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1
Table 1 Descriptive statistics
25% 50% 75% 25% 50% 75%
Houseindex1 8 532 1.31 1.79 | 2.43 0.78 ROASD 8532 | 0.02 | 0.03 0.06 0.13
Houseindex2 8 532 1.33 1.87 | 2.56 0.85 Stockreturn 8528 | -0.31] -0.03| 0.81 1.04
Houseindex3 8 532 1.29 1.63 2.38 0.92 Cashflow 8532 | 0.04 | 0.17 0.36 12.66
Landindex 8 532 1.77 3.14 | 5.75 24.47 Cashratio 8532 | 0.07 | 0.13 0.20 0.11
REValuel 8 532 0.63 1.22 | 2.32 | 164.24 Tobin’ q 8528 | 0.55 | 0.68 0. 81 1.79
REValue2 8 532 0.65 1.26 | 2.41 162.10 Size 8528 |20.07 | 20.94 | 21.83 1.53
REValue3 8 532 0.58 1.12 | 2.12 160. 09 Age 8532 | 5.00 | 9.00 10.00 3.38
Loanratio 8 532 0.42 | 0.86 1.50 29. 66 Freecash 7549 | 0.05 0.26 0.63 3.16
Netdebtissues 8532 | -0.07| 0.02 | 0.24 52.18 Firstholder 8532 | 0.25 | 0.35 0.50 0.16
INV 8 532 0.10 | 0.25 | 0.53 5.30 MHold 8 531 0.00 | 0.00 | 0.000 1 0.02
INVSD 8532 0.15 0.28 0. 60 4.94 DHold 8 531 0.00 | 0.00 | 0.000 1 0.02
Overinvl 7 571 0.00 | 0.00 | 0.14 5.21 DSize 8439 | 9.00 | 9.00 11.00 2.02
Overini2 8532 0.00 | 0.30 | 0.63 0.53 Indirector 8439 | 0.33 | 0.33 0.36 0.05
FClndex 8532 | -3.66| -3.29| -2.56| 3.60 SConnect 8532 | 0.00 | 0.00 1.00 0.48
Stockearning 8 530 0.04 | 0.15 0.35 0.52 Secondholder 8532 | 6.35 | 14.43 26.02 12.55
StockEBIT 8 532 0.12 | 0.30 | 0.60 0.66 Diverratio 7913 | 0.00 | 0.00 1.00 8.24
Firmsalegrow 8526 |0.001 | 0.15 0.32 41.14 Control _state 8532 | 0.00 1.00 1.00 0.46
Debtratio 8 532 0.39 | 0.52 | 0.65 1.61 Control_private | 8532 | 0.00 | 0.00 1.00 0.44
ROA 8 532 0.01 0.03 0.05 0.15 Control_foreign | 8 532 | 0.00 | 0.00 0.00 0.08
1 REValue Kz
REValue N
REValue 0—20 ( Whited
Wu) " . Hardlock  Pierce * KZ
( 202 REValue 20 wWwW
7 REValue 1 000 RE- KZ
Value 2007 WwW KZ
N WW
REValue WwW ww
REValue (
) ( )
2007
REValue 3
2.2.2
. 3.1 .
Kaplan Zin—
gales KZ Whited ~ Wu "
WW KZ ( reduced form)
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1 1
Houseindex 37
LandIndex
( 45%
Chaney Houseindex) . 2 -
A 2-B Houseindex
Houseindex  LandIndex 2
12 ]
Gan
2003
—2011
FClndex
INV, = a+B,REValue, +83, FCIndex; xREValue, +
( ) BsHouseindex; + B,FCIndex; + 6X; +
pRegion; +v; + ¢, (3)
2-A N
Table 2-A Real estate value financial constraints and corporate financing
Loanratio
(1) (2) (3) (4) (5) (6)
0.286 0.286*** 0.2857* 0.284*** 0.1767** 0.175**
REValue
(0.108) (0.108) (0.109) (0.109) (0.020) (0.020)
0.068 *** 0.068 *** 0.068 *** 0.067 *** 0.043 7% 0.043 %
FCIndex x REValue
(0.025) (0.025) (0.025) (0.025) (0.004) (0.004)
-3.282 -2.721 -3.286 -2.886 -0.981 -0.969
Houseindex
(3.628) (3.352) (3.761) (3.557) (1.344) (1.336)
-0.143 -0.148 -0.203
LandIndex
(0.093) (0.099) (0.160)
-0.356 -0.357 -0.369 -0.369 -0.261 -0.259
FClIndex
(0.356) (0.356) (0.363) (0.363) (0.304) (0.304)
/
954 954 954 954 954 954
R? 0.025 0.025 0.025 0.025 0.027 0.027
T10% *59 e ) (2) .(3) (4).(5 (6)
REValue REValuel -REValue3 Houseindex Houseindex1-Houseindex3.
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2-B N
Table 2-B Real estate value financial constraints and corporate financing
Netdebtissues
(1) (2) (3) (4) (5) (6)
1. 1747 1. 1747 1.070 % 1.0707** 1.2427%% 1.2427%
REValue
(0.095) (0.095) (0.087) (0.087) (0.041) (0.041)
*kk *kk *kk *kk *kk *kk
FClndes x REValue 0.562 0.563 0.511 0.511 0.621 0.621
(0.022) (0.022) (0.020) (0.020) (0.011) (0.011)
. 1.108 0.978 1.252 1.182 -0.290 -0.293
Houseindex
(0.823) (0.802) (0.781) (0.761) (0.401) (0.400)
0.033 0.026 0.047
LandIndex
(0.025) (0.026) (0.033)
, —1.900 *** —1.899 *** —1.808 *** —1.808 *** —-1.807 —1.808 **
FClndex
(0.497) (0.497) (0.484) (0.485) (0.475) (0.475)
/
954 954 954 954 954 954
R? 0.977 0.977 0.978 0.978 0.977 0.977
* 10% 59 e ) (1) (2)(3) (4) (5 (9)
REValue REValuel REValue3 Houseindex Houseindex1-Houseindex3.
(3) (2) 0.011 38%
Cashflow Cashratio~ Stockreturn (0.011 +0.029) .
Debiratio « Firmsalegrow Age ( ) 7.09
. N N 10%
205.61
3.
REValue FCIndex x 78.13 2003
REValue 1% . (
1 0.029 ; 1.97 5.83
3 R
Table 3 Real estate value financial constraints and corporate investment
INV
(1) (2) (3) (4) (5) (6)
REVal 0.029 *** 0.028 *** 0.027 *** 0.027 *** 0.030*** 0.030***
alue
(0.006) (0.006) (0.006) (0.006) (0.006) (0.006)
kK kK *kk *kk kK *kk
FClndex x REValue 0.003 0.003 0.003 0.003 0.003 0.003
(0.001) (0.001) (0.001) (0.001) (0.001) (0.001)
—-0.688 —-0.659 —-0.600*** —-0.578 % —-0.265** —-0.262*
Houseindex
(0.217) (0.210) (0.190) (0.185) (0.083) (0.083)
. -0.006 *** -0.006 *** -0.004**
Landindex
(0.002) (0.002) (0.002)
FClnd —0.479 —0.479 % * —0.478 % —0.479 —-0.466 —0.467
ndex
(0.054) (0.054) (0.055) (0.055) (0.054) (0.054)
954 954 954 954 954 954
R? 0.169 0. 161 0.170 0.169 0.163 0.163
T10% 59 1% AL (2)(3) (4) (5 (6)
REValue REValuel -REValue3 Houseindex Houseindex1 Houseindex3.
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4 R
Table 4 Real estate value financial constraints and corporate over-investment
Overinvl
(1) (2) (3) (4) (5) (6)
0.035** 0.035** 0.034** 0.034** 0.010 0.011
REValue
(0.015) (0.015) (0.015) (0.015) (0.014) (0.015)
0.007" 0.007" 0.007" 0.007" 0.001 0.001
FClIndex x REValue
(0.004) (0.004) (0.003) (0.003) (0.003) (0.004)
—2.476* —2.5117% —2.044 % -1.963 % —1.287 % —-1.101
Houseindex
(0.343) (0.411) (0.304) (0.357) (0.266) (0.273)
0.008 -0.021 —-0.121 %
Landindex
(0.049) (0.048) (0.042)
-0.608 -0.609 ** -0.600** -0.597** -0.529** -0.523**
FClIndex
(0.257) (0.257) (0.256) (0.256) (0.256) (0.256)
954 954 954 954 954 954
Pseudo R* 0.015 0.015 0.015 0.015 0.014 0.014
T10% 59 1% () (2)(3) (4) (5 (6)
REValue REValuel -REValue3 Houseindex Houseindex1 Houseindex3.
Vi A, ¢ q; = q ¢y
q; 1 Greene
i d, q; q;
g, q( Greene 416
5, (7) —419 ).
(9)
Vit - Vit—l Ait - Ait—l
= -q(g -8) +q -
Ait—l Ait—l V[l = + — +
Div, V, - + A
T, C ”+gl-, (8)
Ail—l Ait—l 30% ,
& DL'U,»[ ( AL,[ = + ,
) Vit—l X dit . DiUit = ~
(8)
q q; - (9)
9 (8)
Durnev 2
q
Greene 4 ANOMK,
i
K, =(1-68)K,, + P (10)
q- it
K, 1990
Vir B Vi,x—l ( 5) : +( : ) Ait_ it-1 8i L Pif 1990
=— - c,. c,) ———— — )
A,j,,] q g 1i q 2i A{[f] i
( T+C3i) +(r+ey) te; '
Aioy Ay (10) 954



