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Thelmpact of Real Estate Cycleson
Construction Lags

Chien-Wen Peng, Chin-Oh Chang, and Antsong Lin
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This paper explores the influence of the real estate cycles on construction lags by
analyzing the fluctuations of total floor areas of building permits and usage permits as
a reflection of construction lags. Results support that a long-run equilibrium is
existing between them; however, building permits may be dropped during a
downswing market. In addition, the duration of construction lags is affected by
changes in the real estate cycles and by the impacts of policies. During a time of
strong market, the duration of construction lags is cut shorter and is extended when
the market is depressed.
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