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I Abstract |

This study explores the change in the affordability for homeownership of rental households for the
last decade in the low-interest period by analyzing aggregated indices and microdata on individual
households. The consequent excessive liquidity in the financial market depending on low interests
can have ambivalent effects on the affordability because the increase in housing prices can lower
the affordability and the expansion of housing finance can improve the possibility of the
affordability. As a result of comprehensive analysis on indices of income, repayment, and purchase
affordabilities in South Korea, repayment and purchase affordabilities stayed barely unchanged,
whereas income affordability deteriorated from 2012 to 2018. In contrast, the deterioration of
housing affordability resulting from housing price inflation has surpassed the improvement led by
the expansion of housing finance since 2020. This result suggests that low interest rates in South
Korea expanded debts and worsened housing affordability due to the rise in housing prices.
Moreover, the housing affordability of low-asset households was more severely deteriorated. Even
if a low-income with plenty of assets household can purchase a house, a low-asset household with
high incomes cannot. A shortage of income can make up for wealth but the opposite case cannot.
The result implies that wealth is a more significant factor than income in determining the
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affordability in South Korea and the two are asymmetric. In addition, Chonsei, which has
conventionally played the role of a ladder between monthly rent and homeownership in South
Korea, showed the importance of wealth. The 31.9% of Chonsei households hardly purchased their
house. The rise in Chonsei mortgage is likely to increase housing prices. ironically decrease
self-funds of tenants to purchase a house and deteriorate affordability for homeownership.
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