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Relevance & Motivation
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i Only few articles address the current state of real estate market in Russia, the economic drivers for pricing and the effect of |

preferentlal mortgages. As well, even fewer apply empirical analyses. |

Macroeconomic, demographic, income, mortgage pricing factors are the important determinants of housing demands and consequently real
estate prices (Whitehead and Williams, 2011).

The efficiency of government regulation is highly influenced by adequate economic instruments, a legal framework, and effective enforcement in place

Policymakers might use this information to design effective regulations and incentives to support affordability and market stability

Real estate prices influence investment decisions and development strategies

The understanding of price determinants might help investors and developers make appropriate choices, impacting urban planning, infrastructure, and economic growth

The effect of the preferential morfgage program introduced in 2020 on real estate prices in Russia is important for policy evaluation

Assessing the program's impact might help policymakers to determine its effectiveness. They can use this information to improve existing policies or design new ones to better support housing affordability
and market stability




Research problem & Motivation

/"f %'\
/ The tasks of the paper are the following: N

L

Core hypothesis: the macroeconomic factors explain the
- to find and analyse the literature exploring determinants of primary real '

volatility in residential real estate prices in Russian regions.
estate prices and investigating techniques to detect bubbles;

Furthermore, the effect of the preferential mortgage ) ) )
- to make hypotheses about the relationship between macroeconomic

programme on the degree of their impact and the state of real
factors and residential real estate prices in the primary segment and
- about the potential existence of bubbles in the Russian regions’ markets;

- to define the methodology for testing the proposed hypotheses;

estate market as a whole is significant.

Object - the primary residential real estate in the regions of : i
bj By I eg! - to prepare the appropriate for the analysis dataset;

Russia .
- to construct regression models on panel data and GSADF tests to

Subject - the relationship between macroeconomic factors and :
examine the proposed hypotheses;

the price of primary residential real estate in the Russian : ) LR A
- to compare the obtained results with the existing literature on the sphere

regions
of research; |

\ /
Y= to identify limitations and areas for further research /
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Novelty

Theoretical contributions

-  Only few articles address the current state of real estate market, the
drivers for pricing and the effect of preferential mortgages. Most of the
researchers pay attention to the investigation of the influence of the
physical characteristics of real estate on its prices

- The papers in most cases apply illustrative analysis or simple
regression models, which casts doubt on the conclusions they come
to. Therefore, the academic novelty is also based on the methodology
that we apply in this research.

- Due to the lack of detailed research on Russian regions, the choice
of regions instead of Russia as a whole or Moscow market can be

considered as novelty

Practical contributions

It is worth understanding, which factors influence prices, what the
situation in the market is going to be and whether there is a bubble in
the market and soon it will explode. This research allows us to make
more economically rational decisions, make effective investments
and reduce time and material costs

The construction of financial models for developers’ projects implies
forecasting of real estate prices, which in most cases are constructed in
line with the forecasted inflation

The research might help developers to make appropriate strategies in
line with current economic conditions as well as decisions regarding the
entering new regions as it identifies the overheated markets

Having detailed insights about price determinants and their change over
time will be helpful for the policymakers to develop appropriate

framework



Literature Review (1/3) — Determinants

Author(s) Sample Object & Indicators Results
Mohan et. al (2019) 2000 - 2017 House Price Index (HPI) DJIA + Interest rate —
US market 30-year mortgage interest rate (IR), Consumer Price Index CPI + Unemployment rate —
(CPI), Dow Jones Industrial Average (DJIA), and HPI +

unemployment rate (UR)

Savva (2018) 2005-2016 House Price Index (HPI) Population + Lending rate —
24 countries Population, Unemployment, Growth, Stock Retumns, Economic growth + Unemployment rate —
Construction Cost, Inflation Rate, Lending Rate Stock returns + Population %
Inflation +

Construction cost +

Ding (2022) 2005-2020 House Price Index (HPI) Stock growth + Mortgage rate —
US market Population, Stock Price, RGDP, Mortgage Rate, Economic growth + Unemployment rate —
Unemployment Rate Population growth ¥
Engerstam (2021) 1996-2018 Sweden cities  Apartment prices Population + Mortgage rate -
19902018 German cities Population, Apartment stock, Disposable income per Disposable income + Unemployment rate —
capita, Mortgage interest rate, Unemployment rate Apartment stock — +

The reactions of the same factors are smaller in Germany than in Sweden.




