CREI Working Paper

No. 24
July.2024

gl !
L '
i | |
g {1
i1
] il
| i
I
]
R
Vi
r'y |
WiHE
I

Il

The Impact of Flooding on Real Estate Transactions in Densely Populated Aﬁggis;’

Evidence from the 2019 Typhoon Hagibis in Japan / i?'_//"f,;/'
KENAOBEBOTHERSIS52 588 SNTERAAERIH T 5H:

|
/




t F E | Center for Real Estate Innovation the university of Tokyo

CREI Working Paper No.24
July 2024
The Impact of Flooding on Real Estate Transactions in Densely Populated Areas:
Evidence from the 2019 Typhoon Hagibis in Japan

KEAAOZRMOFBENSCEXHE  SHXERBERERIZHITSHIREE)

Ikuto Aiba,
Project Assistant Professor, Center for Real Estate Innovation, Graduate School of Economics, The University

of Tokyo.

Daisuke Hasegawa,
Project Assistant Professor, Center for Real Estate Innovation, Graduate School of Engineering, The
University of Tokyo.

15 B
FORRFREBEREF AR FHEBI . GRIEIT SRS A EIE A ) ~— > a v v 2 —)

i UlPN
FORRFR PG T RITER FHEBI B GRIEIT SR A EIE A ) ~— > a ViR v 2 —)

B Abstract

We examine the impact of flooding on real estate transactions in an urban area, using as a natural experiment
the flooding caused by Typhoon Hagibis, which hit Japan in October 2019. Applying the difference-in-
differences method, we find that the properties located in the inundated areas experienced significant declines
in contract and offer prices by about 6.4% and 5.9% on average, respectively, indicating that discount rate,
defined as a percentage change from offer to contract prices, became larger by about 0.5 percentage points.
Focusing on transactions of apartments, we show that the negative effects are significant for higher floors,
whereas insignificant for lower floors. This suggests a possibility of buyers becoming more aware that higher
floors are also vulnerable to flooding because of the risks of power and water outages. It is also revealed that the

negative effects on detached houses are more serious and appear more slowly than those on apartments.
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