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Abstract: Real Estate Finance or mortgage finance is morelaogaonomic issue around
the World and Turkey. Real estate markets are mardugtive markets than other markets.
This market energize nearly 200 other main and sibreector. Because of that, after the
economic crises and recessions countries stargdoirvitalize this sector for accelareting
other sector and whole economy.

Nowadays, Mortgage finance’s negative effects Haaen shocked to economies. Turkey is
among to countries which effected less than otlmemties. The question of *“ Which
strategy is more sutiable and useful for Turkeyal restate market?” is more controversial
now adays in Turkey.

Because of that we prepared a survey and studietbttemine more sutiable strategy for
vitalizing to real estate market of Turkey. We liggpto survey to certificated or working in
any bank 200 real estate specialists. After threesy we entered the data to SPSS program
and we found the econometric market, credit stmectéunding, demand, strategy models
which suitable to Turkey.

Keywords: real estate, mortgage, Turkey, Survey, models

Introduction

Housing market has an effect on national economiese than other markets. Housing market is
directly connected to other sectors which are ssppdo exceed 600. In addition, housing marketahdisect or
indirect stimulant effect on other sectors (KleimdaBestani, 2004:77). Housing sector is not ontgcehnical
application, but also is a sector which has somes &b control system risks, labour market and macamomic
conditions (Stephens, 2006:60). According to a aede conducted in USA in 1984, USA housing sector
increased in value exactly seventeenfold from 18272982 (Koh and Edward, 2005:2). This show us the
importance of housing sector in countries’ develepimStates attaches priority to housing secttnetime of
economic stagnation and economic crisis to resteie economies (Arslan, 2008:29).

Housing sector has quite different attributes tladimer sectors. One of the important one of these
attributes is that housing sector is accounted aeeelopment indicator of other sectors. That @itary
housing sector means sanitary other sectors. Onahieary, unsanitary housing sector means unsgrother
sectors (Kirecci, 2005:7).

Housing sector is an indicator and cause of praypedousing sector gives us information about
national economies. If looked at developed cousititecan be seen easily that housing market it quigood
condition in terms of economic indicators.

Housing sector also gives us information about cscaoitural attributes of states as well as their
economic conditions. The housing sector reflectsqreal preferences of citizens, their domestidbattes as
well as attributes of human capital of states (Bis@ and Serminska, 2008:7).
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Mortgage System

Mortgage system is the transfer of an interestraperty to a lender as a security for a debt - lisaa
loan of money. Mortgage system is the lender'srégdior a debt. It is a transfer of an interestiand (or the
equivalent) from the owner to the mortgage lenderthe condition that this interest will be retutrnte the
owner when the terms of the mortgage have beesfisdtior performed. In other words, the mortgagea is
securityfor the loan that the lender makes to the borra®etoitte,2005:3). Since long term funds are pied
by capital markets, mortgage system serves as éridgtween housing markets and capital markets
(Mufad,2007;126).

In mortgages system, the agreement is that the ipaapaid in fixed periodic payments, typically
monthly. The contract interest rate is the interat that the borrower pays the lender in exchdogbaving
the money today. There are two risks connected Mitting. The first, namedefault risk is the prospect that
the borrower fails to refund the loan. The secaraimedmarket risk appear when interest rates change over
time.

The possibility of default has led societies toateelaws and mechanisms to protect the lender.dbne
these is collateral. In the case of mortgagesctiiateral is almost always the property being pased. Loan
agreements can also comprise a variety of resiristiSome of these are aimed at protect the lemdele
others protect the borrower. For instance, in thst,pmany mortgages were “assumable,” meaningiftiiaé
borrower sold the house, the mortgage could benasdior transferred to the new owner. This harmdend
when interest rates increased as the new owned ogetl a “below market interest rate” by assuming th
previous mortgage. Now, mortgages are typicallyassumable. There was also a time when many masgag
had a prepayment penalty. Today, mortgage costtgptcally stipulate that there is no penalty paying the
loan off before its maturity date.

