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Relationship between the Choice of Chonsei or Monthly Rent and
Household Income by Housing Type
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Abstract

In this study, we analyzed how household income impacts the tenure decision based on the type of housing. Considering
the recent growth in the market for high monthly rents, it is anticipated that household income will have diverse effects on
the decision between Chonsei or monthly rent. Analysis of the Seoul Housing Survey 2019 suggests that when keeping
all other factors constant, a rise in household income is likely to result in a preference for monthly rent over Chonsei. An
examination of the non-linear impact of income revealed that individuals tend to opt for Chonsei up to a certain income
threshold. Beyond this point, a higher likelihood of choosing monthly rent was observed. This shows that the choice
between Chonsei and monthly rent varies according to the household income. Household income also has different
effects on this choice depending on the housing type. Apartment tenants tend to opt for Chonsei until their income crosses
a specific threshold, beyond which higher-income households are more inclined to choose monthly rent. Residents of
detached or multi-family houses tend to favor monthly rent as their income increases. Once their income surpasses
a certain threshold, they become more prone to selecting Chonsei. This validates the hypothesis of differentiation in
choosing Chonsei or monthly rent as this choice by tenants is not indiscriminate but is affected by the financial situation
of households. The results of this study show that the monthly rent market cannot be regarded as a single market, and
it must be classified by housing type and price. Moreover, the choice of monthly rent by higher-income households may
vitalize the market for private rental housing. The choice of monthly rent made by lower-income groups living in detached
or multi-family houses because of financial constraints must be approached via policy to reduce the burden of housing
eXpenses.
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Table 1. Definition of variables

Variables Description
Dependent variable Housing tenure type Monthly rent (0), Chonsei (1)
Gender Male (0), Female (1)
Age Years
Househoi_d . Number of household Nurmber of people (person)
characteristics  members
Marital status No (0), Yes (1)
Educational level Under middle school (ref), under high school, over university
Income Average monthly income (1 million KRW)

'\gﬁ%ﬁggem Asset The sum of real estate assets and financial assets (1 million KRW)
Economic The sum of loans from financial institutions, loans from non-financial
characteristics ~ Debt institutions, and lease deposits (1 million KRW)

Ri-spread The difference between conversion rate for Chonsei - to - monthly rent
and market interest rate
Living area ggihbégr;:;ﬁs;?erg Egefe;, Northwestern area, Southwestern area,
Submarket -
characteristics ~ House type Single-family housing, Multi-family housing, Apartment (ref)
Size of house Area of exclusive use (m2)
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Table 2. Descriptive statistics (N=6,901)

Descriptive statistics by tenure

moemt S8 (32::39 'rl’} Niarltglgarg;lt Statistics
Mean SD Mean SD
Incomet® 30 18 34 19 25 16 1=-21.893%*
Econormic Asset® 3208 3766 4767 4027 1038 1803 t=46511%*
characteristics Debt® 256 624 370 734 97 373 (=18341%*
Rl-spread 35 120 33 12 38 11 1=18651%*
— Female (1) 1969 285 960 239 1009 350 P
Male (0) 4932 715 3055 761 1877 650
Age (year) 519 162 521 1561 517 175 t=1019%*
Number of family members (person) 23 12 26 1.2 20 11 1=-21.468%*
?ﬁ:rzft‘;'fsu o e No (0) 3161 458 1356 338 1806 625 ...,
status® Yes (1) 3740 542 2659 662 1081 375
Under middle school (ref) 1,318 200 654 163 724 251
Edf;f{;g”a’ Under high school 2457 356 1267 316 1,090 412 y=238236*
Over University 3066 444 2094 522 972 337
Single-family housing 3,021 438 1,320 329 1,701 589
?y‘;fgj Multi-family housing 1613 234 1115 278 498 173 Y2=463530"
Apartment 2267 329 1580 394 687 238
Size of house (m?) 513 148 586 254 512 200 t=-30.783*
fﬁggg{:ﬁ; - CBD area 513 74 280 70 233 81
Northeastern area 2,028 294 1,128 281 900 312
;'r‘ggg Northwestern area 999 145 606 151 393 136 x2=26.004%*
Southwestern area 1,881 273 1,069 266 812 281

