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Abstract

The performance of the Irish economy stands out across western economies over the 
past two decades as the later years of its “Celtic Tiger” phase gave way to a sharp and ex-
tremely large economic downturn between 2008 and 2012. This severe recession has 
been followed by a Lazarus-style economic recovery in recent years. This paper examines 
the role played by the credit-driven housing net worth channel in the path that Irish eco-
nomic performance has taken between 2002 and 2019 by specific reference to develop-
ments in the domestic labour market. We find a significant positive relationship between 
housing net worth and employment growth in Ireland, manifesting itself through the 
non-traded sector of the economy between 2007 and 2012. This followed the emergence 
and then bursting of a substantial credit-fuelled housing market bubble in the Irish resi-
dential property market. Our analysis indicates no evident link between economic activ-
ity and a credit-driven housing net worth channel in recent years. This may reflect mar-
ket and regulatory responses to the banking crisis-led recession of the late 2000s and 
early 2010s. 
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I.  Introduction

The role of credit in macroeconomic developments has been a focus of re-
search since the international financial crisis of the late 2000s. In particular, the 
role of credit provision to households and its impact on consumption and em-
ployment has been examined in contributions such as those of Mian/Rao/Sufi 
(2013), Mian/Sufi (2014), Mian/Sufi/Verner (2017) and Mian/Sufi (2018). Those 
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