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mar k etti ofnrsi cand psychol ogi cal bi as. Results fro

s h o w botmhtletendowment effect and information asymmetry contributehts WTAWTP
disparity The information asymmetry effect can exlucedby introducing information disclosure
laws wher eas the endowment eff éedti si staayseadtby
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What Drives the WTA-WTP Disparity in Real Estate Markets? Endowment
Effect, Information Asymmetry and Housing Decisions

1. Introduction

Trading happens every day as.Aat hpea rftaabar fi ecth fuomh@ in
mar Matequent tracissgnactilvittoi dsheargeener ati on o
the growth of gl obal economies. Take a simple
cash between two countrapasdeéeémBdiiwor coamune ®a pRlr
reacagrammement .orSptelcecfenctiaadieny, maar ket transacti or
buyer 6s wiplalyi n(gWiTePs s or t he highest reservati ol
traded product) i s hingmemstchegot o rWTeAq u alr ttd et H
price that the seller subsAccbedtihheg sttbaen dtarradd ee
t heorSEeTssmar ket partici pantlst haerree aisss ulmend{ itep@ bier
buyers danipmadomeaveonstrain to buyatbdeupuvaldugt
otorreettttiyng t heiart hed Ak aphrdiodVeTPh € Wgd d d & hel P76 )
at which supplyand kgunaé¢ $o@aldiemagntdhe deal

However, it has fbreempwededly hadissapglavecidvgen t he s
WTA and t he eéxiyseebs oOWTPz & Mcconnell, @0OD;2;

Tun- el & Hafnomi trje v TRBOeRAT F atciam be as whamgd haes t1x
goodsomree sprevci foamaeetlghliissaatliaarge to be expl a
effect alone and demahldwT AWTtPe rdniast s aviaio i eaxtpi |l oann ad
predictions of pSE®Besm8Ushfdompdbrinvnmdee snemlk e $§ mc
effi ainploegs direct i mpli.caThoma¥TaAdd Riatrshpdat s It iyq
attract etdemat iloon forfonmatt he academic community a
to under st and hvweh adti sipsa wd awpseiamgi he di sparity i ni
vol ume and the market |l iquidity of traded goo

Behaviecwmalmggeé st stuhat t hei sendomajeart e&rfifeichg
obser veWT PNVTAI sTpreeaongyephd @wment ef usacaecjolnwhideh e
selddercs si onobnaldh,adjyes t ¢ h ® &0 ppgheectn o niehnsoenl | er s as
addi tviadmuuael to the duedsphediadgalt. r aBdaesle ¢  phegecopr vy
(PKahneman & T abreshkayy, ie claOn/adrpilsd sesr s6 | oss aver si
| eadanndg t he me»xpl arncabtuisotn t o t hEr iecnsdoonwm& n - u  ff

Speci fildalrlsyp, osvaner ship experience induces th
goods. By sacrificing their owneam&hl p, i sebl ér
domain. Sellers who are mor e avaemosuentt oo fl ocsosnepse

As a r esOlolsts, asveelrlddhrasmm csawlbssecsr i be extr advtehee t
mechani sm desodhbedbywbowortri butingndoebheaer g@inn
WTAWTPdi spari tyhenBHbavtswerh, at deltasi b@merbi sagsbj ect
debates. Evidence shows that experience,t hecomp



decision bias such as e(nHHaorwtme n20 0e5 ;f elcetv iotrt | & sL
By contrast, strong field evidence suggests t
ar e experienced i n pl ayi ngentn wvai thi glh##oygec oditp
Schweitzlehese@ 0ddnht maallinegasri Ing i ndi cate that furt

Previous scholars al IMAWTRemptarti 6 yubadasesit amd
mar lkeatvi r ofnrnoemntt he under | yi nOnea sosfu niphtel odhesv ioaft i S
t hese isstfuodrineast i on as yamrketyr yf,e aill hwracghs tiilpsa tas i@ srta n s a
(Casey.GI D89N & MianBupon{( 1888t atbikd®dEgotdieclasl t c
show that i nformation asymméwWwTrAy amaVWwIug,adwdtioc ha
consiaemratdi onal odWHANGNRAIt s par i t wvwihkiimgaot psychol
Thrational explanation deconvredb du dre rsh haghoett Hyee & ri
i previoud hat udiedd ers gpediufyer $ henaly WTA or w
uonertain about the value ofCaday,acl@®95 st bhkhefr
200Hd»wever, the information asymmetry explana
data since most of the MIPvidospaexpegr amentde so
ef f eicntf corfmati on asymmaht gr pat weens t wo

Experi ment alH a veec onughdact & tsterdeWTAWT Bdrivsepdar i t y comes
mi-speci fied expPeé¢nitmekt Zee daagonrgg2 G hiea Z003d) t he

WTAWTP gap i n previous | aboratory experiment ¢
exampl e, sel |l er sf ualnldy buunydeerrss amatyd amndate h @mii £mngn
experiment, and t hustghen dijgpHélppwigatsalryat eyl dyET i
2014) . Pl ot t & Zeil er (2005) Il ntroduce the |

f amirliize participants with the pricing mechal
subjects. After severidTPrgapdsi shppeacsi céd]th
rowmddecesi gned with good motivedjsthasirbeapplsie
willingness to trade changes with t hdee ppernadbeantcic
modelKoekegi & Ralihe E2@@avment TWTPegap) oexidht
par ti ciapnatnet sedbx peexct ati on of t he ,t raandd ntgh ep r dibsapa
exti mguiwhhenr atdhien g geolabANarigieyrtdnphknhpopmemon he
insigni f-WTBndi Wa&r ibtey attri buted to the contir
ex@ante expectation of the trading probability
with the prici negsemedhadnigstnualpletrist Sadr.ceb lmtelceysdagiyg
and i mplementati oWTAWTRX gerirmeyts on t he

However, none of the precedtiheni g@un@l a mptoiuds mn ¢ h
markeWi th housbohgthei th@rgaest components in a
portfolio, thewhtoamrsd sngt ohabldeests acti ve and | i qu
private goods mar kéethdi.s pllne i Wwageani rhgo meanskbd teerr s 6
WTP affects the |l iquidity olffripglogrerdbty dli s
on mar ket | iqui diwiy haghedl mieeorws iand nkweyearbsed aruet sheor
cl grhé&t a trwakf dehael sies Isetrrgédt and b.uUAY @eed adn e@sné
can thus be established as such that the grea:
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| ower the probabil ity dchoanp |tertan sskuccscheesnssfeutd d dylu y(

sell ersé WTAs are well above fblugeirslée WWHtsh atn
pr otpye prices can increase and propsetnscees| eran =
buyemyake a | ong time in negdtGeatisonweuktiMayt
Ther prfeolraet i vely smal dandr bowamar ket vbl gmomaei tbhye i
associated wiWMTHP @i skanget WTAI t 'S necessary t
honseel | ers and buyers from closing deal s

Wi t s tbhaickgr ourhd sirnetvmidinede,s around the study of

makilnng.SET, economists assume that mar ket par:t
how they would behave in an abstract economy

mar ket(prlhader , H20 1 6) | mar kleat ipboafd leercsoynfoani Isda vee

could be as ideal as the standard theories h.
Subscribe to a single theory, and i tbse hpa vaiyoeu rs:
economidgucsed ntm® concept of Al i beextamiiHmena mp at e
behavamdurdsgye fAhumanso to make choices as -cl ose
forced ways. The wultimate goal was toaceesmhamnc
policymbhkapegr desitgnnetdhivw ul t.i mate goal in min
The objecpiapies otfo tihnwsest gate and identify the

driving forcewWTPofdi smrecWhhoawvaldo/, housi n(gi . @ons
homebuyers and sellers) form andWTuPp ddaitsep a rhieti yr
the housing market? |If yes, whiWwTEP adies ptalra t ¢ #
i mportantly,fosceéettieway aaol psoync htohlaotg iccaanl bien tuesre
WTAWTP disparity and nudge peByplanstwe rcilnogs et hdees:
t hpapeeantri butes todorildighdogtesaduclesgdgmeanddi vn
fosteht hd -WTRIi spamdt mar ke sd phaorutsiicnigpnadmetahaels | @ fts a
mar k eits. e sTelflaa cilslt ihtea d e ri sntgavriodi ts  p r elvoenseteil h @ r s and
from cl o&an divygh ileehaylss can home buyers maldachetgt &rl
WTAWTRI i spand tegnhancing housing mar ket efficier

Gi venselhlagar s6 WTAs and buyer sé WTRmposar edautsau ad
insufficient to answer the questions fietdd
experiments i n atrlkee clommwaiicd getdimat Kkeat a pnep € 0 odna t h ¢
field experiments. The use of field experi men
recentkF|lyear s& Lpirsotvi(d20 lgée)ner al descr i pteinatnss aonnd
the benefits of using field experiment eviderl
effectively implemantaltihkeelcd!| ¢ epgeridmenxtperamaent

Field experiments combine contmelthodobdogiead,i
| aboratory or nat ur a(llF|l exges& ,me 2Dpse6)u  u xlall y y| a-

| aboratory experiments conducted in a classro
in field settings, such as marketplaces and o
whi cpereixment participants ar e usual ly not a\
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experiments offer researchers more control o]
Therefore, field experiments can nadaocmpl iexip etr
find difficult.

Nevertheless, field experiments can offer gre.
economic insights if and only if the experimn
practi calnssuerneseef fTiocieency and robustness of t
should be paid to the power of t(hFel odyeds i & nlLsi satn
For exampl e, mar ket characteristics or organi
designing field experiments.t oBowhhi cihntbeiransali sv a
causal relationship) and external val i dity (e
generalized to opdreirmepnetospl g e @®d p loti hdeeebeftuiltfyi |df
reported kemporesmuwmltt s ni anderstanding specific
should be checked using different experiment

pil ot study Filsoyglo ac dparLasosttisqued.0 &86) t hat experim
underl gingstdheul d be a coincidence and only p
experiment al evidence should be examined and

t his agsteudldyesi gned foll owFhgyd hase . Rruisaref(iRaedlatsh)

e X p er i anmetaaralytical review of previous studies on the WWRATP disparity was
performed. By analysing 525 data points from 124 stugjeseral guidelines in the design of my
field experiment®n the WTAWTP disparityin housingmarketswere obtained.

