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Modelling the Demand for Housing
Considering the Effect of Householder’'s Birth Cohort
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< Abstract >

There exist various arguments about future housing demand in the Korean housing market
which is facing with aging population along with up-coming retirement of the baby boom generation.
Although the baby boom generation has been a dominant force driving the housing market, they
experienced both the Asian financial crisis in the late 1990s and the global financial crisis in the
late 2000s. Due to their distinctive experiences during their wealth formation ages, many scholars
suspect that their housing demand and preference would differ from the earlier generations who
formed their wealth during surging economic development period.

This paper develops a new form of housing demand estimation model to overcome the
limitations of the Mankiw-Weil model and to sort out the birth cohort effect from age effect on
housing demand. The model is based on a non-linear form, and applies the non-linear least square
estimation procedure for the estimation of the empirical model. The empirical estimation results
show that the baby boom generation holds low standards of housing consumption than other
generations. It implies that there would be extra decrease in housing demand when the baby boom
generation is getting aged, comparing with the aging effect of the earlier generations.

Z A o : Feipe WF-YY 2F, HMHRE, BYASE
key word : Housing demand, Mankiw-Weill model, Nonlinear model, Birth cohort
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d2529 15.190| 0.566 | 1.084 | 0.076 | 3.737 | 0.217 | 2.832 | 0.129 | 0.069 | 0.041
d3034 27.706| 0.555 | 1.984 | 0.124 | 7.487 | 0.341 | 4,185 | 0.173 | 0.208 | 0.052
d3539 30.720| 0.621 | 2.143 | 0.136 | 8.508 | 0.389 | 4.425 | 0.186 | 0.264 | 0.063
d4044 31.937| 0.645 | 2.154 | 0.138 | 8.585 | 0.400 | 4.387 | 0.189 | 0.293 | 0.071
d4549 36.077| 0.627 | 2.340 | 0.151 | 9.368 | 0.435 | 4.465 | 0.195 | 0.400 | 0.086
d5054 30.874| 0.644 | 2.580 | 0.166 | 9.924 | 0.455 | 4.513 | 0.197 | 0.490 | 0.101
d5559 41,047 0.621 | 2,711 | 0.172 | 9.773 | 0.437 | 4.358 | 0.186 | 0.377 | 0.089
d6064 40.814] 0.613 | 2,934 | 0.181 | 9.643 | 0.414 | 4.138 | 0.171 | 0.346 | 0.087
d6569 43,536 0.672 | 3.280 | 0.199 | 9.996 | 0.424 | 3.544 | 0.152 | 0.486 | 0.102
d7074 43.235] 0.801 | 3.418 | 0.206 |10.395| 0.446 | 3.619 | 0.155 | 0.464 | 0.104
d7579 37.527| 1.089 | 2.853 | 0.185 | 8.984 | 0.435 | 3.447 | 0.157 | 0.496 | 0.116
d8000 30.037| 1.162 | 1.486 | 0.130 | 6.072 | 0.363 | 3.268 | 0,155 | 0,443 | 0,110
hhage | 0.507 | 0.012 0.007 | 0.031
bd1_0039 2.066 | 0,101
bd1_4064 1.921 | 0.066
bd1_6500 2.689 | 0,093
bd2_0039 0.587 | 0.039
bd2_4064 0.632 | 0.022
bd2_6500 0.915 | 0.030
hb193544 -0.018 | 0.012
hb194554 -0.065 | 0,014
hb195564 -0.090 | 0.017
hb196574 -0.036 | 0,022
hb197584 -0.016 | 0,029
hb198510 -0.194 | 0.193
income | 0,370 | 0.007 0.355 | 0.008
expense -0.085 | 0.006 | 0.005 | 0.006 | 0.046 | 0.006
asset 0.281 | 0.004 | 0.271 | 0.003 | 0.344 | 0.004
cost” -0.040 | 0.004 -0,047 | 0,004 |-0.147 | 0.004 |-0.149 | 0.004 | -0.257 | 0.005
N 28,076 30,408 28,076 25,519 25,519 23,757
Root MSE 42,41 49.52 47.94 4467 40,74 35.78
1) FEe] 7140 et ©E44.
2) B AEEE wgd wet ASA7F EA8ke] Al BA 4 AME BE47F bR

