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Urban Openness and Real Estate Prices:
Empirical Evi-dence from Thirty
—Five Large Scale Chinese Cities

Wang Songtao
(Institute of Real Estate Studies Tsinghua University Beijing 100084 China)

Abstract Balassa-Samuelson hypothesis argues that during the period of fast economic growth

the differential rates of productivity growth in the traded goods sector raised the relative cost of

non-tradable goods sector thus enhancing the relative prices of non-tradable goods and services.

This paper utilizes a dataset of thirty—five major Chinese cities as well as the panel data regres-

sion techniques to empirically examine the effectiveness of Balassa-Samuelson hypothesis when

applying to the typical non-tradable goods sector the real estate. The empirical results confirm

our research hypothesis that there are significant positive correlations between the urban openness

variable and the real estate prices. When the urban openness increase by 1% the urban real estate

price will increase by 0.066%. Real estate prices are not only related to property market and urban

factors but also are impacted by open economy variables. The conclusion of this research not

only provides new evidence to forecast the real estate price movements during the global eco-

nomic recession but is also of value for the practice of government intervention in the property

market.
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Regression Model
JEL Classification F43 E30 R32

102



