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Do Housing Prices Affect Corporate Investment?
Theoretical and Empirical Analysis

LLUO Shi-kong', ZHOU Ya-hong”

(1.Guanghua School of Management s Peking University, Beijing 100871, China ;
2.School of Economics, Shanghai University of Finance and Economics .

Shanghai 200433, China)

Abstract: This paper first extends the model of Lacoviello raised in
2005 and theoretically analyzes the effect of housing prices on corporate in-
vestment. Then it makes an empirical analysis by using the data of financial
statements and notes of listed companies from 2003 to 2010. It comes to the
following conclusions: firstly, real estate not only is an important produc-
tion factor, but also helps firms to provide money, so housing prices affect
corporate investment through cost effect and liquidity premium effect; se-
condly, these two effects play the opposite role, and the dominant state is
determined by financing constraints; thirdly, under greater financing con-
straints, the increase in housing prices is more likely to promote corporate
investment; otherwise under smaller financing constraints, the increase in
housing prices is more likely to inhibit corporate investment. It provides di-
rect micro evidence for real estate research based on Lacoviello” framework
and also shows the possible problems.

Key words: housing price; corporate investment; financial constraint

(TiE% B & 1)

(EEF 74 70
determined by the income disparity in trade partners. The conclusions pro-
vide important practice guidance for the production transformation of ex-
porters and the realization of joint development of domestic and foreign mar-
kets in China.

Key words: quality preference intensity; assets income disparity;

product quality; productivity
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