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The bursting of asset price bubbles often does not lead to financial
instability.. . .Thereare even stronger reasons to believe that a bursting ofa
bubbleinhouse pricesis unlikely to produce financial instability. . . . Not
surprisingly, declinesin home prices generally have not led to financial
instability. The financial instability that many countries experienced in the
1990s, including Japan, was caused by bad loans that resulted from declines in
commercial property prices and not declines in home prices. . . . Many have
learned the wrong lesson from the Japanese experience. The problem in Japan
was not so much the bursting of the bubble but rather the policies that
followed.

— Mishkin, Frederic S. "The Role of House Prices in
Formulating Monetary Policy," Speech at the Forecasters
Club of New York, New York, January 17, 2007 —
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