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Homes dominate household balance sheets:

• Around 65-70% home ownership (US, UK, and Aust.)
• Residential property 40% asset share (US, Aust.)
• Mortgages 70% debt share (US and Canada); 50% (Australia)

Repayments absorb income:

• Around 15% of disposable income (OECD median for owner-occupiers)

Residential property loans are financially important...



And the mortgage market is complex. 

Many alternatives:

•Aust: 4000+ loans from 140 
lenders

Many attributes:

•Variable and fixed rates, interest 
only, principal and interest, equity 
redraw, ancillary features etc.

46% of borrowers are “not confident” in mortgage choice (ACCC 2020).  



Choosing a suitable mortgage is difficult and consequential. 

“Australia’s looming mortgage 
stress crisis… A quarter are 
thought to be in mortgage stress 
already…”  The Guardian, Feb 11th



Q1: Does framing (lump sum or equivalent monthly repayment) 
affect borrowers’ comfort with mortgage debts?

Q2: Do mortgage brokers affect borrowers’ comfort with mortgage 
debts and the lump sum framing effect?

Research Questions



Perceived comfort with a given debt amount from $200,000 to $2,979,000 (10 
levels), framed as lump sums or monthly repayments (within- and between-subject 
variations) Sample 999 past, current or intending home loan borrowers)

We collect subjective comfort ratings for loans in two frames.



Perceived comfort with a given debt amount from $200,000 to $2,979,000 (10 
levels), framed as lump sums or monthly repayments (within- and between-subject 
variations)



Figure 2, Goldstein et al 2016

Psychological ‘largeness’ of lump sums versus payment streams: 
Perceived adequacy of lump sums vs. annuities



We find psychological largeness for lump sum debt framing.

Red: monthly repayments
Green: Lump sums



Results: Higher average comfort with monthly repayments than 
equivalent lump sums
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Borrowers consult mortgage brokers. Do they help?

• Brokers recommend 
•more expensive, high fee 
products (LaCour-Little 2009; Woodward 
and Hall 2012; Robles-Garcia 2020 Ambrose 
2021)

•larger, longer, more levered 
loans (ASIC 2017)

• Use unclear fee structures (Deloitte 
2016, ASIC 2017, 2019)

• Linked to higher default rates 
(Alexander et al. 2002; Elul et al. 2010, Jiang et al. 
2014)

– New mortgages from 
brokers: 65% Australia; 71% 
UK; 33% in US.

– Brokers educate, reduce 
search costs (Conklin 2017)

– Help inexperienced (ASIC 2019)

– Generate high satisfaction 
(Deloitte 2018)



By intention to use brokers in the future

Those who intend to use brokers think house prices are riskier
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Higher average comfort when planning to consult, and after 
consulting, a broker.
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Lower average comfort when financial literacy and numeracy are 
high.

The University of Sydney



Controlling for 
selection into 
broker usage: 

The University of Sydney

Brokers make 
borrowers more 
comfortable. 

Framing effect is 
less for financially 
literate and broker 
users.



Borrowers are less 
comfortable with lump 
sums than repayment 
streams.
- Lump sums are 

psychologically “large”;
- Mortgage calculators 

emphasize repayments.

Framing, financial literacy and advice matter to attitudes to home 
loans. 

The University of Sydney

Financially literate borrowers 
are generally less 
comfortable with mortgage 
debt and less influenced by 
framing.

Mortgage brokers make 
clients more comfortable 
with debt and less 
influenced by framing.
- Larger debts mean higher 

broker fees;
- Perceptions of house price 

risk drive broker use.


