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A Study on the Interrelationship among Interest Rate, Housing Consumer
Sentiment and Housing Market Using SVAR Model
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Abstract

The purpose of this study is aimed at investigating the interrelationship among mortgage interest rate, housing
consumer sentiment, and housing market. This study used a Structural VAR(SVAR) model that can analyze the
ripple impacts among the variables. As a result, firstly, the change of mortgage interest rate did not statistically
significantly influence on the changes in housing consumer sentiment and housing market. However, the change
in mortgage interest rate was largely explained by the variable itself. Secondly, the shock to housing consumer
sentiment change had statistically significantly impact on the change in housing trade volume and housing price.
The change in housing consumer sentiment was largely explained by the change in housing trade volume. Finally,
the change in the housing trade volume had effect on the housing price change. Therefore, this study provides
the empirical evidence that the housing consumer sentiment is a significant factor in explaining the relationship
between the housing trade volume and the housing price change both in short and long term period. This finding

implies that the housing consumer sentiment is a supplemental important variable in understanding the housing
market.
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Figure 1_Time Series Trend of Raw Data
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Figure 2_Monthly Means without Seasonality

0.0
0.04
0.03f
0.02
0.01}
o.oo%%%vﬂw UAVV‘MWW%V‘XVAV
-0.01f

-0.02f
-0.03f
-0.04

12 3 4 5 6 7 8 9 10 11 12

—— Means by Season (Month)

Transaction-based Sales Price Indices for Apartment

70.0
67.51
65.0
62.5r
60.0
57.5¢
55.0
52.5r
50.0

12 3 4 5 6 7 8 9 10 11 12

—— Means by Season (Month)

Transaction Status of Apartment Purchase

il

(Month)

150

140+

130

=]

120+

=]

10+

o

100

12 3 4 5 6

—— Means by Season

Consumption Sentimental Indices for Housing Market

0z
L]
o
_|rn
=
0
|'\.l
1)
_|T_'I|
il

ol
i)
HI
1%
©



2) ANAIES| FEd =fel
2 =wollA AR A= A A Slsh
ADF(Augmented Dickey-Fuller)2} PP(Phillps Perron)S
Z-gsto] Delunit roor) H52 AAISISAEL AlA

FO| FolE K FEimfuiH| A RE ARt =
= =Tt AR FAE Holdl gloug of W
£ AlQRt R Hao] HEA ”’\OM dHs =
Folsitt. 2 ASAel ==

2 AFHoR Aespl st

gl del= %"J@’ﬂ‘ﬂ *]741%’& LHER
o} ZE719] %S ADF HEOIME Hholo] 27
k= Q7MEE 5% Frola<eelld 7123%t vhd, pp
So19 oL}, ADF AlEe] A

S°] d5Eo] Hrh= Ha 135t ADFO| 2vE

Arr} B A9, ARL oA AAD 24
& ANl stue Aro] B A 9

s thEFe], FeAe, TR 17
Agsint

FEEA g ) 14 20 AR, ol

Table 2_ Results of Unit Root Test

Table 3 _Results of Unit Root Test after Difference

Variables ADF PP
JAN| 0.0001 0.0007
AQa 0.0002 0.0410

Aln(Pa) 0.0045 0.0021
/\CP 0.0000 0.0000

Variable ADF PP
1 0.0618 0.3969
Qa 0.0943 0.5382
Pa 0.0096 0.1906
cpP 04611 0.3988

Note: The values in parenthesis indicate p-value.
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Note: The values in parenthesis indicate p-value.
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Table 4 _Determination of Lag

Lag AIC SC
0 -1.8846 -1.7240
1 2.8799 -2.0770%
2 -2.8764 14311
3 29268 -0.8391
8 -3.6150% 1.6846

Note: * indicates the selected time lags.
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Table 5 Results of Reduced Models Arsract
Yorkble | A cx | Ok | A elgatRol & FHoIAE VAR
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Note: The numbers in parentheses indicate values of standard deviation. ** p<0.05, *p<0.1
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Figure 3 _Impulse Response Function
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Note: Solid-lines represent the impulse response functions showing impact of standard deviation 1 while dotted lines indicate the upper
and lower range of standard deviation 2.
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