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ABSTRACT

Strategic Plans for the Activation
of the Housing Finance Market

— Focused on the Activation of Mortgage Loan —

LEE, KANG-EUN

Major in Real Estate Finance and
Investment

Graduate School of Real Estate
Hansung University

The domestic housing credit market has recently seen the
expansion of the market, mainly caused by harsh competitive housing
loan of financial institutions and housing business boom, based on
low-interest rate policy and finance liberalization. If the true purpose of
the housing policy lies in supporting houses for the low-income class
and in stabilizing the housing market, then the current expansion will
be desirable, and for this, more than anything else, the housing credit
market is to be sustained and stable.

Such sharp increased housing credit, however, has led to some

negative effects such as a high rise in apartment price and to a
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dangerous level of household debt, which is all considered a potential
threatening factor in the Korean economy. What is worse, if the value
of assets falls dramatically or the interest rate continues to rise in
the-not-too-distant—future, then the burden of the repayment of
interest of households will increase and the pressure on the repayment
of advanced money will also be sure to rise, which in turn, threatens
profitability as well as soundness of financial institutions with high
lending for housing. In that sense, it is needed to minimize the effects
of such possibilities on the whole economy and to raise a healthy
housing credit market.

In this study, I researched housing credit volume, types and level
of interest for lending, the structure of lending maturity, kinds of
lending repayment and the scale of the housing mortgage bond market,
and I analyzed the relevant overseas cases and their characteristics,
operations and their influence on the domestic housing finance market,
and finally sought enhancement measures to activate the housing

finance market.

In the aspect of the measures for the activation of the domestic
housing finance market, I suggested mortgage activation and housing
finance policy for the activation. In terms of the mortgage activation
measure, fixed rate mortgage, instead of variable rate which puts
tremendous risk on the low income class, should be applied and
expanded, and reverse mortgage loan to deal with the aging society
should be activated, and mortgage insurance also should be introduced
and finance education for the general people should be progressed by
the Government for their easy access to the information of mortgage

loan and various mortgage goods.

From the viewpoint of housing finance policy, the current strict
loan conditions of housing for the low-income people have to be rather

mitigated and systematic and effective marketing skills of housing
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credit are needed and real estate-related service industry should be
also brought up along with reasonable and fair tax assistances.

Housing finance for the general people is socially and
economically very important, but it is true that the domestic system is
very hard for them to use it and the period for purchasing a house is
relatively long compared to that of advanced countries. We have seen a
structure which has made it very difficult to purchase houses because
of insufficient financial support and absurd house price Wwhen
considered GNP. Under the circumstance, in order to develop the
domestic housing finance market, mortgage market should develop,
which will ultimately contribute to the enhancement of asset soundness

of financial institutions and to their asset operations and raising funds.

From this, if applying measures mentioned on this study for the
stable and effective mortgage loan, we could expect the activation of
the mortgage market and achieve the purpose of the stabilization and
activation of housing finance market as well, and furthermore, that will
be surely led to stable house price and burden-mitigation of the people
who need housing finance. And the Governmental aid for the
development of the mortgage market is very important but it should be
done within a limited range, because excessive intervention by the
Government could be a hindrance to the normal development of the

financial market.
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