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Abstract: The aim of this research is to investigate the potential correlation between housing
prices and unemployment rates in London. Specifically, the study focuses on analyzing the
relationship between the average housing price and the unemployment rate in the city. To
achieve this objective, this paper employs statistical methods such as the t-test and regression
analysis to determine whether there is a significant connection between the two variables.
Additionally, a line chart is utilized to visually represent the changes in housing prices over
time, providing a clearer understanding of the trends and patterns. By conducting this
comprehensive analysis, we hope to gain insights into the potential impact of unemployment
on housing prices in London.
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1. Introduction

In recent decades, housing prices have become an important part of the economy, and sharp changes
in housing prices usually portend a change in the economy and may cause an employment increase.
However, if the number of employment changes, it is a question whether the housing price also
changes. The number of unemployment can show the economic situation, and if there is really a
connection between housing prices and unemployment, it may prove the factors that can influence
the economy can also influence each other, then it may prove that economy is a whole composed of
quite a lot of factors, is a dynamic balance. More succinctly, the paper wants to research whether
housing prices have significant differences between different places and why there are differences.
All data come from data.london.gov.uk/ and the research object of the paper is London.

There are many researches about housing prices, and they usually show why housing prices change
and what factors influence housing prices. Chen Xiaoliang et al. did study shows monetary policy,
demand factors and supply factors are all driving factors of housing prices but not the main driving
factor [1]. The housing prices can be influenced by many different factors. This paper also shows
some opinions like that, and it wants to research the change in London housing prices in recent years.
First of all, the paper will show whether the different parts of London have significant differences by
t-test and also show the change in average price in London with a line chart. Then, the paper will
research whether there is a relationship between housing prices and the unemployment rate by linear
regression. Unemployment can show the economic situation in some way, in fact, the better the
economy, the lower the unemployment rate usually is. However, the housing price is not directly
influenced by the economic situation. To be more specific, whether the housing price is too low or
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too high can both be seen as economic problems, but if just use the unemployment rate to study the
housing price, it may show a different answer, and make housing prices easier to predict.

The average price

From Jan-1995 to Feb-2024

Figure 1: The average price of London price from Jan-1995 to Feb-2024

First of all, this paper uses the data on housing prices from 1995 — 2024 to plot a line chart, which
shows that housing prices in London keeps increasing. If we look at a single house, the price may
change because of its location, material and design, but if we look at the whole, the average housing
price in the area can be influenced by changes in population, new relevant policies and the economic
situation like currency inflation or change of interest rate. There are too many factors that can
influence housing prices, so that is difficult to correctly predict it, but because having a place to live
is an important part of human life, housing prices still can be seen as an important factor in measuring
well-being and so on. Under normal conditions, the housing price is higher, the human well-being is
lower because people need more money to have a house to live and may cause them to live in a worse
place than before. As the trendline in the line chart shows, the housing price increased from January
1995 to February 2024, a total of 350 months. In January 1995, the average housing price in London
was just 74436 pounds, but in February 2024, the average housing price has risen to 502690 pounds,
almost seven times as many as it was in January 1995. There are multiple reasons to explain this
change, mostly economic, and the change can affect the economy and many people’s lives. This paper
wants to research, whether housing prices have a connection with the unemployment rate, and if the
answer 1s yes, what thoughts it can show.

2.  Unemployment

Unemployment people are people who do not have jobs and do not have income to feed themselves.
The number of unemployed people can show the economic situation of the local area and the balance
between supply and demand. To research the connection between housing prices and unemployment
people, the paper uses analysis of regression, and the result is here:

Table 1: The analysis of regression about housing prices and unemployment people and the analysis
and the result of analysis

Analysis of regression

Multiple R 0.936421
R Square 0.876884
Adjusted R Square 0.869988
Standard error 160023.7

Observed value 146
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Table 1: (continued).

Analysis of variance

df SS MS F Significance F
Analysis of regression 1 2.64E+13 2.64E+13 1032.753 1.45E-67
Residual error 145 3.71E+12  2.56E+10
total 146 3.02E+13

Coefficients Standard error  t Stat P-value Lower 95% Upper 95%
X Variable 1 1.44621 0.045002 32.13648 7.88E-68  1.357265 1.535155

This analysis of regression uses data of unemployment people and housing prices in from January
2012 to February 2024. In these twelve years, the housing price has increase and the number of
unemployed people has totally decreased. In January 2012, there were 444360 people employed,
almost 10% of the population in London, but finally, in February 2024, there were just almost 217000
unemployed people. It is a great decrease and shows the development of society in London. In the
analysis of regression, there is a high R square, which means the model performed very well, and a
high F, which means the model is significant on the whole. Overall, the independent variable has a
significant influence on the dependent variable, and the coefficient estimates are very reliable. It
shows that most of the time, the fewer number of unemployed people, the higher the house prices.

