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development. Using Dynamic Ordinary Least Squares (DOLS) on annual
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1. Introduction

Iran’s persistent political, social, and economic volatility exposes the country to
financial instability, and sharp swings in housing prices regularly strain society.
Because housing absorbs a large share of household budgets, any difficulty in securing
adequate accommodation intensifies economic pressure and can trigger social harm.
Among the forces that influence these dynamics, social capital—defined as the trust,
norms, and networks that foster cooperation—plays a pivotal role: high inequality
weakens social interactions, erodes trust, and ultimately affects market behaviour.
Housing prices, meanwhile, often fluctuate not only in response to fundamentals but
also to speculative activity, so pinpointing the true drivers behind price surges is
essential for sound policy. Existing theories suggest that the link between social capital
and housing prices may vary by context, yet no prior study has explored this
relationship in Iran. Accordingly, the present research asks whether shifts in social
capital can help explain changes in Iranian housing prices.

2. Research method and data

Saikkonen (1992) and Stock and Watson (1993) introduced the Dynamic Ordinary
Least Squares (DOLS) method as an enhancement of the traditional Ordinary Least
Squares (OLS) approach. The term "dynamic" refers to the method’s ability to account
for the temporal pattern in how the dependent variable responds to changes in the
independent variables over time. DOLS was developed to address issues arising from
random trends in time series data and to provide a reliable estimation technique for
relationships among variables that exhibit such trends. The cointegration relationship in
the DOLS model is expressed as follows:

Y = Xt’ + Dlt'j/l + z Axt+j’5+vlt

j=—qa

3. Analysis and discussion

The model estimation results indicate that social capital, gold price, exchange rate, and
economic growth significantly affect housing prices in Iran at the 5% significance level,
while the total stock index does not have a significant impact. Social capital and the
exchange rate exert a negative influence on housing prices, with the social capital
coefficient estimated at -0.43. Conversely, gold price and economic growth have
positive effects on housing prices. The positive relationship between gold price and
housing suggests that as gold values rise, individuals tend to invest more in other safe
assets like housing. During economic crises or market volatility, gold and housing often
serve as safe investment havens. The exchange rate (dollar) also shows a significant
negative effect on housing prices. Economic growth, representing overall welfare and
income levels, positively and significantly correlates with housing prices, reflecting that
higher income and improved living standards increase demand for housing.
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4. Conclusion

Housing prices are a key economic indicator that significantly influence social welfare,
wealth distribution, and economic sustainability. Consequently, accurate analysis and
continuous monitoring of housing prices are crucial for policymakers, urban planners,
and economists to develop effective strategies that stabilize the market and improve
access to adequate housing. Social capital—a fundamental concept in social and
economic sciences—plays a vital role in sustainable development and enhancing
individuals’ quality of life. It encompasses social networks, norms, and mutual trust
among community members, which facilitate cooperation and coordination. Beyond
interpersonal relationships, social capital also impacts the performance of social,
economic, and political institutions. The relationship between social capital and housing
prices is therefore an important area of inquiry in urban and economic research. This
study aims to examine the effect of social capital on housing prices in Iran from 1991 to
2022 using the Dynamic Ordinary Least Squares (DOLS) method. The findings reveal
that social capital and the exchange rate (USD) have a significant negative impact on
housing prices, while increases in gold prices and economic growth contribute to rising
housing prices. Additionally, the total stock index was found to have no significant
effect on housing prices.
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