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(Figure 3) Validity of Condition of Chonsei Leveraged Investment (Apartments in Seoul)
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(Figure 4) Trend of Interest Rate
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(Table 1) Result of Johansen Cointegration Test and VEC Model Estimation

Period 1 Period 2

Period 3

1987.1 - 1998.9
(141 months)

1998.10 - 2009. 4

Period
erio (127 months)

2009.5 - 2021.5
(145 months)

Average Interest Rate 14.72% 5.08% 2.12%
Johansen Cointegration Test
Lag Length n (in first
. 5 5 2
differences) (AIC)
Hypothesized T Ti T
ypothestze . ra.lcef P-Value . réCé P-Value re?cef P-Value
No. of CE(s) Statistic Statistic Statistic
None 17.1876 | 0.4011 38.9717 | 0.0007* | 31.5941 | 0.0087*
At most 1 7.5291 0. 2926 4. 4224 0. 6804 8. 7482 0. 1964
Identified No. of CE(s) 0 1 1

VEC Model Estimation

Normalized CE

By P P
D g it
LT B By

P,y +1.5438¢, ,
—0.0139¢ — 6.8205

None

Py +2:4340g,
—0.0459t +-0.9268

Adjustment Coefficient

a By, By

None 0.0073, -0.0199

-0.0012, 0.0002

kX7 1. 5438

@1 (0. 3088)

(standard error)

None

2.4340
(4. 3529)

Notes: * denotes the rejection of the null hypothesis at the 0.01 level.
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A AR = F3E 29} 3eM = B =T
A el 23 kp B BF Y #o® FHEJTE o] AL ek HAl 7}
z *}O] +9 A% #AE e (Proposition 3> FEHS ASHET

v T AR VEC 28 34 3golAd 731 291 3 F 71t 5 o]xFEo]
*oh‘ﬂ%—isi =9 7F 2 (AT o)AFE 5.08%) Bk Sk 771 3(2.12%) oAk
#rol o Al FEEATE Holvh(1. 5438 <2.4340). ©]AZ o|A&H wy F A
olo] &A= Atd F37 IAE 3 (Proposition 1) AHE (A=
PFelErh 2000t o] F olxfEo] A &EA 0 stefshiA FE w2 $g ¢

A 22 MR A5A 0 gaeln, o)zlel Fe A4 Faxtse] A4 o

iAol £ W A el FA9) SelA A8z, ol 44
Weld FA4 TR ay glel 3712 AL,

(Table 2) Result of Robustness Test on Setting Periods

Border A Period 1 Period 2 Border B Period 2 Period 3

(betw. i ) (betw. ) -
Per. 1, 9) P-Value | kXxXn |P-Value | xXn Per. 2, 3) P-Value | kXn |P-Value | xXxXn

1996.10 | 0.0291 | -1.5286 | 0.0056 | 1.6266 | 2007.5 | 0.0027 | 1.2029 | 0.0973 | 2.4028

1997.4 | 0.0274 | -1.5019 | 0.0069 | 1.4478 | 2007.11 | 0.0028 | 1.2972 | 0.1179 | None

1997.10 | 0.0382 | -1.4779 | 0.0003 | 0.5195 | 2008.5 | 0.0014 | 1.2819 | 0.0068 | 3.8854

1998.4 | 0.1881 | None | 0.0094 | 0.8524 | 2008.11 | 0.0008 | 1.2978 | 0.0145 | 3.2586

1998.10 | 0.4011 | None | 0.0007 | 1.5438 | 2009.5 | 0.0007 | 1.5438 | 0.0087 | 2.4340

1999.4 | 0.4584 | None | 0.0010 | 2.4598 | 2009.11 | 0.0003 | 1.2142 | 0.0027 | 2. 7686

1999.10 | 0.3833 | None | 0.0097 | 0.7559 | 2010.5 | 0.0002 | 1.1357 | 0.0018 |-14.3511

2000.4 | 0.3347 | None | 0.0157 | 4.0929 [ 2010.11 | 0.0001 | 1.0970 | 0.0044 | -8.3058

2000.10 | 0.3128 | None | 0.0665 | 2.0609 [ 2011.5 | 0.0001 | 0.9788 | 0.0105 | 5.6291

Notes: ‘P-Value' is the p-value by trace statistic on the hypothesis that no cointegration exists.
‘None’ in the & <5 column indicates that the hypothesis is not rejected even at the 0. 10
level.

7y S Ure A Aol gt ZA 3 4 Aol 734 (robustness) <
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Analysis and Verification of the Leverage Effect of

Chonsei under Low Interest Rates

Jongeok Son*

Abstract

The housing purchase utilizing Chonser as leverage yields an excess return
under low interest rates since the 2000s. I present a simple static model to
analyze the impact of Chonser leveraged investment on housing market.
Especially, I analyze the choices of demanders and changes in prices subject
to income constraint by introducing the income distribution of demanders. Since
the Chonsei leveraged investment creates demand in housing market and supply
in Chonsei market simultaneously, it forms a negative correlation between
purchase and Chonser prices. [ tested the negative correlation and estimated the
parameter that measures the size of Chonser leveraged investment.

Key Words: Chonsei leveraged investment, housing purchase-Chonse/ prices, gap
investment
JEL Classification: C3, D4, E4

Received: June 14, 2021. Revised: Aug. 2, 2021. Accepted: Oct. 22, Z2021.
* Post-Doc., Department of Economics, Seoul National University, 1 Gwanak-ro,
Gwanak-gu, Seoul 08826, Korea, Phone: +82-2-880-6360, e-mail: hundmil @snu. ac. kr



