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The Effect of Urbanization on House Prices:
Linear or Nonlinear?
——Empirical Study Based on Four Panel
Data Regression Models

LUO Yong-min
(School of Economics, Anhui University of Technology, Maanshan 243032, China)

Abstract: This paper analyzes the effect of urbanization on house prices
from the linear and nonlinear angles. Based on kernel density estimation and
spatial distribution analysis of urbanization and house prices, it finds that
urbanization significantly and positively correlates with house prices and pro-
vincial urbanization and house prices are featured by distinct bimodal distri-
bution and spatial autocorrelation, which illustrates the consideration of two
possible nonlinear relationship, namely threshold effect and spatial spillover
effect, when analyzing the impact of urbanization on house prices. Thus,
based on the panel data of 30 provinces from 1998 to 2009 and four models,
namely ordinary panel regression, spatial panel regression, panel threshold
regression and panel smooth threshold regression, this paper finds that the
urbanization level has significant positive impact on house prices in local and
adjacent regions, and the impact will be more significant in regions with
higher level of economic growth and the concentration of human capital.

Key words: urbanization; house price; linearity; nonlinearity; panel

data regression model (FTHERE &+ #)
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