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Determinants of Chonsei Deposit to Housing Sales Price Ratio Based on Rental Housing
Market Equilibrium Condition: Focused on Housing Price Volatility
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< Abstract >

Traditional approach to analyze the determinants of Chonsei deposit to housing sales price ratio
is based on asset market equilibrium condition. However, this approach does not fully account for
complexity involved in Korean rental housing market, where Chonsei, Monthly-rent-with-variable
deposit, and pure monthly rental contracts coexist. In this paper, we utilize each rental type’s
different rate of return structure and examine the determinants of Chonsei deposit to housing sales
price ratio based on rental housing market equilibrium condition. We further incorporate housing
price volatility into the analysis as a critical variable related to housing investment risks, which has
been ignored in previous studies.

Our empirical analysis using a sample of the apartment sales price and rent in Seoul confirm our
theoretical predictions: Chonsei deposit to housing sales price ratio is positively linked to the
rent-to-price ratio and housing price volatility, and the ratio is negatively affected by the expected
housing price appreciation rate. The relationship between the Chonsei deposit to housing sales
price ratio and housing price volatility was robust to different measures of housing price volatility.

The long-run elasticity of Chonsei deposit to housing sales price ratio with respect to rent-
to-price ratio was estimated to be 1.04~1.22 and the long-run elasticity of the ratio with respect to
housing price volatility was estimated to be 0.15~0.53. which is about 50 to 100 percent of the
long-run elasticity with respect to expected housing price appreciation rate. These results show that
previously ignored housing price volatility is one of important variables to affect Chonsei deposit to
housing sales price ratio and risk factors are needed to be considered to better understand Korean
housing market.
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Keyword : Chonsei Deposit to Housing Sales Price Ratio, Housing Price Volatility, Rental Housing Market
Equilibrium, Autoregressive Distributed Lag Model
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(a,), -0.303 ™ -7.02 -0.188 ™ -4.68
o(a), 0.384 ™ 434 0132 ™ 3.45
Adj-R? 0.996 0.996
DW. AZ AT 1.67 1.87
Redundant ApBt F=138, p=0.17 F=1.08, p=0.28
varb. test AAsh2A| F=0.85, p=0.43 F=0.93, p=0.40
A7 |42 3 | Breusch-Godfrey F=1.25, p=0.27 F=0.25, p=0.62
Breusch-Pagan- _ N 5 ~
ol 24t A% Godfrey F=2.20, p=0.05 F=1.65, p=0.15
Harvey F=1.96, p=0.08 F=1.00, p=0.44

CRCE:

X{)=0.93, p=0.63

X{»)=342, p=0.18

5H7|(Bounds) A%

F=21.05 (F[I(0)] =3.42, F[I(1)]=4.84)

F=3.91(F[1(0)] =3.42, F[I(1)]=4.84)

S

53
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F 2Y7|7H2 20051 227 |HE] 20183 227|Q. t-4f2 HAC(Heteroskedasticity-Autocorrelation Consistent) &

Q22 ARESE Ztol

=T wio-

p <01, ™ p<005 ™ p<0.01.
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