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Abstract: Once urban land price and liquidity fluctuate
sharply, risk contagion may occur and the credit defaults
event of urban construction investment company (UCIC)
relying deeply on the land market may be triggered. Firstly,
this paper studies the mechanism of land risk’ s contagion
effect on the credit of UCIC theoretically based on the balance
sheet theory through three channels, namely land price
fluctuation-collateral value channel, land price fluctuation-
capital channel and liquidity-financing channel. Secondly, the
study identifies 52 urban construction investment companies
in China as research samples, and the directed acyclic graph
(DAG) technology and vector auto regressive (VAR) model
are employed to verify the risk contagion mechanism. The

empirical results of the three channels show that: Urban land
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price fluctuation has significant short-term influence on UCIC’
s credit defaults, and its risk contagion effects take place
through land price fluctuation-capital channel signifying
UCIC’ s financing ability. Urban land fluctuation has
significant amplificated long-term influence on UCIC’ s credit
defaults through the channel. The

contagion effect via investment, revenues and cash payment

liquidity-financing

risk does not have significance.

Key words: land market; urban construction investment
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Fig.1 Risk contagion mechanism through land price fluctuation—collateral value channel
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Fig.2 Risk contagion mechanism through land price fluctuation—capital(refinancing) channel
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Fig.3 Spiral-shaped risk contagion mechanism through
land price fluctuation- capital (investment and

revenues) channel
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Fig.4 Amplificated risk contagion effect of land market liquidity-balance sheet liquidity
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Fig.5 Associated risk contagion effect of land market liquidity and financing liquidity
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Tab.2 Land price fluctuation-collateral value channel’s
variables in PVAR model
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Fig.6 Land price fluctuation-collateral value

channel’ s risk contagion DAG map
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Fig.7 Land price fluctuation—collateral value channel’s

pulse response function based on PVAR model
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Tab.3 Land price fluctuation- collateral value channel’

s predictive variance decomposition

R (D Aii/ % Vii/ % Yi./%
1 10. 24 0.10 89. 66
2 10.23 0.11 89. 66
5 10.23 0.11 89. 66
10 10.23 0.11 89. 66
15 10.23 0.11 89. 66
20 10. 23 0.11 89. 66

(RN 0 BB T - A ORIy 22 AR T 50 A
FRFA R 2 B E WERKR.
3.2 BRMARAESREFRRLIE
G 8 B B 2 B P E (AL (il

i
18 4,,

HANK T, RLBERES) N,

ik ilsd
R0,

E8 titfhikEz-EALS(BEHE)EE
KL DAG £ R

Fig.8 Land price fluctuation-capital ( refinancing)

channel’ s risk contagion DAG map
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Tab.4 Land price fluctuation— capital ( refinancing)

channel’s predictive variance decomposition

B A () Aii/% N:i:/ % 0.:/% Y/ %
1 8.35 0. 28 4.52 86. 85
2 7.83 10. 64 5. 00 76.52
5 7.83 10. 64 5.09 76. 44
10 7.83 10. 64 5.09 76. 44
15 7.83 10. 64 5.09 76. 44
20 7.83 10. 64 5.09 76. 44
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Fig.9 Land price fluctuation-capital (investment and

revenues) channel’s risk contagion DAG map
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Tab.5 Land price fluctuation-capital (investment and
predictive

revenues ) channel’s

variance decomposition

Ngﬁ(ég) Az‘,t/% Ni,z/% Iz‘,z/% Rz‘,t/% Oi,t/% Yi,t/%

1 8. 69 0.16 0.11 1. 05 3.42  86.56
2 7.98 11. 31 0.28 1.70 4.11  74.62
5 7.95 11. 27 0. 30 1.93 4,19  74.36
10 7.95 11. 27 0. 30 1.93 4,19  74.36
15 7.95 11. 27 0. 30 1.93 4.19  74.36
20 7.95 11. 27 0. 30 1.93 4.19  74.36
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Fig. 10 Land market liquidity-balance sheet liquidity

channel’ s pulse response function based on
PVAR model

T J5 22 53 g R S b T R S M 2 B i
2R T B T L FTRRER A 9. 6000 , HAAR XY



1072 B k2% ROH R B2 B

EEVE

TN ) 7 2 AR G T % 22 A R BB R AR .
w9 7= MR U B M A B AR R A B P EL B
Xof 5B 29 KU AR J1 A R 0. 12%, RIAK =11 (R %
TEh MR XA AR B
3.5 LibiTiA-BEE A S IR KB AR e P STE
&% 5 B9 DAG Z55 a1 11 fit7s. DAG 4304
R AR T B sh - N A - B 4 X
B X — RS YL ik A%, 6% SRR R sh v (ML, D B
Wi s, + Hi T 3 3 3 R T A AR SR B R
WA T E AN, 5 Shin*I gL —8. T
T A 1 R T T 7 A XU A% Yk

THRE
[msmatt o,

Ai.f
T
LN T,

WAL,

B RARE
KB N,

2SR R;,

B 11 LiwtiimimshE-r iR ah R E XUk
£ DAG &R
Fig.11 Land market Liquidity-financing liquidity

channel’ s risk contagion DAG map

FRERYE 5. 2 A L T R sl A R
Rl 3L Bl 0 2 ) 40 XL P A B 0. e Aot 7 2
PVAR %5 535 b %5 ¢ i s 1 - Rl 9E o sh 1k 2R 1
AR BETE IXURS: 12 ROz, aniel 12 F7 , T 5
B — A v 22 b o T B0 w49 KUK IE 17 22 4k
0. 05 , 7E 55— Bk b Wi SR R S5 B 5, B Pk i
IO R WE B 55 22 26 T Ok TE78 TR R BT s M) L
A 13, R R s P — AR R i S BUA Rl

0.151
5 95% BIEXIE
0.10 Jok e [ R AT 1 2
E 0.05
B 4 T

1
S 10 15 20

%
B 12 B EE PVAR 28I EK o IR K7 66 £
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function based on PVAR model
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Land market liquidity associated financing

Fig. 13
liquidity channel’ s pulse response function
based on PVAR model
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Tab.6 Land market Liquidity—financing liquidity

channel’ s predictive variance decomposition

PR () Mi,:/% Lite/% Ait/% Rii/% Oie/% Yii/%

1 50.27  0.86 0.97 0.91 0.07  46.92
2 47. 54 5.47 1.08 1.02 0.94 43.96
5 43.82 9.43 3. 54 1.14 1.20  40.87
10 43.32  10.39 3.53 1.15 1.18  40.42
15 43.31 10.42 3.53 1.15 1.18  40.41
20 43.31 10.42 3.63 1.15 1.18  40.41
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