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Causes for Return Volatility in Chinese Housing
Markets Based on Dynamic Gordon Model

ZHANG Hong, LI Yang, YANG Fei
(Department of Construction Management, Tsinghua University,
Beijing 100084, China)

Abstract; The vector autoregression model consisting of
housing market return, rental growth, interest rate and per
capita disposable income growth was established based on
dynamic Gordon model. And the reasons for return volatility
in the housing market were analyzed with the data of five
major Chinese cities from the second quarter of 1999 to the
second quarter of 2011. The results indicate that the news of
rental growth contributes the most to return volatility in
Chinese housing market, followed by the news of interest
rate, and their correlation weakens the volatility in the
market return; the news of interest rate has longer impacts
on return volatility than the news of expected return and
rental growth; the responses of housing market return to
various news in these cities show differences in terms of
intensity and speed.
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Tab.1 Variable definition and statistic description

ER

Th oMW R MR M RKE RME R
JbE ZBI 49 0.027 0.127 —0.097 0.043
k¥ ZSH 49  0.025 0.322 —0.114 0.068

n% M ZGZ 49  0.038 0.264 —0.064 0.055
B ZSZ 49  0.026 0.142 —0.068 0.048
X ZDL 49 0.036 0.162 —0.047 0.036
JbE DB] 49 —0.009 0.056 —0.120 0.041
¥ DSH 49 —0.006 0.070 —0.138 0.044

ad; "M DGZ 49 —0.005 0.103 —0.115 0,037
%Y DSZ 49 —0.002 0.118 —0.110 0.040
Xi# DDL 49 —0.008 0.229 —0.187 0.055
JbE SBI 49  0.026 0.056 —0.015 0.015
k¥ SSH 49  0.027 0.217 —0.171 0.052

As, M SGZ 49 0.023  0.083 —0.114 0.032
Y SSZ 49  0.023 0.668 —0.262 0.125
X SDL 49 0.045 0.725 —0.370 0.167

r» 4B RFR 49 0.024 0.050  0.010 0.007
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Tab.2 Test results of unit roots

ZEAH BK (e, ms @ BREBE MEERAE
Z_BJ] (cs my O —5.991 0. 000
Z_SH (cs my O —7.463 0. 000
Z GZ (cs my O —6. 832 0. 000
Z SZ (cs my O —4, 646 0. 003
Z DL (cs my 4) —6.084 0. 000
D_BJ (cs my O —5. 967 0. 000
D_SH (cs my O —5.779 0. 000
D GZ (cs my O —9.191 0. 000
D Sz (cs my O —6.912 0. 000
D _DL (cy my 1D —10.221 0. 000
S_BJ (cs my O —7.600 0. 000
S SH (cy my 1D —6. 209 0. 000
S GZ (cy my 1D —6.520 0. 000
S SZ (cs my O —13. 809 0. 000
S DL (cy my 1D —8. 744 0. 000
RFR (cy my 1) —2.854 0. 059
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Tab.3 Variance decomposition result of return volatility

W var(y,) var(p,) var(p,) —2cov(n, ) —2cov(y,,p,) —2cov(p,>n,)
JEE 0.031 1. 208 2. 471 —0.535 —2. 366 0.191
% 0. 045 0.861 0. 489 0.027 —0. 727 0. 305
IM 0.015 0.212 1.593 —0.283 —0. 632 0. 095
b2syl| 0.235 1.433 5. 486 —2.264 —4, 841 0. 951
Kk 0. 063 0.997 3. 703 —0.964 —3.216 0.417
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Fig.1 Responses of housing market return to future

expected return news in 5 cities
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