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A Matrix of Mortgage Market Policy Design

A. Ensuring Market Stability

. Enhancing Housing Affordability

1. Exuberant borrower—flippers

2. Pro—cyclical lenders: Leverage
rate

3. Pro—cyclical lenders: ONPTs

4. Yield—curve playing investors

Differentiate is risk weight, and
risk premium

Enforce residence requirement,
to sort out “liars”(via loss—mit
effort)

risk—based LTV
limits(reflecting HP volatility)

Impose

Differentiate the limits in upturn

vs, downturn

Require risk—based limits on
DTI, CB, product, and others

Do: Private Fl's implementation
& banking

validation and monitoring

supervisor's

Ensure a stable and predictable
monetary policy, to control
“BSLL”
Require reasonable &

counter—cycle margins

Protect “real” borrowers for
primary residence

define and serve underserved
consumer cohorts  (1st—timers,

self-employed, and so on)

Develop affordable LTV loans
to serve wealth—constrained
Introduce M| program, public

and/or private

Define “prime” mortgage
product & decide govt's role
therein

consider international standard

on QRM(a la FSB)

Ensure long—term funding to
“prime mortgage” sector, via
MBS/CB

Develop intermediaries with a
good credit standing

PN S
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