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A Study on the Deposit Conversion Method to Measure the Housing Cost

of Rental Households
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Abstract

Housing costs are widely used in the housing policy and related research. When calculating housing costs in Korea's
rental market, which is dominated by large deposits such as Jeonse, the method of converting deposits must be
considered. However, discussions on converting deposits into housing costs are lacking. The purpose of this study is to
compare various deposit conversion methods for calculating housing costs and determine the most efficient method.
Four deposit conversion methods. Opportunity cost, financial cost, opportunity cost and financial cost, and Jeonse-rent
conversion rate. The efficiency of a method was measured using a demand model in the economic aspect and a choice
model in the behavior aspect. Consequently, a difference was noted in the calculation of housing costs according to the
deposit conversion method. According to the calculation method of housing costs, the most effective deposit conversion
method was to consider both opportunity and financial costs. The method using the Jeonse-rent conversion rate was the
least effective. A method considering opportunity and financial costs must be applied to measure more realistic housing
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Table 1. Deposit conversion method to measure the housing

cost
Category Criteria Prior study
Opportunity _Corporate bondyield  Chung (2005)
cost Receiving rate Park and Hong (2013)
Kim and Ko (2008)
——_— Park and Lee (2015)
EXpenses Kim and Hong (2003)

Jeonse loan rate Kim and Kim (2008)

Periodic savings
Opportunity  interest rate Shin (2007)
cost & Short-term loan rate
financial Government bond
expenses interest rate Park et al. (2014)
Guarantee loan rate
._ Kim and Chung (2011)
Market price cMo?*lr:glrlgigne Egtsét 1t | eeand Chung (2015)
Jun and Ahn (2016)
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Table 2. Interest rates and monthly conversion rates applied
to the calculation of housing costs

I P Application value
2016 2020

Receivingrate (z)  Fixed deposit rate 1.47% 1.04%

Loan rate (") Guarantee loanrate  293%  2.75%

Conversionrate  Monthly deposit-rent By region & housing
(") conversion rate type & size

*Data: Bank of Korea, Korea Real Estate Board

Table 3. Average housing cost by calculation method

Category C; C, Cy C,
2016 290 409 298 58.2
2020 265 442 28.0 62.3
2016 195 389 208 66.7

Total

Jeonse

2020 180 475 209 766
Guaranteed 2016 393 433 397 500
monthlyrent 2020 360 405 359 463

* Unit: 10,000 Won
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Table 4. Independent variable

Variable Description Unit

Age Householder's age Years
Num Number of household members Person
Apt Housing type (1=apt)

Gun Residential area (1=gun)

Lnin Log income 10,000 won
Lnpcost Log housingnfé)ts‘;[;s persquare 4000 won/m?
Lncost LLog housing costs 10,000 won
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Table 5. Descriptive statistics

Table 6. Estimation of rent demand function (2016)

Variable Year Average SD Min Max
Size 2016 584 283 7 234
(m?) 2020 557 263 10 244
Age 2016 518 155 19 98
(years) 2020 473 157 13 94
_ 2016 2773 2372 8000
(10000won) 2020 3064 1943 2000
Household 2016 26 13 1 8
members

(person) 2020 23 12 1 9

182 "REAE, MssH M4Z (2023)

Variable Model 1 Model2 Model3  Model 4

Intercept 24307 2.3627*% 24407 2.354%*

- 0.005"*  0.005*  0.004%*  0.005*

9 (0147)  (0.154)  (0.144)  (0.161)

— 0100  0.102%%  0.]0T%*  0.102%*

(0263)  (0268) (0265  (0.269)

Aot 02627  0268°* 02637 0247

P (0270)  (0277)  (0272)  (0.255)

G 02327 0208 -0228%*  -0.190%*

(0.038)  (0.034) (0037) (0.031)

it 0.230%*  0248°% 02377  0.257%

(0392)  (0.408)  (0.390)  (0.413)

01177 01199 Q11T 01200

Lripoost (0219)  (0179) (0215  (-0.156)

Pr>F <00001 <0.0001 <0.0001  <0.0001
RootMSE  0.348 0.353 0.348 0.356
R-Square 0.469 0.453 0.468 0.445
AdjR-Sq 0.468 0.452 0.467 0.444

Note 1: % ** #=** Significant at 10%, 5%, 1% respectively
Note 2: ( ) standardized estimate

