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Abstract

For many years, roaring investment in real estate has helped stoke
mainland China’s economic growth, but has also pushed up housing prices.
In 2009, housing prices had reportedly risen beyond the means of 85% of
families, with the median home price to income ratio in urban areas having
climbed to 8.3, far above the reasonable level of 3~6. The extremely high
ratios of 23 in Shenzhen, 20.7 in Beijing and 12.8 in Shanghai were far
above the 8.89 ratio in Taipei in the first half of 2009. Moreover, the
commercial property vacancy rate was above 30%, far in excess of the 15%
warning line.

While housing prices in mainland China have been shooting up
continuously for many years, they were pushed up extra sharply in 2009 by
a massive surge of monetary liquidity. The astonishing price of housing in
many cities shows that there is an asset bubble in the housing market
serious enough to threaten the stable and healthy development of mainland
China’s economy, while the consequences of the bubble bursting are hard to
imagine. Hence, mainland China’s government has since late 2009 taken a
series of measures aimed at curbing housing prices and restraining
speculation in the housing market. However, these measures have had only
a limited effect in reducing housing prices overall, and it still remains to be
seen what subsequent effect they may have. Given the closeness of
cross-strait economic and trade links, it will be hard for Taiwan to avoid
being affected if the mainland bubble bursts. Therefore, this is a situation
that warrants close attention in Taiwan.
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