
I. The housing market still
dynamic but showing signs of

running out of steam

The American housing market still
seems to be generally in good
health. Starts were in fact very dy-
namic at the beginning of 2006,
thanks to particularly mild weather
conditions. The rally was short li-
ved, however. In addition, sales of
housing began to slow down, under
the influence of the rise in prices
and the interest-rate hikes, which
finally began to affect first-time
buyers, so that applications for
mortgages gradually weakened.
Even so, according to the speciali-
sed bodies, the most probable sce-
nario for the housing market
remains a soft landing.

The housing market still showing
fairly positive tendencies

Since the trough seen in 1991, there
has been no let-up in the positive
orientation of the United States
housing market. Starts have even
reached historically high levels,
close to those seen towards the end
of the 1970s (see Graph 1). In re-
cent months, however, they have
shown a tendency to level off, apart
from a brief rally at the very begin-
ning of 2006 due to the need for re-
construction following the damage
caused by hurricanes Katrina and
Rita and to the particularly mild
winter. February, however, already
saw a distinct downturn. Sales of
existing housing have also shown
considerable liveliness in recent
years, although they began to level
off in Q3 2005.

In this still generally favourable
climate, the ratio of housing in-
vestment to GDP in value has risen
further. Indeed, it has practically
never stopped rising since the be-
ginning of 1991 and now exceeds
6%, the highest level for 35 years
(see Graph 2). Meanwhile, the
tendency in house prices has been
generally upward. Between 1995
and 2005, prices practically dou-
bled and over the same period the
index of single-family house price
index published by the OFHEO
(Office of Federal Housing Enter-
prise Oversight) rose by 60% in
real terms (see Graph 3). The me-
dian price of new housing posted a
slightly more modest rise of the
order of 40 %, while the median
price of existing housing rose by
more than 50%.
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After acting for several years as a major prop to the vigour of
the country’s economy, the housing market in the United Sta-

tes seems to have levelled off in recent months. Although the main
specialised bodies are still counting on a soft landing for the Ame-
rican housing market some time in the next two years, the implica-

tions of this levelling-off for the evolution in housing investment and for household consumption
are by no means negligible. Several simulations have been carried out in order to estimate the
potential impact of the housing slowdown on these two components of United States growth.
In order to evaluate the impact on housing investment, two complementary approaches were ex-
plored. The first, of an accounting nature, aims to evaluate the automatic effect of the expected
moderation in housing starts and housing sales. The second is more in the nature of a behaviou-
ral equation, inasmuch as it incorporates the traditional determinants of investment decisions,
i.e. the respective evolutions in real incomes, in wealth — itself affected by movements in house
prices — and in interest rates. On the assumption – widely accepted by the markets — that the
rate of the rise in house prices in 2006 will be one third of that seen in 2005, that in 2007 it will be
halved again and that mortgage interest rates rise by almost 100 basis points in the next two
years, these two methods give results of a similar order of magnitude: roughly 8 points less hou-
sing investment in the years 2006 and 2007 (equivalent to around one half-point of GDP).
The implications for household consumption were also analysed, this time using two behavioural
equations. The first introduces traditional determinants, i.e. current income, wealth (both hou-
sing and financial) and the unemployment rate. The second, taking up more recent approaches,
incorporates a variable representing what is known as Housing Equity Withdrawal. Adopting
the same assumptions as in the previous equations, the first model shows an impact amounting to
a reduction of one half-point in consumption over the two years, while the second model indicates
a somewhat smaller impact.
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A rise in house prices mainly
linked to structural factors (strict

planning rules, demographic
tendencies) and to particularly

favourable financing conditions

Despite the soaring prices, most re-
cent studies (cf. [17] and [18]) rule
out the existence of a genuine hou-

sing bubble at national level. In
particular, this was the conclusion
of the OECD study, which put the
overvaluation of the market at only
1.8% in 2004.

This estimate was based on the idea
that, in equilibrium, the taking of
innumerable decisions whether to
rent or buy should lead to equality

between rents and the cost of ow-
nership, the latter being estimated
as the product of the price of hou-
sing and the “user cost of hou-
sing”. This user cost is by
definition a function of the af-
ter-tax interest rate on the loan (al-
lowing for possible deductions of
interest payments from taxable in-
come), the rate of any property
tax, the expected annual growth
rate in the value of the asset (i.e.,
the expected capital gain), the de-
preciation of maintenance costs
and the risk premium on property
investment.

