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In this research, | consider the tenure choice problem under different schemes of
legal tenancy protection. | analyze the interaction between the rental and resale housing markets under co
nditions of bilateral asymmetric information regarding housing quality and the type of residents. Home own
ership is associated with a trade-off between the loss caused by asymmetric information and rent exploitat
ion by landlords in a hoIduB problem. With perfect protection for tenants, adverse selection in the resale

housing market becomes problematic, and the market disappears. Conversely, the absence of tenancy protect
ion mitigates adverse selection in the resale housing market and leads to a separating equilibrium.
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