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Abstract
In this paper, I estimate the changes in households' housing preferences caused by Covid-19

in Sweden. Sweden is an example of a country that chose not to have as drastic restrictions on

Covid-19. To study this, I develop a fixed-effect model with a hedonic price model for the

housing market and exploit the different infection rates across municipalities. The main

results indicate that an increase in the median Covid-19 rate of infection for a municipality

leads to a 6.59 % decrease in housing prices and a 1.93% decrease in sales. Results indicate

that a higher Covid-19 rate of infection leads to households being less willing to pay for a

house in urban areas and apartments and more willing to pay for vacation homes. This study

is important because of how the housing market and household preferences are affected. In

most cases, buying a property is a long-term commitment, so even if the shock is temporary,

its effects are likely to be more permanent in the housing market.
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1 Introduction

2020 was the year that turned everything upside down when we faced a pandemic that would

affect the world's society and economy. On March 11, 2020, the World Health Organization

classified the spread of Covid-19 infection as a pandemic (World Health Organization, 2021).

Covid-19 is a virus discovered in China that causes respiratory symptoms such as coughing

and difficulty breathing, causing over 6,300,000 deaths worldwide (Worldometer, 2022). .

The Covid-19 pandemic, like other crises, has had a significant impact on the world's

economy, with a rapid decline in production and employment. The authorities'

recommendations and restrictions have resulted in changes in the Swedish economy, with

declining domestic demand and falling exports (Ekonomifakta, 2020). After the outbreak of

Covid-19, many offices allowed employees to work from their homes (Bartik et al., 2020;

Bick et al., 2020). Consumption amenities such as restaurants were forced to have a limited

number of visitors to reduce the spread of the virus (Folkhälsomyndigheten, 2020). As a

result, the attractiveness of urban areas and large cities, where jobs and consumption

amenities spatially concentrate, may have declined.

The development of a country's economy is strongly linked to the evolution of the housing

market. A slowdown in the economy regarding unemployment and wage development will

usually dampen the housing market (Regeringen, 2015). According to Boupplysningen

(2021), a Swedish housing market agent, during the recession that Sweden faced during

Covid-19, the housing market should have fallen by 10%. However, despite predictions, the

housing prices reached record levels at the end of 2020, and looking at different types of

dwellings, villas were more expensive than ever. The price development on an annual basis

was 7% higher for apartments and 13% higher for villas (Svensk mäklarstatistik, 2021). Since

all indicated that housing prices according to the economic aspect would go in the other

direction, it is particularly interesting to investigate whether this change has to do with

households’ changes in housing preference caused by Covid-19.

Because of the insecurity about the changes due to Covid-19 and the fact that teleworking has

no end date, people’s housing preferences seem to have changed (Söderberg & Partners,

2020). Expectations that households will be able to work from home to a greater extent seem

to increase the demand for homes out from urban areas where the spread of Covid-19 was

higher. Restrictions and difficulties in going abroad could also increase the demand for
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vacation homes in the same country (Riksbanken, 2021). With this, the housing market is

likely to undergo a  potential change in people’s housing preferences.

This paper aims to investigate how people's housing preferences in Sweden have been

affected by the pandemic Covid-19. To achieve this, I implement several econometric

approaches, exploiting the intensity of Covid-19 infection across Sweden while controlling

for the potential effects arising from the economic impact of the pandemic. Additionally, I

study the differential effect of the pandemic across housing unit types and how the changes

differ in urban areas compared with non-urban areas.

2 Literature review

The housing market is historically affected by factors such as income, inflation, and how

interest rates move (Clapp and Giacootto,1993).   When these factors change due to

macroeconomic events in the world, studies have shown that the housing market is affected

to a lesser extent by this than what is expected (Adam. F, 2010). This could be because

investing in a property is a long-term commitment that hopefully will provide a higher return

on sales in the long run which makes people think about the investment through

(Ekonomifokus, 2019). It is not only demand and supply that control the price in the housing

market; it also depends on how the socio-economic aspects of a country are and develops

during the life cycle (Harris, J.C 1989). Low financing costs and forced savings often lead to

increased demand, which contributes to the rising price level of housing (Dahl and

Góralczyk, 2017). The above factors are the ones that often are studied to examine the impact

of housing prices. Increased disposable income or forced savings also means that people are

willing to spend more on a home as they can take out higher loans (Nan Geng, 2018).