2 244 Aglel BAH olEE s ol £E02 R,
A, U2 7S RSS2k e < F7ho] Ake] - 65-694| 5 EAEQon, 2}
g 7179 w2ene wakel ma | o = 7he 30~3441 AREIA RS o] FAHE
ANE HH 7P B WHS Avehe A 65~694 TIlA 7 WA o] ASHARE
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(£ 3) Ferany 34 AR
. model0 modell model2-1 model2-2 model3 model4
Variables
Coef, | S.E. | Coef, | S.E. | Coef, | S.E. | Coef, | S.E. | Coef. | S.E. | Coef. | S.E.
38 | 1.078 | 0.090 2.665 | 0.368
hhsize | 0.194 | 0.007
d0019 5.101 | 0.312 | 0.172 | 0.018 | 1.363 | 0.126 | 1.783 | 0.090 | 0.050 | 0.013
d2024 9.739 | 0.529 | 0.414 | 0,037 | 3.289 | 0.243 | 2,183 | 0,118 | 0.064 | 0,022
d2529 25.311] 0.380 | 1.000 | 0.078 | 8.551 | 0.433 | 3.318 | 0.154 | 0.166 | 0.027
d3034 31.003| 0.359 | 1.146 | 0.091 |10.342| 0.519 | 3.750 | 0.175 | 0.198 | 0.034
d3539 30.264 | 0.430 | 1.081 | 0.088 [10.055| 0.520 | 3.623 | 0.175 | 0.175 | 0.036
d4044 20,841 0,493 | 1,052 | 0,086 |10.057| 0.527 | 3.425 | 0.172 | 0.190 | 0,042
d4549 28.375] 0.530 | 0.997 | 0.083 | 9.669 | 0.523 | 3.316 | 0,172 | 0.198 | 0.047
ds054 22.892| 0.616 | 0,770 | 0.067 | 7.558 | 0.441 | 3,119 | 0.165 | 0.190 | 0,051
ds5559 20,7291 0.706 | 0.743 | 0.065 | 6.672 | 0.406 | 3.050 | 0.161 | 0.254 | 0.060
d6064 23.536| 0.801 | 0.920 | 0.077 | 7.505 | 0.442 | 3.341 | 0.171 | 0.291 | 0.064
d6569 29.601| 0,885 | 1.301 | 0.105 |10.363| 0.562 | 3.038 | 0.174 | 0.297 | 0.066
d7074 22.969| 0.996 | 1,053 | 0.089 | 8.326 | 0.499 | 2.842 | 0.162 | 0,236 | 0.061
d7579 21.550] 1.291 | 0.932 | 0.092 | 8.181 | 0.590 | 2.718 | 0.175 | 0.357 | 0.080
d8000 21.098| 1.507 | 0.571 | 0.079 | 6.719 | 0.587 | 2.725 | 0.186 | 0.336 | 0.079
hhage | 0.090 | 0.013 0.248 | 0.033
bd1_0039 1.504 | 0,044
bd1_4064 1.891 | 0.064
bd1_6500 2.756 | 0.145
bd2_0039 0.558 | 0.023
bd2_4064 0.583 | 0.027
bd2_6500 0.881 | 0.053
hb193544 0.034 | 0.022
hb194554 0.022 | 0.024
hb195564 0.074 | 0.028
hb196574 0.191 | 0.035
hb197584 0.288 | 0.042
hb198510 0.380 | 0.091
income | 0.479 | 0,009 0.449 | 0.010
expense 0.031 | 0,007 | 0.131 | 0.007 | 0.165 | 0.007
asset 0,182 | 0.003 | 0,184 | 0.003 | 0.193 | 0.003
cost”  [-0.076 | 0,005 -0.080 | 0.005 |-0.169 | 0.005 |-0.177 | 0.004 |-0.214 | 0.005
N 18,264 18,986 18,264 16,127 16,127 15,654
Root MSE 26.77 30.84 29.58 27.44 24.27 21.13
D F¢ dRHAMESE) o g A
2) 28 ALEE Wl we) A2A7h Edetal A BAel A BEsv) el
F RN ARRS BAF folEE s ol FEOE BN,
AU 0 2= 7hashs FAR UERd) olggh ®F 22 = vk ¢4

