

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	The role of housing net worth in determining household credit limits

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			38 Pages
		
		

		Posted: 8 Sep 2015
		
			Last revised: 10 Nov 2021
		
		
	

	
		
			
			




	See all articles by Kyoung Jin ChoiKyoung Jin Choi
University of Calgary - Haskayne School of Business
Hyeng Keun Koo
Ajou University - Department of Business Administration
Byung Hwa Lim
Department of Fintech, SKK Business School, Sungkyunkwan University
Jane Yoo
Ajou University - School of Business


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: November 10, 2021

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		This study examines the determinants of households' unsecured credit limits using the Survey of Consumer Finances published between 2004 and 2016. We estimate the marginal effects of household finance variables, demographic characteristics, and financial health conditions by using the generalized method of moment model. In the GMM estimation, we use instrumental variables of current net worth to resolve the endogenous variable problem that arises from the bicausal relationship between net worth and credit limits. We find that the marginal effect of net worth is significant in determining credit limits, while the effect of income is less significant or negligible. Housing net worth is even more significant for explaining credit limits than net worth itself. Our results imply that borrowers' willingness to repay unsecured debt is better inferred from net worth than from income. 
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