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The Effect of Housing Affordability on Housing Prices Variation in
Korea
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Abstract This study analyzed the effects of macroeconomic variables, including housing affordability, and bank
loan-related variables on variation in housing prices using multiple regression models. As a result of the
analysis, consumer price growth rate, the total currency growth rate, and the housing affordability growth rate
had a significant positive effect on changes in housing prices. As a result of analyzing the period of rising and
falling housing prices, consumer price growth rate and the total currency growth rate during the period of rising
housing prices had a significant positive effect on housing prices. Unlike the period of rising housing prices, the
growth rate of household loans was found to have a significant positive effect on changes in housing prices. On
the other hand, unlike the period of rising housing prices, the growth rater of mortgage loans was found to
have a significant negative effect on changes in housing prices. The growth rate of housing affordability index
did not have a significant positive effect on changes in housing prices during a falling housing prices. The
determinants of housing prices showed different patterns during the period of rising housing prices and falling
housing prices.

Key words : Housing Affordability, Housing Price Variation, Determinants of Housing Price, Korea-Housing
Affordability Index
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Table 1. Descriptive Statitics

Wy | w9z jéi de | A= | JB
HPN | 00022 | 00042 | 11331 | 42882 | 3426w
HPS | 00023 | 00048 | 01004 | 32622 | 05497
HPK | 00032 | 00065 | 12892 | 48115 | 50.07%x
GDP | 00067 | 00082 | 23088 | 113663 | 460.4%
CPL | 00012 | 00033 | 01184 | 3198 | 04701
M2 | 00061 | 00033 | 04153 | 28682 | 35651
HLN | 00072 | 09177 | 2309 | 87141 | 2803w
HLS | 00066 | 09292 | 23423 | 85629 | 266.1%
HLK | 00078 | 09236 | 24700 | 88172 | 2037w«
HHL | 00056 | 00043 | -03932 | 42060 | 1045w+
HML | 00052 | 00048 | 06750 | 130755 | 5684+
HAN | 00025 | 00209 | 07526 | 90879 | 1952+
HAS | 00050 | 00270 | -00268 | 7643 | 1087+
HAK | 00034 | 00312 | 08042 | 97518 | 2429
#1 P <05 w1 P < 01
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Table 2. Empirical results of BIS Capital Adequacy Ratio

HE Model 1 Model 2 Model 3
GDP 0.0018 0.0043 0.0017
CPI 0.2856x 027245 0.2855%
M2 0.4607 s 0457 0.459 s
HLN -0.0002 -0.0002 -0.0002
HHL 01283 01213
HML 0.0844 0.0079
HAN 0.0422ssx 0.044 s 004225
adj. R-sq. 02773 02718 0.2709
w0 P <0, w0 P <05, w1 P < 01
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0.1105
0.71505
0.984 e
0.1257
0.0406%
03283
0.0466%+

0.3058
0.0063

0.1570
0.1944

0.2625

-0.0003

-0.1777sx
-0.0002

-0.2216%

7371

0.0007
02260
0.3269s
-0.0002
01145
0.1077
0.0244
01286
P <01
-0.0658
04049+
0.2466

N5k

0.0269
0.5204s5x
0.1908
0.0465
0.0325x
0.2878
TP <05, ek
0.0586
0.0493

0.
-0.0004

-0.1289+

GDP
CPI
HLN
HHL
P <0,

HML
HAL

M 2
adj. R—sq.
GDP
CPI

Table 5. Robust Test results of BIS Capital Adequacy Ratio
E3

Table 6. Robust Test results of BIS Capital Adequacy Ratio
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Table 3. Empirical results of Non-Performing Loan Ratio
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Table 4. Empirical results of Liquidity Coverage Ratio
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