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An Analysis of Real Estate Market Structure Considering
Interrelationship between Space and Capital Markets
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Abstract: Much of research on real estate markets has focused either on

space market or capital market. In fact, these two markets are highly interrelated:
fundamental connections exist between the space market which determines rent
and the capital market which determines asset price. However, there has heen
little research about this linkage, especially within a single metropolitan area.
The purpose of this research is to identify the relationship and to explain the
spatial rent and price variation within a metropolitan area, with using observable
rent data unlike most previous studies that suffer from limitation of using rent
proxies.

The research explores the existence of the linkage, and the variation of rents
and asset prices. This research recognizes the distinction between use decisions
made in the space market and investment decisions made in the capital market.
This research clarifies which factors affect rents and asset prices separately, and
estimates the rents and prices simultaneously. The two-stage least squares
method is applied to avoid a simultaneous-equations bias problem. The empirical
results strongly support the hypothesis for the existence of the linkage. The
results also show that rents are substantially determined by use decisions,
whereas asset prices are determined by investment decisions. These results
suggest that an understanding of underlying market structure contributes to
conclusive findings.
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o w5 (F95) 0.060(4.15)%%*x* -0.054(-3.14)*xx
A4 7L A (P) 0.465(17.58)***

Ad7tA(0) 0.653(13.14)***
2] 72 (n) 0.014(3.83)**x

HEHTE(s) -0.015(-1.17) 0.303(23.94) % **
EXHEW ~(0.101(=9.29)***
AERAMIAF (@) ~0.066(—8.42)%*x 0.099(9.48)**x
ERAZHE) 0.005(1.91)*

F X E.(k) 0.020(5.20)%*x*

A+ (p) -0.096(-4.68)* *x*

A7 AE(d) ~0.050(~-3.89)x** 0.216(15.92) x**
A3 71E 3 (b) 0.041(6.99)***

A 7HL) 0.256(10.14) ***
25 W) 0.184(10.36)%*x*

EA7A 9] A2 -0.084(-5.40)%**

o] zH-& (i) 0.150(8.47) % ** -0.365(~14.75)***
A7 F e 0.223(7.80)* *x
A7t EF () 0.180(17.87)%**

A7 8 (g) -0.015(-1.19) 0.074(4.31)%xx
A9 AAA$(Adl. R-Sa.) [0.732 10.788

A8 2,998 2,998

() t-3t, #xx 1 % FAFE, » 5 % FAFE, « 10 % FA5E.
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<E 6> HAiAeYol 9 FAF simultaneityo] ¥ &3 d3

kb A7 4 A4 714

A58 2.004(12.12)%*x* 0.039(0.13)
gujd<sl (F91) =0.043(-2.80)#%*x 0.002(1.03)
o2 (£92) -0.056(-4.47)*** -0.168(~11.61)%*x
o433 (743) -0.020(-1.64) -0.049(-3.56)%**
g d54 (F94) -0.031(-2.26)** -0.080(-4.93)%*x
H o E5 (F95) -0.058(~4.71)**x -0.054(~3.19)***
A 74 (0) 0.781(57.14)»xx* 0.653(13.13) %%
HE T E(s) 0.284(40.67)*** 0.303(24.29) %%
L£H & ~0.225(-27.26) % * -0.101(-9.43) %%
AEANIAS (a) 0.067(7.35) %% 0.099(9.62)% *x
A7 % (d) 0.076(7.80)*xx 0.216(16.15)%xx*
%3718 A (b) 0.029(6.76)*** 0.041(7.09)*xx*

A 7HL) 0.169(10.26)**x* 0.256(10.29)**x*

o) 2F& () -0.396(~25.60) **x* -0.355(~14.96)***
a7 Z 2HeY) 0.139(9.55)x** 0.223(7.91)%*x*

el T+ 3 (g) 0.143(11.85)%*x* 0.074(4.37) %%
Zk2}H(r) 0.183(3.48)*xx
FA9 AA A+ (Adi. R-Sa.) [0.765 0.816

A5 2.998 2,998

() =gk, w1 % FATE, +x 5 % FAFE, » 10 % FAFE.
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