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Abstract

This study examines why monetary policy at the national level can have vastly
different effects on appreciation rates of single family houses across metropolitan statistical
areas (MSAs). The study employs Case/Shiller monthly house price index data for 19
MSAs from 1992:06 to 2014:12 and FHFA quarterly house price index data for 94
MSAs from 1992:3 to 2014:4. We model the importance of MSA-specific demand and
supply characteristics through a set of interaction terms between these factors and
monetary policy. The empirical analysis is cast in terms of a state-space approach with
a stochastic trend component to absorb the impact of omitted variables. Robustness
checks use panel data estimators with interaction terms. A lower federal funds rate is
associated with home price run-ups in MSAs that are characterized by higher demand
and tighter supply conditions.

T Corresponding author: Swiss Institute of Banking and Finance (s/bf), University of St.Gallen, St. Gallen,
Switzerland and Research Associate at the Centre for European Economic Research (ZEW), Mannheim,
Germany; Phone: 41 (0)71 224 7055; Fax: +41 (0)71 224 7088; Email: roland.fuess@Qunisg.ch.

¥ Department of Finance, Accounting and Real Estate, EBS Business School, EBS Universitit fiir
Wirtschaft und Recht, Gustav-Stresemann-Ring 3, D-65189 Wiesbaden, Germany; Middle Tennessee State
University, Murfreesboro, TN, USA; email: joachim.zietz@gmail.com.



STATA input code

x Table 2 — Model (3) — lag 8
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*+ Table 4 — lag 8
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Table 6 — lag 8
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*+ methods for small N and large T
* quadratic time trend
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* common AR(1)
* no correlation or heteroskedasticity allowed across panels

xtregar dln_p L8.1 ff L8.1 ff ud L8.1 ff pg L8.1 ff gl t t2 if tin(1992m5,2008ml12), fe

* common AR(1)
*+ standard errors corrected for heteroskedasticity and correlation across panels

xtpcse dln_p L8.1 ff L8.1 ff ud L8.1 ff pg L8.1 ff gl t t2 if tin(1992m5,2008ml12), corr(arl)

x panel specific AR(1)
*+ standard errors corrected for heteroskedasticity and correlation across panels

xtpcse dln_p L8.1 ff L8.1 ff ud L8.1 ff pg L8.1 ff gl t t2 if tin(1992m5,2008ml12), corr(psarl)

x panel specific AR(1)
*+ standard errors corrected for heteroskedasticity across panels

xtgls dln_p L8.1 ff L8.1 ff ud L8.1 ff pg L8.1 ff ql t t2 if tin(1992m5,2008ml2), corr(psarl) ///
panels (heteroskedastic)



