
Home   All Journals   Social Sciences   Housing Policy Debate   List of Issues   Volume 29, Issue 6

 The Impact of the Regulation of LTV and ....

Volume 29, 2019 - Issue 6

Housing Policy Debate 

229

Views 

1

CrossRef citations to date 

1

Altmetric

Articles

The Impact of the Regulation of LTV and DTI

of Korean Policy Mortgage Loans on the

Loans for Household in Commercial Banks
Ji-Yong Seo 
Pages 990-1003 | Received 12 Mar 2019, Accepted 06 Jul 2019, Published online: 02 Sep 2019

 Cite this article   https://doi.org/10.1080/10511482.2019.1641732  

     

 

 Full Article  Figures & data   References  Citations   Metrics

  Reprints & Permissions  Read this article  Share

ABSTRACT

This study examined the effects of reinforcing the regulation of policy mortgage loans

on household loans provided by Korean commercial banks when the interest rate went

up alongside the climbing U.S. federal rate. The main results of this study are as

follows: First, regarding the soundness of the policy of tightly regulating loans, lowering

the loan-to-value (LTV) and the debt-to-income (DTI) ratios may increase the supply of

loans for households. The current study infers that the reduction of policy loans results

in expanding the housing loan supply in commercial banks. Second, the tight regulation

of mortgage policy led to a rapid increase in household loans. This evidence is related

to the theoretical underpinning that adjustment of loan portfolios in commercial banks

is made flexible according to external shocks. Third, an increase in the capital buffer in

commercial banks has a negative effect on the expanding supply of housing loans.

Therefore, activity above the capital buffer level is associated with the growth of risky
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loans. In conclusion, the tight regulation of policy mortgage loans may increase the

supply of mortgage loans within the household credit segment of commercial banks.
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