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Abstract

Between 2010 and 2015, China’s urban homeownership rate rose by 8.3 per-
centage points. This paper investigates the sources of that surge using a gen-
eral equilibrium overlapping-generations (OLG) model with life-cycle housing
tenure choice. By embedding fixed-payment mortgages into an OLG frame-
work, the analysis evaluates reductions in down-payment requirements, de-
clines in mortgage rates, the emergence of online real-estate platforms, and
the expansion of subsidized affordable housing programs. Key features of
the model include the dual role of housing as both a consumption good and
an investment asset, as well as tenure choices made by heterogeneous agents.
Calibrated to Chinese data, the model shows that in the short run, reductions
in mortgage rates and targeted subsidies are the principal contributors to the
homeownership surge. A cut in mortgage rates raises ownership by 4.5%,
while the expansion of affordable housing programs increases it by 4.9%.
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