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Land Financialization: Sustainability, Intersectoral Risk Linkages and Policy Responses
Zhao Fuyang' Xia Qian’
(1. School of Economics, Central University of Finance and Economics;
2. Inclusive Finance Department, Postal Saving Bank of China)
Abstract In 2022, China's real estate industry showed an unusual downward trend. The crisis in the real estate-
finance field reveals existing problems from land financialization. The essence of land financialization is that local
governments and real estate enterprises obtain a huge amount of financing through front-loaded future cash flows,
and then invest in the development of land, real estate and urban infrastructure. This model leads to high levels of
leverage for local government, real estate enterprises and households. Over the past 20 years, land financialization has
leveraged huge amounts of capital, and greatly promoted China's infrastructure and urban construction. Yet, it has also
brought about problems of financial stability, sustainability and resource misallocation. This paper analyzes the short-
and long-term challenges of land financialization and provides suggestions under multiple policy objectives such as
housing price stabilization.
Keywords Land Financialization, Real Estate, New Urbanization, Risk Linkages
JEL Classification H70 E44 E62
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