Housing market participants have stated that it is more likely that behaviors adopted during

the pandemic and behavior changes can impact the economy in the long term

(Handelsbanken, 2021). The economic consequences of a crisis such as Covid-19 go far

beyond its immediate effect. The entire economy is experiencing reduced demand due to

society being hit by higher unemployment and reduced wages (Li, 2020). The increased

economic uncertainty is postponing household and corporate investment. These effects
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become more pronounced over time and are affected by restrictions imposed by the country

(Copenhagen Economics, 2020). Due to the restrictions imposed by the pandemic and the

economic uncertainty, it would be assumed that the aftermath of a country's restrictions as a

result of Covid-19 would harm the housing market and change the preferences (D’Lima,

2021). In the paper by D´Lima (2021), the author finds that Covid-19 restrictions led to a

change in household preferences in the US. The author finds that people valued less living

close to the office when Covid-19 came with several restrictions and lockdowns. His study

also suggested that the willingness to pay for more retired space has increased after the

outbreak.

Although Sweden and the global economy is in the face of Covid-19 in one of the deepest

recessions seen in decades (Bell, 2020), it turns out that investors' attention is attracted and

changes in the preferences have been noticed in different ways. Liu and Su (2021) study how

preferences changed by the impact of Covid-19. They point that Covid-19 impacts the

location demand for housing and that people’s preferences have changed due to Covid-19 in

the US. They unpack the driving forces behind these results at the neighborhood level. They

also find a significant shift in housing demand away from urban areas, towards areas where

the population density is lower. In Gupta et al. (2021), the authors looked at how the city

centers' housing prices evolved in the US. They found declining housing prices due to a

lower willingness to pay in urban areas and an increasing willingness to pay in non-urban

areas. These papers point to a Covid-19 shift in location preferences from urban to non-urban

areas, where the population density is lower, and the willingness to live near city life has

decreased. These studies find the same results and conclude that many people no longer have

to commute due to teleworking and restrictions. So, literature for the US suggests that

working from home can permanently change employment preferences for housing as

commuting behavior could change in the long term. However, These results can differ

according to a county's strategy to fight Covid-19.

  The research's contribution to literature is twofold. First, I provide evidence of how housing

preferences changed during Covid-19 in Sweden. This is important because the Swedish

government is an example of a country that chose not to have as drastic restrictions and

attitudes toward Covid-19 for society and its citizens as other countries that affected people's

daily lifestyles. Second, I analyze how housing preferences were affected by Covid-19 in

urban areas and across different dwelling types. A slowdown in urbanization trends could
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significantly impact the economy, political and socialogical sphere. Moreover, buying a

property is a long-term commitment in most cases, so even if the shock is temporary, its

effects are likely to be more permanent in the Swedish housing market. This is important

because demographic changes have an important role in housing construction and relative

housing prices in a society, which is accompanied by difficulties in how social structures

should adjusts caused by changes in the housing market.

3 Covid in Sweden

In March 2020, the Swedish Ministry of Finance presented a forecast for the effects of the

Covid-19 virus on the Swedish economy as the spread increased. While the forecast was

uncertain, it was emphasized that Sweden had strong public finances and good opportunities

to take the necessary measures to achieve a balanced economy (MBS, 2021). Unlike most

other countries that have chosen more drastic measures to stop the spread of Covid-19,

Sweden has chosen a noticeably different strategy. Instead of implementing lockdowns and

stict restrictions, the Swedish government has advised its citizens to apply commin sense and

follow the Swedish Public Health Agency’s recommendations and guidelines. Those are

largely based on limiting the spread of the infection, ensuring that health and medical care

resources are available, and a significant focus on implementing the right guidelines at the

right time (Government Offices of Sweden, 2020). Instead of acting immediately like

Norway with strict restrictions and lockdowns (Regjeringen, 2021), the Swedish government

was more cautious to make universal decisions. While Sweden had open schools, restaurants,

and gyms and had restrictions on not being a crowd of more than 500 people, Norway had

closed its borders and banned crowds larger than 10 people (MBS, 2020).

