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Abstract
This study attempts to examine the trend of housing costs by tenure type and analyze the impact of interest rate
and property tax policy changes. For this purpose, the housing costs of owner and renter were obtained using
the approach of Hendershott and Slemrod (1982). Then, simulations were conducted to analyze the effects of
changes in interest rate and property tax system on housing costs. According to this analysis, the housing costs
of the owner or Jeonse with mortgage decreased as interest costs also decreased due to lowered interest rates.
However, the relative housing costs of the monthly rent or Jeonse without mortgage increased. In the case of
implicit housing costs, the housing costs of the owner dropped significantly as expectations of higher prices
increased. Meanwhile, the increase in property tax burden due to the public price realization and the
strengthening of comprehensive real estate taxes was found to be insufficient compared to the changes in
interest rates and price expectations. These findings explain the recent rapid increase in demand of owning a
home and call for policy alternatives for households that have experienced a relative increase in housing costs.
At the same time, this study also raises issues related to increasing the explicit costs incurred by home owners

based on excessive borrowing in case of raised interest rates.
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Table 1. Results of the Hedonic Price Model
Dependent Variables: Hol\ﬁz: ;lrlice ]e;\:[l(s)g T)lfice Mol\r/lltoh(};lfent

Constant 5.956%*** 1.315%** 0.227%**
In (Size) 1.07 1% 1.8871*** 0.941%**
Row house -0.53 2% -0.392%** 0.037%**
: OEX‘;‘;ZI;‘:“) Detached house -0.561 %+ -1.457 %% -0.243%%*
Other 0.237%** -0.5871*** 0.250%**
2008 -0.010%** 0.016*** 0.036%**
2009 0.004*** 0.011%** 0.013%**
2010 0.109*** 0.170%** 0.080***
2011 0.149%** 0.1971%** 0.108***
Time d . 2012 0.202%** 0.330%** 0.107***
”E‘(; zlz)rg;r;les 2013 0.232%* 0.389%#* 0.104%*
2014 0.287*** 0.469%** 0.136***
2015 0.347%** 0.503*** 0.139%**
2016 0.400%** 0.629%** 0.136%**
2017 0.452%** 0.680*** 0.155%**
2018 0.521%* 0.635%** 0.163***
Busan -1.059%** -0.947*** -0.720%**
Daegu -1.0971*** -1.878*** -0.518***
Incheon -0.800%** -1.256%** -0.4971***
Gwangju -1.446%** -1.895%** -0.94 5%
Daejeon -1.219%** -1.392%** -0.776%**
Ulsan -1.100%*** -1.010%** -0.548***
Sejong -0.993*** -1.816%** -0.664***
Regional dummies Gyeonggi -0.63 1% -0.638%** -0.205%**
(0=Seoul) Gangwon -1.675%** -3.068%** -0.712%**
Chungbuk -1.322%** -1.755%** -0.796%**
Chungnam -1.499%** -1.533%* -0.709%**
Jeonbuk -1.843*** -2.599%** -0.9071***
Jeonnam -2.088%*** -2.824%** -0.866%**
Gyeongbuk -1.623%%* -2.527%%x -0.656%**
Gyeongnam -1.258%** -1.389%** -0.637%**
Jeju -0.651%** -1.611%** -0.574%**

N 33,848 18,016 18,016

R? 0.647 0.348 0.430

Adj R? 0.646 0.347 0.429

Note: *, **, and *** indicate significance at the 10%, 5%, and 1% levels, respectively.
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Table 2. Estimated Explicit Housing Cost by Tenure Types
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(Unit: 10 thousand KRW per year)

Category 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
a. Own without 207 207 205 216 213 216 214 215 207 198 200 211
mortgage
b. Own with