According to this approach, in
equilibrium the price-to-rent ratio
must be equal to this user cost.
Adopting this framework, the
overvaluation is estimated using
the comparison between the ob-
served price-to-rent ratio and the
theoretical ratio corresponding to
the value of the user cost. In prac-
tice, despite the fact that the
price-to-rent ratio rose sharply in
the space of 10 years (by more
than 40%), since 2000 the equili-
brium value and the observed
value of the price-to-rent ratio ap-
pear to have moved in parallel,
with a negligible gap between
them. On this criterion, there
would therefore seem to have been
hardly any overvaluation on the
housing market, at least on a natio-
nal scale.

The uninterrupted upward mo-
mentum in prices would on this
basis be explained mainly by
structural factors. The strict town
planning rules seem to have crea-
ted greater rigidity of supply and
hence price rises (cf. [17]). In cer-
tain conurbations, tough planning
regulations have considerably cur-
bed the construction of housing,
limiting supply and leading to an
increase in prices not only in the
districts immediately concerned
but also in neighbouring districts.
This seems to have been particu-
larly true in the cases of Califor-
nia, Massachusetts, New
Hampshire, New Jersey and Was-
hington DC.
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Demographic tendencies also seem
to have played a substantial role
(cf. [12]), inasmuch as several phe-
nomena of this kind have been a
feature of recent years — and seem
likely to intensify in the future.
First, the baby-boom generations,
through their sheer numbers and
their accumulated wealth, have
fuelled the growth in demand, nota-
bly for second homes. A similar
tendency has been shown by the se-
cond generation of immigrants,
who have enjoyed higher incomes
than their predecessors. At the
same time, the shift away from the
traditional family model (couples
with children) towards single-pa-
rent or reconstituted families or
people living alone has led not only
to a rise in demand for housing but
also to modifications in the types of
housing being sought. Finally, and
this is partly linked to the previous
factors, investment in housing for
rent has probably played an appre-
ciable role in sustaining the liveli-
ness of the housing market
(cf. [17]). In fact, sales attributable
to this type of investment amounted
to 15% of all housing sales in 2004,
well above the normal figure of 5%.

At a more fundamental level, the
maintenance of low interest rates
(see Graph 4) has considerably un-
derpinned the demand for housing.
However, this factor is now tending
to fade under the impact of the inte-
rest-rate hikes carried out by the US
Federal Reserve since mid-2004.
Nominal mortgage interest rates
have put on more than 80 basis
points since June 2005.

A deterioration in housing
affordability that could well tend

to curb the housing market

Households are now facing increa-
sing financial constraints. Without
showing any very great accelera-
tion, their debt service rose during
2005 to more than 13.5% of gross
disposable income (GDI). Meanw-
hile, their debt ratio is now looking
high, being in excess of 120% of
GDI. In these circumstances, mort-
gage applications are showing
signs of a downturn, having appa-

rently peaked in H2 2005 (see
Graph 5). Another sign of immi-
nent levelling-off is the deteriora-
tion in housing affordability (see
Graph 6). Affordability has in fact
been deteriorating almost conti-
nuously since mid-2004, under the
impact of the surge in prices and the
interest-rate hikes. All in all, confi-
dence on the housing market has
been weakening appreciably since
the end of last year (see Graph 7).

Even so, the most likely scenario
remains a soft landing

Despite the first signs of level-
ling-off in the housing market,
most of the specialised bodies are
expecting a soft landing (cf. [13],
[14], [15], [16]). Taking the recent
orders of magnitude provided by
these institutions, average evolu-
tions were chosen for the purpose
of subsequently simulating the ef-

fects of the housing slowdown on
households’ investment and
consumption (see Table 1). For
example, starts are assumed to de-
cline already in 2006 (by 4.5%,
followed by 5.0% in 2007). Sales
of existing housing, taking into ac-
count the deterioration seen this
winter, are expected to show a dis-
tinct (5.0%) decline in 2006 and
then in 2007 a decline of less than
half as much (2.0%). Real prices
of housing, meanwhile, are expec-
ted to rise in 2006 at one third of
the rate seen in 2005 (i.e. by 3.5%)
and then half as fast again in 2007
(2.0%). Finally, mortgage interest
rates are expected to rise by 90 ba-
sis points over the two years. In
the end, the easing of prices and
the rise in interest rates are expec-
ted to lead to a downturn in house-
holds’ housing wealth (see below,
as well as the estimate shown in
Box 3, equation 5).

