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Abstract

This paper investigates whether the long-run convergence of regional house prices in
Korea will exist over the period 2003m9-2010m2 or not. The pair-wise approach, of
Pesaran (2007) and Pesaran et al. (2009) is employed. The results show that there is
long-run convergence of regional house price in Korea, but the existence of
convergence of the different regional house prices depends on different factors,
including transport infrastructure, urbanization and population density. The transport
infrastructure such as subway does not cause whether the different regional house
prices will be convergent or not. As to the modernization of facilities, high-speed
railway could cause less convergence between different regional house prices. Second,
comparing with the regional house prices between different provinces, the regional
house prices between different metropolitan cities are more convergent. Besides, the
results do not support that more population cause more convergence of regional house
prices. Furthermore, the degree of economic development could affect the
convergence of regional house prices. Comparing with the regional house price in
Korea, United States and the United Kingdom, there is more convergence of regional
house prices.

Keywords: pair-wise approach, regional house prices, convergence, panel data.
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