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Abstract

Increasing people’s participation in the capital market is one of the important discussions in
the process of economic development. Housing as a capital good and stocks are important
channels in the assets market. It is of high interest to investigate the influence of these
markets on each other and how housing prices can influence them and interact with them.
The current research is different in its contecnt and methodology than previous studies
in the followimg ways: 1- Estimation of the asymmetric effects of housing prices on
participation in the Tehran Stock Exchange. 2- Using the asymmetric quantile regression
method to investigate the participation model in the Iranian stock market. The main aim of
this research is to investigate the asymmetric effects of housing prices on the participation
rate in the Iranian stock market. The method used is quantile regression as it allows to
present the influence of independent variables in all parts of the distribution, especially in
the beginning and end sequences, without violating the classical assumptions and outlier
data in the estimation of coefficients. The variables presented in the model are: logarithm
of stock market index, logarithm of gold price, logarithm of unofficial exchange rate,
logarithm of housing price, logarithm of GDP per capita and interest rate. The time period
of this research is 1991 to 2020. The results show that housing prices in different quantiles
of participation in the stock market had negative and significant effects on stock market
participation. The estimation results show that the absolute value of the currency elasticity
of participation in the stock market is smaller than 1, with negative sign and significant.
Among other results, the negative and significant effect of gold price and interest rate,
mostly in the upper deciles are worth noting. GDP per capita and stock market efficiency
have had a positive and significant effect on participation in the stock market.
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1. Introduction

Achieving the economic goals of a country without the participation of the people of that
country is unimaginable. One of the ways of people's participation in economic
development is investing in the capital market and specifically in the stock market.
Increasing the presence and participation of people in the capital market is one important
discussion in the process of economic development. Housing can also act as an asset
market, and some people choose housing as a source of investment in order to prevent the
decrease in the value of their money. Housing has the capacity to to preserve the value of
the property, to prevent the decrease in the value of the currency-wealth against the
inflation increase. Investment in the housing sector is of considerable importance.
Considering that stocks and housing are in the same portfolio and can act as substitutes, it
is expected that they will act in opposite directions. That is, if the efficiency of the
housing market increases, due to the existence of competition between markets such as
housing and stocks, the price increase in the housing market will increase the investment
opportunity costs Of the stock market. In this way, with the increase in efficiency in the
competing markets, investors' resources flow from the stock market to the housing
market, and as a result, the stock price decreases and people replace housing with stocks
in their asset portfolio. As one of the useful measures for the development of a country's
economy is financing through the public and through the stock market, which requires
more participation in the capital market. In Iran's economy, in some years the housing
price growth rate is higher than the general inflation rate and in some other years it is
lower. As a result, in Iran, apart from being a consumption good, housing is a very strong
and important aspect of being an asset. On this basis one of the effective components on
the amount of participation through investment in the stock market is the price and
efficiency of the housing sector.

2. Material and Method

In this research, the time series quantile regression model was used to investigate the
asymmetric effects of housing price changes on the participation rate in the Iranian stock
market. Quantile regression allows the influence of independent variables in all parts of
the distribution. We assume that the linear regression model is in the form of the
following equation:

Y, =0(r)x +a+e(r) , Q%(T)(T|Xi):0
(M

Then the conditional quantile of ® the distribution of y under the condition of random
variables X is as follows:

Q, (z1%)=a+0(z)x , i=12,.,n
)
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Where 6(7)=(6,.6,,....6,)and x=(1,x,,...,X,) are vectors of unknown parameters and

known values, respectively, and e, (z’) is an unobservable random variable. The intercept (

a)and 6 (Z‘) the coefficients for each quantile are estimated as follows:

(67,&) =argminZika [Y,-0(z) X, —a]

(0.@) k=1 t=1
(3)

which, p. (e) = e[r— | (e < 0)] and | () is a scale function. Examining these effects through

quantile regression can provide a more accurate view of the random relationship between
variables, and therefore provides informative empirical analysis. In this research, based
on the results of previous studies and the structure of Iran's economy, an adjusted model
is presented to reflect the conditions of Iran's economy. Therefore, the specified pattern of
estimation based on the quantile method is as follows:

q(SD, | ¢,) = &y, + @, LSTOCK, +t,, LPG, + a,, LEXCH, + @, LPH, + & LGDPP, + at, INT + &,

“

which q(SD, | ¢,)is the conditional quantile of participation in the stock market at time t

and ¢, includes case information at time t. In equation (4) LSTOCK is the logarithm of

stock market index, LPG is the logarithm of gold price, LEXCH is the logarithm of
unofficial exchange rate, LPH is the logarithm of housing prices, LGDPP is the logarithm
of GDP per capita and INT is the interest rate.

