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ot DY LA BOR A EL IR AN B3 . X REIRE N AL A SR | I % it o i s 1y ot | 4
1B ST AT BOR (518

=3 ERMPEFTERIHEABRAN (ZHRA)
RIS S | B R BRI BOR | B4 SO ATAT BUR | 1R & S UFLAT R
¢, 0 0 -0.625 -0.620
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(1= (BYUC,, ; Hyypi Ny ) ]
j=0
o, €y Hy s Ny sy Co g o Hl o BN YRR TESEAE RS SEIX ] 0= B, W0 RAESH
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Real Estate Market Regulation, Financial Leverage and Social Welfare
Zhang Jingyi' and Li Jianqiang®
(1:Shanghai Advanced Institute of Finance, Shanghai Jiao Tong University;

2. Financial Research Institute, People’s Bank of China)
Abstract: The widespread application of financial leverage is the basic characteristic in the real
estate industry. In order to promote growth and stabilize housing prices at the same time, the
government faces great challenges in real estate regulation.Therefore, this paper develops a multi—
sector DSGE model with a housing market, credit—constrained buyers and real estate developers to
compare the transmission mechanism, optimal policy rules and welfare effect of two loan—to—value
policies: housing mortgage loan—to—value ( HMLTV) and real estate development loan—to—value
(RRDLTV) .Our results suggest: (1) cutting HMLTV reduces both house sales and prices, while
cutting RRDLTV reduces house sales but raises house price; (2) in the short run, HMLTV
performs better than RRDLTV under demand shocks, while RRDLTV performs better than HMLTV
under supply shocks; (3) in the long run, RRDLTV improves welfare better than HMLTV under
both demand and supply shocks. In particular, under demand shocks, the government faces a
dilemma between house price stability and social welfare when using HMLTV.
Keywords: Real Estate, Financial Leverage, Social Welfare, Optimal Policy Rules
JEL Classification: E32,E44 R31
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