Condudc¢iiehd esxiptemleomesntng mar ket t hatangdapalbloé¢ ho

producing relialsl e mpiofditankbaemcdndatg housing

m

of fers me such atho i deradu d te stitsi enfigad rge toluerrdi smme h o wi |

China has yet to enact a fiseller informati on

China providing any official Al oc al l and char
t he Unidtoeth f Kr mgt i on asymmet rmj tiisgaltieldeliyn ttd er g
in China compared with that i n thAs Uai red uKt
expericmentbse conducbeflooe asaceénaftesli pcitwoladeece;

responses of decisi onamaktehsimaikd encgi, sp\WwioA ecsrs

T

i nformati ocamasyimmet rbya observéetedsadkper iarhdemntws

i mpacnfof mati otho abey mMmetttbgcondst ¢ethe gr owt h of
relatively stable over t he past year s ; t he

|
C

encourage people to.Dpaer ttiocitphaet ehiigrh talbisso |l md rek
Beijing housing markdomeée spurethaseoeecectigcicoimpres i mn;
endowment effect provamaedc avmp énv btthvee dl. a rTghee r £ 1f 3
under soandihreg endowment ef f echolianc stahtibsk ynparrekveitc

cont r afdiincdiiangggst not the | east, Beijing has
China. The substanti al mar ket size ensures

The remainder of this paper is organized as follows. Section 2 presents the themmekigabund
and research frameworkitérature review and the testable hypothemesgiven in Section.3Two
experimentsare conducted to test the hypotheses. The weaigd implementation of tke
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experimentsare illustrated in Section 4. Section 5 explasmpirical findings and Section 6
concludes.

2. Theoretical background and research framework

Suppose that an agentikes decisions by maximizing the following utility function forigdY
Y.

Y, « B 0 (1)

wher e t he eamgitements aonnegaiivé mvectorx, and for each, the utility function
0 W  is continuous and strictly increasingithout losing any generalitygccording to the
prospect theory in behavioral economigghneman & Tversky, 19790 w ® in Equation (1)
can bedescribed with Equation (2) and illustrated with Figure 1

L ®w o W W T

0O w o "

_0 o W w T

where the prospect theebased utility functiord is defined based on an outcomeand the utility
function satisfies the followingroperties:

a) Reference dependenceg, which isa n a g e n tetitlemeintndart beansidered asis/her
reference pointWhenthe outcome is greater thaw, individuals enter the gain domain; otherwise,
they fallinto the loss domain.

b) Loss aversionres i s the | oss aversi on c o e ttfity fanctemin . o
the loss domain is steeper than that in the gain dormalividuals take greater risks to avoid losses
than to secure gain§pecifically, ifo ¢ mhthend @ ® 0w wdlfw w m

OEAId o m

c) Diminishing sensitivity, andf are diminishing sensitivity coefficient in the gain and loss
domains, respectively. < 1 and < 1 indicate that the marginal gains and losses diminish with the
distance betweet andw. The prospect theoflgased utility functio®® @ w is concave in the
gain domain while conveix the loss domain.

Consider a typical trade where money and a si
nortnegative vectox) has two omponents: wealth andntittement(Masatlioglu & Ok, 2013)
Hence tle endowment can be describedés "G Tip , wherel is denoted as the wealth arrdp
captures the state of entitlement. Specificallydet s each agent 6s initial
a as the amount of money that an agent possess to the item witif2 Both@being positive
numbers, thed® QhQ @8A pair Q ¢t in X can be interpreted as a buyer who has

‘Q & as his/her total wealth but does not own the item, whexgasir ‘Qfp indicates that a
seller has some initial monetary endowm@nand owns the item. Each agent (i.e., buyer or seller)



makes choice (denote ag ond & . For example, if a seller makes a choice to sell the item, his/her
endowment changdsom Qfp to 'Q ¢ft, vise versa.

'''''''''''''''''''''''' ® Reference Point

Figure 1. Prospect theory-based utility

function
Subsequentlyhispaperc onsi ders sell ersd WTA as the foll
WY ETGEM Q © Q om p ™ o

Similarly,buy er sé6 WTP cvitmEqimaton @)asfallows:b e d
WY O00BR O M Q Q & 6 p M w T

Equation (3) can be r@rrangedasbelowandsincethe prospect theoflgased utility function is
continuous and strictly increasing

WY ETGEM & o p m o6 m 6 p v
Asdé m Th

0 & Yok 6 p 0
Similarly,

WY O00BR O M & 6 p WM o6 M b6 p X

Hence



6wY0E 6 p P

Sincethe prospect theorlgased utility functiord satisfies the property of loss aversion and follows

the inequality 6 p 6 p,60YdE 6 0YE . Becaused is continuous and
strictly increasingc Y84k ¢ "Y04F. Based on fis theoretical framework, it can be concluded

that the WTAI WTP disparity, which is usually consideredmeasurememf endowment effect

(T h a,11® @ B pubject to the loss aversion effethis study attempts tdecompose thdriving

forces of WTA-WTP disparityinto information asymmetry effect and the endowment effect, as well
as minimise any bias caused by subject misconcepilmnresearch designilkistratedin Figure 2.
Experiment 1starts with a benchmark WEATP disparity This is obtainedby conductiry field
experiments in the housing market, in which the WTA of sellers and WTP of buyetscded and

their differences calculated (i.e. the W-NXTP gap) explicitly.Subsequentlyscenarios containing
information asymmetrynaterialsare introduced in the experimenand the impact of information
asymmetry on the WTAVTP gap istested The resultedgap value can be broken down and
explained respectively byhe endowment effectE.E.) the information asymmetry(l.A.) and
potentiallythe mis-specificationsg(M.S.) in the experiment desigfi.e., E.E with I.A. and M.S.in

Figure 3. This is followed by the information disclosure scenawtich clarifies the information
asymmetry introduced in the preus stepwith the aimto eliminateits effect. Experiment 2 replaces
buyersparticipating in the experimentith real estate agents. This is done in ordezlitminate the

pot ent-highl buyih ®eviol t endency. Sell ers and agients
which theirprofit increaseshould the transaction price risehe only difference between the two
parties is thathe sellers have ownershipf the propertywhile the agents do not. If there msny

di sparity between sellersé WTA an thdepegdem afhed e v
mis-specificationissues(i.e., E.E with LA. in Figure 2)Therefore, g providing the information

di sclosure signals to both sellers and agents
should be the isolated endowment effich e r el at i o n s hlosp avérsot{fLwAe) anad s e |
the endowment effect can then be identified.

Information
disclosure

Exp.1 Info-asymmetric
scenarios

Sellers

WTA-WTP
disparity

E.E. with
[.A. and M.S.

Eliminate
Information
Asymmetry

Test for info
asymmetry

Buyers

_____________________________________________________________________________________________________

Replace Buyers with Agents
Eliminate Mis-specification

Receive signal on Information

disclosure i

Isolated E.E. ;

J |
Eliminate Information Asymmetr :

y ¥ Test for L.A. !

Exp. 2 [ E.E & Loss aversion J

Figure 2. Research framework

Sellers

E.E. with LA.

Agents




3. Literature review and testable hypotheses

Experi ment al evidence albstoanifnierdnsi nt htahte speaslite rsQ
buyer sfborWTtPhe sameiWloPod.atTlbe oWiAai ned from pr e
from I ess thanThnt el mé&r & & tmmna @at nka@ OyEd ct WVMEWI ew
WTP disparity). Thtehesngeriumemts uc¢ oV erzeRoadwn na
& Cohen 2015, Kahneman ,etemVi.r olnogels th oMrosrsréi tssoIn(
Shefrin & Cal dweklot 20 &l )Sc,ackhbeatid h st@f9capywdls g
(Chapman & Johnson 19095l oEGerekyibrdg getr &I Web@8 8)1
200 3; Nash & ,Rosredtdhtiahern@fkd|g@adobra¢nzon& Thaye
Horowitz & Mcambumelell (&2 HEBRZDNtEud&OTWARP t datei AT
smal | when the instrument used i n the experin
conditions being equal

However, real esseatbeat wmpohtiastatypeqof -instr
researched by previous experiment al studi es.
sell ersé6 WTA and home buyersd WTP is essenti:
vomes movement, l i quidity of property transact

writipapeébnsy a few experiments have asked re
a reairebtataedePasascamewnt & Cahreen atvlaeg f(i2r0sltl )t o a |
techniques to the housing market and elicit r
their work doegehytdic® @WwsP hdei hdde aVdiAtAys.a minBla@a 014
& Gony0Ot6nhducitWTWTAXpean meaand price and second
respectivel vy, and tchoen iWWTrAn dihsep aerxiitsy cionbhdbuesy dn ga

mar ket s. However, the i nstruments (i.e., | ani
hypot hgaymah . & ¥ncichcircat200t5WatP tviaei dWaAger \
participants have physical ownership of the i
hypot heti cal owner ship. Consequentl vy, conhd&i de
st udegyonfswhet her or ITWI@t dt BpaWTAYy exi sts Ttmeaalk he
houses on the market, house owners, and poten:

Hypothesis 1: T h eiWWRIA s peaxiidtys in the housing market.

SEpredicts that in the case of a |imited inco
identical for (Whel isamEt & @ruigviPrh edi WpAr ity ob
previous experiments is considerably | arge to

seakternative explanations for such disparitd.
and behaviofThbl ecogib®d8®d st he term Aendowment ef
WTA wusually exceeds buyersoé WTP. Al t hough t h

Coase theorem, | aboratory experimental feevcitden
when the income effect ahki ¢ rAinsdichgonsceyvi d
dependence and | ostshevtelheso roet iaccaclo r fdrn anrge Wlahr eks ei

psychol ogi cal factors aretcomsif diaMTdPh dti VT Amo ¢ ty
t he behavi obrailc saosnp e& tFou sstaeerr e2/Q ledw) .
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|l nf ormati on asymmetry acts as friction i n t
accompanied by asymmet r(iCGasienyf,o MlhRa9sbi) e c eamo h Q@ &
in previous studies because most, i f not al
information on goodaumiogthéapari nf diomahn insogt a9
However, such an assumptriedmtied smhsomg meat . asG
have heterogeneous characteristics (i .e., st
selbewusally have more informati dWooag e€heiad . o200
2008)The i ssue asymmétor ynait m ot he housi ngWamag keett
al ., aa@dl2hyuse pr(ikuer Inaotv e€meSdtnsem edbies ¢ u LOLdd)i n p
However, none of these |dtnkd ibeest weesetna bilnifsohr mea t d -
sell erds WTA (or buyersd6 WTP) and capturtehet he
WTAWTP disparity in the housing market. With t
the intdrngl ovalexspeuddeymenmsneds hwket her TOVMTPNnoOt
di sparity in a market with heterogeneous ass
information asymmetry.

