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Housing-demand Suppression or Land-supply Adjustment:
A Comparison of Real Estate Control Policy

Y1 Bin

(School of Economics, Shanghai University of Finance and Economics, Shanghai 200433, China)

Abstract: In order to restrain the rapid growth of housing prices, Chinese government
has implemented several rounds of real estate control in the past few years. These control
policies can be roughly divided into two types, namely housing-demand suppression and
land-supply adjustment. The theoretical field has not reached a consensus on the effects of
these two control policies. By the construction of new Keynesian DSGE model taking credit
friction and real estate collateral effect into account, this paper explores the regulatory re-
sults of these two real estate control policiess namely housing-demand suppression and
land-supply adjustment, on housing prices and their effects on macro-economy. It arrives
at the conclusions as follows: firstly, housing-demand suppression leads to not only the re-
duction in housing prices but also the decrease in real estate investment and fiscal expendi-
tures, thereby reducing total output but being conducive to the rise in individual consump-
tion and the optimization of social capital structure; secondly, the increase in land supply
plays the same effective role in the inhibition of housing prices and has the positive spillo-
ver effect on macro-economy, especially non-real estate sectors. As a whole, without the
consideration of limited land supply, compared with housing-demand suppression, land-
supply adjustment may be the optimal real estate control policy.

Key words: credit friction; housing-demand suppression; land-supply adjustment;
DSGE
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