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ABSTRACT 

The tenacity of this paper is to scrutinize and illuminate the effect of independent variables 

economic science includes real interest rate, taxes rate and lending interest rate on housing 

markets of Asian economies. Nine years data from 2004-2012 of six countries were analyzed by 

using descriptive statistics and regression analysis. Significant relationship found between 

independent and dependent variables which depicts that economic factors influence the demands 

of housing markets.    
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INTRODUCTION 

Roar and seizures in the housing markets are as probable and recurrent as seasons. The 

residential housing delivers long lasting service streams as it fulfills the basic human requirement 

for shelter. In the amassed assortment of financial intermediaries the residential real estate is an 

imperative factor as in the most households, house is the major solitary asset. The escalation and 

tumble of house prices not only distress the corporate cycle dynamics but also the recital of 

financial system. Multiple factors inclined the consequences of housing markets .Housing 

markets plays a complex role in the process of resident expansion. Site decision of firms and 

households regulates the resident expansion patterns.   

Due to the housing boom and ensuing financial crisis the association between the interest rate 

and residential housing prices has conflicting evidence and emanates beneath scrutiny. In order 
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to achieve an expressive degree of restraint the effect of interest rate on housing prices should be 

frugally significant. The sufficient size of interest rate and stumpy house price growth would be 

responsible for instigating of recession risk. Reserve Chairman Ben Bernanke (2010) put it; 

“Housing markets can be alleviating by using fiscal dogma contrivance known as “Blunt Tool”. 

The price elasticity of supply and interest rate has a direct relationship”. 

In governmental and speculative groups, the taxation growth and investment impact has been 

fervently discussed. Taxes influence the total yield and factor accretion which upshot the overall 

pecuniary progress. The proficiency of the total factor aptitude and overall investment condenses 

because of the distort tax prices which is liable for the forfeiture of the overall capital 

apportionment. Property taxes and real estate values plays a dominant role in impelling the local 

government and finances the native community possessions.  

Money flow index, loan size and funding cost determine the lending interest rate that is 

negatively correlated with the competition. In the preceding 4-5 years, the tenure erection of 

assets and liabilities effects the saving and loan institutions. The reason that sways the income of 

poorest population in disproportional manner are those financial intermediaries that hold short 

term saving accounts (liabilities) and long-term mortgage assets. An industrialized financial 

institution not only helps in plummeting deficiency but also helps to scale down equity.  

Because of the long-term structural factors, the prices of housing markets are relatively high as 

compared to the incomes house price growth. Housing price vacillations affect the household 

consumption spending. Mainstream of the households are engrossed in croft more of its wealth 

in housing than in stocks due to its refinancing characteristic. As such no literature is found 

regarding macroeconomics factors and housing markets in context of Pakistan. The results of this 

study significantly contribute to the existing literature. Housing industry not only satisfies the 

need of shelter but also reinforce native communities. Housing markets spawns healthier 

environment for the entire communal which rallies social life of the society.     

LITERATURE REVIEW 

Richard (1984) discourses that in financial markets; the interest rate fluctuates with the passage 

of time because of the discrepancies in the economic bustle. Real interest rate is prompted by 

various dynamics like real estate property prices and changes in currency value on the foreign 

exchange market (Kenneth, 2012). Interest rate act as a network channel that stream funds 

between borrowers and savers. Interest rates play a vibrant part in the overall economy (Piazzesi 

& Schneider, 2010). Eric and Jonathan, (1996) advises that the economic growth is mainly 

influenced by taxes. Changes in taxation policies cause a huge impact on the living standards of 

population. Faster economic growth can be achieved by minimizing the marginal tax rate and by 

exchanging the work effort, investment and saving. It also has an impact on labor supply, 

investment demand and productivity growth (Alex, 2003). 
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Giovanni & Garibald (1998) determines that financial intermediaries are accountable for 

providing credit to the business markets. If lending is not done in a suitable way it creates 

problem and due to this bank is the only enduring intermediary that flow funds in the economy. 

The bank lending behavior should be linked up with the aggregate fiscal activity and monetary 

agitations. Money markets are stimulated by the lending interest rate (Mayer & Hubbard, 2012). 

The growth of the housing markets depends on the escalation and plummet of the mortgage loan 

standards (Cox, 2011). Housing supply can be surge by shrinking mortgage loan which shakes 

the demand of the home prices (Greater London Authority London, 2008). The key reason of 

falling property growth is the financial instability which affects the overall output of the frugality 

(Kuttner & Shim, 2013). 

