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A7 A R IR SR X
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T =222 23U HEX| ARA BEH HEX|
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a5 AEHH| FEWJIA H|E (Price to Income Ratio, PIR)
ZEH40! H|S(Price to Rent Ratio, PRR)
GDP CHH| EHFHHHE HIEQ Hatg A5 37t8 UH| FHFEUE 3718
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- At FH 2SO0 Cigt thE o

Xt2: UBS Chief Investment Office GWM(2021a, 28); UBS Chief Investment Office GWM(2022, 2)S HIEC
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™7 Undervalued) -15 ~ =05 ™7 Undervalued) -1.0 OJ2¢
ZHM|(Depressed) -1.5 02t - -

Xt2: UBS Chief Investment Office GWM(2021a, 28); UBS Chief Investment Office GWM(2022, 3)S HIEC
2 ARX AN
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2 Hoiz 719
o N _ _
2| SEHEEO) uncertainty, uncertain, uncertainties =AY, 2ot
[=Z]
= ZEH(H) housing, house prices, real estate THI R, BESM
7 i policy, regulation, regulatory, Bank of M AN, A, g2 U2
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— House Price Uncertainty
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At = WHAE|(Lancaster) TS, United Kingdom Housing Observato
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CREDIT MARKETS; Little Change in Treasury Prices

By KENMETH M. GILFIM

Lethargy continued to rule in the credit markets vesterday, as prices of Treasury securities were
little changed in light trading. But some market participants said certain investors were getting
edgv.

Despite yesterday's weak retail sales report for January and a big downward revision in
December's retailing figures, "some institutional accounts are concerned about the rise in the
stock market and are starting to reassess their view on the economy,"” said John P. Costas,
director of taxable fixed income at the First Boston Corporation.

Bond yields have fallen sharply over the last few months as evidence of the current recession has
mounted. The recent rise in stock prices, however, has caused some to wonder how long the
current economic downturn will last. A short, shallow recession followed by a return to
economic growth -- a development the stock market currently seems to anticipate -- could
possibly rekindle inflation fears and cause interest rates to rise. Uncertain Message

Mr. Costas said the uncertainty about the stock market's message had prompted some positions

in long-term bonds to be liguidated.

Xt&: Economic Policy Uncertainty. https://www.policyuncertainty.com/research.html (2022. 6. 1. Z3AH)
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SUMMARY P
4

Development and Utilization of Risk Index in the Korean Real Estate
Market

Kim Jeehye, Hwang Gwanseok, Lee Giljae, Choi Jin

Key words: Housing Market, Risk, Uncertainty,
Housing Policy, Overheating Risk, Unstructured Data

This study aims to develop indices for the real estate market risks, which
reflect domestic conditions and various policy factors and provide international
comparisons. The core and supplementary indices designed in this study are
collectively referred to as the real estate market risk indices. The development
of the core index was set to measure market risk using general quantitative
statistical data and to provide international comparability. The supplementary
index focused on the domestic housing market by quantifying and measuring
qualitative and psychological issues, such as policy.

First, the core index is the ‘K-UBS Index (tentatively named the Housing
Market Risk Index)’ developed with the UBS Real Estate Bubble Index
methodology. Consisting of K-UBSg and K-UBS;, the index measures whether
the market value of housing indicates the risk of over- or under-shooting beyond
a certain level within the historical range. The K-UBS; index provides

international comparisons of housing market risks in major cities worldwide.
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Regarding the calculation of the K-UBS index, the K-UBS; index applies five
sub-variables, while the K-UBS;, index uses six. In addition, risks are divided
into five levels for both K-UBSg and K-UBS}, indices: overheating risk (exceeding
1.5), overvaluation (0.5 to 1.5), appropriate level (-0.5 to 0.5), undervaluation
(-1.5 to -0.5), and recession (below -1.5). In particular, an index over 1.5 can
be interpreted as a risk of overheating in the market.

Second, the supplementary index is the ‘K-HPU Index (tentatively named the
Housing Market Uncertainty Index)’ developed with the methodology of the
Housing Price Uncertainty (HPU) Index. It uses unstructured data to measure
uncertainty in the housing market related to qualitative factors, such as policy
and psychology. Keywords for calculating the K-HPU index were as follows:
seven housing groups (H), six anxiety groups of the uncertainty group (U), five
crisis groups, and 70 policy groups (P), based on the current HPU index and
the standards of previous studies.

The domestic real estate market analysis indicates that the K-UBS and K-HPU
indices developed in the study adequately reflect the overall market conditions.
First, the K-UBS index analysis suggests that the apartment segment was in the
stage of overheating risk in 1Q20 - 4Q21 for Seoul and Daejeon, in 1Q21 - 3Q21
for Gyeonggi, and 1Q21 - 4Q21 for Busan. In addition, overall housing was
generally similar to the trend of the apartment market in each region.

Meanwhile, the K-UBS index showed statistically significant correlations with
the existing Real Estate Market Early Warning System (EWS) index. The
correlation coefficient was 0.9 or higher, indicating a decent reflection of the
housing market conditions. Next, as a result of the K-HPU index analysis, both
the K-HPU; index that applied the crisis group and the K-HPU, index that
applied the anxiety group exhibited similar overall trends. Also, the uncertainty

index increased in the section where housing price volatility expanded. In
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addition, in a depressed market, such as during the global financial crisis, the
K-HPU¢ index to which the crisis group was applied was higher than the
K-HPU, index to which the anxiety group was applied. Furthermore, as a result
of analyzing the cross-correlation between the K-HPU index and the rate of
change of the KB housing and apartment price index, the K-HPU, index was
in line with the price index, whereas the K-HPU¢ index advanced it by 1 or 2
times. Therefore, given that the supplementary index serves as a leading
indicator of the housing price change, the K-HPU. index reflecting the keywords
of the crisis group can be regarded as more appropriate in terms of usability.

