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A Study on Impacts of Cost & Expected Return on House Market
:Housing Tenure Choice
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< Abstract >

This paper empirically investigates the relationship between ownership cost and rent cost and
the relationship between purchase price and Charter(Jeonse) price based on the TVM(Time Value
of Money), in condominium market in Seoul, Korea.

First, | analyze the cost difference in ownership and Charter using the TVM based model. The
result shows that the Charter costs up to 54-94% of ownership cost. This implies that Jeonse also
incurs considerable costs compared to the ownership.

Second, | conduct the co-integration analysis between cost difference and expected income of
purchase and Charter. The results detect a significant difference both in cost difference and
expected return in the long-term equilibrium. In the short-term, cost difference is significant. Also,
Charter shows a higher explanatory power (68%) compared to that of purchase (45%) in cost
difference and expected return.

Third, in a separate analysis, expected return shows significance in the long-term equilibrium
and cost difference shows significance in the short-term equilibrium.
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Q9L AFEA Y 94 BS EAleke
(% 2) 348 734 24
T B Test No. of CE(s) Eigenvalue Statistic Critical(5%) Prob, **
None * 0.243 90.574 69.819 0.001
Trace . 6 4 6
25wy At most 1 0.217 55.263 7.85 0.009
None * 0.243 35.311 33.877 0.034
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At most 1 * 0.217 31.051 27.584 0.017
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None * 0.194 27.872 27.584 0.046
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At most 1 0.137 18.939 21.132 0.099




27H|E2 7Iojolefof #

ofste] e AABISITE 5% FrolaolA trace
test , Max-eigen testol] X 3-4%-o] &gt} w}
2] WS aHEeHA] el W QA RS
ol-gste] A= gt

7leole}e: FHR 7 Aol ule} B

A A ES A ]%(GAINKS)E o]
L3190k AlIYHA BAow FAR W7k A
W= vExjol S 1 2 B3lst § Qx4 o)
0 o] vjulSZHE(APTS) ol AAIS7H-E(IPS) =
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ol Test THE FEigen Stat Critical Prob,
None * 0.551 108.8 69.819 0.000
frace . 4 65.061 47.856 1
o 2 At most 1 0.439 5.0 7.85 0.00
None * 0.551 43.254 33.877 0.003
Maxim
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At most 1 0.431 30.478 21,132 0.002
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Trace
71 At most 1 0.381 34.058 29.797 0.015
°]¢] None * 0.431 30.443 27.584 0.021
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At most 1 0.381 25,939 21,132 0.010
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