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ABSTRACT

Keyword : attribute of estate, attribute of household, attribute of location, hedonic price

function, screening method

This study is designed to examine the impact of various attributes of apartments on sale
prices and is expected to provide information useful for builder’s rational price strategy.

The samples are chosen from more than 16 thousand households living in 77 private
apartment estates located at the wide area of Bundang New Town. The attributes of
apartment examined in this study are classified into three groups: attributes of household,
attributes of estate, and attributes of location.

Seven attributes of household, such as size, orientation, floor, view, feeling of openness are
examined. Five attributes of estate, such as floor area ratio and plottate are examined. In
addition, nine attributes of location, such as nearness to power plant or subway station are
also examined. We have chosen as estimate model the hedonic price function which has
proven to be quite appropriate for the analysis of price components. In the model, all the non
dummy variables such as the price, size or floor area ratio transformed into log values.

In this study the ordinary regression model is used for estimation. We have examined
4014 apartments located in Bundang New Town. The data on prices are provided by Kachi
Line Ltd. and they are the prices demanded by the owner and dated 28th of August 1999.

The results of hedonic regression analysis where the log value of price is the dependent
variable, appear to be quite significant not only in terms of the statical reliability but also
their implications. The attributes of apartment selected as a group explain as much as 95.8%
of the variation in apartment price. The reliability of each factor seems quite acceptable.
Almost all the factors do have t-values high enough for being significant at less than 5%
level. Moreover, all factors carry expected signs.

Some interesting implications of the results are as follows. If the size of parking lot or
balcony doubles, the price increases by 6.4% or 7.2%. And if the floor area ratio doubles, the
price decreases by 4.0% and if the plottage doubles the price increases by 1.0%. In addition,
the average price of apartments located within one kilometer radius from a subway station
1s higher by 2.5% than that located without. And the average price of apartments located
within one kilometer radius from the power plant in Jangan-Dong is lower by 12.2% than

that located without.
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