
Legislative Council Panel on Housing 

Mortgage Arrangements for Home Ownership Scheme Flats 

Reply to Hon LEE Wing-tat’s Question 
 

(I) Terms of mortgage default guarantee for HOS flats and its 
publication 

 The letter from the Housing Department (HD) to the banks and 
authorised financial institutions participating in the provision of 
mortgage loans for Home Ownership Scheme (HOS) flats (excluding 
those sold in the open market after payment of premium to the Housing 
Authority (HA)) (the participating institutions) dated 2 October 2007 is 
at Annex I.  

 All along the HD has explained to purchasers of flats under the HOS 
Secondary Market Scheme (SMS) the maximum repayment period that 
participating institutions may offer and the related mortgage terms, and 
reminded them that the final mortgage terms would depend on the final 
agreements between the purchasers and the participating institutions.  

(II) Information on mortgages for flats purchased under the Secondary 
Market Scheme 

 The maximum repayment period for purchasers of flats under both the 
HOS and the HOS SMS is 25 years.  According to HD’s record, the 
number of cases of mortgages offered by participating institutions for 
HOS SMS flats in the past three years is as follows: 

 Mortgages for HOS SMS flats 

Year     Number of mortgage cases 
2005 1 322 
2006 1 267 
2007(as at October) 1 441 

Total 4 030 
 

 The repayment period for an HOS flat is part of the commercial 
agreement between the participating institution and the mortgagor.  
The HD is not in a position to compile statistics in a systematic way. 
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(III) Payment by HA under the mortgage default guarantee 

 As at 31 March 2007, the HA has paid more than $700 million to meet 
the shortfall in repayment of mortgage loans in respect of flats sold 
under the HOS and the HOS SMS.  The details are as follows: 

Total 
Amount Paid 

by the HA 

Number of 
Mortgage 
Default 
Cases 

Average Amount 
of HA’s payment 

per Case 

Flats sold under the 
HOS $563 million 2 346 $ 240,000 

Flats sold under the 
HOS SMS $210 million 725 $ 290,000 

  

(IV) Proposed extension of the mortgage default guarantee period for 
the HOS Secondary Market 

 When the HOS was first introduced, the HA, in order to build up the 
industry’s confidence in the scheme, provides a mortgage default 
guarantee to encourage the participating institutions to offer mortgages 
to HOS flat buyers.  After many years of operation, the mortgage 
market has established confidence in the HOS.  The HOS SMS has 
been operating smoothly since its introduction in 1997.  We are not 
aware of any information suggesting that buyers of various types of 
HOS flats have failed to obtain appropriate mortgages according to their 
own circumstances simply because the mortgage default guarantee 
periods for the flats concerned are less than 25 years.   The HA has no 
plan at this stage to change the current arrangement concerning the 
mortgage default guarantee period for HOS flats.   

 

(V) Breakdown of transactions of HOS flats over 15 years of ages in the 
Secondary Market 

 The volume of transactions in the HOS Secondary Market is influenced 
by a number of factors, such as the economic situation at different times, 
the condition of the real estate market, the variation of interest rate, the 
maintenance conditions and locations of the flats sold in the Secondary 
Market, etc.   
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 In the past ten years, the number of transactions of HOS flats over 15 
years of age in the HOS Secondary Market is tabulated as follows :  

Year Transactions 
Recorded 

Percentage of the Total 
Number of Transactions in 
the HOS Secondary Market 

(%) 

1997 2 0 
1998 14 1 
1999 113 3 
2000 131 5 
2001 165 6 
2002 213 10 
2003 237 10 
2004 143 7 
2005 107 7 
2006 165 10 
2007 248 10 
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