The financial ailment and the spending comportment of households reflect the prices drifts of the 

real estate property markets (Papadimitrio, Chiloocte & Zewwa, 2006). Flexible financial system 

helps the housing markets in augmenting their productivity and development (Muellbauer & 

Williams, 2011). Low credit rates increases the demand of the houses which results in increasing 

the rate of consumption (Adelino & Severino, 2012; Trimbath & Montoya, 2002). In residential 

property markets, the housing investments and prices are affected by the residential mandate 

shocks (Jarociński & Smets, 2008). 

Low interest rate not only enhances the long term economic performance but it also raises the 

asset prices which in result increases the affluence of the households (Kliesen, 2010). Different 

configurations and inclinations of mortgage funding and lending leading up to the financial crisis 

which does not allow housing markets to flourish (Jones & Richardson, 2008). Financial 

condition is responsible for the change in graph of interest rate and as a result it affects the 

housing prices. ( Wong, Hui & William, 1983), the policy makers and investors must consider 

the national factors the formulation of housing policy as it determines the overall condition of the 

market (Lee, 2008). Financial crises have a huge impact on real estate property markets as it 

ruins the property prices. It is also accountable for lending reduction and high rate of risk 

(Grover & Grover, 1999). 

RESEARCH METHODOLOGY 

Researchers in this study have used the hypothetical deductive method. Independent variables 

include real interest rate, tax rate and lending interest rate whereas dependent variable includes 

real property price growth. For analyzing the relationship between independent and dependent 

variables Statistical Package for the Social Sciences (SPSS) was used. The secondary data was 

used in investigation of relationship among independent and dependent variables. For this nine 

year data from 2004-2012 of six Asian countries’ that comprise of Afghanistan, Bangladesh, 

India, China, Iran and Pakistan housing markets were evaluated through descriptive statistics and 

regression analysis. 
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Research Model 

 

 

 

  

 

 

 

 

 

 

 

HYPOTHESIS 

H1: Real interest rate is significantly interconnected to Real property price growth. 

H2: Tax rate is significantly associated to Real property price growth. 

H3: Lending interest rate is significantly linked to Real property price growth. 

DATA ANALYSIS AND DISCUSSION 

The descriptive statistics box demonstrates that in Afghanistan, the minimum value for the real 

interest rate is -3.47, the minimum value for the taxes on income, profit and capital gain is 18, 

the minimum value for the lending interest rate is 14 and the minimum value for the real 

property growth is 4.00.The maximum value for the real interest rate is 17.48,the maximum 

value for the taxes on income, profit and capital gain is 31, the maximum value for the lending 

interest rate is 18 and the maximum value for the real property price growth is 11.00.The mean 

for the real interest rate is 6.9944, the mean for the taxes on income, profit and capital gain is 

24.68, the mean for the lending interest rate is 15.54,the mean for the real property price growth 

is 8.8889.The standard deviation for the real interest rate is 5.89576,the standard deviation for 

the taxes on income, profit and capital gain is 4.755,the standard deviation for the lending 

interest rate is 1.523 and the standard deviation for the real property price growth is 2.26078.   

 

Real Interest Rate 

Real Property Price 

Growth 

Lending Interest Rate 

Tax Rate 

Independent Variable Dependent Variable 
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TABLE NO. 1 DESCRIPTIVE STATISTICS SUMMARY 

Countries Variables Minimum Maximum Mean Standard 

Deviation  

 

 

 

 

   Afghanistan 

Interest rate 
-3.47 17.48 6.9944 5.89576 

Taxes on income, 

profit & capital 

gain 

18 31 24.68 4.755 

Lending interest 

rate 
14 18 15.54 1.523 

Real property 

price growth 
4.00 11.00 8.8889 2.26078 

 

 

 

 

  Bangladesh 

 

Real Interest 

Rate 
4.17 10.08 7.4478 1.98620 

Taxes on income, 

profit & capital 

gain 

15.85 27.62 22.7144 4.64970 

Lending interest 

rate 
13.00 16.38 14.4789 1.26759 

Real property 

price growth 
5.00 8.00 6.8889 1.16667 

 

 

 

 

       China 

Real Interest 

Rate 
-2.31 5.94 .9144 2.76284 

Taxes on income, 

profit & capital 

gain 

24.03 29.17 27.1656 1.76463 

Lending interest 

rate 
5.31 7.47 5.9711 .69124 

Real property 

price growth 
1.00 5.00 3.7778 1.20185 

 

 

 

 

        India 

Real Interest 

Rate 
-.48 6.87 4.0100 2.39111 

Taxes on income, 

profit & capital 

gain 

43.30 58.78 51.9267 5.61637 

Lending interest 

rate 
8.33 13.31 11.1644 1.52774 

Real property 

price growth 
3.00 6.00 5.0000 .86603 

 

