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ABSTRACT

Keywords: Real Estate Cycle Indicators

“Taiwan Real Estate Cycle Indicators Quarterly Report “published
by Architecture and Building Research institute, Ministry of The Interior
(ABRI) has already developed long-term and public trusting real estate
cycle information. With the changes of economical structure in recent
years, it is necessary to re-exam the adequacy of the original analysis
model and research approach. This study employs methods of literature
review, secondary information analysis, and expert consultation.
Subjects for research and findings are described as follows: Comparing
the mechanism and method of revealing cycle indicators relevant
information by other governmental departments in Taiwan, the real
estate cycle indicators published by ABRI is a comprehensive indicator,
which cannot present the secondary market information of an area.
Besides, the true market information is difficult to obtain and it is hard
to present current market situation.

In discussion of analysis model, the estimation results showed that
real estate leading indicator did affect real estate synchronous indicator.
Real estate leading indicator can be wused to predict real estate
synchronous indicator for about two quarters. It shows that the leading
period is not long enough to warn the public early when the market
suddenly changes.

Secondly, the basis cycle and the check value interval have not

revised in accordance with the influence of social and economical

XV
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changes for a long time. Thus, the explanation ability of the cycle
indicators needs to be improved. The sampling size of surveys
conducted by private companies was too small to demonstrate
representativeness over the years. Moreover, the parameters of the
analysis model were unable to process regional data so that the model
cannot reflect the market conditions of different areas. Also, long-term
and steady information about real estate trading value and amount was
lacked. The issues above are originates with restrictions of information
character.

As information utilization and demand was concerned, the study
results showed that there was no similar information that can be
compared objectively in Taiwan. The monitoring indicators were
subjected to provide the basis for making policies. However, there was
no policy making institute or department totally correspond to real estate
information that the early warning function cannot work successfully.
The composite indicator provided mostly the comprehensive data, which
was not made for the public or single industry's to consult. As a result,
the total benefit was limited.

The information was sent primarily by industry associations or
academic research institutions and seldom by governmental department
in other countries. The analysis emphasized on existing real estate
indicators and does not focus on predicting tendency, so as to ensure not
to excessively intervene market. Review the cycles over the years since
first announced real estate cycle indicators in Taiwan by ABRI, the
indicator was yellow-blue light (score 10) that represented slightly slow

business at the first quarter in 1999 and turned upwards thereafter. The

XVI
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indicator was green light (score 14) that represented steady business at
the first quarter in 2004 and turned downwards thereafter. The
indicator was blue light (score 6) that represented slow business at the
first quarter in 2009 and turned upwards gradually thereafter. The
indicator was green light (score 14) again at the second quarter in 2010.
The real estate cycle indicators were able to perform indication and
warning functions during that time and built market mechanism naturally.
It showed that the mission of ABRI as conducting real estate cycle
indicators was achieved.

Concluded from the analysis above, the suggestions are proposed as

follows:

Suggestion 1

Adjust Publication method of real estate cycle indicator score and
light: A short-tern suggestion
Responsible Organization: Architecture and Building Research

institute, Ministry of The Interior

Current real estate cycle indicators, both score and light, leading
indicator and simultaneous indicator are all comprehensive analyses
indicators that were difficult to present the secondary market information
an area. In order to avoid misleading the public to apply indicators in
whole area without exception, the comprehensive indicator should not be
announced temporarily. Current analysis results can be referenced
within governmental departments instead of releasing 1in press

conferences.
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Suggestion 2

Re-exam the real estate cycle indicator analysis model and build a
periodical review mechanism: A Mid-tern or long-term suggestion
Responsible Organization: Architecture and Building Research

institute, Ministry of The Interior

The explanation ability for the real estate cycle indicator of the
current analysis model still needs to be improved. With the limitation
of short leading indicator prediction periods, lack of representativeness
of surveys conducted by private companies, and restrictions of
information character, several model adjustments should be made. The
parameters should be screened immediately, and the cycle fluctuating
trend should be redefined. Also, the model should be revised and
periodically reviewed due to market structure changes under social and

economical changes.

Suggestion 3

The real estate cycle indicator quarterly report should be edited and
published by governmental department that responsible for housing
policy: A short-tern suggestion

Responsible Organization: Construction and Planning Agency,
Ministry of The Interior

Assistant Organization: Architecture and Building Research institute,

Ministry of The Interior

Based on Executive Yuan, November 21 2007, Tai Jian Zi No.
0960050731 Letter, this case was integrated into Total Housing Policy

Objective 1: Healthy Housing Market, Strategy 3: Enhancement of

XVIII
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Housing Market Supply and Demand Guide and Total Amount Control
Plan since 2008 held by ABRI. However, based on the responsibilities
integration principle for residential building information, the real estate
cycle indicator quarterly report should be edited and published by
housing affairs responsible governmental department - Construction and

Planning Agency, Ministry of The Interior.
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(=) R
~ & 3 #-12 Augmented Dickey-Fuller(ADF)4r Phillips-Perron(P.P):& i

Hie 20§ ADF 2 PP ST 408 o & B PP Tiu e A7 E 92 5 i

»

