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An Analysis of Structural Changesin Housing
Prices. Cases of Taipel City and Taipel
County *

Chien-Wen Peng** and Vickey C. C. Lin***
and Ya-Ting Yang****

Abstract

Although past studies showed that housing pricesin Taiwan had experienced several
structural changes, there was no detailed analysis of why these changes occurred. In this
paper, we use the Error Correction Model (ECM) to construct a housing price model. We
also employ impulse response analysis postulated by Wang (2000) to explain structural
changes of housing pricesin both Taipel City and Taipei County. Empirical results revealed
that housing prices in both cities correlate with money supply, stock market index and the
allowed floor areas specified by the building permit. In both cases, the housing price model
that incorporates the three variables can better explain structure changes than do models
that ignore these factors. Besides, while the performance of stock market has direct impacts
on the structural changes of housing prices, money supply affects prices indirectly. The
influence of the building permit is not significant.

Keywords: Housing Prices, Structural Changes, Error-Correction Model, Impulse
Responses
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X4 -1.79(4) -3.36(8) -4.79* -3.52*(3) -6.02*(6)
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NULL
L max Trace Lmax Trace
r O 27.79* 34.72* 27.16* 46.74*
r 1 8.22 10.93 11.32 19.59*
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Variable Coeff T-Stat Variable Coeff T-Stat
DX {1}  -0.529601695 -4.91058* DX {1} -0.388046508  -3.10128*
DX {2} 0.053595488  0.46397 DX {2} -0.96993557 -0.80101
DX {3}  -0.023264507 -0.23434 DX,{1} -0.326212540  -0.86237
DX.{1} 0.055068412  0.17317 DX {2} 0.124939776 0.29696
DX {2} 0.051094462  0.15343 DX {1} 0.196989544 2.40100*
DX, {3} 0.544250440  1.57242 DX {2} -0.044654084  -0.55365
DX {1} 0.401084150  6.23123* DX {1} -0.058068273  -1.50231**
DX {2} 0.139974742  1.86933** DX {2} -0.024878312  -0.59372
DX,{3}  0.077104052  1.04734 DX {1} 0.770865007  1.98231*
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DX {2} 0.032319639  0.52906 DX {1} 0.057715047 1.50349**
DX {3} 0.078822435  1.33874 z 0.026758198 1.61843**
z 0.327728194  4.21154* D11 0.262261003 2.33685*
D1 0.225257180  2.75052* D22 0.034228777 0.56259
D2 -0.025248930  -0.42082 D33 -0.072426987  -0.66764
D3 0.114708244  2.17885*

Adjusted R? 0.461 L-B Q-Stat(14) 0.03 | Adjusted R 0.271 L-B Q-Sta(16) 0.57
Normality Chi(8) 0.04 D.W 1.89 Normality Chi(8) 0.07 D.W 2.02
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