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Real Estate Risks: Performance, Transmission Mechanism and Countermeasures
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Abstract: The real estate industry, as the pillar industry of China’ s economy, has a significant impact on economic growth, employ-
ment, fiscal revenue, residents’ wealth and financial stability. The recent strengthening of financial regulation has resulted in a decline in
the liquidity of real estate, its associated upsiream and downstream industries, leading to a series of issues such as corporate defaults,
dwindling market expectations, and poor supply and demand. Moreover, the impact of the ongoing epidemic has increased the risk of de-
fault on residential mortgage loans, the decline in real estate investment has increased the risk of local government debt, and the decline in
housing prices can lead to credit asset valuation losses, which could trigger systemic financial risks. The current crisis faced by the real es-
tate industry fundamentally stems from a crisis of confidence and expectations within the entire real estate market. The urgent task at hand
is to rebuild market expectations and trust. In the short term, it is crucial to adopt measures such as moderately relaxing financial support
for real estate enterprises, mitigating the negative impact of risky ventures, and providing guidance on market expectations. In the long
run, it is imperative to establish a sustainable mechanism for the healthy development of the real estate sector, and to encourage real estate
enterprises to shift to a new development model that is more stable, sustainable, and transformative.
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