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Highlights 

 A search-and-matching model with endogenous entry of sellers and buyers is 

developed to study the impact of the unemployment rate on the residential 

housing market when the thick-market effect is present. 

 A structural estimation of the model is conducted based on Texas city-level 

data that covers three years—1990, 2000 and 2010. 

 Simulations demonstrate that a decrease in unemployment rates lead to higher 

housing prices and larger sales volumes, creating a positive relationship 

between the housing price and transaction volume. When the unemployment 

rate increases from 5% to 8%, the housing price falls by 10.74% and the sales 

volume falls by 5.49%. 

 Simulations help identify the thick-market effect. Both the price 

responsiveness with respect to the unemployment rate and the sales volume 

responsiveness are significantly higher in the benchmark model than in the 

cases where the thick-market effect is absent.  

 When a feedback mechanism from housing prices to unemployment is 

incorporated, the thick-market effect amplifies the impact of initial 

unemployment shocks to an even greater extent. 
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