Table 7. Estimation of rent demand function (2020)

Variable Model 1 Model2 Model3  Model 4

Intercept 25497 2419 2587 24007

fee 0.003"*  0.003* 0.003"*  0.004**

9 0118)  (0117)  (0.106)  (0.120)

i 01037 0105  0.104%*  0.106*

(0261)  (0267)  (0264)  (0.270)

- 02319  0239%* 0234 (02219

P (0244)  (0252)  (0247)  (0.233)

un L0258%  0.244%%  (250%% 02330

(0.041)  (0.039) (-0.042) (:0.038)

Felh 0.225%%*  0.255%% 02237  0.266%

(0348)  (0.395)  (0.345)  (0.412)

0144 QTR Q14TF% 01820

Lopcast (0279)  (0250) (0271)  (0.240)
Pr>F <0.0001 <0.0001 <0.0001  <0.0001
RootMSE  0.333 0.340 0.335 0.342
R-Square 0.490 0.471 0.484 0.464
Adj R-Sq 0.489 0.470 0.484 0.463

Note 1: * ** *** Significant at 10%, 5%, 1% respectively
Note 2: ( ) standardized estimate

7 AR 7, oBHE AFojRe] B dxmag)
e FAE 7 A2 EMEH. AFAY Hee &9
AgkE 7HH A GoA QA8 Ao s A2 AAE
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Table 8. Estimation of the housing cost burden model (2016)

Variable Model 1 Model2 Model3  Model 4
Intercept 2.423** 3.195% 2.140* 3785
Rtk -0.001 -0.004 0.001 -0.006™*
9 (-0.006) (-0.035) (0.009) (-0.055)
NuM 0157 0.104% 0147 0.095%*
(0.105) (0.072) (0.102) (0.066)
Aot -0.890%*  -1.023%*  -0.949%*  -0.673**
P (0241)  (0277) (0257)  (-0.182)
Gun -1.448%*  1.655%* -1 517 -1.661%*
(-0.064) (-0.074) (-0.068) (-0.074)
(i -1.040%*  -0.999%*  -71.089**  -0.653***
(0450)  (0.432)  (0.471)  (0.282)
L 1.500%*  1.303%*  1.667*  0.567*
(0.760) (0.596) (0.840) (0.235)
Score <0.0001 <0.0001 <0.0001 <0.0001
Wald <0.0001 <0.0001 <0.0001 <0.0001
Somers' D 0.594 0.479 0.622 0.295
Gamma 0.594 0.479 0.622 0.295
Tau-a 0.215 0174 0.225 0.107
R-Square 0193 0.126 0.210 0.048
Max-
rescaled 0.290 0.190 0.315 0.072
R-Square

Note 1: * ** *** Significant at 10%, 5%, 1% respectively
Note 2: ( ) standardized estimate
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Table 9. Estimation of the housing cost burden model (2020)

Variable Model1  Model2 Model3  Model 4
Intercept 2.534**  3.090%* 1.855%  3.385"*
Age -0.017%*  -0.016™* -0.011%* -0.017%*
9 (0.145)  (-0.140) (0.095)  (-0.150)
N 0.066™* 0.011 0.065* 0.015
(0.043)  (0007)  (0.043)  (0.010)
Kbt -0.222%*  0205%7* -0.274%* -0.001
P (0.060)  (-0.056)  (-0.074)  (0.0002)
Gun -0.148 -0.163 -0.169  -0.1167*
(0.006) (0.007) (0.007)  (-0.005)
Lisiin -1.067%%*  -0939%*  -]154%* -0 54QT*
(-0423) (0375  (0461)  (-0.219)
et TAB7®*  0Q1EY* ] T747F* (1684
(0.698)  (0.380)  (0.836)  (0.066)
Score <0.0001 <0.0001 <0.0001 <0.0001
Wald <0.0001 <0.0001 <0.0001 <0.0001
Somers' D 0.569 0.344 0.625 0.187
Gamma 0.569 0.344 0.625 0.187
Tau-a 0.284 0172 0.313 0.093
R-Square 0.234 0.088 0.279 0.025
Max-
rescaled 0.312 0.117 0.372 0.033
R-Sguare

Note 1: % ** *** Significant at 10%, 5%, 1% respectively
Note 2: ( ) standardized estimate
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