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Abstract: Due to recent reforming and mitigating the regulation, appearance
of the scheme to increase dwelling house and rising REITs in the real estate
market of korea, there are some symptoms that business prosperity of real estate
is to boom. However, if there is large difference between the market price and
the real value of the real estate, one say that there is no rationality in the real
estate market and vice versa. The absence or insignificance of rationality in the
real estate market leads to reduction of economic welfare because it causes
buyers to consume less and speculation distorts incentives.

To enhance the rationality of real estate market in Korea, we should interest
in and embody the policy of choice such as price stability of real estate by
supply increase, supplementing and reforming the tax system to minimize the
transaction cost in the real estate market, and activating the indirect investment
market of real estate etc. Above the policy of choice being embodied, it would be
possible to remedy irrationality of the real estate market followed by economic
loss. In addition to it, we could experience popularization and advancement of real

estate market, development of capital market.
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