Hypothesis2: | nf or mati on asymm&WiIRy saiff ¢ettlys hbes Wid m:

|l nformation disclosure is a potenti al means t
The US housing mar ket has become annvieksdaadlgafil
changes in house valueshe@zfausre iomf otrhneatii mml edm
di sclosure | aws by each state government (e.
AfResi denti al Property Popel 6200BatAac 0 8dbgFolri re
values after i nfor marme roint ioens einsy i d icnavean $8adK itdak st
(20t®kyveal tarmhoesponse to the disquasutg; obu
increase their WTP to a high |l evel shortly af"
sales price has increased aft eNandhae & rRd sTsh ez k&
housing market in the United States benefit:
efficiency has I mproved, and the marketpl ace

significagzhgngeduc®therO0lbidi cator s, such as
bitadsk spreadsWTPsmpdd, WIa&An al so enhCahmaeai mar KReo
Subrahmanyam, 2008; ChuHogve& eHHr andnk, o020 1tOh)e
relationshi pmabéetoweedi sichfosmur e and mar ket e f
Consequesnt bignyv etshtiisgat es t he response of indi vi
di sclosure in transactidmd oamidhsaddtdesrumien gicec dwit e
WTP gap in housi ng t rhaonnsea chtu yoenrss, atnhde rseeblyl enrusd gti

Hypothesis 3: TheiWWRIA spaan tlye reduced after i nf or mat

The above hypothedces taardi be onmn &lIlssosfad | WgMTdPn p a
di spaxperywment &$ nddbatgssi nbdvérbemen chall enged i
ofhet chaddmengefrom the internal validi Pyoot &F
Zeileran@Wd5) hat t AT Po bgseeyr vied WAHA previous |

10



attributed t o otfthhee ns.ushcBpnecteipftiicoanl | vy, sell ers &
understand the pricing mechanism in the -expet
hi gh-] owoy s(tEraitcesgoyn &, Fwhiteh, | 2@d4)t o an extens
WT P.

An earl vy exkpaehneman dty ofafl er e(d1 99dme i nsight s
abovementioned issues. The experiment involve
certasn pfitbdey would |Ii ke to take the instru
choosersé evaluation is significantly greater

Al t hough the or i Kgihma&lmaaex e dé rsiardeenst{ g®@f@ ) t o el i m
ef feeexpehi ment can excl udehitdlel ewdyasy momaus e d|

choosers and sellers share the idenBriacvwadn, p2dG&G0
Kahneman et Thle. oh990)di fference between the tw
provides sellers a physical owner ship, wher eas
Thus, c¢chooseraldr oawdalanayt iloolss aversion effect. I

and WTPs, the gap between WTAs and choesétnséed
endowment e f TWeTcPt . g alpfb eKTIA¥T Sar e i nsigni hbooaert k9
evaluations, no sufficient ev({(Gaseg, eXx985p to

Table 1 Summary of selected literatures that involve “choosers”

Papers Instruments Key findings or arguments

Kahneman et Mug Endowment effect exists

Casey (1995) Lottery WTAWTP gap exists but n ¢
effect

Loomis et al Wildlife Chooser reference point
endowment effect

Shu & Peck (Pen Endowment effect exists

I rmak et al . Mug The study uses choosers

weal t hEreddwmant effect ex
Kl eber et al Lottery The study uses choosers
weal t hEreddwmdant effect e

The experi ment has been replicated in | ater

ordinary private goodsl,r meakkch Wakshadkg , akd Tpope,
201lalnd risky obj ectGasseuyc,h 1a9s9 5l; 0 tKtleerbye r(, e .Bg .b,k B €
summar ypagdertshei s prle.sehthdveeav ern, Tmmdne of t h-e abc
rel ated siCoettuomentxaoesi mehhe real seseasahimahk
ai mgdeter mi ne whendthewment ne fsfodfdrteseahia el ilbogeh - odwu y

tendbwcsy ng real est apa&r tagegqnesumsi nt htehda hexmer i
experpmenddur e Kparhonpeorsabnd et $9 @@ rpt ed to the hou:

Hypothesis 4: Sel | er s® WTAs are significantl y¢ydbhaghed
AE.)

| f Hypdtaedaemdh ot be srteffdayct bBdyr t mpsoves the exp
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the charakte emossinmg mdr i entf .or Ffnarnt | okha sapbyemareit & o/n f
to contribute to the djithpariintvieshetgwde e m nWDA an
the hmaskeg shoul d néstehdmglhy odwleynd lenmactyea | tstoe t h e
i nformation asymmetsritwudegtCommiemqarenivhegt hehi or n
significantly higher than t her udvatgh actuitoarf 0 r ma
asymmetry effect.

Hypothesis 5: Aft er ruling out the information asymm
hi gheAEt han

Sell ersé | oss aversion has |l ong been the | eac
mo s t robust(Ereixcpsloann a& i &m Stpeerc,i f 2O &KUY vy, sell ers
induces a sense of endowment and promotes emo
sacrificing (tehegi.r, osver d ohangeddrom @tbotov iRe nfit), sel | er

parting withanmftheelilr ibretloo ntghenglsoss domain. Sel |l ¢
|l i kely to demand a | arger amount o f compensaeé
Ssubscribe extread onglimgst othbeseby bcontrasvsutiheg
t heoretical f.ramework suggests

Previous studies use expee«tnismeémtt édicka tean dtoavme é o n
WTP gap on ogdiodarwawnpr i vatHorwe v earmo ntgh eoyt hneorsst.|
the I ink between the endowment effect and | os
on | oss. Mayerstgnof the | o0oss aversion experim
sell ers aGond, buhese; ekperi ments ¢ annBoatt eorbatna i nD &
Jones, & Jude, 2009; Schmidt & Traub, 20081| yT
a f ew hsatVuedn keesd TWhE gdgld errissk aversion, a prox
( Geotrgiasnr &-MMa v arerzqg Th®E) sakudy t hat makes a dir
t heendowment effect and sel |l er gd&e nhpoisrsi caavt eoresvi eodsne
whet her a rel ati omshhilpe b eltawm eetlaatt hileoam sexti albl; i s h ¢
obt aenddwmdritect i s i ndeproid & s ® § u etinfftel ¥y dteh eirs
endowment ef f etchs siudddye e d mlieextedsadlrd ,er sd6 | ossi aver
i sol ated edPfe¢cwmpntbet we AEE)WTA and

Hypothesis6: Sel | er s6 | oss aversion affectEthe gap |

2Theoretical fr améwo iWTAs udgigsepsatrsi ttyh aits s udijyéjcto Yo t he | «
OYOdE 60 @'Y 60 By assaMidngoi@bes not affected by sell
be der iovv@ffi d@ast subject to sellersodé | oss aversion.
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Table 2 Testable hypotheses

Hypotheses

H1 The WWITARI i spaxiigtys in the housing mal
H2 I nformation asymm&TRYy spifetlys hdoes W
H3 The WTIARIi spaantlye reduced after infu
H4 Sell ersd6 WTAs are significantly hig
HS5 After rul nhgrmati bheasymmetry effec

hi gher than AE
H6 Sell ersd |l oss aversion affects the

4. Experiment

The experi mental uidse tdtiifnfgerefntt Hiro m Anh oossrel ionfe pfr
experiment that makes wuse of Obig datadé on tF
t hs syidryad eof -t # at @ c e .MOnlme or intermebased experiments have atteatt

much attention in recent years. Extensively used intdragtd methods of recruitment and
experiment include Amazon MTurKeuschnigg, Bader, & Bracher, 201Briksson & Simpson,

2010; Suri & Watts, 20113), Qualtrics.con{Christensen et al. 2013; Higgs et al. 2QG8)donline

forums Paraschiv & Chenavaz, 2011lamong others. The benefits of using intetreted
experiments have been recognized by previous litesatbrest, intenetbased experiments enable
researchers to approach a more diverse population and a substantial variety of partCasamis

Bickel, & Hackett, 2013)Second, anonymity makes participants feel more comfortable thatoface

face interviews or classroom experimefdsinson, Woodley, & Reips, 2007Jhird, the hidden
Amani pul ation checko during the online experi:
the tests(Oppenheimer, Meyvis, & Davidenko, 2009astly and most importantly, the results
obtained from online experimés are consistent with those obtained from traditional laboratory
experiments.

The online fsarecéodh deaoopg eemdy ey h@GHifna | ndex Academy

the | argest real estate databankmeownecCéi aad p
home buyers in Beijing who have indicated 1int
in a public platform belonging to China Inde
China I ndex Acadelmys urov ecyosn dauncak coofIflieccita of f i ci

consumer s.

Experiimgesi daedd on t he Bae GhbamZO L 6 p e sttt lee

hypotheses but with the following adjustment
experi ment, sitrh & thaxdpmeet@admesnets on t he mar ket as t
owner s ainal plhdmet b wyeres ipme m tit,diepsatnet asd of pr ov
participants with aBagpdét (GbOhigcaé c oormdh,ertsinhe ppar
assigned with theomngihesoensowm maeket own mar ke

st yidryst ead of using current and historical hy
ot her s) i dowme mampk edtr scenari o. Thi s step is
i nformati on and realistic scenari os i n t he (

13



homeowner s and potenti al home buyers ar e pr
iof mati on asymmetry maBxereiralnkehneir @esingrorebr ahe
asymmetry materials and the experiment 1is bas:

1) Home buyers are tahamylomesseli inédros med
2) Ho me buyaenawaarree of undesirable housing C

characteristics are well advertised by eit
purpose. Therefore, desirable housing char
3) Locoantal characteristics (i.e., di stance to
ot hers) and neighborhood characteristics (
ot hers) are considered public thyoamati abl
either soci al medi a websites or government
from structurafochlaxtaept € pWeodlglceems al ., 2012

Experi ment 2panwvypl pesttbipdnts, who are neithe
housg transactions to test Hypot heses 4 to 6.
previous studies that-piamttryoduWahFedgaw Hettrhsed ab s t

estate market, it makes liitthdre Memeaecwneor Su Sneo r|
buyasschoosemhodbmd weaekh a property and cash. A
with real estate agents to ensure the extern
est at earegremnittsed by China I ndex Academy from mc
Beijing. The invitations were sent out by tex
in this study are the propertied Exxipteaiimed tf rlc
experdeneingn i s based on the following two ass:!
1) Real estate agents and selbferselarien@tt lsd r|

earning profits from the transaction

2) The b estuwnbeg eenc t dexipenm i mentt hean &htedtnifvaley
transaction costs in this experiment. [Trans
whi chharsged with a certain percentage of t
estat er a gtdayktbse afhd e sait dvedrre n ftoremWTAs é eval vuat i
Therefor e,-s ulhjee chte tdveessingn can effectively r
by transaction cost s.

Each real estate agent is avkhed tomyeVa&lauat @ go
experilfmemt participantexiperasneeddttoerepeatvalbhet
property, it i ks pemiarvo i eape rei meabedtc odmepse r fi @miclei a

experi mentsqgsueetnucpe aonfd t he desi.gnketd exspéempment b
them fromntghmd iguesati ommvahdatpetwrdaace biased b
anticiPparti amansi.mi | ar artaisoinpartxpedn ece@lissyp wietqh i
col | eaabgoutets t he explef onempg!| enaitreg i tallte qpureesvteinotn na
knowl edge of experiment procedur e.

Prior to the experiment, t he weexrpee rtiensetnetd pirno cae

14



avoid -ampl eemen tnaitsiuonnd earsd andi ng. The pil ot st
FebruarVheoOdwoperties collected from the pil:
di stricts, namel vy, ChaoyangPFi g8)r.diTahne tahnrde eF edn
selected because they are the most popul ar ar
After removing the outliers, 348 completed qu:
from homed s23Tewsra@anfrom buyers. The resul ts
expected.

