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Abstract	
The real estate market is constantly fluctuating and when the market slows down, it becomes 
more difficult to sell real estate. Because of this, it is of importance to construction 
companies to increase their understanding of homebuyer preferences in order for them to 
build condominiums that there is a demand for in a declining market, and thereby create a 
more liquid real estate market.  

The aim of this thesis is to examine what the differences in preferences are between 
homebuyers who are positive and negative to the market development. To achieve this 
objective, three hypotheses were formulated regarding preferences of homebuyers with a 
negative outlook on the real estate market concerning location, size and functionality. Using a 
survey and questionnaire, data from potential homebuyers was collected at real estate 
viewings and via the internet.	 Once the respondents’ answers were collected, a principal 
component analysis was performed in order to find out how the different statements 
correlated with each other. After removing the statements that did not load correctly, three 
dimensions clearly corresponded to each of the three hypotheses. 

Testing the internal reliability for the three dimensions resulted in low values for dimensions 
2 and 3, referring to size and functionality. However, internal reliability was good for 
dimension 1 referring to location. Performing an independent t-test on homebuyers with a 
positive and respective negative outlook on the market development showed no significant 
results for our hypotheses. The null-hypothesis is thus not rejected, meaning that for this 
sample, there are no significant differences in preferences of homebuyers with a positive and 
negative market outlook regarding location, size or functionality of their housing. 
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Sammanfattning	
Fastighetsmarknaden befinner sig i konstant rörelse och när marknaden övergår i en negativ 
trend blir det svårare att sälja fastigheter. På grund av detta är det viktigt för byggföretag att 
öka sin förståelse av bostadsköpares preferenser så att de kan bygga efterfrågade bostäder på 
en nedåtgående marknad, och därigenom skapa en mer likvid fastighetsmarknad. 

Syftet med denna uppsats är att undersöka vad skillnaderna i preferenser är mellan 
bostadsköpare som är positiva och negativa till marknadsutvecklingen. För att uppnå detta 
mål formulerades tre hypoteser avseende preferenser hos bostadsköpare med negativ syn på 
marknadsutvecklingen gällande område, storlek och funktionalitet. Med hjälp av en enkät och 
frågeformulär samlades data från potentiella bostadsköpare vid bostadsvisningar och via 
internet. När respondenternas svar samlats in genomfördes en principalkomponentanalys för 
att ta reda på hur de olika påståendena korrelerade med varandra. Efter att ha tagit bort de 
påståenden som inte laddades korrekt var det tydligt att tre dimensioner korresponderade mot 
var och en av de tre hypoteserna. 

Test av den interna konsistensen för de tre dimensionerna resulterade i låga värden för 
dimensionerna 2 och 3, med hänvisning till storlek och funktionalitet. Den interna 
konsistensen var dock bra för dimension 1 med hänvisning till område. Ett oberoende t-test 
avseende bostadsköpare med positiv respektive negativ inställning till marknadsutvecklingen 
genomfördes men visade inte på några signifikanta resultat för våra hypoteser. Nollhypotesen 
kan således inte förkastas, vilket innebär att det för vårt indata inte finns några signifikanta 
skillnader i preferenser hos bostadsköpare med positiv respektive negativ syn på marknaden 
avseende område, storlek eller funktionalitet gällande deras bostäder. 
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1 Introduction	

Markets are constantly fluctuating and therefore actors on any market must be able to adapt 
to the present circumstances. The real estate market oscillates between highs and low in 
demand and with this comes a varying degree of opportunities to be grasped by the actors. 
When the real estate market shifts, it is often due to a change in consumer demand. In times 
of plenty the demand will increase and as a reaction so will the production rates. However, 
demand is quicker to retract than production meaning that there will be an excess of housing 
in a market downturn that results in economic losses. Because of this risk, building 
companies put a lot of effort into finding out what consumers’ value in housing so they are 
able to construct housing that are in accordance with the preferences of homebuyers. Yet, 
when the real estate market eventually does recede, building companies often find that their 
housing has stopped being attractive to the consumer. In turn this means they often have to 
sell out their projects at reduced prices or with added amenities to attract potential buyers 
(Hellekant and Isacson 2017). 

Researchers have to a large extent concentrated on exploring why market failures occur and 
how homebuyers play a role in it, or they have concentrated on the preferences of 
homebuyers without necessarily linking it to market change (Gibler and Nelson 1998; 
Wheaton 1999; Coolen and Hoekstra 2001; Sirgy et al. 2005; Glaeser et al. 2008; Paciorek 
2013; Burnside et al. 2016). Studies concerning the wants and needs of homebuyers in a 
market shift is however an area fairly few have looked at. The aim of this thesis is to bridge 
this gap by addressing the homebuyers’ preferences in relation to market development. 

In recent years, Stockholm has experienced a large price boom regarding condominiums with 
a peak in prices in the spring of 2017. During the autumn of the same year, it has become 
clear that the rapid price increases have come to a halt and the market trends are now more 
uncertain. This is true for Sweden in general and Stockholm in particular (Mäklarstatistik 
2017a). In Stockholm, there is a pronounced housing shortage, a strong economy and 
fundamental factors like low interest rates which all point towards a steady housing demand 
from consumers. However, factors like an increased supply on the second-hand market as 
well as an increase in new production has resulted in a price fall for real estate which has in 
turn made consumers uncertain of the market development. This uncertainty has resulted in 
psychological factors influencing the demand. Homebuyers’ preferences are for example 
affected by social media, family, friends and also their need to fulfil their self-image (Gibler 
and Nelson 1998; Bailey et al. 2016; Sirgy et al. 2005). Together, this paints a complex 
picture of the basis from which homebuyers draw their conclusions of when and what to buy.  
We have decided to focus on the preferences of home buyers with a negative outlook on the 
market. From the literature, we find that preferences of home buyers are not entirely based on 
rationale. Though partly affected by the market, there are still certain factors behind their 
reasoning that eludes us and if clarified could help increase the liquidity of the real estate 
market.  
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1.1 Research	problem	and	purpose	
After a preliminary literature study, it became apparent that there was a lack of knowledge 
concerning the differences in preferences of home buyers that are positive and negative to the 
future market development.	This knowledge gap contributes to a more illiquid as well as 
volatile market which is not beneficial to the consumers, producers nor the financial markets 
as a whole since the value of real estate accounts for such a large part of the national 
economy. As stated by Delisle (2012), a well-functioning real estate market is an important 
factor for economic restoration.	

The aim of this research is therefore to find out if there is a difference in preferences of 
homebuyers that have a negative view on the market to those who are positive to the market 
development. Thereby, try to improve the knowledge concerning homebuyer preferences in 
the hope of making the market function smoother. This information is important for actors on 
the real-estate market who aim to meet the varying demand of their potential customers and 
thus decrease the effects of market recessions. Through a more liquid market with more 
efficient moving chains, the price volatility decreases and the possibility for people of all 
social groups to relocate increases. This leads to greater possibilities for everybody, including 
financially weak groups, to be able to accept job offers or university enrolment in other 
locations than their current. In the long-run, this will create a better functioning real estate 
market and contribute to a more equal society.     

	

1.2 Research	question		
Our specific research question is: 	

What are the differences in preferences of homebuyers that are positive and negative to the 
market? 

 

To answer this question, we state three hypotheses that are based on a literature study. The 
argumentation behind the hypotheses will be presented later in the thesis. 

Hypothesis 1: With a negative outlook on the real estate market, home buyers move to more 
central locations	

Hypothesis 2:  With a negative outlook on the real estate market, home buyers purchase 
smaller apartments	

Hypothesis 3: Self-congruity is less important for the homebuyers that have a negative 
outlook on the market relative to the ones who have a positive outlook on the market. 	
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1.3 Limitation	
Our master thesis focuses on the real estate market in Stockholm where we limit our research 
to the preferences of home buyers in an uncertain market that have an interest in buying 
condominiums, and condominiums will in this master thesis only refer to tenant-owned 
apartments.  Since the production of condominiums in Stockholm has increased over the past 
years and are seen as a core segment in satisfying the current housing deficit, unlike detached 
housing, we choose to only look at condominiums. The reason why we focus on the 
Stockholm real estate market is that it is the biggest market in Sweden and is therefore 
relevant for the economic development of Sweden. 	

By going out and collecting responses at real estate viewings, we are collecting a 
convenience sample of speculators. What must be kept in mind is that this method will distort 
the results, since those who are visiting viewings are likely to be either pressed to move or 
have a more positive outlook on the market development than the average person. 
Speculators who might be thinking of moving, but are too weary of a market development, 
will to a lesser degree go to viewings – meaning we lose their input in our research. 	
Furthermore, respondents are asked a control question with a yes or no answer regarding how 
they view the real estate market development. This is in order to investigate how the market 
outlook affects preferences. However, the control question creates a dichotomy, strictly 
positive or strictly negative to the price development of real estate, while the issue at hand 
should in reality be treated as a graded scale. This implies that this method can easily collect 
a disproportionate amount of respondents who are positive to the future market development 
since those who have a strong negative outlook will hardly be represented in our sample since 
they most likely do not attend apartment viewings. It should be mentioned that “positive” to 
the market refers to believing that the prices will increase, meanwhile “negative” to the 
market refers to believing that the prices will decline and stay low.    

	

1.4 Disposition	
The master thesis can be divided into three parts. First is a background of the real estate 
market as well as information of the state of the real estate market in Stockholm. From here 
the paper moves on to the theoretical framework and literature review of market cycles and 
moving patterns before attending to both a broader perspective of how consumer preferences 
are formed and the circumstances for how these may appear in relation to a real estate 
market.  After the literature review, the hypotheses are examined more carefully. In the final 
part of the thesis the methodology, result and discussion are presented before ending with 
suggestions on continued research. 	
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2 Explaining	the	real	estate	market	

It is often assumed that the market as well as its actors are rational, this is however not the 
whole truth. For, as stated by Case and Shiller (1988) if the market truly is rational then there 
will be no possibility for actors to make any profits not reflected by fundamental factors. So 
how does the real-estate market interact with its consumers?	

