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Abstract

Using data from wave 20 of the Household, Income
and Labour Dynamics in Australia Survey, we provide
a descriptive examination of the relationship between
housing affordability stress (HAS) and a multi-item
measure of financial wellbeing across tenure types and
test whether good financial wellbeing is protective of
the negative mental health effects of HAS. We find that
HAS is associated with lower financial wellbeing and
that this is differentially distributed by tenure, with
renters who experience HAS reporting, on average,
lower financial wellbeing than owners. This suggests
that HAS, which focuses on income to define housing
stress, is different to financial wellbeing. Being in con-
trol of finances and feeling financially secure are
important components of the way in which financial
hardship impacts mental health. Renters may be more
likely to experience these issues than owners; hence,
they fare worse in terms of their mental health when in
HAS than owners do.
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1 | INTRODUCTION

The effect of housing affordability stress (HAS)—generally defined as households in the lowest
40th percentile of the national income distribution spending at least 30% of total household
income on housing payments—on mental health is well established. Movements into HAS are
related to a deterioration in self-reported mental health (Baker et al., 2020; Bentley et al., 2011;
Singh et al., 2020), with much of the negative mental health effects of HAS attributed to greater
financial hardship (Singh et al., 2020). There is also evidence that housing tenure matters, with
greater adverse mental health impacts of HAS among private renters as compared to
homeowners paying a mortgage (Arundel et al., 2021; Mason et al., 2013).

The analysis in this paper focuses on Australia, which has recently experienced substantial
increases in housing costs. This is especially the case for renters, who, since the backend of the
COVID-19 pandemic, have had to absorb significant rises in asking rent. Individuals can move
into HAS because of either a fall in income, a rise in housing costs, or both. In Australia, growth
in housing payments has, in more recent times, exceeded real income growth, with little evi-
dence of this trend disappearing soon. It is, therefore, highly likely that a higher proportion of
Australians may find themselves in HAS at some stage in the future.

Housing influences both physical and mental health through both direct and indirect path-
ways. Housing quality factors such as temperature (Clair & Baker, 2022), overcrowding (Ruiz-
Tagle & Urria, 2022) or the presence of toxins (Howden-Chapman et al., 2023) directly affect
both physical and mental health. High housing cost impacts the quality of housing people can
obtain and could induce mental stress by reducing available income for other household expen-
ditures, such as food, transport and medical care (Bentley et al., 2012; Chung et al., 2020; Singh
et al., 2020). The impact of HAS on mental health is mediated by various factors, such as tenure
(Arundel et al., 2021; Mason et al., 2013); spells and cumulative time spent in HAS (Bentley
et al., 2012), trajectories of HAS over time, for instance, whether it is stable or increasing
(Dotsikas et al., 2023), gender (Bentley et al., 2012; Pevalin et al., 2008; Taylor et al., 2007;
Wells & Harris, 2007), generational differences (Bentley et al., 2022) and social withdrawal
(Wells & Harris, 2007).

Though HAS focuses on the cost of housing relative to income, Chung et al. (2020) argued
that income measures overlook important aspects of poverty and financial hardship, such as
non-monetary resources or barriers. They propose an alternative measure of deprivation, which
includes factors such as lack of command over sufficient resources over time to afford the social
and material necessities of life to give a more comprehensive and multidimensional under-
standing of financial circumstances beyond income. Their study found that in Hong Kong, dep-
rivation was a partial but significant explanation for the relationship between HAS and mental
health. In this paper, we follow a similar approach in looking beyond income by incorporating
financial wellbeing into our analysis.

