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Real Estate Prices and Economic Cycles
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ABSTRACT

Studies of the linkages between real estate prices and general economic conditions have an extensive
history, beginning with tabulations suggesting long swings in construction and price development
synchronized with long swings in aggregate economic activity. More recent studies have explored the
implications of systematic models of investor expectations upon real estate construction and the cyclical
behavior of housing prices and office rents.

Models such as these are able to generat patterns of price change over time in response to varying
conditions in economic fundamentals and in economic shocks. There has, however, been little of changes in
peroperty markets upon resulting economic conditions.

In the first part of this paper, I will focus on the question of the linkages between economic
“fundamentals” and property prices. In the second part, I will focus on the question of the potential for a
causal role between outcomes in the property market and their subsequent effects upon the overall economy.

Applying a data set from 41 cities in the US in 15 years, we do fine a positive impact of economic
fundamentals on property prices. Using a data set from several Asian cities in the past few years, though we
could not reach a couclusion of the effect of real estate prices on economic fundatmentals, however, I hope
to have stimulated a bit thought and controversy---what an international conference of scholars is all about.

Key words: Real Estate Prices, Economic Cycles, Economic Fundamentals
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Altanta 108.44 5.57 100.00 120.31
Baltimore 127.90 12.98 100.00 139.70
Boston 106.61 6.03 100.00 116.29
Charlotte 119.19 16.87 100.00 165.20
Chicago 136.91 22.20 100.00 168.09
Cincinnati 132.44 18.76 100.00 157.14
Cleveland 124.99 16.74 100.00 151.74
Denver 108.27 16.97 93.51 139.27
Detroit 142.54 25.93 100.00 186.63
Hartford 104.79 7.82 96.24 : 116.93
Honolulu ; 126.76 12.62 100.00 136.38
Indianapolis 132.88 15.75 100.00 149.56
JTacksonville 106.52 372 100.00 - 114.47
Kansas City 128.74 14.18 100.00 143.75
'Los Angeles 137.41 23.02 100.00 169.12
Miami 111.37 9.44 100.00 128.93
Milwaukee 130.65 19.99 100.00 158.71
Minneapolis-St. Paul 114.61 8.15 100.00 126.05
Nashville 111.34 10.90 100.00 136.79
New Orleans 09.87 8.23 90.82 11532
New York 113.42 6.96 100.00 125.42
Oakland 140.42 19.98 100.00 160.41
Orlando 109.31 515 100.00 116.89
Philadelphia 134.30 13:57, 100.00 143.54
Phoenix - 101.16 5.70 95.49 113.71
Pittsburgh 104.73 5.19 98.49 116.39
Portland 150.23 44.32 100.00 227.33
Providence 94.65 3.98 87.72 100.00
Provo 132.11 27.41 100.00 167.22
Riverside 125.60 16.30 100.00 147.64
Sacramento 136.56 22.93 100.00 167.66
St. Louis 121.63 1125 100.00 137.68
Salt Lake City 144.66 41.36 100.00 220.41
San Diego 132.25 17.15 100.00 152.61
San Francisco 148.51 22.65 100.00 171.63
San Jose 152.16 25.00 100.00 176.10
Seattle 148.25 32.24 100.00 184.11
Springfield 106.23 1.33 98.12 116.77
Tampa ] 106.70 4.15 100.00 113.76
Washington, DC 130.69 13.75 100.00 141.52

Wilmington 128.80 12.49 100.00 139.36




4 {FxEsR

" FERZEAEY

B ATE LI fRHETE w/ME AR AE
J SR IR B, 000) 12.15 9.52 7.97 5.9
LB E (,000) 18.84 12.09 2.10 66.90
K7 (,000) 944.75 745.56 31.98 3298.72
A T85(,000) 2500.25 2067.67 264.61 9138.79
HAEFEEERE %) 1.58 0.81 0.10 4.60
22 R (%) 7.32 2.74 2.00 16.50
TEFTS 41.86 36.98 10.48 187.01
BLZE A BL(,000) 1238.58 913.21 414.66 4274.94
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1C ol 3C 4C 5C

R? 0.250 0.258 0.253 0.273 0.286
eI 0.008 0.007 0.007 0.002 0.000
(2.21) (1.87) (1.94) (0.39) (0.02)

TR EHER (%) 1.192 L.251 1.189 1.027 1.063
(9.13) (9.27) (9.14) (7.31) (7.27)