2
P25 B Alsh At

7V 472F 0363} 0.45% UERSTE Teuh A

T WEE T Y 2

o183 B 21 3} AF 2 Ak
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BEASIITL H19%] H3E

(5 % 1) P45 OLs 447

. 23t 32} 42} 52}
Coef, S.E. Coef S.E. Coef, S.E. Coef, S.E.
A}2=3} 3,093.66 | 601,76 | -1,544.20 |846.72| -4,252.80 |583.94 | -1,934.81 |952.49
P ] 200.95 | 24.17 136,61 | 33.54 241,757 | 23.18 166,87 | 37.65
7HE QAEAlF 213 | 0.24 -1.63 | 0.33 251 | 0.23 1,84 | 0.37
AR (F=1) 442,92 [135.46| 69516 |193.91 944,77 |133.52|  974.60 | 214.77
TV 7E aZoldt 302,53 |106.63| 321,16 |151.34| 568.61 |104.21| 203.39 |172.43
TV 2-43ANE | 116945 12987 50855 |186.54| 158889 |125.50| 1,019.40 |207.97
7V diEtdZe) ) | 301617 |281.42| 2,608.16 | 400.88| 3314.11 |265.12| 1,699.16 | 449.06
A2H1005+H) 406 | 0.22 6.297 | 0.31 1.84 | 0.13 5.06 | 0.28

Adj.R2 0.2038 0.1732 0.2193 0.1477

N 3,420 3,235 3,106 3,196

e 62 72} 8z 93}
Coef, S.E. Coef, S.E. Coef, S.E. Coef, S.E.
g 577653 |720.69 | -3,892.82" [699.17 | -4,565.67 |735.03| -5,999.59  |849.20
7HEaE 314,51 | 28.50 235.82° | 27.41 27871 | 28.72 333.327 | 32.85
7HE QAEAlF 3,18 | 0.28 2.43 | 0.26 2,88 | 0.27 330 | 0.31
ZV7FAAE03A=1) | 1,008.68 |154.66| 899.96 |148.40|  727.09  [151.47| 781.35 |175.14
7V aZEolst 680.05 [136.57| 553.60° [133.87| 641.87 |141.85| 612.76 |167.47
VP 2-43AYE | 171069 |160.07| 173075 |158.23| 1,622.80 |167.56| 1861.41 |197.06
7V B dEold | 3,059.71 |334.74| 277413 |315.39| 2616.49 |323.27| 2757.16 |374.18
22H100%+4)) 243 | 0.14 3.60 | 0.17 3.30 | 0.16 297 | 0.16

Adj.R2 0.2007 0.2455 0.215 0.1766

N 3,593 3,722 3,805 3,981

w2 10x} 112} 122} 13x}
= Coef, S.E. Coef, S.E. Coef, S.E. Coef, S.E.
Ay5g) -4,496.56 | 882.46 | -4,716.94 | 672.72| -4405.01  |620.34 | -6,189.31 | 641.29
A 28551 | 33.81 299.60 | 25.77 271.37 | 23.62 332,40 | 24.40
7HE QEAlF 292" | 0.32 3127 | 0.24 279 | 0.22 3,16 | 0.23
A (dAd=1) 88582 |176.78| 895.62° |132.72| 62690 |128.82| 1,047.62 |128.59
7V aZo)3} 336.60 |173.26| 572.23 | 134.18| 64214 [133.01| 831.83 |136.61
V7F 2 43ANE | 1514.63 | 204.16| 1673.45 |156.06| 1,641.86 |155.13| 2379.80 |152.74
7t diEtdZo)d | 2,635.00° |380.99| 2,791.84  |288.92| 2,643.03" |294.45| 3,715.66 | 273.44
A2H1005H) 3.19 | 0.15 2727 0.11 3.16 | 0.13 0.16 | 0.03

