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Paper Summary

e Conducts empirical analysis of the impact of changes in economic
policy on housing markets (mortgage credit and house prices).

@ Focus on comparing “Expectations” channel versus “Credit” channel

» Expectations: Change in policy signals a shift in household views
about future price movements — more households want to buy (shift
in demand).

» Credit: Change in policy alters credit availability — more households
can buy (shift in credit supply).

@ Essentially the paper proposes to empirically test whether shifts in
house prices result from demand shocks (“Expectations”) or credit
supply shocks.
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Paper Summary
Novelty

o Difficulty: Changes in household expectations can arise due to credit
shocks.
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Paper Summary

Novelty

o Difficulty: Changes in household expectations can arise due to credit
shocks.

@ Solution: Use policy shift in South Korea as an experiment:
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» 1960s-1980s: Credit markets tightly regulated, limited credit for

housing/real estate (Mahler, 1990).
* Result: Development of Chonsei contract (Ambrose and Kim, 2003).

» 1990s: Housing finance

deregulated — commercial
banks take over mortgage
finance (Kim, 2004).

» 2000s: Significant expansion

in consumer credit —
increases in house prices
(Kim, 2004).

Source: Kim (2004)
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Paper Summary
Novelty

@ Major deregulation of mortgage market in July 2014.
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» Clear growth in credit supply following deregulation
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Paper Summary

Novelty
@ Result: Mortgage Originations @ Result: House Prices
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» Results based on splitting sample based on constraint exposure — share
of mortgages originated within 2% of LTV /PTI limits.
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Paper Summary
Novelty — Key Results

o Anticipatory Effects:

@ Chonsei Credit
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» Effects apparent in house prices and speculative transactions (Chonsei)
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Comments

@ Conceptual Framework
© Empirical Analysis

© Minor point: Causal inferences
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Comments

Conceptual Framework

The model is designed to highlight outcomes from “Expectations” and
“Credit” channels.

@ Assumption 1. the channels are independent.

» Are the channels really independent?
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Comments

Conceptual Framework
The model is designed to highlight outcomes from “Expectations” and

“Credit” channels.

@ Assumption 1. the channels are independent.

» Are the channels really independent?

1-year-ahead House Price Growth

—— LTV loosening
—&— LTV tightening

ot LTV loosening (baseline)
+esseeas LTV tightening (baseline)

@ Empirical evidence not clear:
> Kuang et al. (2026) (in Euro
Econ Rev) — impulse
response of future house price
expectations to credit shift

Deviation from Original Steady State (p.p.)
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Comments

Conceptual Framework

The model is designed to highlight outcomes from “Expectations” and
“Credit” channels.

@ Assumption 1: the channels are independent.

» Are the channels really independent?
@ Empirical evidence not clear:

» Cox and Ludvigson (2021) (in REE) note that “the changes in credit
standards and beliefs are sufficiently collinear that the regression
cannot distinguish their independent effects, as suggested by the
finding that no regressor (including the fundamentals) is individually
significant even though the adjusted R2 is roughly the same”
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Comments

Conceptual Framework

The model is designed to highlight outcomes from “Expectations” and
“Credit” channels.

@ Assumption 1. the channels are independent.

» Conceptual framework posits that households buy when
P < min{p; (G, W;, L), W;/(1L)}

» Note: reservation price (p*) depends on both G (expectations) and L
(credit).
» Thus, expectations and credit are not independent in model.
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Comments

Conceptual Framework

The model is designed to highlight outcomes from “Expectations” and
“Credit” channels.

@ Assumption 2: Housing supply is fixed
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Comments

Conceptual Framework

The model is designed to highlight outcomes from “Expectations” and
“Credit” channels.

@ Assumption 2: Housing supply is fixed

» Data shows a supply response (source: OECD)
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Comments

Empirical Analysis

@ Empirical strategy is a standard diff-in-diff specification:
Alog(yct) = PBExposure. x Posty + v Xc x Posty + e + apr + €ct

o Key variable: Exposure: = number of months a district was
designated a “Speculation Area” before 2012.

@ Problem: exclusion restriction is not clear.

» Speculation areas determined based on prior booms and associated
credit rules — function of prior appreciation, prior policy targeting,
likely investor composition, and persistent local market characteristics.
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Comments

Empirical Analysis

@ Empirical strategy is a standard diff-in-diff specification:
Alog(yct) = [Exposurec x Post; + X x Post; + ac + apr + €ct

o Key variable: Exposure. = number of months a district was
designated a “Speculation Area” before 2012.

@ Suggestion: redefine the treatment variable to measure how districts
respond to policy rather than how long they were regulated.

» Estimate each district's historical signal sensitivity using pre-2014
episodes only, then test if that pre-estimated sensitivity predicts the
post-2014 response.
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Minor Comment

Causal Inferences

@ Be careful about unsupported statements of causal connections.

o Example:

» The paper argues that “the rise in Chonsei-financed buy-to-let activity
is more naturally interpreted as expectations-driven housing speculation
rather than a response to changes in credit constraints or an expansion
in credit supply.” (pg 5)

» This is a rather strong conjecture, which is not supported by the
evidence presented in the paper.

* See Ambrose and Kim (2003) for an alternative explanation
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Minor Comment

@ The literature examining Korea's housing finance system has
expanded considerably in recent years.
@ Recent related papers include:

» Moon, B. "Embedded expectations: Contractual mechanisms as
predictive indicators in housing markets,” Journal of Real Estate
Finance and Economics (2026, Forthcoming).

» Kim, J. “Financial repression and housing investment: An analysis of
the Korean chonsei,” Journal of Housing Economics (2013).

» Moon, B. “Housing investment, default risk, and expectations:
Focusing on the chonsei market in Korea,” Regional Science and Urban
Economics (2018).
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Summary

@ Overall, a very nice paper!

o | like the idea of using differences in area exposure to the policy shock
and combining it with the Chonsei market — somewhat unique to
South Korea and provides a novel empirical setting for testing.

@ Major suggestions

» Either tighten up the theory or relabel as “intuition” with explicit
assumptions.
» Revise the exposure variable to make exclusion restriction stronger.

@ | recommend reading!
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Thank You
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