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The Effects of Investment Value and Market Specific Value on Housing
Tenure Choice in Housing Market: Focusing on Apartment Market
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Abstract

The purpose of this study is to identify determinants of housing tenure choice. This study paid special attention to
Korean apartment market incorporating indices of investment value and market specific value. By applying a multi-level
logit model, this study accounted for not just household characteristics but also regional characteristics. With utilizing
the housing survey data of KRIHS from 2006 to 2014, this study found that investment value affects homeownship
positively; however, market specific value of sub-housing market affects the housing tenure choice negatively. Between
2006 and 2008 when housing price increased, investment value significantly affected homeownship. However, when
decreasing housing price due to economic crisis, the investment value toward the apartment market reduced. This
implies that investment value on housing tenure choice vary from both inside and outside market impact factors.
The contribution of this study includes: developing two important variables, investment value and market specific
value, when analyzing the apartment tenure choice, which has not been applied previously, and diagnosing the

apartment market to suggest policy implication related with housing issues.
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Table 1_ Variable Explanation

Variable

| Deraaren

Dependant

Variable

Housing Tenure

‘ Owner-occupied(=1), Rent(=0)

Independant Variable

Age Age Age-Avereage of Age
Age_Square AgeX Age
Gender Female(=1), Male(=0)
Marry Non-Married, Divorced, Separated(=1), Married(=0)
Observed Income Deviation from mean Observed Income
Observed Income Square Square of Observed Income
Permenant Income Deviation from Permanent Income Mean Value
Income
Permanent Income Square Square of PERM_INC
Transitory Income Deviation from Transitory Income Mean Value
Transitory Income Square Square of Transitory Income
Edu 1 Over Bachelor(=1), Otherwise(=0)
ifz;i:zzt Edu 2 Highschool Graduate(=1), Otherwise(=0)
Edu 3 Under Middleschool Graduate(=1), Otherwise (=0)
Job1 Management Position, Professional or Semi Professional Job(=1), Otherwise(=0) (Reference Group)
Job Job 2 Office, Service, Sales Job(=1), Otherwise(=0)
Job 3 Other Job(=1), Otherwise(=0)
Status 1 Regular employee(=1), Otherwise(=0) (Reference Group)
Status Status 2 Self-employed(=1), Otherwise(=0)
Status 3 Other Work Status(=1), Otherwise(=0)
Hage 1 Housing Built in 10 Years
Housing . .
Age Hage 2 Housing Built between 10~20 Years
Hage 3 Housing Built over 20 Years(Reference Group)
Duration Residence Period
Residential Environment Satisfaction Dissatisfication(=1), Satisfication(=0)
Investment Investment Value Housing Specific Value to Rent Ratio
Index Market Specific Value Market Specific Price Ratio
7 gl =ae] Ame WA faslo] Mool s Aol HlgAp} s A9 weAt
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Table 2_ Multilevel Analysis Result

