IEDA Journal of Iranian Economic Development Analyses "*

/ Alzahra University \
MeEmo Vol. 9, No. 23, Spring & Summer 2023 ?
Ep-] me!| :

Y T pp. 247-268 N

University

Research Paper

The Effects of Real Exchange Rate on Housing Prices in Iran: A
Spatial Analysis Approach®

Maryamalsadat Mirhadi?, Mahmod Mahmodzade?, Salleh Ghavidel?,
Mehdi Fathabadi®

Received: 2023/03/01 Accepted: 2023/08/16

Abstract

This article assesses the effects of the real exchange rate on housing prices in 31
provinces of Iran by using the static and dynamic spatial panel model framework. This is over
the period 2011 to 2020. The findings indicate a positive effect of the real exchange rate on
housing prices in Iran provinces, which is consistent with research conducted in this area. In
addition, per capita income negatively affects housing prices. This indicates the non-
substitutability of food and non-food expenses in the household expenditure basket and the
need for significant liquidity to afford housing. This finding is in line with other studies.
Evaluating the spillover effects of housing prices in Iran provinces using static and dynamic
spatial panel models demonstrates that a change in housing prices in one province affects
housing prices in neighboring provinces. This result confirms housing shocks' ability to spread
at the national level. Furthermore, evidence shows that the long-term spillover effect of the
real exchange rate on housing prices is unstable, while in the short term, this effect is positive
Therefore, the overall effect of the real exchange rate on housing prices is positive in both the
short and long term, and stability in the foreign exchange market will contribute to improving
housing market conditions.
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