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Abstract

D NC Sl E YIS

The purpose of this paper is to empirically examine changes in effects of lease-contract risks in

condominium auctions brought about by voluntary sales before mortgages become bad debts.

We employed

the common value auction model and investigated first-price sealed bid data in the Tokyo district court. We

found a gradual increase in the share of high-risk small-sized condominiums. Hedonic estimation of auction

prices using the common value in the general market suggests that risk valuations remained unchanged, but

bidders and prices were more responsive to lease-contract risks. Contracts mitigating leasing risks such as

sublease and high rent were highly evaluated by bidders.
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