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An Empirical Analysis on Housing Wealth and Household Consumption of
Home-owning Pre-retirees and Older Adults
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Abstract

This research intends to find out the impact of housing wealth of home-owning pre-retirees and older adults consisting
of young-old, middle-old and old-old groups on their household consumption. In doing so, this research analyzes 2,350
home-owning households by utilizing the 17th Korean Labour and Income Panel Study (KLIPS). The results show that
housing wealth has a statistically significant effect on non-durable consumption of the pre-retirees, and young-old and
middle-old groups of older adults, and housing wealth has a much stronger effect on household expenditure than does
financial wealth or real estate. It’s found that the consumption elasticity is particularly greater for female-headed
households living in SMA, residing in apartments, holding a lower debt-to-asset ratio and being a pensioner. The
empirical findings imply that the old-old group of older adults is unlikely to actively tap into their housing windfalls
since housing asset becomes the last to dispose in the course of an individual’s life. As housing wealth effects are
especially strong when liquidity constraints faced by older adults are removed, it’s of significance to substantially reduce
household debt before retirement in order to constantly maintain an adequate level of household consumption or to
promptly prepare for future contingencies.
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Table 1. General Characteristics of Pre-retirees and Older Adults

Older Adults
Category Pre-retirees -
Total Young-old Middle-old Old-old
Male 757(84.1%) 958(66.1%) 609(74.1%) 307(58.7%) 42(40.0%)
hg‘j::}f;;’; Female 143(15.9%) 492(33.9%) 213(25.9%) 216(41.3%) 63(60.0%)
Total 900(100%) 1,450(100%) 822(100%) 523(100%) 105(100%)
Mean 59.33 73.91 69.23 78.53 87.61
(years old) Minimum 55 65 65 75 85
Maximum 64 95 74 84 95
High school graduate
o Lo 709(78.8%) 1284(88.6%) 723(88.0%) 465(88.9%) 96(91.4%)
Educational
attainment of College graduate & o o o o o
houssolder higher 191(21.2%) 166(11.4%) 99(12.0%) 58(11.1%) 9(8.6%)
Total 900(100%) 1,450(100%) 822(100%) 523(100%) 105(100%)
Mean 2.89 2.08 2.19 1.95 1.85
Household size SE. 0.038 0.027 0.034 0.047 0.107
(persons) Minimum 1 1 1 1 1
Maximum 10 8 8 6 6
Seoul Metropolitan
Arca (SMA) 381(42.3%) 505(34.8%) 309(37.6%) 162(31.0%) 34(32.4%)
Living area Non-SMA 519(57.7%) 945(65.2%) 513(62.4%) 361(69.0%) 71(67.6%)
Total 900(100%) 1450(100%) 822(100%) 523(100%) 105(100%)
. Apartment (APT) 423(47.0%) 435(30.0%) 268(32.6%) 138(26.4%) 29(27.6%)
C“”e't‘;;‘:“smg non-APT 477(53.0%) 1015(70.0%) 554(67.4%) 385(73.6%) 76(72.4%)
Total 900(100%) 900(100%) 822(100%) 523(100%) 105(100%)
