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Non-linear Price Effects of Redevelopment
Options: Evidence from the Seoul Apartment
Market

Jengei Hong'
Abstract

The market value of an apartment is influenced not only by its current utility flow but
also the economic potential of redevelopment. This dual influence results in nonlinear
price effects, especially when comparing older apartments with redevelopment potential
to those without. We employed two empirical models to analyze these nonlinear effects.
Based on a sample of 4,166 apartment transactions in Seoul, we established that the
negative impact of housing age on price significantly diminishes for old apartments.
Additionally, the anticipated increase in the floor area ratio owing to redevelopment plays

a crucial role in determining the value of older apartments.
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