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Abstract 
 

Previous studies often investigate the long-run relationship between

housing markets under a linear framework, ignoring the possible presence of 

nonlinearities since these two markets may behave different risk characteristics. 

stock and housing markets, the stock price shows large volatility 

while the housing price exhibits less volatility. In such cases, these two markets 

likely to exhibit less correlation. Conversely, good news causes the prices to increase in 

both markets, and thus suggest the existence of the wealth effect (or cointegration). As a 

risk characteristics may have a potential impact on the long

two markets. This thesis applies a new quantile unit root 

developed by Koenker and Xiao (2004) to investigate the long-run relationship 

housing and stock markets in the US and China. Our empirical results suggest

shocks with large magnitudes found at the upper quantiles tend to induce strong 

mean reversion, indicating the presence of the wealth effect; on the contrary,

er quantiles do not. A graphical examination of the quantile 

results shows that positive shocks that induce mean reversion seem to frequently occur 

when the stock market return is positive, while negative shocks 

largely occur during the period when the stock market return is negative. 
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