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divergence.” Price acceleration exhibits resilience due to the dominance

Keywords: . of speculative demand (housing as a safe asset) over the initial
Econgmlc uncertainty, precautionary behavior of consumer buyers. In contrast, transaction
Housing prices, ~ acceleration experiences a pronounced boom-bust cycle: an initial
Housing transaction  gpecylative surge is quickly followed by a sharp decline caused by
volume, affordability crises and credit contraction, explaining the negligible
Iran. average effect.

Conclusion: This divergence suggests that in the Iranian economy,
housing prices have become decoupled from fundamental market factors,
necessitating dual-policy measures that aim to manage investment-driven
demand and support consumer-driven demand simultaneously.

Cite this article: Golpaygani, A. R., Haji, Gh. A., & Khorsand Zak, M. (2025). Impact of the economic uncertainty index
on the acceleration and changes in the number of housing transactions in Iran. Applied Theories of Economic, 12(4), 123-
148.

https://doi.org/10.22034/ec0j.2025.67346.3428

© The Author(s). Publisher: University of Tabriz
BY _NC DOI: 10.22034/ec0j.2025.67346.3428



mailto:Khorsand@aliqudarz.iau.ir
https://doi.org/10.22034/ecoj.2025.65926.3402
https://doi.org/10.22034/ecoj.2025.65926.3402
https://doi.org/10.22034/ecoj.2025.67346.3428
https://orcid.org/0009-0006-0970-3150
https://orcid.org/0000-0002-0329-9760
https://orcid.org/0000-0002-8803-017X

Impact of the Economic Uncertainty Index on the Acceleration of Housing Price Growth... 124

Introduction

Iran’s housing market, vital for economic growth and household welfare, struggles with chronic supply
shortages, high inflation (ranging from 31.2% to 41.2% between 2008 and 2023), declining purchasing
power, and sanctions that cause significant price and transaction volatility. This study examines two
indicators: the acceleration of housing price growth (changes in the rate of price increases) and changes
in transaction volume (variations in the rate of transactions). These indicators capture short-term market
dynamics, milestones, and speculative behaviors, offering a more nuanced perspective than static
measures. The research investigates the unpredictability of economic uncertainty arising from policy
shifts and financial volatility, which disrupts decision-making, reduces investment, and amplifies
business cycles. In Iran, currency fluctuations and unstable policies exacerbate uncertainty and impact
housing dynamics.

Foreign studies have primarily focused on the impact of uncertainty on the level and returns of housing
prices in developed economies (Dai & Sheng, 2021), with less attention paid to short-term transaction
volume dynamics. Conversely, domestic studies, while confirming the role of macroeconomic variables
and specific uncertainties (such as inflation or exchange rates) on housing prices (Asadpour, 2019;
Mashayekhi, Sarlak & Ghiashi, 2019), have primarily focused on long-term relationships and neglected
critical milestones and instantaneous volatilities, which are characteristic features of Iran’s housing
market.

The present study aims to fill these key gaps by introducing three major innovations. First, rather than
analyzing price growth, this study examines, for the first time, the “acceleration” of housing price growth
and the “acceleration” of changes in housing transaction volumes. This approach enables a more precise
identification of the speed of change, milestones, and the intensity of short-term booms and busts, which
are often overlooked in simple growth-based analyses. Second, unlike previous studies that addressed
specific aspects of uncertainty, this study comprehensively examines the impact of a local economic
uncertainty index for Iran, capturing the combined and simultaneous effects of multiple economic
shocks. Third, and most importantly, this study examines the divergent and asymmetric responses of the
two primary market dimensions—price and transaction volume.

Using a dual approach, the study employs a panel data model across 30 provinces (2008—2023) to assess
statistical relationships and a DSGE model to analyze behavioral mechanisms. It addresses: (1) how the
acceleration of price growth is shaped by uncertainty through precautionary and speculative demands,
and (2) how this affects transaction volume stability, explaining price—transaction divergence.

Methodology

This study uses a dual approach for robust analysis. An economic uncertainty index is constructed by
averaging the standardized volatility of seven macroeconomic variables (inflation, interest rate,
exchange rate, GDP, unemployment, stock index, money supply) using a cross-sectional averaging
method to capture economic instability. Panel data analysis across 30 Iranian provinces (2008—2023)
employs a random-effects model to examine the relationship between uncertainty and the acceleration
of housing price growth and transaction changes. Stationarity tests (Fisher-ADF, IPS) and Hausman
tests validate the model. Acceleration metrics are derived from second-order differences of logarithmic
prices and transaction volumes. A DSGE model, based on microeconomic behavior, simulates housing
as both a consumption and investment asset, incorporating household utility, price formation, and
macro-financial linkages, including credit and policy shocks (e.g., bank facilities, money supply, Mehr
Housing Plan). Impulse response functions and forecast error variance decomposition analyze dynamic
responses and shock effects, while robustness checks validate findings over shorter horizons.
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Results and Discussion

Panel data analysis reveals a positive and significant impact of economic uncertainty on the acceleration
of housing price growth, driven by supply-side cost pressures (e.g., rising construction costs resulting
from currency volatility) and speculative demand stemming from herding behavior. However,
uncertainty has no statistically significant effect on transaction volume acceleration, indicating a
“stagflationary” divergence where prices rise while transactions stagnate. The DSGE model provides
structural insights: a short-term precautionary effect reduces price acceleration as households delay
purchases, but speculative demand for housing as a safe asset stabilizes prices in the medium term.
Transaction acceleration exhibits high volatility—a sharp initial increase due to a “flight to safety” is
followed by a steep decline owing to financial capacity crises and credit contraction. FEVD analysis
confirms that price acceleration is largely self-driven (52.20% of variance), whereas transaction
acceleration is strongly influenced by price dynamics (16.21%) and policy shocks such as the Mehr
Housing Plan (2.84%). Robustness checks support these findings over different time horizons. The study
highlights a structural shift in Iran’s housing market, where prices decouple from transaction
fundamentals and are influenced by speculative demand and cost shocks. Policy implications suggest a
dual strategy: (1) implementing anti-speculative taxes (e.g., capital gains tax) to curb unproductive
demand, and (2) providing targeted credit support to consumer buyers to enhance purchasing power and
market stability.
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