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Summary
▶ Question

• Does underquoting lead to higher valuations due to herding?

▶ Approach
• Compare auction versus sale list price relative to comparable properties
• Compare bid intensity before and after regulation

▶ Key Results
• Comparable differential falls strongly for auction list price
• Number of bids and auction duration drops
• Frequency of jump in bids falls

▶ Comments
• Statement of Information
• Alternative Channels
• Identification
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Comment 1: Statement of Information

▶ One price or a 10% range
• No words or symbols
• Not below seller’s asking price
• Must update advertising if rejected

▶ 3 most comparable properties
• Sold in last 6 months
• Or why there are not 3 comparable

▶ Median house price for the suburb
• Advertise for 3-12 months
• Cannot be more than 6 months old

▶ Threats to relevance?

▶ Opacity
▶ Manipulation
▶ Hot market

▶ Solutions

▶ Reservation price
▶ Education proxy
▶ Hot vs cool markets
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Comment 2: Alternative Channels

▶ Rational benchmark
• No effect from reduced underquoting
• Possibly increase the price

▶ Information/Herding Channel
• Lower initial bids to start
• Increase pool of participants for fever

▶ Endowment effect

▶ Macro Information Channel

▶ Lower consumer demand
▶ Tighter lending standards
▶ Increased agent uncertainty

▶ Solutions

▶ Consumer sentiment survey
▶ Test lending directly
▶ Volatility of underquoting
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Comment 3: Identification

▶ Selection into treatment
• Uncertainty over the business cycle
• Fewer auctions due to regulation

▶ Exogeneity of the shock
• Agents may sell most opaque homes

early
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Conclusion

▶ Excellent insight into what causes market heat

▶ Breadth of data and tests to pin down herding behavior

▶ Helpful to rule out alternative channels

6 / 6


