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China’ s Property Cycles and Financial Stability

Zhang Xiaojing
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Abstract: Real estate cycles and financial stability are closely interrelated. Ching’ s real estate cycle since 1998 involved in the
global real estate bubbles draws worldwide atiention. Based on analyzing three driving factors of real estate cycle in the aspect of
growth macro-economy and institutional setup, this paper performs an econometric analysis with quartedy data of 1992—2004,
indicating that in the medium and long tem, both development and general price of real estate tend to maintain the stable upward
trend. 'This paper then points out that the impact of current real estate cycle on financial stability could be the risks resulting from
real estate lending exposure, govemment guarantees and maturity misnatch, followed by some corresponding policy implications
such as advancing banking refom improving the behavior of local governments and strengthening the monitor of foreign capital
inflows.
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