_ Pensioner 264(29.3%) 27(1.9%) 19(2.3%) 6(1.1%) 2(1.9%)
Pension Non-pensioner 636(70.7%) 1,423(98.1%) 803(97.7%) 517(98.9%) 103(98.1%)
entitlement
Total 900(100%) 1,450(100%) 822(100%) 523(100%) 105(100%)
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Table 2. Financial Portfolio of Pre-retirees and Older Adults (ten thousand KRW)
. Older Adults
Category Pre-retirees -
Total Young-old Middle-old Old-old
Mean 1,659 922.49 1,065 765.71 582.09
Total household S.E. 34.235 18.731 24.677 30.386 54318
consumption Minimum 96 0 108 36 0
Maximum 16,812 8,148 8,148 7,080 2,892
Mean 5,450 2,517 3,071 1,877 1,371
Annual household S.E. 163.359 80.763 124.838 92.885 144.095
income Minimum 0 0 0 0 30
Maximum 74,000 51,910 51,910 25,440 7,440
Mean 197.56 226.29 253.39 214.86 71.12
. S.E. 28.280 27.191 38.978 43.235 36.579
Annual rental income —
Minimum 0 0 0 0 0
Maximum 9,600 24,000 24,000 15,300 3,600
Mean 35,644 31,210 35,662 26,309 20,767
S.E. 1,239.678 1,127.111 1730.319 1,392.518 2,687.933
Total asset —
Minimum 1,350 300 1,000 500 300
Maximum 360,000 603,000 603,000 272,000 177,000
Mean 3,735 2,967 3,880 1,918 1,046
S.E. 240.612 304.522 518.554 198.786 292.261
Financial wealth
Minimum 0 0 0 0 0
Maximum 102,000 300,000 300,000 50,000 20,500
Mean 22,517 18,943 20,474 17,098 16,149
. S.E. 710.331 653.744 978..503 855.211 2,087.610
Housing wealth —
Minimum 900 300 1,000 500 300
Maximum 200,000 600,000 600,000 170,009 100,000
Mean 9,392 9,298 11,307 7,291 3,571
S.E. 808.028 645.835 979.874 863.285 1,212.594
Real estate property —
Minimum 0 0 0 0 0
Maximum 250,000 200,000 200,000 150,000 80,000
Mean 1,022 702.64 919.83 235.60 1,328
. . S.E. 168.869 166.759 230.672 245.087 736.595
Capital gains —
Minimum -16,000 -100,000 -60,000 -100,000 -6,000
Maximum 60,000 80,000 80,000 38,000 60,000
Mean 5,631 2,491 3,433 1,360 753.33
S.E. 564.012 222.375 367.499 190.897 316.040
Household debt —
Minimum 0 0 0 0 0
Maximum 300,000 140,000 140,000 50,000 22,000
Less than 25% 714(79.3%) 1321(91.1%) 723(88.0%) 496(94.8%) 102(97.1%)
Debt to asset ratio 25% & more 186(20.7%) 129(8.9%) 99(12.0%) 27(5.2%) 3(2.9%)
Total 900(100%) 1450(100%) 822(100%) 523(100%) 105(100%)
AA Ha 2ok 2.0 B B3tk 7 A " 25 A, 7Y 9] B = edr]e] F71eA F71=
AYZo] FoldFE pasle] HISH Y A5 v WA ANl FFo= RasTh ol FUAe 2§
7] A w260 Bk o) o BTk Z, TFslel  ARlolut T8 o] REak Ak wrk ghae] ehwely
e A% PaEe AMY UE ug o Ao ol o 18sh ARERE SRR AR H1E$74-77.8%)
Ao YUase 2-37) wdr] AN ML o 2 BRI AR F7] =N A1 Fhed,
FATE 3, T AL, S8R, FE 9] Fea Ak ol Aol miAEt A7 Tt B FEAk ARk
27 wdsle M AP olRT F - F7] mdR &5 AROR ARoSo] AMH weth PAde s} A
2 ouleE] 5% olstz setsiark 53 & AYEE FRse) Rl b 2 duless)E by
wdz)e) 7 BAR HlEWA WirE elE TR We F7] wdsluct 75 ol usieh
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Table 3. Effect of Housing Wealth of Pre-retirees and Older
