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ABSTRACT

A Study on The Hedonic Price Model
in each Sub Housing Market

Park, Woon Seon
Major in Real Estate:Economics
Dept. of Economics & Real Estate

Graduate Schools, Hansung University

What mostly matters in real estate science is to estimate proper
price and to measure the effect of a house characteristic on the price.
To to that, hedonic price model is a frequently method in academic and

practical field.

However, at what scope of a market and which dependent variable
1s acceptable to be adopted between real transaction price and bidding

price have not been debated well till now.

Therefore this research take a realistic way to determine the
scope of real estate sub-markets. In other words, I -cluterized
condominiums in Seoul into 4 groups which is composed of 'Dong’.
And to test the existence of heterogeneous hedonic model in each
sub—market, I built up and ran para double log regression models which
use real transaction price and (bidding price minus real transaction
price) as dependent variables each to see the difference in the price

model among sub-markets.
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Real transaction price has well include characteristics of individual
condominium such as the floor, view, and direction. So model combing
them with the other characteristics wholly explains the effect of
characteristics on the price. The effect of demographic variables like
house’s income in clustered household in the local can be explained
well. By the way, bidding price is collected by known hedonic price
model. It does not reflect the estimation of house buyers. And It does
not include the individual characteristics such as floor, direction, and

view.

So comparison between the real transaction price and bidding
price can help the understanding the valuing difference on each

characteristics.

As a result, Each sub-market has unconnected hedonic price
model. So Hypothesis #1 is supported. Therefore individual
characteristics such as floor, direction, and view has various effects on

the price depending on each cluster.

In the model which adopt (bidding price minus real transaction
price), the unrespected characteristics in bidding price model have
significantly various effect on the price in each sub—market. This mean

those characteristic are valued variously depending on the cluster.

So, all the hypotheses are supported. In other words, hypothesis #1
on the existence of heterogeneous hedonic price model price model in
each market was supported by the Chow test estimate. Hypothesis #2
1s about the various effects of buried characteristics on the valuing

difference. Hypothesis # 3 was also supported by the Chow test
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estimate.

More specifically, in hypothesis #2, individual characteristics such
as floor, direction, view are valued differently in each markets. royal
floor get significantly positive effect on price in all sub—markets. But
direction has the different story. Southeast has the significantly positive
effect in Kangnam high end region, but has no effect in the other
region(refer to model 1~4). View has the various effect in each
sub-markets. mountain view has significantly negative effects only in
Kangnam low-end region. Park view also has significantly negative
effect in the market. These results tell that individual characteristics
have different effects and will to pay depending on sub-market. So

hypothesis #3 is supported.

As a result, each sub—market has the heterogeneous hedonic
model and has the various effect on difference between real transaction

price and bidding price.

As a limitation, this research does not figure out the more specific
structure of hedonic price in each market. In each region, required
utility by the household would be various. But specific data such as
economic state and lifestyle were not included. So I adopt tax as the
representative variable but I admit that it has some limitations. Finally
I expect more developed study by the concretely built data in some

days.
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