Literature review (2/3) - bubbles

Author(s) Sample Object & Indicators Results
Wang et. al (2018) 199504 - 201503 Home value index Consumer sentiment + Mortgage interest rate —

Australian market Mortgage interest rate, Average weekly earnings, Stock market index + Unemployment rate —
AU S&P/ASX 200 stock market index, Sentiment Index, Population, Average weekly earnings ¥
Unemployment rate, Population, Inflation Long-term equilibrium; short-term changes self-comrect over the long

ferm === no bubble in the market
Asal (2019) 1986Q1-20160Q4 Real house price REER + Mortgage rate —

Sweden market Aggregate household real disposable income, morigage Disposable income + Housing stock —

rate, real effective exchange rate, housing stock, Population, real housing debt, rent %

unemployment rate, population, real household debt, and  Disequilibrium in the short-run is corrected over time, but can take decades
rent to return to equilibrium ™= market is likely to be in a bubble

P e e, e i, e e e e i, e e, e e, e, e R, i e e, s i B e B, S e e i,

i VECM: highly sensitive to model specification, requires data to be integrated of order 1 and to be cointegrated and as well, is limited in real-time monitoring and early detection of i
emerging bubbles in the housing markets :
i GSADF is a better methodology than the VECM for identifying bubbles, particularly in real estate markets, for the following reasons: ability to detect multiple bubbles, real-time monitoring :
capabilities, better handling nonlinear dynamics and straightforward interpretation (Bertelsen, 2019; Ahmed et al., 2021). :

Ahmed et al. (2021) 1972-2018 House prices Multiple episodes of the bubbles in the house prices for the three strands of

Pakistan analysis : annual and quarterly (two episodes) and monthly (three periods)
Cevik and Naik (2023) 1994-2022 House price Prices: bubbles in all the major cities and at the national level (coincides
Lithuania Price-to-rent with the period of the COVID-18 pandemic)
Price-to-rent ratio: only in one city and also during the pandemic
Sobieraj and Metelski 2006Q3-2021Q1 House price Prices: signs of explosive behaviour in most of the investigated cities

(2021) Polish cities Price-to-income Price-to-income ratio: explosive behaviour only in the 2 cities




Literature review (3/3) —

Russian market

Petrova (2023) : illustrative analysis (Moscow and Moscow Region)

Key rate, the volume of mortgage debt, the volume of consumer loans, the mortgage rate, demand, income, the cost of housing, the annual volume of housing commissioning, level

of debt burden of construction companies

Kolmakov et al. (2022) divide the history of the modern housing market into two periods: from the turn of the century till 2013 and from 2013 till the 1Q2021. The first period - the inflation of
the bubble, the second period - a cooling state. In the first period - the investment demand for housing and "self-fulfilling expectations". In the second period - the traditional demand for

housing. However, they did not construct any econometric models

Author(s) Sample Object & Indicators Results
Salnikov and Mikheeva 2010 - 2016 Residential real estate price Level of income and economic condition
(2018) Moscow market Macroeconomic factors USD/RUB exchange rate + (monthly rm}delsﬂ‘
Real estate market indicators Urals crude oil (in dollar terms) +, Construction costs + (yearly models (dollars))
Housing lending indicators USD/RUB exchange rate +, Construction costs + (yearly models (rubles))

