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The Study on Financial Negative Externalities of China’s Real Estate
Bai Qinxian' and Zhufu Haiying

(1: Liaoning University; 2: Shandong University of Science and Technology)

Abstract: Real estate has obvious financial attributes: its virtualization lends itself to froth. In this paper we question that the real

estate is a pillar industry of national economy and the

‘wealth effect” of high house prices on the long — believed. This paper concludes
that benefits from the rapid development of real estate and the high house prices are negligible when compared with the social costs the
welfare loss in pursuing market profit maximization. The real estate leads to the overall economic and social losses with pursuing its own
economic performance and one — sided development which namely the negative externality effects of the real estate finance. Its social
costs are manifested in the following areas: inflation pulling intergenerational cost of occupying cultivated lands crowding — out effect
banking crisis ethics cost and social instability etc. Of all are the cost spillover or socialized costs of the real estate which is a net
loss of social welfare. The government should play a key role in reducing the negative externality effects of the real estate finance by
controlling the housing price and balancing the externality effects.
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