Southeastern area (ref) 1,480

214 932 232 548 19.0

(A) unit: 1,000,000 KRW, (B) cbs/ratio
*<0.1, *#p<0.05, #4p<0.01
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Table 3. Descriptive statistics by housing type (N=6,901)

Single-family Multi-family

housing housing ?ﬁfg’;‘;%t .
(N=3,021) (N=1,613) e Statistics
Mean S.D Mean SD Mean S.D
) Monthly rent (ref ) 1,701 563 498 309 687 303
Housing tenure type® : ¥2=463 630"
Chonsei 1,320 437 1116 691 1,580 697
Income® 24 14 31 16 37 22 F=3283135%*
Economic Asset® 1504 1796 2926 2346 5678 4993 F=1043 766"
characteristics Debt® M2 371 281 565 430 847 F=178678"*
Rl-spread 46 07 31 09 24 07 F=5906.905"*
Female (1) 983 3256 470 291 516 228
Gender® ¥2=61.098™*
Male (0) 2,038 675 1,143 709 1,751 772
Age (year) 5256 172 480 149 540 1561 F=69.365"*
Number of family members (person) 20 1.1 23 12 2if 1.2 F=277 6160
Household
e Marial No (0) 1773 587 733 454 655 289 ——
status® Yes (1) 1248 413 80 546 1612 711
Under middle school (ref) T47 247 199 123 432 191
Bt Under high school 1328 440 555 344 574 253 y2=418.653™*
level® nder high schoo ; ! : 3 =418
Over University 946 313 859 533 1,261 566
Size of house (m?) 115 188 486 181 66.3 285 F=816.831"*
CBD area 259 86 118 73 136 6.0
Submarket Northeastern area 1,043 345 341 211 644 284
characteristics ;‘g;‘g} Northwestern area 390 129 307 190 302 133 ¥2=286.632*
Southwestern area 921 3056 390 2472 570 251

Southeastern area (ref) 408

136 457 283 615 271

(A) unit: 1,000,000 KRW, (B) cbs/ratio
*p<0.1, #*p<0.05, #4p<0.01

U5t pRale 94 u13(56,3%)0] L, ohtEch Y-
Chili e A 1269, 1%, 69.7%)0] E9kT). 45, A4k
BRI BE ok, A thtRE, BS- thiRd o
2 7] Uehgeh, okt AZ7Ne] AAA 20 7 ¥,
WS- tkpRe] b Wekt, R Al AxE 7
o R-AZEEE WS 7R oftErt 2 7ol
7 e, hEAQ QAR AYAAZRO] o} 1}
ERd A3z ojshect.

7 SRS PR A Uol, 714, 1R AT §
nio} HZSolct. BE F8 G3ol4 WA 7175 vlgol
FUAT, B TR oy 7175 vl go] B Fel gt
ulmato] cha: ke, 7750 Yol A - chithelo] 73
W31, ohitEr} 74 Sk} U4 ok} 2,79, 7187}
P ohkE} 71,192 7V ket 7S AFsee Us-
PR wEshE £ vlgo] 7 w9k, Y- thld)
et} ofubE L ek EY ool Hl&ol 7H ket

FYSNLAY WS F FHDHL G- IFFo] 41.5m?
2 7V 27, olmtE7} 6.6’ 7P WL S Tyl
3 oltEL $2Y, 99 thIREe Sl 713 gol ¢
At Y9t

£ wgold FUHE BANOE GO% Mol uylo
v FU0YE 7| 2EAE B3 95 tpIEY QAL of
ShE AZANRS vlEste] AAA $F, /17T HF o]
23, FeRe] H2 AL Syt

3. YR7IL| T - EM MR

7170] AAHA BA F A4l Be4F AAE Hest,
YATo] £24F, B B4S YIS Adsie Aoz 1}
ERITHGE 4)9) model 1 1), The 270] U 1, 50|
$24S YNB HET 8| H9ked 59 Exp(B)e

0.7487(p<0.000) 2 £=50] T T S71HE HAE AT e
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Table 4. Binomial logit model for estimating the probability of choosing Chonsei or monthly rent