By looking at Figure 1, the green line represents how the spread moved in Sweden during the

period March 2020 to December 2020. When the confirmed Covid-19 cases increased in

Sweden, the government acted with restrictions and recommendations to stop the spread,

which can be seen in the volatility of the green line. Where there was a high spread of

Covid-19, the implementation of guidelines was stricter (Folkhälsomyndigheterna, 2020).
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Figure 1. Confirmed Covid-19 cases

Note: Daily new confirmed Covid-19 cases per million people. Dark red line for the US, green line for Sweden,

red line for Denmark, orange line for Norway and blue line for Finland.

Figure 1 includes the evaluation of the spread for the USA and the other Nordic countries to

get a brief overview of how the spread of Covid-19 differed between these countries. Sweden

has, on average, a higher daily number of confirmed covid-19 cases compared with the other

Nordic countries (SSE, 2020). Norway, which has stricter restrictions, does not have as high

levels of confirmed Covid-19 cases as Sweden. Sweden has generally suffered worse health

consequences related to Covid-19 than the other Nordic countries both in terms of the number

of cases and deaths. By the end of 2020 the total number of death casued by Covid-19 was

apporoximatly 10,000 in Sweden, and at the same time Norway had approximatly 1,000

death (WHO, 2022). The evolution for the US is notable, where the daily new confirmed

Covid-19 cases per million people turn out to be larger, even if the restrictions were stricter.

In Sweden, recommendations were placed so that society could maintain to reduce the spread

of infection but be able to maintain the economy (Regeringen, 2020). Due to this, the

economy as a whole during the pandemic has contributed to more unemployed and

redundancies (Regeringen, 2020). According to SCB (2022), Sweden’s highest
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unemployment rate in 2020 was recorded at 9.2%, compared with the finacal crises in 2008

when the peak reached 8.9%.

4 Data

To estimate changes in housing values and volumes, this study uses a rich micro-level

housing market database. This database contains approximately 700.000 geolocalized

individual-level observations on housing transactions for the whole of Sweden for the period

2017 to 2020. The data provided by Valuegaurd has information on the transaction price and

the exact date of the sale. Additionally, it contains detailed information on individual

characteristics of the housing unit1. Figure 2 maps the housing market data.

Figure 2: Housing market data

Note: This map shows approximately 700.000 sales observations from January 2017 until December 2020.

I complement this data by using yearly socioeconomic characteristics at the DeSo level

provided by the SCB. The DeSo area is a fine-grained nationwide classification that does not
1 These characteristics are type of housing, the floor on which the unit is located, the number of floors that the
building in which the unit is located has, the square meters of livable space, the square meters of the plot land,
the number of rooms in the house, whether the unit has an elevator, whether it has a balcony, whether it is a new
production unit, the level of energy certification, the year of construction, the amount of the monthly fee,
whether the heating is included or not, and the share that housing cooperative owns.
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cut across municipal boundaries. Its size varies from about 660 to almost 5,300 inhabitants,

and there are almost 6,000 demographic statistical areas. For each DeSo area, I have

information on the share of the foreign population, the average household net income, and the

population registered living in the area.

Additionally, SCB provides a monthly and the cumulative number of confirmed Covid-19

cases in each municipality in Sweden per 1,000.000 inhabitants. The cumulative number of

confimed cases by December 2020 will be the primary measure of the impact of Covid-19 in

a municipality.

