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		How shocks in one market influence the returns and volatility of other markets has been an important question for portfolio managers. In the finance literature, many studies found evidence of volatility spillovers across international markets, as well as between spot and futures markets. Although real estate is often regarded as a good vehicle for diversification, the dynamics of its volatility transmission have been largely ignored. This paper provides the first study to examine volatility spillovers between the spot and forward (pre-sale) index returns of the Hong Kong real estate market through a bivariate GARCH model. Transaction-based indices were used so that our volatility modelling was free from any smoothing problem. Our results showed that real estate returns exhibited volatility clustering, and the volatility of the forward market was more sensitive to shocks than the spot market. Moreover, volatility was mainly transmitted from the forward market to the spot market, but not vice versa. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: volatility spillover, pre-sale, bivariate GARCH

	
	

	
    

    
	

	
	
		JEL Classification: G14, R29, C22

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Wong,  Siu Kei and Chau,  Kwong Wing and Yiu,  Edward Chung Yim, Volatility Transmission in the Real Estate Spot and Forward Markets (October 15, 2006). Journal of Real Estate Finance and Economics, Vol. 35, No. 3, 2007,  Available at SSRN: https://ssrn.com/abstract=1009620
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Siu Kei Wong (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Hong Kong  ( email )

			

			
			
				
				
				
					Pokfulam Road
Hong Kong, HK
China

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Kwong Wing Chau

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				The University of Hong Kong - Ronald Coase Centre for Property Rights Research - Economics  ( email )

			

			
			
				
				
				
					Ronald Coase Centre for Property Rights Research
Pokfulam Road
Hong Kong
Hong Kong
(852)39172128 (Phone)
(852)25599457 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Edward Chung Yim  Yiu

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: University of Auckland Business School]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Auckland Business School  ( email )

			

			
			
				
				
				
					12 Grafton Rd
Private Bag 92019
Auckland, 1010
New Zealand

				

				
			

			
				
				
					HOME PAGE: http://https://unidirectory.auckland.ac.nz/people/profile/edward-yiu
				

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [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

				      156

			

		
		
		
			Abstract Views

			    1,822

		

		
		 
		
			Rank

			  340,248

		

		
	


	
		
            
            	        1 Citations
		

	

	
		
			
				       38 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Derivatives eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Derivatives eJournal

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

                                
                                    
                                        FOLLOWERS

                                            1,946

                                    

                                    
                                        PAPERS

                                           12,483

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Stephen Figlewski at New York University - Stern School of Business

                                    

                                
                            

                        

                    

                
	
                    Real Estate eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Real Estate eJournal

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

                                
                                    
                                        FOLLOWERS

                                            1,198

                                    

                                    
                                        PAPERS

                                            9,829

                                    

                                

                                
                                    
                                        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

                                    

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Price Discovery Function of Forward Contracts in the Real Estate Market: An Empirical Test

                        
                            By
                                
                                
                                    
                                    K.w. Chau, 
                                    
                                
                                    
                                    Siu Kei Wong, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Do the Forward Sales of Real Estate Stabilize Spot Prices?

                        
                            By
                                
                                
                                    
                                    Siu Kei Wong, 
                                    
                                
                                    
                                    Edward Chung Yim Yiu, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Do the Forward Sales of Real Estate Stabilize Spot Prices?

                        
                            By
                                
                                
                                    
                                    Siu Kei Wong, 
                                    
                                
                                    
                                    Edward Chung Yim Yiu, ...
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Housing Quality in the Forward Contracts Market

                            
                                By
                                    
                                    
                                        
                                        K.w. Chau, 
                                        
                                    
                                        
                                        Siu Kei Wong, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Presales, Financing Constraints, and Developers' Production Decisions

                            
                                By
                                    
                                    
                                        
                                        Su Han Chan, 
                                        
                                    
                                        
                                        Fang Fang, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Determinants of Returns and Volatility of Chinese Adrs at NYSE

                            
                                By
                                    
                                    
                                        
                                        Ali M. Kutan
                                         and 
                                    
                                        
                                        Haigang Zhou
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Trading Volume and Price Dispersion in Housing Markets

                            
                                By
                                    
                                    
                                        
                                        Edward Chung Yim Yiu, 
                                        
                                    
                                        
                                        Siu Kei Wong, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Mortgage Prepayment and Default Behavior with Embedded Forward Contract Risks in China's Housing Market

                            
                                By
                                    
                                    
                                        
                                        Yongheng Deng
                                         and 
                                    
                                        
                                        Peng Liu
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Transaction Volume and Price Dispersion in the Presale and Spot Real Estate Market - Implications for Construction of Repeat Sales Price Indices

                            
                                By
                                    
                                    
                                        
                                        Edward Chung Yim Yiu, 
                                        
                                    
                                        
                                        K.w. Chau, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Modelling Price Dynamics in the Hong Kong Property Market

                            
                                By
                                    
                                    
                                        
                                        Sherry Zhefang Zhou
                                         and 
                                    
                                        
                                        Helen X. H. Bao
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					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   0.078 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