Mortgage System in the World

Financial markets has been experiencing significdr@inges especially within the last 20-25 years.
Today" financial markets, which base on technologymprise of banks, insurance companies as well as
hundreds of other financial institutions and finahénstruments instead of banks and insurance emmg of
1960s and 1980s. The market has been varied ape e

In the world, the biggest and the most developedgage market is in the USA. The ratio of mortgage
in GDP in 1949 was %20 and %73 in 2001 (Green amdckér,2005:93). Prosperity of many people in this
country comes from their investment in real estdetor and it constitute %50 of total assets (Klaiml
Bestani,2004:77). Citizens spends %25-30 of tmeioies on their mortgage loans (Englund et.al, 2@7).

The application of mortgage systems goes backeidéginning of 1900°s, especially to the greatekspon in
1929. Before the great depression, the mortgagkanaf the USA was the market which could providan for
5 to 10 years and up to %50 of house™ value (GaeeinWatcher,2005:93). House prices decreased isigmiffy
in 1930 as a result of the crisis leaving mortgagea situation that they could not sell their hegsisis well as
pay their debts (Green and Watcher,2005:94-95).

In order to mitigate the effects of the great depi@n on financial markets, the Federal government
founded financial institutions in the beginning 083 These were Freddie Mac, Fannie Mae and Ginrgie. M
These financial institutions afford implicit guat@rio banks in the case of default. By these iastihs, banks
reach the secondary markets and keep cash flow apewell as remove risks from their balance sheets
(Covan,2003:2). That is, banks in the USA providesing loan with the help of these financial instbns to
market and sell their receivables converting theta property under the guaranty of these instingi The
customers of mortgage backed securities are masdgx directors, pension funds, banks and hedgédsfun
(Heidari and Wu,2004:6). As a result of the balabeaveen supply and demand, around the half ofimelof
security is provided by this market. (Heidari aid,2004:6)

Mortgage System in Turkey

Turkey's dynamic economy and attractive demogragHhieauters show that real estate sectors future
will be brilliant. Half of the population is und@5 in Turkey with 1,5 % of population increase r&g % of
urbanization rate and 2,8 % of household expand@wgl, is quite more when compared with the other
countries.

Its shown that in a recently research, close tbdfahe Turkey's people’s first investment choiseo
real estate market (www.gyoder.ory.tr

Turkey begin mortgage system to put into practc007 with a mixture of two different mortgage
system thats are applied in the world. But with tiiebal financial crisis and the absence of appabgr
substructure conditions of mortgage system, it ot be applied efficiently in Turkey.
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This system planned to setup secondary marketsvaridit together with international markets. Also i
primary markets there are many regulations thab#émnk and the customer come face to face.

Its called as “mortgage financing agency” that lmuytake over the receivables of “mortgage credit
establishments”. These establishments will obtdifiuading these establishments that are actingrimary
markets like, banks, special financing agencies, estate developers, leasing companies, HousinglBement
Administration of Turkey (TOK), by lending or by buying these receivables witlargntee of receivables got
from given credits.

These agencies that are acting in the secondaryetsaand buy or take over the receivables will find
new funds by exporting bonds or mortgage-backedritezs with a guarantee of receivables that trendlor
buy.

There are 2 kinds of securities in the systemt Bing is “mortgage-backed securities” that are ebeglo
by banks by showing their receivables in their be¢gasheets and showing them with their financialgroas
guarantee without lending them to secondary makstitutions.

The second one is “mortgage-based securities” lhaks lend their receivables to intermediaries or
secondary market establishments that give pogyiltdi show their balance sheets less risky and riquéd.
With the mortgage law two different funds are fodn&Housing Finance Fund” for whom wants to invest
mortgage-backed securities, “Assets Finance Funidivhom wants to invest to assets-backed securifiesse
funds can be called as “special aimed establistshas we know from the samples in other countries.