Adults on Non-durable Consumption

Older Adults
Category Pre-retirees Total Y_(z:gg 1\/[-1(:1131@ Old-old
(In)Total ~ 0.255 0.234 0.218 0.235 0.340
income  (9.280)** (11.778)*** (9.822)*** (7.229)*** (2.161)**
(In)Financia  0.013 0.018 0.023 0.010 -0.037
Iwealth (2.239)%* (3.705)*** (4.140)*** (1.382)  (0.810)
(In)Housing  0.092 0.131 0.095 0.166 0.161
wealth  (3.748)*+* (6.663)*** (3.942)*** (5495)*** (1.238)
(In)Real  0.004 0.006 0.010 0.001 0.015
estate
property  (1:039)  (1.685)*  2.53D)**  (0.185)  (0.315)
Household ~ 0.300 0.463 0.453 0.448 1.519
size  (6.013)%** (7.680)%** (6.341)*** (5.025)F%* (2.553)%*
Household  -0.025 -0.038 -0.044 -0.027 -0.196
size’  (3.768)k%* (3.920)*+* (3.844)%** (1.965)*  (1.860)*
Educational ~ 0.232 0.300 0.297 0.277 0.287
attainment (4 879)*** (5315)%** (4.725)%** (3.067)***  (0.496)
Age of 0.285 -0.046 0.275 0.696 3.971
householder (1.011)  (0.827)  (0.716)  (1.100)  (0.849)
Ageof  -0.002 0.000 0.002 0.004 -0.023
householder®  (1.042)  (0.446)  (0.623)  (1.068)  (0.882)
-4.711 5219 14.048 30.535  -168.254
(Constant)
0.565)  (2.430)**  (1.054)  (1.220)  (0.814)
R’ 0.556 0.635 0.617 0.648 0.360
N 455 722 405 269 48

Note. 1) *p<0.1, **p<0.05, *** p<0.01; 2) t-value in parenthesis
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Table 4. Effect of Housing Wealth of Pre-retirees and Older Adults on Non-durable Consumption by Householder Gender
. Older Adults
Pre-retirees -
Category Total Young-old Middle-old Old-old
Male Female Male Female Male Female Male Female Male Female
. 0.243 0.277 0.218 0.274 0.227 0.174 0.196 0.350 0.086 0.446
(In)Total income
(8.536)***  (2.785)%** (10.202)*** (6.395)*** (8.703)*** (4.122)*** (4.893)*** (5.578)***  (1.106) (1.625)
(In)Financial 0.012 0.025 0.016 0.022 0.019 0.041 0.010 0.012 0.008 -0.073
wealth (1.992)%* (1.628)  (2.929)***  (2.187)**  (3.040)*** (3.474)***  (1.020) (1.084) (0.357) (1.143)
(In)Housing 0.100 -0.054 0.105 0.172 0.065 0.169 0.135 0.189 0.210 0.226
wealth (3914)***  (0.694)  (4.636)*** (4.653)*** (2.266)** (3.805)*** (3.358)*** (3.934)***  (1.875) (1.422)
(In)Real estate 0.006 -0.033 0.005 0.011 0.009 0.001 -0.002 0.015 -0.038 0.042
property (1.536) (2.466)** (1.262) (1.142) (1.953)* (0.069) (0.217) (1.428) (1.374) (0.677)
. 0.225 0.391 0.244 0.601 0.263 0.500 0.326 0.476 n.a. 2.166
Household size
(1.959)*  (2.976)*** (2.713)*** (4.789)*** (2.462)** (3.703)***  (1.979)*  (3.038)*** n.a. (2.311)**
., -0.020 -0.027 -0.010 -0.056 -0.024 -0.032 -0.007 -0.042 n.a. -0.305
Household size”
(1.188) (2.208)** (0.802)  (2.625)***  (1.519) (1.382) (0.302) (1.686)* na. (1.959)*
Educational 0.221 0.485 0.296 0.385 0.262 0.579 0.310 0.128 0.753 na.
attainment (4.608)***  (2.561)**  (5.510)***  (1.808)*  (4.039)*** (2.869)*** (3.007)***  (0.437)  (4.539)*** na.
