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Revisiting the Macroeconomic Variables and REITs Returns Nexus using
Bootstrap Fourier Granger Causality Test in Quantiles

Ming-Che Wu?, Chien-Ming Wang?
1. Department of Insurance and Finance, National Taichung University of Science and Technology, Taichung,
Taiwan

2. Department of International Business, Ming Chuan University, Taipei, Taiwan

Abstract

The aims of this paper to revisit the macroeconomic variables and the returns of REITS
nexus for the U.S. by applying a novel Granger causality namely Bootstrap Fourier Granger
Causality in Quantiles test over the period of 1994.01 to 2019.12. The
empirical results indicate that a significantly positive relationship between GDP and REITs
returns within all quantiles (except for within 0.1 quantile). Meanwhile, we observed a
significantly negative relationship between stock price index and the returns of REITs at all
quantiles. Since unemployment rate (within quantile 0.2, 0.5, 0.6, 0.7 and 0.8) and effective
interest rate (within quantile 0.2, 0.5, 0.6, 0.7, 0.8 and 0.9) would effectively increase the REITs
returns. However, expected inflation found to have had no a significant impact on REITs
returns in U.S. Hence, the findings have important implications for policymakers, institutes,
and investors.

Keywords: REITs, macroeconomic variables, Bootstrap Fourier Granger Causality in
Quantiles test
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A Reduced-Form Model for Lease Contract VValuation with Embedded
Options

Chuang-Chang Chang, Hsiao-Wei Ho, Henry H. Huang, Yildiray Yildirim”
This Version: 1/6/2022

Abstract

This paper provides an analytical formula for valuing lease contracts in the most general case,
including the adjustable leases, with the cancellation, purchase, and default option. We then
illustrate the numerical implementation of our model. Numerical analysis reveals that the lessor
offers a discount in the initial rent for a longer-term lease contract but charges an additional
amount for cancelation, purchase, and default risk compared to the contract without any
embedded options. This result suggests that ignoring embedded options in valuing a lease
contract leads to significant pricing errors. Thus, we provide a framework to value complex
lease contracts and enhance real-estate lease portfolio management efficiency.

Keywords: Credit Risk, Embedded Options, Reduced-Form Model, Lease Rate.
JEL Classifications: G12, G13

*Chuang-Chang Chang: Department of Finance, National Central University, Taiwan (R.0.C.), E-mail:
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Hsiao-Wei Ho (corresponding author): Bachelor Degree Program in Ocean Business Management, National Taiwan Ocean
University, No. 2, Beining Rd., Zhongzheng Dist., Keelung City 202301, Taiwan (R.O.C.), TEL:+886-2-2462-2192 #3100, E-
mail: mokyho@mail.ntou.edu.tw.

Henry H. Huang: Department of Finance, National Central University, Taiwan (R.O.C.), E:mail: hongming@ncu.edu.tw.
Yildiray Yildirim: Department of Real Estate, Baruch College, City University of New York, New York, E-mail:
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Magnitudes Effects of Uncertainty, ARMA, and Macroeconomics on
Mortgage Insurance Risk Managements

Chih-Yuan Yang
Associate Professor, Department of Civic Education and Leadership
National Taiwan Normal University, Taiwan
No. 162, Section 1, Heping E. Rd., Taipei City 106, Taiwan
Office: +886-2-77491856; Email : cyy@ntnu.edu.tw

Chia-Chien Chang*
Corresponding author
Professor, Department of Finance and Information
National Kaohsiung University of Science and Technology, Taiwan
No. 415, Chien Kung Rd., Kaohsiung City 807, Taiwan
Office: +886-7-3814526 Ext.16300; Email : cchiac@nkust.edu.tw

Abstract

This paper aims to bridge the gap between MI premiums and the information content of the
prior housing returns, macroeconomic factors, and economic policy uncertainty. We apply an
ARMA model to housing returns and propose the housing price volatility as a function of the
macroeconomic variables and uncertainty index measure to price Ml contracts. Empirical
results show that the uncertainty of economic policy and macroeconomic condition have
positively contributed to the volatility of housing returns. Fitting the U.S. housing and
mortgage data, ARMA effect dominates for the valuation of MI premium rate. Specifically,
ARMA, uncertainty, and macroeconomic effect explain about 97% pricing errors.

