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An Empirical Study on the Existence and the Cause of Ripple Effect*
- The Case of Kangnam-gu -

Seoung Hwan Suh**
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ABSTRACT : Empirical studies on the existence of the ripple effect starting from the Kangnam-gu
and the “Recursive Demand Exhaustion Hypothesis” have been proceeded. As for the existence of
the ripple effect, Granger-Sims causality test and variance decomposition analysis using VECM have
been used. The ripple effect has found to be existed for Seoul and some metropolitan region of Seoul
which is near to Kangnam-gu. “Recursive Demand Exhaustion Hypothesis” has been accepted by
results of regression analysis on Kangnam area and Gwachun city. The acceptance of “Recursive
Demand Exhaustion Hypothesis” has important implications on the direction of real estate policies.
Since aggregate demand increasing factors such as the liquidity can determine the existence and the
size of the ripple effect, controlling the whole aggregate demand on the real estate will be the most
important.

Key Words : ripple effect, recursive demand exhaustion hypothesis, Granger-Sims causality test,
variance decomposition analysis
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