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Abstract

The housing price shocks of one region may spread to the housing market of
neighboring regions or geographical areas limited in a political border and lead to the
formation of price shocks in shock receiving areas. The housing policies will not be
effective regionally and separately If the network connection between the housing
markets of the regions is confirmed. Since the occurrence of a price shock to a
housing market spreads with a delayed transmission to interconnected housing
markets, ultimately resulting in the diffusion of the price shock across the entirety of
the housing network.

In this research, we are aiming to investigate the housing network between selected
cities (centers of the country's provinces) using the VAR model and forecast error
variance decomposition (FEVD). The results of this research confirm the existence of
a network connection between the housing markets of the country's provinces, and
unlike previous studies, the results show that it is not only the city of Tehran that
spreads price shocks to other regions, but also cities such as Karaj, Shiraz and Arak
spread price shocks to other cities. In addition, the results suggest that the recent price
jump, that has happened since 2019, significantly increased the density of the housing
network in the country. Based on this, price shocks are expected to be distributed
more quickly throughout the country.
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