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Abstract

Buying a home is for many households the financially most important purchase
they will make. The choice of mortgage instrument is also of importance in
that it will determine a household’s financial exposure. In the aftermath of the
2007–2008 financial crisis in the United States, the potential consequences
for borrowers and the financial system became apparent in many countries.
Even though the choice of mortgage is described as a very complex transaction,
international studies have found that borrowers are less than optimally
knowledgeable about the possible future consequences of their choice. This
lack of knowledge has raised concern and prompted calls for more research
on differences between mortgage markets and factors affecting consumers’
mortgage choice.

This thesis answers this call by empirically exploring the Swedish case and
by offering an expanded knowledge about factors that influence borrowers’
mortgage choice. The thesis consists of five papers, and, in most cases,
interviews and questionnaires were used to collect the data, depending on
which type of data collection was considered best suited to serve the purpose
of the individual paper. A close reading approach was also applied in one of the
papers.

The findings indicate that in a Swedish setting, there are factors affecting
borrowers’ mortgage choice that have not previously been fully explored in the
literature: the media and bank advisors. During the period studied, a negative
correlation existed between the media and the choice of fixed rate mortgages,
whereas a positive correlation existed between bank advisors and the choice of
fixed rate mortgages. The study on advice given by a bank advisor also shows
the advocacy of a mix of fixed and adjustable mortgage rates. Further findings
corroborate those of earlier international studies, such as the impact of income,
education, financial literacy and loan-to-value ratios on mortgage choice.

A general conclusion that can be drawn from the findings in the Swedish
context is that the most financially vulnerable borrowers—those with lower
income, lower education and/or higher loan-to-value ratios—are more likely to
choose higher levels of fixed rate mortgages (or lower levels of adjustable rate
mortgages). In doing so, they avoid exposing themselves to liquidity problems,
which can be caused by increasing mortgage rates, and make future mortgage
expenditures more predictable. These findings contradict much of the concern
that both scholars and financial authorities have expressed about households’
choice of mortgage instrument. Hence, these findings are of importance not
only to research on mortgage choice but also to policymakers and the financial
industry.
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