Figure 3 shows the average square meter price evolution during our sample period. As it is

possible to see, housing prices increased during the years previous to the pandemic. However,

during the first months of the pandemic, housing prices decreased, breaking with a trend

coming from late 2018. Still, after this initial shock, housing prices reached their highest

point since 2017 in the last quarter of 2020.

Figure 3: Evolution of the housing market.

Note: Blue continuous line represents the price per square meter at a given month. The Red dashed line is a

6-month moving average price per square meter
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5 Methodology and empirical strategy

This essay aims to determine how people's housing preferences have been affected by

Covid-19. To achieve this, I implement several econometric approaches, exploiting the

intensity of Covid-19 infection across Sweden, as well as controlling for the potential effects

arising from the economic impact of the pandemic.

5.1 Fixed effect model
To determine the impact of Covid-19 on the Swedish housing market, I implement a

fixed-effect specification, in which I create a panel of DeSo areas. My main specification is

as follows:

(1)𝑃𝑟𝑖𝑐𝑒
𝑑𝑘𝑚𝑦

= β 𝑃𝑜𝑠𝑡
𝑚𝑦

 𝑥  𝐶𝑜𝑣𝑖𝑑
𝑘2020

+   𝑋
𝑑𝑘𝑦 

 + π
𝑑𝑘

 + λ
𝑚𝑦

 + ε
𝑑𝑘𝑚𝑦

Where refers to the log of the square meter price of the DeSo area d of𝑃𝑟𝑖𝑐𝑒
𝑑𝑘𝑚𝑦

municipality (namely, kommun) k at month m of year y. , is the average of the𝑃𝑟𝑖𝑐𝑒
𝑑𝑘𝑚𝑦

residual at the DeSo-month level of a micro-level regression in which the log of square meter

prices are regressed on time dummies and unit characteristics2. This should account for

potential changes across DeSo areas explained by compositional changes in the units sold in

the DeSo areas over time. indicates the cumulative Covid-19 rate per 1,000,000𝐶𝑜𝑣𝑖𝑑
𝑘

inhabitants by December 2020 in municipality k. The dummy takes value one on the𝑃𝑜𝑠𝑡
𝑚𝑦

months following March 2020, so the coefficient of interest captures the effect of Covid-19β

rate infection on housing preferences. indicates a series of socio-economic𝑋
𝑑𝑦 

characteristics of DeSo area d at year y. In particular, I control for the share of the foreign

population, the average household net income, and the population registered to live in the

area.

2 These characteristics are: type of housing, the floor on which the unit is located, the number of floors that the
building in which the unit is located has, the square meters of livable space, the square meters of the plot land,
the number of rooms in the house, whether the unit has an elevator, whether it has a balcony, whether it is a new
production unit, the level of energy certification, the year of construction, the monthly fee, whether the heating
is included or not, and the share that housing cooperative owns.
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Additionally, denotes DeSo area fixed-effects to account for time-invariant DeSoπ
𝑑𝑘

 

characteristics. are monthly-year fixed effects, that control for factors that change inλ
𝑚𝑦

time but do not change differently in terms of geographic level. Standard errors are clustered

at the DeSo level to account for potential correlation within panel units (Bertrand et al.,

2004). Across the analysis, I weight the cells by the number of sales in each month and DeSo

area. In addition to this, I include robust standard errors for all regressions to capture

problems with heteroskedasticity (Gujarati & Porter, 2009).

Unlike a traditional difference-in-differnce in method that compares treated and untreated

units, I use the value of the cumulative Covid-19 rate, making it a continuous

difference-in-difference regression. A continuous difference-in-difference strategy fits this

research because there were no purely untreated groups during the pandemic. Every

municipality was affected by the infection. The variation in affected intensity makes it

possible to evaluate treatments that lack untreated comparison units because all units are

treated to some extent (Callaway and Huhang, 2020).

