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• A house is made up of a bundle of characteristics that determine its value, 
even though it is difficult to estimate the effects of particular 
characteristics. 

• Researchers have conducted many studies that estimate the effects of 
housing characteristics on home value, most using a hedonic model. 

• This study summarizes the conclusions of many past studies and provides 
a high level overview of the effects of numerous characteristics on home 
values. 

 
A house is made up of many characteristics, all of which may affect its 
value. A house has been compared to a bundle of groceries in that the 
bundles come in different sizes and may contain different items. Unlike 
groceries however, the price of individual housing characteristics cannot 
be directly observed. Hedonic regression analysis is typically used to 
estimate the marginal contribution of individual characteristics to the 
total value of the property. Understanding the effect of individual 
characteristics can be valuable to a number of market participants 
including homebuyers, REALTORS®, and other real estate professionals. 

THE STUDY 

This study provides a review of recent studies that have used hedonic 
modeling to estimate home prices. The paper discusses the early history 
of hedonic modeling, the relationship between selling prices and time on 
the market, and recent studies using hedonic modeling. Using the recent 
literature, the characteristics that are most frequently included in hedonic 
pricing models are identified. These include, for example, lot size, square 
feet, age, the number of stories, the number of bathrooms, the number of 
rooms, the number of bedrooms along with many other characteristics. 

FINDINGS 

The categories and characteristics that are reviewed in this study include: 
structural features (lot size, square feet, age, number of bathrooms, and 

                                                      
*The complete report is available at www.realtor.org/research.nsf/pages/NatlcenterforRE 

 Hedonic Pricing Models 

December 2003 

number of bedrooms); internal features (full baths, half baths, fireplace, 
air conditioning, hardwood floors, and basement); external features 
(garage spaces, deck, pool, porch, carport, and garage); natural 
environmental features (lake view, lake front, ocean view, and good 
view); neighborhood and location (location, crime, distance, golf 
course, and trees); public services (school district, percent of school 
district minority, public sewer); marketing, occupancy, and selling 
factors (assessor's quality, assessed condition, vacant, owner-occupied, 
time on the market, and a time trend); and financing (FHA financing, 
VA financing, foreclosure, favorable financing, and property taxes). Most 
of the characteristics have a positive effect on selling price although the 
magnitudes also vary by region of the country. A fireplace generally 
increases selling price in a range from six percent to 12 percent, 
depending on the region of the country, for example. 
 
Characteristics that have a negative effect on price include age, crime, if 
a property is vacant, not having attic space, living in an earthquake zone, 
proximity to a landfill, proximity to high voltage lines, corporate owned 
properties, and properties that require flood insurance. 
 
This study also reviews how time on the market affects selling price. 
Time on the market is generally negative, which implies that a longer 
selling time results in a lower selling price. Some models show that 
houses with higher selling prices sell faster while other studies show that 
houses with higher selling prices have longer selling times. Studies show 
that a higher listing price results in a longer time on the market and that 
housing liquidity depends on market participants' search effort, which is 
partially determined by listing price.  

IMPORTANCE FOR REALTORS® 

A considerable amount of research has occurred on the question of how 
different characteristics of a house affect its selling price. This review 
collects the results from a large number of studies and provides not only 
information about whether particular characteristics positively or 
negatively affect value, but also describes the differences in the 
magnitudes of these effects across regions. Determining how different 
attributes of a house affect its value is important when selling or buying a 
home and is particularly important for home sellers and REALTORS® 
when determining a listing price. 


