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Abstract

Reliable short‐ to medium‐term prediction of the tender price index (TPI) is crucial to

construction stakeholders, and this has stimulated the interest of the research

community to seek a more analytical method for TPI forecast. The purpose of this study

is to establish an econometric model for accurately predicting the tender price

movements based on a group of associated financial and macroeconomic variables.

Applying Johansen’s method for multivariate cointegration analysis, the tender price

was found to be cointegrated with the gross domestic product, construction output and

building cost. A vector error correction (VEC) model imposing the cointegration

restriction was then developed for the purpose of forecasting. The model was verified

against various diagnostic statistical criteria and compared with the Box‐Jenkins and

regression models. With a mean absolute percentage error for a three‐year ahead

forecast at 2.9% level, the developed VEC model outperforms the Box‐Jenkins and

regression models, and is proven to be efficient and reliable in forecasting the short‐ to

medium‐term tender price movements. The model can assist estimators to predict the



 

We Care About Your Privacy

We and our 876 partners store and access personal data,

like browsing data or unique identifiers, on your device.

Selecting I Accept enables tracking technologies to support

the purposes shown under we and our partners process data

to provide. Selecting Reject All or withdrawing your consent

will disable them. If trackers are disabled, some content and

ads you see may not be as relevant to you. You can

resurface this menu to change your choices or withdraw

consent at any time by clicking the Show Purposes link on

the bottom of the webpage .Your choices will have effect

within our Website. For more details, refer to our Privacy

Policy. Here

We and our partners process data to provide:

Use precise geolocation data. Actively scan device

h t i ti f id tifi ti St d/

I Accept

Reject All

Show Purpose

https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/rcme20
https://www.tandfonline.com/loi/rcme20
https://www.tandfonline.com/toc/rcme20/28/12
https://www.tandfonline.com/toc/rcme20/28/12
https://www.tandfonline.com/journals/rcme20
https://www.tandfonline.com/author/Wong%2C+James+M+W
https://www.tandfonline.com/author/Ng%2C+S+Thomas
https://doi.org/10.1080/01446193.2010.487536
https://www.tandfonline.com/action/clickThrough?id=5931&url=%2Fr%2Fsubjectsample-efbi&loc=%2Fdoi%2Fabs%2F10.1080%2F01446193.2010.487536&pubId=44161386&placeholderId=1074&productId=3092
https://www.tandfonline.com/doi/full/10.1080/01446193.2010.487536?scroll=top&needAccess=true
https://www.tandfonline.com/doi/figure/10.1080/01446193.2010.487536?scroll=top&needAccess=true
https://www.tandfonline.com/doi/ref/10.1080/01446193.2010.487536?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/01446193.2010.487536?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/01446193.2010.487536?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/01446193.2010.487536?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/01446193.2010.487536
https://www.addtoany.com/share#url=https%3A%2F%2Fwww.tandfonline.com%2Fdoi%2Fabs%2F10.1080%2F01446193.2010.487536&title=Forecasting%20construction%20tender%20price%20index%20in%20Hong%20Kong%20using%20vector%20error%20correction%20model%3A%20Construction%20Management%20and%20Economics%3A%20Vol%2028%2C%20No%2012
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1
https://www.informa.com/privacy-policy/


Related Research Data

Identifying key economic indicators influencing tender price index prediction in the

building industry: a case study of Ghana

Source: Informa UK Limited

Modelling Residential Building Costs in New Zealand: A Time-Series Transfer Function

Approach

Source: Hindawi Limited

Time-frequency domain causality of prime building cost and macroeconomic indicators

in Ghana: implications for project selection

Source: Informa UK Limited

Transfer Function Analysis: Modelling Residential Building Costs in New Zealand by

Including the Influences of House Price and Work Volume

Source: Multidisciplinary Digital Publishing Institute

 

Linking provided by  

TPI pattern in advance, and it can also help the public sector in planning for the

construction workload to improve the stability of the construction market. Although the

VEC model developed focuses on the Hong Kong construction market, the econometric

technique can be applied to modelling other economic variables.
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