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I Abstract |

This paper studies the relationship between household savings and housing investment using the
time-series data of Korea. The time-series methodology of cointegration and Granger causality
test are used to study the causal relationship between the two variables. As the unit root test
results show that the variables are first-order integrated, a cointegration test is performed to analyze
the relationship between household savings and housing investment. Cointegration test result
shows that there is a significant and positive long-run relationship between the two variables.
Based on these results, an error correction model is setup to test causality. The Granger causality
test based on an error correction model finds that there is a unidirectional causality running from
household savings to housing investment in the long-run. Empirical result of this paper suggests
that a decrease in household savings due to aging population could lead to a decrease in housing
investment demand by households.
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