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Abstract

This report provides a comprehensive analysis and forecast on the Chinese housing
market, and also proposes some suggestions, from perspectives of the macro economy,
market participants, market system, market potentials, and public policies. It covers the
following issues: analysis of the housing market from 2008 to 2009; forecast of the
possible housing market changes in the 4" quarter of 2009 and 2010; the first index
system of Chinese housing market; the problems and challenges facing the Chinese
housing market; and our recommendations.

In 2008 to 2009, after a harsh downturn, the Chinese economy is now in
recovery; the quality of urbanization is improving, and pace of urbanization in central
and western China will quicken up; global economy becomes more stable after a serious
recession; housing consumption, housing investment, and housing speculation come
one after another; tightening and loosening in credit supervision took turns; housing
price came down at first and are now going up rapidly; land sales decreased and are
currently pumping up; financial lending shrank at first and jumps high recently;
regulations in the housing market was softened; more subsidized housing are under
construction, and might benefit more citizens.

From the 4™ quarter of 2009 to 2010, we forecast that, the recovery will
continue , and housing investment will play a more important role in the process; a peak
of the urbanization scale will appear, and also a more balanced regional growth; global
economy will recover slowly, and housing market performances in various countries will
be quite different; housing price in China will be stable, and transactions will go up;
there will be more land sales and higher land prices; housing finance will be warmer but
with some seasonal fluctuations.

We also found that, the Chinese economy might rely too much on housing; the
lag of urbanization was due to strategic mistake and institutional constraints; households’
attitude towards housing changed a lot; various housing financial agencies evolved into
only one type; housing market is now in its down sliding period of the long cycle;

~ China still lacks a complete housing finance system; housing policy system in China is



more in name than in fact.

We calculated 8 housing related indices, and show that listed housing companies
behaved differently; housing affordability of urban residents is low; housing supply in
China comes from shortage to excess; Shanghai and Beijing rank at the top of the list of
housing market potential rolling among cities; coastal and riverside cities have higher
housing market potential value; as a whole housing mortgage is somewhat risky; key
cites have better housing regulations; housing subsidies provided in different cities varies.

Challenges facing the Chinese housing market are as follows: the lack of
endogenous growth in the economy and the pressure of inflation; pitfalls in the
urbanization strategy and bottlenecks in the administrative system; low quality of
development enterprises and their misbebaver; immature attitude toward housing
consumption and low housing affordability of low and middle income families; loose
credit financing encourages speculation and higher price while tighter policy might shrink
consumption; local governments’ appetite for land leasing revenue and inefficient use of
land; accumulation of risk in the mortgage market and ineflicient supervision of the
credit lending flow; inefficient administrative approving and obvious deficiency of
government supervision; local governments’ indifferent attitude towards subsidized
housing.

Recommendations; (1) to improve macro control and regulation, and put more
resource in subsidized housing; (2) to upgrade the quality of urbanization, and create
real housing demands; (3) to help enterprise make transitions, and monitor their
behavior; (4) to tighten financial supervision, and build a better housing financial
system; (5) to support housing consumption, and cut housing speculation; (6) to
improve the land market monitoring system, favoring the construction of subsidized
housing; (8) to make better housing market monitoring institutions; (8) to build a

better housing policy system, and provide more subsidized housing.
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