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A Spatial Statistical Method for Exploring Hotspots of House Price Volatility*
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Abstract : The purpose of this paper is to develop a method for exploring hotspot patterns of house price volatility
where there is a high fluctuation in price and homogeneity of direction of price volatility. These patterns are formed
when the majority of householders in an area show an adaptive tendency in their decision making. This paper suggests
a method that consists of two analytical parts. The first part uses spatial scan statistics to detect spatial clusters of houses
with a positive range of price volatility. The second part utilizes local Moran’s 1 to evaluate the homogeneity of
direction of price volatility within each cluster. The method is applied to the areas of Gangnam-Gu, Seocho-Gu, and
Songpa-Gu in Seoul from August to November of 2003; the Participatory Government of Korea designated these areas
and this period as the most speculative. The results of the analysis show that the area around Gaepo-Dong was as a
hotspot before the Government’s anti-speculative 10.29 policy in 2003; the house prices in the same area stabilized in
October, 2003 and the area was identified as a coldspot in December, 2003. This case study shows that the suggested
method enables exploration of hotspot of house price volatility at micro spatial scales which had not been detected by
visual analysis.
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B 2, X 7R i E4(XI=: Lee, 2001)

Local Local Getis-Ord’s Local

Moran’s I(i) Geary's C(@i) Statistics G(1) Lee’s S(i)
Spatial Clusters Effective Not Effective Effective Effective
Hot spots vs. Cold spots Neutra INot Effective Effective Neutral
Local homogeneity Not Effective Effective Not Effective Not Effective
Spatial outliers Effective Not Effective Not Effective Not Effective
Dependency on Reference Data Strong Strong Not Strong Not Strong
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