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New Evidence on Housing Market Efficiency
from Housing Price Indexes of Chinese Cities

Yang Zhenpeng Wu Jing Liu Hongyu

Abstract This paper tests efficient-mrket-hypothesis in housing markets, using hedonic price index-
es fromJanuary, 2006 to August, 2009 in ten Chinese nmajor cities. The result shows that eight narkets
are inefficient in short run. Further analysis indicates that sone participants, such as hone builders,
can gain benefit from this kind of short-run inefficiencies while other investors cannot due to low
liquidity and high transaction cost. If real estate derivatives energe in the future, there will be
nore opportunities for ordinary investors to arbitrage. Hence, housing narkets will be less ineffi-

cient.

Keywords: Efficient—market—hypothesis Housing market efficiency Housing price forecast
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