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The Effect of Interest Rate Variability on Housing Prices

Han, Myung-hoon!)
Abstract

The real estate market is an important part of a country's economy and plays a major role in economic growth
through the growth of many related industries. Changes in interest rates affect asset prices and have a significant
impact on housing prices. This study analyzed housing prices by dividing them into nationwide, local, and Seoul
housing prices in order to analyze whether the effect of changes in interest rates on housing prices shows regional
differences. The analysis was conducted from the first quarter of 2011 to the fourth quarter of 2021, and was
analyzed using the DOLS model. The main analysis results are as follows. First, interest rates were found to have
a significant negative effect on national housing prices, and a drop in interest rates significantly increased national
housing prices and an increase in interest rates significantly lowered national housing prices. The consumer price
index and loan growth rate also had a positive effect on housing prices nationwide, but statistical significance was
not high. Second, interest rates had a negative effect on local housing prices, unlike national housing prices, but
were not statistically significant. On the other hand, it was found that the consumer price index and loan growth
rate had a larger and significant positive effect on local housing prices compared to national housing prices.
Finally, it was found that the interest rate had the only significant negative effect on housing prices in Seoul. And
this effect was greater and more significant than the effect on national and local housing prices. In the end, it was
found that the effect of interest rates on Korean housing prices differs locally. Interest rates have a significant
negative effect on national housing prices, and local housing prices, but they are not statistically significant. In
addition, the interest rate was found to have the largest and most significant negative effect on housing prices in
Seoul. In addition, it was found that there was a difference in the effect of macroeconomic variables on housing
prices. This means that there are differences between regions with different factors influencing local and Seoul

housing prices, and this point should be considered when drafting and implementing real estate policies.

Keyword: interest rate, housing prices, discriminatory impact, DOLS model
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