Methodology

In this study, We aimed to design a real estateniing model for Turkey’s real estate market using
survey and we think over carefully to be specialtiokey’s culturel, social and economical condition
Our survey paper was filled by 200 real estateigpscworking in a bank or not.
Survey expressions designed like ;
1: I strongly agree......5: | do not strongly agreadatordant to 5 likert scale.
Survey took into practise usinng witk 2 differetgls. One of them is by telephone and other welepdde
data recorded by cd and limevire survey progrant. V@b site was www.mortgageanket.com
The survey took 3 month ( february, march, aprll analyses of survey took nearly 1 week.

Results of Survey
In accordane to survey result, we constitute Sofaéirst of all is finding fund factor.
Finding Fund Factor Analyses:

Our first factor is divided to 3 secondary factbhese are encouragement, state assistance and small
funds aid. Our factor's Cronbach Alpha value 598, This means that our factor passed to reiipibdst.
The result of KMO test i8673. becauese of 0,73>0,50, data set is suitabléaftor analyses. Bartlett's test
shows this data (0,00<0,05). This means that tier high coralation between variables. Thus dataiss
suitable for factor analyses

Constitution Of Statistical Model With Multiple Regression Model
Multiple regression model is like thigy = B, + B X, +---+ B X, + &

Factors represent to variables of Model. We foumd opinion using with R Square test. R Squast was
found % 97. This means that independent variabtptain to model with very powerfully.
The estimation result of model is below;

FF = 369+ 038ENC+ 032SA+ 024SFA+e

FF: Finding fund ENC: Encouragement  State Assistance SFA: Small Funds Aid

This means; When the encouragement subfactor serkanit, finding fund factor will increaes 0,38tun
This means; When State Assistance subfactor inerbait, finding fund factor will increaes 0,32 uni
This means; When : Small Funds Aid subfactor imeekunit, finding fund factor will increaes 0,24tun

Credit Sructure Factor Analyses:

Our second factor is divided to 2 secondary facidrese are personel credit and personel pecilegriur
factor's Cronbach Alpha value is 0,584. This me#mat our factor passed to reliability test witkvidegree
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The result of KMO test i8658. becauese of 0,58>0,50, data set is suitabléaftor analyses. Bartlett's test
shows this data (0,00<0,05). This means that tier® high coralation between variables. Thus datais
suitable for factor analyses

R Square test. R Square test was found % 99.mbans that independent variables explain to maitél
very powerfully.

The estimation result of model is below;

CS=377+ 054PC+ 035PP+e
CS: Credit Structure PC: Personel Credit PP: Personel Peciluarities

This means; When the Personel Credit subfactoease 1unit, credit structure factor will increagsdQunit.
This means; When Personel Peciluarities subfantoease lunit, credit structure factor will incre@e35 unit.

Role Of The State And Market Structure Factor Analyses :

Our thirth factor is divided to 6 secondary factbinese are market organisation, adequacy, REIRI Re
estate investment partnership) , local market,raéestablishment and foreign partner . Our fasto€ronbach
Alpha value is 0,701. This means that our factmsgd to reliability test with strong degree.

The result of KMO test i8670. becauese of 0,70>0,50, data set is suitabléaftor analyses. Bartlett's test
shows this data (0,00<0,05). This means that tier® high coralation between variables. Thus datais
suitable for factor analyses

R Square test. R Square test was found % 99.me&ns that independent variables explain to maitél
very powerfully.

The estimation result of model is below;

RS_MS = 385+ 028MO + 020REIP+ 017AD + O13LM + O15CE + O10FP +e

RS_MS:Role Of The State And Market Structure ~ MO: Market oligation LM: Local Market

REIP: Real Estate Investment Partnership CE: central establishment FP: Foreigrirfear

AD: Adequacy

This means; When the Market organisation subfacinease lunit, Role Of The State And Market Stmect
Factorfactor will increase 0,28 unit.

