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Abstract

This paper employs the options pricing model to calculate the expected default
frequency (EDF) for detecting the housing lending quality of bank extend credit though
a process of standardization. The empirical result exhibits that the housing lending
quality has to consider the region factors over the quarterly factors. The high EDF
brings the difficult credit risk management and the low and unstable housing lending
quality. This finding also appears on the non-municipality cities. Another viewpoint of
the probable bubble, proposing that the banks should seriously assess the credit risk and
credit exposures to control the proportion, duration and interest rate of the housing loan

when the high EDF.
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