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ABSTRACT

While it is generally accepted that residential submarkets exist, this is not the case for 

either their definition or delineation. This study has developed and assessed a methodology 

for deriving the geospatial dimensions of residential real estate submarkets based on the 

behaviour of the marketplace with respect to the underlying dimensions of the residential 

real estate living structure (RLS). Importantly, the methodology makes no prior 

assumptions about where the spatial boundaries might be. They were empirically derived 

from the data alone. It is achieved by building on previous work in the field and seeking to 

identify the fundamental issues in residential real estate market behaviour. The first basic 

premise of the thesis is that when a dwelling is sold, the commodity traded is a piece of 

real estate geography comprising a complex bundle of both spatial and structural attributes. 

The second basic premise is the recognition in the methodology of the importance of 

‘location’. The price of the real estate geography varies across geographical space in a 

continuous fashion and it is this price variability that is defined, in this study, to be the 

geospatial submarket identifier. The study adopts a two-stage methodology reflecting these 

two basic premises. 

Firstly, a complex bundle of attributes is collected for every property in the study area and 

distilled into its underlying dimensions using principal component analysis. The resulting 

factors are used in the second stage as independent variables in a hedonic geographically 

weighted regression model to determine the price variability across geographical space of 

the underlying residential real estate structure. User-defined breaks in the continuous price 

surface delineate the geospatial submarket boundaries. 
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The study represents a new approach to the delineation of geospatial submarket boundaries 

and is yet to be fully assessed by the two major identified users (the planning profession 

and the valuation profession). However, initial feedback indicates that the ability of the 

methodology to describe the geospatial submarket boundaries in terms of ‘how’ and 

‘where’ location affects the market price of the underlying real estate geography, gives the 

land professional a better understanding of the submarket structure in which they are 

working.
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