The role that a person's financial wellbeing plays in the association between HAS and men-
tal health has not yet been considered. Multifaceted, financial wellbeing is ‘the extent to which
people both perceive and have financial outcomes in which they meet their financial obliga-
tions, financial freedom to make choices that allow them to enjoy life, control over their
finances, and financial security—now, in the future, and under possible adverse circumstances’
(Comerton-Forde et al., 2022, p. 137). This definition encompasses different temporal dimen-
sions, including how people deal with day-to-day expenses, the extent to which they make pro-
vision for unexpected expenses, and how they are providing for their long-term financial future.
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In the context of housing, Comerton-Forde et al. (2022) have shown that financial wellbeing is
substantially lower among Australians who experience trouble paying their rent or mortgages.

This paper's main objective is to explore descriptively whether an individual's level of finan-
cial wellbeing can mitigate the relationship between mental health and HAS. Conceptually, we
expect that good financial wellbeing can be a protective factor for mental health in the face of
HAS. Being in HAS makes it harder for people to exercise discretion over what happens with
the financial resources they have. A large proportion of income, which for those in HAS is often
already relatively low, is spent on housing costs, with little left afterwards. Having good finan-
cial wellbeing can potentially reduce some of the negative effects of HAS. For example, exercis-
ing sound savings habits and having good credit card management would likely decrease
people's financial stress and ability to meet financial obligations and, in turn, be beneficial for
their mental health. However, tenure and levels of HAS impact people's capacity to exercise
such financial management habits and, therefore, impact their financial wellbeing.

We make several important contributions to the literature. First, to our knowledge, this is
the first paper to study whether financial wellbeing can mediate part of the association between
HAS and mental health. We provide descriptive evidence for financial wellbeing as another
pathway through which the mental health of those in HAS can be protected. Second, we dem-
onstrate that housing tenure matters, with financial wellbeing being especially important for
renters as a protective factor against HAS. Third, we demonstrate the direct importance of
financial wellbeing to improve mental health. For renters specifically, efforts to enhance finan-
cial wellbeing may, therefore, not only provide a buffer to the adverse mental health effects of
being in HAS, but also have a direct relationship with mental health.

2 | DATA AND MEASURES
2.1 | Data

We use data from the Household, Income and Labour Dynamics in Australia (HILDA) Survey.
The HILDA Survey is a nationally representative longitudinal survey conducted annually since
2001. In this paper, we use Wave 20 of the HILDA Survey. Wave 20 was conducted in 2020 and
is used because it is the first, and to date only, wave of HILDA to include the financial
wellbeing scale that is central to our analysis.

Using information on respondents who completed the self-completion questionnaire that
contains the financial wellbeing and mental health items. Because HAS status is determined via
household income, whereas mental health and financial wellbeing are individual-level out-
comes, the analysis focuses only on responses from the household head. Beginning with 8796
respondents. We exclude 5520 respondents who were in the top 60% of the national income dis-
tribution in 2020, given our focus on HAS, which can only apply to persons in the bottom 40%
of the national income distribution. We further exclude 259 people living in social housing
because this group accounts for a tiny proportion of observations (also see Mason et al., 2013).
We also exclude 1305 people owning a home outright without a mortgage because their housing
payments are affordable due to not having payments. Because we only focus on individuals
18 years and older, we drop 16 people aged 15-17. From the remaining 1696 total observations,
we excluded 203 individuals with incomplete information on the outcome and explanatory vari-
ables. This subsequently leaves us with a final analysis sample of 1493 individuals, of which
1121 are renters and 372 are homeowners paying a mortgage.
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2.2 | Mental health

As a measure of mental health, we use the Mental Health Inventory (MHI-5) sub-scale derived
from the SF-36 instrument (Ware, 2000). The MHI-5 is a widely used measure of mental health
and ranges from 0 (poor mental health) to 100 (excellent mental health). Figure 1 shows the
MHI-5 distribution in this sample.

