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(CIR mean - reverting square root model) &% F K1 FEHL T 2 o
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Abstract: From the housing consumption demand and investment demand,this paper explores the issue of mortgage valuation and the
effects of home equity extraction on the mortgage valuation. The numerical results suggest that the mortgage value depends not only on
the market factors, such as the house price and interest rates, but also on the factors of loan contract, such as mortgage maturity.
Besides , the mortgage value of investor is no less than that of consumer; the higher the house price is,the higher the spread between the
mortgage value of investor and consumer is. It is noteworthy that if interest rates and the house value rise simultaneously, investors and
lending bank will realize their win — win. These results, providing the basis of the mortgage pricing and the reference of the differentiated
contracts ,have important implications on commercial banks.
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