
Fluctuations in local real estate 
markets can affect global 
production networks.
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Collateral shocks and Financial Constraints

Collateral Shocks and Product Prices

• 46 cities adopted Housing Purchase Restrictions (HPR) in 2010 
and 2011 in China which generate collateral shocks to firms

• Firms are more financially constrained after collateral shocks
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• Firms raise product prices after collateral shocks

• Treated Chinese suppliers trade less with US customers
• US customers reallocate imports to other suppliers

• Real estate shocks affect firms’ external financing
• Financially constrained firms raise exporting product prices
• A 6% drop in collateral value leads to an 11% reduction in trade 

between Chinese suppliers and US customers


