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The literature has shown that an increase in housing wealth exerts a positive
effect on the birthrates of homeowners. According to canonical models, a decrease in housing wealth has a
symmetric negative impact on fertility. That is, housing gains and losses of the same size have identical
guantitative effects. In comparison, the reference-dependent preferences from prospect theory suggest
that people care more about housing losses than equivalent gains, leading to an asymmetric effect on
fertility. The purpose of this project is to empirically examine this prediction using longitudinal data
on Japanese households. Consistent with our prediction, the fertility responses of homeowners are
substantially larger for housing losses than gains. Our estimates indicate that a one million yen
decrease in house values decreases the hazard rate of childbirth by approximately 11 percent, whereas a
one million yen increase in house values increases in the childbirth hazard rate by a mere 1 percent.
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