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A Study on Chinese Real Estate Change Factors:

Focus on FDI of Exploitation Process in Chinese Real Estate Market

YU TINGTING

Department of Business, Graduate School

Pukyong National University

Abstract

Since the reform and opening up, foreign capital has continuously
flown into China’s real estate market. Besides, the gradual appreciation
of the RMB also led to a large-scale inflow of foreign capital. In recent
years, real estate prices of major cities in China have been soaring,
especially in 2015 when the investment to China’s real estate market
made up 23.73 percent of GDP. Thus, it is meaningful to examine the
influence of foreign direct investment on real estate prices.

In the previous studies, many scholars showed that foreign direct
investment facilitated the growth of China's real estate prices. This
study aims to investigate the role of FDI in the growth of China’s real
estate prices in exploitation process.

In this study, the research results were analyzed by dividing

commericial residential building into three categories including residence,



office and commercial business building by the period from July 2005 to
December 2016. This paper also employed other macroeconomic
variables including interest rate, exchange rate of RMB to US dollars,
and industrial added value ratio which is the proxy wvariable of GDP.
The unit root test was performed to find out whether the time series is
stable. The Johansen cointegration test and bounds test were used to
identify the long-run relationship between dependent variables and
independent variables. Finally, cointegration vector estimation technique
DOLS(dynamic ordinary least squares) and FMOLS(fully modified
ordinary least squares) proved that FDI(foreign direct investment) has

negative effect to China’s real estate prices in exploitation process.

Key words: FDI, China’s real estate prices, exploitation process,

FMOLS, DOLS
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woF FDI AbAlgte Hlgol Al st=r ARt 20059 48 201569744 100
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2000 | 40715 | 6348 | 11.44 | 551 2.22 1.66 1.43 0.19 0.01

2001 | 468.78 | 65.93 | 10.96 | 4.85 1.72 1.92 1.73 0.08 0.02

2002 | 52743 | 69.77 | 10.74 | 261 1.34 1.95 1.10 0.20 0.01

2003 | 535.05 | 69.03 | 9.79 2.42 1.14 1.87 0.63 0.43 0.03

2004 | 606.30 | 70.95 | 9.81 1.87 1.27 1.84 0.89 0.42 2.10

2005 | 60325 | 7037 | 898 | 231 0.81 1.19 0.59 0.36 3.00

2006 | 630.21 | 6359 | 13.06 | 2.03 1.09 0.95 0.73 0.47 3.15
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2015 | 1,262.66 | 31.32 | 22.96 | 1.78 1.23 1.21 019 | 11.86 | 3.32
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ASFEAE a7] Aol FET FARFE S A7 laiA = AAE AR
st FA A (stationarity)S Bl s oF sk, Al A G A5 oA T Le] EA)
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AZ1AA |al< 1012k {y,}7F B AL ol T4 wgEe] 78t
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2. Augmented Dickey-Fuller(ADF) Z A

ARQ1) B3 Y, =¢Y,_;+g o F HA YV, & WY o5 HS E=

AY, = (o— 1 0 4T e =Y RNEEs )

vel A7 03 2AY AW, 7 AALe] B2 A

= " F Utk

Dickey and Fuller(1979)~= RWAIAIE Y A&l 2(8) EdF o 3|4
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3. Phillips-Perron(PP) A A
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sttt ADF %3S AE¥se ¥4
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A AEbe BT AR A

< dntslelsity. PPAA o] A BA ] & E(asymptotic distribution)
= ADF¢} 5YUsle2 PPAAel UA%S ADFO 143 598 g 2
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10.37 8.92 7.43 29 10.04 18.97 | 16.03 1.76
Bera

HEF 138 138 138 138 138 138 138 138

A2d @92 2A

B AFoA AR ARE AAY ARCIH YFES] AAIE 87}
Aot} S, FEHEFTL oA o IS FHE o
g4 #2347 deA Ha @eZe] EAsHE 874 3719 A7 A2
T Utk wEbA AAIE Y < dotr 7] fste] &9l HA ol B as
o} ol A e 23 H U7 -Z217 3 (Augmented Dickey-Fuller

e

4/\

mlo

-/

test), ©7]-Z2GLSH % (Dickey-Fuller GLS test), ZHx-#H& AF
(Phillips-Perron test) 5°| Ut} ¥ AFores APA TN AL Hol
ALE-3E U7]-Z23 A% (ADF) 3 2H2-H2 HAAH(PP)S A Algste] &
< A% S A8k

_37_



* | o ]l o | ¥ | * *
*****MM*
Al |2 =2l || a | w]
TS| E1E8|1218]2|8|8
TSI TS T TITT
=
=
R T A - S B e
W el 8|Sl Y]
AmAmAMB,Aﬂ,m&
[
M | = | O
— | = | <t | N | O
Ele | S|l |8 3]3S
SlAd | S| =S |w | F| TS
>
=
FO 101530
AR |33 | 8| |IF |2 R
4|l d|ld || S| S|Pl
.
%%
10)
5O G £ >
4 & e | & K8
g He oo &< |
GO S L I ol e = =
R
G T
K

A
)

vehdich 2) 1(0)

S
=

1% sz SAACE fole

™
NCE
£ Ak
rol
X
.

i
R
b
L E
Sy
= AF

.
N N2

+

NR

)

ap

Elufe g o9 to] E4

il
s

o
ﬁo

)

—
fite)

el

I

_38_



723 Jonhansen Bounds test
124947
commodity (0.000) 4.12
12169 ;
residence (0.000) 3.95
T
) 441
of fice (0.000)
117.66™"°
business ©. OOO) 4.63
F 1) FAEY FAE HAASIE 43 w2 =(upper critical bounds value)2 3.52(10%),
4.01(5%), 5.06(1%) <!.(pesanren et al. 2001 p300, Table CI(iii) case(Il); 2) ZZete

= A4 10%, 5%, 1%A Fol S JERd. 4) Jonhansen 3%
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<E 4-5> YEYof ik FE A
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FMOLS ] 32 3 t t*
C 13.04""" 14277 19.99""" 10.95"
(4.69) (4.48) (5.89) (2.56)
-0.04"" -0.04""" -0.04""" -0.03""
Rate
(-3.20) (-3.36) (-3.63) (-2.81)
3747 4327 -6.09""" -0.92
Inex
(-2.83) (-2.85) (-4.05) (-0.42)
nipi 0.53%** 051" 0.01 -0.18
nipt
P (10.17) (8.67) (0.07) (-1.12)
WFDI -0.04 -0.04 -0.03 -0.03
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. 0.004"" 0.017""
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2 ~3.30E-05"
t
(-2.94)
lag 2 2 2
R? 0.917 0.938 0.934 0.938
adjR? 0.914 0.932 0.93 0.933
Z: 1) DOLSY A=-A9WF9] A S AIC(Akaike Information Criterion)E =th3lst=
vgor Adsgon AE-Adusse Ase ®mg g% 2) 7 e 44

10%, 5%, 1% Fowolx BAZCE FoddS ondh 3) 25 <k A= t-valuedd.

(E 4-6>= To5Fs2 NEadg S it FMOLSSF DOLS 74 2 3}
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adjR? 0.906 0916 0921 0.926

ZF: 1) DOLSY AE-xdAWFe] Ade AICE S 3sles Ry ow Adsigon Ax-X%
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