2.3 | Financial wellbeing

We use the 5-item perceived financial wellbeing scale (see Table 1) developed and validated by
Botha et al. (2020) and used in applied academic work as well (Botha et al., 2021; Botha & de
New, 2022). The items are intended to capture different temporal dimensions of financial
wellbeing. Items 1, 3 and 4 capture everyday outcomes, Item 2 reflects outcomes related to
unexpected events and Item 5 captures outcomes related to provision for the future. The finan-
cial wellbeing scale is constructed from a simple summation of the responses to each of the five
items. This is then multiplied by 5 to obtain a score ranging from 0 (low financial wellbeing) to
100 (high financial wellbeing). The correlation between the financial wellbeing scale obtained
from summing the scores and a latent financial wellbeing score derived from item response the-
ory analyses is 0.993. The simple summation scale is, therefore, sufficient to capture the entire
distribution of financial wellbeing. Cronbach alpha of the financial wellbeing scale in this sam-
ple is excellent at .90. Figure 2 displays the financial wellbeing distribution, reflecting that levels
of financial wellbeing vary widely across individuals in the lowest 40% of the national income
distribution.
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0 20 40 60 80 100
Mental Health

FIGURE 1 Distribution of mental health. [Color figure can be viewed at wileyonlinelibrary.com]
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TABLE 1 Financial wellbeing items.
Question Responses
How well do the following statements describe you or your situation? 0—Not at all
1. I can enjoy life because of the way I'm managing my money. 1—Very little

2—Somewhat
2. I could handle a major unexpected expense. 3—Very well

4—Completely

When it comes to how you think and feel about your finances, please indicate the 0—Disagree strongly
extent to which you agree or disagree with the following statements 1—Disagree
3. I feel on top of my day-to-day finances. 2—Neither agree nor
disagree
4.1 am comfortable with my current levels of spending relative to the funds I 3—Agree
have coming in.
5.1 am on track to have enough money to provide for my financial needs in the 4—Agree strongly

future.

Source: Botha et al. (2020).

025~

.015

Density

01+

005 ETTP TR

0 20 40 60 80 100
Financial Wellbeing

FIGURE 2 Distribution of financial wellbeing. [Color figure can be viewed at wileyonlinelibrary.com]

2.4 | Housing affordability stress

The measure of HAS is constructed according to the ‘30/40-rule’ (Baker et al., 2020; Bentley
et al., 2019; Mason et al., 2013). A respondent is in HAS if their household income falls in the
lowest 40% of the national income distribution and their housing payments exceed 30% of their
household income.
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3 | METHOD

We are primarily interested in testing whether financial wellbeing is a mediating factor in the
association between mental health and HAS. We use a structural equation modelling (SEM)
framework, which allows us to model all the main hypothesised relationships and enables
observation of direct and indirect relationships between variables of interest. In addition to
specifying a path from financial wellbeing to mental health, we also recognise that poor mental
health can negatively affect financial wellbeing—via reductions in productivity or income
(Babiarz & Yilmazer, 2017) or increased risk of unemployment (Bubonya et al., 2019), for
example—and therefore allow for a path from mental health to financial wellbeing. Thus,
within a non-recursive SEM framework, we assume the following relationships:

MH = f(HAS,FWB, X)), (1)

FWB =f (HAS,MH,X;), (2)

where mental health (MH) is a function of HAS, financial wellbeing (FWB) and a set of explan-
atory variables (X,,) that explain mental health. Financial wellbeing is, in turn, a function of
HAS, mental health and relevant explanatory variables (X;) that explain financial wellbeing.

In addition to standard demographic indicators like age and gender, we also include a mort-
gage holder indicator in both equations, as we expect mortgage holders to have better financial
wellbeing and mental health than renters. In the mental health equation, we also control for
labour market status, whether a person resides in a rural or urban area, and real household
equivalised disposable income, as previous research (Bentley et al., 2019; Botha et al., 2022;
Kiely & Butterworth, 2013) has demonstrated the importance of these factors in explaining
mental health. The selection of additional covariates in the financial wellbeing equation is
informed by existing research (Botha et al., 2020; Comerton-Forde et al., 2022) that has demon-
strated the importance of education as an important personal characteristic, household income
as an economic resource input, as well as adequate financial behaviours, in our case savings
and time preferences. Table A1 discusses all variable definitions.

