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1. What is the question of the paper?
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2. Why should we care about this?
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3. What is the author’s answer?
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4. How did the author get there?
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BN 5L BN Equation

1 y housing market variable of interest 1)

2 r Mortgage rate (measured in percentage points), r =ry, ..., I (1)

3 t Indexes the quarter-year 1)

4 h types of housing units (1 is new; 2 is old) 4)

5 P1, - PL possible price levels 4)

6 0 0 = b/s the ratio of buyers to sellers in the submarket, market 4)
tightness

7 qp(0) the probability that a buyer meets a seller

8 qs(0) the probability that a seller meets a buyer (8)

9 VP (%) The value function if entering the housing market when the 2) 4
aggregate state of the economy is X, x = Xy, ..., Xy

10 k Present value if the buyer’s utility if he does not enter the housing 2) 3) (M)
market

11 Gp(e) after the buyer meets a seller, he discovers an idiosyncratic
preference shock e for that particular house

12 Ve(p,r,x) The value function of an owner when the aggregate state is x 3) (M)

13 Cp the cost of searching the market as a buyer 4)

14 u(y — rent) the flow utility from consumption, where y is per-period income and | (4)
rent is the rental rate

15 | the loan amount, and moves on to the next period as an owner (5)

16 A probability of owners stay in their homes until they receive an (5)
exogenous moving shock each period

17 a Probability of the house depreciates to undeveloped land (5)

18 U(p. — 1) the utility function used to evaluate net wealth at the time of a move | (5) (7)

19 Vs(l, 1, %) the value functions of sellers 6) (7)

20 p the probability of the seller can change her list price to market her @)
home at when an owner first becomes a seller

21 ws(l,r,x,p) the value function for a seller currently listing at price p 6) (7) (12)

22 k(p, h, x) Probability that the seller meets a willing buyer in submarket(p, h) (7) (8) (12)

23 € preference shock (8)

24 V1(C,x) the value function of a builder sitting on an undeveloped plot of 9)
land

25 V2(C,x) the value function of a builder in development (9) (10)

26 V3(C,x) the value function of a builder who is listing her property for sale (10) (12)




SRR ¢ EEROR « EREEEE S D05323007 #172

27 n an additively separable, idiosyncratic cost to begin development 9)
each period for builders with undeveloped land

28 A a scaling parameter

29 o] risk aversion parameter (16)

30 o construction costs

31 L The stock of undeveloped homes by builders

32 A the depreciation rate

33 H an estimate of the size of the housing stock in SanDiego from the
2000 census