7
2011 . (6)
(9) q; q;
Overinv2. Tobit
Overim2 = max{0 1 - ¢} (11) . Tobit
(6) Tobit 5
5 N
Table 5 Real estate value financial constraints and corporate over-investment
Overini2
(1) (2) (3) (4) (5) (6)
0.002" 0.002" 0.002 0.002 0.004 ** 0.004**
REValue
(0.001) (0.001) (0.001) (0.001) (0.002) (0.002)
**k Kk *k Kk *x Kk
FCIndex x REValue 0.001 0.001 0.001 0.001 0.002 0.002
(0.000 5) (0.000 5) (0.000 4) (0.000 4) (0.000 7) (0.000 7)
. 0.192*** 0.258 *** 0. 190 *** 0.242 %% -0.003 0. 006
Houseindex
(0.070) (0.070) (0.059) (0.059) (0.044) (0.044)
. 0.013*** 0.013*** 0.012***
Landindex
(0.003) (0.003) (0.003)
0.010 0.008 0.013 0.012 0.004 0.001
FCIndex
(0.017) (0.017) (0.016) (0.016) (0.016) (0.016)
954 954 954 954 954 954
Pseudo R* 0.01 0.01 0.01 0.01 0.01 0.01
T10% 59 N ) () (2)(3) (4).(5) (6)
REValue REValuel -REValue3 Houseindex Houseindex1-Houseindex3.
5 REValue FCIndex x . REVal-
REValue 4 uel  Houseindex1 (
6 Size  Firstholder. 6
Houseindex Landindex REValue  FClndex x REValue
4 ( 4
6
3.3 N
Kiyotaki ~ Moore
Kiyo-
taki Moore *
6

