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Effect of Interest Rates on Housing Prices: Focusing on Regional Differences
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Abstract

The purpose of this study is to investigate the causes of different patterns of U shaped housing prices in the metropoli-
tan area and the upward trends in the five major metropolitan cities after the global financial crisis. To this end,
analysis methods such as the Granger causality test, Johanssen cointegration test, and weak exogeneity test were
used to analyze the interrelationship between interest rates, loans, and housing prices, and track the path through
which the impact of interest rates is transmitted to housing prices. The results show that the transmission of monetary
policy did not work properly in the housing market in the metropolitan area until 2013, long after the global
financial crisis. In other words, in the case of the five major metropolitan cities, the asset price channel and balance
sheet channel worked simultaneously in the long term downward trend of interest rates, and the decline in interest
rates affected the rise of housing prices, followed by housing prices inducing loans, resulting in the formation of
an upward trend for housing prices. On the other hand, in the case of the metropolitan area, in the long term
downward trend of interest rates, the transmission of monetary policy did not work properly until 2013, so the
increase of loans was insignificant and housing prices fell. Afterwards, from 2014, the credit channel was being
worked, and as loans and housing prices increased rapidly together, a U shaped pattern of housing prices formed.

Keywords: Mortgage Rates, Mortgage Amounts, House Prices, Transmission of Monetary Policy, VWeak Exogenous Variables
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ZAR Trace 2 2 2
2 | 7% | Max-eigen 2 2 2
T gm | ACR2 | 16044 | -16037 | -16016
71% | sc00) | 14738 | -14.664 | -14.664

T2 |lag| LogL. | LR | FPE | AIC | SC | HQ
0 | 5478 | NA | 000 | -055 | 048 | -052
1 |14580 |2730.3 | 0.00 |-15.63 | -15.28 | -15.49
T | 2 | 15886 | 24833 [5.5¢-13°| -168" | 1627 | -166°
}i} 3 |1602.2 | 2538 | 0.00 |-16.85 | -15.94 | -16.48
4 |1613.0 | 1959 | 0.00 |-16.79 | -15.61 | -16.31
5 | 163353622 | 0.00 |-16.84 | -15.37 | -16.25
0 |-1420| NA | 000 | 159 | 166 | 1.62
1 |1373.7|2949.1| 000 |-1471 | -14.37 | -1457
- 2 |1506.5 | 25255 | 0.00 |-1598 | 153" | -15.7"
3 |1526.6 | 37.40 | 0.00 |-16.03 | -15.12 | -15.66
4 |1568.1 | 49.37" |1.1e-12"| -16.13" | -14.66 | -15.54
5 |1576.3 | 14.08 | 0.00 |-16.05 | -14.30 | -15.34

== 1) AIC: Akaike information criterion, SC: Schwarz information
criterion, LR: sequential modified LR test statistic, FPE: Final
prediction error, HQ: Hannan Quinn information criterion.

2) *= 5% froleEelA Rl
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= 1) 29 12 CE(Cointegrating Equations)f] A<=ato] 2Z3t=]

29 VAR Zdrato] 9tE]A] b= 7, RY 2= CES}
VAR Ad5ado] 2gHE Zlo|al, Be 32 CEofl FA|9}
g7rado] AAEA VARO= ARl 23tE o] SIA|
A2 A9l

2) AR7ES] o CEs9 rank® 9] k= ey, FHe
A= A rank .

3) *&= 5% Frelaolld 2Rk
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OFe Ma-go] ste] ARAES BAST glom 7t oW A R A sk Zlow ver
7] 9 A ARTTHE AL ofrlateh 24E ok 24 BAR AGRRE Tk diel 79
TAR ANP)RNE Tl def TemEd gugEele o), Tttt e
a0l o(+), FeRRgEFe TP AsphIAe o(-)o T et 2

>

AN
LY
ﬁ ro

=)o IAYE lsilet Bolgt A2 Fgol tigh FEHA 9 ©eAde 217 -0.019, 0.088,
HrfEgdol] et FEi7bA ] A7) el 010401E‘r ol 71 o= tiEo] 10% F7H -
300)01 18t} k= Holth ol ARR] 5370 FE7FAL 0.19% ool Falet 53] 10% 4
ule} FE7FAS] BiE Zo| FHHEIEFHRO Wy 5T of FEVEL 717 -0.88%, -1.04% Stet }E}L
ZHch o] ok 25 ofufgitt gEjet Fel ot A
Fe7HA o] e 7h7} 0.178, 056322 %712 of| chsh
o= FeEjol FH0] 10% 458 A FEEe 7 th 3, 3 9 e
7} -1.78%, -5.63% Sttt wbA, e FEA]
oA FE7FA] el iR tEe] d3FEol (4) o5t iy ZH
Y Acks ZAS A 4 Qlrt o, FEHEOES
2jet FHHHEFHE 3( )2 AR Uepkith SO A A A FEgEEE
&, A 5t FAelA Al 49t B 18 A8 M} FEPFAL AR FRF TAl] SIct. ofs W

—_
N

J

fn)
N{N'
_V,L
sl
)
1o
o&

o 2~
aﬁoliagogfaz

.

—)9] AR et

djo

H7_9%H 32 45
S Azt FEd 2% st FHA
r=20 r<1 r<2 r<3 r=20 r<1 r<2 r<3
Trace Test o " -
77.84 38.66 14.64 6.16 89.79 52.29 16.34 4.29
2:4
r=20 r=1 r=2 r=3 r=20 r=1 r=2 r=3
Maximum Eigenvalue Test : . -
39.17 24.02 8.49 6.16 3750 35.96 12.05 429
ot aHE ot a¥E
HE o o
B (t8h a (tzh B (tzh a (tzh
71 FE(oRtE)7HA 1 (-) 0004  (-2.433) 1 (-) 0012 (-4.106)
& FHFREFN 2300  (-3.706) 0002 (0975 | -0019  (-0.187) 0.002 (0.393)
=2 FEgHRESE] 0.178 (3.333) 0.057 (1.078) 0.088 (2.981) 0117 (1.160)
e FEIAME 0.583 (5433) | 0691  (-5.887) 0.104 (2935) | 0776 (2212
Trend 0.011 (3.850) - (-) - (-) - (-)
AFS 17.053 (-) - (-) 5343 (-4.305) - (-)

F 1) THE BYL A 19 3, A 51 FHA 29 15 A8k
2) *p<<0.05, **p<<0.0L.
3) 22i¢t tiEe] FAE WH= S=d UHAAE 3, 1% Fola<w), AT AR 2, 1% Fel0)9.
4) 29} & 3AE A(B)e £5=H 0.428(t7) 4.311), A1 0.420(t%k 9.835)%.
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TH| AAE 4389t AT}, 2=0.778, p_value=0.378=%
o] 712 4= glrk b,
| oFet QA< (weak exogenous

varigble)7} Ft}. o] = FEFE ST AT} FE 1A 0]
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b) ==# 7t GC &H

SEd FEAPOA 2007 E R E 2013W7HA] S5
A g 20| 2k o5 g]lsh] fiste] 1A
Q14A|(Granger Causality: GC) A& F7t= 438
ShAT.
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