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A Relationship between Sales Prices of APT and Consumer Sentiment
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Abstract

Since Katona’s research on consumer sentiment in 1968, many articles have demonstrated that consumer psychology
index is one of the key factors in decision making. In general, internet is the main source of people’s pre-purchase
information gathering. By using search engines such as Naver, researchers concluded that online search data provide
an accurate but simple way to predict present and future activities.

We analyzed how consumer sentiment affects on housing market trends by using data from Naver Trends, online
search statistics, and KRIHS’ consumer sentiment index. Through our analysis, we can understand relation between
consumer sentiment and house prices. Estimation results show that the Naver Trends, online search statistics, has
positive influence on house prices in the short-run and KRIHS® consumer sentiment index has positive influence
on house prices in three months. These results would help consumers, executives and policy makers to make effective

decisions on timing of housing policy.

Keywords: Consumer Sentiment, Online Search, House Prices, Panel Model
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Table 1_Variables Used in Regression Analysis

Variables Difinition Source of Data
Dependent X Change in Transaction-based Real X
Al
Variable Nn(APT Sales Price) APT Sales Price Index Korea Appraisal Board
Ch: in Real G Regional
A In(Income) ange 10 % r0ss Beglon Korea Statistics
Domestic Product
Ch: in th ber of
A In(Households) ange in the Number o Korea Statistics
Households
Ch: i Year Re f
A In(Housing Cost) ange in 3 Year Return o The Bank of Korea
Corporate Bond
HMouiing Average Change in Transaction-based
arket Aln(Expected APT Sales Price) Real APT Sales Price Index for Korea Appraisal Board
Fundamentals 2 Years
Independent
Variables
Mini f Land,
Alnand Cost) Change in Real Land Price Index foistry of Land,
Infrastructure and Transport
Change in the Housing Units
A In(Housing Units) Divided by the Number of Korea Statistics
Households
Consumer Aln(KRIHS CS) Change in 'KRIHS’ Consumer Korea Research Institute for
. Sentiment Index Human Settlements
Sentiment
Index AlIn(Online Search Statistics) Change in Naver Trends Index Naver
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Tabel 2 _ Descriptive Statistics for Major Variables

Metropolitan Aln(APT Sales Price) (n=11) Aln (Households) (n=11)
City Mean Maximum | Minimum | Std. Dev. Mean Maximum | Minimum | Std. Dev.
Seoul -0.009 0.013 -0.038 0.017 0.003 0.003 0.003 0.00002
Busan -0.004 0.007 -0.027 0.013 0.003 0.003 0.003 0.00003
Daegu 0.021 0.039 0.004 0.012 0.003 0.003 0.003 0.00001
Incheon -0.008 0.012 -0.034 0.016 0.006 0.006 0.006 0.00005
Gwangju 0.009 0.028 -0.006 0.012 0.006 0.006 0.006 0.00005
Daejeon -0.005 0.009 -0.031 0.014 0.006 0.006 0.006 0.00010
Ulsan 0.009 0.034 -0.017 0.016 0.005 0.005 0.005 0.00005
Metropolitan Aln(Land Cost) (n=11) Aln (Housing Units) (n=11)
City Mean Maximum | Minimum | Std. Dev. Mean Maximum | Minimum | Std. Dev.
Seoul -0.0014 0.0073 -0.0134 0.0069 0.0007 0.0009 0.0006 0.0002
Busan 0.0005 0.0097 -0.0067 0.0065 0.0028 0.0030 0.0026 0.0002
Daegu 0.0005 0.0078 -0.0083 0.0060 0.0012 0.0015 0.0002 0.0005
Incheon -0.0016 0.0056 -0.0092 0.0050 -0.0027 0.0012 -0.0046 0.0021
Gwangju -0.0010 0.0082 -0.0102 0.0067 0.0015 0.0021 -0.0007 0.0011
Daejeon -0.0001 0.0080 -0.0078 0.0057 -0.0005 0.0007 -0.0021 0.0013
Ulsan 0.0000 0.0093 -0.0078 0.0064 0.0038 0.0041 0.0030 0.0004
Metropolitan Aln(Online Search Statistics) (n=11) Aln(KRIHS CS) (n=11)
City Mean Maximum | Minimum | Std. Dev. Mean Maximum | Minimum | Std. Dev.
Seoul 0.08 0.73 -0.19 0.28 0.002 0.20 -0.12 0.10
Busan 0.27 1.94 -0.17 0.60 -0.007 0.15 -0.21 0.11
Daegu 0.29 2.05 -0.24 0.63 -0.003 0.18 -0.13 0.01
Incheon 0.15 1.14 -0.20 0.40 0.01 0.21 -0.14 0.13
Gwangju 0.84 5.93 -1.00 235 -0.01 0.15 -0.17 0.01
Daejeon 0.16 1.20 -0.21 0.40 -0.01 0.12 -0.22 0.09
Ulsan 0.24 1.46 -0.20 0.47 -0.008 0.12 -0.17 0.09
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Table 3 _Regression Results 1

Model 1

Variables Coeff. t-Stat
AlIn(Income) -0.134 -0.25
A In (Households) 124.8807%# 3.56
Aln(Expected APT Sales Price) 0.25 1.17
AlnLand Cost) -0.492 -0.96
Aln(Housing Units) 2.796% 1,66
Aln(Housing Cost) 0.0873##* 3.43
Constant -0.319%#* -3.5

Adj R-squared = 0.5603

Note: * p<0.1, ** p<0.05, *** p<0.01
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Table 4 _ Regression Results 2

Model 1-1 Model 1-2

Variables Coeff. t-Stat Variables Coeff. t-Stat
Aln(Income) 0.135 0.24 Aln(Income) 0.151 0.29
A In(Households) 84.608:%* 2.07 A In(Households) 98.965%* 2.94
Aln(Expected APT Sales Price) 0.287 1.36 Aln(Expected APT Sales Price) 0.370* 1.82
Aln(Land Cost) -0.589 -1.16 Aln(and Cost) -0.033 -0.07
A ln(Housing Units) -2.45 -1.47 A ln(Housing Units) -1.33 -0.81
A ln(Housing Cost) 0.085%%%* 3.45 A ln(Housing Cost) 0.067%%* 2.77
Aln(Online Search Statistics) 0.00019* 1.83 AIn(KRIHS CS) 0.061 % 3.25
Constant -0.225%* -2.19 Constant -0.258%** -2.96

Adj R-squared = 0.5826 Adj R-squared = 0.6234
Model 1-3 Model 1-4

Variables Coeft. t-Stat Variables Coeff. t-Stat
AlIn(Income) -0.089 -0.16 AlIn(Income) -0.264 -0.47
A In(Households) 108.133%* 242 A In(Households) 32.143 0.74
Aln(Expected APT Sales Price) 0.255 1.18 Aln(Expected APT Sales Price) 0.428%* 1.95
Aln(Land Cost) -0.587 -1.09 Aln(Land Cost) -1.066* -1.84
AlIn(Housing Units) -2.692 -1.58 AlIn(Housing Units) -1.816 -0.96
Aln(Housing Cost) 0.090%+% 3.47 A ln(Housing Cost) 0.108##* 4.56
Aln(Online Search Statistics)(-1) 0.000067 0.61 AIn(KRIHS CS)-1) 0.065%x* 2.82
Constant -0.279%* -2.46 Constant -0.079 -0.7

Adj R-squared = 0.5628 Adj R-squared = 0.6032
Notes: 1) (-1) denotes the one quarter lag.
2) * p<0.1, ##p<0.05, *** p<0.0l.
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