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Abstract

This paper examines the use of commercial bank mortgage loans to finance home purchase in transitional urban China. Making use of data derived from a household survey conducted in Guangzhou in 2005, this paper tries to unveil who use mortgage loans and who do not. Also analyzed is what drive urban residents to employ mortgage loans and the amount of loan borrowed. The results show that parents’ contribution significantly reduces the likelihood of seeking mortgage finance and, if mortgage loan is employed, reduces the amount of loan borrowed. Household income has similar effects. In contrast, housing price acts in the reverse direction. Using mortgage loans to finance home purchase in urban China mimics a wrestle between the family and the market. On the one hand, housing income and parents’ support push home buyers away from or less dependent on mortgage loans. On the other hand, the rising housing price is pushing them into mortgage loan market. 
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