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Whether There is a Hard Landing Risk in China's Real
Estate Market?

Executive Summary

Based on the housing price-to-income ratio and housing
price-to-rent ratio, there’s no across-the-board housing
bubble in China, but bubble exists obviously in hot areas
such as Beijing, Shanghai and Hainan. China's huge rigid
demand, low leverage of real estate, and relatively wide
policy space, make that China can avoid real estate hard
landing. Low ratio of real estate credit assets to total credit
assets, small amount of real estate financial derivatives,
and reasonable structure of real estate loans, lay the
foundation of that the overall risk of China’s real estate
credit assets is controllable. The slowdown of real estate
market development will not lead collapse of domestic

banking system.

In the future, China's economy will be expected to
continue to develop, urbanization will proceed apace. In
this context, we judge that China's real estate demand
space is still huge, the development space of real estate
industry is still wide, and the risk of real estate hard
landing is little. Commercial banks are facing a historical
opportunity, and should make real estate industry as one of

important business fields. It's worth noting that commercial
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banks should clearly hold the national strategic direction,
focus on business at key point, and control the amount of
real estate loans in a appropriate range, so as to avoid to
form a credit structure which excessively dependent on
real estate loans. Meanwhile, commercial banks should
also pay close attention to the risk of real estate market’s
rise and fall suddenly and sharply caused by unexpected

factors.
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