ARE HOUSING RENTAL MARKETS THAT COMPETITIVE?
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Figure 1 - Dynamic Monopoly Model of the housing rental market
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In alternative to perfect competition, I put
forward a new search model, where:
• Tenants move if they find a cheaper housing unit that compensates for the moving
.

• Given imperfect info, tenants search and
find housing units at a given rate

due to rent regulations and subsidies.
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rent control policies.
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average elasticity. Landlords have market power.
• Landlords are not price-takers. They can charge
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• Landlords face a trade-off: The higher the rent (r)
charged, the less months per year (mpy) their
units are rented, on average.
• Rent controls may reduce all rents charged in
the market. And only create shortages if the
supply is constrained.
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Negative and finite average
elasticity of -6 to -10 of the
residual demand in NYC.

Landlords have substancial dynamic monopoly power in NYC.
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