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Noise Traders’ Expectations and Real Estate Bubbles .

An Empirical Study Based on the Data of 35 Cities

JIA Shenghua, LI Hang
(School of Management, Zhejiang University, Hangzhou 310058, China)

Abstract: In recent years, the domestic real estate industry has achieved great progress and success. Researching on real estate
bubbles has been one of the hottest issues in the field of economics. This paper, based on the Behavioral-Finance theories, starts
with the noise trading model. After the quote and comment on the model, this paper finds out that it is the noise traders’ expecta-
tions, the average value of noise traders’ misperceptions, risks and the proportion of noise traders that contribute to the formation
of real estate bubbles. Based on the above analysis, this paper then verifies the findings based on the data of 35 cities from 2002
to 2011. Finally, it points out that the noise traders’ expectations is a key factor for forming the recent real estate bubbles.

Key Words: real estate bubble; noise trading model ; real estate regulation; real estate market; real estate speculation; real es-

tate investment

.92 .