Volatility in the housing market is often ascribed to demand factors, but constraints on 
housing supply will also have implications on volatility. Clearly, this is not a one-way street. 
Wheaton (1999) finds while investigating the different types of real estate markets in the 
United States that for as long as demand is more elastic than supply the real estate market 
remains stable. However, Paciorek (2013) states that if regulations concerning housing 
supply decrease the responsivity to investment, the market will in turn react by increasing the 
volatility of housing prices, meaning the risk of bubbles increases.  This leads to the 
conclusion that when either the demand side or the supply side of the market becomes 
inelastic it destabilises the whole. Glaeser et al. (2008) investigates communities’ flexibility 
regarding housing bubbles in relation to the elasticity of supply. In areas where the housing 
supply is more elastic Glaeser et al. finds there is overall a greater resilience to housing busts 
and bubbles, but this is not the case in all their example areas. Some areas with greater 
elasticity in supply still have bubbles, except the fact that these are shorter lived due to the 
market’s elasticity. This suggests that the lag between demand and supply is not the only 
factor that affects the price development of housing and the subsequent real estate market.	

An increase in price on real estate has similarly been assumed to be based on actual market 
records, while decline in market values have been seen as due to a panic (Case and Shiller 
(1988). A later paper by Shiller (2007) nonetheless refutes this idea, showing that housing 
markets in the US and Europe can increase in value despite lack of fundamental support. As 
Case and Shiller (1988) reveal, home owners’ expectations on house prices are directly linked 
to their inductive reasoning on past price swings rather than fundamentals. A quantitative 
model by Burnside et al. (2016) supports the claim of a not entirely rational market further. 
Burnside et al. wanted to predict the development of property prices in the United States, and 
concludes that social interactions between agents on the market result in frictions that lead to 
booms and sometimes boom-busts. It is however not possible to define the exact underlying 
factor as to why some booms were followed by a bust.	

While these studies have all been on a larger scale, looking at the market from a birds’ eye 
view, they show that the changes which affect the market actually start on a much smaller 
scale. Trying to explain developments on the market based on purely fundamental factors as 
done here, does not provide all the answers to the volatility of the real estate market. The 
missing factors of market development appear to lie in interaction between actors and agents, 
beliefs of homebuyers and sales personal, as found in the reports stated above. One relevant 
focus from this is none other than the potential homebuyers. 	

A study done in suburban Stockholm by Lundgren (2010) tried to see if there was a 
difference in values between potential homebuyers, grouping them into bidders and non-
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bidders, for a certain housing project. The results showed a significant difference between the 
two parties, but the results are hard to implement on other real estate projects. Lundgren and 
Wallentin (2016) showed that there are unobservable factors that affect the decision to buy a 
home, which has been understated in other cases. This suggests that the same research could 
be undertaken for a broader question in order to gather a deeper understanding. In conclusion, 
we can learn that the real estate market is based on fundamental factors. However, only 
looking at such aspects seldom portrays the entire picture. Since the market is partly based on 
homebuyers’ demand, it is in turn affected by a combination of fundamental and subjective 
factors - an area which will be delved deeper into throughout this master thesis. 
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3 Background	on	the	Swedish	real	estate	market		

The situation on the real estate market in Sweden is more strained now than what it has been 
for a long time. There are a record number of municipalities that say there is an unbalance on 
the local market in terms of an undersupply of housing. Out of Sweden’s 290 municipalities, 
there are 255 of them saying that there is a housing shortage. To further accentuate the 
proportion of this, it can be added that 93 % of the total Swedish population live in these 
affected municipalities. According to the assessment of the big majority of municipalities, the 
need for rental apartments is the most urgent in the coming three years. Nevertheless, there is 
a high demand for condominiums as well (Boverket 2017).	Despite a large amount of housing 
being constructed in the near future, the municipalities still assess that there is a need for an 
even higher construction rate. A higher rate is however hard to achieve due to problems like 
high productions costs and a lack of zoning plans in attractive locations. In some 
municipalities, there is a problem for constructors to get loans for projects as well as for 
private citizens to get loans which impedes the construction of housing (Boverket 2017). 

	

3.1 Stockholm	County	
There are around 2.3 million people living in Stockholm in about one million homes, and the 
official prognosis concerning population growth is 0.3 million up to the year 2030. Therefore, 
the municipalities in Stockholm County put a lot of focus on increasing construction of 
housing, which has resulted in an increased supply of 16 250 completed housing units last 
year. An additional 62 000 housing units are currently under construction.  Looking at the 
real estate market, construction of 20 000 housing units started in 2017 and around 18 000 
housing units are expected to be constructed in 2018. Out of what is being produced 
condominiums dominate the production rates so rental housing only accounts for a third of 
the started housing construction (Länsstyrelsen 2017).	

The assessment of the construction industry is that the capacity limit is reached due to lack of 
qualified workers. This shortage also results in increased expenses which leads to projects 
being postponed. Even if the rate of construction is expected to decrease slightly, the levels at 
which housing units are being built are at historically high levels. It is however important to 
remember that newly produced housings are expensive to buy, which means that it will be 
difficult for people with small economic resources to establish themselves on the real estate 
market. The reasons behind this situation is the high population growth in combination with a 
shortage of rental apartments with a reasonably low rent which together increase the markets 
rigidity (Länsstyrelsen 2017). 

 

 

 

	



 
 

 

7 

 

4 Aspects	of	the	real-estate	market	in	Sweden	

In this section, a closer look is taken at the situation on the Swedish real estate market. 
Among other things, it brings forth the public concern of a real estate bubble and the 
financial- and rental market regulations that together affect the demand for condominiums. 
Combined, they increase the understanding of the complex aspects which affect the real 
estate market and the actors on it. 

 

4.1 Uncertainty	of	a	real	estate	crisis	
In the end of 2017 the housing market in greater Stockholm appeared to have taken a turn 
downwards (Mäklarstatistik 2017b), and speculation was made in the media that a long 
overdue real estate bubble was finally emerging. It is first and foremost the reporting in the 
media and the general concern this evoked that is assumed to have affected the real estate 
market the first quarter of 2018 (Mäklarsamfundet 2018). Simultaneously however, Jan 
Jörnmark1, poses a contrary theory that the value increase in real estate in central Stockholm 
is not a bubble but rather the market stabilising after being subjugated to heavy political 
regulations since the middle of the 1950’s (Edvinsson et al. 2014). If this theory is true the 
value should continue to increase and this slight drop in late 2017/early 2018 is only a short-
lived movement.  

	

4.2 Standardised	and	large	scale	production		
According to Psilander (2004), the Swedish market is dominated by four large companies and 
the influence of the public sector on the building sector in Sweden is very strong. The banks 
are following standard procedures instead of judging every individual project. The outcome is 
a standardised process where the land is flattened so that building cranes on rails can be used, 
and the manoeuvrability of these cranes are allowed to limit the dimensions and location of 
the buildings. When a few large companies with one single production technology are 
dominating the product design, the natural attributes are not taken advantage of. The result 
according to Psilander (2004) is a stereotype and rather mediocre housing environment where 
the consumer has very limited possibilities to exercise power. In a report by 
Konkurrensverket (2015), the Swedish Competition Authority, these four national companies 
were still dominating the housing market, out of the top 30 companies they were responsible 
for 72% of the overall turnover. They had however lost a few market shares to more regional 
actors, who are known to be more sensitive to their regions demands and needs.	

                                                
1 Jan Jörnmark is a Swedish author and an associate professor from Chalmers University of technology , 
formerly employed at Chalmers and the  Gothenburg School of Business, Economics and Law. 
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4.3 Interest-rates	and	amortization	affects	real	estate	value	
Sweden has since 2008 been subject to unusually low interest rates and households have 
chosen to spend their incomes in other ways than paying off their debts, which has led to an 
increase in their debt ratio. Because of this Riksbanken (2017), the Swedish central bank, has 
feared that households would be unable to deal with a high increase in interest. 	

In an attempt to regulate the price increase on real-estate in Sweden Finansinspektionen (FI), 
the Swedish financial supervisory authority, decided in 2016 to regulate the amortization 
demands on in-debt households. Thus, forcing households with high levels of debt in relation 
to disposable income to increase their down-payments on their loans. The decision has shown 
itself fruitful in decreasing the debt ratio of households. However, the debt-ratio still remains 
high in Stockholm, Gothenburg and Malmö. Especially in Stockholm where the debt ratio is 
above ordinary, in 2017 the average debt ratio was 526% as opposed to the national average 
of 402%.	

FI (2017) note that the new policy has forced households to buy cheaper housing and loan 
less. They predict that the amortization requirements have caused home-buyers to downsize 
when looking for new housing as well as choosing less attractive locations. Another effect of 
the policy is that home buyers choose to use their savings in order to minimize their debt.	

According to (SOU 2015:48), the reason why the amortizations requirement was 
implemented is that the households’ debts made them sensitive towards macroeconomic 
fluctuations. Most mortgages have variable interests meaning that changes in the interest rate 
would have large impacts on many households. Calculations made by the Swedish Riksbank 
shows that it does not take a very high rate increase before many households end up in a 
difficult financial situation. If the interest rate increases with 5 percent, 21.4 percent of the 
households will have a negative margin on their economy. In that situation, it is reasonable to 
believe that the households will down prioritize consumptions of other goods and services in 
order to be able to afford their mortgage payments and halt the economy as a result. 

