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The Difference in the Relationship between Housing Price Change

Perception and Outlook by Home-ownership

: Who Contributes to the Co-movement between Housing Price Change and Transaction
Volume?

LSSt - B
Park, Dongha - Park, In Kwon

Abstract

This study clarifies who, among non-homeowners, single-homeowners, or multi-homeowners, contributes to the co-
movement between housing price changes and transaction volumes by analyzing the differences in housing price outlooks
by home-ownership status. Since individuals’ price outlook determines the deal close rate for individual transactions and
thus trading volume in aggregate, a certain group’s housing price outlook for a given price change will, in effect, explain how
much this group contributes to the price change-volume co-movement. Based on the Consumer Psychology Survey for
the Real Estate Market, we regresses the housing price outlook on the perceived current price change and homeownership
status. The results show that the buyers who will significantly contribute to the co-movement phenomenon are tenant
buyers, as they are less likely to buy houses when housing prices fall, compared to homeowners. It can also be inferred
that among the three groups, the buying and selling behavior of multi-homeowners will show the mast distant tendency
from the co-movement. These results provide a basis for housing policies that are applied differently according to home
ownership status. Since differences in the perception and outlook of house prices by state of ownership are based on
psychological bias, it is necessary to be more careful in diagnosing whether to participate in transactions according to the
cognition of housing prices and prospects.
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Figure 1. Correlation between housing price (or price change rate) and housing trading volume in Seoul (2011 Q1-2015 Q2)
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Figure 2. Change of deal close rate by the difference of housing price outlook between seller and buyer
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Table 1. Question and response for housing price change perception and outlook in the survey

Category Question
Seller's housing price What do you think of the price change of your
change perception dwelling house compared with last quarter?

Response

(-2) large decrease/ (-1) decrease/ (0) no change/
(1) increase/ (2) large increase

Seller's housing price

change outlook dwelling house in 3 month later?

What do you think of the price change of your

(-2) will fall significantly/ (-1) will fall/ (0) no change/
(1) will rise/ (2) will rise significantly

Buyer's housing price
change perception

What do you think of the housing price change in
your residential area compared with last quarter?

(-2) large decrease/ (-1) decrease/ (0) no change/
(1) increase/ (2) large increase

Buyer's housing price

change outlook your residential area in 3 month later?

What do you think of the housing price change in

(-2) will fall significantly/ (-1) will fall/ (0) no change/
(1) will rise/ (2) will rise significantly
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Figure 4. Apartment price index change rate and price change perception by home-ownership status in a metropolitan area
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Table 2. Average outlook of housing price change by price change perception and home-ownership status

Average outlook of price change (S.D.)

Price change perception

Non-homeowners Single-homeowners Multi-homeowners
Large decrease (-2) -0.604 (0.870) -0.437 (0.756) -0.321 (0.787)
Decrease (-1) -0.406 (0.639) -0.223 (0.599) -0.184 (0.625)
Price stability (0) 0.102 (0.543) 0.125 (0.499) 0.138 (0.509)
Increase (1) 0.563 (0.597) 0.527 (0.566) 0.531 (0.561)
Large increase (2) 0.794 (0.756) 0.721(0.716) 0.704 (0.729)

Note: Average outlook scale: —=2(will drop significantly)~2(will rise significantly) - 5-point Likert scale
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Table 3. Variable information in the housing price perception-outlook model

¥ 7HHHE Age] F&5HS
RPN R

AR ZRI 2 a7 =
A7t EZARE §3 2AE =9 FHojng £4F 23

 7VEHE l8jo] A Ams:

