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The effects of DTI, LTV, and Contract Types on the
Delinquency of Loans Secured by Residential Property

Seok-Kyun Hur

The housing finance market of Korea is deemed to be wvulnerable to external risks.
Combined with high burden of household debts, it may jeopardize the whole financial system.
This study, based on this perception, identifies major determinants of loan delinquency from
individual lending data. Compared with the existing empirical research on the same issue, the
paper distinguishes itself by including loan characteristics as well as DTI and LTV for
explanatory variables. The loan characteristics are proxied by maturity, payment, and the level
and the variability of interest. Empirical results confirm that high levels of LTV and DTI both
raise the probability of delinquency whereas a long-term amortizing mortgage tends to lower
the probability. These results provides support that the government programs taken since
2000s, such as setting DTI ceilings and propagating long-term amortizing mortgage programs,

should be pursued in the same direction.

Key words: LSRP, Delinquency, Bullet Mortgage, Amortizing Mortgage, LTV, DTI
JEL Classification: D12, D14, Gl11
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