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The Choice of China’s Real Estate Long-Term Regulatory Paradigm .

The Property Tax Policy or the Macro-Prudential Policy?
YANG Yuanyuan ( Nanjing Audit University, 211815)
JIA Pengfei ( Nanjing University, 210093 )
GAO Jiechao (Shanghai University of International Business and Economics, 201620)
Abstract: The report to the 19th CPC National Congress clearly points out that China’s economy has shifted
from a stage of rapid growth to a stage of high-quality development, and improving the ability to guard against
and defuse major risks is an inevitable requirement for promoting high-quality economic development. In this
paper, a multi-sector DSGE model is constructed to systematically analyze and compare two types of long-term
regulatory policies, namely the macro-prudential policy and the property tax policy, in fending off the real
estate risks and promoting the healthy development of the real estate market. The research shows that both the
macro-prudential policy and the property tax policy can effectively curb the housing price rise, but the latter is
obviously superior; the latter can crowd out the rigid demand, the trade-up demand and the profit-seeking
demand in the housing market, while the former can effectively stimulate the rigid demand and the trade-up
demand while inhibiting the profit-seeking demand. In view of that the property tax policy is more effective in
restraining the irrational rise of housing price and the macro-prudential policy is more consistent with the policy
connotation that “housing is for living in, not for speculation,” this paper argues that the government should
flexibly select the desirable long-term regulation paradigm of real estate according to the characteristics of
market development. To be specific, we should adopt the property tax policy to regulate the real estate market
when the house prices are rising too fast, and the macro-prudential policy when the house prices are only
modestly rising.
Keywords: Real Estate Risk, Macro-Prudential Policy, Property Tax Policy, DSGE Model
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