 

4.3.1 Interest	rate	prognosis	

The Swedish Riksbank (2018) states that the Swedish economy is strong and inflation is close 
to 2 percent. However, a continued expansive monetary policy is necessary in order for the 
inflation to stabilize on the current level. Due to this, Riksbanken is keeping the prime rate at 
-0.5 percent, and the prognosis indicates that there will be a slow rate increase during the 
second half of 2018.  As stated by (SOU 2015:48), a stress test that the FI made in 2013 
showed that if the prices on real estate would fall with 15 percent, 11 percent of the 
households with new loans would have a home with a market value lower than their 
outstanding debt. Although, it is likely that a lot of households would reduce their debt if the 
value of their homes declined. The problem for individual home owners occurs if the price 
fall happens at the same time as something else happens that forces the owner to sell their 
home with a loss. 	
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4.4 The	rental	market		
A dysfunctional rental market contributes to the dilemma of an illiquid real estate market and 
the high demand for condominiums. Rental regulation2, as found on the Swedish rental 
market, is sometimes portrayed as a way of ruining the real estate market, and sometimes 
depicted as a measure that allows the central parts of a city to be overtaken by the rich even 
though this is never the intent (Eriksson and Lind 2005). A lot of positive as well as negative 
notions concerning rental regulations are exaggerated. It could be said that the main issue 
with rental regulations is that it creates a black market that functions as a hotbed for criminal 
activity which results in illegal transactions being perceived as more legitimate since it might 
be the only way to get a hold of an apartment in some neighbourhoods (Eriksson and Lind 
2005). It is a well-known fact that black markets arise when the price is below the 
equilibrium price, meaning that the trade on the black market would cease to exist if the rent 
level corresponded to the willingness to pay (Boverket 2014).	

If the black market would disappear with a removal of the rent regulation, there are other 
effects to consider since the rental regulation has redistribution effects. Capital is transferred 
from the landlord to the tenants but there is also a redistribution of capital among the tenants. 
Tenants in attractive locations would have to pay a lot more than today with market rents 
meanwhile tenants in more periphery areas would get a lower rent and could therefore be 
considered winners in such a system (Boverket 2014).	

There are several factors concerning rental regulation that might decrease the amount of 
constructed rental apartments. For one, rental regulation keeps the occupancy rates below the 
free market level meaning it becomes less profitable to invest in new rental apartment houses. 
Secondly, the rental regulations cause a gap between the rents in old and new apartments 
since the rents in new apartments are as good as adjusted to market conditions. This means 
that the decline in demand mainly affects the newly produced apartments, and through that, 
increases the risk for investors (Boverket 2014). According to Boverket (2014) the cost per 
month to live in newly produced rental apartments are higher than for newly produced 
condominiums which further increases the demand for condominiums in relation to rental 
apartments.  

As stated by (Eriksson and Lind 2005), when people cannot find affordable rental apartments, 
the demand for condominiums increases. However, rental regulations can contribute to an 
increased supply of condominiums. This is because rental regulation creates incentive for 
both property owners and tenants to transform rental housing to condominiums, since there is 
a surplus value that the parties could share if they agree to transformation. As a closing 
remark, it could be said that a real estate market with rental regulations makes the rental 
apartments that exist in attractive living areas just as hard to get a hold of as expensive 
condominiums, making the choice between rental regulation and condominiums a choice 
between “plague or cholera” (Eriksson and Lind 2005). 	
                                                
2 In Sweden, rental regulation means that the rent for an apartment should basically have the same rent levels as 
similar apartments irrelevant of location. The system is called “Bruksvärdessystemet” and is somewhere 
between strict rental regulations and market rents. (Hyresgästföreningen, 2013) 
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5 Theoretical	framework	

In this section, theories that are applied in the construction of our hypotheses and method are 
presented. First is an explanation of the real estate markets periodical movements and then 
two models for urban social structures are described. The final part clarifies the many twists 
and turns of consumer preferences and how value is formed. 

 

5.1 Market	cycles	
Economic growth and decline is described through economic cycles. Geipele and Kauškale 
(2013) define this as the varying degree of business activity expressed in GDP3. The cycles 
can vary in length from short cycles (kitchin cycles) to medium cycles (juglar cycles) to long 
cycles (kondratiev wave), with differences in duration and intensity. The economic cycle is 
related with the real estate cycle as its movements are dependent on how the real estate 
market behaves. Because of this the movements of the economic cycle are lagged in relation 
to the real estate cycle. Meaning the effect is that the economic growth relies partly on the 
real estate market (Delilse 2012). 

	

5.1.1 The	four	phases	

The real estate market cycle is described in four phases by Nicolais (2017). Phase one 
(recovery phase) consists of companies expanding their business due to increasing demand 
and lower investments costs. This results in more people being hired and thereby adds to the 
demand for buildings where this economic expansion can take place. 	

In phase two (expansion phase), the individuals and companies have rented or bought all the 
available space and the occupancy rates rise above the long-term average. Therefore, 
landowners are able to raise rents which results in increased profits. The higher profits attract 
investments in new developments or redevelopment of existing buildings. 	

In the third phase (hyper supply phase), the upward pressure on rents will continue as long as 
the occupancy rates are higher than the long term average. With an occupancy rate above 
average, financing of new construction is feasible. This is true for both phase two and three. 	

The fourth and final phase (recession phase) is defined when the occupancy rate falls below 
the long-term average. Construction of new buildings slows down, but the building projects 
started during the third phase will be finished, resulting in an additional supply that further 
reduces the level of occupancy and affect the profits in a negative way. This is further 
supported by Mueller (2001) who states that the historical supply of buildings has varied a 

                                                
3 Gross Domestic Product 
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lot; with not enough physical space available during times of high growth, and an excess in 
supply during times of low growth. This lag between demand growth and supply response is 
a result of a reactive rather than proactive governing and the main explanation to the 
volatility on the real estate market.  Thus, there is a need to increase understanding of demand 
growth especially in periods of recession.	

	

5.2 Urban	social	structures	
Where people move and how land is developed is a question asked and answered many times 
over. As a result there are several models that can be used to describe growth patterns of a 
city, but usually there is no single model that in of it-self can explain how a city has 
developed through history. Nevertheless, the concentric and sector models can provide 
valuable understanding of land use and why a city has grown in a certain way by helping 
analysts foresee where growth might occur (Fanning 2014).	

The concentric model was developed by Ernest W. Burgess. He concluded that a city expands 
from its centre to form several concentric zones. The significance of the zonal theory comes 
from the awareness of the relationship between the zones, meaning that each zone has a 
tendency to expand outwards until it spills over into the next zone. Thus, each zone builds on 
the previous zone. This expansion of the zones are driven by the conditions in the previous 
zone in the way that there is an overflow effect when the city density increases and the inner 
zone can’t be contained within its former boundaries. The result is that vacant land is quickly 
absorbed and priced at premium. However, the concentric zone model does not take the 
effects of topography or multiple clusters in consideration (Fanning 2014).	

The sector model was developed by Homer Hoyt in order to be able to describe more 
precisely how the development of urban areas take place. This model expands the concept of 
the overflow effect by taking in account the moving patterns of high-income earners and the 
filtering effect. Filtering is the relationship between the social and economic factors that 
affects the mobility on the real estate market as well as the quality of the housing stock. In 
general, people are upwardly mobile in the sense that they are striving after a higher living 
standard in a higher status neighbourhood. The filtering effect suggest that it is the high-
income earners that drive the urban growth since they can choose to live wherever they want 
(Fanning 2014).	

In differences to the concentric model, the sector model consider the overflow effects as a 
tendency of a sectors to expand along the transportation routes, and it also takes topographic 
factors in consideration such as bodies of water and elevation of terrain. Like the concentric 
zone model, the sector model has one single centre which the different sectors are stretching 
out from. When the population of a sector increases, the sector simply grows outward 
because of the increased population pressure. Once a sector achieves a certain character, it 
usually retains that character (Fanning 2014).	
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5.3 Consumer	utility		
When looking at the market and its functions, many 
have assumed the actions taken by actors are based 
on rational thinking in line with micro theory. 
Micro theory assumes that the consumer aims to 
fulfil their need of satisfaction through maximising 
their utility.  The choices made by the consumer to 
maximise their utility are based on their 
preferences, which are subjective values, and their 
budget restrictions. The aim of the consumer is to 
reach the highest indifference curve using these 
prerequisites. Hence, in a simple example of two 
goods on the market the consumer would have to 
choose how many of each they purchase to 
maximise their utility without out spending their 
budget (Axelsson et al. 1998), see figure 1.   

Nevertheless, one problem as explained by 
Axelsson et al. (1998) is that the consumer is 
seldom able to define how much more they prefer a 
combination of goods to another combination in the situation where there are more than two 
goods on the market, meaning we have no indifference curve to work with.  This makes it 
difficult to ascertain which values are guiding, especially in complex decision-making 
processes like those homebuyers go through when looking at potential homes (Coolen and 
Hoekstra 2001) and instead other approaches must be applied to get to grips with the origins 
of consumer preferences.  

	

5.3.1 Value	systems	

Consumer preferences are always based on a set of values, and these are either hedonic or 
utilitarian4 (Babin et al. 1994; Gibler and Nelson 1998; Claeys et al. 1995). An example of 
these forces is stated by Gibler and Nelson (1998), where internal norms could be seen as 
cultural or social values while external norms are adopted from friends and family. This 
multiple array of factors which affect the consumer leads to actions that cannot always be 
explained by use of pure fundamentals.	 One definition of value is similar to utility in 
microeconomics: “Value is whatever I want in a product”. This is a subjective view on the 
usefulness of a product and its possibility to satisfy the consumer. Quality or value of a 
product can therefore be defined as the buyers’ estimate of the products gathered merit to 
their cause (Zeithaml 1988). 	
                                                
4 Hedonic values are subjective and play on consumer need of fun and emotional worth as opposed to their 
counterpart utilitarian values that are often labelled as rational and task related. Both sets of values are 
present for complex decision making related to consumption (Babin et al. 1994).  

