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Reversion on Real Property Depreciation

Jen Hsu Liang” Fong Yao Chen™

Abstract

Economic depreciation is the decline in the value of an asset over time. Building
value decreases because of physical deterioration, but the depreciation does not occur
in land value (Fisher et al.,2005). Many references after Malpezzi et al.(1987) adopt
age and age-squared to be variables and the outcome is always significant. It shows
that real property value decrease firstly and do increase in its residual economic life.
So the issue of “real property value always decline” is doubted. In this research, we
use real property price database from Kaohsiung City and adopt multi-regression
analysis to discuss the depreciation pattern of land, building and real property. The
result shows reversion of real property depreciation dues to the interaction of land’s

use value and redevelopment value.
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