I use the cumulative Covid-19 rate of infection to measure the impact of Covid-19 in an area

for several reasons. First, the Covid-19 rate of infection was the measure communicated

periodically by the health authority to the public. Second, it is the only data publicly available

at the municipality level, as data regarding deaths and ICU patients are only available at the

regional level. Third, other measures, such as ICU patients, have measurement problems

because patients in hospitals with too much pressure were derived from neighboring hospitals

with idle capacity. This could lead to overestimating the impact of Covid-19 in municipalities

with large hospitals while underestimating Covid-19 impact on smaller municipalities.

In order to correctly capture the effects of Covid-19 rates on housing preferences, we account

for several potential confounding factors. First, it is possible that due to restrictions,

households were forced to save some of their income. This could potentially affect their

housing preferences. We account for this forced savings by controlling for the income level at

the neighborhood level. Second, by having a set of demographic controls at the neighborhood

level, we account for other potential ways Covid-19 affected housing preferences, such as

compositional population changes. Third, by using a detailed database on housing sales, we
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can account for potential changes in housing characteristics due to Covid-19 rates in a

municipality. This should minimize the risk of omitted variables.

A potential mechanism behind changes in housing prices due to Covid-19 can be a change in

supply. If households want to leave areas with high Covid-19, we should expect an increase

in sales. To study this potential mechanism, I use the same regression to analyze the number

of sales.

5.2 Type of dwelling
Studies from Riksbanken (2021) have shown that housing prices for villas and apartments

have increased, suggesting that people want to move to relatively larger homes with more

space. The article also describes that the historical trend in housing prices did not follow the

trend that was expected from the economic shock. This makes it interesting to investigate

how the preferences for different types of dwellings change during Covid-19 by measuring

people's preferences across different housing types and how it changes with the spread of the

Covid-19 infection in Sweden. I re-do the hedonic regression for each type of dwelling and

use these new residuals in the regression to analyze the impact on the housing preferences in

each type of dwelling.

5.3 Urban areas
It is relevant to to study how people’s preferences change between living in urban and

non-urban areas where the spread of Covid-19 was high. This is interesting to investigate

because Liu and Su (2021) found that Covid-19 led to a strong shift in housing demand away

from urban areas in the US. It is important to investigate the effect of urban areas on Sweden

because historically, people wanted to live near amenities and city life. However, in the hands

of Covid-19, a city lifestyle was now limited and needed to change by restrictions. The

empirical specification takes the following form:

(2)

 𝑃𝑟𝑖𝑐𝑒
𝑑𝑘𝑚𝑦

= β
1
𝑃𝑜𝑠𝑡

𝑚𝑦
 𝑥 𝐶𝑜𝑣𝑖𝑑

𝑘2020
+ β

2
𝑃𝑜𝑠𝑡

𝑚𝑦
 𝑥 𝐶𝑜𝑣𝑖𝑑

𝑘2020
𝑥 𝑈𝑟𝑏𝑎𝑛

𝑑
 + 𝑋

𝑑𝑘𝑦 
+ π

𝑑𝑘
+ ε

𝑑𝑘𝑚𝑦
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Where is the same as Equation 1, but are now depending on both the spread of𝑃𝑟𝑖𝑐𝑒
𝑑𝑘𝑚𝑦

Covid-19 and the urban area. measures the effect of Covid-19 rate infection on housingβ
1

preferences, capture the effect of a change in Covid-19 rate infection in urban areas onβ
2

housing preferences. is a dummy variable that takes value 1 if the DeSo area is𝑈𝑟𝑏𝑎𝑛
𝑑
 

considered as urban, and zero otherwise. To determine if a DeSo area is classified as an urban

area or not I follow the criteria made by SCB, which establishes which DeSo areas are urban

or not3.