June 2006 11

Is the American housing market posing a threat ?



II. A potential impact of the
easing of the housing market on
households’ investment of the
order of 8 points between now

and end-2007

Households’ investment is likely
to feel the first effects of the slow-
down on the housing market. Two
different approaches have been
used to arrive at an order of magni-
tude of the potential impact. The
first is based on the expected evo-
lution in starts and in sales of hou-
sing. The second, complementary,
approach is based on the determi-
nants of purchasing decisions. The
aim is to see to what extent the ea-
sing of house prices and the rise in
interest rates are liable to in-
fluence housing investment.
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How to read the indicator:
The indicator is equal to 100 if a household receiving the median income can obtain a loan in order to buy
an asset at the median price. A fall in the indicator signifies that a household receiving the medium
income has increasing difficulty in buying an asset at the median price.

Table : Housing market forecasts
Annual change in %

2005 2006 2006 (*) 2007
Housing starts

Freddie Mac -4.1 -4.8 -6.8

Mortage Bankers Association -6.1 -6.2 -3.5

National Association of Realtors -3.2 -4.1 -7.6

Chosen scenario 6.3 -4.5 -5.0

Sale of existing housing

Freddie Mac -7.0 -4.0

Mortage Bankers Association -7.1 -3.3

National Association of Realtors -6.0 1.1

Chosen scenario 4.4 -5.0 -2.0

Median price of existing housing

Freddie Mac

Mortage Bankers Association 6.2 6.1 4.7

National Association of Realtors 6.0 5.7 4.8

Chosen scenario 12.8 - - -

Median price of new housing

Freddie Mac

Mortage Bankers Association 2.6 8.2 3.7

National Association of Realtors 2.2 6.6 5.6

Chosen scenario 7.5 - - -

Real house prices OFHEO

Chosen scenario (1) 10.1 3.5 2.0

30-year mortgage interest rate

Freddie Mac 6.4 6.6

Mortage Bankers Association 6.5 6.8

National Association of Realtors 6.6 7.0

Chosen scenario 5.9 6.5 6.8

(*) Including data for the early part of the year
(1) The OFHEO price index is dominated by the evolution of prices of existing housing



An “accounting” approach
suggesting a relatively pronounced
slowdown in housing investment

Housing investment includes both
the construction of new dwellings
and all expenditure spent by house-
holds on home improvements.
These two components are indirec-
tly taken into account through the
evolution in starts, on the one hand,
and sales of existing housing, on
the other.

The fit obtained (see Box 1, equa-
tion 1) is fairly satisfactory, al-
though it under-estimates the rise
in investment towards the end of
the period (see Graph 8). For fore-
casting purposes, the evolutions of
two explanatory variables of the
type set out in Table 1 were introdu-
ced. Keeping the contribution of
the residual of the fit constant at the
level observed in the past two

years, it is estimated that housing
investment could fall by 1% in
2006 and by 2% the following year.

A more economic modelling of
housing investment leads to an
equally large, but more gradual, fall

As an alternative to the largely ac-
counting approach described
above, a second model describes
investment behaviour in terms of
the variables having the greatest
determining power regarding
house purchase decisions, i.e. the
respective evolutions in real gross
disposable income, real wealth and
interest rates (see Box 1, equa-
tion 2). The analytical framework
explored here can be compared to
that traditionally adopted for the
estimation of the consumption
equation (see below for more de-
tails). The theoretical foundations
are nevertheless less clear-cut, as

has been recalled by the authors of
study [1]: “to our knowledge few
theoretical studies have been
made of housing investment beha-
viour”, notably because this ex-
penditure item is in the final
analysis relatively heterogeneous.

As in the previous case, the simu-
lation obtained under-estimates
investment in the recent past and
notably in 2005 (see Graph 9). It
should be noted that housing
wealth seems to have played an
important role in investment
growth in that year. This pheno-
menon is to be related to the re-
sults of the latest survey of
households’ financial situations
(cf. [5]). In fact, it indicates that
the rise in house prices has ena-
bled households to extract liquidi-
ty (for example, by taking out a
new loan on the security of their
home), practically half of which is
used for home improvements, au-
tomatically adding to investment.