Figure 3 displays the main hypothesised relationships of interest. HAS directly affects finan-
cial wellbeing and mental health, and mental health and financial wellbeing directly affect each
other. There is also an indirect effect of interest, which is the effect of HAS on mental health
that operates via financial wellbeing. We expect HAS to be related to lower financial wellbeing
and poorer mental health, whereas there should be positive relationships between financial
wellbeing and mental health. The extent to which financial wellbeing mediates the relationship
between HAS and mental health is determined by the estimated indirect effect of HAS on men-
tal health.

Our system of equations takes the form:

MHi =0 +ﬂiHASi +(ﬂiFWBi +}’iXm+8i, (3)
FWB,=w; + ¢iHASi +6;MH; +n, Xt +v;. (4)

As goodness-of-fit statistics, we use the model chi-squared statistic, root mean squared error
of approximation (RMSEA), comparative fit index (CFI) and standardised root mean square
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residual (SRMR). For an acceptable model fit, RMSEA <0.06, CFI >0.90 and SRMR <0.08
(Hu & Bentler, 1999). Model stability is an additional consideration in non-recursive models.
For this purpose, we also report the stability index (SI), which, for a stable model, requires that
SI < 1 (Acock, 2013).

In addition to estimating the model for the pooled sample, we also split the analysis by ten-
ure type. This is informed by previous literature that has demonstrated that the effect of HAS
on mental health tends to differ between mortgage holders and renters (Mason et al., 2013).

4 | RESULTS
4.1 | Summary statistics

Table 2 reports the summary statistics of our variables. The mean and median financial
wellbeing scores in this sample are 50.88 and 50, respectively, on the 0-100 scale. For renters,
the mean score is 49.7 and for mortgage holders, the mean score is 54.05. These average scores
are low compared to other research (e.g., Botha & de New, 2022), but of course is not surprising
given we here only focus on individuals in the lowest 40% of the income distribution, for whom
we would, on average, expect lower levels of financial wellbeing.

Three-quarters of the sample are in HAS, including 68% of those who rent and 80% of those
with a mortgage. The average mental health score is 66.2 on the 0-100 scale, with the mental
health of mortgage holders (67.9), on average, better than that of renters (65.6).

4.2 | Regression results

Table 3 reports the main regression results for the overall sample and by housing tenure (see
Table A2 for the full estimation results). Goodness-of-fit statistics for all models are excellent
and satisfy all recommended thresholds for the entire sample ()(f4) =3.3, p=.504;
RMSEA =0.000; CFI=1.000; SRMR =0.003; SI=0.384), renters (;(%4) =147, p=.832;
RMSEA = 0.000; CFI=0.998; SRMR =0.003; SI=0.352) and mortgage holders (;(%4> =24,
p =.660; RMSEA = 0.000; CFI =1.000; SRMR = 0.005; SI=0.415).

There is no evidence of a significant direct relationship between HAS and mental health in
the aggregate sample or among renters, though there is weak evidence that mortgage holders
in HAS report better mental health than mortgage holders not in HAS. Higher financial
wellbeing scores are associated with significantly better mental health scores. The estimates
suggest that each one-point increase in the financial wellbeing score is related to improved
mental health of about 0.29 points for the overall sample, and this estimate is 0.26 points for
renters and 0.39 points for mortgage holders.

In the financial wellbeing equation, the relationship between HAS and financial wellbeing
depends on housing tenure status. Whereas in the overall sample, they share no significant rela-
tionship, renters in HAS report, on average, 2.5-point lower financial wellbeing than renters
not in HAS. In contrast, for mortgage holders, there is no significant association between HAS
and financial wellbeing. As expected, there is also evidence that better mental health is associ-
ated with higher financial wellbeing, with a 0.5-point improvement in financial wellbeing for
every one-point improvement in the mental health score.
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HAS

Financial Wellbeing | g Mental Health

FIGURE 3 Main hypothesised relationship between HAS, financial wellbeing and mental health.