Figure	1.	Graph	displaying	optimal	utility,	
marked	with	the	circle,	for	a	consumer	when	
choosing	between	two	commodities.	Authors’	
own	copyright.	
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There have been many who have defined different value systems in consumers (Garvin 1987 
cited in Zeithaml 1988; Rokeach 1973; Schwartz 1992). Yet, irrelevant of the exact domains 
defined in each system, what they all have in common is that the values are ranked for each 
individual and is in total a more or less unique constellation for every individual (Rokeach 
1973; Schwartz 1994).  Now, while Rokeach (1973) states the total amount of values held by 
one individual to be fairly small the consequences of these values are manifested in every 
decision they make, meaning there is good cause for social sciences to investigate phenomena 
where the values are a factor – such as consumption patterns.	

The set of values presented by Schwartz (1992) or Rokeach (1973) are very broad and denote 
no particular values that could lie behind the preferences related to housing. This may be 
because housing is a complex issue and the preferences relating to such a purchase are 
motivated by a wide-ranging spectrum of benefits and consequences that vary tremendously 
from purely functional factors to personal and psychosocial ones. Meaning that mapping 
them out is a time-consuming feat (Coolen and Hoekstra 2001).	On the other hand, the values 
that form the basis of a consumer’s choices are comparatively stable, and will over a longer 
period of time remain relatively unchanged (Rokeach 1973, Schwartz 1992). For example, 
the fundamental values every consumer holds are no different to those of their neighbours, 
friends or enemies. Rokeach (1973) also believes that values that are more common increase 
an individual’s commitment to behave accordingly, thus regarding a value as more important 
if shared.  

 

5.3.2 Customer	perceived	value	

Several models have been constructed to explain the perceived value of consumers (Dodds, et 
al. 1991; Zeithaml 1988) and all conclude that the perceived value of a product is influenced 
positively by whatever benefits the acquisition provides the buyer with, and equally so 
influenced negatively by the cost of buying it. How these two aspects interact is based mainly 
on the buyer’s belief of product quality, suggesting they are willing to pay more if the 
perceived value is higher (Grewal et al. 1998). It has been found that the importance ascribed 
to a value is predominantly affected by its ability to reflect the consumers’ fundamental need. 
If a consumer assesses a factor to help in achieving a fundamental need, the factor in question 
will be valued highly while other factors that hinder this state will be discarded (Coolen and 
Hoekstra 2001). 	

The behaviour behind a consumer’s choice to consume a certain good before another can thus 
be regarded as both value-oriented and goal-directed. As stated by Coolen and Hoekstra 
(2001) such methodology applies equally well to consumption patterns behind housing 
preferences, it should however be noted that this behaviour is not necessarily rational in the 
classical micro economic sense of utility maximisation. An example of this is that a consumer 
might, when affected by asymmetric information, use information cues to form an idea. If 
they find factors relating to positive values the same factors will be applied in a broader sense 
to envelope the entire housing unit – be they true or not (Zeithaml 1988). Thus, the perceived 
value of the product is not always based on rational sentiments of the consumer.	
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6 	Factors	that	affect	preferences	

Moving on from how values are created, in the following section different aspects that have 
been shown to influence homebuyers’ preferences are presented. Since values are difficult to 
percept and define it can be easier to look at how they interact with predispositions of the 
market and what the behaviour and preferences of consumers become as a result.  

	

6.1 Location	in	relation	to	other	priorities	
What determines the attractiveness of a location on the housing market can vary between 
different markets, as well as how important location is in relation to other factors. As Kauko 
(2006) states, there are fundamental differences between the metropolitan area of Helsinki 
and Randstad in Holland which have shown to affect the preferences of potential 
homebuyers. 	

In Randstad, functionality and spaciousness of the home matters more than where it is 
located, and tangible hard characteristics are more important than intangible softer 
characteristics when assessing physical surroundings. This means that the brand of the 
neighbourhood is not as important as the neighbourhood factors. In Helsinki, the preferences 
are different in the way that the quality of housing and spaciousness is seen as a given, 
resulting in location being a factor with a lot of weight. Aspects such as accessibility and 
pleasantness therefore become a lot more essential. The differences in how location is valued 
are particularly evident when it comes to new developments, meaning that it might have 
implications for the construction companies when deciding their strategies for production.    

	

6.2 	Branding	and	niched	projects	
When building new projects, many companies need to choose between developing a more 
standard project or a specialised style and niche. Unfortunately, none of these are the clear-
cut best choice. Rather each has its own drawbacks. Ouwehand and Bosch (2016) have done 
a comparison on how niching affects resulting coverage of new building-projects in Holland. 
They have come to the conclusion that branding has a positive effect on consumers’ 
preferences for the area which lead to higher coverage than its non-branded counterpart. 	

It is however important to keep in mind that there are risks with niched projects, such as 
overlooking certain target groups. Because of this, Psilander (2004) discovers that 
construction companies in Sweden often decide on less profiled projects in order to be sure of 
a large enough customer basis and coverage. Since there is an outspoken housing deficiency 
in Sweden (Boverket 2017), construction companies simply might not need to be as targeted 
in their new projects to attract homebuyers. However, since the report done by Psilander the 
market has shifted suggesting the results from Ouwehand and Bosch (2016) to be more 
relevant for the current market predicament. This is further supported by Psilander (2004) 
who states that branding becomes even more important when the market becomes 
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impermeable since exclusive amenities are seldom enough to support the project at these 
points in time and often results in housing being offered at a reduced price. Exclusive 
amenities will only be profitable if it has the right customer profile with a matching price, 
suggesting that a niched project does not mean the same as exclusive amenities to no end. 

	

6.3 Social	media	and	word	of	mouth	
Social media connects individuals, groups and organizations to each other and creates a 
common platform where communication can take place (Rodriguez 2011). This type of 
communication where information travels by word-of-mouth is trusted to a greater extent 
than other channels of information (Case and Shiller 1988; Herr et al. 1991). Thus, with the 
help of social media people are influenced by peers far and wide away. This phenomenon, of 
constantly being bombarded with impressions, also decreases the critical and retrospective 
mind-set (Delisle 2012). Social media is shown to have a direct effect on living preferences. 
In a study done in the United States, housing preferences and demands of consumers were 
linked to the subjects’ social network on Facebook with a remarkable turnout. People who 
have geographically distant friends and contacts that experience large house price increases 
are more likely to move from a rental apartment to a condominium. They are also prepared to 
pay more for a given house and in general buy bigger houses when their friends are reporting 
market up-swings. The opposite is true if the influence from friends on social media is 
negative (Bailey et al. 2016). 

	

6.4 Preferences	in	relation	to	self-image	
The possessions we own and buy are major contributors to our identities. Hence, the extended 
self plays a large role in explaining a variety of consumer and human behaviours. (Belk 1988) 
The choice of certain objects and possessions relate to the status of the person in question 
(Csikszentmihalyi 1982 cited in Belk 1988). Even group identity can be expressed through 
these individually owned products, but the same reasoning applies to landmarks, places, sport 
teams and institutions as well (Geist 1978 cited in Belk 1988). From this it becomes clear that 
a home is not an uncommon tool used to define oneself (Becker 1977 cited in Sirgy et al. 
2005) and that the self- image and identity plays an important role in the decision making 
concerning a new home (Rochberg-Halton 1984; Sadalla et al. 1987).	

Actual self-congruity, as stated by Sirgy et al. (2005) refers in a housing context to what 
extent the home buyers’ self-image matches the house occupants’ image, alternatively the fit 
between how buyers see themselves in relation to the image of the residents of the house.  
Sirgy et al. (1991) furthermore operated several tests to validate a hypothesis concerning how 
functional congruity5 and self-congruity related to consumer behaviour. The relation they 

                                                
5 Functional-congruity relates strongly to utilitarian values and demands a greater cognitive resonance than 
self-congruity which is more closely linked to hedonic values, self-image and first impressions (Sirgy et al. 
2005). 
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believe there to be is that while functional congruity is a strong predictor of consumer 
behaviour, self-congruity should not be understated as it is an underlying influencer to 
functional congruity.  Through a series of tests they prove their hypothesis true; self-
congruity affects the consumers’ behaviour by acting as a bias on the individuals value set 
relating to functional congruity. The worth however of self-congruity on the choices of the 
home buyer is according to Sirgy et al. (2005) to be moderated by three factors: involvement, 
time pressure and experience. As they see it a more experienced homebuyer will look to 
utilitarian values (greenery, schools, local shops and other amenities etc.) while the less 
experienced buyer relies more on information from outside sources (real estate agents for 
example) or from self-congruity. Meaning they partly make the decision based on if other 
people like them live there.  
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7 	Theories	behind	hypotheses	

While the literature on real estate cycles is extensive, many chose to look at the rational 
underpinnings behind market failures because this simplifies a complex problem. However, 
what they all state to some extent is that there are more than simply fundamental values at 
play with market failures. Some part of it has to do with the preferences of the consumer. 
Looking at the demand side of the market, we find also that in understanding the market 
many have looked at and tried to model consumer behaviour stating that preferences are a 
result of inherent values and complex interplays between the actors. The consumers are 
making complex decisions based on a multitude of aspects which they are only inadvertently 
aware of, which might be partly responsible for why these aspects of consumer decisions are 
still shrouded with uncertainty. Beyond this the market in question offers certain postulations 
which of course affect the consumers’ behaviour further than what the literature has taken 
into regard. Based on the literature study, we hypothesise that there are differences between 
homebuyers who have a positive and, respectively negative attitude towards the market 
development regarding their preferences for location, size, and functionality. Our three 
hypotheses are based on the theoretical studies we have made and are explained more 
thoroughly below. 