What would seem to be of interest
from a forecasting standpoint is
the effect of the expected easing in
house prices (and, as a result, in
housing wealth, cf. below and also
Box 3, equation 5 for the model-
ling adopted) and of the rise in in-
terest rates (using the orders of
magnitude provided in Table 1).
This impact can be seen directly
through the marked declines in the
contributions of these two varia-
bles to the simulated investment
(see Graph 9). It emerges that,
everything else remaining equal,
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the result is to lop 3.5 points off in-
vestment growth in 2006 and 4
points in 2007.

In total, the cumulative effect over
the two years is, according to both
the approaches used, a reduction in
investment of the order of 8 points
(or roughly 0.5 of a GDP point).
However, the impact is concentra-
ted to a greater extent on 2006 if
one takes the fit made by taking
starts and housing sales. Converse-
ly, and fairly naturally, the beha-
vioural equation smooths the
impact of the slowdown in the hou-
sing market over time.

It is worth recalling that the orders
of magnitude proposed here are lar-
gely contingent on the assumptions
adopted for the explanatory varia-
bles. By way of comparison, study
[9] arrives at a much more substan-
tial effect, i.e. a drop in housing in-
vestment of the order of 15% to
30%. However, this evaluation is
based on a huge drop in starts (bet-
ween 15% and 30%) and is equiva-
lent, according to the authors, to
bringing the investment/GDP ratio
in value back down to its average
level for the past 25 years. These
assumptions, although obviously
impossible to rule out, correspond
to a scenario that is not widely ac-
cepted at present.

III. Household consumption
growth could be reduced by one
half-point over the next two years
under the impact of the slowdown

in the housing market

The first signs of a levelling-off in
the housing market could also raise
fears of an easing of household ex-
penditure in coming quarters, nota-
bly because of the accompanying
reduction in wealth effects. In or-
der to provide an indication of the
potential quantitative impact of this
phenomenon, two behavioural
equations were estimated. The first
introduces the standard determi-
nants (essentially, income and
wealth), while the second, adopting
in this respect certain more recent
approaches, introduces a variable
representing housing equity with-
drawal (HEW).

The effect of the easing of the hou-
sing market on household
consumption is in both cases captu-
red as follows: a downturn in house
prices is liable to be reflected soo-
ner or later in a levelling-off in
wealth (or in HEW) that will be
liable to curb household consump-
tion. In other words, three succes-
sive stages are presented:

● the first consists of estimating
the consumption equation incor-
porating the wealth effect (or the
HEW);

● the second attempts to establish
a relationship between wealth
(or HEW) on the one hand and
house prices and interest rates,
on the other;

● the third and final stage makes it
possible, on the basis of the as-
sumptions made in Table 1, to
exploit the equations obtained
in the second stage in order to
incorporate them subsequently
in the consumption equations
arrived at in the first stage.

Estimation of the consumption
equations highlights the
significant influence of mortgage
lending (first stage)

The impact of the wealth effect on
consumption is traditionally ana-
lysed within the framework of the
permanent income theory or the
life-cycle model, according to
which the level of consumption
depends on households’ perma-
nent income, i.e. their total flow of
current and expected income, as
well as on the stock of wealth. For
any expected level of permanent
income, households are assumed
to adjust their spending over the
whole of their life-cycles, borro-
wing when they are young, saving
during their working lives and dis-
saving when they are older. An
unexpected rise in wealth prompts
households to spread the gain in
wealth over the whole of their
life-cycles, thus spending slightly
more and saving slightly less.
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These theories make it possible to
distinguish two different channels
for the financing of expenditure.
First, the increase in wealth directly
permits increased spending when
households liquidate their assets.
The other channel operates through
the fact that the increase in wealth
increases borrowing capacities,
thus in the end stimulating spen-
ding by households who had been
subject to liquidity constraints. Se-
veral studies present estimated
consumption equations incorpora-
ting wealth effects (cf. [2], [3], [4],
[6], [8] and [11]). The determi-
ning factors introduced are gene-
rally as follows: current and lagged
real gross disposable income (or
real labor income), the stock of
wealth (sometimes with a distinc-
tion between financial and housing
wealth), the unemployment rate,
interest rates and inflation.

Graph 10 presents the results of dy-
namic simulations obtained using a
traditional behavioural equation
(see Box 2, equation 3). These
seem to be relatively satisfactory.

