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An Analysis on the Determinants of Conversion Rate to the Monthly Rent
of Jeonse Price: A Structural VAR Approach

3}7+4 Hwang Gwanseok™”

Abstract

This study reviewed theories about the determinants of conversion rate of Jeonse price to Monthly rent and empirically
analyzed the determinants of conversion rate of Jeonse price to Monthly rent through the SVAR model. The variables
were selected by theoretically and the SVAR model was constructed with 5 variables such as mortgage loan interest
rate, Housing Consumer Sentiment index, mortgage loan balance, Jeonse price to Housing price ratio, including
conversion rate of Jeonse price to Monthly rent. Impulse and response function and variance decomposition were
analyzed to find the determinants. As a result, in the short term, the conversion rate of Jeonse price to Monthly
rent is strongly affected by the interest rate. And in the long term, it is influenced not only by interest rate but
by also Housing Consumer Sentiment index, mortgage loan balance. It shows that the conversion rate of Jeonse

price to Monthly rent fluctuates according to interest rate, but it can be affected by expectation of housing prices
and activation of housing finance.

Keywords: Conversion Rate of Jeonse Price to Monthly Rent, SVAR Model, Mortgage Loan Interest Rate,
Expectation of Housing Prices, Activation of Housing Finance
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Figure 1_ Comparison of Conversion Rates of Jeonse
Price to Rent of KB and KAB Data

Figure 2_Comparison of Interest Rates and a
Conversion Rate of Jeonse Price to Rent in Apartments
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Price and KRIHS Housing Market Survey Index in Seoul
Metropolitan Area
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Figure 5_The Mortgage Loan Balance
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Table 1_The Results of Unit Root Tests

Table 2_Time Lag Test

Lag | LogL | IR | FPE | AIC sC | HQ

0 513.1 NA 0.0 -169 | -168 | -169

1 668.0 | 2789 0.0 -21.3 | -20.2% | -209

2 705.4 61.0% 0.0% | -21.7% | -19.8 | -20.9%

3 724.2 27.6 0.0 -215 | -18.7 -20.4

4 744.7 20.6 0.0 =213 | -17.7 | -19.9

5 761.9 19.5 0.0 -21.1 | <165 | -19.3

Notes: 1) *indicates lag order selected by the criterion.

2) LR: sequential modified LR test statistic(each test at 5%
level), FPE: Final prediction error, AIC: Akaike information
criterion, SC: Schwarz information criterion, HQ:
Hannan-Quinn information criterion.
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Vasiables ADF Test Statistics PP Test Statistics E{ @_;ga_o:“ 11 %a 7] = 7]_ o E]] %F’]}:H_ =
Level 1* Differences Level 1* Differences

o] 27 glstor, ) o]9jo] Fe7

r_mr -1.379 -4.956%%* -1.891 -13.260%%** 1 ]—9} ot - v

2|9 e, = Rs =Ny ZH A

hesi 1502 Aeearer | 1994 9. 125w 1822, FALRHSATY, T7AY

shal-L 518) 0] Az oISk

r_mort_sa -1.646 -3.092 -1.484 -7.527 % RO A 219 5] g 9

hjr 0.102 2732 0.657 4,006 of gtie Zlof 7I¢leks Aoz Heltk

© jwr -1.150 4,309k -1.435 -16.937 %% el AH|A R ARG ot e

Notes: 1) *#¥p<0.01, **p<0.05, *p<0.1 = = =] -

ores: 1) 7 p=0.0, " o tiEel Az Fojult dde vlA|
2) r_mr: Real mortgage loan interest rate, hesi: Housing consumer sen-

timent index, r mort_sa: Seasonal adjusted real mortgage loan bal- Z] ?.%HT—: 7,&2& 14-E]—‘;,1’E]— ?_]_'ﬁj, b OOV_\JI%]

ance, hjr: Jeonse price to housing price ratio, r_jwr: Real conversion rate

of Jeonse to rent.
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Table 3 _The Results of Identification