Model 1 Model 2
B Exp(B) B Exp(B)
Income -0.290%* 0.749 0.343%** 1410
Income-squared -0.088*** 09156
B Asset 0.0771%* 1011 0011%* 101
characteristics
Debt -0.000%** 1.000 -0.000 1.000
Rl-spread 0.134%* 1.143 0.129%** 1.138
Gender (female=0, male=1) 0.168** 1.183 0.184** 1202
Age 0.0717%* 1.011 0.013%* 1.013
Eouschald Number of family members 0.137%* 1.147 0.102** 1.108
characteristics Marital status (no=0, yes=1) 0.393** 1482  0325%* 1.384
Educational level Under high school -0.010 0990 0217 0.805
(ref =under middle school) Over university 0.123%** 1130 -0.146%** 0.864
Single-family housing 0.320** 1378 0.269*** 1.309
House type (ref =apartment) - - :
Multi-family housing 0.989*** 2687 0.925%* 2523
Size of house -0.017%* 0984  -0018%* 0982
e CBD area 0.470% 1600 0555 1733
characteristics
Living area Northeastern area 0.804%%* 2234 0.842%%* 2321
(ref =southeastern area) Northwestern area 0.776% 2173 0.838% 2312
Southwestern area 0.654%%* 1930 0.644%** 1904
Intercept -3.065T* 0.047 -3.687*** 0.025
Observation 6,901 6,901
AL 1,424,340 995 1,403,880.380
Hosmer and Lemeshow Chi-squared (p-value) 832,313.7%* 3,363.182%+*
R-squared (Cox and Snell) 0.406 0413
R-squared (Negelkerke) 0.542 0552
88.5% 88.4%
Classification accuracy o o
(Monthly rent, Chonsei, Overall) Ag-R Bk
84.0% 84.3%

*p<0.1, #p<0.05, **p<0.01

0] 25.1% AadH= ALE et R4 22 438 H9
ok, 5471 3 &S] S71HE AAE AT E52 0.02%(Exp
(B)=10.9998) 7%},

HhHo|| A4S WEE AME A9 FEo] #3it) AMlo]
g 9] S71eHH AAIE A9 282 1.09%(Exp(B)=1.0109)
Z71t. Rl-spread?t AR &, AUA|-EET APEE]9
Zpol7t AAH RIS GAlE = AAE AT &E0] %
2 A0E Yeith

7H9] gtgo] wal, ofmEd| AFSl= ZL, FAH WA
231, S YA Aeolls GAE A9T #Eo] 2 A
o2 yepsit), 7S] o] |, volrt Bee s, 7Y

ST HESE, 1B /P A, ARG g F0) B4
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5, FER3 FoMe g5 EE A" oAldiEEel
AFshe 7 AAE AEE Bl itk ER SEE
v|3f 71 9] oA PA|E Tk FAE AT 20l B4 U
ERgiTh, vhd, SEef WA g oy SUHESS gAlE AT
BE0| 2 A0 eyt

£50] 25 YAE ARt i 9 S8
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7He] EA50] 12 4 S FAA Aok gA) AdEo] Aa
S7H E7hRE AdEat SaS7Re] ApEEQ) AdEo] )
Eo] & 4= Atk &59] vlAlY atE 24517] flsh Al
FE F718to] EABIATH(E 499 model 2 ¥2).
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2550t T ABHRSE FA LHSHG £50] F7HAS
S A A 2ol Z7Htchl, 94 SEo e 9
S A Sho] Z7Khe AOR Uehgth, 255HS Teig
2 (model 1o £50] F7104-% YAIE MY 2ol &
opThe RS MY EUE DRY AP 259 2 A- YA
M) ThE HeS TYSH e & 4 ek,

4. TEREE Uxpie] M - EM| Mejmy

Fee A B4o| fS: o Ul fEHS] sfolet,
S tplRFEe] A7HE YAAE S, ofhER A

o] BA4L SRt WjuiAg R QAjE. oA A 53 &
Aol anp) Fea-9E AR Agel vl 9FE 43
7] $18f MRS A3t 252 BlAgENE 435
S8 £5Het AFUSE F7R BEE FESIITHE 5
A=x).

