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Mortgage Choice and lts Resulting Influence on Borrower’s Styles of Living
— Housing Finance and Residential Types from a Behavioral Economics Perspective —

Ch. Ryuji Kutsuzawa
Mem. Fumio Ohtake and Noriko Mizutani

The recent Japanese mortgage market is changing. While Fixed Rate Mortgage called Flat35 was introduced, private companies supplied various
types of mortgage. The study estimated the factors of mortgage choice, prepayment, refinancing and delay of payment by using the Instrumental
Variable and Proportional Hazard Model, etc.  Analysis of the results implies that the change of interest rate, risk tolerance and the type of residence
such as mobility influence mortgage choice and that the rise of interest rates causes the fall of housing demand. It also implies MBS investors are more

risk averse than stock investors, but that they put greater priority on profitability than bond investors.
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