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Homeownership in a declining housing market

- The consumption demand versus the investment demand -
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Abstract

Recent housing market depression has resulted in the concerns about future demand of
homeownership. Due to the expectation of less capital gain, households may prefer renting to
owning. However, there are still various reasons to choose homeownership such as
longer-term stay, no rent burden, control over residential environments and favorable
government tax system. Based on the descriptive and logistic regression analyses using
micro-data of 2010 and 2014 Korean Housing Survey, this paper reports that 88~95% of
homeownership demand results from the consumption demand. This implies that recent
market depression may not discourage homeownership demand significantly. This paper also
reveals the determinants of classification into consumption demand and investment demand—
householder's age, education, job, household size, income, asset, and area of residence.
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*Data: Korea Appraisal Board, National Housing Price Survey (monthly, all housing types)

Figure 1. Changes in housing sale price (left) and housing chonsei price (right)

154 | T2EAZ, FH51Y 1% (2016)



FEIIH B12t A7|2] XpIHAS - AH|4Q9 EXQ0| FES FMoz
et 28 AAYs Sl AFRe &8+ ARF tidl APEE AElsk= = HA O1RE F
QAL RiACE WEolA AR REEUALKERZ AHIE A4S0 TS RS & 4 Arh ARIE A
ZIHLALY T2 FHOR OlFch= Ageg 1Y FE 4% 7He FHARA0A duissE RAES
sfiof St ¥ APEE AEGHH JR= fohe T o] UiE XES JHol BHo] € 4 1o,
71kt B O FEHOIA AlE AFE = QU GX F EES BEYR Lueie g Higdkso] o
Lt HEF 89 FAHIREC] oY 9 gl o fHE JHE o QUL o] B} fH=RE W
H, HAFEEOR 71E FEHE Hu M2 FEe Y 550% JHE UUSE WA gote He

EMgh QT Qith OlAE Yok T A A
F& 4 QIO dutRlog APK= YREELE 0rd
A'Ql FRuE OPATICE AR 201488 FANH
AL AFRE B4oid, oAl FEolA 106 old)
AFEE 710 HIg2 AP A 50%E
A AP = 20%E YAl E=CKTE 2).

E3] 7I+e] MolFr] SHOA TS
OFLE oId, RR4Q] 471 APERol Q5

g DRe Z1e2 =9%=E(Clark and Dieleman,
1996), O] GA] &Y] AFQ) JtsdoR e
QTt. YRHEOR JIEA4R Lt AHgaTt
Hers, TOonl ¢80 =255 XWF ATergt
7?—“01 =A VUER=EIESRE, 2005; HE-A
S8 2009 214), Ol 7] 1 1% EP 7
Lt ARaa7t e A9 Ae d9En, Jl1
7T SRAEH 7Fr‘EEP AF717I0] 47
ECE sikle 4= Tk

