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ABSTRACT  
The growing population of Indonesia is increasing every year, which also leads to the 
growing need for people's residences. Of course, this affects the financial sector in terms of 
mortgage loans. Therefore, this paper is a study of the factors that affect the distribution of 
mortgage loans in Indonesia. This study uses multiple linear regression with ordinary least 
square analysis with the variables Residential Property Price Index, Lending Rate Credit, and 
Gross Domestic Product as the independent variable (X) and distribution of mortgages as the 
dependent variable (Y). The data used in this study are the quarterly time series from 2009 to 
2021. Based on the results, the variables Residential Property Price Index, Lending Rate 
Credit, and Gross Domestic Product have a significant influence on mortgage loan 
distribution in Indonesia. So, the hope is that the government and the banks can wisely set 
Lending Rate Credit based on the Gross Domestic Product level of their territory. 
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1. INTRODUCTION  
 

Indonesia is a very large country. The number of Indonesians increases every year. Based on 
the 2020 census, the population of Indonesia is 268.583.016 people, an increase of 30.9 
million people compared to the population in 2010 (BPS, 2020). The total number of citizens 
each year increased very rapidly, making the number of housing needs in Indonesia 
continuously increase every year. Because of that, housing is the most important aspect of 
human life in Indonesia, because the house is a place for people to live and protect themselves 
from threats. Houses other than as a place to live are also investment assets for people who 
have direct links to the financial sector. Banking is still very reliable in society as a source of 
capital, institutions that serve as a medium of lending have a relatively large dependence, 
compared to non-bank financial institutions. Some factors affect public housing credit in 
banking, one of which is external factors as well as factors from within. But in any case, this 
housing credit becomes something that needs to be considered specifically especially after the 
events of the 2008 crisis that are more vulnerable to problematic credit mortgage (Avanzini et 
al., 2020). 
According to Rakhmawati (2011) researched factors that affect mortgage loans, resulting in 
that variable GDP, lending Rate, Inflation has a significant influence and there is a positive 
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influence on people's home loans. But on the other hand, in fact the increase in inflation and 
GDP which causes house prices to increase does not discourage people from buying a house, 
because the house is not only a place to live but for long-term investment, and this further 
spurs the increase in house prices. 
 

 
Figure 1. Property loan positions provided by commercial banks.  

(group of banks and types of utilization) 
Source: Bank Indonesia (processed) 

 
This condition causes property loans to always increase after one year. It has become the 
centre of attention of Indonesian banks to be aware of several things that will make the 
increase in property asset prices too high and will trigger a bubble from the housing sector 
considering that the demand for mortgages has always increased from 2014 to 2018. 
Analysing the share of property loans will help reduce good risk, especially between loans 
that are approved by borrowers (Lee & Bostic, 2020). It should also be noted that there are 
many institutions that improve housing credit by taking financial advantage when the selling 
price increases due to the increasing number of enthusiasts, but the quality of credit is 
decreasing (Simone & Walks, 2019). 
 
Therefore, banks should reduce the risk of bubbles by controlling lending rates. Thus, the 
development of mortgages as a community option in buying a house, then housing loans 
become one of the banking products in terms of home financing that is demand in Indonesia. 
The equilibrium market situation of the market price of a home property can change due to 
variable changes beyond the price marked, by the shifting of the demand and supply curve 
(Sitaningrum, 2006). Because of that, it is very important to analyze the factors that affect 
mortgage loans in Indonesia. Based on the problems that have been explained in the 
background, the problem formulation for this study is what factors affect home ownership 
loans in Indonesia, especially in variable lending rates, GDP and the residential property price 
index in 2009-2019. 
 
2. LITERATURE REVIEW 
 
Several literatures have discussed the factors that affect credit distribution. According to 
(Rakhmawati, 2011), gross domestic product, interest rates, and inflation have a significant 
positive effect on people's home loans. This is also supported by research by Khoirudin 
(2017) and Dewi (2016). 
 
