Working Paper No. 992

Keep in mind

The series Working Papers on Economics is published by the Office for Economic Studies at the Banco
de la Republica (Central Bank of Colombia). It contributes to the dissemination and promotion of the
work by researchers from the institution. This series is indexed at Research Papers in Economics
(RePEc).

On multiple occasions, these works have been the result of collaborative work with individuals from other
national or international institutions. The works published are provisional, and their authors are fully
responsible for the opinions expressed in them, as well as for possible mistakes. The opinions
expressed herein are those of the authors and do not necessarily reflect the views of Banco de la
Republica or its Board of Directors.

AUTHOR OR EDITOR

Jose Eduardo Gomez Sebastian Sanin

AUTHORS AND/OR EDITORS

Sebastian Sanin

This study reports evidence of the existence of house price bubbles in several Canadian provinces
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around the recent global financial crisis. Using a wealth of monthly data for about a thirty-year period we
find evidence supporting the hypothesis that the bubble in Quebec transmitted to four other Canadian
provinces. Using a recently developed migration test, we show evidence of time-varying transmission
intensities. In all cases an inverted U-shape is encountered, suggesting that initially migrations gain
strength and then decrease after a maximum point is reached. Interestingly, intensities increase
significantly around the maximum point of the bubble in Quebec. Our results have important implications
for the design of housing market policies.
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