	

Hypothesis 1: With a negative outlook on the real estate market, home buyers move to 
more central locations.	
The concentric zone model was developed by Ernest W. Burgess who concluded that a city 
expands from its centre to form several concentric zones (Fanning, 2012). The relevance of 
the concentric theory comes from the awareness of the relationship between the zones, 
meaning that each zone has a tendency to expand outwards until it spills over into the next 
zone. Thus, there is a demand pressure towards the central part of a city. It is apparent that 
this model could be used to describe Stockholm since the overflow effect make new living 
areas such as Hagastaden, Norra Djurgårdsstaden and Hammarby Sjöstad pop up around the 
inner city in accordance with the concentric zone model. However, it is also obvious that 
there are different sectors according to the sector model that grow along transportation routes 
such as Danderyd-Täby (high income), Bromma-Vällingby (medium income) and Västberga-
Midsommarkransen (low income).	

Simultaneously, Jörnmark (2017) talks about how the value increase in real estate in central 
Stockholm is not a bubble but rather the market stabilising after being subjugated to heavy 
political regulations since the middle of 1950’s. If this theory is true, the value should 
continue to increase and this slight drop in late 2017/early 2018 is only a short-lived 
movement. Based on this, we hypothesise that home buyers with a negative attitude towards 
the market will perceive buying a condominium closer to the central part of Stockholm as a 
relatively safe investment due to the constant demand toward the city core. 
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Jörnmarks beliefs is further supported by the graphs below that show the real prices for 
apartments in Stockholm from 1875 to 2012 with index 100 at year 1957. As we can see, 
there has hardly been any increase in real prices at all between 1875 and the mid-nineties see 
figure 2. This despite the index for real wages increased from an index of 100 to 281.1 
between the years of 1960 and 2016, see figure 3.     	

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Hypothesis 2:  With a negative outlook on the real estate market, home buyers purchase 
smaller apartments.	
It has been shown that information travelled by word-of-mouth is relied on to a greater extent 
than other channels of information (Case and Shiller 1988; Herr et al. 1991). This 
phenomenon is expanding today with the help of social media and that has shown to have a 
direct effect on living preferences. According to Bailey et al. (2016), people with 
geographically distant friends and contacts that experience large house price increases are 

Figure	2.	(Modified):	Real	prices	for	apartment	buildings	in	Stockholm	
1875-2012	(Edvinsson	et	al.	2014)	

 

Figure	3.	Real	wage	development	in	Sweden	1960	–	2016	
(Ekonomifakta	2017)		
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more likely to move from a rental apartment to a condominium. They are also prepared to 
pay more for a given house and in general buy bigger houses when their friends are reporting 
market up-swings. Based on this, it is close to hand to believe that the opposite is true if the 
influence from friends on social media is negative. This in combination with aforementioned 
hypothesis regarding the stabilising of real estate prices in the central part of Stockholm 
function as a base for the hypothesis that home buyers with a negative market outlook 
downsize their apartments in order to be able to afford moving toward the city core as they 
seek a secure investment. 	

 

Hypothesis 3: Self-congruity is less important for the homebuyers that have a negative 
outlook on the market relative to the one who have a positive outlook on the market.	
The self-image affects the homebuyers’ preferences for a home through self-congruity. Self-
congruity refers in a housing context to what extent the home buyers’ self-image matches the 
house occupants’ image with regard to their actual self. If a home buyer has a negative 
outlook on the market and thinks that the price will fall, it means the that there is more time 
available for the home buyer to consider other aspects than self-congruity as stated by Sirgy 
et al. (2005) and thereby avoid impulsive purchases. Furthermore, Psilander (2004) states that 
exclusive amenities are not enough to sell condominiums in a declining market, which leads 
us to believe that functionality will play a bigger role. We therefore hypothesis that self-
congruity is less important for the homebuyers that have a negative outlook on the market 
relative to the ones who have a positive outlook due to lower levels of stress in the decision 
making process. 	
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8 Methodology	

A literature study was undertaken in order to extend the basis for which the hypotheses would 
be founded on and also explain the current situation of the real estate market. From the 
literature study, it became clear that two methods were used to investigate homebuyers’ 
preferences: factor analysis and laddering interviews6 (Lundgren and Wallentin 2016; Coolen 
and Hoekstra 2001). Since neither method had been utilised by either author before a great 
deal of time was invested in reading up on respective method. For the factor analysis, a 
method often used for market analysis, material from a post-graduate course at KTH was 
provided by our supervisor and simultaneously worked through alongside the literature study.  
Due to this and restraints in time, there was no possibility to undertake a laddering exercise 
with respondents so the sole focus became performing a survey and subsequent factor 
analysis. 	

The survey was used in order to collect the information needed for the factor analysis. This 
method is often applied for a deductive approach since it has the advantage of being 
economical while gathering a large amount of data that is easy to compare for statistical 
analysis (Saunders 2009).  In turn, the main collection method of gathering information for 
the survey was a questionnaire. The formulated statements for the questionnaire were 
intended to be of such a nature that the underlying meaning of them would correspond to our 
three dimensions (hypotheses) without revealing the exact intent of the question to the 
respondent. By using this strategy, the prospect of capturing any conscious or subconscious 
values on the respondents’ part without having to ask a straightforward question would 
increase and thereby minimize the risk of directly leading the respondent one way or another.  
Therefore, the questionnaire needed to be thought through meticulously or else, as 
Oppenheim so candidly puts it, “... almost anything that can go wrong, will go wrong” 
(Oppenheim, 1992, p. 48).	

There are three main objectives to a questionnaire as stated by Malhorta and Birks (2005). 
Firstly, it should translate the information needed into a specific set of questions that the 
respondent will answer. We must be aware of the risk of getting dissimilar responses from 
two similarly worded questions, both aiming for the same information. Secondly, the 
questionnaire must inform and motivate the respondent to invest in the process of answering. 
The respondent must feel that they are contributing to a cause, not simply unveiling personal 
information. Lastly, and perhaps most importantly, the questionnaire should aim to minimize 
response error. Inaccurate answers and misconceptions regarding what the questions relate to 
can lead to errors when the results are being analysed. Thus, the questionnaire can be a major 
                                                
6 Laddering interviews are an unstructured interview technique. The respondent is allowed to respond to a 
set of statements and the interviewer in turn probes their responses for further clarification. This procedure 
can then find the underlying fundamental needs as to why the respondent might like a certain attribute 
using a so called A-C-V- chain, an attribute leads to a consequence which in turn enables a value (Mulvey 
et al. 1994 via Miles and Rowe 2008; Gengler et al. 1999 via Miles and Rowe 2008). For example, a 
subject prefers to live in an above ground-level apartment, which makes the apartment harder to break into 
and thus adds a sense of safety. 
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cause of error for the results. Much of this error lies in how the statements of the 
questionnaire are put together. Oppenheim (1992) states a few detailed ground rules relating 
directly to the discourse in a questionnaire that were kept in mind during the construction of 
the questionnaire, see below:	

Length; questions should preferably consist of sentences of twenty words or less.	

Avoid double-barrelled questions; avoid using the words “and” and “or” in a question as 
this would lead the respondent to reply in response to only one aspect or try to answer both 
aspects at once.	

Avoid double negatives; especially in relation to a questionnaire that is closed to an agree-
disagree scale. The grammar of the question may make it hard to understand, instead state the 
question in a positive way.	

Use simple words, avoid acronyms, abbreviations, jargon and technical terms; using for 
example technical terms may appear daunting to the respondent or they might guess the 
meaning leading to an incorrect response.	

Some words are notorious for their ambiguity and are best avoided or else defined; for 
example words like: “family”, “bought” and “neighbourhood”.	

Beware leading questions and loaded words; leading questions assume something about 
the respondent meaning it is not neutral, and loaded words such as “healthy”, “free” or 
“natural” can trigger respondents in unwanted ways. 

The scale used in a questionnaire should be matched with the statistical tests that will be 
performed on the results. Intended here was a factor analysis which demands an ordinal scale, 
a suitable scale would then be a 7-point Likert scale. The Likert scale is one of the most 
frequently used scales in social science research and measures attitudes, opinions or 
multidimensional constructs (Salkind 2010). It lets the respondent agree or disagree with a 
statement and the response is then graded from 1 to 7 for each of the statements concerning 
the object (Malhotra and Birks 2006; Saunders 2009). In addition, three control questions 
were asked to be able to detect any differences relating to the control question’s sub group.  It 
should be mentioned as a note of caution that whenever a respondent is asked to state a 
preference for something they are affected by their social desirability. This can be expressed 
as increasing the mileage they get out of their car from a gallon of petrol or stating they clean 
their home twice a week when it actually is only once. This bias impacts the results and if 
controlled for it demands more questions and test elements to be incorporated into the 
questionnaire. However, it has been stated by Molin et al. (1996) that the effect of social 
desirability is less for preferences concerning housing than other objects, suggesting the 
effects of the bias to be moderate. 	
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Based on these guide lines several statements were formed, revised and ultimately also 
discarded. In the end five statements were chosen to answer for hypothesis 1; Location and 
seven more for hypothesis 2; Size, coded as A1, A3, A4, A5, and A7 respectively B1, B3, 
B4, B6, B7, and B5. Six statements were chosen to represent the third hypothesis; 
Functionality, C9 C3, C2, C6, C5, and C8. Some of these were inverted as to keep 
respondents alert and avoid them answering all statements with strong positive connotations. 
The statements and their codes can be found in appendix A. 