Beijing

x o
St

Figure 3. Selected administrative districts in the field experiment

4.1 Experiment Features and Designs

The experaraemingdned and tihmgdepunemtt ieal i Nt agxgeslsl etros

buyand r eal iers thtohuesmarg@&né si nst r u merhtess eu teixapieer e dn
re@mioperties that h Stageamensellers’ sxperimentei nsd dteos i sgenleld. f
sellief®yr mati on on the properties that seller:
etc.) i's col |l ect ed. Stagehwogbuysrs’ axgeeiment)sa nfftage theeeve d b
(agents’ experiment) wh i a hcdekesi gned dmd rbeaiagyler avhtoa taer ea greannt ds
assigned with one real propertalsdtna gtehse, ntahrek eetx
partici pbames whetresnt,i al amame gllauryessrass k e d t-parcto mp
guesti ®Parts A, B,and C provi de data on identificatic
information, respectively. The e&Xperiment al p
Part A, which is | abeled fAidentification, 0 icnonst
Stage one (sellersbé experiment) has 15 questi
a potenti al sell er and to col |leshte badienndisn ft or
Tabld)e Specifically, the experiment i n Stage
participants do not meet the established crit

they do not have any planseaoffeeutengithehe p

15



|l ocated in the areas covered by the experi men

affordabl e home, etc. ). Part A in Stage two (
whet hreat oa participant is a potenti al buyer w
example, the experiment wild.l not proceed i f a

property in thehreead rfelatdyn otwmisf phioe igplesrthtteaedso e s 1
haveHulketi Beijing and has paid for tax and/or
years, lookisagndtor a property | ocatedritn At he &
t hreent(sabg experi ment) has four questions that

the participants are asked i f they have exper
which real estate agency do tthey wamlkdomby. akE
properties in the market obtained from the se

with Part B ofAdidhd jjpweadthiyofmcaiercd. poi nt so have
the conshseteacyi of pantsd responses and to fur

experi ment . For exampl e, the experi ment wi | |
answers during the experi ment. Aelrli ap airnt itchipsan
pass all the consistency checks are guided to

Table 3. Number of questions for each participant in each part

PartA1 PartB i PartC1

Aii dentif fiscenari qibackground
Stage one 15 7 11
(Sell ersé
Stage two 10 7 11
(Buyerso e
Stage three 4 6 6
Agedtesxper
PartB, which is | abeled fiscenarios, 0 requires ps:¢
t he cmar ket hpsiocei cal informati on, mar ket e X
materi al s, and others. The reference points (
t heir responses.of Saerearriecasl ienstRaret aBpent sd ex
outlined in the sellersd experi ment. Speci fic
hi storical i nformati on, mar ket expect attiherrss,.
The first f oMAgeSdceennaarDijooss e er et 9o Figure 4) wuse
experiments are similar to those used in the
Stage 3, real eshatdeagpentped t v alsuatsikeed cand

found in the Appendi x.

SAccordi ngpurehhemerestrictions in Beijing, housing cons:s
not eligible to purchase another property.
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Part A: / ; Part C:

i |

! :

| i

. . ! . !
Identification ' | Scenario C: Scenario D: | .BackgmL.md
i | Historical EXPECtat Expectation- | information

i information ion? based i

! (price 2y ago) up/down/stable !

! market '

Scenario A:

Scenario B: Scenario E:

Current market Historical Receive signal Scenario F:
information information (price (private information Loss aversion

(average price 4y aga) should be priced in)

and price range)

(a). Procaeger ese o(ffsel |l erso
Par‘t B:
Part A: ‘ Part C:

Identification

Scenario C: Scenario D:
Expectation-

Historical

information based

(price 4y ago) jExpectat up,/down /stable
ion? markst

information

E Background

\
i

i

Scenario A: S io B: io E: i |
cenario B: Scenario E: w Scenario F: |

Current market Historical Information Private i
1r1r'|:|r'matl|:|r1. information (price asymmetry (when information is :
(ave rage price 2yago) buyers know little disclosed i
and price range) private information i
I

1

e X

(b). Proscaedier ewo ofbuyerso exp

Part B:
Part A: / ) Part C:
i i
i |
i |
Identification ' | Scenario C: Scenario D: : Background
i | Historical Expectat Expectation- \ information
; information ion? based i
' | (price 4y ago) ' up/down/stable |
! market !
‘\
Scenario A: Scenario B:
Current market Historical Scenario E:
informationi information (price Receive signal (when agents are aware of private
(average price 2y ago) information, which should be priced in)
and price range)

(c). Pr acsceader elsr eoef ( Agent s o
Figure 4. Experimental procedures
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Part C o f the questionnaire is | abeledniilBadierastL
Buyer sdé eixmpelridrentsose on s(olciiml & alnidn,cu2@ @6 ;al
201L0)educationalBdoeevé&l Gexgpleirte,h 6 20e0i4l; e r,P | o0 ®58e
ef f(etete & As gmia,nd2(0Peimaner & SwamiThatlqgaepgt AQ9dB) s

experimelhade those on real estate agentsd age
homany years they have worked as a real =estat
newly introducedshatiseatg Albleiirn fperrmatrinam cebt. ai
used as conihr otlh ev asruibasbel geuselnna d diatt iao na n atl lyes i par
preferences are determined by asking them to
shown below). The design of this question, wh
baseddamaoka e.t Alpar(t2i0clidpant iasv emosree) riifs kh es/ esehke
(l ess) on this fAspeed | ottery. o

have a c¢hal

Q. Ri sk preference: Suppose that vyou
the prize rigl

50% chance of,@Qi.nndifng wRIMBvi Ne c ggiowe

wi || receive nothing. How much will you spend to
OrRMA

ORMBO 2

ORMB 40

ORMBO 8

ORMB 015

ORMB 025

ORMB 035

ORMB 500

4.2 Calculations of the WTA-WTP gaps and WTA-AE Gaps

Fi rhsteet hypotheses are tested by comparing sel

scenari os. For exampl e, Hypot hesi s-Steinarit esitDe
the WTP obBaiy®edndrmrioon D. ThWwTANEP Gap U:abiehfedr
asymmetry i s not considered, 0 whpcbaWBPVEgayp |

ex per i nservet asa bedchma¥TA-WTP disparityin this study.SubsequentiyWTA-WTP

Gap 2 is calculated by subtracting WTPBafyerScenario E from WTA oSellerScenario Dwhich

is essentially thee . E . wi t h IThisAis theacasd whdre Bome sellers have information
advantages while buyers have little private informatM.A-WTP Gap 2 is the one that can be
observed from the market if high level of information asymmetry eX8HEA-WTP Gap 3is the

case wherhome sellers receive the signal to consider the discounting factor of structural defects. In
the meantime, part of the paite information is disclosed to home buyers (see Tafdedetails).
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Table 4. Calculation of the WTA-WTP gaps and WTA-AE Gaps

Calculation Label H1| H2| H3| H4| H5 | H6
Sel-3®eanari ofWIAAWTPGap 1: Infdq 1 |1
Buy®cenari ojlasymmetry is not

(Benchmark WTA-WTP disparity)

Sel-$Seagnari ol WTA-WTP Gap 2: Hi g I I
Buy®cenario/finformation asyn
(E.E. with I.A. and M.S.)

Sel-3eanari ol WTA-WTP Gap 3: Pr i\ [
Buy®cenariolinformation is d
(E.E. with M.S.)

SellerScenario D minus| WTA-AE Gap 1:The benchmark ga I
AgentScenario D bet ween sell erods
evaluation.

(E.E. with LLA.)

—_
—_

SellerScenario E minus| WTA-AE Gap 2:Theisolatedgap
AgentScenarice bet ween sell eros
evaluation after the effect of
information asymmetry is ruled out
(Isolated E.E.)

Similar to the &WTR ugkgpmpso,b e ddoriaeblsd eWTAHAY compar
WTA (obtained from the sellerso6 exfpreomm meint f e |
scendrirose.xampl e, sHyppottlteasiusi ng sel |l €&rcedhaWTA
and AE obtai-SBedoé&dbDben dgpnit s AR bGdpeldi AAWTIAS e s s ¢
a replication of tKkh&€apegyintedndabne xepta haWhdnI@Oph)y
i s consider edx pgédreR meshdl iGmg i2n which is the g:¢
asymmet r yr eedfyfceacdt usad et ¢ headielsit i .M AVABEGaldy pot he
calcul ated by subtractSiceqmaAEooEkt dirmend sfed drar A
Sel-$3xeanari o E. Furt hearsmomrocet, rielpEHYGREWh ¢VBTiIAD e5 U
checskeldlfess aversion is the driving force of s

5 Data Analysis
5.1 Data Description

Experiwmasantcdnducted fr omMmf tAgrmr id ermov iMag t20el 6aut
guestionnaires are obtained Exrpoem i medmomd i n d e
guestionnairteseme 190&I1 lagres farodn 385 are from buye

The properties obtained from the experiment

Hai di an, FengtaamomqpdotStherjfs)hge b 8mh @ef dé&t alislese)
admini stratomset idtiwstte i at ;moanhs aB8AOt% onf vtdiaame ang
accommodates the majority of foreign embassie
administrative district 1 n urban Bei jti n(gGDPWi to
Beijing being generated in Chaoyang, this di
admgtnnative di X ri Babsdgtamendabhegest admi ni st
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Beijing with regard stto ogdoptuhleatu minv earnsd tdiezse.i n
primary and secondiam yt lksich oad mi.mirkdt gl addiastmpeoddd lslt ¢

Hai di an residents ranks first among all admi n
and Fengt ai are approximately the same, acco
volume in Beijing, respectively.
Table 5. Summary of the statistics of Beijing and the selected administrative areas4
Population GDP Disposable income Transaction volume’
(10, O (Bi Il ( RMB)
Bei ji 2114. 1950. ( 40,321 16, 583
Chaoya 384. 1 396. 3 41, 035 4,636
Hai di 357. 6 383.5 45,953 2,049
Fengt 226. 1 100. 7 37,886 1,685
Shijin 64. 4 36. 52 38, 657 433
Changp 188. 9 55. 72 32,495 1,579
Daxi n 150. 7 43.16 34,128 895
Fangstr 101 48.18 32,886 726
Shuny 98. 3 123. 2. 33,329 922

The distribution of the properties obtained f

with that of transacti dmsuvonlcuwriaesghaibd eBei ji ng (|
Distribution of properties

60

50

40

30

20 I

10

0 . - || — |
Fo & & P PN & $
& & & §F & F &F &
S 2 ¢ <% ) &% AN

C}@ & < %@0 C&Q Q Q@Q S

Figure 5. Distribution of properties collected from the experiment

The buyer/ seller ratio of each property is n
Figbr,e which indicateseqhalt| y hpopuloprerrtTlkres ave
3. 66. More than 85% of the properties are sel

“*Sourhdea:p: / /twonwg by .sdm/ nj / gxnj/ 2014/ zk/indexch. htm
®The data on transaction volume is provided by China
experiment is conducted.
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Buyer/Seller ratio

