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Abstract
Real housing prices in Sweden have roughly doutiiedast 15 years. The rise in housing prices has
coincided with a rise in household debt, sparkirpate about both the presence of financial
imbalances in the Swedish economy and the macroeuoneffects that a correction of these
imbalances would have. In this paper, we condugtiantitative assessment of the macroeconomic
effects of a considerable decline in housing pricgiag a Bayesian VAR model. Results show that a
20 per cent drop in housing prices would lead teaession-like impact on household consumption
and unemployment. The impact would be even gréfafi@iing housing prices coincided with a global
economic downturn. This information should be ub&bupolicymakers. If a fall in housing prices
were to materialise, more expansionary stabilimagiolicies would be motivated in order to dampen

the effects on the real economy.
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