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Reanalysis on China’s housing market
ZHANG Yang, CAI Zhen
(Institute of Finance and Banking of CASS, Beijing, 100028, China)

Abstract; In the first half of 2014, a public opinion is gradually formed that the bubble of China’s housing
market seems about to burst. Housing problem is not only an economic problem, but also closely related with
people’s livelihood. Due to the importance of this issue, we should reanalyze whether there’s bubble in China’s hous-
ing market and the probability of bubble burst.

This paper measured the dynamic change of housing price with the sequential, year-on-year and fixed base in-
dex. The number of city increased that housing price fell down measured with sequential index, but this phenome-
non can’ t prove that the absolute value of housing price fell sharply. Take Beijing as an example, assuming housing
price is 35000 Yuan in April 2014, 0. 9% decline measured with sequential index means that housing price only
decreased by 315 Yuan in May 2014 compared to April 2014, but housing price still rose measured with year-on-
year index. Furthermore, the housing price measured with fixed base index still maintains high level, so there is in-
dication that bubble burst.

We also concern the probability of bubble burst. At present the main reason that supporting housing price will
fall down is that housing market oversupply. This paper calculates per capita living space of urban residents by the
method of accumulated completed area of residential divided by urban population. The result shows that the national
per capita living space of urban residents is only 23. 79 square meters, so it doesn’t prove the situation of housing
market oversupply. Furthermore, our method demonstrates that the national per capita living space increased by 3
square meters in 2012 published by National Bureau of Statistic may not correspond with the actual situation. The
same situation also happened in Beijing and Shanghai.

This paper investigates the long-term trend of housing price with the perspective of international compari-
son. The research shows that the housing price of most urbanization countries showed a rising trends with fluctua-
tion. We calculated compound growth rate of China’s housing price and compared with other countries. China’s com-
pound growth rate of housing price is 17. 69% , far more than American, British, Korea and other countries. But we
don’ t think there is a bubble in China’s housing market, it is the result of rapid urbanization. Because the house
value is mainly manifested in its surrounding health care, education and other infrastructure, the housing price level
is highly related with investment of infrastructure. We consider public expenditure such as education, health care as
a measure of a country’s urbanization quality. Compared China’s urbanization quality with developed and other
BRICKS countries’ , we find a huge gap between China and developed and other BRICKS countries. With the de-
velopment of China’s urbanization process, the relevant infrastructure and quality of urbanization will also in-
crease. we believe that the house value will also be further revealed. On the other side, the process of urbanization
does not mean that the general housing price will rise. Although urbanization means population agglomeration, it al-
so means some cities population emigration. From this perspective, first-tier and second-tier cities’ housing price
will still rise, but third-tier and fourth-tier cities’ housing price will not rise, or even fall down sharply.

This paper also explains the reason why the housing price lack of rising power in short-term. Both buyer and
seller of housing market didn’t get effective credit support. Individual mortgage loan declined measured with year-
on-year index since 2013, so it affected the purchasing power of buyer. On the other side, real-estate development
credit squeezing that forced developers on sale to speed up cash flow back, so it caused housing market supply in-
creased temporarily. We think it a short-term phenomenon that does not affect our long-term judgment on housing
price.

Key Words: China’s housing market ; per capita living space of urban residents ;real-estate development credit
and individual mortgage loan ;urbanization
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