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Housing Assets, Price Fluctuations and Consumption
Behavior of Urban Residents in China: An Econometric
Analysis Based on Transmission Channels

L1 Jian

(School of Economics s Shandong University of Finance and Economics . Ji’nan 250014, China)

Abstract: This paper introduces borrowing constraints and precautionary motive into
an optimal inter-temporal consumption choice model, and derives an empirical analysis
framework identifying the pure wealth, liquidity constraints and precautionary savings
effects of housing price fluctuations on consumption. Then according to the different roles
of transmission channels, it uses ordinary panel regression and threshold panel regression
modes to make an empirical test. It reaches the results as follows: after 2003, the rise in
housing prices has weak pure wealth effect on urban residents’ consumption, and from the
perspective of channels, precautionary savings channel plays the most strongest role, fol-
lowed by liquidity constraints and pure wealth channels. Accordingly the wealth effect is
mainly reflected in the promotion of spending on large consumer durables and consumption
with larger dominance freedom and enjoying feature. It shows that wealth increase resul-
ting from the rise in housing prices only reduces residents’ cautious attitude toward uncer-
tainty to a certain extent, and alleviates the liquidity constraints when facing large rigid ex-
penditures, thereby leading to the reduction in the sensitivity of consumption to current in-
come.

: housing asset; urban residents’ consumption; transmission channe
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