Figure 6. Buyer/Seller ratio

An official survey conducted by China | ntdheex A

characteristics of potenti al home buyers in BE
buyers wbo sear 001l d. Mal e housing consumer s
mar ket . More than half of mam&epotae mt itaol uhpogme
property. I n the buyersdéd sample collected fro
mal es. More than 90% of i4ths. pAappriacx ipmattel| yar60
recriumttele field experiment indicate that the:
selling thBhesuegrennsiontgncies indicate that tF
Thexperparenitc ERaert 8 manet treeadgemnttsa from more tFh
real estate %adhendiied di e x@leirianent AWa se rc o nedmocvti e
outliers, 310 completed questionnaiTlrhees naurneb eorb
particepaotsed from each real7 edt auenbagendbdwnti
five is not shown in the figure for clarity.

from the | argest real estate agency in China |
®These real estate agencies ar e:

1) Fang;

2) Lianjia Real Estat e;

3) 5i5j;

4) Maitian Real estate agency Co;

5) ijia Real Estat e;

6) Beijing Jinse Shiguang Real Estate Manager Co;

7) Centaline Property Agency;

8) iwjw Real Estate;

9) Xingshang Real Estate;

10) Yige Real Estat e;

11) Ot hers.
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Figure 7. Number of participants from each real estate agency (numbers <S5 are not shown for
clarity)

Approxi mately 39% of the recruited 310 Be.al e
Mal e r eal estate agentexpatnmeber Afpideinmioe s
real estate agent st lhat ebbaacihhoed dbu @&l Moerga lg alr ¢ v &€ li |
postgraduate degrees or higher. More than hal
to yeares. A few of themohkBvexperekehsasedOolyeali
the real estate agents believe that the newly

Table 6 Characteristics of the recruited real estate agents

Percentage
Age( < 28 years ol d) 39 %
Female 28 %
Education( bel ow bachel 6 6 %
Work experience (i5 year s) 6 3%
Each property is randomly assigned to at |l ea:
agémrtoperty ratitmo (BamregeBsi.gfufrkeen mfandom assi gnme
eliminate the cognitive or judgment al bias (i
caused by each individual real estate rmgeadh

property are fair and do not come from any of

Only the properties that have at |l east one potenti al b
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Figure 8. Agent—property ratio
5.2 Empirical findings
521 WTAWTP gaps
Al'l WTAs and WTPs are standar di z e-tl e s bcsoanadbuecst ee d
to examine how home sellers and buyers form
points). The redlha sWb e aiarse de xfpceecmhaerfied | Br and
obtained -ScoeomaoaBiseyedlo f or mvactcolrummd p-uh i n a

8 ln the subsequent anaiWfW®i gapsheéscoblhseldaoinon hef r@WwEAons
calculations are fthemeM Aaf aed MaPket expectations are ¢

the experiments as part of the validity and reliabilit)
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Table 7. Variable definition and regression results for H1

Variable Definition Mean Coefficient VIF
C Constant 95."8%"3
PARTI CI =1 if seller; O if otherwise 0. 214 6. 3G%r 1.313
MK T =1 if parti emapraknett heaxsp eac tdaotwno n ; 0. 035 -1 0. **%27% 1.137
| NCOME |[=1 i f parotuiscdihpodo®2tPe®00 RMB; 0 i f 0.5309 -0.205 1.136
POLI CY =1 piafrtici pantds housing deci si 0.629 5. 8F4 1.163
introduced policies; 0 if othe
AGE =1 if participant is under 28 0.078 -3.942 1.1414
GENDER =1 if participant is female; 0 0. 331 -0. 096 1.333
EDU =1 if participant has a bachel 0. 827 2.075 1. 348
OCCP =1 if participant is in the re 0.049 -2. 338 1.100
| MPROTANC|=1 piafr t itchigfnakmte o wner shi p ;Dsi feovy 0.800 2.219 1.156
HOLDI NG|=1 if participant hol dsO tihfe atrH 0. 439 1. 442 1.317
HAI DI AN|=1f property is in Haidian; 0 0.220 4. 956 2.019
CHAOYAN(=1 f pr opCeratoyy aifisgiifn ot her wi se 0.522 -2.889 2.288
SCHOOL =1 if property is in the schoo 0. 4485 1.342 1.189
FLOOR =1 if the property is at | ower 0.190 6. 6372 1. 187
ORI ENTAT=1 if the psopetyfi ®othacwnge 0.820 2.811 1. 176
Adj R 8. 695%
F-statistic 4. 104
Not*e*:* p < 1%, **p < 5%, *P < 10%
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di fferences am@delhet o efsd ¢linlgi Ao fd u ynypPAtRadr CiladesA T

included as an independent vari abl e, MKT eh i
included to control for participantsd®é mar ket ¢
Eight independent variables are included in t

background and soci alAGEGHEHNDERDYuUuredlc. Yyal Pedpeéer
characteristics ar e evaluatedt iboysHAMND.I @guid ng
CHAOYANG neighbor hood ScOhHQOY®ctenrd sst cact(weragl. ,c
FLOGRWARI ENTATI OAWNter controlling for the part.i
background, socialanangpropéturasd veedeni c c h a
esti maRARTN CoifBANsTt at i sttilcyal gryeastigmifha®dh0 eséel
of the coefficients are-cwhaasedstemt Wisit taa dnaceed e re a
The model passes theset&amsey}. REGET ToaerebDlF sug

not suffer from omitted variabl e bi as. Al V
correlation among the inlcdw.deNo iseripemnsentar v
bi asness i ssues exi st i n the maomdooln.ftiAthMyeT Ae s ul

WTP gap exists in the housing market.

522 I nformation asymmetry

The sellers and bageosdiang tbenhheiairr pWDhRegdp e
of each iompekirviyduals pmditoveot egca pisn cTad bclud a4 ed f r o
WTAWT PGap 1 and Gap 2) are st LAPSdand tfhoem ml
diféwcaei fferenceasmeddepaeadegt variabl e itne t he
the testing2fomdhélyposhexifs vari ablksuldesi nist ipo
Tabl es, 8raspged®ti vely.

Three modeles & oehtyepsotti hhtedste s . Model udes nodbpl £h 8

forces (e.g., information asymmetry, psychol o
The | imitation of such a model i sqguhveouSubsh
confounding factors (i.e., participants6é6 demi

propertiesd hedaori comhaMdadedr 2saindsahe i mdlew ée
Model Tab98Beod heMsd?2 andsBamn i Tnpbloer eInent of Moc
to the explanation power. Mo d el 3 includes th
forces with the | argest adjusted R sqgdalre3. Th

The WTAP gap Wwikemugregesr do not know any privat
benchmarkin$oemation asymmetry pWTBi gahenttloy be:

80,550 | arger than that i n angye so twhheern csaesld.erls
degree of | oss aversion. Sell ers are fMThkeutbas
aversibact S i ndirectly obtained i n Mo d el

psychol ogi cal force. The mediate effect is ev

LOSS AVE®RMBd OiNhe control variabl exaampd ehe@dxmpiec |
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moderate the &effect of psychol ogi cal force,

coefficientEDWKLtS*MaQS SO NAAVIEIRS]I ODNnding is dcdomssis
(2003;. ZIh®4)negathH@leDIIN@&*dL PYS _AWEIRSAtONs t hat a
period (tih.aen. ,f imereyears)L@&%Ppl AVERSIN® Maed de flifi @t
WTP gap of t CeAPY AaN@IrAtl iDéwsh Mienns when homeewrser. s

Al | e sotnismaot f coefdarce emasse d no nT aWH iet oen shitesttedar @ 15 & &
errors and covariance. Al | VIF statistics are
the second hypwdwkscbk snhatéssthat when all ot

asymmetry afiI WERtgahdiehdM&i ng mar ket .

5.2.3 Information disclosure
The &effect of inf or matiWwrrm asympraetinty om the
significamarlkeda.d ghocvd voenrs, i nf caemiat € orind ddebsec | o

effectr maft iiomf asymm8tig. tdgpe@etdhdyi stacking Gap
col umn GAePcSt bo Pl ace-iwn fd ediemfcese moa er i. ablflhes i (n
Mo del 1 liDmr €alllhee same as tibe 20@®dd clonusel liinn
confounding factor s, participantso6 demographi
interaction IWePmgapthe WEAMAuced by RMB 90, 81C
di scl osed. The model Teasstdast t=h el . Babms)e ya nRIE S\HTF
supports the | asttudhywipiochest ati®ViPthap iiber WdA
private information is disclosed. | nf ornmaat i on
shortemetbe the market, thereby resulting in

efficiency.

Adding to the compl exity of this study, t he
psychol ogi cal forces i s examined IINFORRNDNdEdi n
LOSS AVERsSdd@©NModel )2 iTheTablgemi £0 canft tama qoefif
esti maltNFOR odlI S* L OSSN gAgeEsRSI GQMat the effect o
after information Tasygmheinidly nipse faddtrees edonf ir
the following sections.
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Table 8. Variable definitions and descriptive statistics (H2 & H3)°

27

Category Variable Definition Mean
H2 H3
Dependent|GAPS =WTANTP gaps from different scenaril09,240104,11C
I nformati|FULLI A =1 if thbhighplegelnofh information 0.500
asymmetry|/l NFOR_DI|=1 if the gap is obtained from the 0 500
i f other wise ]
Psychol og/LOS&VERSI|=1 if sell ér iifs oltchses wad wseer s e ; 0.506
Mar ket ex MKTS =1 if sel lnearr kleds eax pdeccwimat i on; 0 i f 0.016
MKTB =1 i f buyemarhkaest ae xdpoewcnt ati on; 0 i f 0.039
I ncome ef|I NCOME_ S|=1 i f s e 1210e0r0®M iRNMEBo, med> | f ot her wi se 0. 584
AFFORDABI|Maxi mum amount that homebuyers canr 4,7 5,6 RMB
Policies |[POLICY_S|=1 if sellerds housing decision wi
: . 0.403
0O if otherwise
POLI CY _B|=1 if buyer 6s housfiencg edde chiys itchre wiel 0 681
O if otherwise '
Control Vv/AGE_S =1 if seller is wunder 28 years ol @ 0.075
AGE B =1 if buyer is under 28 years ol d; 0.083
GENDER_S|=1 if sel |l ert hieg wiiesmal e ; 0 if 0.223
GENDER_B|=1biufyiesr female; 0 i f otherwise 0. 358
EDU_ S =1 if seller has a bachel orbés degr 0.823
EDU_B =1 if buyer has a bachel or6s degr € 0.826
OCCP _ S =1 if setbkbal Bestanhethector; 0 i f ¢ 0. 0409
OCCP_ B =1 if buyer is in the real estate 0.049
| MPORTAN|=1 siefitlhesindkkmeowner ship ;0si ¥eoyhe mwb! 0. 839
| MPORTAN|=1 biufyteremdkme owner ship ;0si ¥eoyheée mwbd 0.787
Propertiesd hedonic characteristics are not included in this table.



