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The Time—Varying Effect of Interest Rates on Jeonse
Prices in Gyeonggi Province

Park Ki—duk* / Park Jin—baek™*

This study analyzed the time-varying impact of interest rate shocks on jeonse prices in Gyeonggi
Province using long-term time series data from 1993 to 2024, Applying a Time-Varying Parameter
Vector Autoregression (TVP-VAR) model, the results indicated that interest rate shocks had
minimal effects on jeonse prices before 2008, However, following the 2008 global financial crisis,
the jeonse market gradually became more sensitive to interest rates fluctuations, Since 2015,
jeonse prices have changed approximately five months after an interest rate shock, with this effect
persisting for 10 to 15 months, This is due to the expansion of jeonse loans, the introduction of
the Jeonse Deposit Return Guarantee system, and increased net migration from Seoul to Gyeonggi
Province, leading to a higher demand for jeonse, After 2022, the impact of interest rate shocks
weakened alongside a declin in housing prices, This was due to declining jeonse demand due to
higher interest rates, which reduced loan-based jeonse transactions and lowered jeonse prices,

This study provides the following policy implications to enhance the stability of the jeonse
market, First, policy efforts should be made to mitigate the sensitivity of jeonse prices to interest
rate fluctuations and to reduce the risk of deposit non-return, Second, policy interventions are
necessary to curtail the excessive financial reliance of the jeonse market, This includes reducing
the coverage limit of public guarantees for jeonse deposits and implementing a Debt Service Ratio
(DSR) regulation for jeonse borrowers to ensure lending is based on repayment capacity, Third,
long-term policy frameworks reflecting structural changes in the jeonse market and continuous
market monitoring are effential, These measures are expected to minimize volatility in jeonse

prices, reduce market risks, and contribute to a more stable housing rental market,
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