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Fire Sale
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Source: https://thestandard.co/condominium-market-dump-price-pitchfork-cash/
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Fire sales everywhere

Fire sales occur when you must meet liabilities by selling assets at “dislocated” prices. 
Shleifer and Vishny (1992), Kiyotaki and Moore (1997)

• Firm distress: Acharya et al. (2007), Benmelech and Bergman (2011)

• Mutual funds: Coval and Stafford (2007), Hau and Lai (2017), Schmidt, 
Timmermann, and Wermers (2016)

• Stocks: Bian et al. (2018)

• Bonds: Ellul, Jotikastira and Lundblad (2011)

• Real estate: Campbell, Giglo and Pathak (2011), Mian, Sufi and Trebbi (2015), 
Gupta (2019)

Problems with fire sales: runs and negative spirals → spillovers.
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Durable goods and substitutability between 
primary and secondary markets → spillovers.
Example: Noparumpa and Saengchote (2017), first car tax rebate in Thailand in 2011. 

Research question: does leverage-induced fire sale in the primary condominium 
market affect secondary market?

Empirical strategy

• Covid-19 exposure and demand shock (proxy: density), pre-post

• Leveraged [financially constrained] developers are more likely to offer discount

• Condominium only

Finding:

• No evidence that variations in Covid-19 exposure differentially affect condo prices.

• Condos whose developers are more leveraged experience greater price decline.
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Why Condominium?
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Data & Methodology

• Condominium listings (not transaction) data from Baania.com
• 383,604 listings from 1,245 developments between January 2019 to June 2021.
• 3 periods: 2019Q1 – 2020Q1 | 2020Q2 – 2020Q3 | 2020Q4 – 2021Q2
• Missing development attributes are obtained manually to best extent possible.

• Financial statement data of developers
• Annual reports for listed developers (54)
• DBD filings for unlisted developers (253)
• Data as of December 2019 only.

• Capital market financing data from ThaiBMA
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Side note: Data challenge in Thai context
1) only listing data is available, not transaction data.
2) attribute data is self-reported and therefore inconsistent and sparse.
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Side note: Data challenge in Thai context
Fixed effects can address a lot of unobserved variations in condominiums. 
Not great for hedonic pricing model; okay for uncovering trends.
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𝑝𝑖𝑗𝑡 = 𝜹𝒕 + 𝛼𝑗 + 𝑋𝑖𝛽 + 𝜀𝑖𝑡

The coefficients on the time fixed effects can uncover

[unexplained/residual] averages → trends.

Note that 𝑝𝑖𝑡 − 𝛼𝑗 − 𝑋𝑖𝛽 = 𝜹𝒕 + 𝜀𝑖𝑡. 

This how the hedonic price index works.

• Averages only: 3.24%

• + unit / property attributes: 65.8%

• + sub-district fixed effects: 84.6%

• + developer fixed effects: 89.8%

• + development fixed effects: 95.6%



On average, Bangkok condominiums have lost value over time.
→ appropriate index construction methodology depends on question of interest.
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Prediction 1: condos with high Covid-19 exposure suffer more.
Prediction 2: …and developer has more leverage suffer more.

𝑦𝑖𝑑𝑡 = 𝛼𝑑 + 𝛿𝑡 + 𝛽1𝑃𝑜𝑠𝑡𝑡 ∙ 𝐷𝑒𝑛𝑠𝑖𝑡𝑦𝑖 + 𝛽2𝑃𝑜𝑠𝑡𝑡 ∙ 𝐷𝑒𝑛𝑠𝑖𝑡𝑦𝑖 ∙ 𝐿𝑖 + 𝛾
′
𝑋𝑖 + 𝜀𝑖𝑑𝑡

• 𝑃𝑜𝑠𝑡𝑡 = 1 for 2020Q2 – 2020Q3

• 𝐷𝑒𝑛𝑠𝑖𝑡𝑦𝑖: Facebook population density, number of units in development 

• 𝐿𝑒𝑣𝑒𝑟𝑎𝑔𝑒𝑖: total liabilities / total assets → interaction

• 𝐷𝑢𝑒6/𝐷𝑢𝑒12: total CP due in 6m or 12m / total liabilities → interaction

• 𝐶𝑃𝑖 = 1 developer issues commercial paper (37 of 54 listed developers)

• Controls || standard errors clustered at development level
• Usable area: sq m 

• Bedroom category: 1 or 2 (3 or more excluded from sample)

• Age category: within 1 year, 1, 2, 3, 4-5, 6-10, >10 (7 categories)

• Development fixed effects 𝛼𝑑
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Motivation: condominiums

are more prone to infection risk

Point color: high density dev

Hex: Facebook pop den

Existing research on Covid

• Qian et al. (2021) use residential 

communities in China with confirmed 

COVID-19 cases as the treatment group

• Lima et al. (2020) use states in the U.S. 

with shutdown orders.



Covid-19 conjectures are not supported by data. Unit density 
may act as proxy for something else. 
Leverage channel, however, is related to price.
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Covid-19 exposure seems to play little role → focus on leverage.
Leverage affects prices of condos by listed developers more.
Average leverage ratio of unlisted / listed are similar (statistically insig.)
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Possibilities: Unlisted developers are more patient? Listed developers are more sensitive performance?

For listed developers, CP issuers have access to capital market? 

If so, rollover risk fear may have been alleviated by coordinated action (BSF).



What might the Covid-19 exposure proxies be capturing?
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Non-monotonic relationship

between pop density and

change in listing price.

For unit density, developments

with fewer units suffered

greater price decline.
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A missing piece?

The role of foreign buyers

in Thai condo market.



Conclusion: developers’ leverage matters.

• No evidence to conclude that Covid-19 exposure affects condominium prices 
differentially in Bangkok.

• Leverage-induced fire sale externalities relevant only for listed property 
developers, but listed developers with capital market access are less prone 
despite initial fear of rollover risk.

• Implication: potential spillover from primary to secondary market is one more 
reason why developers’ leverage should be monitored in conjunction with 
household leverage.

• Caveat: indirect evidence
• Listing price, not transaction price. Behavioral bias against listing at a loss?

• No direct evidence of deep discount of primary market inventory by developers
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