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A Comparative Study of Real Estate Risk
in Different Cities in China

LIN Caiyi
(Hua An Fund Management )

CHENG Dan

(Shanghai University of Finance and Economics)

Abstract: The deepening of this round of real estate regulation has curbed the skyrocketing trend
in real estate price, and has even led the price entering into a downlink interval. Since 2018, our
real estate market has been facing numerous macroeconomic risks. This article estimates real estate
risk levels of 24 main large and medium—sized cities from three perspectives, including supply,
demand, and real estate bubble. Based on this methodology, 9 indicators are selected accordingly,
namely rent—to—income ratio, annualized price—to—rent ratio, housing price—to—income ratio,
permanent resident population growth rate, proportion of elderly population, residents’ disposable
income growth rate, residents’ liability ratio, degree of dependence on land finance, and growth
rate discrepancy between investment and sales. The estimation results convey several underlying
messages: First tier cities have arrived at a turning point on the downward spiral, yet speed of
housing price growth in second tier cities has been slowed down; the trend of demographic
contraction in Beijing and Shanghai would be continuously weakening local consumption
demand, while investment demand depends on future stringency of house purchase restrictions.
Chengdu, Chongqin and Changsha are estimated to have lower real estate risk levels currently. As
population has been gradually migrating from first tier cities, while these cities carry the
characteristics of central cities, they would probably have the highest potential demand of house
purchase in the future.

Key words: Real Estate Risks, Housing Bubble, Inflection Point in an Economic Cycle,

Demographic Changes
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