 

 

 

      Iran 

Real Interest 

Rate 
-9.37 6.97 -2.3689 6.47077 

Taxes on income, 

profit & capital 

gain 

44.89 66.72 61.5311 6.91351 

Lending interest 

rate 
11.00 16.65 12.9611 2.10086 

Real property 

price growth 
7.00 9.00 8.1111 .78174 

 

 

 

 

     Pakistan 

Real Interest 

Rate 
-6.77 7.46 -.0544 4.69330 

Taxes on income, 

profit & capital 

gain 

27.74 38.54 34.4000 4.37792 

Lending interest 

rate 
7.26 14.54 12.0611 2.54351 

Real property 

price growth 
3.00 9.00 5.7778 1.92209 

 



International Journal of Advanced Scientific and Technical Research                  Issue 4 volume 2, March-April 2014          

Available online on   http://www.rspublication.com/ijst/index.html                                                     ISSN 2249-9954 
 

R S. Publication, rspublicationhouse@gmail.com Page 189 
 

In Bangladesh, the minimum value for the real interest rate is  4.17, the minimum value for the 

taxes on income, profit and capital gain is 15.85, the minimum value for the lending interest rate 

is 13.00 and the minimum value for the real property growth is 5.00.The maximum value for the 

real interest rate is 10.08,the maximum value for the taxes on income, profit and capital gain is 

27.62, the maximum value for the lending interest rate is 16.38 and the maximum value for the 

real property price growth is 8.00.The mean for the real interest rate is 7.4478, the mean for the 

taxes on income, profit and capital gain is 22.7144, the mean for the lending interest rate is 

14.4789,themean for the real property price growth is 6.88898.The standard deviation for the real 

interest rate is 1.98620,the standard deviation for the taxes on income, profit and capital gain is 

4.64970,the standard deviation for the lending interest rate is 1.26759 and the standard deviation 

for the real property price growth is 1.16667.  

In China, the minimum value for the real interest rate is  -2.31, the minimum value for the taxes 

on income, profit and capital gain is 24.03, the minimum value for the lending interest rate is 

5.31 and the minimum value for the real property growth is 1.00.The maximum value for the real 

interest rate is 5.94,the maximum value for the taxes on income, profit and capital gain is 29.17, 

the maximum value for the lending interest rate is 7.47 and the maximum value for the real 

property price growth is 5.00.The mean for the real interest rate is .9144, the mean for the taxes 

on income, profit and capital gain is 22.7144, the mean for the lending interest rate is 5.9711 and 

the mean for the real property price growth is 3.7778.The standard deviation for the real interest 

rate is 2.76284,the standard deviation for the taxes on income, profit and capital gain is 

1.76463,the standard deviation for the lending interest rate is .69124 and the standard deviation 

for the real property price growth is 1.20185.  

In India, the minimum value for the real interest rate is  -.48, the minimum value for the taxes on 

income, profit and capital gain is 43.30, the minimum value for the lending interest rate is 8.33 

and the minimum value for the real property growth is 3.00.The maximum value for the real 

interest rate is 6.87,the maximum value for the taxes on income, profit and capital gain is 58.78, 

the maximum value for the lending interest rate is 13.31 and the maximum value for the real 

property price growth is 6.00.The mean for the real interest rate is 4.0100, the mean for the taxes 

on income, profit and capital gain is 51.9267, the mean for the lending interest rate is 

11.1644,the mean for the real property price growth is 5.0000.The standard deviation for the real 

interest rate is 2.39111,the standard deviation for the taxes on income, profit and capital gain is 

5.61637,the standard deviation for the lending interest rate is 1.52774 and the standard deviation 

for the real property price growth is .86603. 

In Iran, the minimum value for the real interest rate is  -9.37, the minimum value for the taxes on 

income, profit and capital gain is 44.89, the minimum value for the lending interest rate is 11.00 

and the minimum value for the real property growth is 7.00.The maximum value for the real 

interest rate is 6.97,the maximum value for the taxes on income, profit and capital gain is 66.72, 

the maximum value for the lending interest rate is 16.65 and the maximum value for the real 
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property price growth is 9.00.The mean for the real interest rate is -2.3689, the mean for the 

taxes on income, profit and capital gain is 61.5311, the mean for the lending interest rate is 

12.9611 and the mean for the real property price growth is 8.1111.The standard deviation for the 

real interest rate is 6.47077,the standard deviation for the taxes on income, profit and capital gain 

is 6.91351,the standard deviation for the lending interest rate is 2.10086 and the standard 

deviation for the real property price growth is .78174. 