 

8.1 Data	collection		
To find suitable respondents who were planning on moving in the near future it was deemed 
that the best place to find these individuals were at viewings of condominiums. The viewings 
were found using the website Hemnet.se, which lists a majority of all real estates for sale in 
Sweden. Using the information on this website, contact was made with the real estate brokers 
who had apartments up for sale suitable for the cause of the research. The brokers were 
informed of our intentions with the master thesis before requesting their permission to ask 
their speculators to partake in our survey at real estate viewings. The apartment viewings we 
subsequently visited were therefore only those where our presence was approved by the 
responsible realtor. Collection of data was undertaken between the 22nd of March to the 14th 
of May and in order to maximize our chances of responses we split up, visiting different 
viewings. Thus, on a good Sunday, the main day for real estate viewings, we could together 
visit between 5 and 7 separate viewings. 

We located ourselves outside the apartment building or inside the main doorway, either 
dressed in apparel branding the KTH logo or with a KTH roll-up. The speculators were 
approached after leaving the viewing and invited to participate in an anonymous survey for a 
master thesis at KTH with the intent of finding out what was important in an attractive home. 
If they agreed to partake, they were asked for their name and telephone number so we could 
perform the questionnaire over the telephone in the following days ahead. At location, we 
only collected their name, number and time to contact them. We then rang the speculators up 
in the following week at the agreed upon time and recorded their responses. By performing 
the survey over the phone at a time that was to the respondent’s convenience the likelihood of 
the respondent not answering truthfully should decrease, also the interviewer effects on the 
respondent’s answers are less because of lack of physical interaction.   The survey began with 
17 statements that the respondent could agree or disagree with.  On the scale the lowest value, 
1, was described as “absolutely do not agree” and the highest, 7, equalled “absolutely agree”. 
After this, three control questions were asked in order to be able to detect differences in 
beliefs between different groups. The control questions depicted age, gender and their market 
outlook. Regarding the question on market outlook, the respondent was asked whether they 
believed that real estate prices would be at a lower level in three years’ time and asked to 
answer yes or no. A “yes” was interpreted as being negative to the price development and a 
“no” as being positive. For further information on the questionnaire, see appendix B. 
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In order to create a more general picture with the collected responses, data was collected from 
three primary locations within Stockholm. These were, moving from the most central location 
and outwards; Hornsbergsstrand (Zone 1), Solna (Zone 2), and Sollentuna (Zone 3). The 
three areas promote similar aesthetics while attracting a range of income groups and to some 
extent traverse the E4- highway suggesting it might be a natural route for potential moving 
chains according to the sector model. It can be suggested that the areas together attract a not 
entirely homogenous group of individuals and would serve as a good base to collect the 
responses from. The aim was to collect equal amounts of responses from the different areas, 
however this proved to be a difficult task. Out of the 41 responses Sollentuna stood for 22 
percent of all answers, Solna for 44 percent, and Hornsbergsstrand for 34 percent.  

Unfortunately, the responses collected at viewings were not enough in quantity for a 
successful analysis and there was little time left for collecting more via the same routine. 
Therefore, an online version of the survey, specifying the cause of the survey and who should 
answer it, was spread through social networks on the internet, collecting responses from the 
8th of May through to the 14th of the same month. In order to screen for the relevant 
respondent, three more control questions where added: were they looking for housing in 
Stockholm?, what residential type where they looking for?, and where in Stockholm where 
they looking? This resulted in 54 additional responses, out of which 14 had to be discarded 
since they did not meet our prerequisites by looking at housing elsewhere than Stockholm, 
looking for rental apartments rather than condominiums or searching in areas outside our 
zones. In total, the collected number of responses was 81 and zone 1 represented 32 percent, 
zone 2 stood for 44 percent, and zone 3 for 23 percent of the data. 

 

 

The results for these 81 respondents were given predominately by women (74%). However, it 
is worth mentioning that in the 41 responses collected at viewings, the responses are more 
often than not given by a couple and it was more often the woman who offered to partake. 
Hence, responses given at viewings will to a higher extent reflect the values of the couple and 
not only the individual. Furthermore, the age groups among online responses were very 

Figure	5.	The	age	distribution	among	
respondents	in	our	sample.	Author’s	own	
copyright.	
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young which resulted in a higher representation of these age groups in our sample than would 
be the norm for the population in Stockholm, see figures 4 and 5. Such an age discrepancy 
should likely have an effect on the results. 

However, the amount of respondents with a negative versus positive outlook on market 
development was much more evenly divided among the sample with 41 percent of the 
respondents stating a negative outlook on the price development of real estate, and 59 percent 
stating a positive outlook, see figure 6. For further information regarding the respondents and 
zones, see appendix C.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 	

Figure	6.	Respondents	answers	regarding	market	outlook.	
Authors’	own	copyright.	

41% 
59% 

Do	you	believe	in	lower	prices	for	condominums	
in	the	Stockholm	area	in	the	upcoming	3	years?

Yes,		I	am	negative	to	the	price	development	on	the	real	estate	market

No,	I	am	positive	to	the	price	development	on	the	real	estate	market
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8.2 Data	analysis	method	
Factor analysis was used to enable the analysis of the collected data. This method can be 
described as a class of procedures that are primarily applied for summarisation or reduction 
of data. The method finds any correlating dependencies and will thus treat the statements as 
variables and place them, or commonly referred to as load them, into dimensions where they 
correlate the most. It can take large numbers of variables and reduce them to a manageable 
level, representing them as a few underlying components or common factors, see figure 7. 
Unlike other methods, such as multiple regression or analysis of variance, factor analysis 
does not assume any variable as dependent but rather the technique is interdependent, 
meaning all relations between variables are tested (Malhotra and Birks 2006). Each variable 
is expressed as a linear combination of common factors and every variable explains a certain 
amount of variance in the sample data. The amount of variance it shares with all other 
variables is called communality. Covariation between variables is described through the 
common factors and a unique factor for each variable.  

 

 

 

 

 

 

 

 

 

 

 

By standardising the variables, the factor model can be expressed as follows. 

𝑋" = 𝐴"$𝐹$ + 𝐴"'𝐹' + ⋯+𝐴")𝐹) + 𝑉"𝑈" 

Where:	

𝑋"= ith standardised variable 

𝐴",= standardised multiple regression coefficient of variable i on common factor j 

F= common factor	

𝑉"= standardised regression coefficient of variable i on unique factor i 

U.= the unique factor for variable i 

m = number of common factors 

Figure	7.	Chart	of	factor	analysis	and	grouping	of	variables	under	common	factors.	Authors’	
own	copyright.	
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The unique factors are correlated with each other and with the common factors. Common 
factors can be expressed as linear combinations of the observed variables: 

𝐹" = 𝑊"$𝑋$ +𝑊"'𝑋' + ⋯+𝑊")𝑋) +𝑊"0𝑋0 

Where:  	

𝐹"= estimate of the ith factor 

𝑊"= weight of factor score coefficient 

k= number of variables 

In an effort to reduce negative correlations the statements with negative formulations had 
their responses reversed before the analysis, these were A4, B3, B5, C6, C8 and C9. Thus, 
they were recoded so all values of 1 became 7, all values 2 became 6, all values 3 became 5 
and so on. These statements correlations would then be positive in the resulting matrix. To 
analyse the information SPSS Statistics version 25 was utilised, and the analysis was done 
with a principal component analysis and varimax rotation.  

One vital value which speaks of how well the sample in question works with factor analysis 
is the Kaiser-Meyer-Olkin (KMO) Measure of Sampling Adequacy. This measures the 
sampling adequacy and results in an index value of how much of the variance within the data 
that can be explained by the common factors. A value below 0.5 means the method is 
inappropriate while a value of 0.6 is acceptable and is deemed better the closer it is to 1 
(Brace et al. 2009). Depending on the correlations within the data, principal component 
analysis finds different amounts of underlying factors or components. Since every factor 
explains a degree of the variance in the sample data, it will find as many as is necessary to 
explain all the variance in the data. The amount of variance a specific factor explains is then 
translated to an eigenvalue and as a rule, no factors should be included with an eigenvalue 
below 1 (Malhotra and Birks 2006; Brace et al. 2009).  

The output of the principal component analysis, the factor matrix, contains the coefficients 
used to express the standardised variables in terms of factors, also called factor loadings. A 
coefficient with a large absolute value reveals that the factor and variable are closely related, 
ergo have strong correlations. A common benchmark value for the loadings are that they 
should not be below 0.3 and that the closer to 1 the better they correlate (Brace et al. 2009). 
The issue at hand is that this matrix can turn out to be difficult to interpret since factors relate 
to many different variables, the factor loadings as a result are many and of varying strength. 
Thus, drawing conclusions from the results can be hard if not impossible. To come around 
this problem the factors are rotated. The orthogonal rotation, varimax procedure, keeps the 
factors uncorrelated with each other while simultaneously minimising the number of 
variables with high loadings on a factor, making it easier to interpret (Malhotra and Birks 
2006).	

From the rotation matrix, the variables can be distinguished as belonging to their specific 
factors. To control for reliability within these factors it is prudent to control the Cronbach’s 
alpha. Cronbach’s alpha is a statistical measurement of the internal consistency of a factor 
and is presented as a number between 0 and 1. Internal consistency refers to the mean 
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correlation between each pair of items in the factor and the number of items in the scale. 
Hence, a problem is that the fewer items there are in a dimension the lower the value can 
become. It is also important to be able to collect enough respondents to get a satisfying result 
since Cronbach’s alpha increases with the number of respondents that are included in the test. 
A rule of thumb is that the Cronbach’s alpha should be above 0.7 (IDRE 2017; Brace et al. 
2009).	

