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On the Causal Relationship between Housing and Land Prices:
A Model and Evidence from China, 1998-2005

Zhang Qingyong

Abstract: Based on basic models of urban economics, the paper models causal relationship
between housing and land prices, indicating that price of land is the result--not the cause--of
housing prices. In addition, using quarterly data from Chinese housing market, empirical results
show that RHP with RLP, and SRHP with SRLP are respectively cointegrated, denoting long term
equilibrium between them; RHP is the short and long term Granger cause of RLP, while not vice
versa; SRHP Granger causes SRLP both in the short and long run, but not vice versa; however,
there is no cointegration between HRHP and HRLP, meaning no long term equilibrium between
them.
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