Age of 0.131 0.710 -0.157 0.085 -0.199 -0.384 -0.740 -1.166 na. 3.760
householder (0.439) (0.866) (2.089)** (0.829) (0.458) (0.472) (0.824) (1.289) na. (0.670)
Age of -0.001 -0.006 0.001 -0.001 0.001 0.003 0.004 0.007 1.922E-5 -0.023
householder” (0.461) (0.903) (1.766)* (1.025) (0.364) (0.429) (0.791) (1.278) (0.115) (0.722)
(Constant) 0.044 -15.801 10.161 -0.693 12.187 17.219 33.424 47.562 3.402 -155.282
onstan
(0.005) (0.652)  (3.609)***  (0.172) (0.809) (0.608) (0.939) (1.335) (2.051)* (0.624)
Rzadj_ 0.460 0.650 0.555 0.608 0.493 0.694 0.523 0.720 0.818 0.390
N 394 61 473 249 300 105 160 109 13 35
Note. 1) *p<0.1, **p<0.05, ***p<0.01; 2) t-value in parenthesis
Table 5. Effect of Housing Wealth of Pre-retirees and Older Adults on Non-durable Consumption by Living Area
. Older Adults
Pre-retirees -
Category Total Young-old Middle-old Old-old
SMA non-SMA SMA non-SMA SMA non-SMA SMA non-SMA SMA non-SMA
. 0.217 0.319 0.140 0.393 0.147 0.450 0.090 0.401 0.504 0.156
(In)Total income
(5.589)***  (8.053)*** (6.419)*** (11.320)*** (5.832)*** (10.417)*** (2.292)** (8.430)*** (3.373)** (0.655)
(In)Financial 0.005 0.025 0.027 0.013 0.034 0.013 0.023 0.009 -0.041 -0.017
wealth (0.551)  (3.432)%** (3.806)*** (2.085)** (3.969)***  (1.899)* (1.927)* (0.944) (1.237) (0.216)
(In)Housing 0.110 0.053 0.114 0.085 0.076 0.079 0.150 0.100 0.202 0.031
wealth (2.427)%* (1.601)  (3.132)*** (2.918)***  (1.729)*  (2.421)**  (2.384)**  (2.278)** (0.880) (0.131)
(In)Real estate 0.013 -0.004 0.017 0.003 0.019 0.005 0.004 -0.002 0.029 -0.003
property (2.026)** (0.852)  (2.804)***  (0.540)  (2.631)***  (1.067) (0.387) (0.304) (0.427) (0.035)
. 0.224 0.303 0.386 0.407 0.533 0.246 0.160 0.439 0.722 1.531
Household size
(2.951)%*%  (4.023)***  (4.256)*** (5.195)*** (4.572)*** (2751)***  (1.129)  (3.939)***  (1.241) (1.743)*
., -0.019 -0.023 -0.023 -0.035 -0.056 -0.020 0.027 -0.035 -0.095 -0.146
Household size
(2.077)%*  (2.063)** (1.544)  (2.970)*** (2.853)***  (1.471) (1.196) (2.084)** (0.963) (0.881)
Educational 0.222 0.226 0.239 0.319 0.171 0.321 0.359 0.262 0.568 -0.181
attainment (2.997)***  (3.707)***  (3.154)*** (4.190)***  (1.932)*  (3.946)***  (2.570)**  (2.309)** (1.434) (0.143)
Age of 0.191 0.370 -0.305 0.126 -0.914 0.571 -1.661 -0.038 na. na.
householder (0.396) (1.109)  (3.728)***  (1.751)* (1.574) (1.193) (1.752)* (0.047) na. n.a.
Age of -0.002 -0.003 0.002 -0.001 0.006 -0.004 0.010 7.455E-5 0.000 -0.001
householder” (0.407) (1.144) (3.535) (2.016)** (1.460) (1.210) (1.742)* (0.015) (1.127) (2.166)**
(Constant) -1.660 -7.435 15.666 -1.980 37.725 -17.528 69.723 4.273 3.204 12.233
onstan
(0.117) (0.751)  (5.011)***  (0.716) (1.875)* (1.055) (1.862)* (0.136) (1.293) (2.584)**
Rzadj_ 0.462 0.631 0.632 0.658 0.659 0.659 0.613 0.681 0.714 0.204
N 195 260 253 469 146 259 91 178 16 32

Note: 1) *p<0.1, **p<0.05, ***p<0.01; 2) t-value in parenthesis
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Table 6. Effect of Housing Wealth of Pre-retirees and Older Adults on Non-durable Consumption by Current Housing Structure Type

. Older Adults
Pre-retirees .