5.4 Event study
This empirical strategy considers changes in preferences before and after the month in which

Covid-19 was classified as a pandemic. This method will follow in line with Blind and

Dahlberg (2020) and control for differences between DeSo areas that are constant over time

to distinguish the effect from the outbreak. I use a continuous difference in difference

method, in which the treatment variable is not binary but rather indicates the intensity of

treatment. This strategy has been used by, for example, Callaway and Huhang (2020), and

Miller, Johnson, and Wherry (2021). More formally, I fit the following model:

(3)𝑃𝑟𝑖𝑐𝑒
𝑑𝑘𝑚𝑦

=
𝑖=1/2017, ≠2/2020

12/2020

∑  β
𝑖
 𝐶𝑜𝑣𝑖𝑑

𝑘2020
 +  𝑋

𝑑𝑘𝑦 
 + π

𝑑𝑘
 + ε

𝑑𝑘𝑚𝑦

In the first stage analyze, measures for potential changes in price across DeSo𝑃𝑟𝑖𝑐𝑒
𝑑𝑘𝑚𝑦

areas explained by compositional changes in the units sold in the DeSo areas each year.

Where the cumulative Covid-19 rate of infection in December 2020 is taken into account

both before Covid-19 was classified as a pandemic and after. Where February 2020 leaves

out as the base year. Therefore, each estimate captures the effect of Covid-19 rate infection

compared to the month previous to the outbreak. It is necessary to notice that, by using this

method the coefficient before the outbreak is expected to be close to zero. Second, the

3 See appendix for SCBs criteria for urban areas
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estimate summarizes effects across all changes that occur in relation to the outbreak. If isβ

significant and differs from zero, housing preferences are affected by the Covid-19 rate.

6 Results

The results are presented in this section, and in the first table the effects of Covid-19 across

DeSo areas are estimated, which is the main result, first in terms of prices, and second in

terms of the number of sales. Later, I present the estimation from the type of dwelling, and

the result if there is a change according to urban areas or not, and finally, the event study.

6.1 Main results
The main results are the estimates from Equation 1 where the causal effect of the spread of

Covid-19 infection on the housing prices represent. For the interpretation, I have calculated

the change in relation to the mean value of the Covid-19 rate, which has a value of 4.02 cases

per million inhabitants.

The results in Table 1 suggest that Covid-19 rates lead to a decrease in housing prices. In

particular, with an increase of 4.02 cases per 1,000,000 inhabitants, the median Covid-19 rate

of infection for a municipality is associated with an approximately 6.59% decrease in housing

prices. These results include controlling for the socioeconomic characteristic, average

household net income, and the population registered living in the area, which captures the

effect on housing preferences.
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Table 1. Effects of Covid-19 across DeSo areas:

Note: The sample includes all DeSo areas from January 2017 until December 2020. Observations are weighted by the
number of sales in each DeSo area. Significance is indicated by * p<0.1, ** p<0.05, *** p<0.01. Standard errors in

parenthesis are clustered at the DeSo level.

Looking at the results from the number of sales, the coefficient is significant and tells us that

in municipalities with an average increase in the Covid-19 cases per 1,000,000 inhabitants,

the number of sales is decreasing by approximately 1.93%. Together with the decrease in

housing prices, this indicates that people are less willing to move to municipalities with

higher Covid-19 rates.

6.2 Type of dwelling results
The same hedonic model is used to estimate the results for the type of dwellings, but for

different residuals for these different types. So, there are some interesting results when

breaking down the impact of housing prices on the type of housing. First, the estimate for

vacation homes is statistically significant. It suggests that an average increase in Covid-19

rate infection in a municipality leads to a 4.42% increase in prices for vacation homes. This

can be due to people being able to work remotely and then choosing more retired spaces like

vacation homes. In particular, apartments appear to be driving the overall results. Results for

apartments suggest that higher Covid-19 rates lead to a decrease in prices by approximately

6.0%.
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Table 2. Effects of Covid-19 across DeSo areas:

Note: The sample includes all DeSo areas from January 2017 until December 2020. Observations are weighted by the
number of sales in each DeSo area. Significance is indicated by * p<0.1, ** p<0.05, *** p<0.01. Standard errors, in

parenthesis, are clustered at the DeSo level.

Further analyzing the results, an increase in the Covid-19 rate leads to an increase in the

number of sales of apartments. This increase in sales of apartments points to people wanting

to leave this type of dwelling during the pandemic. And people that moved to those areas had

a lower willingness to pay for apartments due to the decrease in prices. For the case of villas

and vacation homes, high Covid-19 rates of infection seem not to have an impact on the

number of sales. This could imply that while people were more willing to pay for this type of

accommodation, this was not enough to expand the supply of these dwellings.