TABLE 2 Sample summary statistics by tenure status.

All Renters Mortgage holders

Mean SD Mean SD Mean SD

Mental health (0-100 score) 66.19 19.72 65.58  20.03 67.90 18.75
Financial wellbeing (0-100 score) 50.88  21.87 49.74  22.28 54.05 20.38
Age 44.62 17.25 43.88 18.54 46.66 12.78
Log household annual disposable income 3.11 0.77 3.02 0.79 3.35 0.63
Share in HAS 0.71 0.68 0.80

Share male 0.51 0.49 0.58

Share with a Bachelor degree or higher 18.94 16.65 25.35

Share saving at least some money 72.19 70.58 76.68

Share with time preferences next year or longer 40.46 38.79 45.14

Share rural 0.38 0.38 0.39

Share employed 0.52 0.45 0.71

Share unemployed 0.08 0.10 0.03

Share not in the labour force 0.40 0.45 0.25

Number of observations 1493 1121 372

Note: HILDA Wave 20 weighted analysis sample.
Abbreviations: HAS, housing affordability stress; HILDA, Household, Income and Labour Dynamics in Australia.

Table 4 reports the estimated total, direct and indirect effects of HAS on mental health.
Here, we are particularly interested in any indirect effects of HAS on mental health through
financial wellbeing. We find a significant negative indirect effect for renters and a significant
positive indirect effect for mortgage holders. This suggests that, for renters, HAS is associated
with poorer mental health because HAS reduces financial wellbeing. For mortgage holders,
those in HAS, on average, have better mental health because financial wellbeing tends to be
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higher among mortgage holders in HAS. Indeed, closer inspection reveals that for renters, aver-
age financial wellbeing is lower among people in HAS (48.1) than those not in HAS (53.16),
and average mental health is also poorer among people in HAS (64.8) than those not in HAS
(67.3). In contrast, among mortgage holders, average financial wellbeing scores are higher
among those in HAS (55.2) than those not in HAS (49.7), whereas the average mental health
score is better for people in HAS (69.0) than for people not in HAS (63.6).

Given that higher financial wellbeing is related to better mental health, and higher financial
wellbeing protects renters’ mental health against HAS, we also briefly discuss the results with
respect to factors that can enhance financial wellbeing (see Table Al). Mortgage holders have,
on average, roughly 2.79 points higher financial wellbeing compared to renters. Individuals
with a university degree, particularly among renters, have significantly higher financial
wellbeing than those without a university degree. Sound financial behaviours and financial atti-
tudes are especially important for good financial wellbeing. For example, the financial
wellbeing score is, on average, between 15.1 and 17 points (on the 0-100 scale) higher for indi-
viduals who report saving regularly as compared to those who do not save at all; a very large
association was observed regardless of tenure status. Moreover, longer time preferences in terms
of savings and investment horizons are also strongly associated with higher financial wellbeing
for all respondents. Among mortgage holders, for instance, people who view the next year or
more as most important have financial wellbeing scores roughly 8 points higher than those
who only view the next few months as the most crucial time consideration with respect to
investment and savings decisions.

TABLE 3 Regression results for overall sample and by tenure type.

Mental health
HAS
Financial wellbeing
Financial wellbeing
HAS
Mental health
Observations
X
RMSEA

p-close
(RMSEA < 0.05)

CFI
SRMR
Stability index

Overall sample

1.237 (1.010)
0.286* (0.044)

—1.555 (1.043)

0.515%** (0.129)

1493

3.33 (p = .504)

0.000 [90% CI: 0.000;
0.036]

995

1.000
0.003
0.384

Renters

—0.014 (1.188)
0.255%* (0.053)

—2.494%* (1.184)

0.486*** (0.168)
1121
147 (p = 832)

0.000 [90% CI: 0.000;
0.026]

998

1.000
0.003
0.352

Mortgage holders

4.184* (2.132)
0.389%* (0.084)

2.321 (2.357)

0.443*** (0.160)

372

2.42 (p = .660)

0.000 [90% CI: 0.000;
0.062]

.900

1.000
0.005
0.415

Note: Standard errors are in round brackets. Estimates are unstandardised coefficients. Full results, including standardised
coefficients, are reported in Table Al.