This means; When the REIP subfactor increase 1Rnle Of The State And Market Structure Fadémtor will
increase 0,20 unit

This means; When the Adequacy subfactor increas#, Role Of The State And Market Structure Facsmtor
will increase 0,17 unit

This means; When the local market subfactor inerdasit, Role Of The State And Market Structuret&iac
factor will increase 0,13 unit

This means; When the central establishment subfamtoease lunit, Role Of The State And Market Stire
Factorfactor will increase 0,15 unit

This means; When the Foreign Partner subfactoeasm 1unit, Role Of The State And Market Struckaetor
factor will increase 0,10 unit

Demand Factor Analyses

Our fourth factor is divided to 2 secondary factbhese are decrease to cost and increaes to dei@and.
factor's Cronbach Alpha value is 0,687. This med#met our factor passed to reliability test wittoag degree
The result of KMO test i8667. becauese of 0,58>0,50, data set is suitabléaftor analyses. Bartlett's test
shows this data (0,00<0,05). This means that tier high coralation between variables. Thus dataiss
suitable for factor analyses

R Square test. R Square test was found % 37.mbans that independent variables explain to maital
%37 rate

The estimation result of model is below;

DM = 385+ 023DC + 013ID +e

DM: Demand Factor DC: Decrease To Cost ID: Increaes To Demand

This means; When the decrease to cost subfact@ase 1unit, demanthctor will increase 0,23 unit
This means; When the demand subfactor increasé¢, Hemnandfactor will increase 0,13 unit
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Other Alternate Suggestion factor Analyses:

Our fifth factor is divided to 8 secondary factoFhese are HDAT ( Housing Development
Administration of Turkey), Turkey’'s condition, MakData, rent prices, Istanbul finance center, dtralkcture,
European Union, partnership Our factor’'s Cronbalgha value is 0,745. This means that our factmssed to
reliability test with strong degree.

The result of KMO test i%77. becauese of 0,70>0,50, data set is suitabladtor analyses. Bartlett's
test shows this data (0,00<0,05). This means ttattis a high coralation between variables. Thaia det is
suitable for factor analyses
R Square test. R Square test was found % 97.means that independent variables explain to madtél
very powerfully.

The estimation result of model is
below

OAS= 39K 023HDAT+ 021ITC+ 019MD+ 017RP+ O15IFC+ 011 DS+ OL1EU + OL0PA+e
OAS: Other Alternate Suggestion HDAT: Housing Development Administration of key
TC: Turkey’s Condition MD: Market Data RP: Rent Prices

IFC: Istanbul Finance Center DS: Dual StructureU: European Union PA: Parthnership

This means; When Housing Development Administratddrifurkey subfactor increase lunit, other alteznat
suggestionfactor will increase 0,23 unit

This means; When the Turkey's Condition subfactmréase lunit, other alternate suggestitacttor will
increase 0,21 unit

This means; When the Market Databfactor increase 1unit, other alternate suggedaator will increase 0,19
unit

This means; When rent prices subfactor increas#, hiher alternate suggestidactor will increase 0,17 unit
This means; When the Istanbul Finance Center stdsfamcrease 1lunit, other alternate suggestfaotor will
increase 0,15 unit

This means; When the Dual Structure subfactor aszelunit, other alternate suggestitattor will increase
0,11 unit

This means; When the European Union subfactor &serd.unit, other alternate suggesti@etor will increase
0,11 unit

This means; When the parthnership subfactor inergéasit, other alternate suggestifactor will increase 0,10
unit

Conclusions

Turkey's real estate market is very strong strugtiiurkey is the country which has alot of advaesag
which more country have not these advantages. ¥amgle, house demand is very high, builder sestaery
strong, building resource is very plentiful. Thésthe most importtant work is that advantegeus rhastised
productive and thinking of common benefit.

Turkey is in the financial crises of which its effe feel less in accordant to other countries UW&A
and developed european countries. It is not trag th behave fast and in panic.This conditions mntark
recession period all of world. Turkey’s real estatarket is stable period. This period must be thowgsolve
this problem “ How we will set a new and strongl iestate market and finance?”

There is no a concensus on optimal real estat&anand finance. Every country had established to
real estate market in accordance to their cultsaaiel, geographic, economic conditions.

In according to our survey and last financial esisturkey need to new real estate structur arahéie.
Common benefit, working together inside or outsifi@ urkey will be most important issues in neaufet
At this important point, new conditions must bede@ary carefully and true. This period is open ¢svrfinancial
and economic period.
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