Table 9. Regression results (H2)

Variable Category Model 1 Model 2 Model 3
Coefficient Coefficient Coefficient VIF
C Constan 4. 237 -0.315 3. 35t -
FULL | A Il nf or ma . _
- asymmet 8. 055 8. 055* 8. 055 1.07
LOSS_ AVERSI ON F(S)?IEEOI 2 454 5 931* 10 .
MKTS Mar ket -8. 673 -12.059 -7.77¢ 2. 03
MK T B expecta 15, 58€¢€ 16.605 16. 12" 1. 2E
I NCOME _ S Il ncome 1.62¢ -0. 048 -0.59 3.9
AFFORDABI LI TY 0.00C 0. 002 0.00: 2. 0¢
POLI CY_S Policie 5.468* 4. 970 3.07
POLI CY_B -1. 996 1. 70 1.5C¢C
AGE_S Control -3.6914 0.28° 3.42
AGE _B variabl 5.260* 4.065 1. 14
GENDER_S -6.031* -7.004 2.57
GENDER_B 0.299 0.54« 1. 2¢
EDU_S 6. 031* 8.363 2.6°¢€
EDU_B -1. 987 1. 22 1. 4E¢
OCCP_S 2.490 -5.92 4. 17
OCCP_B 2.642 3.63¢ 1. 2238
| MPORTANCE _S 7.937* 5,275 2.5C¢C
| MPORTANCE _B -1. 307 -0. 84 1. 24
HOLDI NG 1. 237 2.900 3. 1¢
HAI DI AN Hedoni c 2.901 2. 38 4. 01
CHAOYANG charact -4.266* -7.958 5. 1€
SCHOOL 2.302 2. 75" 3. 1¢
FLOOR 7.460* 5,334 2.2¢
ORI ENTATI ON -3.822 5.401 1. 838
| NCOME_S*LOSS_ A/l nterac 3.49( 5. 6¢€
POLI CYOSS AVERS|t er ms 2.17 5. 7¢
AGE_S*LOSS_AVER -10. 27 4. 12
GENDER_S*LOSS_A 4. 38! 4. 3¢
EDU_S*LOSS_ AVER 5.967 9.5C
OCCP_S*LOSS_AVE 12.80 4. 02
HOLDI NG*LOSS_AV -4,53¢ 5.6¢
HAI DI AN* LOSS_AYV 16. 73« 3. 94
CHAOYANG*LOSS_A 7. 738 8. 6¢
SCHOOL*LOSS_ AVE 1.66:« 4. 6C¢C
FLOOR*LOSS AVER -0. 01 3.8C
ORI ENTATI ON*LOS 3.26¢t 9. 3¢
Adj R? 8.863 19. 406 21. 753 %
Fstatistic 13. 46 8. 715 7. 108
Not*e*:* A %< **p < 5%, *p < 10%

., OSS_AVEIRSIIOINgh| wi thrthkeataderacti olnOSSe rANVSERISH40Nr ng htame
Hence it is removed from IMOS®]|AWBERS OMdhbilreec?.] yThe pe fufr ea
terms with control variabl es.
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Table 10. Regression results (H3)

Variable Category Model 1 Model 2
Coefficient VIF Coefficient VIF
C Constan 9.539 --- 9.583* ---
| NFOR_DI S Informa g g1 1.059 -11.570 1.921
asymmet

MKTS Mar k et 12, 11¢ 2.356 -12.338 2.360
MKTB expecta 12, 90°¢ 1.239 12. 760 1.241
I NCOME _ S Il ncome 3. 02 ( 4,218 -2.902 4. 248
AFFORDABI LI TY -0. 00 2.030 -0. 003 2.087
POLI CY_S Policie -4.268 3.480 4. 201" 3.493
POLI CY_B 1. 34¢ 1.519 -1. 390 1.527
AGE _S Control 3.06C¢C 4. 225 3.201 4. 387
AGE B vari abl 4.564 1.125 4.662"* 1.129
GENDER_S 2.67! 2.980 2.527 3.063
GENDER_B 0.42¢C 1.360 0.417 1.369
EDU_S 4.547 2.688 4,946+ 2.721
EDU_B 0. 251 1.370 0.212 1.397
OCCP_S 2. 18¢ 5.303 -2.014 5.263
OCCP_B 3. 43¢ 1. 232 3.430 1. 242
I MPORTANCE_S 6. 299" 2.633 6. 507+ 2.651
| MPORTANCE _B 0. 037 1.215 0.031 1.218
HOLDI NG 2. 85z 3.680 3.063 3.771
HAI DI AN Hedonic 0. 58¢ 4. 250 -0.110 4. 438
CHAOYANG charact -3.60: 5.972 -3.192 6. 117
SCHOOL 0. 49¢ 3.108 -0.471 3.107
FLOOR 5.543: 2.251 5. 742* 2.308
ORI ENTATI ON -3.685 1.918 -3.372 1.968
I NCOME_S*LOSS_All nterac 6. 556 5.917 6.228* 5.988
POLI CY_S*LOSS_Alterms 1.541 5. 837 1.556 5.961
AGE_S*LOSS_AVER 9.760 4. 654 9.526 4. 833
GENDER_S*LOSS_A 3. 14:. 4. 799 -3.578 4. 890
EDU_S*LOSS_AVER 0. 67 9. 052 -1. 341 9.315
OCCP_S*LOSS_AVE 13.05 5.073 12.66 5.099
HOLDI NG* LOSS_AV 4. 45¢ 5.830 4. 766 5.965
HAI DI AN* LOSS_AV 7.816¢€ 3.906 6. 966 4.018
CHAOYANG* LOSS_ A 0. 884 8. 485 0.152 8.718
SCHOOL*LOSS_AVE 3.037 4. 696 2.922 4. 742
FLOOR* LOSS_AVER 2. 29¢ 3.797 2.140 3.831
ORI ENTATI ON* LOS 4., 39¢ 7.679 3.507 7. 863
I NFOR_DI S* LOSS 4.914* 3.347

Adj R? 19. 267% 19. 658%

Fstatistic 6.243 6. 227

Not*e*:* p < 1 %, **p < 5%, *p < 10%
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524WTAAE gapsahditAAd gap

All AEs are standardi zed A® ddmo batreastied d RMB 6T
obt ai ned -Saenm rSiedslodb itaanidn eAdE-$ ¢ @ema rAige nD are used
testing o4 HeddtehessHi SWTAs are generally higher

Fi gassrheows t HAE @aWTAxi sts in all administratiyv
115 -
110 -
105 -
100 -
95 -
90 - m Seller
85 | Agent
80 - I
75 - . . . . : : .
AQ’Q% 5 %49 & o 430(’0 &
o & & ® é‘QS * %qu;
G %@\ & <

Figure 9. Sellers’ WTA vs. AE (Scenario D)12

Sushbequently, WTAs and AEs are stacked toi-#fhorm
di fferences modeliAE ogsaphé ¢ k eixi st bewiW&dA partic
propertiies dc hhaegdaacrt er i sti cs are controll ed. Th
PARTI CIWHINCGh i s equal t o elr wii sre . s ltlheerrs caomd r @ |
participant s® marMKet, epxapretcitcatpiaonntssA®AGCGE ,haa.GENDER.
EDUQCCRBNHOLDI)NG and properties6 HAeIdDINAN, cOHAQ@YXA
SCHOOL, BDORRENTATINCOKBEIJMPORTANGE excl uded fro
specification because t heseesttwaot ev aargi eanbt| seds eaxrpee

Af ter controlling for t he participants?©o mar
propertiesd hedonic charact eRARSTLHIICISPANEh @t icote
significantly gdelatér illphddabbPedfsere Mosel |l er so

hi gher on average than real estate agentsd ev
het er os kceodnassitsitceantty st andard errors andRE®SERTr I ¢
Testst@kF = 1.019), thereby stiggestriomgomhat edhe

“"To make sure séhmd xteBEsiteasdi r'WlcAt | y comparable at base |
and AEs are based on the market price.
2Shunyi has only one data point, thus, it is not incluc
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Table 11 Regression results (H4 and HS)

Variable Model1 ( WT-AE gap Model2 (i s o IVATtAREH g ap
Coefficient VIF Coefficient VIF
C 97.112 --- 84.847*
PARTI CI P 7. 532 3.627 11. 405* 3.629
MK T -10. 232 1.091 6. 599* % 1.075
POLI CY 6. 727" 1.592 4. 268* % 1.411
AGE -0. 823 1.588 0.399 1. 444
GENDER -3.930 1.127 2. 495~ 1.162
EDU -0. 732 1.209 4. 483* % 1.230
OCCP 6. 464 2. 842 9. 384*+* 3.019
HOLDI NG -1. 763 1.290 -1. 089 1. 343
HAI DI AN 0. 792 1.562 -0. 755 1.7614
CHAOYANG 0.375 1.470 2.539* 1. 753
SCHOOL 4. 125 1.161 1.460 1.1314
FLOOR 4. 3907 1.155 4. 764*~* 1.253
ORI ENTAT 2. 207 1.142 4. 944*~* 1.133
Adj R? 8.924% 8.771%
F-statistic 5. 666 5.578

Not*e*:* p < 1%, **p < 5%, *p < 10%

Al VIF statistics i s |l ess than 5, which in
independent variables is | ow. No serious var.i
The results support sthbhbHlye&kpesi magpeabl esfgfse ltien ot
fis el il g h;l odmueynd.ensgl | ers and real est adfe agleinitr
proper tdeeswraonfdi ssscteemf ul transactions; theref
in the omlayyedi fTher ence between sellers and ag:e
of the properties whereas the | atter does not

to belongings and induces a seddwWTBfgaemdamwdeW
AE gap confirms that the endowmrmarmhtn eenfafne cett e

can be replicated in the housing market.
The preceding model specification is repeated
WTA &AmsbbtainedafiromESctenfacilitate the testin

are formulated after excluding the effect of
| oading of the c cPARTIl CilidMiINNMedali nidAt ndn cTathe £ t |
i SOIVATTAAE gap exists in this particular market
real estate agentsod6 evaluatThescoaf fawereade e
PARTI Cli mPANVIO d e | 2 i s hilghler Tthhem acghhahnegued €inni Mo d b i
estimation i mplies that real estate agents di
strudeteat s in this ocfasteh)e sned per otphearnt ioewsn er s

By improvingtthe KXapmemame 9,t tahe r(els9wI0tis odfat & d
WTAAE gap rfeudrit¢heer ef f ect of i nformation asymme
i solendcadwment effect exi sts i n the housing m
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addr essi ngasdyymmeatnray,i otnhe endowment effect rem
investigating the endowment effect insefiighhou
bulyoowoi et al so the information asymmet héissetcf e
basedicmo|Whisa & gap.