0%

oves | |

=
o

=
s
SF

e e

1L

=
AL
7(

S
80

10%  20%  30% 90%

Chonsei

Monthly rent
with deposit

Monthly rent
w/o deposit

E—
I |
o

Monthly rent for

the rental period

Hlessthan2yrs W2¥5 E510 ©10~20 [120yrsand over

*Data: MOLIT, 2014 Housing Survey Microdata

Figure 2. Years of residence by tenure type
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Table 1. Necessity of homeownership and the reason
Need to own? Why? All Households Non-homeowners
Yes 27,859 (84.4) 10882 (77.2)
To enhance residential stabilization 25955 (78.7) [93.21:{10,117 (71.8) [93.0]
To accumulate wealth by housing capital gain 1,732 (52 [62] 692 (49 [ 64
Others 172 (05) [06] 73 (05 [07]
2010 | No 5141 (15.6) 3213 (22.8)
Homeownership needs sizeable downpayment 1662 (500 [323]i 1,000 (71) I[311]
Cannot expect price appreciation in the future 1,187 (3.6) [23.1] 657 (47) [204]
Renting is not inconvenient 2161 (65) [420]1i 1483 (105 [46.2]
Others 131 (04) [25] 73 (05 [23]
Yes 16,538 (81.9) [100.0]: 4,854 (66.7) [100.0]
To enhance residential stabilization 15,860 (78.5) [959]i 4,657 (64.0) [95.9]
To accumulate wealth by housing capital gain 670 (33) [41] 194 (27) [40
Others 8 (00 [00 3 (00 [01
2014 | No 3,667 (181) [100.0]{ 2425 (33.3) [100.0]
Homeownership needs sizeable downpayment 1,191 (5.9 [325] 891 (12.2) [36.7]
Cannot expect price appreciation in the future 839 (42 [229 470 ( 65) [194]
Renting is not inconvenient 1,620 (80) [442]: 1,055 (145 [43.5]
Others 17 (01) [05] 9 (01 1[04
*Numbers in “( )" mean the ratio to the total households, and numbers in “[ ]" indicate the ratio to the subgroups which
have same yes/no answer.
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Figure 4. Percent of consumption and investment demand among the
households answered homeownership is necessary
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Table 2. Results of logistic regression model — 2010 Housing Survey Data

Dependent Variable Without Model 1-1 Model 1-2 Model 1-3
Investment Demand 2 Unstd.  Std. Wald ¥ Unstd.  Std.  Wald ¥ Unstd.  Std. Wald ¥’
(ntercept) 2876 278577 2929 18475 2730 14471
Age 0260 0063 6517 0235 0057 468 0262 0063 585"
Education High school -0332 -0089 7527 -0328 -0088 7257 -0298 -0.080 597"
College graduate or more -0473 -0125 1260 -0385 -0102 808" -0353 -0093 679
Job Manager/Expert -0384 -0068 833" -0252 -0045 333" -0192 -0034 191
Clerical -0134 -0025 099 -0080 -0015 034 0009 0002 000
Service 0415 -0087 14327 -0383 -0080 1207 -0338 -0071 9297
Sales -0568 -0.077 1491 -0534 -0073 1299 -0500 -0.068 1131
Household Size 0029 0022 031 002 0017 018
Children (1=having) 0146 0040 120 0165 0046 154
Income (million won, monthly) -0090 -0089 1567 -0.086 -0.085 1375
Net Asset  (one hundred million won) -0.013 -0.015 060 -0.001 -0.001 0.00
Region Seoul -0.198 -0.047 353
Mejor dty in noncapial region 0123 0029 115
Others in non-capital region 0519 0129 1844™

-2L1(0)=51427, -21L(x=50681
N=74.62 (p-value<0.01)
Percent Concordant=54.4

Model Fit Statistics

-2LL(0)=51427, -2L1{x)=5043.8
N=98.87 (p-value<0.01)
Percent Concordant=59.8

-2L1(0)=51427, -211(x=50035
N=139.3 (p-value<0.01)
Percent Concordant=61.8

Dependent Variable With Model 2-1 Model 2-2 Model 2-3
Investment Demand 2 Unstd.  Std. Wald ¥ Unstd.  Std.  Wald ¥ Unstd.  Std. Wald ¥’
(ntercept) 2415 33272 2423 21612 2227 16525
Age 0262 0063 11637 0242 0058 874" 0254 0061 966
Education High school or less -0469 -0126 24177 -0453 -0122 22167 -0433 -0116 2022
College graduate or more -0.824 -0219 6504 -0720 -0191 4777 -0704 -0.187 4570
Job Manager/Expert -0326 -0058 11177 -0190 -0034 352° -0161 -0029 252
Clerical -0.222 -0042 5477 -0158 -0030 271 -0119 -0023 151
Service -0384 -0081 21607 -033 -0071 1632 -0313 -0066 1407
Sales -0479 -0065 17777 -0432 -0059 14217 -0412 -0.056 1286
Household Size 0081 0061 428" 0079 0059 404"
Children (1=having) 0000 0000 000 0009 0002 001
Income  (million won, monthly) -0114 -0115 40917 -0112 -0113 3915
Net Asset  (one hundred million won) 0.006 0008 0.20 0.013 0015 0.81
Region  Seoul 0039 0009 024
Mejor dty in nonapia region 0137 0032 266
Others in non-capital region 0388 0097 2075

