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INTRODUCTION 

• Bubble? 

• Situation that excessive public expectations of future price 

increases cause prices to be elevated and not likely to fall 

• Happened in all over the world 

• Fundamentals can explain increase in price 

• Boom or Not 

• Fundamental Data 

• Questionnaire Survey in Comparison aspect 

• Researcher did ask people what they are thinking 



BOOM VS BUBBLE TERM 



PREVIOUS HOUSING BUBBLE 

• Around 1980s to 1990s 

• Peak around 1990 and followed by decline in price 

• Demand-Supply model failed to explain 

• Since 1995, price has increased  

• Question : Such run-up in price will be followed by a 
similar or even worse decline than the last time? 



HOME PRICES AND THE 
FUNDAMENTALS 

• Data from 1985 – 2002 

• Measures of Home Prices 

• Measures of Fundamentals 



MEASURE OF HOME PRICE 

• Repeat-Sale Price indexes (OFHEO) 

• Case-Shiller indexes 



MEASURES OF THE FUNDAMENTALS 

• Personal income per capita 

• Population 

• Employment & Unemployment 

• Housing Starts 

• Average Mortgage interest rates 

• Ratio of income to mortgage payment per $1,000 

borrowed  

 

 



HOME PRICES AND INCOME 









HOME PRICE AND OTHER 
FUNDAMENTALS 

 







1988 SURVEY 

• LA, SF, Boston, Milwaukee 

• Hot, Cooling, Steady 

• Strong Evidence for Housing Bubble in 1988 

• Want to compare with 2003 Case 



HOMEBUYER BEHAVIOR IN FOUR 
METROPOLITAN AREAS 







SURVEY METHOD 

• Very same questionnaire as in 1988 survey 

• Adding some new questions 

• Ordinary mail 

 



SURVEY RESULTS 

• Homebuying behavior aspect 

• Survey Responses on Housing as an investment 

• Survey Responses on Price Expectation, Sense of 

Excitement, and Talk 

• Survey Responses on Homebuyers’ Agreement with Simple 

Theories of Housing Prices 

• Survey Responses on Factors for housing price change 

• Survey Responses on Real Estate and Stock Market 
Investment 

• Survey Responses on Excess Demand and Upward Rigidity 

• Survey Responses on Excess Supply and Downward Rigidity 





















A MODEL OF SPECULATIVE BUBBLES IN 
HOUSING 

• Buyers and Sellers in Housing Market have a little 
knowledge 

• Fundamentals Factor raise the price 
• Employment > Demand > Price  

• Cyclical Process > Supply > Inventory > Price 

• Behaviors act as AMPLIFICATION MECHANISMS 
• Word of Mouth 

• Some Restrictions affect 

• No Correlation with population Density 

• Reversal Effect 

• Long Run Increase but Short Run Fluctuation 

• Real Estate is no longer the Best Investment 



IS A HOUSING BUBBLE ABOUT TO 
BURST 

• Increase due to fundamentals 

• Comparing with 1988 > No Strong evidence suggest 

there was bubble 

• Have to see amplification mechanisms 

• Drop in real housing prices is unlikely 



 