- gA| A digt &5} Ak aike BE FE {399
A frolRt YL v O 270 §YE 1|, &50] S
5 YHIE AET BE0] S8 BE S BYollA 71t
543 sSFASAEE LEsigE [ £50] S8k gAIE,
AHdo] @& AAIE AT BEC] FoMlth £50] 7 E
S7FoHa oltE AF71te] A AE 282 27.4%, A” - T

Table 5. Estimating the probability of choosing Chonsei or monthly rent by housing type

Apartment Multi-family housing Single-family housing
Model 1-1 Model 1-2 Model 2-1 Model 2-2 Model 3-1 Model 3-2
B EpB) B ©pB B EpB B EBpB) B  EpB) B Exp(B)
Income 03207* 0728 03987 1489 -0.3447* 0709 -0288%* 0750 -0.317%* 0728 -0.384"* 0681
Eco- Income-squared -0.074%* 0929 -0.007%* 0.993 0.011%* 1.011
2?2:; Asset 0.006%* 1024 0006 1006 00227 1023 0022 1023 0024 1024 0.024** 1.024
teristics Debt 0.004"* 0984 0.004™* 1004 -0.006* 0994 -0.006™* 0994 -0.016™* 0984 -0.016** 0.984
Ri-spread 0.199%* 1279 0233"* 1262 -0.136™* 0873 -0.136™* 0873 0246™* 1279 0249"* 1283
sxvien 02189 1018 0.197%* 1218 0.039%* 1040 0042°* 1043 0018* 1018 0019* 1019
(female=0, male=1)
Age 0.011™* 1001 0018™* 1018 0000 1000 0001 1001 0001** 1001 0.007** 1001
House.  Number of family members ~ 0.156™* 0950 0.097*** 1102 0281™* 1325 0279™* 1322 -0.052%* 0950 -0.053"* 0949
hold -
g M 0.657%* 1243 0481%* 1618 -0227%* 0797 -0231%* 0794 0218 1243 02275 1254
ch:_:lra_lc (no=0, yes=1)
teristics -
Edulcalltl)na' U”Siirozﬁh 0.761%* 0553 04537* 1573 -0709%* 0492 -0730%* 0482 -0.502%* 0553 -0.579%* 0561
eve
(ref. = under Over
middeschool) ypergty 0940 0745 05247 1689 -0989 0372 -1015%% 0362 02947 0745 0278"* 0757
Size of house -0.017%* 0990 -0.020"* 0980 -0.024™* 0976 -0.024"* 0976 -0.010* 0.990 -0.010*** 0.990
CBDarea  0.845"* 0830 0993* 2700 0984™* 2674 0990 2692 -0.186** 0830 -0.191** 0.826
Submar- Northeastern o Gk s ik _ i
cotebar. Livingarea o 07029 1702 0755%* 2127 16077* 4986 16117 5000 0532%* 1702 0.528%* 1696
et - Northwestern
tics Somhee?tem i 11985 1148 1253 3501 1696"* 5452 1608%* 5463 01387 1148 01307 1.139
area
SO”tZ‘r’:zS‘em 1226"* 1052 1180%* 3253 1317 3733 1318 3737 0051™* 1052 0050 1052
Intercept 2.822%% 0050 -3914%* 0020 -1.789"* 0167 -1851™* 0.157 -2.989"** 0050 -2.926™* 0,054
Observation 2267 2267 1613 1613 3021 3021
2LL 432985914 422828606 199180247 199151154 567560334 567495710
?;:;fg)a“d L Sty el S 29270574 42213050 1017517 124977463 140221830 136274768
R-squared (Cox and Snell) 0352 0.365 0.520 0.520 0451 0451
R-squared (Negelkerke) 0494 0511 0716 0.716 0612 0612
S 72.1% 74.3% 87.4% 87.3% 91.7% 91.9%
NGty et Chonsg?’mem”] 88.9% 88.3% 93.2% 93.2% 781% T7.7%
y : 83.6% 83.9% 91.2% 91.1% 86.4% 86.4%

*p<0.1, #p<0.05, #*p<0.01
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