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Research on the Relationship between Housing Prices,
Residents' Leverage Ratio and Economic Growth

Abstract

The concept of “housing to live without speculation” has repeatedly appeared in
government work reports in China recent years. Real estate was previously used as a
means of stimulating the economy. Under the combined effect of rigid demand and
speculation, housing prices have increased with the increase in demand. Most first-tier
cities have Housing prices are far above reasonable levels. In order to cope with the
high level of housing prices, residents generally adopt a method of increasing
leverage. Residents’ debts are concentrated in housing mortgage loans, and excessive
overdrafts in future consumption will have an impact on economic growth. China has
been focusing on the healthy development of the real estate market since 2017.
Research on housing prices, residents' leverage ratio and economic growth needs to be
paid attention to.

This article first summarizes the situation of the real estate market, considers the
phased trend of housing prices in the real estate market, and compares the three data
of the housing price index in 100 cities, the sales index of commercial housing in 70
large and medium-sized cities, and the average sales price of commercial housing in
China. The characteristics of the price, and at the same time, the conclusion that
housing prices have cyclical changes through the growth rate of the price index. Next,
analyze the influencing factors of housing prices from the perspective of supply and
demand. The influencing factors on the supply side include land finance, the
completion price of commercial housing, actual real estate funds and the number of
real estate practitioners; the influencing factors on the demand side include
urbanization factors, income factors, interest rates and Money supply factors and
cultural and psychological expectations. Then use the resident leverage ratio to
measure the level of Chinese resident debt, and at the same time, make an

international comparison of the resident leverage ratio to determine the characteristics



and level of the resident leverage, and at the same time study the impact of the
resident leverage ratio on economic growth. Then in terms of theoretical research,
through the theory of partial equilibrium of the real estate market and the theory of
resident wealth effect, the theoretical research on the impact of housing prices and
resident debts on economic growth is carried out. Finally, using the time-varying
vector autoregressive model, select monthly data from 2007 to 2020 to explore the
relationship between housing prices, the growth of residents' leverage ratio and
economic growth. The results show that the growth of housing prices and the leverage
ratio of residents promotes each other circularly, but the short-term and medium- and
long-term promotion effects are different; housing prices promote economic growth,
but the time-varying effect is not obvious; between the growth of residents' leverage
ratio and economic growth It is also time-varying, and the time-varying effect is
significant. The conclusion of the relationship between the three is that housing prices
increase and residents’ leverage ratio increase, which will promote economic growth
in the short-term, medium-term and long-term promotion will weaken and start to
restrain; economic growth will adversely affect the residents’ leverage ratio, which
will increase the residents’ leverage ratio in the short-term. To curb housing price

increases, but it will push up housing prices in the long run.

Keywords:
housing prices, resident leverage ratio, real estate market equilibrium, TVP-VAR

model
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