3. The Result

However, as said at the beginning, the change of economics is very complicated, and the housing
price can be influenced by many factors, the number of unemployment is just one of them. The result
shows they have a high connection may just because they have too many same characteristics, such
as both of them would have great change in economic crisis, but then there is a question, if an area
has a healthy economy, it of course has very few unemployment people, but whether it has low
housing price, or completely opposite, because people have higher purchasing power, the housing
price also increase to a higher level. The result above shows the answer is yes, when an area has less
unemployment than before, the housing price also increases. It may mean that when the local
economy improves, people need more money to keep them in the local area. In some opinion, it is a
strange situation, because if people need more money to feed themselves, even if the environment
they have become better, their well-being may not increase, so the development of economy may not
have some significance, but in some other opinion, this situation is just necessary. The unemployed
people become less, and the economy improves, then people have more purchasing power and the
demand is changes. As the demand changes, there will be more supply and of course, higher prices,
and all of them can make the GDP higher and the economy better. It is a positive cycle, which means
prices would rise with economic growth, and higher prices would cause economic growth to rise
further. Windsor et al. also think rising housing prices will increase residents’ willingness to develop
and enjoy consumption [2], which means the level up of consumption structure. It sounds good, and
seem the rising housing prices mean good things. But there are also some different opinions,
Muellbauer thought the increase of housing prices would make people save more money to buy
houses and lower consumption [3]. On the other side, local people may afford heavier pressure from
higher and higher prices during the period, and finally had to move to some more remote places.
Monk made a study in 2000 showed the increase in housing prices make the labor force in the south-
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east of England became shortage [4]. The research from Brakman also shows there is a negative
impact of the increasing housing prices on the increase of the labor force [5]. This can be relieved by
policy from the government, or the government can just indulge this situation because it can also
make remote places have more population. In fact, Yijie Deng in his research shows high housing
prices would drive labor to another city because it means the cost of living in the local area would
rise [6], and if the government can take appropriate actions, it can make city has coordinated
development of regional labor supply and do not cause a problem. The research of Smith & Ohsfeldt
shows that the speed of housing price rise is related to the amount of public goods invested by the
government [7]. It is one way for the government to control housing prices, as the research of Zhang
Linfeng shows, the change in house property tax also can take influences in housing prices [8].

4. The Limitation of the Result

The result loses sight of many details and just look at the whole. This is because there are too many
factors that can influence the economy and the paper cannot consider all of them. In fact, even in the
different boroughs of London, the average housing price can have significant differences. There is
the t-test about Barnet and Barking & Dagenham:

Table 2: the t-test about Barnet and Barking & Dagenham

Variable 1 Variable 2
Mean 341794.9 182652.1
Variance 2.56E+10 8.26E+09
Observed value 350 350
Assumed mean
difference 0
df 553
t Stat 16.16755
P(T<=t) one tail 9.84E-49
t one tail critical 1.647614
P(T<=t) two tail 1.97E-48
t two tail critical 1.964263

It shows these two boroughs have significant differences, which means their housing price may
need specific analysis and their environment may have great differences. However, the result is still
right in the rough. Housing prices in different areas also have different influences on upgrading of
consumption structure. As the research of Xu Rui et al. showed, the influence of upgrading of
consumption structure from the change of housing prices has regional differences. In Shanxi and
Henan it has a promoting effect, but in Anhui, Hubei, Hunan, and Jiangxi it has a restraining effect
[9]. The study of Li Xiangjun shows for cities with different population sizes, the effect of housing
prices on production efficiency is heterogeneous [10]. Although production efficiency is different
from unemployment, it can still prove the influence of housing prices would change because of the
population of the city. That mean though housing prices really have a connection with unemployment,
the connection would change because of the specific situation. It is not a constant relationship.

5. Conclusion

The conclusion is there is a high and long-run connection between housing price and unemployment
by using data of London. The unemployment is lower, and the housing prices are higher, and that led
to thoughts about economic development and whether it can give a better life to local people. This
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would be decided by multiple factors and the government affect the result to some extent by making
relevant policies. Although the study not have a detailed explanation about this relationship and it is
a one-side and not very accurate result because it ignores many factors that may can have influences
in the two variables. It may need a more suitable algorithm to calculate and in the other side, this
paper just gives a simple conclusion and it cannot show the relationship between housing prices and
unemployment in detail. In fact, there have many people researched in similar subject, and if the paper
has more citations of reference literature, it can be more convincing. However, the paper can still take
some thoughts about economic development. In the future, the research can focus on other factors
that can influence housing prices, and study whether they have different influences on housing prices
and why they have different influences.
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