In Pakistan, the minimum value for the real interest rate is  -6.77, the minimum value for the 

taxes on income, profit and capital gain is 27.74, the minimum value for the lending interest rate 

is 7.26 and the minimum value for the real property growth is 3.00.The maximum value for the 

real interest rate is 7.46,the maximum value for the taxes on income, profit and capital gain is 

38.54, the maximum value for the lending interest rate is 14.54 and the maximum value for the 

real property price growth is 9.00.The mean for the real interest rate is -.0544, the mean for the 

taxes on income, profit and capital gain is 34.4000, the mean for the lending interest rate is 

12.0611 and the mean for the real property price growth is 5.7778.The standard deviation for the 

real interest rate is 4.69330,the standard deviation for the taxes on income, profit and capital gain 

is 4.37792,the standard deviation for the lending interest rate is 2.54351 and the standard 

deviation for the real property price growth is 1.92209. 

In Afghanistan the value of multiple R is .675, the value of multiple R square is .455 and the 

value of adjusted R square is .128. The probability of F value is 10.391 that suggest statistical 

significance, the value of t is 9 and significance is .000. These values demonstrate the significant 

relationship between independent variables real interest rate, tax rate and lending interest rate 

whereas dependent variable includes real property price growth in housing market of 

Afghanistan. 

In Bangladesh, the value of multiple R is .416; the value of multiple R square is .173. The value 

of adjusted R square is-.323, the probability of F value is 10.391, the value of t is -.049 and 

significance is .793. These values demonstrate the insignificant relationship between independent 

real interest rate, tax rate and lending interest rate whereas dependent variable includes real 

property price growth in housing market of Bangladesh. 

In China, the value of multiple R is .722, the value of multiple R square is .521, the value of 

adjusted R square is .233, the probability of F value is 36.811, the value of t is 9.155 and 

significance is .000 that suggests statistically significant relation between independent variables 

real interest rate, tax rate and lending interest rate whereas dependent variable includes real 

property price growth in housing market of China. 

In India, the value of multiple R is .441, the value of multiple R square is .195, the value of 

adjusted R square is -.288, the probability of F value is .403, the value of t is 1.382 and 

significance is .757 that suggests statistically no significant relation exist between independent 



International Journal of Advanced Scientific and Technical Research                  Issue 4 volume 2, March-April 2014          

Available online on   http://www.rspublication.com/ijst/index.html                                                     ISSN 2249-9954 
 

R S. Publication, rspublicationhouse@gmail.com Page 191 
 

variables real interest rate, tax rate and lending interest rate whereas dependent variable includes 

real property price growth in housing market of India. 

TABLE NO. 2 REGRESSION ANALYSIS  

 Afghanistan Bangladesh        China         India       Iran    Pakistan 

Multiple R .675 .416 .722 .441 .329 .648 

Multiple R 

square 

.455 .173 .521 .195 .108 .420 

Adjusted R 

square 

.128 -.323 .233 -.288 -.427 .072 

F  10.391 .348 36.811 .403 .202 17.208 

T 9 -.049 9.155 1.382 .875 5.36 

Significance  .000 .793 .000 .757 .891 .000 

 

In Iran, the value of multiple R is .329, the value of multiple R square is .108, the value of 

adjusted R square is -.427, the probability of F value is .202, the value of t is .875 and 

significance is .891 that suggests no statistical significance relation exist between independent 

variables real interest rate, tax rate and lending interest rate whereas dependent variable includes 

real property price growth in housing market of Iran. 

In Pakistan, the value of multiple R is .648, the value of multiple R square is .420, the value of 

adjusted R square is .072, the probability of F value is 17.208, the value of t is 5.36 and 

significance is .000 that suggests statistically significant relation between independent variables 

real interest rate, tax rate and lending interest rate whereas dependent variable includes real 

property price growth in housing market of Pakistan. 

CONCLUSION 

The study ascertains that the economic elements like interest rate, taxes on income, profit and 

capital gain; lending interest rate ensures an impact on productivity and growth of real estate 

property markets. The researcher observed that taxes on income, profit and capital gain influence 

the economic growth of the country. Interest rate fluctuations affect the prices or growth of the 

housing markets. Researcher also observed that the effect of economic factors on Afghanistan, 

china and Pakistan is significant. Thus the financial stability plays a vital role in the growth of 

the economies.  

The researcher does not have enough time to carry out in-depth study. Another limitation for 

narrowing of the research study is the lack of resources available to the researcher. Future studies 

can also be reviewed by inspecting the effect of other economic factors like unemployment, GDP 

per capita and inflation rate on housing markets.   
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