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The purpose of this research is to study characteristics of housing market and factors
which affect demand and supply of the housing construction in Bangkok metropolis. The
research is divided into two parts. The first part is descriptive analysis, which collects the data by
interviewing the real estate's experts and entrepreneurs. The second part is qualitative analysis,
which is based on Stock Adjustment Model and using quarterly data from 1995 to the second
quarier of 2006. Two-stage least squares method is employed to estimate the coefficient in
detached house and townhouse model.

The results demonstrate that the real estate sector is vital for the nation economy. The
adjustment in the housing market relates to economic cycle and also involves with business
cycle, which depends on demand and supply. However, the housing market is more fluctuated
than economic cycle due to housing’s durable nature and construction lags. Moreover, the
expansion of housing market happens along with infrastructures that are supported by public
sector. Meanwhile, private sector plays important role in the development of housing market.

In addition, in the housing market, demand determines output because locations, prices
appropriated for household and incomes are mainly factors affecting decision for the customers.
The results of this research also find that the elasticity of housing needs with respect to income
and advertising for detached house is higher than townhouses. Whereas, the factors which affect
supply of housing are location and cost of capital. Finally, the speed of stock adjustment in
detached house market is faster than townhouse market because of the difference in structure in

each style.