Nikitina (2023) 1Q2000-2Q2012

Russian market

Tripathi (2019) 1970 — 2017

43 countries (with Russia)

Income level indicators

The real price of oil (oil) - exogenous variable Oil price shock + Real interest rate shock -
Endogenous variables: real GDP, real interest Uncertainty shock +

rate, housing price index, uncertainty index

House price Rent, Price-to-income ratio, Price-to-rent ratio, Urbanisation, GDP, Population age
Rent, Price-to-income ratio, Price-to-rent ratio, structure, Inflation, Broad money, Real effective exchange rate +

Urbanisation, GDP, Population age structure, Employment in services —

inflation, Broad money, REER, Employment in  Interest rate 3%

services, Interest rate
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Hypotheses development (1/2)

= H1: The unemployment rate, economic uncertainty, USD/RUB exchange rate, IMOEX price and oil price are significant factors determining
residential real estate prices.

- H1.1. Unemployment rate has a slight negative significant impact on residential real estate prices in both periods investigated (Tripathi, 2020).

- H1.2. Economic uncertainty has a positive significant relationship with prices in both periods investigated (Nikitina, 2023)

- H1.3. USD/RUB exchange rate has a slight positive relationship with residential real estate prices in both periods investigated (Salnikov and Mikheeva,
2018)
H1.4. IMOEX price is a significant positive driver of the changes in the real estate prices (Ding, 2022)

- H1.5. Urals price is a significant positive driver of real estate prices (Salnikov and Mikheeva, 2018)

- H1.6. There is a significant negative relationship between residential real estate prices and interest rate on deposits

= H2: Across periods investigated it is supposed that the degree of impact of mortgage rate and income on real estate prices will be different.
- H2.1. Mortgage rate has a significant negative influence on residential prices. However, due to the appearance of preferential mortgages in 2020 in the
second investigated period the degree of influence of the weighted average mortgage rate on the real estate prices is higher.

- H2.2. Income has a strong positive impact on the residential real estate prices, however, its effect is less in the second investigated period.
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Hypotheses develo'pment (2/2)

Region Jan. 2016 Dec. 2023 Change, %

Moscow 118 687 294745 148
Saint-Petersburg 82 734 222 383 169
Voronezh Region 43 643 100 696 131

Volgograd Region 40 692 94 743 133
Rostov Region 46 371 116 917 152

Republic of Bashkortostan 50 224 121949 143
Republic of Tatarstan 53110 145 831 175
Perm Region 48 901 120717 147

Nizhny Novgorod Region 61 840 137723 123
Samara Region 45 176 104 264 131
Sverdlovsk Region 65743 126 838 93
Chelyabinsk Region 40 738 94 797 133
Krasnoyarsk Region 50 814 119756 136
Krasnodar Region 44 451 171573 286
Novosibirsk Region 53472 122016 128
Omsk Region 42 381 119077 181

Region Jan. 2016  Nov. 2023 Change, %

Moscow 1.97 226 148
Saint-Petersburg 1.96 234 191
Voronezh Region 1.84 1.81 (1.9)
Volgograd Region 1.75 1.88 T2
Rostov Region 1.98 215 a7

Republic of Bashkortostan 2.02 209 39
Republic of Tatarstan 1.90 217 146
Perm Region 1.79 1.91 7

Nizhny Novgorod Region 2.48 244 (1.6)
Samara Region 1.75 1.83 48
Sverdlovsk Region 219 1.87 (14.9)
Chelyabinsk Region 1.40 152 9
Krasnoyarsk Region 1.43 1.50 4.3
Krasnodar Region 1.76 3.01 711
Novosibirsk Region 2.M 1.86 (7.6)
Omsk Region 1.64 203 236

H3. Some of the regions investigated tend to be in a bubble, to be exact, Moscow, Saint Petersburg, Republic of Tatarstan, Krasnodar and Omsk Regions.