Abbreviations: CFI, comparative fit index; HAS, housing affordability stress; RMSEA, root mean squared error of
approximation; SRMR, standardised root mean square residual.

***p < .01; ¥*p < .05; *p < .10.
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TABLE 4 Total, direct and indirect effects of HAS on mental health.
Estimate 95% CI
Overall
Total effect 0.929 —1.139; 2.997
Direct effect 1.237 —0.743; 3.217
Indirect effect —0.308 —0.910; 0.293
Renters
Total effect —0.741 —3.125; 1.644
Direct effect —0.014 —2.342; 2.314
Indirect effect —0.727 —1.394; —0.059
Mortgage holders
Total effect 6.146 1.929; 10.363
Direct effect 4.184 0.005; 8.362
Indirect effect 1.962 0.027; 3.898

Note: Total effect is the direct and indirect effect of HAS on mental health. Direct effect is the direct association between HAS
and mental health. Indirect effect is the indirect association between HAS and mental health, via financial wellbeing. Italics
suggest an estimate is significantly different from zero at the 95% confidence level.

Abbreviations: CI, confidence interval; HAS, housing affordability stress.

4.3 | Robustness checks

We conducted several robustness checks to investigate the sensitivity of the main results. First,
we examined whether the effects of HAS differ depending on mortgage holders’ loan to value
ratio (LVR) (see Atalay et al., 2021). For the mortgage holder sample, we re-estimated two
models, one for respondents with LVR <50% and one for respondents with LVR >50%. The
results are similar to the main results for all mortgage holders, in that greater financial
wellbeing is associated with better mental health, and better mental health is, in turn, also asso-
ciated with higher financial wellbeing. These are similar regardless of the LVR group consid-
ered, and the effect of HAS on mental health and financial wellbeing is not significant in both
LVR groups (results available upon request). Second, the traditional definition of HAS is that of
spending more than 30% of household income on housing payments while also being in the bot-
tom 40% of the national income distribution. To examine whether the relationship HAS with
financial wellbeing and mental health varies depending on how HAS is defined, we also
experimented with alternative cut-offs other than the 30% threshold, that is, housing payments
exceeding (i) 20% of household income, (ii) 40% of household income and (iii) 50% of household
income. The results in Table 5 are similar to the main results, with the direct association
between HAS and mental health being mostly insignificant across all thresholds. In addition,
for renters, the significant negative relationship of HAS with financial wellbeing remains
irrespective of the HAS threshold considered.

Finally, from the models reported in Table 5 we also examined the sensitivity of the indirect
effects of HAS on mental health to the different HAS cut-offs (see Table 6). For renters, the neg-
ative indirect effect of HAS on mental health (via financial wellbeing) remains negative and is
significant for the 20% threshold and weakly significant (at the 10% level) for the 40% threshold.
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TABLE 6 Total, direct and indirect effects for alternative HAS thresholds.

Panel A: Housing payments exceed 20% of disposable income

Overall
Total effect
Direct effect
Indirect effect
Renters
Total effect
Direct effect
Indirect effect
Mortgage holders
Total effect
Direct effect

Indirect effect

Panel B: Housing payments exceed 40% of disposable income

Overall
Total effect
Direct effect
Indirect effect
Renters
Total effect
Direct effect
Indirect effect
Mortgage holders
Total effect
Direct effect

Indirect effect

Panel C: Housing payments exceed 50% of disposable income

Overall
Total effect
Direct effect
Indirect effect
Renters
Total effect
Direct effect
Indirect effect
Mortgage holders
Total effect

