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Abstract

This paper considers dynamics in the reversal of booms in the housing market. We

analyze three related mechanisms which govern the propagation of changes in the

housing market throughout the rest of an advanced economy: wealth effects, income

effects, and effects through financial markets. As the decade-long boom in the US

housing market unwinds, we anticipate that there will be small wealth effects

transmitted to the economy, but there will be large income effects affecting the rest of

the economy and substantial financial market effects. If the current decline in housing

starts and residential investment echoes the declines of the last three housing

downturns, we estimate that gross national product (GNP) growth will be reduced by

close to 3 per cent. Beyond the decline in housing investment, the recent turmoil in

financial markets makes a recession induced by housing market conditions increasingly

likely.
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Notes

*Peak and trough dates are for gross residential investment. For housing starts, peak

and trough dates are:

*Changes in S&P Case–Shiller metropolitan price indexes.

**Boston began to fall in October 2005, stopped falling in February 2007 (down 7.9 per

cent), and then rose between February and June 2007 by 1.9 per cent.

Related research 

Recommended articles Cited by 

67

People also read

https://www.tandfonline.com/keyword/Housing+cycles
https://www.tandfonline.com/keyword/residential+investment
https://www.tandfonline.com/keyword/recession
https://www.addtoany.com/share


Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

 

 

Keep up to date

Register to receive personalised research and resources

by email

Copyright © 2024 Informa UK Limited Privacy policy Cookies Terms & conditions

Accessibility

Registered in England & Wales No. 3099067 

5 Howick Place | London | SW1P 1WG

https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
http://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://www.informa.com/
https://informa.com/privacy-policy/
https://www.tandfonline.com/cookies
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