INVSD, =a4B,REValue,+B3, F CIndex, xREValue, +
BsHouseindex; + B,FCIndex; +
8X; + pRegion; + ¢, (12)

( ROA. Stockearning ~ StockEBIT)
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6
Table 6 Real estate value and corporate performance
ROA ROA StockEBIT StockEBIT Stock Stock
earning earning
i 0.000 1 0.000 1 0.000 3 0.000 3 0.000 5 0.000 5
REValue
(0.000 2) (0.000 2) (0.000 4) (0.000 4) (0.0005) | (0.000 5)
-0.000 03 -0.000 03 0. 000 06 0. 000 06 0.000 1 0.000 1
FClndex x REValue (0.000 1) (0.000 1) (0.000 1) (0.000 1) (0.000 1) (0.000 1)
. 0. 004 0. 004 0.015 0.022 0.011 0.021
Houseindex
(0.008) (0.009) (0.028) (0.029) (0.035) (0.036)
. -0.000 2 -0.002 -0.003
Landindex
(0.001) (0.003) (0.003)
| -0.003 -0.003 -0.014 -0.014 -0.020" -0.020"
FCIndex
(0.004) (0.004) (0.009) (0.009) (0.012) (0.012)
/
954 954 954 954 954 954
R? 0.018 0.018 0.064 0.064 0.079 0.079
* 10% 5% % . REValue  Houseindex REValuel
Houseindex1.
INVSD
INVSD 7
0 Tobit
(12) . Tobit 7
(12)
( ROASD) .
REValue  FClndex x REValue 1%
7
Table 7 Real estate value financial constraints and investment volatility
INVSD
(1) (2) (3) (4) (5) (6)
) 0.0187** 0.0187** 0.0167** 0.0167** 0.0257 0.025 ***
REValue
(0.005) (0.005) (0.004) (0.004) (0.006) (0.006)
*kk *kk *kk *kk *kk *kk
FClndex x REValue 0.002 0.002 0.002 0.002 0.003 0.003
(0.000 4) (0.000 5) (0.000 4) (0.000 4) (0.001) (0.001)
. -1.316** -1.3377%% —1.1887** -1.203** -0.515* -0.516 "
Houseindex
(0.457) (0.467) (0.396) (0.403) (0.174) (0.175)
. -0.005 -0.004 -0.001
Landindex
(0.003) (0.003) (0.003)
} —-0.868*** —-0.867 —-0.867 -0.867 -0.853 % -0.853 %
FClIndex
(0.113) (0.113) (0.114) (0.114) (0.115) (0.115)
. -0.780 -0.794 -0.608 -0.620 -0.887 -0.890
ROASD
(0.587) (0.593) (0.562) (0.566) (0.557) (0.559)
954 954 954 954 954 954
Pseudo R? 0.019 0.019 0.019 0.019 0.019 0.019
T10% 59 e ) (1) (2).(3) (4).(5 (6)