The greatest dynamics is observed in the Krasnodar Region (71%)
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Data (1/2)

Russian regions, that include the million-plus cities : Maoscow, Saint-
Petersburg, Voronezh Region, Volgograd Region, Rostov Region,
Republic of Bashkortostan, Republic of Tatarstan, Perm Region, Nizhny
MNovgorod Region, Samara Region, Sverdlovsk Region, Chelyabinsk
Region, Krasnoyarsk Region, Krasnodar Region, Novosibirsk Region,
Omsk Region

The sample period: 2016 — 2023, monthly data.

13 Krasnodar
14. Wonmnech
15 Parmi
18 voigngead

L]

L ]

L]
L] & -
4
®
a® o 7
- e
3

VARIABLE NAME  UNITS DESCRIPTION SOURCE
PRICE local currency (rub) The price of residential real estate in =~ Sberindex
the primary market
SALARY local currency (rub) The average salary accrued and Rosstat
received by the employees
USD/RUB local currency (rub) USD/RUB exchange rate Investing.com
UNEMPLOYMENT % Unemployment rate in Russia Investing.com
UNCERTAINTY - Uncertainty index that measures Economic
policy-related economic uncertainty Policy
for Russia Uncertainty
DEPOSIT % Weighted average depositinterest Central bank
rate
MORTGAGE %% Weighted average morlgage rate Central bank
secured by equity participation
agreement
URALS ushD The average price of Urals crude wil Investing.com
IMOEX lecal currency (rub) The values of the Moscow Stock Investing.com

Exchange index




Data (2/ 2)

Vaiiabla Mean Std. Dev. Min Max Observations
Price overall 7847213 43818.06 36764 294745 N= 1536
betwesn 33093.01 51638.29 182906.9 n= 16

within 29877.3 6408 257 181310.3 T= 08

Salary overall 46011.23 20279 .56 23229 218637 M= 1536
between 164125 35303.79 99048.7 n= 16

within 12589213 7124.13 1655995 T= 96

Mortgage overall B.055423 2438841 2.47 1244 N= 1536
betwesn 1549326 76575 8.286354 n= 16

within 243422 2627819 1239782 T= 098

IMOEX overall 2E23.616 582.2815 1840.17 4150 M= 1536
between 0 2623 616 2623616 n= 16

within 582 2815 1840.17 4150 T= 96

Deposit overall 6478437 153752 4.06 1083 N= 1536
between 0 6478437 6478437 n= 16

within 1.53752 4.086 30590 T= 06

UsSD RUB overall 69.28373 10.13389 51.45 97.9675 N= 1536
= between 0 6928373 6928373 n= 16
within 10.13389 51.45 97 9675 T= 96

Uncertainty overall 3405274 185.0986 55 0955 9641407 N= 1536
betwean ] 3405274 340.5274 n= 16

within 185.0986 55 0955 9641407 T= 06

Unemployment overall 473125 B723401 29 6.4 M= 1536
betwesn 0 473125 473125 n= 16

within B723401 29 6.4 T= 06

Urals overall 61.35083 1526214 15.11 498.03 N= 1536
between 0 61.35083 61.35083 n= 16

within 1526214 15.11 898.03 T= 06

FRegiDns: 16

: Observations: 1 536
1 Years: 2016 — 2023
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Methodology

First two groups of hypotheses - several panel data models
Construction of panel data models: Fixed Effects Model and Random Effects Model
In(Price);= a + [, In(Nominal salary); + [; In(Mortgage rate); + (3 In(Urals ); + B, In(Uncertainty); + s d.In(IMOEX), + B; In(USD/
RUB); + f; d.(Unemployment), + [ d.(Deposit rate);
The problem of high multicollinearity has been detected

Parsimonious models were built

A dummy variable for the identification of period was applied, which takes two values — 1 if the period is from 2016 till March 2020 and 2 - for the period
from April 2020 till 2023 to capture the changes in the real estate market - the introduction of preferential mortgages

The last hypothesis about the existence of bubbles we apply the Generalised Supremum Augmented Dickey-Fuller (GSADF) test, proposed by Phillips et al.
(2015), which is a widely used econometric method for detecting explosive behaviour and multiple bubbles in time series data, particularly in the context of real
estate markets.

