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ABSTRACT

Due to the dramatic growth of house price in Taiwan after 1987, the homebuyers have to heavily rely
on the large proportion of mortgage to buy their house. There is, however, lack of research about mortgage
lending behavior of financial institutions, we know little about mortgage lending conditions in Taiwan. This
paper tries to investigate how does financial institution perform his mortgage lending. Whether the finan-
cial institution will consider the different characteristics of borrower, property, timing, and location which
gives different mortgage lending conditions. Furthermore, even in the same characteristics of property
condition, whether the valuation result and lending conditions will be different among the different bor-
rower, timing, and location.

This paper is based on empirical data of the Land Bank of Taiwan. The empirical results are interest-
ing which the property value factor dominates the factors of mortgage loan in the bahavior of the Land Bank
of Taiwan. There is little difference among the different characteristics of borrowers which is quite differ-
ent from the other western countries. In other words, the financial institution little consider the repayment
ability of the borrower in Taiwan. On the other hand, there is a biase of property valuation in the same
characteristics of property through different borrower, timing, and location. This will affect mortgage
lending conditions. This paper suggests the financial institution should more consider the repayment abil-
ity of the borrower and establish the unbiased license valuation system.
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