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Abstract

The real estate market often plays a very important role in the fluctuations of the
macro economy, so it is meaningful to research the fluctuations of the real estate
market itself. But the conclusions of most traditional theories usually have very big
difference from the fluctuations of the real estate market in the real world. So it is
necessary to find a new theory to explain the real estate market. The financial
accelerator theory set up by Bernanke Gertler and some other economists is a very
powerful theory to explain the macroeconomic fluctuation which is being developed
very well in the recent years, and which is supported by empirical evidence from
many countries. This paper tries to research the real estate market of China using the
view of the financial accelerator and the essential question is to prove the existence of
financial accelerator in the real estate market of China.

This paper uses Johansen cointegration test Granger causality relation test and
linear model based on VAR model to examine the macroscopic data from the real
estate industry, and uses instrumental variables method to examine the microscopic
date from listed companies of the real estate industry. Then find that the fluctuations
of the real estate industry of China are not only in accordance with the non-linear
characteristic of the financial accelerator but also with the asymmetric characteristic
of the financial accelerator which are the key characteristics of the financial
accelerator. And the method was recommended by Bernanke (1996) to test the
existence of the financial accelerator. The way of testing macroscopic data as well as
the microscopic data and of examining the non-linear characteristic as well as the
asymmetric characteristic is the very innovation made by this paper.

The conclusion is that the financial accelerator effect do exist in the the real
estate market of China. It should be take in account that the the financial accelerator
effect exist in the real estate market of China when the government makes monetary
policy and the policy for the real estate industry, thus to get a better assessment of the

monetary policy and to promote development of the real estate industry and the

v



harmony development of the real estate industry with the whole economy through
policies which are more in accordance with the law of the development of the real

estate industry.
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