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Spillover

• Spillover is the notion that the consequences of an activity
can affect a third party.

• Spillovers in asset prices have become an important topic of
research since the Great Recession.
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Fire sales

Prior literature on spillovers in asset prices has mainly been
preoccupied with identifying the effect of fire sales on asset prices
using transaction based dataset on

• Airplanes
I Pulvino, 1998

• Corporate bankruptcies
I Eckbo and Thorburn, 2008; Bernstein et al, 2017

• Mutual funds
I Coval and Stafford, 2007

Collectively, these studies have established that fire sales lead to
substantial reductions in asset prices, and result in negative
spillover effects on prices of similar assets.



4/35

Identification problem

The identification of effects of fire sales on asset prices is not
clean.

• Market conditions affect both supply and demand.

• Fire sales are endogenous.

• To quote Campbell, Giglio and Pathak (2011):

“Ideally, we would like an instrument that influences foreclosures
but that does not influence house prices except through
foreclosures: however, we have not been able to find such an
instrument.”
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Haunted houses

An ideal solution to the identification problem

• An idiosyncratic negative shock

• A house is declared as “haunted” if there
has been a murder, suicide or other
unnatural death.

• Local market conditions are unlikely to
differently affect haunted and
non-haunted units, floors or blocks within
an estate, because of the close proximity.

• It is reasonable to attribute the effect of
haunted houses on nearby apartments to
the spillover effect.
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A new spillover channel

• We analyze the spillover effect on prices of neighboring
houses, and examine whether it is driven by
I the price pressure channel: prices of nearby houses are

depressed because of the fire sale of the haunted unit
I the change in perceived quality channel: prices of nearby

houses are depressed even if the haunted unit is not sold
I or both

• Spillovers in asset prices, we argue, might occur not just due
to the price pressure from a fire sale, but also because of a
change in the perceived quality of the asset.



7/35

Disentangling spillovers in prices
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Data

EPRC: all housing transactions in Hong Kong

• From 2000 to 2015

• 1,124,348 trades in 7,352 estates

• 211 liquid estates, each with 1,000 or more transactions over
our sample period

• 3 estates with detached houses only

Haunted houses from property information websites

• Squarefoot; Spacious; property.hk; hk-compass.com

News search

• 837 haunted houses; 188 addresses

Coroner’s court

• 38,244 deaths; 1,403 unnatural deaths in our sample estates
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Squarefoot
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Spacious
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property.hk
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hk-compass.com
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Sample of haunted houses
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Housing transactions
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Cumulative transactions per year by illiquidity rank
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Market share of liquid estates
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House price development
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House price developments in regions
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The 18 districts of Hong Kong
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Dawning Views in Fanling, North District, New Territories

In our sample, each estate has an average of 12 blocks, each block
has an average of 26 floors, and each floor has an average of 5
units. Thus, the average estate consists of 1,560 apartments in a
small area. Dawning Views is the most representative estate.
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Estate layout of Dawning Views
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Floor plan of Floor 8-17 in Block 12 in Dawning Views
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Haunted unit
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Haunted floor
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Haunted block
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Difference-in-differences estimates
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Spillover effects of haunted houses on price

yit = αi + βt + γ′Xit + θHit−k + εit
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Decay in spillover effects

yit = αi + βt + γ′Xit + θHit−k + λ× Time × Hit−k + εit
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Cause of death



32/35

Price pressure and spillover effects

yit = αi +βt +γ′Xit +θHit−k +λ×Haunted house sold×Hit−k +εit
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Effects on liquidity

Measured by excess fraction of transactions relative to 1/16
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External validity

Factiva news search

Country Number of articles Average of price drop

Total 101 25.13%
United States 63 28.21%
United Kingdom 20 25.38%
Australia 18 14.07%

• The Supreme Court of New York: Stambovsky v. Ackley

• www.diedinhouse.com
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Three takeaways

• An idiosyncratic shock to the perceived quality of an asset can
cause large negative spillovers on asset prices.

• We decomposed the price drop as the amount that is from the
supply shock and the amount that is from the demand shock.

• A cute identification