3. Discussion

The estimation results of the model in the examined quantiles show that the absolute
value of the currency elasticity of participation in the stock market is smaller than 1 and is
negative and significant. That is, the increase in the exchange rate causes the participation
in the stock market to decrease, which is more in the first and last quantiles. Since the
foreign exchange market is an alternative market for the capital market, the negative
effect of the exchange rate on the participation rate in the stock market does make sense
and is in accordance with economic theories and expectations. According to the results,
the elasticity of participation in the stock market compared to per capita income in the
studied quantiles was positive and significant, and the elasticity of participation in the
stock market relative to the estimated per capita income was higher in the lower and
upper deciles, that is, the intensity Participation in the stock market has been higher
among people with lower and with higher deciles. Since the gold market is considered as
a parallel market to the capital market, the higher the price of gold in this market, the
greater the people’s capital that flow towards this market, with having a negative effect
on the capital market. The stock price index has a positive and significant effect on the
participation in the stock market in different deciles. Among the other variables affecting
the participation rate in the stock market is the housing price, which has a negative and
significant effect on the participation rate in the stock market in different quantiles. The
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more the housing price increases, the efficiency in the housing market will increase and a

large part of people's capital will be invested in the housing market. In Iran, housing is the
most expensive item in the household asset portfolio, which has a great effect on
participation in the stock market and attracts a large part of household capital. Housing is
a safe asset and therefore it attracts people to invest more substantially in this market.

Conclusion

Housing as a capital good and stocks are important channels in the assets sector, and
therefore are of high interest to investigate the influence of these markets on each other an
how it affects the participation of indivudlas in the stock market. According to the results,
the housing price has a negative and significant effect on the participation rate in the
Iranian stock market. Since the housing and the stock markets are alternative markets, the
increase in housing prices can have negative effects on the stock market as a large part of
capital will flow towards the housing market. The results also show that the price of gold
and the unofficial exchange rate have a negative and significant effect on the amount of
participation in the stock market; As the price of gold and exchange rate increases, the
efficiency of those markets will increase and they will be attractive for investment, which
can take a large part of capital out of the stock market and send it to these markets.
Among other variables affecting the participation in the stock market was the interest
rate, which had a negative effect on the participation in the stock market. The higher the
deciles, the greater the effect of the interest rate on participation in the stock market.
Because the interest rate is a fixed interest that is paid to bank deposits and considering
the risk aversion of investors in Iran, the high effect of interest rate on participation in the
stock market can be justified. Also, the results of this study showed that GDP per capita
and stock market efficiency had a positive and significant effect on the participation rate
in the Iranian stock market because when people’s income increases, a portion of this
income can be invested in different markets. On the other hand, with the increase in the
efficiency of the stock market, the incentive to invest in the market increases and the
amount of participation in the stock market increases.
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Tab.2: Descriptive statistics of research variables
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Tab.3: Unit root test of variables results
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Tab.4: Bond test results
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Tab.5: Model estimation results
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Tab.6: Symmetric test results

Jloi>! L] P L UleS” (o oy,
/vaq YIvE INT

VY- <Y LEXCH

vy AL LGDPP

AT o[y LPG IARERIAN
ya. - YA LPH

-/hov —/¥ LST

NN —/eN C

/54 -Iv$ INT

<IAD A LEXCH

<IYYN ERIAR LGDPP

- /AYA =[5 LPG /Y —+/A
-/\oA - /¥ LPH

- oYY AN LST

/av¥ —/5 C

-/fay -[AA INT

- I¥vs AV LEXCH

./fay BNAN LGDPP

/A —/o¥ LPG AR
AT -y LPH

/ey A LST

“IVYA AN C

- I¥A4 e INT

-JAYY ooy LEXCH

BASK ofeeny LGDPP

NI —o]eF LPG ./i_./‘l
- Iyos AR LPH

-/¥ —e/oA LST




|
o i —

- /ooy —. /¥y C

{otagh sloadly :pue)

390 oLl 5 & amd e (L5 bllsS o)l il & Jgir 3 i)y @l 4 g b
i) il (B GAlBL Wy @) oyt 5l £ @) oy £ slageste 355050 (o)
B pse yho &udy dase l Gose g plows Sl S asls o) (e Cund 9K b Cand
Lol o5 by 70 ks é]a.w P @L.:
Wewd 52152 0903 @Y Jgoa

Tab.7: Equality slope test results
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