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Research on the Dynamic Effect of Adaptive
Expectation of Housing Prices on Land Prices
Based on Behavioral Finance

HUANG Jing"?, WANG Hong-wei',KE Sheng-pei®

(1. School of Public Economics and Administration » Shanghai University of Finance
and Economics, Shanghai 200433, China ;2. Business College , Shanghai Normal
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Abstract; By employing adaptive expectation theory and prospect theo-
ry in behavioral finance, this paper theoretically analyzes the characteristics
of land auction behavior of developers and first constructs a model of the
asymmetric dynamic relationship between the expectation of housing prices
and land prices. Then it makes an empirical test by the data in China and
reaches the following conclusions: firstly, real estate developers form future
expectation of housing prices based on the historical data of housing prices
and judge land values in accordance with the expectation of housing prices;
secondly, the effect of developers’ expectation of housing prices on land
prices is dynamic and asymmetric; thirdly, developers are apt to be risk a-
version on the stage of better than expected, and are inclined to be risk lov-
ers on the stage of worse than expected. Moreover, the increase in land value
assessment on the stage of better than expected is greater than the reduction
in land value assessment on the stage of worse than expected.

Key words: behavioral finance; adaptive expectation; prospect theory;
developer
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