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3 Error Correction Model
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2 Jarque-Bera Test
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Abstract

In this study, using a multi-stage computational model and error correction method, an attempt has been
made to examine the effects of financial, housing, and asset markets on per capita consumption
expenditure within the framework of the Ando-Modigliani life cycle hypothesis in the Iranian economy
during the years 1991-2023. The aim of this paper is to identify financial and asset markets that affect
per capita consumption using an innovative method called general to specific Henry’s approach in the
Iranian economy. According to the results, in the short run, the variables of per capita income, per capita
financial assets, the number of real estate residential units, and the price per square meter of housing in
metropolitan areas have had a positive effect, while the foreign exchange and stock markets have had
a negative and significant effect on per capita consumption expenditure. Also, in the long run, the
variables of per capita financial assets and the number of residential units have a positive effect, and
per capita consumption expenditure has a negative and significant effect on per capita consumption
with a lag. The results of the estimates indicate that any price jump in the foreign exchange and stock
markets significantly reduces individual consumption expenditure in the short run. And the liquidity
from reduced consumption spending has flowed into the stock and currency markets. This result is in
line with the Ando-Modigliani life cycle hypothesis, indicating the desirability of reducing
consumption, increasing savings, and investing in the stock and currency markets. It is also observed
that in the Iranian economy and during the period under review, an average of 0.74 of the amount of
savings was allocated to increasing financial assets and 0.26 to the housing sector.
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