6.3 Urban areas results
How the changes in preferences differ in urban areas or non-urban areas is taken into account

for this study. Because previous literature from the US shows that people are leaving urban

areas in the favor of non-urban areas when looking into how the housing preferences have

changed during Covid-19 (Liu and Su, 2021). These findings make it interesting to see how

the impact looked before and after the outbreak.
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The results from Equation 2 suggest that the pandemic has led to a reduced willingness to pay

for housing in urban areas. An average increase in Covid-19 rates in urban areas will decrease

housing prices by 6.2%. Given that coefficients in Table 1 and Table 3 coincide, it appears

that urban areas are driving the effect on housing prices. The reduced willingness to pay for

urban areas could be driven partially by the diminished need for living close to amenities and

offices because working from home was now recommended and keeping social distance.

Analyzing the results on the number of sales suggests that sales went down in urban areas to

a greater extent than in non-urban areas. Sales in urban areas fall, following overall results.

Sales in non-urban areas seem to increase with higher Covid-19 rates, which can be

motivated by non-urban areas being less dense than urban areas, so people have the space and

distance from neighbors. Together with the effects on vacation homes, these results point to

people desiring to leave urban areas in favor of the countryside.

Table 3. Effects of Covid-19 across DeSo areas in relation to urban areas:

Note: The sample includes all DeSo areas from January 2017 until December 2020. Observations are weighted by the
number of sales in each DeSo area. Significance is indicated by * p<0.1, ** p<0.05, *** p<0.01. Standard errors in

parenthesis are clustered at the DeSo level.
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The magnitude of the effect is comparable with previous research is interesting to discuss

because these results are in line with those of Liu and Su (2021). They find that housing

preferences decreased in urban areas due to Covid-19 in the US, where the restrictions were

stricter and different from how the restrictions for people lived in Sweden. However, this

must be further supported by other research findings.

6.4 Event study results
In this subsection, I report the results of the event study regressions from Equation 3. The

results align with the previous section and point in the same direction. From Figure 4 the

plots are showing the interaction terms between the number of Covid-19 cases in 2020, where

the coefficient in February 2020 is normalized to zero and is the reference month.

Figure 4: Event-study graph for housing prices

Note: The outcome variable housing prices are expressed in logs and are following equation 3, in which I interact

year and month dummies leaving February 2020 as the base year.

The event study suggests that higher levels of Covid-19 lead to a decrease in housing prices.

However, looking at the results from this strategy, there appears to be some difference in

areas with high Covid-19 rates compared with low Covid-19 rates before and after the

outbreak. The interesting and notable difference is that the differences are larger after the

outbreak than before. This shows that there was already a decrease in housing prices in
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municipalities where the Covid-19 rate was high just before the outbreak, but the areas were

even behaving more differently after Covid-19.

7 Robustness
In this section, I perform a robustness check where I test a traditional difference in difference

approach with treated and untreated. For that, I consider treated as those neighborhoods with

high Covid-19 rates. These neighborhoods are in the top 90th percentile of the Covid-19 rate

of infection distribution. This approach makes it possible to see if the results are different

from the results from the continuous event study in the section above.

(4)𝑃𝑟𝑖𝑐𝑒
𝑑𝑘𝑚𝑦

= β 𝑃𝑜𝑠𝑡
𝑚𝑦

 𝑥  𝐻𝑖𝑔ℎ𝐶𝑜𝑣𝑖𝑑
𝑘2020

+   𝑋
𝑑𝑘𝑦 

 + π
𝑑𝑘

 + λ
𝑑𝑘

 + ε
𝑑𝑘𝑚𝑦

Equation 4 is specified as Equation 1 but is now concentrated on the group defined as treated.

