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A study on the forecasting power of Chonsei price about volatility of housing price
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< Abstract >

We investigate the relation between volatility of housing price and Chonsei price. According to
option pricing theory, Chonsei price is inversely related to the volatility of housing price. Therefore,
we can conjecture that future housing price will be more volatile when the Chonsei price is low,
under the efficient market.

To test the hypothesis, we analyse time series data of Seoul and other metropolises and the
results are as follows. First, we can observe inverse relation between Chonsei price and volatility
of future housing price for Seoul in the period of the global financial crisis. However, we can't
observe this relation at the other metropolises. Second, implied volatility from Chonsei price doesn't
predict volatility of future housing price. Third, according to the cross-sectional analysis, volatility of
future housing price is inversely related to the Chonsei price.
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