Category Total Young-old Middle-old Old-old
Apt non-Apt Apt non-Apt Apt non-Apt Apt non-Apt Apt non-Apt
. 0.208 0.320 0.149 0.330 0.176 0.269 0.116 0.362 -0.284 0.602
(In)Total income
(6.213)***  (6.910)***  (4.522)*** (13.175)*** (5.921)*** (8.197)*** (2.371)** (8.030)*** (0.630)  (7.857)***
(In)Financial 0.014 0.010 0.023 0.013 0.035 0.012 -0.011 0.019 0.058 -0.011
wealth (1.828)* (1.268) (2.129)**  (2.569)**  (3.567)***  (1.732)* (0.669) (2.274)** (0.470) (0.501)
(In)Housing 0.125 0.063 0.225 0.091 0.192 0.051 0.157 0.120 0.634 0.099
wealth (2.891)***  (2.040)**  (4.007)*** (4.660)*** (3.687)***  (1.863)* (L751)*  (3.669)*** (1.232) (1.600)
(In)Real estate 0.013 -0.006 0.020 0.002 0.017 0.009 0.039 -0.008 0.047 0.008
property (2.461)** (1.034) (2.232)** (0.594) (2.269)** (1.855)* (2.487)** (1.196) (0.187) (0.394)
) 0.312 0.240 0.493 0.409 0.532 0.466 0.414 0.406 1.888 0.327
Household size
(4.943)*%** (2.777)***  (3.620)*** (6.567)*** (3.297)*** (5.513)*** (2.305)** (3.996)*** (0.454) (1.230)
., -0.026 -0.018 -0.042 -0.034 -0.075 -0.044 -0.018 -0.027 -0.126 -0.045
Household size
(3.292)***  (1.468) (1.843)%  (3.514)*¥**  (2.458)**  (3.457)***  (0.653) (1.752)* (0.107) (1.017)
Educational 0.242 0.135 0.265 0.250 0.134 0.325 0.489 0.223 0.930 0.475
attainment (4.202)**%*  (1.555)  (2.836)*** (3.412)*** (1.611)  (3.166)*** (3.168)***  (1.986)** (0.738) (1.377)
Age of 0.188 0.261 0.142 -0.117 -0.213 -0.071 -1.125 -0.457 n.a. -2.212
householder (0.474) (0.644) (1.312) (1.895)* (0.330) (0.148) (0.873) (0.656) n.a. (1.158)
Age of -0.002 -0.002 -0.001 0.001 0.001 0.000 0.007 0.003 -0.001 -0.013
householder” (0.462) (0.692) (1.617) (1.658)* (0.259) (0.082) (0.850) (0.630) (0.915) (1.160)
(Constant) -2.143 -3.815 -1.790 7.402 11.622 6.836 48.693 20.652 5.184 -96.829
onstan
(0.183) (0.319) (0.425)  (3.138)*** (0.521) (0.413) (0.958) (0.749) (0.632) (1.145)
Rzadj. 0.544 0.544 0.544 0.700 0.595 0.624 0.561 0.696 0.227 0.850
N 227 228 232 490 143 262 72 197 17 31

Note. 1) *p<0.1, **p<0.05, ***p<0.01; 2) t-value in parenthesis
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Table 7. Effect of Housing Wealth of Pre-retirees and Older Adults on Non-durable Consumption by Debt-fo-Asset Ratio
. Older Adults
Pre-retirees -
Category Total Young-old Middle-old Old-old
Less than 25% 25% & more Less than 25% 25% & more Less than 25% 25% & more Less than 25% 25% & more Less than 25%
. 0.381 0.093 0.223 0.491 0.210 0.332 0.215 1.268 0.330
(In)Total income
(10.629)**%*  (2.269)**  (10.866)***  (5.872)***  (9.059)***  (3.977)***  (6.609)*** (4.647)** (2.065)**
(In)Financial 0.004 0.029 0.020 -0.003 0.027 -0.006 0.010 0.002 -0.040
wealth (0.651) (2.369)** (3.875)%** (0.210) (4.496)*** (0.432) (1.309) (0.043) (0.857)
(In)Housing 0.080 0.114 0.139 -0.087 0.106 -0.014 0.179 0.291 0.141
wealth (2.976)*** (1.893)* (6.724)*** (1.308) (4.106)*** (0.235) (5.865)%*** (0.747) (1.066)
(In)Real estate 0.006 -0.011 0.006 0.003 0.009 0.020 0.002 0.040 0.020
property (1.425) (1.316) (1.447) (0.237) (2.043)** (1.631) (0.270) (0.692) (0.415)
. 0.221 0.365 0.485 0.274 0.499 0.314 0.453 -0.492 1.780
