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a b s t r a c t
Rising asset prices spurred by Asia's emerging economy have drawn
much attention recently. This study examines one source of growth
patterns in asset prices by analyzing the integration relationship
between stock markets and real estate markets in Asia. Six economies
are selected for empirical analysis: China, Hong Kong, Japan,
Singapore, South Korea, and Taiwan. Results show that stock markets
are integrated with real estate markets in Japan, and partially
integrated with real estate markets in China, Hong Kong, and Taiwan.
This implies that these two investment vehicles are substitutable in
China, Hong Kong, Japan, and Taiwan, and provide diversiﬁcation
potential for investment portfolios in South Korea and Singapore.
Examining the timing of market changes, we found the real estate
market leading the stock market in some countries, and the stock
market leading the real estate market in others. We conclude that
stock and real estate markets show a variety of inter-relationships
depending on economic and political policy environments.
© 2011 Elsevier B.V. All rights reserved.

1. Introduction
Real estate and stocks are important assets for most investors. The liquidity and the relationship of
these two assets have often attracted the attention of both homebuyers and investors. Stock is the most
convenient form of investment for many. It offers relatively high liquidity and transparency of transaction
information compared with other investment vehicles. For most households, however, real estate is
probably the most important and expensive asset to obtain. In Asia real estate is especially preferred, due to
traditional values and to the region's high population density.
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Stock and real estate values are also inﬂuenced strongly by economic conditions (e.g., economic
growth, inﬂation, interest rates, employment, ﬁnancial crisis, and so on). For example, the 2008
subprime mortgage crisis that began in the U.S. had a signiﬁcant negative impact on both stock and
real estate prices in the six markets surveyed, as shown in Figs. 1 and 2. However, the differential
effects of these conditions on these assets have repeatedly drawn the attention of investors,
households, and scholars. On the one hand, if there is an integrated relationship between markets
for these two assets, this implies that they are substitutable or interchangeable. Investors may be
able to predict one market through observing the other's performance. On the other hand, the stock
market may also react independently of real estate market due to various market conditions or government
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Fig. 1. The movements of Asian stock markets.

