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Abstract: Although hedonic price model is extensively used in real estate prices and the value assessment of
non-market product, duplicate information along with numerous indexes which it concerned with not only
makes its fitting accuracy declined but also prevents people giving a further interpretation to the influencing
factors of the object’s value. This paper makes factor analysis applied to Hedonic Price Model, replaces re-
peating index variable by irrelevant potential factors and explains the practical significance of potential fac-
tors by factor rotation so that the features of full information and simple variable are ensured. Hedonic price
model can be improved with factor score applied to multiple regression model, which contributes to a higher
prediction accuracy and a better intepretation of the influencing factors of value.
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Figure 1. A price curve of a feature attribute
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Figure 2. The process of the improved model
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