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Abstract

This paper addresses the issue of demand and supply for residential housing in urban China since
the late 1980s when the urban housing market became commercialized. We start with the basic
premise that the standard theory of demand for and supply of consumer durable goods is
applicable to urban housing in China after the market for housing was established. In a
simultaneous equations framework we provide estimates of income and price elasticities of
demand and price elasticity of supply. Analysis of aggregated annual data from 1987 to 2006
shows that the rapid increase of urban residential housing can be well explained by the forces of
demand and supply, i.e., growth in income and change in construction cost determines the
aggregated movement in housing price to a large extent. We have found the (long-run) income
elasticity of demand for urban housing to be about 1, and the price elasticity of demand to be
between -0.5 and -0.6.  The price elasticity of supply of the total stock of housing is about 0.83.
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1997 17.8 1789.80 4.819 5160.3 2.951
1998 18.7 1853.56 4,790 5425.1 2.851
1999 19.4 1857.02 4.728 5854.0 2.785
2000 20.3 1948.43 4.766 6280.0 2.774
2001 20.8 2016.75 4.799 6859.6 2.746
2002 228 2091.72 4,751 7702.8 2.685
2003 23.7 2197.35 4.794 8472.2 2.674
2004 25.0 2548.61 4,952 9421.6 2.768
2005 26.1 2936.96 5.031 10493.0 2.786
2006 271 3119.25 5.106 11759.5 2.838
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F 2. 2006 FHER T ETE

AN 5 TH B S
1 427.16 3422.98
2 530.06 4765.55
3 655.61 6108.33
4 799. 32 7905.41
5 1009.55 10218.25
6 1341.89 13169.82
7 2196.59 21061.68
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