-2L1({0)=83065, -21L(x)=8089.8
N=216.6 (p-value<0.01)
Percent Concordant=57.8

Model Fit Statistics

-2LL{0)=83065, -2L(x)=80405
N=2659 (p-value<0.01)
Percent Concordant=62.6

-2L1({0)=83065, -21L(x)=80156
N=290.86 (p-value<0.01)
Percent Concordant=63.2

***: p-value<0.01, **: p-value<0.05, * p-value<0.1
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Table 3. Results of logistic regression model — 2014 Housing Survey Data

Dependent Variable Without Model 1-1 Model 1-2 Model 1-3
Investment Demand 2 Unstd.  Std. Wald ¥ Unstd.  Std.  Wald ¥ Unstd.  Std. Wald ¥’
(ntercept) 2743 3753 2812 3722 2952 3586
Age 0015 0138 5517 0016 0149 564" 0015 0145 527"
Education High school -0384 -0103 231 -0292 -0078 126 -0309 -0.082 139
College graduate or more  -0.386 -0.099  1.69 -0.275 -0071 080 -0.282 -0072 083
Job Manager/Expert 0204 0030 046 0328 0049 110 0260 0039 068
Clerical 0113 0022 022 0202 0039 066 0160 0031 040
Service -0072 -0014 012 -0014 -0003 000 -0072 -0014 011
Sales 0154 0019 020 0274 0034 058 0279 0034 060
Household Size -0055 -0.040 048 -0060 -0.043 056
Children (1=having) 0175 0045 063 0177 0046 063
Income {million won, monthly) -0.034 -0.039 145 -0.032 -0.037 140
Net Asset  (one hundred million won) -0076 -0057 359" -0.080 -0.060 398
Region  Seoul 0049 0011 005
Mejor dty in noncapil region -0329 -0079 262
Others in non-capital region 0019 0.005 001
-21L0)=16291, -2L6)=16060 -2LL(0)=15858, -2LLK)=15842 -2LL0)=15878, -21L()=15853
Model Fit Statistics N=23.17 (p-value<0.01) N'=2555 (p-value<0.01) A’=29.90 (p-value<0.01)
Percent Concordant=58.1 Percent Concordant=57.9 Percent Concordant=58.6
Dependent Variable With Model 2-1 Model 2-2 Model 2-3
Investment Demand 2 Unstd.  Std. Wald ¥ Unstd.  Std.  Wald ¥ Unstd.  Std. Wald ¥’
(Intercept) 2316 7862 2258 7008™ 2199 59.05™
Age 0002 0015 020 0002 0020 033 0003 0028 060
Education High school or less -0409 -0109 840 -0378 -0101 665" -0356 -0.095 589"
College graduate or more -0372 -0096 488" -0300 -0078 290" -0271 -0070 234
Job Manager/Expert -0467 -0072 884" -0368 -0057 508" -0293 -0045 311
Clerical -0401 -0079 888" -0337 -0066 5917 -0239 -0047 286
Service -0106 -0020 065 -0068 -0013 026 -0011 -0.002 001
Sales -0388 -0.049 4977 -0332 -0042 347" -0262 -0.033 213
Household Size 0042 0030 079 0045 0032 092
Children (1=having) 0063 0016 024 0018 0005 002
Income  (million won, monthly) -0039 -0044 409" -0038 -0043 396"
Net Asset (one hundred million won) -0074 -0056 7507 -0056 -0042 414"
Region Seoul -0356 -0.083 995"
Mejor dty in non-capil region -0.037 -0009 009
Others in non-capital region 0280 0067 468"
-2UL0)=40052, -21L6)=3K86 -2L(0)=39359, -21L6)=38675 -2L(0)=39359, -211()=3417
Model Fit Statistics N=56.67 (p-value<0.01) N'=68.37 (p-value<0.01) N’=94.13 (p-value<0.01)

Percent Concordant=55.9 Percent Concordant=594 Percent Concordant=60.6

***: p-value<0.01, **: p-value<0.05, * p-value<0.1
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