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A Study on the Valuation of Real Estate Using the Applies
Real Option Model Considering Population Structure Changes

Hokck

Seung Hwan Gu** - Wang Ping** - *Seong Yong Jang

m Abstract m

This study presents a new real estate value analysis model considering the changes in the population structure.
We propose a new model that takes advantage of the binomial option model one of the techniques of real options
and considers the changes in the population structure. The real estate market price data of Seoul city from year 2001
to 2012 were extracted and the correlation analysis between real estate prices and changes in the population structure
was performed. The result shows that they have positive correlation with one year time lag. The coefficient between
the real estate prices and demographic changes was estimated using the OLS analysis and included in the traditional
binomial option model to calculate the value of the property. It is assumed for the future price prediction that real
estate invested in Seoul in January, 2013 will be sold within five years. Analysis result shows that the values of real
estate in September of 2013 were predicted as 583.5 million won in the new model and as 582.4 million won in the
traditional model. This reflects that the new model considering the change of population change gives better realistic
performance than the traditional one.

Keywords : Real Estate, Changes in the Population Structure, Real Option Model, Valuation
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