7l % ADF Bi 484 Bk @ PP AT & 2404 A & BRI AR USRI A
P ERZAELERT] - B TR 5407

24-3-1- EPRBaritl

ADF it
Null Hypothesis: P& ﬁﬁﬁ‘uﬁ]}f—%‘ has a unit root
t-Statistic Prob
ADF TEST -4.4512 0.0004
Test critical values: 1% level -3.4752
5% level -2.8811
10% level -2.5773
PPAmE
Null Hypothesis: % #& ﬁ_ﬁlﬁl&'ﬂlﬁ' has a unit root
| Adj. t-Stat Prob
P.P At -3.8555 0.003
Test critical values: 1% level -3.4749
5% level -2.881
10% level -2.5772

(FR &R 2T AR

ADF &
Null Hypothesis: % #9& [FIJ # }‘Eﬂ%‘ has a unit root
t-Statistic Prob.*
ADF TEST -3.8053 0.0189
Test critical values: 1% level -4.0217
5% level -3.4407
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10% level -3.1448
P.P @t
Null Hypothesis: 4% IFil H ?ﬁ’l@ has a unit root
Adj. t-Stat Prob.*
P.P TEST -3.6282 0.0308
Test critical values: 1% level -4.0213
5% level -3.4405
10% level -3.1447

(FRKR © 27 FHR)

HIp R IES m A

B F S E AR

(=) »&p (VARG £ 374 8 & #°73) (VECH)
IR ERR TR T R EROTRAT D FL A AFTRY v B p AR F
(VAR) % 7R % 3 AAF 245 4t 5 5 A T H 47 4R M 14
(1) SIC Ep ) zxisdr + d SIC g2 SH 5 LAG & # -
% 4-3-3-» & pAmFt
% i AIC SIC % e i AIC SIC
1 6.841003 6.962511 6 6.729902 7.268601
2 6.736683 6.940114* 7 6.73947 7.36394
3 6.749612 7.035711 8 6.769855 7.480904
4 6.722246 7.091772 9 6.78719 7.585636
5 6.678126* 7.131847 10 6.846989 7.733665
xR TR R

(FR &R 2T AR

OESTESY IEES FENY DUy P Y PP Ty 12
:fﬂ 3 P o
2 4-3-4-w & pAuFnit
ETEElE i 174 SR FHAAR
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FrE SE ARG ATHRG R
Ll Y e Q) 1.100805*** 0.195422%*
B RC) 0.327114%+% 10.226249%%
HEE [ﬁj*ﬁ:ﬁ’lﬁ(-l) 0.004149 1.135734***
SR [ﬁJH? ?IE,)I%(-Z) 0.022425 -0.177535%***
C 19.55468*** 7.612837
R-squared 0.737308 0.930693
Adj. R-squared 0.729908 0.928741
Sum sq. resids 189.9131 288.8293
S.E. equation 1.156467 1.426187
F-statistic 99.63901 476.7138
Log likelihood -227.4098 -258.2261
Akaike AIC 3.162038 3.581307
Schwarz SC 3.263753 3.683023
Mean dependent 09.26511 108.8287
S.D. dependent 2.225242 5.342637
Determinant resid covariance (dof adj.) 2.702251
Determinant resid covariance 2.521551
Log likelihood -485.1462
Akaike information criterion 6.736683
Schwarz criterion 6.940114
£ o#x o, P e 0,05 ;5 ** > Pl EE 0.01

(FR KR 2P T FH)

(2) F1% M g

d F% M e L7 400 5 247 L4k Granger Cause % ¥ A F % 4p 1%

oo

# 4-3-5~ F]1% M g Lt

VAR Granger Causality/Block Exogeneity Wald Tests

Dependent variable: ¥Ii% ﬁEJ ifm‘%'!
Excluded Chi-sq df Prob.
HEE [FIJ‘H? ?E’F'—;‘ 1.93974 2 0.3791
Dependent variable: 9% [fl# #i4&
Excluded Chi-sq df Prob.
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ErEal 3

-

5.12436

2 | 0.0771*

E f@% A not granger cause B
!

=t
I

* 5 P fli5% 0.1

Pairwise Granger Causality Tests

Lags: 2

Null Hypothesis:

Obs F-Statistic

Probability

HHI® [Fd H ?’F’[?F? does not Granger Cause 147 0.96987

el YR

0.38163

R [

SR ﬁﬁﬁ;}ﬁ@ does not Granger Cause | 147 2.56218

0.0807*

= 1% P 30,1
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d Bl 4-3-1 7 &> 38 197303 B 43| 200604 B e 5 A | 7558 > %

F A R RIERIS T 2 18 ke A dp iR Bt b A auE .