Estimate

0.493
1.079
—0.586

0.068
0.845
-0.777

3.613
—0.182
1.287

0.782
1.050
—0.268

—0.533
0.061
—0.595

3.725
2.784
0.941

2.115
2.109
0.006

1.176

1.556

—0.380

3.809

ECONOMIC PAPERS —

WILEY_L_ =

95% CI

—1.918; 2.903
—1.245; 3.402
—1.301; 0.129

—2.602; 2.739
—1.763; 3.453
—1.524; —0.030

0.276; 6.950
—5.739; 5.374
—1.246; 3.820

—1.114; 2.678
—0.763; 2.864
—0.809; 0.273

—2.764; 1.698
—2.114; 2.237
—1.203; 0.014

0.006; 7.444
—0.883; 6.452
—0.593; 2.475

0.173; 4.057
0.256; 3.962
—0.540; 0.553

—1.112; 3.464
—0.646; 3.759

—0.982; 0.221

0.131; 7.487

(Continues)
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TABLE 6 (Continued)
Estimate 95% CI
Direct effect 2.078 —1.643; 5.797
Indirect effect 1.732 0.042; 3.423

Note: Total effect is the direct and indirect effect of HAS on mental health. Direct effect is the direct association between HAS
and mental health. Indirect effect is the indirect association between HAS and mental health, via financial wellbeing. Italics
suggest an estimate is significantly different from zero at the 95% confidence level.

Abbreviation: HAS, housing affordability stress.

For mortgage holders, the indirect effect remains positive and is significant in the case where
housing payments exceed 50% of household income.

5 | DISCUSSION AND CONCLUSION

We examine financial wellbeing as a possible mediator in the relationship between mental
health and HAS in a nationally representative dataset of Australians. We posit that high finan-
cial wellbeing—characterised by having good financial outcomes where people meet their
financial obligations, having control over finances as well as financial security, with these out-
comes in adverse circumstances, presently, and in the future—could assist individuals who find
themselves in HAS to better manage their finances despite housing adversity, and hence protect
their mental health.

We find that being in HAS is directly associated with lower financial wellbeing for renters
and that for both renters and mortgage holders, a reduction in financial wellbeing is related to
poorer mental health. Importantly, among renters, HAS has exhibited a negative indirect effect
on mental health (via financial wellbeing), but a positive indirect effect on mental health for
mortgage holders. One possible explanation is that mortgaged owners have more flexibility to
manage their housing expenditure (e.g., through refinancing their loan or requesting a mort-
gage holiday) compared to renters. It is also possible that the housing wealth effect of
homeownership and increased housing values is protective of mental health and perceived
financial wellbeing for mortgaged owners when experiencing HAS. This suggests that the
potential adverse mental health impacts of HAS can be partially mitigated if financial wellbeing
is relatively good.

An important implication of our findings is that having better financial wellbeing is likely
to mitigate a large part of the adverse mental health effects associated with HAS, especially
among renters. One of the most effective ways of enhancing financial wellbeing is by having
and practising good financial behaviours, such as saving regularly with a set savings plan, hav-
ing good financial literacy, and having longer investment time horizons. The important role of
financial behaviours for financial wellbeing is found in this study as well, and the relative
importance of good financial behaviours for greater financial wellbeing has also been confirmed
by previous work (Botha & de New, 2022; Comerton-Forde et al., 2022). However, as our find-
ings illustrate, renters as a group and renters in HAS are less likely to have good financial
wellbeing, suggesting that there are also structural constraints to the kinds of financial behav-
iours associated with financial wellbeing.

Although in this analysis, we found little evidence of an association between HAS and men-
tal health, previous studies using longitudinal data from HILDA have consistently found that
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movements into (out of) HAS led to poorer (better) mental health outcomes (Baker et al., 2020;
Bentley et al., 2011). Thus, given the strong relationship we find between financial wellbeing
and mental health, over time, we would expect that people moving into HAS, but with good
financial wellbeing, are better protected from negative mental health effects. Previous work has
found one of the main pathways through which HAS impacts mental health is because of
greater financial stress (Singh et al., 2020). Having good financial wellbeing will help in reduc-
ing financial stress as well.

