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Application of the New Commodity Housing Absorption Period in

Monitoring Housing Markets

YANG Fan LIU Hong-yu WU Jing
( Hang Lung Center for Real Estate Tsinghua University Beijing 100084 China)

Abstract: Absorption period is a critical indicator measuring the level of housing liquidity in housing markets. This paper
presents the application mechanism and method of the new commodity housing absorption period in monitoring housing
markets. The supported empirical study is also given based on the data from the 40 major cities in China. The results
show that there is an equilibrium level of absorption period indicating that the supply and demand of housing are equilib—
rium and housing price will be stable. The difference between the actual absorption period and its equilibrium level can
be used as an important indicator for monitoring the housing market development. That is when the absorption period is
greater than the equilibrium level the probability of housing price decreasing will increase and the quantity of land pur—
chase and housing starts will decrease; when the absorption period is smaller than the equilibrium level the probability
of housing price rising and the quantity of land purchase and housing starts will both increase. Based on the results of the
empirical study it is found that the equilibrium levels of absorption period in the 40 major cities are quite different from

each other and the average level is about 12 months. Beside the differences in the quality of housing statistics there are
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some other factors affecting the equilibrium level such as the expectation of housing price growth land and construction

cost market risk and developers” monopoly power. As a result in practice the equilibrium levels of absorption period

should be set individually in different cities.

Key words: housing liquidity; absorption period; housing market monitoring; market equilibrium
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