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(Figure 1) Monthly Growth Rate of Jeonse Price Index (%)
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Source: KB Jeonse Price Index, REB Jeonse Price index (All housing type), CPI Jeonse Price
index.
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(Figure 2) Comparison between CPl Jeonse Index and REB, KB Jeonse Index
(24-Month Average)
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Note: All individual indices are adjusted to 2020=100. Jeonse to rent ratio survey only exists in
REB, so we used REB data for Jeonse to rent ratio. For 2020 annual growth, since CPI
in 2019 has different items, missing items are removed in total weight (1.3% of total
weight missing) .
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(Figure 4) Annual Growth Rates of Owners Equivalent Rent
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Note: KB price index is rental equivalence only when rental rate is constant and rent adjusted
index contains non-owner occupant housing units. So they are conceptually different from
the exact definition of rental equivalence approach (though they would capture some
trend). Household survey average owners equivalent rent uses weighted average of rental
equivalence of owner occupants in KOSTAT authorized household income and expenditure
survey micro data set. 10 Results that use other housing price statistics are in {Figure
A-D.

10) (A7 A ek 7ol 7HEA* 9A rhelel @)/ (A7h FAR) dgehe
o AR B). AMBFEA AFAE A RA 0 AFEA A W AT FE RFES
HAE} 93 A vl83 A, bl ol vk ALFA o R mYTe] RES
Ag e H) U BE BAwe dause AT BE A P,



aH|A 27PESE SAS AAE A 290 47

(Figure 5) Annual CPI Inflation Rate including Owner Equivalent Rent
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Note: All individual indices are adjusted to 2020=100. Jeonse to rent ratio and Price to Jeonse
ratio survey only exists in REB, so we used REB data for Jeonse to rent ratio. For 2020
annual growth, since CPI in 2019 has different items, missing items are removed in total
weight (1.3% of total weight missing) .
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. IS ERAMQI7ES), (Data set), 2021. https://doi. org/10. 23333/R. 101006. 001.

(Translated in English) Household Income and Expenditure Survey (for authorized use),
(Data set), 2021. https://doi. org/10. 23333/R. 101006. 001.

C oA - AAE, “AEAEIY 28 AETL T BOKo|9r=E, 2021, No. 25, 2021.

(Translated in English) Lee, and Kang, “Housing Costs and Consumer Prices’ BOK Issue
Note, 2021, No. 25, 2021.

A, TaHAETIEAL SABEE A, 2021,

(Translated in English) KOSTAT, Consumer Price Survey Statistics Keport, 2021.

_ ., UM A EEIA,, 2021,

(Translated in English) KOSTAT, Household Income and Expenditure Survey Statistics
Report, 2021.

_ ., UMAEEEA AR, 2021

(Translated in English) KOSTAT, Household Income and Expenditure Survey Guideline,
2021.

L AEAATAL TRAks TR, 2021,

(Translated in English) KOGAS, Natural Gas Supply Regulations, 2021.
o, TR EEle T HE,, 2022,

(Translated in English) KOGAS, Natural Gas Wholesale Charge Information, 2022.
https://www. kogas. or. kr:9450/portal/contents. do?key=2026.

=23, Teeuee] B7HeAl, 2019,

(Translated in English) Bank of Korea, Korea’s Price Statistics, 2019.

ILO et al., CONSUMER PRICE INDEX MANUAL Concept and Methods, 2020.



(Chart A-1) Whether Owners Equivalent Rents Reflected in CPl (major countries)
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(Chart A-2) Whether Owners Equivalent Rents Reflected in CPI (OECD countries)
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from various countries. Note that EU countries are already announcing owner occupants
price index based on acquisition approach and planning to announce CPI including it until
2026
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(Chart A-3) 2021 Household Survey Guideline for Assessment of Rent
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(Figure A-1) Annual CPI inflation including housing price index,
by institution and survey method
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Note: This paper mainly uses housechold income and expenditure survey data for owner’s
equivalent rent and uses KB price index as supplementary. Above graphs are results from
using other price indices from REB. REB announces housing price indices using price of
similar real estates of target panel and price of actually traded units. We can see that
overall result shows REB price index < KB price index < REB actual transaction based
index. Left graph is when we just use price indices and right graph is when adjusted to
rent by multiplying Jeonse to rent ratio and Price to Jeonse ratio.
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Potential Bias in the CPI-Inflation Rates*

*

Jaeyong Seo™™ - Yongsung Chang™*

Abstract

We propose a way to correct a potential bias in CPl-inflation rates. We
consider three factors that may bias the CPI as a measure of true inflationary
pressure in the economy: (1) market-based rental rates (2) owners-
equivalence rents (3) operational loss caused by controlled prices of electricity
and gas. When we consider all three factors above, the newly measured
CPI-based inflation rates (as of December 2021) increases to 6.65% which is
2. 95 percentage points higher than the official figure of 3. 7%. Out of the total
increase of 2.95 percentage points, 0.08 is due to the use of the KB rental
index, 1.62 due to the inclusion of owners equivalence rents, and 1. 25 due to
the reflection of operational loss of the KEPCO and KOGAS.

Key Words: consumer price index, owner’s equivalent rent, inflation, utility expense
JEL Classification: E3, EO, E6

Received: May 31, 2022. Revised: June 17, 2022. Accepted: June 22, 2022.
* We thank comments from Keunkwan Ryu, Junghyun Lee, and Daeu Yeon. We also

appreciate financial support from SNU BK21 Program.

** First Author, Ph.D. Student, Department of Economics, Seoul National University, 1
Gwanak-ro, Gwanak-gu, Seoul 08826, Korea, e-mail: sjy6383@snu. ac. kr

*** Corresponding Author, Professor, Department of Economics, Seoul National University,
1 Gwanak-ro, Gwanak-gu, Seoul 08826, Korea, Phone: +82-2-880-6381, e-mail:
yohg@snu. ac. kr