Table 12 Variable definitions (H6):2

Category Variable Definition

Mar ket exp MKTA = 1 if the -mwmgekttha
expectation; 0 if o
Policy POLI CY_A = 1 if the apgeernfto rtnha
been eaf f(Ebaottohaaldl npeg
by the recently int

ot her wi se
Real estat AGE_ A = 1 if the agent 1is

characteri ot her wi se
EDU_A = 1 if the agdeagr ba
above; 0 if otherwi:
GEDNER_A = 1 if the agent i s
WORK_YEAR Years that the part.i
a real estate agent

5.55¢el lloesrss€r si bao BVWartheEsa p

Sell ers and agents are paired upi saocclvadtAdldE nggapg o
of each individual iprod\WEA&MG .g alph ei sv ad aures iodf e rtehde

the endowment effect Iin the hependegnmanvliaet abw
regression analysis. The i nLdGeSpSe nAdVeEENRIS Ir D ailrcii gobalr
mar ket expectations, policy (e.g., whet her 0
participantsd shpesiogmadee) si omropertieso he
characteristics, and agentsd char adgenit sHi os c
not included in the agentsd characdreri stics V:;

Four model s are estl maoace |t @Bitserctdaly @etr eas eas &
t his section. The i ndependent vari abl es i nc
LOSS AVERSp®OMNtici pantsd mark&epte eape@todtiicyns,a
hedonic characteristics. As antdi mpoowvemlent oo
characteristics, real estate agentsd characte
| oading of else | moteilOBISc RY¥ERENON e observed I N
Specifically, t he magni t uidso | Wit AsNdh eg aepn)d oiwmMme md ¢
approxi mately RMB 90,000 RMB if the seller i
results support tdteu d yalsdetl iygpsst haevseirss iiomn tahfifse ct

sell ersd WTA gemd srfe &lvaé¢ 8B a lieamtdeogqvimeeant, etfiect ) .
consistent with those in previous studies cl a
BThe definition ofseddlelreeds@reartdetdi oanvse,r sselnl er sd charact
characteristicsTabée&shdhusameotas ntchatdeidn in this table
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Table 13 Regression results (H6)
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endowment Effeson (&. Gastgant 20Ma Rkt MNazv,aHDWEWV)e r
the current study obt aii o |dathdeodw neel natt seefhfidaads an
aversion by wutilizing the field experiment ev]

Besitdlees, endowme nstmad fl f efcotr it hHA GhYoAlNe@ wah etr s e | ef f e

for the properties on the | ower floor. Seller
endowment effect. Real estate agentod agéeced
eval uations. However, female real estate ageni

To sumMmM&rAWER ,di sparity exists in the housing r
per RMB 1 niiolrlmaemon asymmetry effect can enl a
ga@n be reduced by RMB 52,750 when privhda e i
WTAAE gap is RMB 75,320 per RMB 1 mil | I-WTnP, w h
d sparity. Thi s eesn bbeucyaeursse itnh ead er taarien kadmi ni st
WTP ovEveaenything el se Dbeing equarRMB 114,0680ewhichsso | at
larger than the WTAAE gap. This is because real estagerdas discount structural defects more than

homeownersdo Sel |l ersd | oss aversi on poisolated emdowmerft éffect t t

A

increases RMB 86,120whene | | er s 60 ifceasesslanter si on

Table 14 Hypotheses tested and results

Hypotheses Results( per RMB 1 mil |l i on)
H1: WA disparityThe benchmark gap is RMB 63,
H2: I nformation aThe effect of i nformation as
143,560
H3: I nformation dlnformation di s aglagps brye RavBn 5r.
H4WTAAE gap The WEA gap i s RMB 75,320
H5l:sol ated endowm T The i sol ated endowment effec
H6Sel |l ersé6 | oss a The isol at ed iemcdroenarseenst RMBE e&
endowment effect sel |l er so6 ilnocsrse aasveesr sli ounni t
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5.3 Discussions

5.3.1 Income Effect

All WTR disparities obtained in thilsn stthuedyf ii
experamegmoperty i s not assigned to the potent
the amount that he/ she can afford. Consequent
design of the experiment. Tdnisf icoarctl uso efnf ii si

AFFORDAB( dd el YMode®9amBd i Modalbl@®orndeéalbl € s) .
5.3.2 AdministrativeDistricts andPolicy Implications

Prior to this PeeplBamrkpefri @bhha t beratea, ideaspoc
reserve requirementTheaned fdeocwn opfaygnoevnetr nrireetnet  p o
t hstsudyhese policies affaeactdi idéme eselllvarysddtisaiel
The pattern is @l salli ncdmisnisdterndt iacer oki stric
prominent when t he i nteraction t erChisAOYAN@ e e
HAI D) AMPhAQIL | CY _ S/ P®OrLd Ca¥ddB8ed to MOdeaIsHAN PDilanNdTa b |
CHAOYANSG examWmTAWTP tdaep is significandAlDIrANMuU«
when buyersé housing decolki.oinHEe wervee r a f fpercotpeedr
unattractive ClHBAOYVAAED P enhsor safrfemct ed by these p
SubsalanmMiRAP g&PAONYANGE e Modeldb2 Thi Tapbhetern i ¢
the official statistics on transaction volun
transacti ohHAWIIAINSGe gninfi cantly r educeedi,ncwheerseea
HAI DI(ANMe FDP.gur e

Table 15. Regression results (Administrative districts and policy implications)#

Variable Model 1 Model 2 Model 3 Model 4

POLI CY _S* H/ 3.600 5.663

POLI CHAB* DI A -8. 418" 6. 030

POLI CY_S* Ct -1.69 -1.49.

POLI CYXCHBROYAI 5.028 4. 437

SCHOOL* HAI DI 16. 555

SCHOOL* CHAO\Y 5. 681

Adj R’ 19.88¢ 19. 48 21.94¢ 19. 78

“Ot her independent variables are omitted from the Tabl e
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Figure 10. Percentage of transaction volume from February to June 2016'°

Adding to theheompleeaxirti pw, ofdi fferences across
observed when focusing on t heapfoperMoegs!] I3 a
15PHAI DileXMi bits a signifiiwWaRtgamcrerasésamaead,bel
wher@HhAsSOYANNGesents a reduction in the gsatpudyThi
buits heds | ight on potent,i aH o urseisnegamr et imsnis osmcgh o
Further secest®srcywmpare the decision bias of s
and without high quality school s. Hianuws ii mg r palu
for administrative districts with high school

533Ro b usChneecskdso shts er si on

Mod el 4 1Bns-@dmbl mated wusing two alternative d
confirm the effecbnot hseel el ab eldolTshsed a vemmrusl itt ose fa
i n TlaBb | e

Fi rLsGS,S_AVEIRSI|I OD8lpL®&&§&dwhkhy h i s a continuous va
vari abtlhee (csoeleumn who Mbddlssbahpl Sdbhrbe@eenari o F i

sell ersd exypiezednelndass emqrudhl gai n areothediigatdd | to
domai ns. Specifically, assuming that the wuti/l
of satisfaction increases from 5 to 7) for a
they wil/ val seati Béiactidegr eé¢ aoOnNniZednteds wiidl

200, 000IG. raheolLi sLOSSBuppos aetfh ate SSeellSesrsdri es
i X, tLhGeShSs de foionveyw edyx uv8

®The data of transacCGhioma viodh dieme Acacdemw.i ded by
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Table 16 Loss, risk preferences, and loss aversion

Category Variable Model-Loss Model-Risk preferences Model-Loss aversion
Coefficient Coefficient VIF Coefficient VIF
Constant C -16. 81¢ -16. 615 -12.70
Ri sk/ Loss ¢gLOSS . 431*
RI SK_AVERSI 6. 897* 1.971
LOSS_AVERSI 8.612° 1.88
Mar ket expdqMKTS . 438 2.21 -12. 743 1. 74757 -17.78: 2.27
MKTA 841 1.20 4. 482 1.19: 1.657 1.20
Policy POLI CY_S . 786 1.67 -1. 568 1.65¢ -3. 03 1.67
POLI CY_A 421 1.56 5.625* 1.44¢ 4.912z 1.64
HAI DI AN .003 2.17 4,447 2.007 -4.06: 2.24
Hedonic chgCHAOYANG . 792 2.67 6. 809" 2.77¢& -6.735 2.83
SCHOOL . 462 1.72 -:3. 038 1. 81¢ -2.98° 1.66
FLOOR . 036 1.57 8.532* 1.50z 11.45: 1.58
ORI ENTATI ON 699 1.47 8§.178* 1.57¢ 4.501 1.45
AGE _S . 440 1.52 8.391* 1. 47¢ 6.979 1.54
Sell erds GENDER_S . 576 1.94 -3.580 2.06: -3.68: 1.96
EDU_S .344 1.91 -4.999 2.04¢ -2.49¢ 1.88
OCCP_S . 380 2.36 7.146 2. 27¢€ 5.87¢ 2.35
I NCOME_S . 740 1.62 8. 724~ 2. 13¢ 3.30: 1.58
| MPORTANCE | . 195 2.23 2.249 2.12¢ 4. 232z 2.37
HOLDI NG 471 1.53 4. 230* 1.50C 4.089 1.60
Re al esta|lAGE_A . 990 1.51 -1. 151 1. 49¢2 -0.86: 1.51
characteri EDU_A . 442 1. 24 2.579 1. 25¢ 2.72¢ 1.23
GEDNER_A 112~ 1.21 6. 063* 1.17¢ 5.993° 1.21
WORK_YEARS . 069 1. 42 0.329 1.357 0.05¢ 1.42
Adj-R’ 12.957% 11. 352 % 14. 1449
Fstatistic 3.190 2.884 3.424
Not*e*:*p < 1%, < *DPO0O% 5 %, *p
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Table 17 Difference between agents’ AE and buyers’ WTP

Category Variable Model 1 Model 2
Coefficient VIF Coefficient VIF
Constant C 6. 481 2. 667
Mar ket expgpMKTB 11.676* 1.203 11. 696* 1.181
Policy POLI CY_B 1.900 1.299 1.481 1.317
Buyer 6s AGE_B 5.033 1.102 4. 571 1.117
characteri|/GENDER_B 1.631 1.1009 1.569 1.103
EDU_B -3.192 1.252 -3.125 1.257
OCCP_B 2.520 1.124 2.6014 1.125
AFFORDABI L -0.011~*~* 1.262 -0.010*~* 1.249
| MPORTANCE 0. 752 1.186 1.178 1.189
Hedoni c HAI DI AN 5.182*~* 1.508 5.015*~* 1.478
characteril]CHAOYANG 4.632* 2.078 4. 868** 2. 074
SCHOOL 2.9414 1.441 3.187 1.4514
FLOOR -3.656 1.103 -3. 798+~ 1.101
ORI ENTATI C 5. 555** 1.257 5. 759* * 1.272
Ri sk prefeRI SK_AVERS 5. 115** 1.132
Adj-R’ 5. 058 % 5.777%
F-statistic 2.512 2.616

Not*e**p < 1%, **p < 5%, *p < 10%
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6. Conclusions

The disparity between sellersdéd WTA and buyers
predictions. This disparity has attracted much attention from academics and the industry for decades
as people attempt to understand the drivingdsrbehind the disparity and the interaction of such
disparity with transaction volume and market liquidity of traded goods. However, most of the
existing studies investigate the WI'WTP disparity using instruments such as ordinary private
goods and lottgr Real estateelated instruments are considerably overlooked in previous literatures.
This paper identifies the existence of the WTWTP disparity in the housing market and
investigates the driving forces behind this disparity by providing field expetieddence from

Beijing, China, to bridge the research gap.

