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The Role of Housing Mar ket in the Monetary
Transmission Mechanism: An SVAR Approach

Abstract : This paper proposed aframework of housng market in the monetary
transmission mechanism (M TM) and based on an SYAR model , empirically tested
the role of housng market. The results show that, with one standard deviation
structural shock from the mortgage rate (0. 25 %) , private consumption decreases
by 1. 09 % Total output and price level are lowered Housng Pricefalls by Q. 47 %
Meanwhile, with one standard deviation structural shock from the housng price
(1 17 %) , private consumptionincrease by 1 24 % and total output as well asprice
level enjoy increments Combining above results, it suggests that housng price can
explain about 45 % of the fall in consumption following a mortgage interest rate
shock. A smulation comes to a amilar figure of 54 %, which further prove the im-
portance of housng market in the M TM.

Key words: Monetary Transmisson Mechanism (M TM) ; Housing market ;
Structural Vector Auto-Regressve (SVAR) ; Impulse response function
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