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ABSTRACT : This study examines the impact of debt-to-income regulation on housing tenure choice
of Korean urban households. A tenure choice model under financial constraints is theoretically
developed and empirically estimated. Our estimation results suggest that permanent income, relative
cost of housing, debt-to-income constraint and wealth(LTV) constraint for housing finance are the
main factors affecting housing tenure decisions. The stronger the debt-to-income and wealth constraints
are, probability of owning decreases at the higher extent. We also simulated the model to analyze
the likely impacts of various scenarios of the debt-to-income constraint. The stronger the
debt-to-income constraint is, the larger percentage of houscholds falls on renter’s status. Finally,
households with lower income and smaller housing size are likely to be more affected by the
debt-to-income constraint.
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