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— Economic analysis (relating RPPI to fundamentals, detection of bubbles, etc.)

— Risk management by mortgage providers

— Indicator of Financial Soundness (IMF/BIS)

— Principal European Economic Indicator(Eurostat)

— Wealth measurement (National Accounts,International comparison)

— Measurement of dwelling services (CPI)
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eas a macro-economic indicator of economic growth;

efor use in monetary policy and inflation targeting;

eas a component of wealth;

eas a financial stability or soundness indicator to measure risk exposure;

eas a deflator in the national accounts;

eas an input into an individual citizen’s decision making on whether to buy (or sell) a

residential property;

eas an input into the consumer price index, which in turn is used for wage bargaining and

indexation purposes;

efor use in making inter-area and international comparisons.
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The hedonic regression method is generally the best technique for constructing a constant
quality residential property price index. Subject to the required data being available hedonic
regression using the imputations approach is the recommended method. It is furthermore
recommended that stratified hedonic indexes be computed.
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Although a natural starting point for constructing an index, the repeat sales method is not
preferred above the hedonic method for constructing a constant quality residential property
price index. However, it can offer a solution where there is limited or no information on
housing characteristics and there are a relatively large number of repeat transactions to
provide enough data points for the required types of residences and where sample selection
bias is not considered a problem. It is not recommended when a distinction needs to be made
between the price of the structure and the price of the land.
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The SPAR methodology addresses some of the weaknesses of the repeat sales methodology
and is to be preferred to the latter methodology if assessment data of sufficient quality are
available. The SPAR methodology does have its drawbacks but is recommended when the use
of hedonics is not possibl. The results from the SPAR method are improved if it is used in
congunction with stratification.
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# 1: Goodness-of-fit tests

D -statistic p -value Number of observations
Raw data
Pivs. P4 0.2016 0.000 155,347 for P 1 and 58,949 for P 4
Pavs. P4 0.1885 0.000 155,347 for P, and 58,949 for P4
P3vs. Pa 0.0432 0.000 122,547 for P 3 and 58,949 for P 4

Quality adjusted by the intersection approach

Pivs. Py 0.0584 0.000 14,890 for P, and 14,890 for P4
Povs. Py 0.0441 0.000 14,890 for P, and 14,890 for P4
Psvs. Py 0.0303 0.000 22,613 for P3 and 22,613 for P4

Quality adjusted by the quantile hedonic approach

Pi1vs. Py 0.0676 0.000 50,000 for P ; and 50,000 for P4
P2vs. Py 0.0535 0.000 50,000 for P and 50,000 for P4
Psvs. Py 0.0199 0.000 50,000 for P 3 and 50,000 for P,

x2: BEH TV Uy —RRM

Condominium Standard repeat | Case-Shiller Age-adjusted Standard Rolling hedonic
sales repeat sales Repeat sales hedonic
Standard repeat sales 0.0120 0.0019 0.0037 0.0000
Case-Shiller RS 0.2018 na. 0.0411 0.0000
Age-adjusted RS 0.0568 n.a. 0.1067 0.0000
Standard hedonic 0.0005 0.0001 0.0000 0.0000
Rolling hedonic 0.0067 0.0095 0.0025 0.2209
Single family Standard repeat | Case-Shiller Age-adjusted Standard Rolling hedonic
house sales repeat sales Repeat sales hedonic
Standard repeat sales 0.2726 0.4345 0.2119 0.0040
Case-Shiller RS 0.2397 n.a. 0.1714 0.0098
Age-adjusted RS 0.3275 n.a. 0.1622 0.0078
Standard hedonic 0.0028 0.0025 0.0023 0.0018
Rolling hedonic 0.0705 0.0642 0.0709 0.1642

Note: The number in each cell represents the p-value associated with the null hypothesis that the variable on the column does
not Granger-cause the variable on the row. Cells shaded by blue color indicate that the p-value is smaller than 0.01, and
thus the null hypothesis is rejected.



R3YE—PFE—ILRAAENT—E2 2 TILODH

. . . Time to Terminal
Price Square Time to nearest Station .

o Station number of

Average Standard Average Standard Averade Standard Average Standard | Samples

9 Deviation g Deviation 9 Deviation 9 Deviation
1 3,892.87 | 3,432.79 56.46 2241 7.49 4.29 10.71 6.94 128,012
2 4,050.46 | 3,882.40 56.77 22.07 7.70 4.28 11.21 6.97 36,266
3 4,377.27 4,513.72 57.89 22.03 7.90 4.30 11.05 6.87 17,943
4 4,631.99 | 4,833.60 59.26 23.12 8.12 4.34 11.15 6.72 8,112
5 5,019.67 5,295.51 62.15 25.40 8.19 4.22 11.04 6.87 3,400
6 5,511.07 | 6,714.36 65.28 28.50 8.04 4.19 11.00 6.76 1,509
7 5,531.80 | 4,526.07 68.12 24.96 8.74 4.75 11.32 6.94 683
8 6,171.66 | 8,110.66 67.12 24.50 8.38 4.47 10.87 6.77 380
9 5,424.64 | 4,249.75 67.68 24.71 9.44 5.30 9.86 6.62 191
Pricel Price2 Rate Duration

o number of

Average Standard Average Standard Average Standard Average Standard | samples

9 Deviation g Deviation 9 Deviation 9 Deviation

2 4,883.95 | 4,701.36 | 3,216.96 | 1,871.57 0.75 0.36 332.76 224.64 18,133
3 5,199.97 5,381.52 3,489.58 1,883.19 0.76 0.34 291.59 208.58 10,206
4 5,450.65 | 5,745.22 | 3,827.97 | 1,914.32 0.79 0.33 264.94 198.91 4,760
5 5,763.81 6,224.27 4,136.41 1,933.54 0.81 0.32 239.43 187.84 2,008
6 6,289.40 | 7,772.88 | 4,676.43 | 1,971.12 0.83 0.33 230.48 186.06 883
7 6,199.00 | 5,094.80 | 4,605.79 | 2,044.30 0.83 0.29 230.50 185.31 403
8 7,276.06 | 10,062.42 | 5,397.20 2,031.85 0.85 0.31 225.24 185.33 224
9 5,736.15 | 4,191.46 4,517.98 2,075.34 0.88 0.40 218.62 177.33 115




Timing of events in real estate o ]
Real estate price information

transaction process

Asking price in magazine
House placed on market ———pj¢——— gp g

dataset (P,)
' 10 weeks
Offer made ——»je——— Final asking price in
magazine dataset (P,)
Mortgage approved _— )
5.5 weeks
Contracts exchanged —¥
Completion of sale with ____JJe  Transaction price in realtor
Land Registry or REINS dataset (Ps)
Transaction registered with |
Land Registry
15.5 weeks
Transaction price survey _____ le  Transaction price in
based on Land Registry registry dataset (P)
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5(a): Quantile-quantile plots for raw data

Vi



Log of P1 vs. log of P4

[5;]
[=2]
©

8 10
Log of P4

Log of P2 vs. log of P4

[8;]
[=2]
~ o
© -

8 10
Log of P4

Log of P3 vs. log of P4

7 10
Log of P4

[X] 5(b): Quantile-quantile plots for quality adjusted prices by intersection approach
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