Once the respective factors were verified for reliability an independent samples t-test was 
performed on the factors. This controls for the probability of a difference between two 
independent samples which in our case are defined by the descriptive variable on 
respondents’ market outlook as positive or negative to the price development of real estate. 
The confidence interval for this test was 95%, and if the chances of differences between the 
two groups by chance alone are low the resulting t statistic will be large and probability 
below 0.05. The t-test assumes both that data is normally distributed and that the variance in 
the two groups are equal. Nonetheless, for samples of sizes 30 and above normal distribution 
can be overlooked without major consequences and equal variances can be assumed as long 
as the groups in the sample are of similar size (Hays 1994 cited in Saunders 2009). 	
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Table	15.	Rotated	Component	Matrix	(SPSS	
2018).	

9 Result		

In our survey, we included 17 statements that were thought to capture the underlying values 
that our hypotheses are based on. We intentionally put more statements on the questionnaire 
than necessary since it was reasonable to believe that some of the statements would turn out 
to be of no significance due to the difficulty in formulating them. After the respondent’s 
answers had been collected, the analysis was performed using SPSS. The KMO-value was 
0.708 and the variance within the data explained by the three factors is in total 55.61%.   

The first factor, or component, is termed “Location” since the four statements, A1, A3, A4 
and A7 that were constructed to answer the first 
hypothesis all loaded together. The dimension 
“Location” explains 28.94 percent of the total 
variance in the data. The second dimension 
consists of the four statements, B2, B4, B5, and 
B7. Therefore, the second component is termed 
“Size” and it explains 14.86 percent of the total 
variance in the data. Variable B7 loads also in the 
first dimension, location, but to a lesser degree 
and was thus deemed more appropriate for the 
second dimension. The third factor is termed 
“Functionality” since three statements, C1, C6 
and C9, loaded together. The third dimension 
explains 11.81% of the total variance.  Here 
variable C9 loads negatively on the first 
component, location, and since the correlation is 
both stronger and positive for functionality it was 
decided to keep it in the third component. The 
loadings are shown in table 15. The low rate of 
cumulative variance explained suggests that there 

are other factors that influence the result which has not been brought up here. However, the 
remaining factors explain very small portions of variance in and of themselves. Their 
eigenvalues are all below 1 and should thus be excluded. See appendix D for SPSS output. 

The reliability of the dimensions was tested using Cronbach’s Alpha. For component 1, 
Location, the value was 0.787.  The other two components are lower than 0.7 which means 
that the variables to an insufficient degree relate their respective dimensions, damaging their 
reliability to explain their corresponding hypothesis. This has three possible reasons, one 
being that too few variables loaded in the factor, or the amount of responses are not enough 
or the statements in the survey have been badly formulated which lead to contradicting data. 
In the final step the independent samples t-tests results was done for the entire sample 
presented. For all three components, no significant differences came out using the descriptive 
variable of market outlook, meaning the null hypothesis cannot be rejected, see table 11 in 
appendix D. 	
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10 	Discussion		

From the literature study, we learn of a real estate market situation that is not optimal. In 
Stockholm, there is a prognosis of a housing shortage that entrepreneurs are unable to satisfy 
even when producing at full capacity. At the same time, the sales prices for homes in 
Stockholm are way above the national average which leads to households having to take large 
loans in order to afford condominiums they are interested in. The high loan to value ratios has 
in turn worried the authorities, who have consequently increased the amortization demands in 
2017 and thereby put a stop to the price development of real estate. All the while the rental 
market for housing is out of tune with market demands. Due to rental regulation, it is hard 
finding an apartment where the rent is in relation to the apartment’s location. Together, these 
factors undercut the homebuyers from two angles. They can no longer loan the money needed 
to buy a condominium and the rental market is hard to navigate. Simply put, homebuyers 
may find themselves between a rock and a hard place. 

When the prices for real estate began to decline in late 2017, it was speculated by both media 
and professional actors on the real estate market what would happen in the future. Was this a 
bubble finally bursting or would the market stabilise? At this period in time, building 
companies were the ones experiencing the drop in demand. The shift in demand regarding the 
homebuyers was clear, but how had the preferences of homebuyers changed? As found in the 
literature study, looking at the preferences of homebuyers is a complex task often used in 
market analysis but it might also be a missing key to increase the liquidity of a real estate 
market with a great deal of uncertainty.   

It was clear that while consumers harbour values they acquired from internal sources like 
culture, their preferences are equally affected by external sources such as friends and family. 
Evidence was also found that preferences are dependent on the external circumstances of the 
market; in areas where spaciousness is abundant, location became more important and vice 
versa. Equally, clearly branding a housing project increased its attractiveness to homebuyers. 
From this, it is clear that once you find what it is people are looking for you need to point this 
out for them. Hence, by our three hypotheses we hoped to find hard, tangible factors that 
could be applied to increase the attractiveness of projects to potential buyer and reduce the 
effects of a market recession and increase overall welfare. 

One of the main problems with the results are the low scores for internal reliability of the 
dimensions and the low significance levels found in the t-tests. There are three possible 
reasons for this: the answers given by the respondents are not reflecting their true opinions, 
the statements asked do not reflect the dimensions well enough or the sample is too small. 
When performing a principal component analysis, the sample size should preferably be larger 
than what has been accomplished in this master thesis for a good result. Therefore, the low 
accounts of reliability and significance levels may quite probably be rooted in the small 
sample. Yet, this is mere speculation and can only be proved if an acceptably large sample 
was procured. Equally, the fault may partly lie in the formulation of the statements.  



 
 

 

30 

 

Regarding hypothesis 1 for location, the t-test for all respondents did not return this value as 
significant. In theory, what had been hoped for was that the mean values of homebuyers with 
a negative outlook on market development decreased slightly as we evaluate the results of the 
t-test from the areas closest to city centre and those further out, yet the mean values of 
negative homebuyers should still come out higher than their positive counterparts. This 
would then have suggested that negative homebuyers indeed seek to move to central 
locations, but are limited by their budget restraints so they place themselves in zones outside 
of city centre. What the results instead show is that location is affected by something other 
than what we have asked of respondents. The complexity of their decisions has not been 
properly caught in our questionnaire. This hypothesis was based on a rational thinking of 
wanting to make a safe investment, but as both the concentric and sector model explain, the 
topography of a city is seldom straightforward. Hence by reducing the attractiveness of urban 
and suburban places to a linear relationship of distance to a central business district the 
complexity of the issue has partly been overlooked. Respondents have clearly been more 
interested in other attributes and consequences such as perhaps family constellations or 
inherent values of different areas which has not been tapped into.  

The result of the t-test for hypothesis 2, size, came out as insignificant. While it might be hard 
for younger age groups, between the ages of 18-25 for example, to downsize if they already 
live in studio apartments the hypothesis should theoretically be valid for other age groups 
who to a higher degree have more living space. While there is literature that people have been 
shown to move into larger homes as an effect of their peers’ actions, our results show that the 
inverted premise does not hold. Even when there are signs, as stated by FI, that people are 
moving to smaller residences, this might in fact not be driven by the market changes. Instead 
individuals might be moving further out to save expenses or using private funds to enable a 
purchase. The living space of a residence, as it appears in our study, may be an unnegotiable 
attribute that due to high real estate values even before the decline in prices was stretched to 
its limit for homebuyers. Yet, because the willingness to pay of homebuyers have declined as 
a result of stricter monetary policies we have seen the prices on the market follow, thus the 
attribute size and its perceived value to customers remain unchanged in relation to their 
budget restrictions. 

The third hypothesis concerning homebuyers view on functionality in relation to self-
congruity did neither result in a significant outcome for the t-test nor score adequate values 
for Cronbach’s alpha meaning the variables to an unsatisfactory level reflect the different 
aspects of the factor. This dimension regarding self-congruity was the hardest to define 
statements for in the questionnaire since it revolves around subconscious values and 
preferences which are hard to describe. At the same time, the prospect of bridging into the 
un-rational or emotional thinking set of homebuyers was enough to drive us, the author, to 
test it. It was clear from the literature that homebuyers are very much affected by unnamed 
and unobserved values. Our self-image is a large concept which affects many aspects of our 
lives and also residence.  The difficulties of transforming these unobservable values into 
statements have however followed the dimension throughout the research process and are 
most probably the cause for its low effect on the results. Had there been an opportunity, it 
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would have been interesting to perform laddering interviews, since such a method would 
have been better suited in order to find out the underlying values of homebuyers. 

 

10.1 Conclusion	
The aim of this master thesis has been to study a real estate market recession from a new 
angle, looking specifically at how the preferences of homebuyers regarding location, size and 
functionality might change regarding their real estate market outlook. In total, the three 
factors explain less than half of the variance in the sample data. It can be concluded that the 
factors are not sufficient in explaining how the preferences of homebuyers are changing in 
the real estate market. Rather than drawing general conclusions as to how location, size and 
functionality affect the preferences of homebuyers with regard to real estate market 
development we must keep the null hypothesis that there is no difference for these factors 
depending on market outlook. 

 

10.2 Continued	research	
Concerning future research, it is suggested that the same type of study is performed but with 
a longer time period scheduled in order to improve the significance of the result by collecting 
a larger sample and adding a second method. The possibility to collect the answers from the 
respondents varies a lot depending on the market situation. In a market recession there are 
fewer people visiting viewings, making it harder to collect their responses. With a larger 
sample, we estimate around 200 responses to be necessary, the significance levels of the t-
tests should increase as well as the internal reliability of the factors. By having a larger 
sample it also becomes possible to divide into subgroups, thus efficiently comparing the 
results between areas and ages for example and getting a greater understanding of the 
differences in-between these. 	

