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H eterogeneous Boundedly Rational Expectation M odel

for Housing M arket

LEUNG Andrew YT, XU Jiana, TSUIW ing-shum
(LDepartm ent of Buiding and Con stru ction, City University of Hon gKong,
Hon gKong, P.R. China;

2 PostdoctoralCentre, China M erchan ts Group Lim ited,
27K, China M erchan ts Tow er, Shun Tak Centre, 168200 Connaught Rd. C.,
Hong Kong SAR, P.R.China)

Abstract The housing price dynam ics was tested when considering heterogeneous boundedly

rational expectations such as nave expectation adaptive expectation and biased belief Hous-

ing m arketw as investigated as an evolutionary system w ith heterogeneous and competing ex-

pectations The results show that the dynam ics of the expected housing price varies substantial

ly when heterogeneous expectations are considered together w ith san e other endogenous fac-

tors The simulation results explain some stylized phenomeng such as equilibriim or oscilla-
tion convergence or divergence and over-shooting or under-shooting Furthemore the re-
sults suggest that the variation of the proportion of each group of the agents is basically depend-

ent on the selected strategies It is indicated that controlpolicies should be chosen carefully in

consistence with a unique real estate m arket during a unique period since san e certain param e-
ters portfoliom ay increase or suppress the oscillation

Key words evolitionary systam; housing price dynamics heterogeneous expectations
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