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Doesthe asymmetric wealth effect exist between the stock and

housing mar kets? Evidence from the quantile unit root test
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Abstract

Previous studies often investigi¢he long-run relationshipetweel the stock and
housing markets under a linear framewoignoring the possible presence
nonlinearities since these two markets may beh#fereht risk characteristicWhen
bad news hits thetock and housing markets, the stock price showge l&olatility
while the housing price exhibits less volatility $uch caseshese two marketare
likely to exhibit less correlation. Convers, good news causéise prices to increase
both markets, and thus suggest the existence afeléh effect (or cointegration). As
result, difference in thesk characteristics may have a potential impacthenlon¢-run
relationship between thisvo markets This thesis applies a neguantile unit rootest
developed by Koenker and Xiao (2004) to investithe longfun relationshifbetween
the housing and stock mark in the US and Chin@ur empirical results sugg that
positiveshocks with large magnituc found at the upper quantilesnd to induce stron
mean reversion, indicating the presencdhe wealth effect; on the contra negative
shocks found at the l@v quantiles do notA graphical examination of the quant
results shows that positive shockst induce mean reversion seem to frequently o
during the periodwhen the stock market return is posi, while negative shock
largely occur during the period when the stock rearkturn is negativeOur findings
support the presence tie asymmetric wealth effect betwedime housing and stoc

markets, conforming to those Tsai et al. (2011).
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