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		Abstract

		Like many other assets, housing prices are quite volatile relative to observable changes in fundamentals. If we are going to understand boom-bust housing cycles, we must incorporate housing supply. In this paper, we present a simple model of housing bubbles which predicts that places with more elastic housing supply have fewer and shorter bubbles, with smaller price increases. However, the welfare consequences of bubbles may actually be higher in more elastic places because those places will overbuild more in response to a bubble.The data show that the price run-ups of the 1980s were almost exclusively experienced incities where housing supply is more inelastic. More elastic places had slightly larger increases in building during that period. Over the past five years, a modest number of more elastic places also experienced large price booms, but as the model suggests, these booms seem to have been quite short. Prices are already moving back towards construction costs in those areas. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Glaeser,  Edward L. and Gyourko,  Joseph E. and Saiz,  Albert and Saiz,  Albert, Housing Supply and Housing Bubbles (July 22, 2008). Harvard Institute of Economic Research Discussion Paper No. 2158,  Available at SSRN: https://ssrn.com/abstract=1169182 or http://dx.doi.org/10.2139/ssrn.1169182 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Edward L. Glaeser (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Harvard University - Department of Economics  ( email )

			

			
			
				
				
				
					Littauer Center
Room 315A
Cambridge, MA  02138
United States
617-496-2150 (Phone)
617-496-1722 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				Brookings Institution 

			

			
			
				
				
				
					1775 Massachusetts Ave. NW
Washington, DC  20036-2188
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Joseph E. Gyourko

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: University of Pennsylvania - Real Estate Department]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Pennsylvania - Real Estate Department  ( email )

			

			
			
				
				
				
					Philadelphia, PA  19104-6330
United States
215-898-3003 (Phone)
215-573-2220 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Albert Saiz

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				MIT Department of Urban Studies and Planning  ( email )

			

			
			
				
				
				
					77 Massachusetts Avenue
50 Memorial Drive
Cambridge, MA  02139-4307
United States
617-252-1687 (Phone)
617-258-6991 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: IZA Institute of Labor Economics]
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				IZA Institute of Labor Economics 

			

			
			
				
				
				
					P.O. Box 7240
Bonn, D-53072
Germany

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      649

			

		
		
		
			Abstract Views

			   24,688

		

		
		 
		
			Rank

			   66,618

		

		
	


	
		
            
            	      109 Citations
		

	

	
		
			
				       31 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    The Wharton School, University of Pennsylvania Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                The Wharton School, University of Pennsylvania Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            5,891

                                    

                                    
                                        PAPERS

                                            3,138

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Marcella Barnhart at University of Pennsylvania - The Wharton School, Mia Wells at University of Pennsylvania - The Wharton School

                                    

                                
                            

                        

                    

                
	
                    Real Estate eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Real Estate eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,196

                                    

                                    
                                        PAPERS

                                            9,859

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Dennis R. Capozza at Ross School of Business, University of Michigan, William N. Goetzmann at Yale School of Management - International Center for Finance

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    Urban Research eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Urban Research eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              805

                                    

                                    
                                        PAPERS

                                            9,040

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Eugenie L. Birch at Department of City and Regional Planning, School of Design, University of Pennsylvania, Susan M. Wachter at University of Pennsylvania - Wharton School, Department of Real Estate 

                                    

                                
                            

                        

                    

                
	
                    Urban Economics & Regional Studies eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Urban Economics & Regional Studies eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              730

                                    

                                    
                                        PAPERS

                                           22,119

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Did Securitization Lead to Lax Screening? Evidence from Subprime Loans

                        
                            By
                                
                                
                                    
                                    Benjamin J. Keys, 
                                    
                                
                                    
                                    Tanmoy K. Mukherjee, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Consequences of Mortgage Credit Expansion: Evidence from the U.S. Mortgage Default Crisis

                        
                            By
                                
                                
                                    
                                    Atif R. Mian
                                     and 
                                
                                    
                                    Amir Sufi
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Consequences of Mortgage Credit Expansion: Evidence from the 2007 Mortgage Default Crisis

                        
                            By
                                
                                
                                    
                                    Atif R. Mian
                                     and 
                                
                                    
                                    Amir Sufi
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Understanding the Subprime Mortgage Crisis

                            
                                By
                                    
                                    
                                        
                                        Yuliya Demyanyk
                                         and 
                                    
                                        
                                        Otto Van Hemert
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Assessing High House Prices: Bubbles, Fundamentals, and Misperceptions

                            
                                By
                                    
                                    
                                        
                                        Charles P. Himmelberg, 
                                        
                                    
                                        
                                        Christopher J. Mayer, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Assessing High House Prices: Bubbles, Fundamentals, and Misperceptions

                            
                                By
                                    
                                    
                                        
                                        Charles P. Himmelberg, 
                                        
                                    
                                        
                                        Christopher J. Mayer, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Understanding the Securitization of Subprime Mortgage Credit

                            
                                By
                                    
                                    
                                        
                                        Adam B. Ashcraft
                                         and 
                                    
                                        
                                        Til Schuermann
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Housing Supply and Housing Bubbles

                            
                                By
                                    
                                    
                                        
                                        Edward L. Glaeser, 
                                        
                                    
                                        
                                        Joseph Gyourko, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Urban Growth and Housing Supply

                            
                                By
                                    
                                    
                                        
                                        Edward L. Glaeser, 
                                        
                                    
                                        
                                        Joseph Gyourko, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Urban Growth and Housing Supply

                            
                                By
                                    
                                    
                                        
                                        Edward L. Glaeser, 
                                        
                                    
                                        
                                        Joseph Gyourko, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.126 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
