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The Effects of Housing Market Characteristics on Sentiment-Price Sensitivity
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Abstract

Consumer sentiment is a crucial determinant of housing prices. Several studies assume that the housing price sensitivity
to consumer sentiment (sentiment-price sensitivity; SPS) is constant, regardless of housing market characteristics.
However, the SPS can fluctuate depending on the housing market characteristics. For instance, the SPS can be strong
in a high-priced housing market. Therefore, this study aims to empirically verify whether SPS is constant or can change
according to housing market characteristics. The characteristics examined include current median condominium prices,
expected growth rates of condominium prices, mortgage rates, income change, and housing stocks. This study was
conducted using panel data from 15 metropolitan cities in South Korea between January 2012 and November 2021. The
estimates revealed that the current median condominium prices, the expected rate of increase in condominium prices,
and income change positively affect SPS. By contrast, housing stock and mortgage rates negatively affect SPS. This result
suggests that consumer sentiment in the housing market can lead to the polarization of assets and an explosive rise in

housing prices.
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Figure 1. Trend of sentiment-price sensitivity
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Table 2. Summary of descriptive statistics

Table 4. Result of panel data hypothesis test

Variable Mean S.D Min Max Types of test Statistics
Sen 0.00 0.00 -0.03 0.02 Fixed F(51750)  156.58
MP 284 1.46 1.40 1323 Error term effect p-value 0.000
EP 0.23 0.04 007 019 significancetest o BPLM 15.06
Mr 396 082 2.79 6.01 effect p-value 0.000
Irate 1.00 0.00 0.99 1.01 Autocorrelation ALM 93.85
HS 408.19 35.95 33392 493.65 test p-value 0.000

Inter object BP-LM 21.60

A3}, Ae]-71Augeet 255788 1% So5FlA, £9]  correlation test pvalue 0.000

oPEZ}A S} A 10%2] FoaFol TiTol A = peteroskedasticity  M-wald test 7.87

A0 & eyt sHAT, oltE 714 7] AsES A4t test pvalue 0.9290

G 790 FAIE B 23kehe A9 oA Tl ueman test chi2(5) 87.49

o] EAsto] S Mastglon, AR T 1% FolEsto] T p-value 0.000
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Table 3. Result of panel unit root test
Types of test Types of test
Variable . LLC ' . IPS . diffeF:;tc ing . LLC ' . IPS '
Witha Timetrend Witha  Time trend Witha Timetrend Witha  Time trend
constant included constant included constant included constant included

Sen 0.000 0.000 0.000 0.000 - -

MP 0.039 0.000 0.081 0.000 - -

EP 0213 0.999 0.995 1.000 AEP 0.017 0.000 0.000 0.000

Mr 0.000 0.611 0.000 0.837 - - -

Irate 0.000 0.000 0.000 0.000 - -

HS 0.120 0.000 0.999 0.000 - -
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Table 5. Correlation matrix

MP AEP Mr Irate HS
MP 1.000 - - - -
AEP 0170 1.000 - - -
Mr -0.210%**  -0.453%** 1.000 - -
lrate  -0.157%**  -0.084** (0.105* 1.000 -
HS 04177 01727 -0.498*** -0.016  1.000

*% p-value<0.01

AL A 7hs/do] Hokal & 4 lth(jauhari et al.,
2019). whEhA], & AL B3Ad EAIA AiETaL &

A

1°2
& ggatglon, 24 ks GE 63} k. 3| HEA A7) R
+ within®] 0.2847, between®] 0.4227, overall®] 0.19730.2
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ERtT,

HA] A= F9] olE vuj7EA 2 Wi Aol oH(+)9
e i Ao Uehdeh, sg $4 ATks 7IE ofse )
ul7lzo] We Ful sliA AT B FE a}elAgolA 4]
Aol 4Jepsh 28 ofolr1 2 F7A7)E At ack s
4 ok 2, A 9] bt vuzhAe] 7] B4B4E A
Bl IHANG T SOk A oulaic BEH o 59 of

ste wjul7}zlo] 1008k F7He ), A4 1002 4, of

Table 6. Result of panel analysis estimation

Dependent Variable:

StE ol 7Rl 0.15%p S7FskH, ARAI7E 150 785,
offtE wju7FA = 0.23%p S7IRICE 7]E oRtE 7HA o)
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2

Faur)E Gl de-suguel 09 G Tk
AOE vehith BRA0E FaguthE et 19 312
W), HeiX47H 1002 39, obmkE el AR oF 0.22% %
asde], AeA4t 1509 B9, ofuhE wulAR s o
0.33% 43I}, FagutE G219 F71e ths Ao &
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0.90%p S7RRITh &5 S7h= 2HREY] o4t 71 oJufs
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AERE T 5 glems A7) oH ()9 S |

-

SPS index
Variables Coef. Std. Err. t-value p>t|
Constant -0.56523 0.0352 -15.67 0.000%+*
MP 0.0015 0.0002 574 0.000***
AEP 0.7735 0.0423 18.28 0.000%**
Mr -0.0022 0.0003 -5.91 0.000***
HS -0.0001 0.0000 -7.81 0.000***
Irate 0.5974 0.0414 14.40 0.000%+*
R? P) F(5,1735)
summany Between 04227 R() 01716 3812
Overall 0.1973 '
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