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A Study on the Relationship between Money Stock Volatility
and House Price Volatility
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I Abstract |

As a result of the recent rapid increase of housing prices in the Seoul area headed by Gangnam,
discussions about raising the base rate has been held among the government and political circles,
which pointed out the low interest rate as a major cause of the housing price surge. They, however,
fail to explain the problem of a disparity in periods between the low interest rates and the housing
price surge, and overlook the potential impacts of the base rate adjustment on macro-economy
in general as well as real estate market. Hence, this study postulates that the shock of unexpected
money stock volatility can affect the volatility of housing prices in Seoul, and estimate the dynamic
patterns of money stock volatility shock, using an SVAR model comprising the four variables of
money stock volatility, Seoul housing price volatility, interest rate, and all industry production. The
results of analysis showed that money stock volatility shock had significant effects on Seoul housing
price volatility. Therefore, it is deemed that based on the findings of this study, monetary authorities
and the government will have to keep monitoring unexpected monetary shock and communicate
with the market to seek ways to reduce socio-economic costs.
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