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Abstract

This paper conducts a vector autoregressive (VAR) analysis using five variables:
production output, land prices, loans, investment, and interest. Over the period of
1975-2004, the analysis confirms that changes in land prices have a lasting positive
impact on investment and lending, and that a spillover process through increased
collateral value of the land also promotes investment by relaxing borrowing constraints.
This result is maintained when total factor productivity (TFP) is used instead of
production output. In addition, when limiting the sample period to 1995 onwards, the

importance of land to loans and investment is not observed.
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