@1 e, —€

“mr “mr

2 Chesi= " 1.126 < Cor + €hesi
(1.520)

3) €0 =0.480< e, —0.003 X €, +e
(0.136)%*x* (0.01)

mort

@ ey, =0.052xe,, —0.031X e, +ey;
(0.145) (0.01 1)k

6) e, =0.979X<e
(0.033 )

—0.004 X Chjr +€jw7'
(0.000)

mr

X LR test for over-identification

chi-squared(3) = 2.903, p-value = 0.4017

Note: () means standard error.
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Figure 6 _Response of Function to Mortgage Loan
Interest Rate
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Notes: R MR: Real mortgage loan interest rate, HCSI CF SA:
Housing consumer sentiment index in Seoul Metropolitan
Area, R MORT SA: Seasonal adjusted real mortgage loan
balance, HJR_C: Jeonse price to housing price ratio in Seoul
Metropolitan  Area, R JWR_C: Real conversion rate of
Jeonse to monthly rent in Seoul Metropolitan area.
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Figure 7 _Response of Function to Housing
Consumer Sentiment Index
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Figure 8 _Response of Function to Real Mortgage
Loan Balance

Figure 9_Response of Function to Jeonse Price to
Housing Price Ratio
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Table 4 _ Variance Decomposition of Real Mortgage Loan Interest Rate = Zlog veRdtt A7l 10718 ol
Real Mortgage Loan Interest Rate = X]-{\JE] ]ﬁ Oﬂ —JOH /}E%Q% —r—'*‘
: Real Housing Real Jeonse | Real Conversion 8.06%= Z7}st 71ed FHIHOI=
Period Mortgage | Consumer | Mortgage | price to | Rate of Jeonse
Loan Interest | Sentiment Loan Housing to Monthly -%E] EH%O] 79.88%, —%‘E’HUH H V?:l
Rate Index Balance | Price Ratio Rent N _
Z‘juo}zl—rﬂ' 4.68% T——| DEEH% ]—‘?1101
1 100.00 0.00 0.00 0.00 0.00
Z}R ez 1A oiy] ZA)7
2 92.81 0.47 6.10 0.11 0.51 7O9%E ]— ]O}DE' H H ]— EH ] ﬂ ]-
SRS J
3 89.34 315 5.59 0.10 1.82 AHE2 0.29% 2 AgEo] ¥ Jlo=
4 88.28 4.02 5.70 0.16 1.84 q]ﬂ'];b:]'
5 87.95 437 5.66 0.16 1.86 o]g} 28 Avk= 201143 o]59] 23
6 87.86 4.42 5.69 0.17 1.86 = % ‘IH ;1<_9(E 11;4%4 HEo o =
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= Qlrk. AEAgkEe] APolRbE R}
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Table 5 _Variance Decomposition of Conversion Rate of Jeonse M ¥k8ol= ZAog & 4 Qlct

to Monthly Rent

B AYARIEE AAEY G
Real Conversion Rate of Jeonse to Monthly Rent
! ! et opjet Fejujulrl2 57, 5
. Real Housing Real Jeonse | Real Conversion o BLAEL T =6 mHE] ol HE o
Period Mortgage | Consumer | Mortgage | Price to | Rate of Jeonse a8 =20 p e —o_‘——‘:j"—“l“H 26 T o
Loan Interest | Sentiment | Loan Housing to Monthly SEO HhL ° Sd5E A o)
Rate Index Balance | Price Ratio Rent = o 7/—1_‘1—:’"‘ or=E T E]—
1 92.02 0.01 0.32 0.00 7.65
2 84.01 0.96 6.44 0.03 8.58 V 751% E':I Al*l-ﬁ
3 81.01 3.63 7.14 0.05 8.16
4 80.48 4.2 .10 0.0 8.14 = = =
’ ’ ° dgAghE 270 Fda el tet o
5 80.18 459 7.02 0.12 8.09 ) L
£ 9 AJAFE Fol s, HdeA
6 80.00 4.62 7.08 0.23 8.07
Sz} Al AtaE vEro 2 A= A
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