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Abstract 
This paper examines to what extent the household consumption responds to the 

housing wealth using the Japanese micro data, the Family Income and Expenditure 
Survey (FIES). The cross-section analysis shows that the consumption of household with 
abundant housing wealth is relatively high, remaining other factors fixed. However, the 
estimated MPC in the benchmark specification is 0.0036, which is substantially lower 
than the reported MPC in other developed countries. The comparison of consumption 
patterns across different age groups also reveals that the estimated MPC is the highest 
for the middle-aged, followed by the old households.  

The regression analysis using the pseudo-panel data constructed by the cross-
section FIES data is also conducted as a robustness check. As in the cross-section 
analysis, a statistically significant positive housing wealth effect is observed and the old 
and middle-aged households increases their consumption in response to the rise in 
housing wealth, whereas the young households are almost irresponsive. Judging from 
these regression analyses, it is summarized that the housing wealth effect is observed in 
Japan, but to a lesser extent than in other developed countries. Furthermore, the most 
plausible explanation for housing wealth effect is the pure wealth effect channel.  
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