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The Relationship Between Systemic Financial Risks and Real
Estate Market in China, the Risk Contagion Ways

and the Relevant Countermeasures
Cai Zhen

Abstract: The paper firstly explains the great significance of preventing systemic financial
risks in present China, and then explores the reasons for the real estate market to become an
important monitoring field of systemic financial risks both from theoretical perspective and
China’ s reality. Based on these discussions, this paper makes an in-depth analysis from
three aspects: correlation between real estate market and the banking system. correlation
between real estate market and local government debt, and capital flight stress caused by
high housing price. The results indicate that real estate market is closely linked to the sys-
temic risks in China’ s financial system. The paper then discusses three contagion ways of
systemic financial risks in China which disperse from real estate market to the other
fields. Finally, it puts forward some countermeasures to prevent the risks from the outside
to the inside.

Keywords: systemic financial risks; real estate market; ways of risk contagion; risk pre-

vention
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