Household size
(4.099)%*%  (2.849)***  (7.468)*** (1.805)* (6.204)*** (2.069)** (5.019)*** (0.397) (2.728)**
L, -0.019 -0.024 -0.042 -0.021 -0.053 -0.026 -0.028 0.073 -0.262
Household size”
(2.729)%** (1.430) (4.034)%*%* (1.013) (4.042)%*%* (1.313) (1.957)* (0.450) (2.117)**
Educational 0.206 0.335 0.318 -0.009 0.311 -0.037 0.293 -0.119 0.266
attainment (3.915)%*%  (3.460)***  (5.387)%** (0.053) (4.650)%*** (0.229) (3.237)%** (0.213) (0.455)
Age of 0.355 -0.787 -0.024 -0.306 -0.445 0.519 -0.714 n.a. 4.933
householder (1.191) (1.022) (0.407) (2.071)y** (1.074) 0.511) (1.117) na. (1.028)
Age of -0.003 0.007 1.614E-5 0.002 0.003 -0.004 0.004 -0.001 -0.029
householder® (1.218) (1.014) (0.041) (2.012)* (0.996) (0.579) (1.088) (1.240) (1.064)
(Constant) -7.547 27.779 4.374 15.225 19.704 -11.763 31.229 -1.092 -209.957
onstan
(0.854) (1.230) (1.921)* (2.572)** (1.372) (0.332) (1.234) (0.352) (0.990)
Rzadj_ 0.592 0.520 0.634 0.675 0.616 0.752 0.649 0.739 0.319
N 366 89 664 58 361 44 257 12 46
Note: 1) *p<0.1, **p<0.05, ***p<0.01; 2) t-value in parenthesis; 3) incalculable for 25% & more of old-old group
Table 8. Effect of Housing Wealth of Pre-retirees and Older Adults on Non-durable Consumption by Pension Entitlement
. Older Adults
Pre-retirees -
Category Total Young-old Middle-old Old-old
Pensioner non-pensioner Pensioner non-ensioner Pensioner non-pensioner non-pensioner non-pensioner
. 0.462 0.213 0.725 0.232 0.747 0.214 0.237 0.340
(In)Total income
(8.043)%** (6.621)%** (2.597)** (11.567)*** (2.568)** (9.599)%** (7.219)%** (2.161)**
(In)Financial -0.004 0.017 -0.054 0.019 -0.052 0.025 0.011 -0.037
wealth (0.490) (2.453)** (1.440) (3.771)*** (1.270) (4.316)%** (1.399) (0.810)
(In)Housing 0.064 0.101 0.018 0.137 0.024 0.105 0.168 0.161
wealth (1.617) (3.318)*** (0.148) (6.887)*** (0.179) (4.320)*** (5.534)%** (1.238)
(In)Real estate -0.010 0.009 -0.052 0.007 -0.046 0.011 0.001 0.015
property (1.707)* (1.806)* (1.947) (1.776)* (1.615) (2.703)*** (0.146) (0.315)
. 0.213 0.321 -1.099 0.460 -1.522 0.446 0.448 1.519
Household size
(1.737)* (5.412)%** (1.022) (7.593)*** (1.168) (6.216)*** (5.009)%** (2.553)**
C -0.021 -0.025 0.214 -0.037 0.304 -0.042 -0.027 -0.196
Household size
(1.090) (3.363)*** (1.222) (3.853)** (1.329) (3.704)*** (1.977)%* (1.860)*
Educational 0.134 0.277 -0.134 0.307 -0.255 0.304 0.273 0.287
attainment (2.219)** (4.086)%** (0.482) (5.361)%** (0.787) (4.748)%** (3.004)*** (0.496)
Age of -0.352 0.395 0.827 -0.050 n.a. -0.354 -0.703 3.971
householder (0.745) (1.083) (0.957) (0.892) na. (0.913) (1.105) (0.849)
Age of 0.003 -0.003 -0.006 0.000 0.000 0.002 0.004 -0.023
householder® (0.764) (1.115) (1.005) (0.522) (0.469) (0.820) (1.075) (0.882)
12.469 -7.790 -25912 5314 2.019 16.705 30.737 -168.254
(Constant)
(0.903) (0.717) (0.797) (2.453)** (0.600) (1.246) (0.122) (0.814)
Rzadj_ 0.607 0.530 0.625 0.635 0.579 0.624 0.646 0.360
N 138 317 15 707 13 392 267 48

Note. 1) *p<0.1, **p<0.05, ***p<0.01; 2) t-value in parenthesis; 3) incalculable for pensioner of both middle-old and old-old groups
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