As primary directions to utilize the newly developed real estate market risk
indices based on the above research results, this study proposes measures to use
them to identify risk transfer and causes between countries, plans to use them
to capture risk warnings in the domestic housing market, and risk index
systematization plans to monitor housing market risks regularly.

The plan to identify risk transfer and cause between countries is to utilize the
K-UBSg index among the core indices. It presents the method of tracking risk
transfer in the housing market and identifies the cause of risk. First, using the
K-UBS; index is a method to track the risk transfer phenomenon to explore the
presence of a market risk transfer and the transfer path. Based on this, if the
risk index in a specific area rises, preemptive measures must be taken to
prevent the impact of the real estate market from spreading to other regions.
Second, the cause of risk in the housing market can be identified by analyzing
the contribution of sub-variables in the K-UBSg index. In other words, it is
possible to derive policy alternatives tailored to the region by identifying the
cause of the change in the risk index by region and the difference in the impact
by sector.

The plan to capture risk warnings in the domestic housing market relates to
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the K-UBS,. index among the core indices and the K-HPU index as a
supplementary index. This proposed a method for capturing housing market risk
warnings and bolstering the institutional foundation. First, to capture housing
market risk warnings, the study presents measures to detect the risk of a hard
landing in the housing market, to catch early signs of reverse jeonse risk, and
to improve the prospect of housing market volatility. A method for detecting the
risk of a hard landing in the housing market combines the K-UBS, and the
K-HPU indices. For example, if the K-UBS;, index maintains the overheating risk
stage for a specific period (more than five quarters), including the period when
the CMAX value of the K-HPU index reaches 0.97 or higher, it is determined
that there will be the risk of a hard landing. Also, the early risk warning capture
method of reverse jeonse can be defined as the case where the total number of
houses or apartments in the K-UBS;, index exceeds a certain level (2). Since the
actual K-UBS,, index can be calculated in units of cities and provinces, as well
as for each apartment and housing complex, it is possible to detect areas at risk
of reverse jeonse and housing types in advance. As such, this can be used for
tenant protection policies. The last is to refine the housing price forecasting
model using the K-HPU index. If the K-HPU index, which quantifies qualitative
factors that affect the housing market, such as policy or psychology, is applied
to the housing market outlook, housing prices can be predicted more quickly
and accurately.

Meanwhile, this study suggests three measures to strengthen the institutional
foundation. First, it is necessary to utilize the K-UBS,, index to supplement the
situation where there is a limitation for the current release of the regulatory
area, as there are no specific quantitative requirements. A detailed quantitative
standard can be defined as a region where the K-UBS;, index continues declining

and has dropped from the 5th to the 4th stage. It is necessary to revise the
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Housing Act to lift the controlled areas and the overheated speculation districts,
as well as the Income Tax Act to remove the speculation zone. Moreover, it is
required to revise the operating regulations of the Real Estate Price Stabilization
Review Committee for speculation areas so that the K-UBS,, index can be used
as reference material at working-level meetings.

The second is to use the K-UBS;, index as a basis when reviewing the crisis
stage of the Real Estate Market Early Warning System (EWS). Examining the
crisis stage of the Real Estate Market EWS uses macroeconomic factors (GDP,
private consumption, construction investment, etc.) and EWS model calculation
results as quantitative indicators. However, since most indicators focus on the
percentage of change, it is necessary to utilize the K-UBS, index as a
supplement to review the level of housing prices comprehensively.

The third is to use the K-UBS,, index as a reference when adjusting housing
finance policies (LTV and DSR). Mortgage loan regulations, such as
loan-to-value (LTV), debt-to-income (DTI), and debt service ratio (DSR), are
being implemented through administrative guidance, not by legislation.
However, this causes problems, as there is no standard when adjusting relevant
regulations, which results in arbitrary adjustments according to economic
fluctuations in the housing market. Therefore, it is necessary to utilize the
K-UBS,, index to improve the predictability of the use of mortgage loans and
prepare long-term applicable standards for the system’s stable operation.

As a risk index systematization plan to regularly monitor housing market
risks, this study proposes a measure to announce the K-UBS; index by
establishing and systematizing the integrated monitoring system for housing
market risks. Installing the integrated monitoring system for housing market
risks is to systematize the entire process of collecting, analyzing, and sharing all

data related to both the core and supplementary indices. This can be largely
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divided into stages of data collection and saving, index calculation and data
analysis, and visualization and information sharing. In other words, it collects
and analyzes not only the structured data applied to the calculation of the core
index but also the big data required for calculating the supplementary index,
effectively delivers the analysis through visualization, and shares it with related
ministries and local governments. At this time, the real-time information
feedback function with related ministries should be granted. Also, efficient and
organic information sharing between affiliated agencies and maintenance/
improvement of the monitoring system should continue.

In addition, in the case of the K-UBSg index, it is desirable for UBS, which
calculates and discloses the UBS Global Real Estate Bubble Index, and the
Korea Research Institute for Human Settlements (Real Estate Market Research
Center) to enter into a partnership and share relevant information between
institutions. Furthermore, securing public trust in the developed indices is
essential by systematizing the index calculation results and relevant data and

announcing them on each institution’s website.
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