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Do Out-of-state Buyers Pay More for Real Estate?
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< Abstract >

There is a belief that out-of-state buyers pay more for real estate than in-state buyers in Jeju
Island. We investigate whether the belief is true in condominium market, in which information on
transaction prices is diffused more quickly compared with other types of houses. And we explore
whether the premium is driven by anchoring-induced bias or by search cost if out-of-state buyers
pay more. For the study’s purpose, we adopt a SPAR model and a repeat sale price model as
alternative models instead of a conventional hedonic price model. The data of transaction prices
from July 2006 to March 2013 is used to estimate our models.

The analysis results reveal that the rate of premium paid by out-of-state buyers is about 4.2%
for condominium. And we find that out-of-state buyers from non-high-priced regions as well as
out-of-state buyers from high-priced regions pay more for condominium than in-state buyers, and
that out-of-state buyers from high-priced regions pay much more than out-of-state buyers from
non-high-priced regions. From the results we conclude that the premium paid by out-of-state buyers
in Jeju Island is driven by anchoring effect(anchoring-induced bias) as well as by search cost.

F A of : BRI, BMHIS, HEMIIZ, SPAR P
key word : Anchoring effect, Search cost, Real estate price, SPAR model
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(¥ 3) SPARTE =AZ3}

(Model SPAR 1)

Parameter
Variables ) t Value Pr ) Itl Remark
Estimate
D_OUT 0,041 12.76 {0001 SR HR= R
Adj R? 0.4268
{(Model SPAR 2)
Parameter
Variables i t Value Pry Itl Remark
Estimate
D_OUT_H 0,044 13.20 {.0001 7o) =L Ao AF3hR= 2R Yrld
D_OUT_L 0.023 2.46 0.0138 74A o] e A Qo) AF3h= <A Y
Adj R? 0.4872
(Model SPAR 2-1)
Parameter
Variables ) t Value Pry Itl Remark
Estimate
D_OUT 0,023 2.46 0.0138 A1 Tu|
D_OUT_H 0.021 2.17 0.0300 1A 0] o 2| AFsl= 2Rl yulEs
Adj R? 0.4872

S g AU FRAE BE el folE sl frelsht o IAe 1SsH ke
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o BFRE F A HE meSo) NGB 2 Aol ] el RAAHE ANGAL
2 walo] ¥EAA ng AFEs 24 AT s
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(% 4) ¥HEu] 23 =447
(Model RS 1)
Variables P;:ig:::r t Value Pry Itl Remark
A=HAR] and A =2A1R] then RS_OUT=1
RS_OUT 0.030 3.95 €.0001 | 4,=2A%) and A ~HAIR] then RS_OUT=-1
Hse RS_OUT=0
Adj R? 0.3578
(Model RS 2)
Variables P};itig:::r t Value Pr) Itl Remark
Ap =718 =2 A9 AF AR and
Ag=7F E& A9 AF AR then RS_OUT_H=1
RS_OUT_H 0.033 4.30 0001 | Ap=71 =& A9 AF A2 and
Ag= 7V =& AQ A5 A then RS_OUT_H=-1
else RS_OUT_H=0
A= 7¥8 vk A AF 2XR] and
Ag=7F w2 A A5 92 then RS_OUT_L~1
RS_OUT L 0.015 1.10 0.2734 | Ap=714 & A9 AFE Q0 and
Ag# 7¥4 S A AF A% then RS_OUT_L=-
Hse RS_OUT_L=0
Adj R? 0.3580

* AZH S FAXE o7)A AAEHA] Ehoy BE SAHE Fo3HS.
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n| &9 371—5— oF 3% = SPAREH H]3l] = oA EAH|-g witel] £x]le] LS A&
T WA A, 3= A8 ook WS nelFrk
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(% 5) dHE7EAR ] ANSE AleE 7Y SPARREY FAEHELTHHY AL

(Model 1)
Variables Parzfmeter t Value Pr ) Itl Remark
Estimate
D_OUT 0.019 4,61 €.0001 | 9AQ] Tw]S
Adj R? 0.4865
{(Model 2)
Variables Pafz?meter t Value Pr ) Itl Remark
Estimate
D_OUT_H 0.025 5.65 0001 |7FA0] =2 AHdl| AFsh= A tnHS
D_OUT_L -0.010 -0.86 0.3906 | 7FA0] B A Hel| AFsh= 9R|Q1 HuHS
Adj R? 0.4872
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(Model 1)
Variables Pargmeter t Value Pr ) Itl Remark
Estimate
D_OUT 0.045 13.17 €.0001 | <AQ] HuHg
Adj R? 0.4327
{(Model 2)
Variables Pargmeter t Value Pr ) Itl Remark
Estimate
D_OUT_H 0.048 13.33 (.0001 | 7Hg°] =& A Gl AFsh= 9fAQ] gris
D_OUT_L 0.032 3.12 0.0018 | 7FA0] ¥& AFel| AT YA HrHs
Adj R? 0.4327
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