An alternative approach was explo-
red with the aim of introducing a
HEW variable, according to the ap-
proach recently proposed by Catte
et al. (cf. [6]). The underlying idea
is to use an indicator making it pos-
sible to measure the extent to which
households are in a position to ex-
tract liquidity from the housing
market. HEW is in fact calculated
as the difference between the net
increase in mortgage debt and the
evolution in households’ housing

investment. This indicator tends to
be positive when households rene-
gotiate their existing mortgages or
when they take out a new mortgage
on the same asset in order to take
advantage of the increase in hou-
sing wealth. When this indicator
increases, households have more li-
quidity at their disposal for the pur-
pose of consumption. One
therefore expects to see a positive
relationship between consumption
and HEW(1).

The essential advance compared
with the previous equation lies in
the introduction into the long-term
relationship of a variable relating
directly to the housing market (see
Box 2, equation 4). Furthermore,
the dynamic simulations obtained
(see Graph 11) provide better re-
sults than the previous equation for
the years 2004 and 2005.

The link - theoretically non-trivial -
between house prices and wealth
(second stage)

After highlighting the impact of
housing wealth (or HEW) on
consumption, it is now time to re-
late the evolution in house prices to
wealth (or HEW). In theory, the
link between house prices and net
housing wealth is non-trivial. A
rise in house prices may simply re-
flect a worsening housing shortage
due to a rise in demand, without
there necessarily being any net in-
crease in the quantity or quality of
the service rendered by housing —
in which case there is no modifica-
tion in national wealth.

Empirically, a modelling of real
household wealth can neverthe-
less be obtained by taking the real
price of housing and simply pro-
ceeding to estimate an equation
linking these two variables with
long-term interest rates (see
Graph 12 and Box 3, equation 5).

In the same way, an attempt was
made to establish a simple econo-
metric relationship, in the form of
an error-correction model, bet-
ween the HEW indicator, house
prices and long-term interest rates.
However, this sometimes fails to
take proper account of the variabi-
lity of HEW (see Graph 13 and
Box 3, equation 6).

A greater impact obtained using
the traditional wealth-effect
approach than using HEW (third
stage)

The evolution in consumption was
simulated for the period to
end-2007 using the various instru-
ments described here, taking the
assumptions appearing in Table 1.
The orders of magnitude obtained
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(1) HEW as calculated here is similar
to the Mortgage Equity Withdrawal
(MEW) used by the Fed (cf. [10]). It
was not possible to exploit MEW direc-
tly in the estimate, because no
long-period series has been published,
nor was it possible to recalculate the
series, because of data availability pro-
blems. For this reason, it was decided
to proceed with a very simple calcula-
tion using HEW, as this variable turns
out, a posteriori, to be closely correla-
ted to the MEW provided by the Fed
(correlation coefficient of 0.93).



are “everything else remaining
equal”. In particular, the impact of
the rise in interest rates is taken into
account only via its impact on hou-
sing wealth (or HEW) but ignoring
any possible implications for inte-
rest payments (and hence for GDI).
In fact, however, the renewed re-

course to variable rates (less than
20% of mortgages were contracted
at adjustable rates in 2003, compa-
red with more than 30% in 2005)
ould mean that this aspect is no
longer negligible. Similarly, the
possible impact of a soft landing

for the housing market on job
creations, notably in the construc-
tion sector, is not incorporated.

The traditional consumption
equation (including the wealth ef-
fect, equation 3) would lead to the
cancelling-out of the contribution
of housing wealth to simulated
consumption as of 2006 (follo-
wing a positive contribution of 0.3
of a point in 2005), followed by a
further deterioration to -0.3 of a
point in 2007. In consumption
equation 4, it turns out that the
contribution of HEW remains
high in 2006 and 2007 at around
0.3 of a point (compared with only
0.2 of a point in 2005 as a result of
a sharp dip in HEW in the first
quarter). Using this alternative
modelling, the impact of the ea-
sing on the housing market turns
out to be much smaller than that si-
mulated with the help of the tradi-
tional equation. This can probably
be related to the fact that the pro-
jection of the HEW variable, al-
though weakening, is probably too
smooth to depict its potential evo-
lution in the event of an easing of
house prices.

All in all, however, both the instru-
ments presented here reach the
conclusion of a circumscribed im-
pact of an easing of the housing
market on consumption (of the or-
der of -0.5 of a point in two years,
on the assumption of a gradual
slowdown in prices and a progres-
sive rise in long rates). ■
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BOX 1: THE ESTIMATION OF HOUSING INVESTMENT EQUATIONS

First estimation: fit based on starts and house sales

Equation 1 takes the following form:
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Estimation period: Q1 1990 to Q2 2005

Second estimation: behavioural equation

This equation was estimated in two stages. First, the long-term relationship was shown using the Stock and Watson me-
thod. Next, the residual of this first equation, being stationary, was introduced into the estimation of a short-term
relationship.