Two variables — price and price-to-income ratio




Results (1/6)

RE modal RE model RE maodel RE model RE model Variabie VIF_ G S saiwatod i I .
m (specification 1)  (specification 2) (specification 3) (specification 4) In_salary 1085.75 -1 s not rejected (Unempioyment)
= H1.2.is not rejected (Uncertainty)
Variables Coaf. Coaf. Coaf. Coaf. Coaf. iR Lt H13. i i d (USD/RUB
T T In_Urals 211 64 .3. is not rejected ( )
LniSelary) (0.0477) (0.0330) In_uncert 172.57 * H1.4.is rejected (IMOEX)
R £0.1206™* 0.1826™ -0.3875 -0.1064 £.0209 In_mortgage 45.75 = H1.5.is not rejected (Urals)
(0.0190) (0.0273) (0.0378) (0.0263) (0.0218) d.unemp 1.14 = H1.6. s rejected (Deposit rate)
00410 0. 0667 -0.3480"" -0.0504™ 01031
PiLinemploymeng d.deposit 1.05
(0.0067) (0.0090) {0.0178) (0.0063) {0.0095) din IMOEX 1.03
Ln{Uneertainty) AR s Mean VIF 301.88
(0.0069) (0.0137)
0.0091"* 00306 0.04107 ifi = ifi i L
5 - Specification 1: Specification 2:
QLINZS) LILIE, L Salary — significant (positive) Uncertainty — significant (positive)
0.3616™* 0.3499" -0.6889"™ i : i o
Ln{Mortgage) (0.0405) (0.0367) (0.0220) Unemployment— significant (negative) Unemployment- significant (negative)
e v 0.2831%* 0.6301™ IMOEX price — significant (negative) IMOEX price — significant (negative)
- {0.0553) (0.0474) Mortgage rate — significant (negative) Deposit rate — significant (positive)
0.0829°" 0.3882"
Bl 0.0135 0.0206 PP e
g1.0755) §1.0208)) Specification 3: Specification 3:
Observations 1 536 1538 1 536 1 536 1 536 et . S e e 3 e
e s AT aaemt e T . o Urals price — significant (posifive) U UE — significant ( positive)

Unemployment — significant (negative) Unemployment — significant (negative)
IMOEX price — significant (negative) IMOEX price — insignificant
Deposit rate — significant (positive) Mortgage rate — significant (negative)




Results (2/6)

RE (All) RE (Group 1) RE (Group 2) RE (Group 3)
Variables Coef. Coef. Coef. Coef.
0.8164= 0.Bap3* 0.844 7+ 08016
Ln(Salary)
(0.0330) (0.0871) (0.0320) (0.0736)
-0.1826+ -0.0808** =0.0541*** -0.0576
D{Unemployment)
(0.0273) (0.0185) (0.0063) (0.0234)
-0.0667 -0.4265%* 0. 2574*** -0.2856%"
Ln(Mortgage)
(0,000 (0.0455) (0.0352) (0.0795)
-0 3499 -0.2840** -0.1305*** 04742+
D{Ln{IMOEX_price)
(0.0367) (0.0694) (0.0210) (0.0419)
Observations 1 536 480 672 384
Overall R2 0.8181 0.9108 0.7257 0.7639

Group 1 - Moscow, St Pefersburg, Republic of Tatarstan, Krasnodar Region and

Omsk Region

Group 2 - Volgograd Region, Rostov Region, Republic of Bashkortostan, Perm

Region, Samara Region, Chelyabinsk Region and Krasnoyarsk Region

Group 3 - Voronezh Region, Nizhny Movgorod Region, Sverdlovsk Region and

Movosibirsk Region

Salary — significant (positive)
Unemployment= significant (negative)
IMOEX price — significant (negative)
Mortgage rate — significant (negative)