o A

o o

oAcH-D)E 74 A S5 W) (% 3). B THEE o}
B Aol HIS Bels] S8 APHAE EQdh o)g vt

Variables - .
p N Definition Data coding Data form
ass ame
_ Housing price Prospect of house price changes Will decrease largely (2)~ & noint
2 Buyer outlookinthe in the area where you currently live Will gely TP
2 Sacidant Sreg afier 3 frorihs illincrease largely (+2) Likert scale
m
= . . %
o Housing price Prospect of price changes of the ; o L
3. Seller  outlook of the house where you currently live after w:: _decreasellargelly ( g) L'k5 PO |
dwelling house 3 months ill increase largely (+2) ikert scale
Housing price Housing price changes in the area N S
Buyer  perception in the where you currently live compared l[)ecreasel Iargelzly ( ? L'k5 pr |
resident area with 3 month ago ncrease largely (+2) Ketacle
Housing price Housing price changes of the house — o
Seller  perception of the where you currently live compared with Decreasel Iargel.-ly ( g) L'k5 pOHL |
dwelling house 3 month ago Increase largely (+2) rertealc
: College graduate or higher (1)/
College College graduate or higher others (0) Dummy
. Average monthly household income, o .
- Household income including bonuses and bank interest Unit: ten thousand won Continuous
?‘2 Age Age Unit: years old Continuous
E Male Male Male (1)/ female (0) Dummy
Repayment amount of Monthly average mortgage loan interest i :
mortgage and principal repayment amount Lnit:ten Sibgsand wan Legtidous
z . Currently living in Seoul/ Inchon/ Living in the capital region (1)/
Capital region Gyeonggi-do others(0) Dummy
Area* Metropolitan city in ~ Currently living in metropolitan city of Living in the metropolitan city in i
non-capital region non-capital region non-capital region (1)/ others (0) y
Small-sized city in Currently living in small-sized city(pop. Living in the small-sized city in Oy
non-capital region under 200,000) of non-capital region non-capital region (1)/ others (0) y
Multi-homeowners Person who owns 2 or more houses Multi-homeowners (1)/ others (0) Dummy

* Reference group: living in cities of non-capital region with a population of 200,000 or more
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Table 4. Basic statistics of empirical analysis model
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glo] Qlrhal $F3aL, E 7MAES Wit 5208 Yo 2 JA
Bl on] Hit Lol 4A1E Ueht vWi=A 5\ 51%0]
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Buyer Seller
Valuable name
Obs Mean Std.dev. Min Max Obs Mean Std.dev. Min Max

Housing price outlook 17423 0225 0665 -2 2 15871 0149 0604 2 2

Decrease 17313 0135 0342 0O 1 15704 0164 0370 0 1
EQE:Z ;I;Zgge No change 17313 0473 0493 0O 1 15704 0581 0493 0 1
kit Increase 17313 033 0472 0O 1 15704 0204 0403 O 1

Largeincrease 17313 0049 0215 0 1 15704 0023 0151 0 1
College 17478 0864 0343 0O 1 15926 0850 0348 0O 1
Household income 17255 499604 203215 25 754 15630 519780 205619 25 754
Age 17625 41277 8360 20 79 15994 44203 8905 20 88
Male 17525 0513 0500 O 1 15994 0510 0500 O 1
Repaymentamountof mortgage 17,158 18404 39686 0 1000 15529 36385 65571 O 1000
Capital region 17525 0478 0500 O 1 15994 0575 049 0 1
r"gg};ﬂpc’"ta“ ctyinnon-capital 17605 0281 0450 O 1 15994 0229 0420 O 1
rser;‘if)'lfized cyinnon-capital 17505 0o3g 0195 O 1 15994 0040 0195 O 1
Multi-homeowners 17525 0143 0350 O 1 15994 08331 0471 0 1
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Table 5. Results of empirical analysis of price change outlook (buyer vs seller)

Independent variable Buyer Seller
=housing price outlook (N=16,641) (N=14,847)
Dependent variable Coef. S.E. Coef. S.E.
Decrease 0.356** 0.181 0.232** 0.116
Pricechange  No change 1,823 0179 162120 0112
perception
dummy Increase 3.264 % 0.181 2.862 *** 0.118
Large increase 4,127 ** 0.197 3.309 *** 0.161
College -0.033 0.047 0.041 0.051
Household income 0.000 0.000 0.000 0.000
Age -0.001 0.002 0.002 0.002
Male -0.146 % 0.032 -0.113 %+ 0.035
Repayment amount of mortgage 0.002 *** 0.000 0.007 *** 0.000
Capital region 0.129 **+* 0.043 0.347 *+* 0.050
Metropolitan city in non-capital region 0.010 0.046 0.168 *** 0.056
Small-sized city in non-capital region 0.200 ** 0.086 0.189* 0.096
Multi-homeowners 0.197 *+* 0.047 0.153 *** 0.037

Model description

LR chi2(13)=3968.89"**, Pseudo R*=0.118

LR chi2(13)=2295.87** Pseudo R*=0.085

*4n<0.01, *p<0.05, *p<0.1
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Figure 5. Outlook according to the price change perception of sellers and buyers
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Figure 6. Differences in price change outlook of buyers by home ownership status
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Figure 7. Differences in price change outlook of sellers by home ownership status
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