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Household Mortgage Debt under Low Interest Rate Economy:
Evidence from Loan Contract Data in Japan

Mamoru Naganot Yong-Ho Yeomj;

Abstract

This paper investigates determinants of the household leverage level focusing on the individual
household appetite toward external borrowing in addition to residential mortgage market factors
and financial institution aggressiveness toward the mortgage loan market. Based on the various
analyses of 27,000 sample household mortgage loan contract data in 2001-2010, we derive the
following conclusions. First, the lower income households have higher interest rate risk
preferences and these households consequently have higher mortgage loan leverages. Second,
both the residential real estate price and the secondary residential mortgage market liquidity
positively influence the level of household leverage. Third, the more competitive the regional
residential mortgage loan market is, the more aggressively financial institutions there promote
residential mortgage loan business. As compared to the related literatures of the U.S. household
debt analyses, this paper concludes the first determinant, i.e., household appetite toward external
borrowing, is also the major factor that influences the level of household leverage under
long-term low interest rate economy such as Japan.
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