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Financial position and house price determination:
An empirical study of income and wealth effects

Joep Steegmans®*, Wolter Hassink®P

@ Utrecht University School of Economics, P.O. Box 80125, 3508 TC Utrecht
b Institute for the Study of Labor (IZA), Bonn

Abstract

This paper examines the effect of the relative financial position of buyers and sellers
on house prices, distinguishing between income and wealth effects. Using adminis-
trative data from the Netherlands (2006-2010) that combine transaction data, house
characteristics, and household characteristics of both buyérs and sellers, the esti-
mates indicate that a better financial position leads to higher prices for buyers and
lower prices for sellers. It provides evidence that.inceme and wealth influence hous-
ing market behavior of buyers and sellers. The ¥esults are consistent with theories
that suggests that higher income and wealth*lead to higher search and bargaining
costs, implying that households with bétter financial positions invest less time and
effort in search and bargaining leading to worse bargaining outcomes.
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