First stage: long-term relationship using equation 2:
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Second stage: short-term relationship using equation 2:
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BOX 2: THE ESTIMATION OF THE CONSUMPTION EQUATIONS

First estimation: the standard behavioural equation

The standard equation adopted here was obtained through a two-stage process. First, the long-term relationship was es-
timated using the Stock and Watson method. Next, the residual of this first equation, being stationary, was introduced into
the estimation of the short-term relationship.

First stage: Long-term relationship using equation 3:

LCONSO LWNI LY= − + ∗ + ∗
−
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, , ,

, , ,

Second stage: Short-term relationship using equation 3:
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Adjusted R² = 0.46

Estimation period: Q4 1960 to Q2 2005

This estimation calls for certain remarks.

● Only the non-housing component of wealth plays a significant role in the long-term relationship. The introduction of hou-
sing wealth upsets the quality of the residual and subsequently weakens the restraining force. This explains why it was
not possible to retain this variable.

● Housing wealth nevertheless plays a role in the short-term relationship, making the interest rate non-significant.

● The introduction of inflation was inconclusive.

Second estimation: an equation introducing a variable representing HEW

The estimation method was the same as above.

First stage: long-term relationship using equation 4:
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Second stage: short-term relationship using equation 4:
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Estimation period: Q4 1960 to Q2 2005
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BOX 3: THE ESTIMATION OF THE WEALTH AND HEW EQUATIONS

First estimation: the housing wealth equation

Equation 5 takes the following form:

DLWI DLOFHEO D= + ∗ − ∗−
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Adjusted R² = 0.92

Estimation period: Q1 1990 to Q2 200

Second estimation: the HEW equation

The equation was obtained through a two-stage process. First, the long-term relationship was estimated
using the Stock and Watson method. Next, the residual of this first equation, being stationary, was introdu-
ced into the estimation of the short-term relationship.

First stage: Long-term relationship using equation 6:

HEWR LOFHEO= − + ∗
−

73118 13594
1187 1178

, ,
, ,

Second stage: short-term relationship using equation 6:

DHEWR EPSILONR= − − ∗ − −
− − −

17428 0 280 1 0546
198 3 89 4
, , ( ) ,
, , , ,

,

( ) , ( )

,
89 2 36

3 46

1 0 248 2

67508

∗ − − ∗ −

− ∗
−

−

DHEWR DHEWR

DTXLT DTXLT DTXLT( ) , ( ) , ( )
, ,

− − ∗ − + ∗ −
−

1 51983 6 32147 13
2 73 193

Adjusted R² = 0.56

Estimation period: Q1 1990 to Q2 2005

Name Mean Source

D2001T4 Dummy at Q4 2001 (automobile premium)

DHEWR Difference of real Housing Equity Withdrawal Flows of Fund, BEA

DLCONSO Difference of log of household consumption in volume BEA

DLINVEST Difference of log of residentiel investment in volume BEA

DLMTOT Difference of log of housing starts Census

DLOFHEO Difference of log of real house prices OFHEO, BEA

DLVANC Difference of log of sales of existing housing Nat. Ass. of Realtors

DLWI Difference of log of real housing wealth Flows of Fund, BEA

DLWNI Difference of log of real non-housing wealth Flows of Fund, BEA

DLY Difference of log of real gross disposable income BEA

DTXCHOM Difference of unemployment rate BLS

DTXLT Difference of the long-term interest rate FRB

EPSILONI Residual of the long-term residentiel investment equation

EPSILONR Residual of the long-term equation (housing equity withdrawal equation)

EPSILON0 Residual of the long-term household consumption equation (first estimation)

EPSILONHEW Residual of the long-term household consumption equation (second estimation)

HEWR Real housing Equity Withdrawal Flows of Fund, BEA

LCONSO Log of household consumption in volume BEA

LINVEST Log of residentiel investment in volume BEA

LOFHEO Log of real house prices OFHEO, BEA

LWNI Log of real non-housing wealth Flows of Fund, BEA

LY Log of real gross disposable income BEA

TXLT Mortgage interest rate FRB

WNI Real non-housing wealth Flows of Fund, BEA
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