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A QUICK SUMMARY

We find that investors purchase at a discount of 9.5% compared to individuals purchasing in the
same time period and market. Smaller investors purchase at a discount of 8.0%, larger investors

purchase at a discount of 13.6%, and institutional investors purchase at a discount of 7.7%. We
also find that the presence of investor buyers in the market helps improve house values. A 10%
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SOME "BIG PICTURE COMMENTS™

e “NEO-CLASSICAL PARADIGM" IS BEING CHALLENGED, ESPECIALLY
AFTER THE GREAT RECESSION.

e “SOME ARE MORE EQUAL THAN OTHERS"” (GEORGE ORWELL)

e SOME FIRMS ARE MORE IMPORTANT THAN OTHERS (E.G. GABAIX'S
WORKS ON “POWER LAW")

e THIS PAPER: SOME INVESTORS GET BETTER PRICES THAN OTHERS.




MINOR COMMENTS...

e POSSIBLE TO EXTEND THE SAMPLE BEFORE 2009 (TO COMPARE
BEFORE OR AFTER CRISIS?)

e (PURCHASES FROM FINANCIAL INTERMEDIATIONS (Fl) BEING
DROPPED)

e => HOW DO FIl INTERACT WITH OTHER PLAYERS IN THE MARKET?
DID THEY “SEARCH”? OR SIMPLY AUCTION? ANY EXTERNALITY
(LiIQUIDITY? INFORMATIONAL?) TO OTHER PLAYERS?

e DO DIFFERENT TYPES OF INVESTORS PARTICIPATE IN DIFFERENT
MARKETS RANDOMLY/EQUALLY? ANY SELECTION ISSUE HERE?




COMPARISON W/ BAYER ET AL. (2013)... (LA, 1988-2009)

over the full sample period. That is, they purchase the house for approximately 6 percent less
than its expected market price. Flippers also earn a premium of 5.4 percent (s.e. 0.3 percent)
when they sell the property after controlling for potentially unobserved investment. When
the mean-differenced value of house characteristics are interacted with the flipper dummies to
account for potential differences in the types of homes purchased by flippers, the magnitude

of these coefficients changes very little, as shown in the second column.

Specifications (3) and (4) restrict the sample period to the cold market period (1992-

1998), which was characterized by lower transaction volume and declining or flat housing
prices. In general, flippers purchase homes at a much steeper discount, 12.9 percent (s.e. 1.4
percent), and sell at a greater premium, 8.7 percent (s.e. 0.6 percent), during this period.
This is consistent with the idea that flippers make their return by operating as middlemen
during the cold market period, buying low and selling at a premium, relative to the average

sales price in the market at the time.




COMPARISON W/ BAYER ET AL. (2013)... (LA, 1988-2009) (1B)
Specifications (5) and (6) restrict the sample to the hot market period (1999-2005) in

which prices were increasing rapidly and sales volume was much greater. In hot market
conditions flippers have the potential to make returns by purchasing houses at times and in
locations where expected market appreciation is high. Thus, as the parameter estimates in
Table 4 show, flippers on average do not get a particularly low price, a discount of now only
3.5 percent (s.e. 0.3 percent), when buying or a particularly high price, a premium of only

4.5 percent (s.e. 0.3 percent), when selling during this period.

e THIS PAPER CONTRIBUTION:

e DIFFERENTIATE DIFFERENT TYPES OF “INVESTORS"”/ “FLIPPERS”?




FROM LEUNG & TSE (2016); TSE WILL PRESENT THE PAPER IN THE
FORTHCOMING CITYU-HKIMR WORKSHOP
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e WHAT DO WE LEARN?

e THE INTRODUCTION OF FLIPPERS/INVESTORS/SPECULATORS COULD LEAD TO
MULTIPLE EQUILIBRIUM

e => SAME ECONOMIC FUNDAMENTALS COULD SUPPORT DIFFERENT
EQUILIBRIUM PRICES

e => (HOW ABOUT THE CO-EXISTENCE OF DIFFERENT TYPES OF INVESTORS?...)




e IN SUM, THIS IS AN INFORMATIVE AND IMPORTANT
PAPER.

e COULD LEAD TO A VERY DIFFERENT PARADIGM FOR
REAL ESTATE ECONOMICS OR EVEN ASSET PRICING IN
GENERAL.

e THANK YOU!



