical study demonstrates that the mortgage rate policy appeared to be much more effective. The evidences
show that the adjustments of long-term mortgage rate and short-term mortgage rate have effectively impacted individual
housing buyers’ loan decision: when the long-term mortgage rate increases by 0.1 percent point relative to the short-term
mortgage rate the probability of a buyer to choose short+erm mortgage loan increases by 8.4 percent. In order to address
the potential endogeneity problem in our estimation we utilize a natural experiment. In particular we identify the different
patterns of mortgage rates policy on commercial mortgage and on collective housing fund loan and use the later as a control
group. We also find down payment rate has not been strictly implementation by local banks.

Key Words: Financial Regulation; Mortgage Rate; Down Payment Rate
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