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The Balance between House Prices and Household
Income and the Stability of Housing Affordability

SHEN Yue, ZHANG Xue-feng, ZHOU Kui-sheng
(School of Economics and Finance, Xi’an Jiaotong University ,» Xi’an 710061, China)

Abstract: This paper divides 35 large-and-medium-sized cities from
2000 to 2009 into four groups with regard to house prices by cluster analysis.
Then it analyzes the equilibrium relationship between house prices and
household income by panel unit root, panel co-integration, and panel Grang-
er causality test, and discusses the stability of housing affordability by
FMOLS model. The results are shown as follows: firstly, generally speak-
ing, there was a long-term equilibrium relationship between house prices
and household income in the 35 large-and-medium-sized cities, but the sta-
bility of housing affordability is very weak; secondly, there exists bilateral
causality between house prices and household income; thirdly, the problem
of the weak stability of housing affordability is not common, which only ex-
ists in the cities with higher house prices; fourthly. besides income, hard-
ware and software facilities in cities such as food consumption, health care,
education, transport and communications are also important reasons for the
fluctuations of house prices.

Key words: house price; household income; housing affordability;
FMOLS (UHE% . F M)
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