Keywords: mortgage insurance, risk management, economic policy uncertainty,
macroeconomic factors, ARMA, housing price volatility
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REITs and Momentum Investing in Taiwan

H. W. Wayne Yang
School of Continuing Education, National Taiwan Normal University, Taiwan
waynel97910@hotmail.com
Corresponding Author: wayne197910@hotmail.com

Abstract
This study tests whether the Real Estate Investment Trust (REIT) market in Taiwan manifest
the momentum effect. This study documents that zero-investment portfolios of conventional
return-based momentum strategies that buy the top 30 percentile (winner) REITs and sell the
bottom 30 percentile (loser) REITs generate positive returns significantly, especially increasing
the skip-period between the portfolio-formatted period and the portfolio-purchased period 3
months.

JEL classification: G11, G12, G14, G17

Keywords: Skip-Period; Trading Strategies; Investment Strategies; Momentum Effect; Echo
Effect
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Property market and reassessment challenge facing COVID-19 pandemic
Shih-Ming, You"

Abstract

The coronavirus COVID-19 pandemic is affecting 220 countries and territories, with 285
million cases and 5.42 million deaths by Dec. 2021. Taiwan pre-COVID-19 enabled a fast
coordinated response, particularly in the domains of early screening, effective methods for
isolation/quarantine, digital technologies for identifying potential cases and mass mask use
(Summers, J., et al., 2020). However, the sudden surge of COVID-19 cases in after May 2021
inevitably recorded 16,964 cases and 850 deaths. Central and local government in Taiwan are
facing challenge in the response of pandemic in many aspects. This article constructs regression
model to gauge the property market movement, summaries how other countries and cites such
as New York City of US; British Columbia and Ontario of Canada; UK and Japan reevaluate
property assessment under pandemic, to serve the reference of land and building reassessment
in Taiwan. The real price declaration system open the transaction costs input might float the
price and become a challenge for assessment.

Keywords: Property market, Property Assessment, COVID-19, Real Price Declaration,
Property Tax

* Deputy Director-General, National Property Administration, Ministry of Finance (MOF). Assistant professor at
Department of Real Estate & Built Environment, College of Public Affairs, National Taipei University
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Abstract

The aim of this paper tried to evaluate precisely the net economic impact of the Loan-
to-Value Ratio (LTV) policy from June 2010 to 2021 in Central Bank of Taiwan. After
the 2009 global financial crisis, a number of countries are facing a new round of surging
house prices and increasing the leverage of housing sector. To be a great extent, this is
the result of a prolonged period of low interest rates aimed at fostering economic
recovery in the advanced economies. To cope with the systemic risks associated with a
surge in housing price and credit extension, we use unigque and detail dataset of Taiwan
Real Estate Transaction Registration, and study the relationships among the instrument
of LTV based on the concept of macro-prudential policy, mortgage loan, housing price
and housing transaction. To disentangle the effects of the LTV restriction from other
influences that have affected the housing market, following the methodology of Abadie
et. al. (2003, 2010) and Cheng Hsiao et. al. (2011) suggested, this paper uses a
counterfactual scenario — a description of what could have happened in the absence of
the LTV, such as actual scenario (e.g. with LTV policy tightening) VS. counterfactual
scenario (e.g. without tightening). The empirical results based the reduced (non-
structural) form have two main findings. First, the lower and higher LTV shows the
asymmetry performance, respectively. Second, the lower LTV reduce the credit growth
of housing mortgage and the housing transactions at short-lives. However, there is no
significant effect of the housing price. Our empirical evidence suggests that tightening
LTV cap would reduce related credit growth. By contrast, the policy pass-through to
property market activities may be weak. In other words, the LTV policy may be optimal
to target credit growth, but not property prices, in pursuit of financial stability.

Keywords: Credit Control (Loan to Value Ratio), Counterfactual, Synthetic Control,
Housing Price and Transaction, Housing Mortgage, Asymmetry Effect
JEL Classification: E5, E61, E63, E65, G21, G28

* The methodology of this paper is motivated by a conversation with Charles Ka Yui Leung (Department
of Economics and Finance, City University of Hong Kong), whose generousity, insights should not be
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referees for providing us with many valuable suggestions and comments, as well as the financial support
from the MOST-105-2410-H-260-033. All errors remain the responsibility of the author. The views and
analysis expressed in this presentation are also those of the presenter and do not necessarily represent the
views of the authorities.
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