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Preface

Chinese real estate industry rose quickly and developed into the pillar industry of
the national economy in a very short period, which is based on the rapid development
of market economy and establishment of the market-oriented economic model in the
fourteenth representative assembly after Deng Xiaoping’s southern tour speech in the
spring of 1992. Carefully calculated, Chinese economic system commercialization has
been for over 20 years. With the development of market economy, large-scale
development of Chinese real estate industry has also passed through 20 years. But this is
not to say that there are not elements of market economy and real estate before China
economic reform in 1992. Only in the first ten years of the reform and opening-up,
Chinese economic system had slowly transformed from a planned economy to a planned
commodity economy, the real estate as a industry has not yet formed, only in some big
and medium-sized city appeared a few state-owned real estate development enterprises,
the real estate was far from forming an independent industry.

Shaanxi real estate development has synchronized with countrywide real estate
industry. Although not developed like southeastern coastal provinces, they develops so
fast, the scale is so large, prices so high, compared with itself, Shaanxi real estate
development is also very fast. Take Xi’an as an example, 20 years ago, there were only
more than 20 real estate development enterprises in Xi’an, a small scale in the annual
development, investment is also little. But after 20 years of rapid development, at
present there are nearly 3000 registered real estate development company in Xi’an (more
than 5000 in Shaanxi ), annual investment is about one hundred billion yuan,
construction area is more than 10 million square meters, sales area is about ten million
square meters ( about 14 million square meters were sold in 2010, in 2011, because of
restriction of purchase, sales about 11 million square meters) .

The past two years —2010 and 2011, which is extreme unusual to the Chinese real
estate industry, a frequent policy, market turbulence and change dramatic. These two
years, Chinese real estate market fluctuation is relevant with financial crisis erupting in
American Wall Street in the autumn of 2008. The United States sub-loan crisis erupted
in 2007, real estate is immersed in trough, in 2008.9, the collapse of Lehman brothers
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for the mark, financial crisis broke out across Europe and the United States, then turned
into the world economic crisis. As a result of our country contacting closely with world
economy, especially with Europe, the United States and Japan developed economy, so
the economic crisis led a decline of Chinese economic growth rate quickly. In order to
ensure economy, job security and maintain stability, China quickly formulates a plan of
four trillion investments to stimulate demand and ensure economy growth. At the same
time, the local government in order to preserve the land finance, they also introduced a
variety of rescue the real estate planning. Such as the favored policy to the person who
buy a house, government subsidies, the bank loan 25% off; favored policy to the
enterprises, exemption supporting fees and payment of land leasing. Due to excessive
rescues the market, which results in an abnormal phenomenon-Chinese real estate has
not been suffer any effect, but the house prices rising all the way in the period of
economic crisis.

Facing irrational development of real estate, the central government had put out a
warning in central economic work conference in Septernber, 2009. But because it was
relatively mild, which did not cause the attention of the market. By the spring of 2010,
the real estate market was more crazy, “The most expensive ground™ rose frequently,
many big cities appeared that the public queuing panic buying all night in Tongzhou,
Beijing, there even was an extreme example that a suite will rise 500000 yuan when you
turned back

It is under this background, in April 17, 2010 the State Council issued the * Ten
States’ policies” in April 17, 2010, which emphasized inhibiting the excessive growth of
house prices, speeding up the construction of ordinary commercial housing and the
indemnificatory apartments housing, but there almost is no response in the local
government and market, or even an error argument “ Housing Minister said not to
calculate general manager said to calculate” . In the face of the irrational market, local
government fiscal dependence on land and governments’ Indulge to market, finally, the
central government make the central government launched “Eight States’ Policies” in
early 2011, which was called “the most stringent regulatory policies on real estate
industry in history” .

The “Eight States’ Policies” has been implemented for a whole year and a half time
so far. The policy effect is obviously: Restraining investment, speculative demand,
Stability of the property market and the high and rapid rise in prices, increasing the
indemnificatory apartments housing construction, and making the housing difficulties of

indemnificatory apartments groups see the hope, and some even have lived on the bridal
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chamber, etc. The Xi’an real estate market from thé point of view , for example , in
the 2009 — 2011 three years , during the economic crisis , the prices not only did not
decline , but rose to June 2011, more than 7000 yuan from 4500 yuan per square meter
in 2008. Under the influence of stringent policies of the “Eight States’ policies” , “three
limit” (the purchase, price, credit limit) from the second half of last year, house prices
have begun to decline, the end of 2011 back to 6500 yuan in 2010. The property
market has recently been warmer to rise, but the average price in June 6761 yuan, has
not yet reached the average price in June 2011.

For the construction of Affordable Housing, the construction of Affordable
Housing is growing very fast in Shaanxi, which is leading in china. According to
statistics, the whole province, which completed investment of 16. 435 billion yuan in
2010, built Affordable Housing 124, 800 sets and transformed Shantytowns 76900 sets.
Shaanxi, which completed investment of 84.5 billion yuan in 2011, start to build
Affordable Housing 481, 300 sets and complete 201000 sets, the scale of construction
ranked third, the progress of project ranked first in China.

However, we should see, the impact of the strict real estate control policy in the
Central Government is great to the healthy development of the real estate market in
Shaanxi Province. Because Shaanxi Province is located in Mainland China, belong to
the western developed regions, the low level of the economy makes people’s income
not high, house prices not high, Big cities such as Xi’an, house price is only 6000 yuan
per square meter, which is less than one-third or half of the average prices in coastal
first-tier cities like Beijing, Shanghai, Guangzhou, Shenzhen and other cities. As for
the other cities outside of Xi’an in Shaanxi , Xianyang, Baoji, Tongchuan, Weinan in
Guanzhong region and Hanzhong, Ankang and Shangluo in southem Shaanxi region
and other cities are small and medium-sized cities. Those cities have small scale, less
population, small markets, low incomes and low house price, the average house price is
3500 —4000 yuan. Subject to the strict control of real estate policy and the large-scale
Affordable Housing construction, the property market are downturn in small and
medium-sized cities addition to Yulin, Yan’an in Shaanxi, the Commodity house
market has developed to the point of unsustainable.

This shows that the control is not “one size fits all” for the real estate market, but
should be based on the development of regional economy. The different real estate
market should make different real estate control policies.

In short, this book records the basic situation of Shaanxi real estate in more than

two years and also put forward our views and suggestions for the future development of
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Shaanxi real estate industry. To write this book, we have mobilized a dozen universities
in Xi’an and the whole province and relevant government departments to participate the
compilation and research work. This study started in May last year, finally completed
the first draft in early May this year. After more than a2 month modifying by the editorial
board, this book finally finalized and sent to the Press to press. Here, we appreciate
experts, scholars and graduate students, staffs in colleges and universities, government

agencies, and Real estate development enterprises for your support.

Editor
July 20, 2012
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