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Abstract
This paper describes the most recent developments of housing policy and housing marketing China. A key concern of this paper is to assess the development of housing affordability conditions of urban residents before and after the market-oriented housing reform. We use Shanghai housing market 1995-2006 as a case study. We propose a dynamic price-to-income ratio analysis framework that highlights the crucial roles of economic growth as well as housing finance instruments in supporting households' home purchase affordability. The newly developed thinking of housing affordability measurement, the residual income approach, is also employed in this paper. Based on this approach, we compute the occurrence probability of housing-induced poverty, define the target level of maximum affordable housing prices, and suggest the magnitude of housing assistance that should be provided to low-income households in Shanghai. No matter which approach is used, strong statistical evidences show that there is a sustained large gap between housing prices and populace's incomes in Shanghai. Less than 20% Shanghai residents could afford to buy a new home. Nonetheless, the overall housing affordability situation in urban China is much more complicated than what these figures can reflect. 
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