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China Since 2003 experienced financial liberalization, massive money supply and
the soaring housing price, as similar to the 1980’s. Thus, this dissertation, which
consists of six chapters, aims to study the effects of financial liberalization and
money supply on real estate prices in China, by a comparison with the case in the
1980’s Japan.

Using the institutional analysis and related data, Chapter 2 discusses the impact of
financial liberalization reform, and finds that financial liberalization increased
money supply and thus funds invested in real estate in China. Based on
imstitutional and VAR models, Chapter 3 studies the process of investment in real
estate and the roles of different participants, especially the local governments. It is
shown that there is a local government-led investment driven growth in real estate

price in China.

With VAR models, Chapter 4 empirically tests the dynamic effects of monetary
factors on housing prices in China from 1999 to 2003 (the first period) and from
2003 to 2011(the second period), while Chapter 5 examines those in Japan from
1976 to 1983 (the first period) and from 1984 to 1991(the second period). The
comparison between the two countries suggests some similarities, that is, the
largest positive influence of money supply, the strong positive influence of bank
credit and the ineffective interest rates on real estate prices. Additionally, in both of
the two countries, the effect of money supply was much stronger in the second

period than that in the first period, due to the financial liberalization reform.

Accordingly, this dissertation analyzes the impact of financial liberalization, and
examines the role of local government, suggesting that financial liberalization
resulted in high liquidity while local government led to the investment boom in real
estate in China. This dissertation also compares the effects of monetary factors on
real estate prices in two periods in both recent China and the 1980’s Japan, showing

the much larger influence of money supply since financial liberalization.
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