Another study was conducted by Khasanah and Meiranto (2015) using multiple linear 
regression analysis techniques. The results show that TPF has a positive effect on bank 
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quarter of 2010, the growth of consumer loans in which there is a People's Ownership Loan 
(KPR) continues to increase in line with the decrease in the lending rate of consumer loans in 
Indonesia. 
 
In 2016, the third quarter recorded a decrease compared to the previous quarter. In the third 
quarter, lending rates fell by 15 bps to 13.76%. Year-to-date (ytd), lending rates in the third 
quarter of 2016 decreased by 60 statistic central bodies (BPS, 2017). The reduction in lending 
rate occurred in all types of credit, especially consumer credit which decreased by 16 bps. For 
the growth of consumption credit distribution (KPR) is relatively stable because it is 
supported by high banking capital that makes the distribution of mortgage loans continues to 
increase by Rp 101.848 trillion body compared to 2015, this being due to lending rates still 
decreasing.  
 
Credit risk has not also decreased significantly. The easing policy adopted by bank Indonesia 
has a positive impact on the distribution of mortgage loans in 2017, the easing of the 
LTV/FTV policy supported by lower lending rates and the still large public demand for 
housing to drive mortgage growth in Indonesia. This is by the theory that lending rates are 
negative when lending rates fall and then demand will increase. Mortgage growth in 2017 is 
on an increasing trend to record 10.5% higher compared to the growth of the last two years, 
which is in the range of 7%. The positive development of mortgages in 2017 was also 
supported by maintained credit risk, reflected in non-performing loans (NPLs) at a level of 
2.6%. 
 
With monetary policy easing through policy rate reduction (BI7DRR) July-October 2019. The 
credit lending rate decreased in the third quarter of 2019, the lending rate on consumer loans 
in the third quarter of 2019 was recorded at 11.53, the decrease in the lending rate on 
consumer loans decreased relatively limited by 3 bps. By loosening the lending policy, the 
distribution of mortgage loans continues to increase in 2019. Based on the chart above, it 
appears that the increase in mortgage lending is followed by a decrease in lending rates. By 
the statement reed (2005) explained the lending rate determines the small amount of credit 
provided by the bank to finance the mortgage. When lending rates rise, then mortgage loans 
will below. This is in line with research by Shi et Al (2014) revealing that higher lending rates 
should dampen demand for mortgage loans. because higher house prices led to a rise in 
housing loans which led to high house prices. then it can be concluded that the lending rate of 
credit negatively affects the disbursement of mortgage loans in Indonesia. 
 

 
Figure 4. Development of gross domestic product and mortgage lending 

Source: E-views Output, 2021 

--- Economic Growth 
--- Mortgage loan 
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The graph above shows that the development of Gross Domestic Product (GDP) and the level 
of mortgage lending are increasing. Increase in GDP in the distribution of mortgage loans 
grows in accordance with the relevance and completeness capacity of mortgage financing 
(Agbada & Sunny, 2015). In 2010, the increase in the gross domestic product was inseparable 
from increasing household consumption, as it contributed 58.6% to the nominal formation of 
GDP which reached Rp.164.15533. As lending rates fell in the first quarter of 2010, mortgage 
lending jumped sharply from a year earlier. The rapid growth of mortgages caused by rising 
household consumption and falling lending rates led to high lending in 2010. Moreover, the 
need for homes also tends to increase, according to the data of home needs growth of 800,000 
units per year, the supply is only 300,000 per year, the need for homes continues to increase, 
reaching 5.8 million units in 2010. 
 
