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An Analysis on the Time-varying and Heterogeneity of Estimation

Housing Demand Elasticity among Major Cities in Mainland China

Abstract

The right figures of price and income elasticity of housing demand have important
policy implications. Compare to the international research, there are fewer empirical
works on the estimation of the two elasticity in China, and also with a large
discrepancy among them. The gap between empirical results of existing literature
probably due to the fact that China is still a developing country and also in a period of
growing housing market. Therefore, the housing demand will adjust constantly. In
accordance with the analysis above, we have used a nonlinear framework to
re-estimate the two elasticity in this study. Our main findings are (1) price and income
elasticity of housing demand will decrease by the increasing of housing
price-to-income ratio, (2)some cities with higher residential housing price are also
under a higher housing price-to-income ratio. These cities consequently with lower
price and income elasticity of housing demand and (3) there is no much difference of
housing demand elasticity between the major cities in east, middle and west area of
China.

Key words: housing demand elasticity, panel threshold, regional diversity
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