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Nonlinear Convergence in City Level
Housing Prices of China

Zhang Dayong and Liu Ziyin
(Southwestern Unversity of Finance and Economics, Research Institute of Economics and
Management, Chengdu 610074, China)

Abstract: This paper uses panel threshold autoregressive model and bootstrap method to
test for convergence in Chinese housing market since the 2008 sub-prime crisis. We find that
the simple linear model cannot show accurately the dynamics of housing prices in China.
Empirical results based on the nonlinear convergence test show that convergence exist in
certain conditions for all 33 cities. Further analysis in sub-samples based on income and
location show that high GDP cities and those in eastern China do not converge, whereas
low income cities or those in the center/western China partially converge. Regime switching
mostly appears around 2010, when the government put forward a series strong policy inter-
ventions. Our results can potentially help to understand the mechanism in Chinese housing
market and contribute to policy analysis.

Keywords: Housing Prices Convergence; Nonlinear; Bootstrap; Panel Threshold Auto-
regression
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