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Abstract

Many research institutions, including the World Bank, the IMF,
Moody’s, and the Fitch Group, have recently issued risk warnings about
mainland China’s housing market, indicating an increasing risk of its
housing bubble bursting. This paper finds that, based on consideration of
political factors, it is unlikely that the bubble will burst before the
mainland’s new leadership takes office in the fall of 2012. However, if we
examine economic factors alone, then under the assumption that the saving,
interest and inflation (CPI) rates stay at their present levels of 3.5%, 4.45%
and 6.2% respectively, there will be a possibility of the housing bubble
bursting in 2012 if, and only if, the mainland’s housing prices fall by as
much as 18% or consumer price inflation plummets to 0.92% (with housing
prices unchanged).

Moreover, when the housing bubble does burst, in addition to
depressing global commodity prices, it will also have a deep economic
impact on countries that export to the mainland, including Taiwan, Japan,
Korea, Brazil and Malaysia. Furthermore, due to its high level of export
dependence on the mainland, Taiwan could experience an extremely severe
economic impact from the bursting of the mainland’s housing bubble. To
respond to this risk, Taiwan’s government should implement a strategy of
diversifying export markets, working actively to develop main markets and
emerging markets around the world, and speeding up the negotiation and
signing of free trade agreements (FTAs) with other countries. Also, the
government should carefully review the risks of construction industry and
financial industry investment in the mainland, and set up a credit guarantee
fund to provide financing guarantees for Taiwanese small and
medium-sized enterprises (SMEs) investing in the mainland, to help
businesses weather the shock of a bursting of the mainland’s housing
bubble.
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AR | 2010 2011 EXTES
@ F (18H| 1A |28 |38 |4R |58 |6A|7A |88 | W
b [1,231.2| 624.3] 108.6| 42.6| 59.3| 53.3| 71.2| 882 98.8 67.2| -11.9
E%(1,581.6| 901.6| 154.8| 52.1| 112.0| 99.3| 114.2| 111.0| 116.0| 116.2| 4.1
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B | 403.6| 203.8| 75.0] 28.8| 25.6| 27.00 49.0| 43.3| 369 342 2.1
X #(1,024.8) 629.0] 80.6| 104.1| 62.0| 40.9| 80.9| 759 84.4| 856 10.7
F 8 (2,237.0] 922.1| 145.5| 68.8| 123.5| 128.3| 111.5| 114.3] 93.8 100.2| -30.3
K% [1,449.1| 801.8| 1353 65.7 86.5| 123.6| 1352 120.3| 1352| 5.2
B R | 535.7| 262.3| 66.6| 23.4| 222 182| 31.1| 284| 342 262| -3.6
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BB F [18A| 1A |28 |38 |48 |58 |68 |78 |88 | (%
36 % (22,690|22,852(22,650|22,767(22,893|22,862|22,914(22,884/22,896|22,953| 0.7
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F | 5,943] 6,886 7,193 5,849 6,933| 7,321| 6,850| 7,150| 7,184| 6,603] 15.9
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d % (12,133[13,279]12,773(13,201|13,069|12,286|12,346(12,789|14,766(15,000, 9.4
AAR| 7,757 7,099| 7,203| 7,050 7,073| 7,028| 7,026| 7,175 7,169| 7,072| -8.5
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