
AReview of the Market Mechanism Choice and
Price Discount Effect of Real Estate Auctions During BoomMarket

Liao, Chung-Jen Chang, Chin-Oh

2004

27% 1%

ABSTRACT
This paper is to discuss the decision making behavior of housing markets mechanism
choice. Real estate auction market has been one of main market mechanisms of home
purchase. Therefore, the performance of real estate auctions is a very important issue.
This paper reviews the price premium or discount of real estate auctions by correcting the
self- vestment
experience. The Taipei city in 2004 during boom market empirical result shows that the
price discount rate of auction market is about 27% without considering self-selection bias.
However, the availability of an auction as an alternative has the result of high search cost
buyers attending auctions. Next, after accounting for the endogenous nature of this choice
and controlling for property and buyer characteristics, prices of properties sold at auction
are not lower than those of comparable properties sold in a search market. Therefore, it is
questionable to say the performance of real estate auctions during boom market is always
inferior to that of negotiated sales at Taiwan.
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