Firstly, the relationship between information asymmeimjérmation disclosure and the WTHWTP
disparityin housing transactionis establisked By conducting a field experiment on the secapda
housing market of Beijinghis study confimg hat t he difference betwee
WTP is significantly greater than zero in the housing market. Information asymmetry contributes to
the discrepancy between WTA and WTP. Home buyersudacertainty and ambiguity with regard

to property conditions because they are usually minimally informed. Consequently, buyers may
apply for alarge discountto future cash flows to compensate for any uncertainty and risk, thus
widening the WTAWTP gap in the housing market. This phenomenon corroborates the uncertainty
hypothesis in previous studies, in which ambiguity increases thei WA disparity(Casey, 1995;
Shefrin & Caldwell, 2001) Information distosure effectively reduces uncertainty through the
elimination of information asymmetry. This elimination ultimately leads to a reduction in thee WTA
WTP gap, therebgncouragingeople to close deals.

Secondly, lg conducting a field experiment that invek real estate agents in the secondary housing
market of Beijing as a thirdarty groupthis paperfindst hat t he di fference b
and AE is significantly greater than zero in the housing market. The results confirrthehat
endowment effet exists independent of thieellhigh, buylowo biasand information asymmetry

The results suggest that even afedtucinginformation asymmetry, thisolatedendowment effect
remains in the housing markdthe relationship between the isolated endoninedfect and selleés

loss aversion is then establish@dhe relationship can be confirmed by both theoretical model and
empirical evidenceSellers and real estate agemmtshis experimensharethe sameoositionin trade

in terms of the agreed price of transaction (i.e. earning profit from transactions if price is.higher)
The only difference between sellers and agents is that the fgromgrhas physical ownership of the
properties whereas the latter does r@hysical ownership promotes emotional attachment to
belongings and induces a sense of endowment. Parting with endowments and entitlements induces
loss aversion, thus leading to a high WTA. sum, loth the endowment effect and information
asymmetry contribte to such disparityThe information asymmetry effect can beducedby
introducing information disclosure laws. However, completely eliminating the endowment effect
without understanding the psychological or emotional driving force behind it is diffiduk open
guestion sheds light dhefuture researcbn extending this study.
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This papercontributes to thacademic communitlgy bridging the research gagndinvestigating the
WTATWTP disparity in the housingmarket and show thahe housing markeindeed exhibits
WTATWTP disparity.This study alsaconducs the first set ofexperiments thaglicit real market
part i oMTA& WTPyduesin the housing market. Thesgperimentsare also the first ones to
haveincorporate informationasymmetrymatrialsin theelicitation process of th&/ TATWTP gap
Real propertiesin the market are used as the stimuli in the experimemtsch remove the
hypothetical ownership biasorf the first time. Similar experiments can be conducted with
institutional real estate investors; the study should be replicable to the rental miheketsearch
enhance the understandingof housing consumedsdecision making processefore andduring
transactions and fe#rs an answer tbow homebuyers and sellersan bemotivated to close deals
quickly. All market participants can benefit from this studty.particular,nome ownes should be
conscious of the presence of their endowment effecs@ivé tominimizetheir decision biad they
want to seal the deal quickly without having to unfairly compromise on the pheestudy can help
home buyers to identify willing sellers and make better decisibhe. sales performance of real
estate agents can be promoiethey can successfully identify the willing sellers and buyers with
minimum decision bias. More importantlyhis research willeventually facilitate an effective
housing policymaking processFor the policy makerslesigning housing regulations housing
consumer8 psychology should be taken into consideration to minimize their decision bias.
iBe havi our a lalsorbal idcgrpoted @ palicies to improve market efficienciEnacting
legislations such as seller information disclosure or similar Eamsenhancemarket fairness by
protecing homebuyer8right and reducing the uncertainty regardthg condition otthe propeiies

on sale By providing a good understanding of the WFWATP disparity in the housing marketjg
research also offers the knieage of the driving force behind real estate market trends (e.g., market
liquidity, transaction volume, market efficiency, etc.).
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Appendix:
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Second, hi storical i mihadr mhatuirony e@am st g op riisc epsr
third scenarios, respectivel y. The objective
mar ket condition using current market infor ma
guestionnaire and ®Bleecstéesar Wedbers &oWwWesHtfems
Chenavaz TRO&®&1lilhcreasi vgl-$@adrasr i(0 . BS calBde&ES8R Y hion
of property prices are provided on the basis
in the past two and four year s, respecsSekeéy.
Scenari o B and ReMB ek.nmrmiol IC)omrien cal cul ated b
the basis of the current average price and t h
Sell er: Q17. (Scenario B): Assume that you are &

current nhaaskeitneprreeacseed by 15% (t h7e 2p riii.d dWhowo iy<s at
mi ni mum price that you can accept for your prope

Sell er: Ql8. (Scenario C): Assume that you are a
current nhaarsk eitncprreiacseed by 85% (t hde. 5prmiclelWhaiur i § et
mi ni mum price that you can accept for your prope

Third, the participants-base-f puphb indhedkoewn tshc eanra
The desifgrdiloghu etsntel on and the scenari o i s- consi
dependence preferekKoszegdelangr®@géyedi oh t he
poi ntad faerce edemty expectations of future outcon

®The prices provided are based on the sample property ¢
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determined by the expected future outcomes o0

Mor ewedge & .Gihlgdlroignet piddippaggntt s are asked about t
property market I n -/Bsetig b tmeg/rdkodwnt eowdr t6j oani 8pé
based on their response to the following ques:
Sell er Q19. What i s youar le«tpeicrt aBeiojni mdpdDut t he
1. The property price wid2) .continue to increase
2. The property price=2%il]l become stable (go to
3. The property price will-2Bgcrease by a small d
For exampl e, I f -maplet i expaotathiasmmaake umiscenat
Sel-$eegnari o D below) wildl be assigned to hi m/h

Il er Q20. (Scenario D): Assume that iynaeuease ¢
in the next few year s. uWhcaatn iasc ctehpet nfiionri nyuonu rp rpircoes

th, a hypothetical scenario is provided t
rence points when thseye xpplsasiersesd pirn vtahtee a sns
1, nei ghborhood and | ocational characteri st
cessed by both homeowners and buyers. Pri v
. g. ., straespacabl lgnestructur al defects), p
aracteristics are disclosed for mar keti ng
enari o is comMengtent uwi &RaELhtaiadc ul@Drli2ghef ¢ s
ed in this field experiment is the potent
nsidered one of the most serious | atenthero
condariyn mahikrea, as the embhbhkesdasedafioon i e@xl
ality. Problems such as cable concerns may
operty or occupied the property fon Sa-l terta
enar sopEOvhdemd sell ers:

@ O

NMTLQVWOCWVWO—~D W T
O CDOW”WOITOO

Sell er: Q21. (Scenario E): Suppose that t he cat
residenti al area were of mediocre quality. They
you renovated vy ourt emrtdpdr tuyn.d elsfi rtatbd e characteri
mi ni mum price that you can accept for your prope

Fi fth, the foll owimgme c&elaldéedseir sni preb wihpd diletv 8
averse. Similarermntoalt hsee tntainngg sg xipre Kgamynehr o led g ya |

& Chenav,azddrlee of satisfactiigmiins uatillitzed
Equwuilzed | oss and gain are assi doa&idn tdo mailn s
foll ownagiSossec€€eanari o F) . Tigearn ei&)(tlerrat i Dhel sl ocs
Partici peantey seei@ frladtshsd LLs greater thanHanench

et al. gsgedaedically, assuming that the wutili it
degree of satisfhadryi bor i aor &MMBe200rO0™0 gdai n,

about how they wil/l val ue their d egirzed olf o sssa
RMB 200, 000) . Parti cdawearnge wvwahen ctomeiirdedegr deo s
317

" The experiment will be terminated if a participant selects a degree of satisfaction of 5 or higher for the loss.
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Seller: Q22. (Scendri,oth)e: hOmhasscalegrefe bDftaoati
degree of satisfaction is 1. Suppose that the |
mi ni mum willingness to accept for your property
When the’ bbyd price and your mini mum willingnes
satisfaction drops to 5.

I f the buyers’ bid price is RMB 200,000 | ower th
value your degree of satisfaction?

O1

O2

O3

O4

O5 or higher

Mat erials and scenabekperi me8tage two (buyers
According to housing preferences 4di@rde ad f fporrodpaebr
obtained from Stage one (sellersd experiment)
B (fiscenari oso) . The firi®t febterdsgtandiligomet he
and buyersé6 experi Hewkesenrei hhéheamase of t he
he/ she is willing to pay for the property (1.
provided for the earlier case.
Af ter t hebaxepéstiab iveatrdkoewn cBurydSicteinaamr i @ D) s
home buyer s, t wo Byuy@tberarcab Ecemar iFgs wi t h
mat erials Bug®wxeareartiead .E,] nhome buyers know | itt
reminded of thprogkehemsal ot athea secondary prope
information asymmetry, buyers may apply a di s
uncertainty and risk. The following asgmmet oy
affect siIWTRPRegWpAin the housing market.

Buy 21 . (Scenario E): Suppose that you | earned
uncertainties (e.g., l at ent probl ems) and probl e
béckage of dr ai ns, and cracks on the wall, mi ght
may cause future expenses. Given these issues, W
for the property?

| Buy-®8cenari o F,f aoarhneatlieovnelasoyfmmen ry i s reduced
of the private information. Home buyers are |
t hat they are |l ooking for is excellent, excep
designed to determine if infiZCThagapn discl osu
Buyer: Q22. (Scenario F): Suppose that a friend,
in this residenti al area, tol dargauwbabagenbeabuwnl
The only concern might be the cables, which are
you are willing to pay for the property?
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Mat eri als and tskremerntogste i inmé&n ta)g e

Afteexpédebasedsaupblmea/rdkoewtn cAogredi¢teinam i © D) i s pr

real estate agents, Agpe®8dehnyaproitohsetE)} alwi tslitenaf o
materials 1s <created. The f ol | oavg exrgt ssbc eenvaa |i we
properties if they are aware ofofantyherpwvaper t

Ql10. (Scenari o E): Suppose that you
s used f ordetclog aitmiotni aln itrtier nraelsi dent i a
ed were of mediocre quality. Maj ority o
s when they renovated their property.
i lol
[

@sed,on your work experience as a real
i's property?
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