Because the financial wellbeing scale was included in only one HILDA wave to date, we
were only able to use a single cross-section analysis wave. Our analyses are, therefore, descrip-
tive, and we make no causality claims. Using a longitudinal design, future work should investi-
gate how changes in financial wellbeing can mitigate the mental health effects of moving in
and out of HAS. Such an analysis would be possible in future HILDA Survey releases, which
will field the financial wellbeing scale every 4 years.

Note also that the financial wellbeing measure used in this paper is a self-reported or per-
ceived measure. This is only one component of financial wellbeing, with observed financial
wellbeing—obtained from people's actual bank record information—being the second compo-
nent (Comerton-Forde et al., 2022). We are, therefore, only able to comment on the self-
reported component of financial wellbeing and its relationship with HAS and mental health.

This paper has demonstrated the importance of accounting for financial wellbeing as a way
of dealing with the precarity of HAS and, in so doing, mitigating any adverse mental health
effects. Having good financial wellbeing makes it easier to deal with everyday financial pres-
sures and to meet financial obligations. While sound financial behaviours, especially having a
disciplined savings plan and longer investment horizons, can be very effective ways in which to
enhance financial and mental wellbeing for some, our findings also demonstrate these capaci-
ties are constrained by structural factors, such as tenure and HAS. Some tangible ways in which
financial behaviours could be improved include innovative financial education support pro-
grams designed to improve financial planning, budget management, and general financial liter-
acy. Other considerations include finding ways in which households could be provided with
adequate levels of income and welfare benefits that would reduce the chances of facing the situ-
ation of HAS.
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APPENDIX A

TABLE A1 Variable definitions.

Variable

Mental health

Housing affordability
stress (HAS)

Financial wellbeing

Male

Age

Mortgage holder

Log household income

Education

Labour force status

Rural

Savings

Time preferences

Definition

Mental Health sub-scale (MHI-5) of the SF-36 measure, ranging from 0 (low) to
100 (high).

Equals 1 if a respondent’s household income falls in the lowest 40% of the
national income distribution and housing payments exceed 30% of their
household income.

Summation of responses to the 5-item reported financial wellbeing scale (see
Table 1), ranging from 0 (low financial wellbeing) to 100 (high financial
wellbeing).

Equals 1 if a respondent is male, 0 otherwise.

Respondent's age in groups, 18-24, 25-29, 30-34, 35-39, 40-44, 45-49, 50-54,
55-59, 60-64, 65 and older.

Equals 1 if a respondent is a mortgage holder, 0 if renting.

Log of annual equivalised real disposable household income, in December 2020
prices.

Equals 1 if a respondent's highest level of education achieved is a Bachelor
degree or higher, 0 otherwise.

Consists of three categories, namely employed, unemployed, and not in the
labour force.

Equals 1 if a respondent lives in a rural area, 0 otherwise.

Respondents are asked: “Which of the following statements comes closest to
describing your (and your family's) savings habits?” Responses include (i) don't
save: usually spend more than income, (ii) don't save: usually spend about as
much as income, (iii) save whatever is left over at the end of the month—no
regular plan, (iv) spend regular income, save other income, (v) save regularly
by putting money aside each month. This indicator equals 1 if a respondent
saves at least some money each month (i.e., iii-v), 0 otherwise.

Respondents are asked: “In planning your savings and spending, which of the
following time periods is most important to you?” Responses are (i) the next
week, (ii) the next few months, (iii) the next year, (iv) the next 2 to 4 years, (v)
the next 5 to 10 years, (vi) more than 10 years ahead. This indicator equals 1 if
a respondent views the next year or longer as most important, 0 otherwise.
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