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Analyzing of business cycle of private resi-
dential investment (Markov-switching vec-
tor auto regression model)

Business cycles are the characteristics of
the real estate market that get less attention in
economics literature. Real estate market on
the one hand is relatively high affected by eco-
nomic business cycle and on the other hand sig-
nificantly can affect economic as it can cause
big financial crisis. Such importance of house
market makes analyzing of real estate market
Inevitable. In this paper close attention is paid
to business cycle in real estate market in Iran
and private residential investment behavior us-
ing Markov-switching VAR model is analyzed.
Results achieved from Iran economy shows
probability of staying in boom period is more
than transition from it (95% vs. 5%) and prob-
ability of transition of stagnation period is more
than staying in that (73% vs. 27%). According
to these results expected duration of boom pe-
riod is five time longer than expected duration
of stagnation period.

Keyword: real estate business cycle¢ private
residential investment« Markov switching vec-
tor auto regression model
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ing approuach¢ IMF working paper:
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263-281.
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Cycle.”International Economic Reviews«
Vol. 46¢ No. 3

* De leeuw¢ frank¢< and Edward M. Gram-
lich¢( 1968)¢ “the channels/of monetary
policy: A further report on federal re-
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* Del Negro« M. & C. Otrok. (2007).
Monetary Policy and the House Price-
Boom across US States. Journal of Mon-
etary Economics¢ 54: 1962-1985.

* EARLEY« F. (1996)¢« “Leap-frogging
in the UK Housing Market”« Housing Fi-
nance¢ 32¢ 7-15.

* Evans¢ martin d¢ and Karen k. lewis
(1995) “do expected shifts in inflation af-
fect estimates of the long run discher re-

lation?. Journal of finance¢ vol. 1¢ no. 1¢
pp. 225-253

* Fair< Ray C. ¢« (1972)«“Disequilibrium
in Housing Models¢” The Journal of Fi-
nance¢ Vol. 27¢ No.2¢ Papers and Pro-
ceedings of the Thirtieth Annual Meet-
ing of the AmericanFinance Associations
New Orleans¢ Louisiana¢ December 27-
29¢1971. « pp. 207-221.

* FoldvaryE. Fred¢ (1991)«‘Real Estate
and Business Cycles: Henry George»>s
Theory of the Trade Cyele”« Latvia Uni-
versity of AgriculturePresented at the
Lafayette College Henry George Confer-
ence¢ June 13¢.1991

* Hamilton. (1988)¢ «Rational Expecta-
tions Econometrics Analysis of Changes
in Regime: an Investigation of the Term
Structure of Interest Rates».< Journal of
Economic Dynamics and Control¢ Vol.
12¢: 385-423.

* Hamilton. (1989)¢ «A New Approach
to the Economic Analysis of Nonsta-
tionary Time Series and the Business
Cycle».<Econometrica¢ Vol. 57¢: 357-84.
* Hamilton¢ (1990)¢ «Analysis of Time
Series Subject to Changes in Regimey.«
Journal of Econometrics¢ Vol. 45¢ :39-
70.

* Hamilton¢ james¢ (1994) «A time series
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sity press

* Hamilton¢ (1996)¢« «Specification Test-
ing in Markov-Switching Time Series
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70¢ :127-57.
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(2010)« Efficient estimation of Markovre-

gime-switching models: An application
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MPRA Paper No. 26628

» Jinc Yi and ZhixiongZeng¢ (2004 )¢
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in a multi-sector monetary business cycle
model”¢ Journal of Housing Economics
13 (2004) 268-286
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my 87 (5)« 1115-1138.

* Kydland¢ Finn E.; Prescott: Edward
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gate Fluctuations». Econemetrica50 (6):
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* Krolzige H.-M.(1997). Markov Switch-
ing Vector Autoregressions: Modelling¢
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tems¢ 454. Springer-Verlag« Berlin.
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* Krolzig¢« H.-M.<« and Sensier< M. (2000).
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460.

* Tacoviello« Matteo« ( 2005)¢ “House
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American Economic Review¢ Vol. 95¢
No. 3¢« pp. 739-764

* LAMONT: O. and STEIN¢J. C. (1999)«
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ics¢ 30« 498-514.

* Leamer E. Edward¢ (2007)<“HOUS-
ING IS THE BUSINESS CYCLE s NA-
TIONAL BUREAU OF ECONOMIC
RESEARCH”« Working Paper 13428.
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237-264.
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Constraints¢ CEPR Working Paper 3015.
« ORTALO-MAGNE: F. and RADY« S.
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roeconomic Fluctuations: A Case Study
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ing Economics¢ 13« 288-304.
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(2006)¢« Housing Market Dynamics: On
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* Platania¢ J.¢ Schlagenhauf¢ D.¢ (2000).
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General Equilibrium Model« working pa-
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