Adj.R2 0.1914 0.2631 0.2072 0.1599

N 4,055 4,246 5,422 4,488

w2 100, S0, 100 $EIN BAZZ el
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27} 27}
Variables | model3-1 | model3-2 | model4-1 | model5 | model3-1 | model3-2 | model4-1 | model5
Coef, Coef, Coef, Coef, Coef, Coef, Coef, Coef,
s 8.386** | 7.903"* | 7.904* 6.727% | 7.199* | 7.784*
doo19 0.772%* 0.011** -0,011* -0.015™ 0.283** -0.030™* 0.110* -0.030**
d2024 0.929* 0.110* 0.035** 0.034* 0.385** -0,061** 0.104** -0.070**
d2529 1,293** 0.147* 0.069* 0.069** 0.580** 0.024** 0.333** 0.043**
d3034 1.728** 0.269%* 0.212% 0.207** 0.616** 0.150** 0.496** 0.196**
d3539 1,761 0.284** 0.269** 0.264** 0.577* 0.078** 0.521** 0.259**
d4044 1.754* 0.201** 0.301** 0,204 0.531** 0.052** 0.642* 0.396**
d4549 1.804* 0.254** 0.412* 0.408" 0,513* 0.079** 0,723* 0.510*
ds054 1.879* 0.440** 0.506** 0.502** 0.465** 0.191** 0.805** 0.644**
d5559 1.925% 0.507** 0.390** 0.388** 0.495* 0.308** 0.951** 0.863**
d6064 1,927 0.586** 0.358** 0.356* 0.578* 0,561** 1.017* 0,968
d6569 1.647% 0.691%* 0,502* 0.524** 0.503** 0,598** 1.000** 0.778**
d7074 1.771* 0,762* 0.480** 0.498* 0.502** 0.535** 0.825** 0.654**
d7579 1,845* 0.713** 0.512* 0,522% 0.509** 0.628* 1.103** 0,923
d8000 1.751* 0.413" 0.458** 0.461** 0,442 0.576** 1.053** 0.889**
bdl_0039 | 1.885* 0.010** -0.006%* 1.095** -0,140** 0.006**
bd1_4064 1.770™ 0.014** 0.042** 1.347* -0.089** -0.030**
bd1_6500 | 3.003** 0.044** -0.007** 2,742 0.029** -0.013**
bd2_0039 | 0.509* -0,0064** -0.020** 0.440™ 0.014* 0.069**
bd2_4064 | 0.583* 0.005** -0.004** 0.450™* -0.088** 0.134**
bd2_6500 | 1.019** 0.017** -0.009** 0.910** -0.023** 0.164**
hb193544 -0.019* -0,021** -0.011* -0.154**
hb194554 -0.066** -0,069* 0,062 -0.078**
hb195564 -0.092** -0.094* -0.050** 0.066**
hb196574 -0.040** -0.040** 0.021* 0.002**
hb197584 -0.020** -0.018* 0.075** -0.057**
hb198510 -0.200** -0.194* 0.085** -0.028**
income 0.366™* 0.497*
expense 0.063** 0.046** 0.047** 0,194** 0.171* 0.170**
asset 0.268** 0.344** 0.344** 0.182** 0.192* 0.191*
costl) -0.037** -0.158* -0.257** -0.257** -0.085** -0.183** -0.213* -0.212%
N2) 28,076 25,519 23,757 23,757 18,264 16,127 15,654 15,654
Root MSE 44.35 37.72 35.78 35.78 27.40 22.32 21.16 21.07

1) Fee] 742l g gael.

2) 239 AREE W wet 2
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