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Abstract

Purpose: This study uses ‘Autoregressive Integrated Moving Average Model’ to predict the impact of a sharp drop in the base rate due to
COVID-19 at the present time when government policies for stabilizing house prices are in progress. The purpose of this study is to
predict implications for the direction of the government's house policy by predicting changes in house transaction prices and house rental
prices after a sharp cut in the base rate. Research design, data, and methodology: The ARIMA intervention model can build a model
without additional information with just one time series. Therefore, it is a time-series analysis method frequently used for short-term
prediction. After the subprime mortgage, which had shocked since the global financial crisis in April 2007, the bank's interest rate in 2020
is set at a time point close to zero at 0.75%. After that, the model was estimated using the interest rate fluctuations for the Bank of Korea

base interest rate, the house transaction price index, and the house rental price index as event variables. Results: In predicting the change

in house transaction price due to interest rate intervention, the house transaction price index due to the fall in interest rates was predicted
to change after 3 months. As a result, it was 102.47 in April 2020, 102.87 in May 2020, and 103.21 in June 2020. It was expected to rise
in the short term. In forecasting the change in house rental price due to interest rate intervention, the house rental price index due to the
drop in interest rate was predicted to change after 3 months. As a result, it was 97.76 in April 2020, 97.85 in May 2020, and 97.97 in June

2020. It was expected to rise in the short term. Conclusions: If low interest rates continue to stimulate the contracted economy caused by
COVID-19, it seems that there is ample room for house transaction and rental prices to rise amid low growth. Therefore, In order to
stabilize the house price due to the low interest rate situation, it is considered that additional measures are needed to suppress speculative

demand.
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Figure 1: Interest rate and Housing Transaction price index
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Figure 2: Interest rate and Housing Rental price index
Table 2: Correlation Analysis Results
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Table 6: Prediction of changes in the Housing Rental Price
index

April 2020 May 2020 June 2020

prediction 97.76 97.85 97.97

UCL 98.11 98.59 99.12

LCL 97.40 97.12 96.82

Note: Housing Rental Price Index
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