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Is House Purchase Limit an Effective Policy to
Control Housing Price?

Abstract: As a quantity administration policy, will the House Purchase Limit influ-
ence the increasingly high house price? We firstly classify the limit by household regis-
tered and the area restricted to buy, and then use GMM estimation of a dynamic panel
data model to analyze the effects of the policy on the high-rising house price under the
framework of difference in differences. The findings are as follows. The most obvious
effect is on people with no household registered. The area restriction also has influence on
the house price and it is difficult to reduce the high-rising house price provided that
the restriction is carried out only in the main business area of the city. We have dis-
covered that the investment (speculation) demand is the essential factor influencing
housing price. In order to solve the problem of bubbles in the house market, we
suppose to deal with the problems beyond the house market. It is difficult to control
the house market without reducing the excess liquidity which is the main motivation
of the economic growth since the reform period.

Key words: House Purchase Limit; House Market Control; Difference in
Differences
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