It is also necessary to expand the research method with laddering interviews to deepen the 
understanding of why the respondents have answered the way they have. It is our belief that 
the key to understanding the movements of homebuyers’ lies not in expanding on the rational 
basis of their decisions, but on the unconscious values which shape their preferences. Factor 
analysis as shown herein can only reach so far into the unobservable realm of preferences. 
Nevertheless, if paired with laddering interviews there would be a chance for both reliable, 
statistically significant results as well as a deep qualitative understanding behind the 
motivations. This would be particularly useful in relation to the third hypothesis regarding 
self-congruity.  

Lastly, it should be mentioned that it is important to be aware of the skewing of the results 
when conducting research that to a lesser extent reaches people with such a negative outlook 
on the market that they won’t attend apartment viewings. If the most negative group is not 
included in the research, it will lead to a bias result. Therefore, the control question regarding 
outlook on market development should consist of a graded scale. This would make, for 
statistical purposes, controlling the different samples view on market development clearer.   
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12 	Appendices	

A) Statements 

 

Table 1. Statements used in questionnaire, with codes and which of them are reversed (Excel 
2018).  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
 

LOCATION REVERSED
A1 Desto	närmare	stadscentrum	desto	bättre
A3 Det	är	viktigt	med	närhet	till	nöjesliv	
A4 Låg	bullernivå	är	viktigare	än	ett	centralt	läge R
A5 Det	är	viktigt	med	miljöer	där	det	finns	liv	och	rörelse
A7 Jag	är	villig	att	göra	uppoffringar	för	att	bo	mer	centralt	

SIZE
B1 Många	i	min	bekantskap	tycker	om	detta	område	
B3 Mitt	sociala	umgänge	kräver	att	jag	har	tillgång	till	stora	utrymmen R
B4 Jag	är	positivt	inställd	till	att	bo	mindre	om	det	finns	gemensamma	sociala	ytor	i	bostadsföreningen
B5 Jag	är	villig	att	ta	ekonomiska	risker R
B6 Jag	kan	tänka	mig	att	bo	mindre	om	behovet	uppstår
B7 För	att	bo	mer	centralt	är	jag	villig	att	minska	boytan

FUNCTIONALITY
C2 Bostadens	egenskaper	är	viktigare	än	dess	läge
C3 Magkänslan	styr	inte	mitt	val	av	bostad
C5 Funktionalitet	har	stor	inverkan	på	mitt	val	av	bostad
C6 Första	intrycket	från	bostadsvisningen	är	bestående
C8 Exklusiva	egenskaper	ökar	mitt	intresse	för	bostaden	 R
C9 Många	av	mina	vänner	och	bekanta	bor	i	områden	liknande	detta R
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B) Questionnaire, 2 pages 

 

KTH Enkät - Attraktiva Bostäder 
Syftet	med	denna	enkät	är	att	bidra	till	produktion	av	mer	eftertraktade	bostäder	genom	att	få	en	bättre	
förståelse	för	bostadsköpares	preferenser	gällande	bostäder.	Vi	behöver	Dina	åsikter	för	att	bättre	kunna	
förstå	hur	efterfrågan	på	marknaden	ser	ut.	

Vad	bostadsköpare	tycker	är	attraktivt	i	en	bostad	är	en	viktig	nyckel	för	att	utröna	vad	man	skall	fokusera	
på	vid	nyproduktion.	I	och	med	att	den	svenska	bostadsmarknaden	svängt	från	en	”säljares	marknad”	till	
en	”köpares	marknad”	är	aktuell	information	om	åsikterna	hos	bostadsköpare	viktiga.	Därför	behövs	Dina	
åsikter	för	att	bättre	kunna	förstå	hur	efterfrågan	på	marknaden	ser	ut.		

Alla	svar	som	ges	är	anonyma	och	kommer	endast	att	användas	för	analys	i	ett	masterarbete.	

Svaren	ges	enligt	nedanstående	skala:1	(Håller	absolut	inte	med)	
2	(Håller	inte	alls	med)	
3	(Håller	inte	med)	
4	(Varken	eller)	
5	(Håller	med)	
6	(Håller	med	helt)	
7	(Håller	absolut	med)	
 

Vänligen kryssa i den ruta som motsvarar din ståndpunkt:

1 2 3 4 5 6 7

Många	i	min	bekantskap	tycker	om	detta	område	

Många	av	mina	vänner	och	bekanta	bor	i	områden	liknande	detta

Mitt	sociala	umgänge	kräver	att	jag	har	tillgång	till	stora	utrymmen

Låg	bullernivå	är	viktigare	än	ett	centralt	läge

För	att	bo	mer	centralt	är	jag	villig	att	minska	boytan

Det	är	viktigt	med	miljöer	där	det	finns	liv	och	rörelse

Magkänslan	styr	inte	mitt	val	av	bostad

Jag	är	positivt	inställd	till	att	bo	mindre	om	det	finns	gemensamma	sociala	ytor	i	bostadsföreningen

Bostadens	egenskaper	är	viktigare	än	dess	läge

Desto	närmare	stadscentrum	desto	bättre

Jag	kan	tänka	mig	att	bo	mindre	om	behovet	uppstår

Första	intrycket	från	bostadsvisningen	är	bestående

Funktionalitet	har	stor	inverkan	på	mitt	val	av	bostad

Exklusiva	egenskaper	ökar	mitt	intresse	för	bostaden	

Det	är	viktigt	med	närhet	till	nöjesliv	

Jag	är	villig	att	göra	uppoffringar	för	att	bo	mer	centralt	

Jag	är	villig	att	ta	ekonomiska	risker
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Tack för din medverkan! 

  

Vänligen	kryssa	för	det	korrekta	alternativet:

Mot	bakgrund	av	din	kunskap	om	läget	på	bostadsmarknaden,	tror	du	på	lägre	priser
på	bostadsrätter	i	Stockholmsområdet	under	de	kommande	tre	åren	?
o Ja	 o Nej

Hur	gammal	är	du?
o 18	–	24	 o 25	–	34	 o 35	–	44	 o 45	–	54	 o 55	–	64	 o 65	–	74	 o 75	eller	äldre

Könstillhörighet
o Man	 o Kvinna	
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 C) Statistics on respondents 
 

Table 2. Areas included in the zones (Excel 2018). 

Zone 1 Zone 2 Zone 3 
Vasastan Solna Midsommarkransen 
Kungsholmen Gröndal Älvsjö 
Södermalm Telefonplan Farsta 
  Johanneshov Bagarmossen 
  Årsta Upplands Väsby 
  Stora Essingen Fruängen 
  Liljeholmen Sollentuna 
  Bromma   
  Hägersten   
  Alvik   
 
Table 3. Gender distribution among respondents (Excel 2018). 

  Male Female 
Respondents 21 60 

% 26% 74% 
 
Table 4. Responses by collection areas and method (Excel 2018). 

 
Table 5. Age distribution among respondents (Excel 2018). 

Age 18-24 25-34 35-44 45-54 55-64 65-74 75 and above 
Respondents 15 38 5 5 13 5 0 
 

 

 

 

  Zone 1 Zone 2 Zone 3 Total 
Responses from areas 26 36 19 81 
% 32% 44% 23% 100% 
Responses collected from viewings 14 18 9 41 
Responses collected via online-questionnaire 12 18 10 40 
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D) SPSS output, 10 pages 
 

 

Table 6. Descriptive Statistics (SPSS 2018). 

 
  

 

  

Descriptive Statistics 
 Mean Std. Deviation Analysis N 
A1 4,74 1,759 81 
A3 4,07 1,439 81 
A4 3,96 1,616 81 
A7 4,25 1,462 81 
B2 4,44 1,360 81 
B4 2,98 1,884 81 
B5 5,21 1,547 81 
B7 4,52 1,689 81 
C1 3,31 1,586 81 
C6 2,83 1,349 81 
C9 3,94 1,919 81 
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Table 7. Correlation Matrix (SPSS 2018).  
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Table 8. KMO and Bartlett’s Test (SPSS 2018). 

 
  

KMO and Bartlett's Test 
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. ,708 
Bartlett's Test of Sphericity Approx. Chi-Square 206,319 

df 55 
Sig. ,000 

 



 
 

 

44 

 

Table 9. Anti-image matrices (SPSS 2018).  
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Table 10. Communalities (SPSS 2018). 
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Table 11. Total Variance Explained (SPSS 2018).
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Table 12. Component Matrix (SPSS 2018). 

 

 
Component Matrixa 

 
Component 

1 2 3 
A1 ,771 ,332 ,114 
A3 ,570 ,483 -,152 
A4 ,630 ,216 -,055 
A7 ,786 ,350 ,163 
B2 ,364 -,482 ,108 
B4 ,489 -,514 ,328 
B5 ,327 -,525 ,300 
B7 ,640 -,190 ,286 
C1 -,383 ,287 ,660 
C6 -,234 ,482 ,484 
C9 -,403 ,000 ,522 
 
Extraction Method: Principal Component 
Analysis.a 
a. 3 components extracted. 
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Table 13 and 14. Reproduced Correlations (SPSS 2018). 
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Table 15. Rotated Component Matrix (SPSS 2018). 

  
 

 
Table 16. Component Transformation Matrix. Source: SPSS (2018) 
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Table 17, 18, and 19. Reliability Statistics for components Location, Size and Functionality 
(SPSS 2018). 

 

  

 

 

 
Table 20. Group statistics (SPSS 2018). 

 

 

 

  

   

 

 
Table 21. Independent Samples T-test using descriptive variable on market outlook (SPSS 
2018). 
  

Group Statistics 
 Market 

outlook N Mean Std. Deviation Std. Error Mean 
LOC. Negative 33 4,3182 1,20590 ,20992 

Positive 48 4,2135 1,25688 ,18142 
SIZE Negative 33 4,1061 1,17265 ,20413 

Positive 48 4,4115 1,07373 ,15498 
FUNC.  Negative 33 3,3838 1,29401 ,22526 

Positive 48 3,3403 1,05295 ,15198 
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