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ABSTRACT

Land scarcity and housing affordability are important issues for Singapore.
Singapore residential housing falls into two categories: Public housing and Private
Housing. More than 80% of the housing provision is constructed and managed by
Housing Development Board (HDB) and only 20% is constructed by private sector. This
study analyzes the long-run relationship between housing prices and macroeconomic
variables, including GDP per capita and CPI, using the Markov-Switching Engle-Granger
cointegration model. The scope of the study includes both public and private housing
prices in Singapore from 1990 to 2015. The results show an intermittent cointegrating
relationship between public housing price and CPI indicating that the variables are
cointegrated in most but not all-time periods. Other variables are cointegrated in all time
periods. This suggests that housing prices go together with the price level and household
income. Moreover, the cointegrating coefficients for both CPI are GDP per capita in the
long-run housing price regressions are significantly larger than one. This indicates that
housing prices grow significantly faster than the price level and household income, which

can affect housing affordability in the long-run.
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