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ABSTRACT

The Effect of Public-Housing REITs
on the Jeonsei Price of Nearby Apartments

Kang, Man—Bong
Major in Real Estate Finance and Investment
Graduate School of Real Estate

Hansung University

The following study posited an hypothesis based on a previous
research that examined the effects of the Public Housing REITs on
neighboring apartments’ deposit—based lease prices. We conducted a
causal analysis to substantiate our hypothesis.

First, we selected two apartment complexes for each experimental
group among the 20 Public Housing REITs complexes that had
completed all the move—in,: one group included apartments similar to
those of the given Public Housing REITs complexes in terms of their
total number of units and average unit sizes, and the other group
included apartments located farther away. We researched distinctive
characteristics of the two groups and compared their deposit—based lease
prices to the market rate changes. The results showed that some
apartment complexes experienced a greater change in their deposit—based
lease price rate compared to the market rate change, while others
exhibited a lower change in their deposit—based lease price rate.

The treatment group and the control group for the study were divided
based on their temporal relationship to the Public Housing REITS’
effective dates. A double DID (Difference—in—difference) analysis model, a
modified version of DID that overcome the limits of DID, was applied to
produce inferences on possible factors behind the changes in the

_57_



deposit—based lease prices.

The results showed that no significant statistical difference existed
between the deposit—based lease prices of the apartment complexes
located within 3km distance from the selected Public Housing REITs and
those located farther away, beyond 6km. Such results are assumed to
have been caused by a simultaneous decline in the deposit—based lease
prices due to the increase in supply of apartments and vitalization of the
vicinity. Such vitalization of the vicinity effect is related to Public
Housing REITs because as the total number of Public Housing REITs
units increases, the deposit—based lease prices also increases. This positive
correlation proves that vitalization the vicinity is more influential than the
decrease in the price of deposit—based leases in the expansion of the
Public Housing REITs. Furthermore, such vigorous changes in
neighborhoods were detected more visibly in places farther away from
Seoul. We speculate that it was because the places closer to Seoul had
already been vitalized before.

Since this study included only a small sample size with limited variety
of samples and a short time frame for comparisons, the results can not
be generalized. Another follow—up research with more samples and a
longer research period is required to accomplish a more valid conclusion.

(Key words] Public-Housing REITs, Public Housing, Jeonsei Price,
Positive Externality
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