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A Look at the Subprime Crisis and the Lessons Learned from the Risk Management Experience in
the U.S. Real Estate Market
DONG Shijun' PENG Long™'
(1.China Institute of Finance, Southwestern University of Finance and Economics;
2.School of Economics and Management, Southeast University)

Abstract The real estate sector,with its large investment scale and long industrial chain,has had an outsized impact
on the macroeconomy.lt also is highly cyclical,and over the years its cyclical fluctuations have had a corresponding
influence on the nation's economic performance.In recent years,however,China's economy has entered the stage of
high-quality development,and the real estate sector has had to adjust by establishing a new development mechanism
that more closely coordinates four critical factors:people,housing,land and money.In this new phase of development,
it is useful to examine the U.S. real estate market in the wake of the subprime crisis as a reference for the domestic
industry in China.This paper makes a number of recommendations that reflect the experience of the period after the
U.S. subprime crisis.This paper concludes that real estate developers need to ensure they have adequate controls
over leverage and cash flow levels to ensure stable long-term growth.It is also important that the "invisible hand" of
the market and the "visible hand" of the government have equal importance,even during market downturns.This is
essential to creating a bigger and stronger economy that avoids heavy dependence on real estate-driven growth.
Keywords Real Estate Bubble, Economic Cycle, Subprime Crisis, New Development Modell
JEL Classification D92 E32 E61
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