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An Event Study-Based Analysis of the Effects of 
Macao’s “Four Percent Interest Subsidy Scheme” 

Wei Long Song Yu 

Abstract:
The “four percent interest subsidy on home loans” was first launched by the Macao 
government on August 1, 1996 with the aim of stimulating Macao’s then sluggish real estate 
market and assisting Macao citizens to buy their first home. The policy played an important 
role in the economic recovery during that time period. The “Four percent interest subsidy 
scheme” was re-introduced twice on July 1, 2000 and June 29, 2009 respectively by the 
Macao SAR government. This paper applies the event study method to investigate the 
effects of the latter two “four percent interest subsidy schemes” on the average transaction 
price and transaction volume of residential units in Macao. Empirical results show that in 
the short term, these two interest subsidy schemes have had a significant influence on both 
the average transaction price and the transaction volume of residential units; However, in the 
long term, these two schemes have had only limited impact on the transaction volume of 
residential units, and their impact on the average transaction price of residential units has 
been rather insignificant. 

Key Words: 
“Four percent interest subsidy scheme”, event study method, average transaction price of 
residential units, transaction volume of residential units, Macao 




