Economic Project 2 Proposal 

1. Provisional Title: An economic forecasting of a recession caused by a potential collapse in the London housing market. 
Research question: To what extent a potential collapse in the London housing market would affect the UK economy?

2. Agreed supervisor: Professor Haroon MUMTAZ

3. General Objectives: The main objective of this project is to show that a collapse in the London housing market would create a recession in the UK, taking into consideration the US financial crisis of 2007-08. Indeed, not enough attention is being paid on the housing prices in London and if we are able to mathematically prove that it would negatively affect the UK economy, then probably more policy and regulations would be put in place. I have decided to focus on the London housing market only and not the UK-wide housing market because the two are very distinct in terms of population and prices. 

4. Provisional Content (expected chapters):
Chapter 1: Introduction 
Chapter 2: Literature Review 
  Part 1: Background 
A. The characteristics of the 2007-08 US financial crisis 
B. The current state of the UK economy
  Part 2: The London housing market and its likeliness of collapsing 
A. The London housing market 
B. The likeliness of the London housing market bubble bursting 
  Part 3: A recession created by a collapse in the London housing market 
A. Main theoretical and empirical approaches 
B. Methodological problems encountered 
C. Empirical results obtained 
Chapter 3: Analysis 
  Part 1: Objectives 
  Part 2: Analytical framework: Methodology and Techniques 
  Part 3: Findings 
Chapter 4: Conclusion 



















5. Brief description of Theoretical Framework, Methodology and Techniques: In the literature review of my project, I am planning to talk about the characteristics of the 2007-08 financial crisis in the US, whether the housing market collapsing had a real impact on the crisis and to compare the UK economy of today with the US economy of 2007. I will also look at the London housing market – its characteristics, relationship with the UK-wide housing market (similarities, differences, whether the two are two distinct markets or if they are linked), the effect of the London housing market collapsing on the UK-wide housing market – and the likeliness of the London housing market of collapsing. Finally, I will look at empirical approaches and evidence that the London housing market bubble bursting might be a possible cause of a recession occurring in the UK. While in the analysis part, I am planning to do some econometrics analysis. As this research will focus on forecasting a recession caused by a collapse in the London housing market, there are many econometrics models which could be used such as time series analysis and AR models for example. However, I have decided that a VAR model is more appropriate as I want to forecast a recession which is a short-term economic downturn. A VAR model will, therefore, allow me to do some short-term forecasting and estimate the response of the main components that determine the health of an economy to a shock. 

6. The availability of Data and existing Literature: Data is available and quite accessible. I am planning to use for house prices, regional quarterly indices. The current literature suggests that a collapse in the UK-wide housing market is possible in the near future because of political factors such as Brexit, and such a collapse would affect employment, consumption, investment, the government deficit and the current account. However, opinions are quite mixed: some are suggesting that only London house prices could tumble, others are evoking the possibility of a full-blown crash in the UK-wide housing market. No econometrics research has been made on this particular topic, but it is a very popular topic in the newspapers at the moment due to a recent fall in house prices in London. 	Comment by Microsoft Office User: Here it should be specified where data comes from (also include source in reference list)	Comment by Microsoft Office User: Outlines novelty of project/ contribution. 
