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A Note on Pricing of Japanese Real Estate with Exogenous Variables
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We develop a pricing model of real estate that incorporates conventional hedonic attribute variables of real estate as well as
exogenous variables, namely financial asset prices; this model is based on a theoretical pricing model that we, fundamentally
develop. Specifically, our model features a pricing kernel expressed as the product of a cash-flow pricing kernel (stochastic discount
factor) and a hedonic pricing kernel. Furthermore, we conduct an empirical analysis to understand Japanese real estate prices
comprehensively. Our analysis reveals that the financial asset prices and conventional hedonic variables serve as the major
determinants of Japanese real estate prices.
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