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Abstract

Match quality, the part of housing value to the buyer which is unique for each
buyer-house match, is important in several housing market matching models, but
measuring it is difficult. I suggest that similarity between buyers and sellers (at
the time they bought) may be used to measure a part of match quality, which is
correlated with buyer characteristics. If observable characteristics of a buyer are cor-
related with the buyer’s preferences for housing, successive owners of houses should
share characteristics. A buyer could be expected to have higher match quality if sim-
ilar to the previous buyer. I use a simple matching model to show this mechanism
and test this prediction using unique data with information on two “generations” of
buyers. Buyers who resemble past buyers are paying more, also when a large num-
ber of observable housing, buyer and seller characteristics are controlled for. This
supports the use of buyer similarity as a proxy for match quality. I use the match
quality measure to indicate how search frictions affect the estimation of housing
preferences in a structural housing demand model.
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