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Research on the factors influencing the real estate prices based on
VAR model

LUO Xiaoling, HONG Bo, MA Shichang
(Business School of Central South University, Changsha 410083, China)

Abstract: This article uses Vector Autoregression model (VAR) to analyze the macroeconomic factors that affect the
real estate prices. We established a VAR model of the factors which influences the real estate prices, and used quarterly
data of year 2001-2010 as the samples to quantitatively describe the impact of macroeconomic factors on real estate
prices, and analyzed the time delay, duration and intensity that various factors have on the real estate prices by using
impulse response function and variance decomposition. It has been found that real estate prices are greatly influenced
by prior period price and money supply; Granger causality test shows that bi-directional Granger causality relationship
exist between real estate prices and GDP, the loan rate, and there is unidirectional Granger causality relationship with
the household consumption.

Key Words: real estate; VAR model; impulse response function; variance decomposition
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