TS 825 (%) 0.024 0.025 0.024 0.021 0.022
(2.95) (3.06) (2.96) (2.58) (2.66)
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1L 2L 3L 4L 5L
R? 0.280 0.301 0.296 0.297 0.393
HE T 2.818 2.371 3.056 2.684 2.190
(12.36) (8.30) (12.26) (11.47) (7.46)
Log(#i3%) -0.516 -0.630 -0.473 -0.448 -0.559
(6.04) (6.60) (5.45) (4.96) (6.09)
Log(FT#) 0.547 0.621 0.508 0.575 0.653
(7.50) (7.99) (6.84) (7.83) (8.57)
Log(RHEEE) 0.051 0.060
- (2.54) (2.99)
Log(Hl B {FEZ=EE) -0.069 -0.092
(2.25) (4.60)
Log(Z~#) -0.094 -0.103
(2.25) (2.25)
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: (26.05) (12.85) (27.24) (15.26) (12.95)
Log(Ffifg / K FED 0.219 0.257 0.197 0.265 0.248
: (5.15) (5.98) (4.75) (6.50) (6.19)
LogGtHRE[F]) 0.064 0.011
: (3.43) (0.56)
Log( HHEFEZEE) -0.093 -0.098
(4.06) (4.54)
Log(FRKF ) 0.101 0.100
(5.50) (4.95)
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R? 0.930 0.761 0.963
PRI 0.153 0.570 0.312
Log(fA{E(t-1)) (1.87) (3.75) (517
0.973 1.596
_ (58.34) (37.39)
Log(FFE(t-2)) 0.893 -0.659
(28.68) (15.22)
SHIB : [ERRRBEEEHR
B 6C 7E 8C
R? 0.412 0.094 0.434
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R? 0.531 0.540 0.534 0.541 0.550
RiEE -0.002 -0.002 -0.001 -0.005 -0.004
E : (0.53) (0.46) (0.38) (1.37) (1.23)
BBl 1) BH 2R (%) 0.562 0.587 0.581 0.567 0.600
‘ W (9.70) (10.01) (9.70) (9.84) (10.03)
B (t-2) B8 B4 (%) -0.062 -0.050 20.069 -0.086 -0.078
(1.15) (0.93) (1.28) (1.58) (1.43)
T SERATEN AR (%) 0.812 0.730 0.801 0.697 0.615
{ (7.20) (6.19) (7.07) (5.70) (4.84)
P B 2R (%) 0.015 0.013 0.014 0.013 0.011
(2.22) (1.94) (2.19) (1.95) (1.68)
IR ENZR (%) 0.029 0.027
, (2.20) (2.06)
HE FE =R B2 (%) -0.005 -0.003
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K WIBEN (%) 0.518 0.509
(2.32) (2.29)
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R? 0.959 0.962 0.966 0.960 0.968
TR 0.326 0.166 0.391 0.322 0.207
(4.65) (2.10) (5.94) (4.54) (2.70)

Log(FAE(t- 1)) 1.588 1.547 1.515 1.588 1.478
(32.99) (32.48) (32.93) (32.83) (32.60)

Log(F{H(t-2)) -0.658 -0.617 -0.600 -0.661 -0.566
o (12.65) (12.02) (12.25) (12.60) (11.74)
Log(itZE) -0.012 -0.051 -0.011 -0.009 -0.047
: (0.50) (1.99) 0.47) (0.35) (1.96)
Log(Fii%) 0.010 0.035 0.011 0.014 0.045
‘ (0.47) (1.56) (0.54) (0.62) (2.06)
Log(ZIEE H ) 0.019 : 0.020
; o (3.98) (4.35)
Log(HAHEZZREE) -0.020 -0.028
250 -(6.15) (5.99)
Log(ZK¥F) -0.007 -0.013
(0.70) (1.34)
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AN 0.326 0.166 0.391 0.322 0.207
_ (4.54) (2.10) (5.94) (4.54) (2.70)
Log(F{E(t- 1)) 1.588 1.547 1.515 1.588 1.478
(32.99) (32.48) (32.93) (32.83) (32.60)

Log(FEE(t-2) ) -0.658 -0.617 -0.600 -0.661 -0.566
N (12.65) (12.02) (12.25) (12.60) (11.74)

Log(Flits / &K P8 -0.012 0.051 -0.011 -0.009 -0.047
(0.50) (1.99) (0.47) (0.35) (1.96)

Log (4B El) 0.019 0.020
(3.98) (4.35)

Log(HEF£%= E ) -0.030 -0.028
(6.15) (5.99)

Log(ZK¥ ) -0.007 -0.013
. (0.70) (1.34)
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