492 543 479 484 469 471 438 434 407 395 435 489
mortgage (40%)
¢ Own with 705 795 684 685 661 662 605 598 557 543 612 698
mortgage (70%)
djeonsewithout 504 199 199 209 205 208 205 207 197 188 189 195
mortgage
e. Jeonse with 950 1,047 868 782 763 730 647 614 546 524 555 674

mortgage (80%)

f. Monthly rent

1,050 1,060 1,079 1,072 1,057 1,062 1,067 1,069 1,061 1,049 1,044 1,097
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Table 3. Estimated Implicit Housing Cost by Tenure Types
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Fig. 6. Difference in Implicit Housing Cost between
Jeonse and Monthly Rent
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oA 200040 F3F Fel7t 7 SAIEE A7
iz A2 RAI9] FA 1 8 Xl 7} 2] fdgkort,
20109 Tho] Sol A2 7127} olof o] ute} &
A|2te] A7} 27 ol Hek(Fig. 6).

oleidt A9 E FAH 8L Fe 9o et

N TheA ek Fig, 72 ofmhEo]Ae] A7}

(Unit: 10 thousand KRW per year)

Category 2007 2008 2009 2010 2011

a. Own without

-972 968 939 826 963
mortgage

2012 2013 2014 2015 2016 2017 2018

314 1,277 1,071 609 40 724 818

b. Own with

mortgage (40%) -958 948 909 830 976

349 1,305 1,096 663 102 782 866

c. Owner with

mortgage (70%) -948 933 887 833 986

375 1,326 1,114 704 149 826 903

d. Jeonse without

1,043 1,262 1,076 877 831
mortgage

739 662 635 497 460 515 663

e. Jeonse with

1,118 1,2 1,044 91
mortgage (80%) 8 1,260 1,0 916 888

836 738 700 606 579 621 767

f. Monthly rent 1,050 1,060 1,079 1,072 1,057

1,062 1,067 1,069 1,061 1,049 1,044 1,097
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Table 4. Effects of Interest Rate Changes on Explicit Housing Cost by Tenure Types
(Unit: 10 thousand KRW per year)

Sensitivity analysis Scenario analysis
Category

0.25%p 0.5%p 1%p 2019 2020

a. Own without mortgage 0.0 0.0 0.0 0.0 0.0
b. Own with mortgage (40%) 20.6 41.1 82.2 -53.4 -73.1
c. Own with mortgage (70%) 36.0 71.9 143.8 -93.5 -128.0

d. Jeonse without mortgage 0.0 0.0 0.0 0.0 0.0
e. Jeonse with mortgage (80%) 35.21 70.4 140.9 -91.6 -125.4

f. Monthly rent 0.0 0.0 0.0 0.0 0.0

Table 5. Effects of Interest Rate Changes on Implicit Housing Cost by Tenure Types
(Unit: 10 thousand KRW per year)

Sensitivity analysis Scenario analysis
Category

0.25%p 0.5%p 1%p 2019 2020
Own (A) 53.1 106.3 212.6 -135.2 -141.3
Jeonse (B) 44.0 88.0 176.1 -110.6 -92.1

Monthly rent (C) 0.0 0.0 0.0 0.0 0.0
A-B 9.1 18.2 36.5 -24.7 -49.2
A-C 53.1 106.3 212.6 -135.2 -141.3

7) 20194 71 S8 wjul 7} ohH] HAH]E-2 A=t Bt 66.1%°]H, oFFE Q] -9- 70.6%0] ERITHAET A, 2019).

8) 2019¥3} 20204 =223 34 W] ARG E(AA )= ZHZ) 2.023%, 2.128%F 2018 2.651%°] B3] 0.628%p,
0.523%p Rtk

9) JAA FAuEL] 739 ol &} HI-&3} 7| 3] H|-&-0] AT FE A E] o] {ASE F0]E UEhle A Ho|B & thEA 3¢
& A A5to] 25 oetegith
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Table 6. Effects of Price Change Expectations on
Implicit Housing Cost
(Unit: 10 thousand KRW per year)

Scenario analysis
2019-2020
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2018-2019
-535.9

2020-2021
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Table 7. Effects of Public Price Realization on Implicit
Housing Cost
(Unit: 10 thousand KRW per year)

Table 8. Effects of Changes in the Comprehensive Real
Estate Tax Rate on Implicit Housing Cost
(Unit: 10 thousand KRW per year)

Scenario analysis

Scenario analysis

Category
Scenario 1 Scenario 2 Scenario 3 Scenario 4 2019 2020
0.725 1.499 4.075 9.839 All home owner 0.085 0.244
Subject to tax 25.148 72.871
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