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Factor Analysis on the Changes of Apartment Prices in Korea :
A Dynamic Factor Analysis Approach
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ABSTRACT : This study analyzes factors affecting apartment prices in 21 districts. The factors influencing
apartment prices can be divided into the common factor, the regional factor, and the idiosyncratic local
factor by a time-varying dynamic factor model. Empirical analytics are as follows: first, the regional
factor shows the greatest proportion of change in the change rate of the individual apartment in a region.
Seoul has the greatest influence among regional factors. The portions of regional factor have decreased
in the change rate of the individual apartment. Second, the regionality of apartment prices shows that
influences of individual regional factor in the change rate of apartment price has been shrunk overall.
It means that the individual regionality of apartment prices has decreased. Third, the contributions of the
common factor or the regional factor were large in the analysis related to regional interaction of
apartment prices, meaning that the regional interaction of apartment prices in an individual region have
been expanded. These imply that the real estate policy should be effective for all over the country rather
than the specific region before 2016, but after that, the region-specific policy might be more effective.
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