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Abstract

Using data from 536 interviews of first home buyers in Guangzhou and Zhuhai in 2006, this paper compares the means of financing home purchase in the two cited cities.  Relaxation of the finance sector and proliferation of new financial institutions have become the driving force for housing reform in urban China, which encourages home purchase by individuals.  China’s accession to the World Trade Organization has opened the country’s lucrative financial sector to foreign banks such as the Citicorp, the Macquarie Bank, Hong Kong & Shanghai Banking Corporation and so on.  The mortgage finance markets used to be dominated by the Bank of Construction and the Bank of China, now other banks have slices of the big cake. The same is true of the colossal Chinese insurance market.  But there are contradictions in the dual system of governance, namely a socialist government along side a quasi-capitalist urban economy.  Although housing reform has been used as leverage for reforms in other sectors, for example the increase in rent is only feasible by corresponding wage increases; the aim of housing reform in the post-Deng period was clear, and that was promotion of home homeownership.
The financial and property markets in China are becoming internationalized.  As more avenues of housing finance are available, more and more people are expected to rely on mortgage loan from the newly minted financial institutions in major Chinese cities.  The   initial findings suggest a substantial number of respondents bought their homes outright without resort to mortgage facilities of any kind.  Case study approach was used in this paper to find out their means of fulfilling the homeownership dream.  Sale of public housing at greatly reduced prices in the 1990s told part of the story.  Housing reform flats were also sold at incredibly low prices for sitting tenants.  As revealed in the interview findings, assistance from relatives and friends were sought in order to climb up the housing ladder in urban China.   It is interesting to note that the interview data suggest more home buyers in Guangzhou (58.5%) bought their first home by one-off payment than home buyers in Zhuhai (42.8%), reflected by higher income earnings in Guangzhou and the new housing allowance scheme starting from 1998.
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