Entering 2015, Indonesia's economic growth is slowed by the continued weakening of the 
world economy and reduced capital flows to the emerging market, putting pressure on the 
country's economic growth in 2015. In the second half of 2015, economic growth began to 
improve driven by rising domestic demand, and in the household sector, consumer confidence 
encouraged relatively stable and resilient household consumption growth. overall in 2015, 
experiencing a slowdown from 2014. In 2015, the bank's performance slowed in line with the 
slowdown in economic growth, but the bank has issued a policy aimed at restraining the pace 
of credit slowdown, which is easing policy shown to make room for banks to increase credit 
in the property sector. The public consumption credit slowed by 9.1% compared to 2014 of 
11.5% of consumer loans mainly from the household sector, mortgage loans (KPR). The 
decrease in corporate performance also has an impact on the decrease in household income, 
thus reducing its consumption credit. 
 
Indonesia's economic recovery continued in 2018. The economic growth in 2018 was 
recorded to increase compared to the previous year's growth of 5.07%. Economic growth in 
2018 is inseparable from the increasing domestic demand. The household consumption 
growth increased supported by increased levels of community income. Public income remains 
high driven by low inflation and the positive impact of fiscal stimulus and major activities in 
2018.  
In 2018, bank Indonesia's policy to increase the distribution of mortgage loans is to loosen the 
LTV/FTV for mortgage loans. After conducting bank Indonesia policy, the growth of 
mortgages remained high, during 2018, mortgages increased by 12.7%. The high growth of 
mortgage credit in support of credit quality remains good. This development, among others, is 
reflected in the NPL mortgage ratio in all types of stable properties below 5%. In line with the 
graph above, the relationship of gross domestic product and the distribution of mortgage loans 
have a positive relationship. GDP as an indicator of this economy can be used to provide the 
economic situation of a country, among them, GDP per capita at a constant price shows the 
value of rill GDP. The increase in GDP shows an increase in income; from the data, it can be 
seen to the demand for mortgage loans. Irvin Fisher's simple theory of money demand states 
that demand for money will increase along with the increase in income. 
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Figure 5. Development of IHPR and mortgage lending 

Source: E-views Output, 2021 
 

As the economy grows, residential property prices change every year. This causes ready-to-
live house prices to offer relatively high prices. However, one does not choose a ready-to-live 
house because there is a way to take this house easily with the option of credit. After all, 
buying a house is a basic need that must be met. With rising property prices, other prices are 
rising, including house and land prices, thus buying a home is a profitable investment for the 
future. 
 
Based on the graph above, shows the development of property prices from year to year 
increased in line with the distribution of mortgage loans (KPR) increased. In the fourth 
quarter of 2010, property prices increased from the previous quarter. Based on a survey 
conducted by Bank Indonesia, this increase is due to soaring prices for building materials, 
high wages for workers, and high licensing costs. The survey results said that the highest 
price increase occurred in the Manado region, which is 3.04 percent. In this region, price 
increases occurred in all types of buildings with the highest increase occurring in small house 
types (0.96%). The distribution of home ownership loans (mortgages) experienced a 
slowdown from the previous quarter due to the rules of limiting the ratio of credit scores and 
weakening economic growth. In the first quarter of 2015 a slowdown, in line with the 
residential property price index increased due to the increase in fuel oil (BBM) will trigger a 
rise in property prices such as houses, rising property prices will further increase lending in 
building new properties, because demand for housing is still needed by the community. In the 
third quarter of 2019, property sector price growth slowed when viewed from IHPR data in 
the third quarter of 2019 which is still growing limited by 0.50% compared to 0.41% in the 
previous quarter. In the midst of the increase in property prices, limited lending of home 
ownership in the third quarter increased. 

 

Table 1. Results of interpretation 
 Variable Coefficients t-statistic Prob 
1 Constant 4.742491 4.247279 0.0002 
2 Residential Property Price Index 1.739871 16.62763 0.0000 
3 Gross Domestic Product 0.347459 2.762055 0.0099 
4 lending rate -0.758745 -3.3742289 0.0021 

 5 
 

R- squared 
0.989183 

 

Adjusted 
R-squared 
0.988064 

F=884.0138 
P=0.000000 

 
Source: E-views Output, 2021 
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