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Abstract
Our paper intends to investigate the “sustainability” of different phases of housing cycles. One of the main
questions in the hearth of the literature is the determination of the factors that lead to the formation (boom) or
dissolution (bust) of a housing price bubbles. We investigate this question by sub-dividing the boom episodes
with respect to pace of price increases as “rapid” and “slow”. Specifically we analyze the factors that affect the
occurrence of rapid and slow house price boom and bust cycles. Second we extend the literature by determining
how the time spent since the start of a phase affects the continuation probability of that phase by employing
“duration analysis”, a method specifically designed for the analysis of sustainability and duration dependence.
Focusing on the housing price cycles for 27 European countries and the US from 1995 to 2013 we query the
importance of internal and external fundamentals and the duration of the phase for the continuation of the
housing price cycles. An understanding of the foreseen pattern of duration dependence for different phases of
house price movements will guide policy making and investment decisions and aid the development of early
warning systems against the occurrence of housing boom-bust phases.

We show that rapid and slow price expansions exhibit different duration dependence; and that
the speed of the price increase plays an important role for the continuation or ending of that
phase. While the survival probability decreases with duration for rapid expansions, it
increases for slow expansions. We find no time dependence for the dissolution phase.
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