Results (3/6)

RE model
Variables Coef.
period#c.In_salary
1 0.7
(0.0381)
2 0.9007
(0.0508)
period#c.ln_mortgage
1 0.1816**
(0.0628)
2 -0.3927
(0.0363)
-0.0295*
d.unemp
(0.0132)
d.In_IMOEX —
(0.0281)
Observations 1536

Overall R? 0.8322

Period 1:

Salary - significant (positive)
Unemployment— significant (negative)
IMOEX price — significant (negative)

Mortgage rate — significant (positive)

= H2.1. is partly not rejected
s H2.2. is partly not rejected

Period 2:

Salary — significant (positive)
Unemployment— significant {negative)
IMOEX price - significant (negative)

Mortgage rate — significant (negative)
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Results (4/6)

Woronezh Region

Diafi-atareping scploni basbunior of price, B5.50F tel

Moscow
Crafe-aiarrping espkaive behurior o price, B5A0F i

Saint-Petersburg
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Volgograd Region

Dhwi-aimrrping sopioaive betondor o price, B5.A0F i

Rostov Region
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Republic of Bashkortostan
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Perm Region
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Results (5/6)

Voronezh Region Moscow Saint-Petersburg Volgograd Region Rostov Region Republic of Bashkortostan

D i ping s plevsive basfurdion of (i ow_ineorms, B AOF et Coate- s arvping sploain baburdor of prics_incore s BSADE taa it o i s ol . v of priess_jrecorra, BSA T ot i 2w i i s b i o pel e _ire s, BSADF i i 277 g s e s b of pricw_ine o, BUSA T et Cots-shmrmping msploal s bsborvior of prics_incoems, BSALT tai
— A - agDER] o g T — S - D] o g | A AT Y = RREADE o g DV e gl D w EHECHEY o s O — EEE - G - g Cp
Republic of Tatarstan Perm Region Nizhny Novgorod Region Samara Region Sverdlovsk Region Chelyabinsk Region

Conteraimrrpi g splostiva basbund o of prics_incom s, 05 A0 mat l Dﬁ-—-ﬂmqﬂmﬂ-ﬂrﬂmmﬂu Coste-wswrrpirg aspleaive ks of prics_irener o, B 807 e Dot -mimre ey ars fl cosives bssusey i o p ow_inerarme, BSACT O vy sl . oo of pris_jrevors, BSACT wai Coses-n wrepirsg spleai bahsrdes of prics_ireeee s BSADT jast
— I s i DEE o gl O — A - gl D] e o e O — RIALF - ATV - g D — EADF = g VIR - gl D] =l gl O gkl — ALY = i CYEEN e gl O
Kmsnoyarsk Region Novosibirsk Region Omsk Region Krmsnodar Region
Cram-a T i g scpbon v besund o of pacs_incorms, 5500 i I mﬂ-mwmﬂmu ot pireg sl cottvs bssuior of pal os_incorms, 055 AT wart o o repineg s kol . b of prics_incomas, B5ALT et
e i ey o - iy oy o =

= EMADF S IOV g O OE S gHATEE o apHaT e




Results (6/6)

iz -
IKCTaTH{;THKa aa 2023 rog, koTopyt npueogAT LleHTpobank H\'- [ Mokasatens MPOCPOYEHHOW 3a00MMEHHOCTH OCTAETCH HU3KUM, NMO3TOMY

1 MuHwncTepcTeo chmHancoe Poccum, YETKO M 0OHO3HEYHO FOBODKT O TOM, YTO roBOPUTE O Ny3kipe noka He npuxoautcs. Bank Poccun npeanpuHUMaeT maccy

