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The Impact Analysis of Monetary Policy on the Real Estate Market

——DBased on the empirical study in Z city
LI Tingyu, FU Yuhao, WEN Chunhui
(School of Economics, Hunan Agricultural University ,Changsha 410128, China)

Abstract: Quantitative easing monetary policy refers to the central bank implements zero or near zero
interest rate policy to increase the supply of base money and injects massive liquidity into the market so that
the financial market environment is more relaxed. In the period of economic recession, it is a major means of
national economic recovery and reviving the industry. The Subprime Crisis started in 2007 puts a depression
shadow to the world economy. Many powerful countries in the world have adopted the quantitative easing
monetary policy to defuse the depression situation. In the face of economic downward pressure and economic
growth speed slowing down, China began to implement this policy starting from Nov. 2014 when interest rate
was decreased to respond to weak external consumption, internal consumption malaise and overcapacity crisis.
Whether the quantitative easing monetary policy has an obvious effect on the real estate industry that has the
largest contribution to GDP growth in Chinese economy is controversial. Based on the relative data of Z city
during 1998-2012, this paper builds an empirical model to test and adopts stepwise regression method to filter
and analyze the concrete influence factor. The results show that the interest rate and other monetary policies’
effects on urban housing prices are not significant; instead, the residential investment and the development of
the second industry promote the rising of housing price, which is reflected in the expansion of real estate scale
and the strengthening of the real economy. Therefore, the financial policy rescuing idea needs to be changed.
The way of developing the real economy, speeding up the industrial structure optimization and upgrading, and
boosting the level of industry, and implementing the prudent monetary policy is more effective for rescuing the
real estate industry.

Key words: monetary policy; residential investment; real estate market; real economy
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