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Determinants of Ratio of Chonsei to Monthly Rent with Variable Deposit Contracts:
A Structural Equations Approach

O
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< Abstract >

Contrary to previous studies, this study examines the determinants of distribution of rental housing
contract types by taking account of interrelationships among the influential variables. Based on
theoretical discussions on the casual relationships of the variables, structural equations were estimated
using the monthly data from 2011 to 2018. Distribution of rental housing contract types was measured
as the ratio of Chonsei contracts to monthly rent with variable deposit contracts.

Empirical results showed that Chonsei deposit to housing price ratio, deposit-to-rent conversion rate,
and expected housing price appreciation rate directly affected the ratio of Chonsei contracts to monthly
rent with variable deposit rental contracts in the same directions as our theoretical model predicts.
However, it was found that expected housing price appreciation rate and the deposit-to-rent conversion
rate indirectly affected the ratio of the two rental contracts because Chonsei deposit to housing price
ratio was also influenced by these variables. These indirect effects suggest that a single equation
approach may underestimate the effects of these variables on the ratio of the two rental contracts.

Market interest rate, channeling the ratio of the two rental contracts through deposit-to-rent
conversion rate, had a minor effect. This result implies that distribution of rental housing contract types
is more sensitive to housing market conditions than to financial market conditions.

Keyword : Ratio of Chonsei to Monthly Rent with Variable Deposit Contracts, Chonsei Deposit to Housing Price
Ratio, Deposit-to-rent Conversion Rate, Expected Housing Price Appreciation Rate, Structural

Equations
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