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A Review of Issues about Transaction-Based Housing Price Index in Korea

0] o (Lee, Young Man)**

< Abstract >

There are a number of issues about the purpose and method of housing price index in Korea. The
aim of this article is to review them for constructing a new transaction-based index. Housing price
index method has to be different according to the purpose of the index. And they must be different
depending on transaction price or assessed value. For example, if we want to use transaction
prices for a index, we can't adopt the Laspeyres index method. In this case, we have to choose
the hedonic price index method or the repeat sale price index method or the SPAR(sale price
appraisal ratio) index method. The hedonic price index method is appropriate for constructing a
cost-of-living index. However it is costly and has mis-specification problems. The repeat sale price
index method is relatively free from mis-specification and expensive cost problems. But it has the
severe random sampling bias and the revision-of-index problem. The SPAR index method has not
problems of the mis-specification, expensive cost, random sampling bias, revision-of-index. It
seems, however, that it has the problem of appraisal price inconsistency. Consequently, the choice
of index methods is depending on the purpose of an index, the characteristic of price data, and
the extent of problems which each method has.

M o . FETHEX g, SHALOR A K|, SETAR 4, SHEI T E X, SPAR X4
Keyword : housing prioe index, Laspeyres index, hedonic price index, repeat sale price index,
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