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Economic Fluctuations, Prices and Trading Volume in the

Housing Markets: An Application of a Search Model
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ABSTRACT

This paper constructs a search matching model to discuss the trading volume and price in
relation to real estate transactions. We find that economic instability will affect the decision-
making of buyers (sellers), and their willingness to trade in the market. Economic fluctuations
will result in a shrinking trading volume. The price effect on the sell or buy decision depends
on the initial condition. If the trading volume elasticity of intention to sell (buy) is less than 1,
sellers (buyers) exiting the market will induce prices to increase (decrease). On the contrary, if
the trading volume elasticity of intention to sell (buy) is greater than 1, sellers (buyers) exiting
the market will induce prices to decrease (increase). These correlations can help explain why
the real estate markets will become thick (thin) markets during an economic boom (bust).
Economic stability will help create trading volume and shorten the search duration of buyers
and sellers. A decrease in transaction costs will help reduce the price gap between buyers and
sellers, and the prices will tend to be fundamental values.

Key words: search model, stochastic dominance, match model, mean-preserving spreads,
kernel density function
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0.1063  0.1163  0.1263  0.1363  0.1463 0.1563 0.1663 0.1763 0.1863  0.1963  0.2063
55563 55212 54853 54485 54109 53725 53332 52931 52522 52104 516.78
4235 4341 4447 4553 4660 4767 4874 4981 5087 5193 5299
0.83 0.84 0.86 0.88 0.90 091 0.93 0.95 097 0.99 1.01
1.23 1.19 1.15 1.11 1.07 1.03 1.00 0.96 093 0.90 0.86
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\Y
=

< S T e T W m

20948 21299 21658 22026 22402 22786 231.79 23580 239.89 24407 24833
BRI« A7 -




36 [EEEEHR

A [HEHELQ

800
dEldt
400
200

0

-200
0

50

30

20

0=0.1063
0=0.1163

0=0.1263

B. OEMLEE - ERALR

100

200 300 400 500 600

E 560
550
540

530

520

45

BRI © AR ETTHEL -

B= REBERZIAXRE  BEERELSERE



RS B S st FE S B o (EL BB 1% ¢ R IR 37

RN RSREE - BERROZRARIER
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20025 27924 30,712 726 261,829 323
20034 25,359 30,253 780 261,855 323
20044F 25,806 31,934 819 279,195 323
20055 26,067 32,843 858 286,649 323
20065 26,430 33,775 885 294 805 323
20074 26,709 34,769 914 303,436 323
20084 26,167 35,299 924 311,003 324
20095 26,049 35,647 909 313,669 324
20105 27,257 39,199 906 343,259 324
20114 28,578 42,348 897 367,301 324
20124 30,049 45,359 905 387,198 324
20135 33417 55,645 913 439,718 324
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5287
10,574
14,099
17,624
21,149
25,555
29,961
37010
50,228
77545

278459
356,385
357,167
439,718

0.000019
0.000027
0.000028
0.000028
0.000026
0.000022
0.000018
0.000011
0.000003
0.000001
0.000000
0.000000
0.000000
0.000000

0.000026
0.000038
0.000035
0.000029
0.000023
0.000017
0.000012
0.000008
0.000004
0.000001
0.000000
0.000000
0.000000
0.000000

0.000025
0.000037
0.000035
0.000029
0.000023
0.000017
0.000012
0.000008
0.000004
0.000001
0.000000
0.000000
0.000000
0.000000

0.000023
0.000034
0.000033
0.000028
0.000023
0.000017
0.000013
0.000008
0.000002
0.000001
0.000000
0.000000
0.000000
0.000000

0.093381
0217922
0.316466
0.415600
0.509957
0.616546
0.704731
0.803567
0.889022
0.950230
0.999999
1.000000
1.000000
1.000000

0.107577
0.282169
0412828
0.526018
0.616112
0.703772
0.769029
0.838501
0.902741
0.952850
0.996339
1.000000
1.000000
1.000000

0.107556
0.278759
0.406997
0.518903
0.609064
0.697142
0.762177
0.832047
0.895075
0.947156
0.991293
0.999999
1.000000
1.000000

0.104614
0.261291
0.380031
0487181
0.576076
0.662697
0.728180
0.803068
0.859375
0927338
0.984398
0.990769
0.990805
0.998457

0381374 0399285 0402505 0406026
1356459 1624675 1617034 1.554938
2473029 3082646  3.055047  2.898207
3987622 5024282 4969727 4691562
5.887908 7360238  7.277039  6.868308
8.763585 10.713165 10.596305 10.018601
12.119238 14436447 14285854 13.535371
18233438 20923271 20717691 19.719536
31089694 34062982 33762515 32325209
59764761 63.039199 62523741 60.269494
284752170 287026330 285.857110 280.201210
373752170 375.903470 374530870 367.954340
374752170 376.903470 375530870 368.945140
467.752170 469.903470 468.530870 461.534300
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20026 2008%F 20094 20134

20024 20084 20094 20134

20024

20084

20094

20135

BRI A

BRHRRk

SRR

-17,648
-14,129
-10,610
1091
-2,602
2,587
9,625
26,341
50,094
250,682
251,562
301,708
330,741
406,401

0.000027 0.000035 0.000036 0.000031
0.000028 0.000038 0.000036 0.000025
0.000028 0.000033 0.000030 0.000020
0.000026 0.000026 0.000024 0.000016
0.000023 0.000020 0.000018 0.000012
0.000017 0.000014 0.000012 0.000009
0.000010 0.000008 0.000008 0.000004
0.000003 0.000003 0.000003 0.000004
0.000001 0.000001 0.000001 0.000001
0.000000 0.000000° 0.000000 0.000000
0.000000 0.000000° 0.000000 0.000000
0.000000 0.000000 0.000000 0.000000
0.000000 0.000000° 0.000000 0.000000
0.000000 0.000000 0.000000 0.000000

0.209891 0202932 0.243561 0432930
0.307828 0332951 0.372616 0.531460
0407024 0458628 0490139 0.611664
0.501782 0.562668 0.585919 0.675456
0.609291 0.662983 0.679441 0.737936
0.714245 0.751660 0.760721 0.794372
0.809246 0.827860 0.831038 0.840320
0.901462 0910262 0.906614 0.890103
0.950901 0951719 0.946961 0.931449
0.999999 0.995890 0.991192 0.984562
1.000000 0.996136 0.991371 0.984565
1.000000 1.000000 0.996914 0.986764
1.000000 1.000000 1.000000 0.991666
1.000000 1.000000 1.000000 0.998485

1.334523
2417181
3.897231
5.764136
8.601482
12.639149
18.811385
35306338
60424767

1.024406
2.158014
3.809265
5911349
9.036838
13340610
19.720827
36.383798
61.657871

1351524
2.648453
4439054
6.045752
9.866074
14.242689
20.665011
37.309499
62451650

3.680248
5.664093
7995992
10.606736
14.177828
18.811980
25397045
41.830859
66.650537

285433460 285.570390 285.770940 286.946420
286.433460 286.566530 286.762310 287.930990
343433460 343.439950 343.487640 344.063630
376.433460 376.439950 376.439040 376.723480
462433460 462439950 462439040 462.375840
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PERHEE AR BV am I E B 5B R ~ PURTTR - (ERE GmallE o a R ges ~ 881 87
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E A B R R A - IR E BRE R ~ FERAIFRI BT - AR « H% 5 HE
& > BRI Wheaton(1990) R H R B - (HAEARE 3R EEZRUAMRE (R _E TSR AT -

SR EN AT BRI IR S AR SR L TR - A A E R E e bR 3R
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