
Global Trends in Housing 
Finance 

Dr. Michael Lea 

Cardiff Consulting Services 

for 

International Union for Housing Finance 

World Congress 

June 26, 2017 



Outline 

 Major Trends in Housing Finance 

 Developed economies 

 Emerging markets 

 Why Are Emerging Market Housing 
Finance Systems So Small? 

 Obstacles to expansion of housing finance 

 Approaches to increasing housing lending 

 

3 



Global Mortgage Debt 

Source: HoFiNet 
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Developed Country Trends: 
Monetary Policy and House Prices 

Source: Federal Reserve Bank of St. Louis 5 



Developed Country Trends: 
Monetary Policy and House Prices 

Source: Ratehub.ca 
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Source: Global Property Guide 

Source: IMF 



Developed Country Regulatory 
Trends 

 Canada 
 Max term reduced from 40 to 25 years 

 Minimum 5 percent downpayment for purchase 

 Minimum 20 percent downpayment for refinance 

 Max mortgage debt service ratio 39%; total debt 44% 

 Govt. insurance limits: by house price and total CMHC in force 

 Europe Mortgage Credit Directive 
 Enhanced disclosure (standardized information sheet) 

 Ability to pay assessment 

 Right of early repayment 

 Right to convert foreign currency mortgage 

 Most European countries have max 80% LTV but few have DTI 
limits (Lunde and Whitehead 2016) 
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US Regulatory Trends 
 Government Still 

Dominates Mortgage 
Funding (70%+) 

 No progress on 
restructuring GSEs after 
govt. takeover in 2008 

 Partial Regulatory 
Tightening 

 Qualified mortgage max 
43% DTI 

 Limits on product features 

 But no limits on LTV 
 97% LTV loans still common 

 

 

 

 

 

 

 

 

 

 Partial Underwriting 
Tightening 

8 



Emerging Mortgage Markets 
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Why Are Emerging Country 
Mortgage Markets So Small? 
Does Your Market Have . . . 

 Macroeconomic Stability 

 Relatively low and stable inflation and interest rates 

 Legal and Regulatory Support for Mortgage Lending 

 Land and lien registration; ability to foreclose 

 Affordability, Formal Income And Credit Assessment 

 House price to income <5; high percentage in formal employment; 
credit bureaus and ability to document income  

 Ability to Assess Collateral Value 

 Professional appraisers; Transactions data; secondary housing market 

 Long term funding – government bond yield curve 

 Competitive financial markets 

 Do non-government lenders have a significant market share? 
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Macroeconomics: Nominal 
Interest Rates 
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Source for all: Global Property Guide 



Necessary Legal Infrastructure 

 Mortgage finance depends on enforceable liens 
on property pledged as collateral 

 Differentiates mortgage from unsecured credit 

 Is real property registered? 

 Who owns the property? 

 How long does it take and at what cost? 

 Are liens registered? 

 Are there existing liens on the property? 

 How long to register and at what cost? 

 Can mortgage liens be enforced? 

 How long does it take and at what cost? 
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Property Registration 

Source: World Bank Doing Business 2015 13 Result: 70% of land in emerging markets unregistered 



Enforcing Contracts 

Source: World Bank Doing Business 2015 14 



Mortgage  
Foreclosure 

 Many emerging 
markets have high 
cost and time to 
foreclose 

 

Source: World Bank: Financing Homes:  

Comparing Regulation in 42 Countries 2008 
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Obtaining Credit 

Source: World Bank Doing Business 2015 16 



Long Term Funding and 
Lender Risk 

 Retail Deposits (short term) Still Fund the Vast 
Majority of Mortgages 

 Only Denmark and the US primarily fund through the 
capital markets (covered bonds; securitization) 

 Residential securitization mainly in countries with guarantees 

 Covered bonds fund 27% of European mortgages 
(>€2 trillion in 26 out of 28 countries) 

 Simpler instrument than mortgage-backed securities but 
needs strong legal/regulatory system 

 Legislation in numerous emerging markets but little issuance 
 Chile, Korea, Turkey exceptions 

 More expensive funding; lack of liquidity 

 Issue with regulators: deposit fund subordination leads to 
limits on bank covered bond issuance (e.g., 4% in Canada) 
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International 
Securitization/Covered Bonds 
Issuance 
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Source: CMHC 
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Affordable Housing Gap 
By 2025 the affordable housing gap could affect 440 
million households or 1/3 of the global urban population 
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Affordability Drivers 

 Affordability pressures 
will increase as poverty 
rates continue to fall 
and urban house prices 
rise 

 Self-employment and 
informal work present 
challenges in providing 
housing finance 

20 Source: McKinsey Global Institute 2014 



Approaches to Affordability 
 How Can Lenders Reach “Down Market”? 

 Alternative mortgage instruments to improve timing 
of payments, deal with informal incomes 

 Flexible mortgages; partial graduated payment 

 Negative experience with FX mortgages in Central Europe 

 Savings for housing schemes for upfront payments 

 Alternative collateral (S. Africa) 

 Credit risk insurance (India) 

 Rental housing finance (legal, tax cultural obstacles) 

 Microfinance for housing (home improvement) 

 Alternative credit scoring systems (e.g., social media 
and mobile phone usage data) see http://tala.co  
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http://tala.co


Data From a Smartphone 
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