REValue

REValuel REValue3 Houseindex

Houseindex1 Houseindex3.
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1)
( ) 8
12)
8§ -B
8§-A
Mian Sufi ¥
/ . ( Overiny2
( ) 8-B Overin12
). 8-B
/
( ) ( 5 ) 8-B
8-A
; 8-A 8§ -A
8 -B
/ 8
8-A
Table 8-A Instrumental variables estimation
. Houseindex 1

0.101*** 0.101*** 0.101*** 0.021** 0.1037** 0.103 ***

Lndensity
(0.000) (0.000) (0.004) (0.011) (0.004) (0.004)
Loanratio Netdebtissues INV Overinvl Overini2 INVSD
0.317*** 1.184%* ** 0.035*** 0.036** 0.005 0.025 ***

REValue
(0.026) (0.007) (0.008) (0.017) (0.005) (0.002)
0.074*** 0.566*** 0.004 *** 0.007" 0.002 0.003 ***

FCIndex xREValue
(0.007) (0.002) (0.001) (0.004) (0.002) (0.000)
954 954 954 954 954 954

T 10% 59 e )
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8§-B
Table 8 — B Instrumental variables estimation
. Houseindex 1
Rate/ Density —0.744 % —0.744 % —1.660*** —-3.579 % -1.608 *** —1.580 %
(0.216) (0.216) (0.201) (0.322) (0.196) (0.197)
Rute -0.129*** -0. 129 -0.001 0.035*** -0.638 -0.637
(0.004) (0.004) (0.002) (0.004) (0.052) (0.052)
Loanratio Netdebtissues INV Overinvl Overinv2 INVSD
RiEValue 0.327 % 1.387 % 0.091 *** 0. 1147 0.017*** 0.247 %
(0.052) (0.014) (0.015) (0.018) (0.004) (0.012)
FCIndes x REValue 0.075*** 0.607 *** 0.022 *** 0.024 *** 0.006 *** 0.082 ***
(0.013) (0.003) (0.004) (0.004) (0.002) (0.005)
954 954 954 954 954 954
10% 5% 1%
3.5 (2004 —2011 )
3.5.1 9 REVal-
2003 uel  Houseindex1
(2003 —2011 ) ( REValue2 <
REValue3 Houseindex2 « Houseindex3
9 2004
? —2011
2004
9 (2004 —2011 )
Table 9 Robust test( 2004 —2011)
Loanratio Netdebtissues INV Overinvl Overinv2 INVSD
REValue 0.365** 1.1317%% 0.031*** 0.087 *** 0.001 4 0.015™**
(0.000) (0.073) (0.009) (0.021) (0.000 7) (0.002)
FCIndex x REValue 0.086*** 0.5527** 0.003*** 0.019*** 0.001 *** 0.002 ***
(0.02) (0.017) (0.001) (0.005) (0. 000) (0.000)
954 954 954 954 954 954
T10% 5% 1%
3.5.2
Chaney ° ’ ( Overinvl Over—
Wu " in2 ).
70
70 70
(
5 . ) 70
10 ( REValuel
Houseindex1 ).
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Table 10 Robust test( small firms samples)
Loanratio Netdebtissues INV Overinvl Overinv2 INVSD
0.257*** 1.157 %% 0.035*** 0.012 0.005 ** 0.0127%%
REValue
(0.113) (0.087) (0.006) (0.037) (0.002) (0.004)
X *kk . *kk . *kk 0. 0002 . *kk . H*k¥k
FClndex x REValue 0.062 0.561 0.004 0.003 0.001
(0.026) (0.02) (0.001) (0.009) (0.001) (0.000 5)
954 954 954 954 954 954
10% 5% 1%

Kiyotaki ~ Moore *

70
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The microscopic transmission effects of real estate prices fluctuation: From a
financial constraint perspective

LIN Ling' ZENG Hai5ian®
1. Guangxi Research Institute for Innovation and Development Guangxi University Nanning 530004 China;
2. Business School Guangxi University Nanning 530004 China

Abstract: This paper analyzes the role and economic consequences of financial constraints in real estate price
transmission. It is found that real estate prices fluctuations have significant effects on corporate financing and
investment and that the diffuse scope of effects depends on corporate financial constraints: when corporate re—
al estate value grows more financially constrained corporations raise more outside debts have more investment
capability and then are more inclined to overinvest. This paper also finds that real estate price fluctuations
can lower the efficiency of corporate capital allocation and that there is not substantial performance improve—
ment after rising corporate real estate value. These findings indicate that there are negative effects in the trans—
mission mechanism of collateral asset prices. It is also found that highly constrained corporations show more in—
vestment volatility with real estate price fluctuations suggesting that financial constraints may amplify business
cycles fluctuations which is in consistent with Kiyotaki and Moore( 1997) .
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