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An Analysis of Price Fluctuation Due to the Biennial Lease Contract
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< Abstract >

This study focuses on the effect of the biennial lease contract of a deposit-based house on the
price fluctuations. The minimum contract renewal period has been extended from 1 year to 2 years
in December 30th 1989. The usual way of calculating price fluctuations, i.e. YoY rate, does not fully
take care of seasonal effect due to the biennial lease contract. In this sense, using annual rate of
2 years ago(call AR2) rather than YoY rate is recommended. We also show that variation of YoY
based only on even-years is larger than odd-years, which may call a biennial effect. As a resullt,
the biennial effect is shown to exist, and AR2 is a more reliable measure of price fluctuations than
YoY measure.
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