(1) ey s v %4 (MAPE)

BRELFZF VA (S AMYO REMTIEEL S B PE R
4 MAPE -
MAPE=(1255.986/149)x100%=38.43%
Flgt o 72 VAR fe gt st o AR A iRIERIS £ 2 18 chle o dp ik o 1 3o MAPE
@ﬁSA%’wiawﬁﬁﬁwzf’ﬁwﬁi%%ﬁﬁl%oﬂ&’uﬁiﬁ

BIFRA F2 Bns R AR F R BREASE o

T
i
-g;\}.

d PR 0 SR AARBRERSRIET S 102 TERA] o F R
PR p AR FE AR A AR R L SR AR HRES LA
o @I SE A AR RS EIR TR AR RENER TR A 2 %
A S E A ARRTER S E AR KRS o

B fs 1 PE 2 MAPE krzind £ 2 £ 82 #rmrfd 75 PE & 2006Q4 2 2 4138

TOIRRIGFA R S kR 2 L2 MAPE i 8.43% 0 A Mk e
FagH il & RFG VAR BN o RHpEEDp - s a PR

ﬁ¥oﬂwv@?@¢@ﬁwﬂa§7Wwwﬁ@ﬂ’irwaﬂgawﬁ@%

LR ha Mo k2R BT UL ARSI REE AALESFERE

pul

Pt T 0 RS (S ER Bl -

% 4-3-6~ & 2R3 FLE A (PE)

F 5 PE F5 PE F % PE
1973Q3 8.88% 1985Q4 12.07% 1998Q1 5.92%
1973Q4 11.03% 1986Q1 11.30% 1998Q2 7.89%
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1974Q1 13.59% 1986Q2 11.83% 1998Q3 7.14%
1974Q2 12.42% 1986Q3 10.32% 1998Q4 1.11%
1974Q3 8.87% 1986Q4 10.88% 1999Q1 7.23%
1974Q4 11.50% 1987Q1 10.29% 1999Q2 9.05%
197501 10.84% 1987Q2 9.65% 1999Q3 10.33%
1975Q2 10.04% 1987Q3 9.73% 1999Q4 9.28%
1975Q3 10.55% 1987Q4 1.09% 2000Q1 10.95%
1975Q4 9.58% 1988Q1 6.87% 2000Q2 9.21%
1976Q1 9.56% 1988Q2 8.55% 2000Q3 6.47%
1976Q2 10.67% 1988Q3 12.46% 2000Q4 6.62%
1976Q3 11.71% 19838Q4 13.81% 2001Q1 6.68%
1976Q4 10.95% 1989Q1 10.06% 2001Q2 6.45%
197701 10.78% 1989Q2 12.60% 2001Q3 5.82%
1977Q2 10.05% 1989Q3 13.20% 2001Q4 6.20%
1977Q3 9.11% 1989Q4 10.14% 2002Q1 5.32%
1977Q4 9.67% 1990Q1 9.51% 2002Q2 4.45%
197801 8.56% 1990Q2 8.73% 2002Q3 3.45%
1978Q2 1.21% 1990Q3 7.65% 2002Q4 1.71%
1978Q3 8.57% 1990Q4 10.07% 2003Q1 -0.92%
19780Q4 1.12% 1991Q1 10.95% 2003Q2 -0.13%
1979Q1 6.99% 1991Q2 12.14% 2003Q3 2.25%
1979Q2 11.54% 1991Q3 12.26% 2003Q4 4.57%
1979Q3 16.45% 1991Q4 10.27% 2004Q1 1.59%
1979Q4 17.56% 199201 9.83% 2004Q2 1.44%
198001 18.55% 1992Q2 9.66% 2004Q3 1.27%
1980Q2 19.24% 1992Q3 8.48% 2004Q4 0.97%
1980Q3 17.20% 1992Q4 6.46% 2005Q1 2.33%
1980Q4 16.34% 1993Q1 7.43% 2005Q2 1.37%
1981Q1 15.95% 1993Q2 9.58% 2005Q3 -0.22%
1981Q2 15.33% 1993Q3 9.55% 2005Q4 1.14%
1981Q3 13.38% 1993Q4 9.47% 2006Q1 241%
198104 12.41% 1994Q1 9.33% 2006Q2 1.30%
1982Q1 13.75% 1994Q2 1.80% 2006Q3 0.54%
1982Q2 13.82% 1994Q3 7.81% 2006Q4 1.10%
1982Q3 13.18% 1994Q4 71.04% 2007Q1 1.77%
198204 14.93% 1995Q1 4.23% 2007Q2 -0.25%
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198301 15.90% 1995Q2 4.09% 2007Q3 1.22%
1983Q2 15.40% 1995Q3 4.06% 2007Q4 2.26%
1983Q3 15.59% 1995Q4 3.56% 2008Q1 0.48%
198304 14.06% 1996Q1 5.83% 2008Q2 5.65%
1984Q1 11.99% 1996Q2 1.22% 2008Q3 3.42%
1984Q2 11.58% 1996Q3 8.71% 2008Q4 3.36%
1984Q3 9.59% 1996Q4 4.76% 2009Q1 4.74%
1984Q4 10.56% 1997Q1 4.59% 2009Q2 1.02%
1985Q1 9.80% 1997Q2 6.67% 2009Q3 10.80%
1985Q2 11.40% 1997Q3 7.42% 2009Q4 12.05%
1985Q3 13.36% 1997Q4 6.05% 2010Q1 12.93%
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