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Numerous studies have investigated regional differences and short-run sluggishness of supply and demand in various housing markets. However, no studies have investigated the interaction of these two important aspects of housing markets. Our paper will do so by applying disequilibrium models to panel data on national housing market data.  The data consists of demographic and economic variables in 131 Metropolitan Statistics Areas from 1994 to 2002.  The models we apply are extensions of the disequilibrium models proposed in Mayer (1989, Journal of Econometrics). We will analyze maximum likelihood estimates of price and income elasticities, the effects of exogenous demographic and economic changes on the regional housing markets under a short-run disequilibrium assumption. Such estimates are of interest to government officials, developers, real estate professionals, investors among others.
       Preliminary results based on a “pooled” model with no individual effects   suggest that the variation of units of new construction housing can be largely explained by MSA-specific factors. Population, unemployment and real income have positive significant effect on demand of the new construction as expected. The impact of the construction cost and capital cost is insignificant for the decision of building new single-family houses, which might due expectations. The price is more elastic on supply side than that on demand side, and income is relatively inelastic. The robustness of these results will be checked by using random and fixed effects versions of the model.  We also plan to estimate the patterns of excess supply and demand across regions and time. 
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