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ABSTRACT

Although several articles have documented that there are heteroskedastic autocorrelations in
the volatility of real estate prices, few of these papers depict one of the most commonly known
advantages of the housing market, namely, its ability to be defensive from the viewpoint of vola-
tile behavior. Therefore, this research seeks to examine “defensiveness” in the housing market
by providing evidence to show the asymmetric volatility between house prices moving up and
down. First, we use the house price data for Taipei from the second quarter of 1973 to the second
quarter of 2005, and select the most suitable mean and variance equations to estimate the condi-
tional heteroskedasticity volatility of the return on house prices. Furthermore, the leverage effect
of the volatility variable is included in the model, i.e., -GARCH (the Asymmetric Autoregres-
sive Threshold GARCH) and then adopted. The result of the empirical test shows that there are
antileverage effects in the volatility of the housing market. Therefore, while the lagged innovations
are negatively correlated with the housing return, the current volatility of the housing return might de-
cline. These results depict the asymmetric volatility between house prices moving up and down, and
show that there is a defensive effect in the Taipei housing market during the data periods examined.
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