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Housing Price Convergence : Evidence from China Cities

Xiang Tao, Xu Zhenhui

(Center for Economics, Finance and Management Studies, Hunan University, Changsha, 410000)

Abstract: In this paper, we investigate if there is any evidence of convergence across different regional
housing markets in China. In the literature, numerous studies show that China’s domestic markets are
segmented. If regional housing markets are also segmented, then the central government’s economic
policies are likely to be ineffective in regulating the regional housing markets. In this paper, we mainly
utilize the Log t convergence test to analyze the urban housing market in China. Compared with the
traditional convergence test, the Log t convergence test introduces nonlinear time-varying factors
representation that allows for a wide range of transitional dynamics and individual heterogeneity. We
analyze the changes of housing price in 67 large and medium-size cities in China from April 2006 to
June 2018 and examine two kinds of traditional definition of economic regions and administrative
regions. Based on the housing price index, we divided 67 cities into five convergence groups. Based on
the nominal housing price, we divided 67 cities into seven convergence groups with one divergent city.
The results of this study support our hypothesis. Therefore, we suggest that the central government
should take the lead in combating the ever-rising housing prices at the national level with proper

economic policies rather than administrative decrees.

Keywords: Regional Economics; China’s housing market; Relative convergence
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