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Abstract

Parents may assist their children’s dream of homeownership by using monetary transfers.
However, how do parents react when governments also provide homeownership assistance
programs? The purpose of this paper is to empirically examine this question, using a sample of
the Japanese home-buying households who enjoyed a mortgage tax deduction as a model case.
At the empirical stage, we first apply both probit and tobit models because there are
households who do not receive parental transfers. Probit model attempts to capture the
extensive margin (the probability of receiving transfers), while tobit model tries to consider
the intensive margin (the size of transfers). Second, to consider a problem of potential
endogeneity of deduction, we apply an instrumental approach as well. A diagnosis test,
however, suggests that there is no endogeneity. Empirical results appear to indicate that
mortgage tax deduction has a tendency to crowd out parental transfers on both the extensive

and the intensive margins.