HWUKEKOID WNOTEYHOro Ny3kipA Ha POCCMACKOM phIHKE He NpedBuaMTeA. 370 Mep [N CHUHEHUA PUCKOB HaayBaHus ny3sips. B Tom ducne ywecTouvaer [KI,

NOATBEPHAAET U HEBLICOKMIA YPOBEHL 3aKPeaMTOBAHHOCTH HACEMeHUsA, 1 NOBLILLAET MaKpONpyAeHUManksHbe TpeboBaHMa No MNOTEYHEIM KpeauTam,

HM3KaA ONA NPOCPOYEHHOW 3a00MKeHHOCTH ¥ ﬁDHTpﬂﬂHDFET OBWCTBUE NBFOTHBIX NPOrpamMm

Cepren Pazyeaes, AMPeKTOp KOHCANTUHIOBOK KoMmnanumn GMK Hatanus MNbipseea, aHanuTtuk ®F aPuHam»

'“/Frrcm Ny3bipA HA PhIHKE HEOBWKWMOCTM OCTAKTCA HU3KWMK: MUHMMankHan A 3 My3bIpA Ha PbIHKE HEABMMMMOCTH HET M3-33 OTCYTCTBMA ByMa MHBECTULMOHHOH

OOMNA NPOCPOYEeHHLIX KpeguToB, HebonbL an 4OMA UNOTEYHON NOKYMKKM ¥ MNbA. BONbIUEA YaCtTh MUALA NOKYNAETCA 4R YA0BNETBOpeHUA noTpebHocTe i

3afomKkeHHoCTH oT BBIM, nokynka #uMnes npermMyllle cTBe HHO AnA cemei. MnoTeyHbld NAaTex NOCMALHLIA. B cpegHem CeMmbA TPATHMT Ha MNOTEYHBIRA

EDE‘G’TB’EHHGFD npDJICHBEHHH nnaTew MeHbLUE YETBEDTH CBOMX O0X000B. To ecTe 3TO DoBONBHO NOM{prTHhIF‘I

YDOBEHB, M OH NOKa HE NOAPpa3yMeEBaeT, UTO Mbl Haxo4WMCA B HEE,B,OPDBDF! I0HE |

e : e _ iz na ol e e 2

BukTtopua Knptoxuna, akcnept eluad. AHanntmrn» Aptém Pegopro, Npencenartens npasneHua Banka JOM.P®
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Conclusion

L~

i

¥ The results have confirmed that all the investigated macroeconomic variables are significant determinants of real estate prices
¥ The most substantial effect can be seen from two variables — nominal salary (positive effect) and weighted average mortgage rate (negative effect)

¥ Uncertainty index, deposit interest rate, USD/RUB exchange rate and Urals price have also been found significant positive drivers of residential real estate prices.

¥ On the contrary, IMOEX price and unemployment rate have a significant negative impact

M

¥ It has been found that the preferential mortgage programme has significantly changed the degree of exposure of the mortgage rate an the price

-
¥ Krasnodar Region has suffered from the highly explosive behaviour of prices. Explosive behaviour has been detected in other regions only when investigating the

residential prices themselves




Contribution & Implications

The study extends the existing literature regarding the analysis of determinants of residential real estate prices in Russian regions and addresses the gap in understanding the

effect of the preferential mortgage program on the extent of their influence. Furthemore, in this paper the GSADF tests are employed for detecting "overheated” markets.

The results of the study may be relevant for authorities in order to strategically plan the development of the real estate market and apply appropriate regulation, for developers,

real estate agents and consumers, and will allow them to make economically rational decisions, make effective investments and reduce time and material costs.

Some limitations in our research that could be covered in future papers:

» The study covers only 16 key regions, therefore, the sample could be extended

» The investigation and comparison of results on the countries’ level could be done in further research (for example with the Chinese market or other BRICs countries’ markets)
* The results of GSADF test could be compared to other methods of identification of bubbles



