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Abstract: Jonsei is the most popular tenure type in Korea. One out of three
households resides in the housing unit with Jonsei tenure. Jonsei contract is just
private one made between landlords and tenants. Tenants give Jonsei deposit to
the landlord when they rent a house. Tenants do not pay monthly rent. Instead
they give up interest earnings from Jonsei deposit. And the deposit is returned to
the tenants when Jonsei contract expires.

The purpose of this study is environment changes in the housing rental
market and the policy reaction to the steady Increase in jonsei deposit. The study
focuses on the envionment factors of Jonsei market and identifies the steady
increase in Jonsei deposit as a signal of environment change in rental housing
market.

Jonsei has been the most efficient one not only for tenants but for landlords.
Tenants enjoy their housing with only a half of the unit price, without any
monthly payment, and with refund after expiration of the contract. On the other
hand, landlords enjoy lump-sum money without paying any interest and the
capital gain under continuing increase of house price. The preconditions of this
efficiency sustainable are that firstly speculative demand for housing with
financial aid from Jonsei deposit is very high and secondly, relatively cheap
institutional loans are hard to access.

The main results are found as following: The government need not to deeply
intervene to solve tenants’ financial difficulties directly. Tenants will get bank
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loans to make increment of Jonsei deposit or pay monthly rent for the Jonsei
increment. What the government has to do is to alleviate unstable housing of
the low income families and to support smoothing structural change of housing
rental market from the capital gain basis(Jonsei) to the cash flow basis(monthly

rent).
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