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The Role of Stock Price and Housing Price on Chinese Residents’ Net Bank
Based on the Empirical Analysis of State Space Model

Deposits

YANG Lingling'  CHEN Jun’
(1. School of Economics and Management Yunnan Normal University Kunming Yunnan 650500 China;

2. School of Business and Tourism Management Yunnan University Kunming Yunnan 650091 China)

Abstract: This paper deals with the important factor that causes a decrease of residents’ net bank deposits
i. e. the asset price. The role of stock price and housing price to residents’ net bank deposits during the first quarter
of 2000 to the end of 2009 has been tested by state space model. The results show that stock price and housing price
have shunting effect to residents’ net bank deposits in China and the latter has greater influences than the former
particularly after 2006. Therefore it will be an effective way for the diversion of household deposits to stabilize the
asset price develop the stock market and real estate market. Such measures could not only help to reduce assets
risks but also to increase the residents” income and enhance the long — and medium term purchasing power of the
residents constantly.

Key words: stock price; housing price; net bank deposits of the residents; state space model
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