o 2006 2008 2010 2012 2014
\(
Sy Modell | Model2 | Modell | Model2 | Modell | Model2 | Modell | Model2 | Modell | Model2
Fixed Effect
Intercept 13823%#% | 1.193GHx | 1547150k | 1.4258%%k|  0.7156%% | 0.6518%Hx| 0.6873%%k | 0.6811%kx| 1.1859%%k|  0.8943%%x
Age 0.0355%%%|  0.0326%+%| 0.0371%k%| 0.0360%%| 0.0437%k%| 0.0432%%%| 0.0449%k%| 0.0451#¥%| 0.0412%%%|  0.0400%**
Age Sq. | —0.0006%#% | —0.0004% | —0.0007%% | —0.0005%#* | —0.0005%%% | —0.0003% | —0.0004%% | —0.0003*% | —0.0004%* | 0.0000
Gender 0.1190 01313 |-00194 |-0.0234 0.1008 0.1001 0.0335 0.0455 | —0.3669%¥* | —0.0305
Marry — 10688 | —0.9919 %% | —0.7404%% | —0.6135%#% | —0.8860%* | —0.7313%4% | —0.6793 %%k | —0.537 13k
Observed
serve 0.0016%% 000227 0.0019%+# 0003274 0.0019%+#
Income
Observed
0.0000%+% 0.0000%+% 0.0000%#% 0.0000%#% 0.0000%#*
Income_Sq.
P v
crmanent 00032+ 0.003G##+ 0.0031 %5+ 0.0044 %% 0.00527%
Income
Permanent
0.0000 0.0000%#% 0.0000%% 0.0000%#* 0.0000%+
Income_Sq.
Transi
ransicory 0.0013 %5+ 0.0019%#+ 0.0017 %5+ 0.00297%%+ 000145+
Income
Transitory e e y
0.0000%+% 0.0000%#% 0.0000%+% 0.0000%% 0.0000%
Income_Sq.
Edu 2 0.0676 0.1692%* | 0.0156 00866 | —0.0338 00379 | -00821 |-00427 | —03103%%%| —0.1425
Edu 3 —0.4406%% | —0.2610%% | —0.3378%%% [ —0.1776 | —0.3192%%# | —0.1522 | —0.5008%%* | —0.4343%%% | —1.0118%#% | —0.4055%*
Job 2 ~0.08690 |—00346 |-00727 |-00452 |-00573 |-00544 |—-00223 |-00684 |-0.0437 0.0396
Job3 00723 0.1671% | 0.0719 01201 | =00531 |=00236 |—0.1970% | —02197%¢ | 0.1117 028797+
Status 2 0.1103 0.0802 0.0791 00851 | —0.0580 |—0.0470 0.0852 0.1009% |—0.0818 |—0.0875
Status3 | —03201% | —0.1354 | —0.3923%#% | —0.2549%% | —0.4804%%% | —0.3441 %% | —0.3517%%% | —0.1603% | —0.5830%%* | —0.1658
Housing Age 1 | 0.0840 00917 |-00114 |-0.0106 0.6710%%% | 0.6632%%% | —0.0445 | —0.0541 0.3207%%% | 0.3213%%
Housing Age2 | 0.1112 0.1155 |-01353 |-0.1372 0.6431%4%% | 0.6348%% | 0.1917%%% | 0.1845%%% |  0.4265%k%| 0.4151%%*
Duration 0.2246%%% | 0.2228%% | 0.2018%#%| 020125 | 0.1805%% | 0.1792%%% | 0.1471%0% | 01468k | 0.1723%%% | 01697
Residence
et —0.2013%#% | —0,2809%5% | —0.1523%% | —0.1546** | —0.3888% %% | —0.3024%%% | —0,3353 %%k | —0,3388%%% | —02144%% | —0.2028%*
Satisfaction
Loves
“V\c/:tl"’:m 57615 | 5.6580%% | 2.5182%% | 2.4619%Hk | —0.0097%% | —0.0095%%% [ 0.0304%% | 0,0310%% | 0.1080%H% | 0,1030%%*
alue
Market — Specific
al —6.899G% % | —6.9913 %% | —3 2450%#% | =3 27455 | —0,0394 | —0.0522 | —1.3691%%* | —1.307 1%k | —2 5723k | —2.8230%w+
alue
Random Effect
Level 1
Intercept 09232%%% | 0.9215%% | 1.0580%#%|  1.0638%%% | 1O46GHH*|  1.0453%%k|  0.9887%mk | 099128k | 0.9452%kk | 09492
Level 2
Intercept 04271%%% | 04319%% | 04958%4%| 04977%%%| 03749%%| 03794%%| 03764%k% | 03801%%| 03735%kk|  03880%%+
-2RIL 475653 | 475831 | 477927 | 478688 | 557617 | 557907 | 710141 | 711039 | 316489 | 317924
Deviance 901148 | 9005.82 | 9707.84 | 971351 | 1220492 | 1220081 | 15739.28 | 1573260 | 620201 | 6171.22
Observation 9,615 9,615 9,499 9,499 11,477 11,477 14,673 14,673 6,343 6,343

Note. 1) Model 1 includes Observed Income and Model 2 includes Permanent Income and Transitory Income.

2) ek 5<0.01, **p<0.05, *p<<0.10.
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Figure 1_Changing Apartment Market(2006~2014)

Year Standardized Owner-Occupancy Ratio
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