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Empirical Analysis on Real Estate Price
Bubble Based on State-space Model

HAN Dong-mei ,LLIU Lan-juan, CAO Kun

(School of Information Management and Engineering .

Shanghai University of Finance and Economics, Shanghai 200433, China)

Abstract: The rapid increase of Chinese real estate price in recent years
will lead to excessive bubble risk. This paper firstly defines the real estate
price bubble in theory and then analyzes the characteristics of fundamental
value. Subsequently, the housing state-space models of supply and demand
are established on the basis of analyzing the co-integration relationship a-
mong variables. In the models, the fundamental value is treated as a kind of
state variable so as to accomplish the empirical analysis on real estate price
bubble in Shanghai. The study results show that price bubbles have already
appeared in Shanghai real estate market and the average degree of price bub-
ble in the latest 4 years amounts to 22.5 percent.
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