The treated group is the municipalities with high Covid-19 rates. The definition of a high

Covid-19 rate is those municipalities where the spread is over the 90th percentile and below

is the untreated group in this strategy.
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Table 4. Effects of Covid-19 rate across DeSo areas between high and low Covid-19 rates:

Note: The sample includes all DeSo areas from January 2017 until December 2020. Observations are weighted by the

number of sales in each DeSo area. Significance is indicated by * p<0.1, ** p<0.05, *** p<0.01. Standard errors in

parenthesis are clustered at the DeSo level.

The results are in line with the results from the baseline specification and suggest that

housing prices are decreasing in areas with high levels of Covid-19. The results suggest that

high Covid-19 rates lead to a decrease in housing prices. In particular, with an increase of the

mean of the 90th percentile, 5.24 cases per 1,000,000 inhabitants, Covid-19 is associated with

an approximately 12.1% decrease in housing prices. The coefficient for the number of sales is

not statistically significant. The difference between the coefficients from the main results

could indicate that the relationship between the Covid-19 rate and housing prices is not

linear. The higher rate of Covid-19 implies more than proportional drops in housing prices.

8 Conclusion

This paper analyzes how an exogenous shock, an outbreak of the pandemic Covid-19, affects

households' housing preferences. A hedonic price model and fixed-effect model as a starting

point in combination with an event study in the form of difference-in-difference estimation is

used to estimate the changing impact that the pandemic brought. By doing so I capture the

effect of Covid-19 rates of infection in a municipality on households’ willingness to pay for
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housing and the number of sales. Furthermore, I investigated how housing preferences

differed according to different kind of dwellings, such as villas, vacation homes, and

apartments. The investigation continued by looking at how the housing prices moved in

relation to whether the municipality is an urban area or not and how prices moved with a

higher Covid-19 spread.

Regarding property prices, the results indicate that a higher Covid-19 rate of infection leads

to households being less willing to live in urban areas. The activity in the housing market in

urban areas has decreased even if the housing prices in these areas have fallen. The main

results indicate that an increase in the median Covid-19 rate of infection for a municipality is

associated with an approximately 6.59% decrease in housing prices. The fact that many

offices are placed in the cities could be a driving force for people actually to live in the city,

to be closer to work, and save time on commuting. Covid-19 seems to have changed the

motivation to live close to work and city life when the possibility to work from home came,

and the recommendations on facilities were limited. The results suggest that people wanted to

move away from cities with high Covid-19 cases toward non-urban areas.

By breaking down homes in the form of villas, vacation homes, and apartments, I find that

people were more willing to pat for vacations homes than before the Covid-19 outbreak. On

the other hand, apartments went in the other direction, where the results showed a higher

number of sales but to a lower price.

The driving force for the decrease in housing prices from the main results appears to be

apartments and urban areas. People after the outbreak were less willing to live and pay for

apartments in high-density areas. The results suggest that people want space and are more

willing to live in the countryside. The location for Swedish vacation homes is often in areas

with fewer neighbors and distance from other people.

These results align with previous US research (Liu and Su, 2021; Gupta et. al, 2021 and

D´Lima, 2021). The conclusions of this study seem to suggest that Covid-19 affects housing

preferences in the same direction, regardless of different health strategies.

For future research, it would be interesting to examine how Covid-19 affects households'

housing preferences in the long term and how the preferences moved with the different waves
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that came with Covid-19. As well as examining how housing preferences were affected by

the vaccination and the possibility to start travel when society went back to normal and

Covid-19 was no longer classified as a socially dangerous disease. Still today, many

workplaces have the opportunity to work remotely, and many people can choose for

themselves whether they want to sit in the office or at home. How this freedom affects the

preferences would also be interesting to research in the future.
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Appendix

Table 5.  Urban area or non-urban area

Freq Percent Cum

A

B

C

34,721

20,136

162,933

15.94

9.25

74.81

15.94

25.19

100.00

Note: Table from SCBs classification if the DeSo area is urban or not, where C is classified as an urban area, A and

B not urban areas .
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