
Enlightenment of Real Estate Development
in the United Kingdom for China Based

on the Perspective of Low Carbon

Xiaowen Liu(B)

London School of Economics, London WC2A 2AE, UK
Liuxiaowen_kira1110@outlook.com

Abstract. In recent years, the Chinese real estate industry fluctuates dramatically.
However, the UK’s real estate industry and housing prices present an upward
trend. Therefore, this paper discusses the Chinese real estate problems from the
perspective of green and low carbon economy by drawing from the policies of the
United Kingdom in the short run and long run. Real estate is supporting industry in
China, this industry affects or promotes the rest of the industries in China. Hence,
relieving decreasing property prices can stable the Chinese economy. This paper
hopes to offer some references for the future researches in Chinese real estate.
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1 Introduction

Real estate plays an important role in the Chinese economy, whereas after the rapidly
rising house price across the country, house prices start to drop in many cities, which
present a very unstable and abnormal situation. Although the United Kingdom is a
capitalist state, they choose different policies to control Covid-19, they still present an
increasing trend in house prices. In this field, other studies show how covid-19 affects
Chinese house prices, but they did not show other countries’ policies and approaches to
boost the demand for the real estate industry. In addition, the Chinese government pays
attention to low carbon and green development. Therefore, this paper researches UK’s
real estate history and policies and their green and low carbon development in the real
estate industry, also discusses the Chinese real estate problems from the perspective of
green and low carbon economy, hoping to find effective policies that could be applied
in the Chinese real estate industry under the view of low carbon.

2 Enlightenment of Real Estate Development in the United
Kingdom for China

2.1 The History of Real Estate Development in the United Kingdom

The United Kingdom is one of the most developed countries in the world with advanced
technology and the most perfect and fully functional financial service. Moreover, the
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real estate industry in the United Kingdom is well-developed, attracting many investors.
It is mainly because the UK government implemented a reducing stamp duty land tax
policy and set a relatively lower interest rate [1]. According to Schroders, from 1918 to
2001, the percentage of owner-occupiers in the United Kingdom experienced dramatic
growth, from nearly 25% to 60%.After that, it fell by around 58% in 2019 [2]. Therefore,
a growing number of people chose to purchase property in the United Kingdom, even
after experiencing the financial crisis, Brexit, and the ongoing Covid-19.

When it comes to the history of real estate in the UK, the First World War is a
starting point. After World War I, a considerable demand for housing arose, although
there was an economic downturn. The UK government intervened in the housingmarket,
which provided council houses, known as the “Addison Act” [3]. The UK government
subsided local authorities and built houses for rent. The time came after the SecondWorld
War; the United Kingdom had a severe shortage of homes because the war demolished
thousands of buildings. Statics showed that 750,000 new homes had to be reconstructed
throughout England and Wales [5]. As claimed by UK Parliament, £1.1 million homes
were built during these two periods [3]. In 1989, the house price plunged by 20%because
of “overheating” and was accompanied by some investors buying the houses before the
government removed the tax relief from couples [6, 7]. After that, house prices started
to go up, and were back to their original level. 2018, the financial crisis swept the world,
and it seriously affected the UK’s economy, and the house price witnessed a downward
trend. The average house price decreased from £184,000 to £150,000 within a half years
(late 2007–early 2009). Until 2014, the house price gradually raised to the original
level. The UK government introduced a series of policies and schemes to sustain and
recover the house price, such as “HomeBuy Direct”, “Mortgage Rescue Scheme”, and
“Homeowners Mortgage Support”. Furthermore, Brexit is a critical point for the British
economy. The “Office for National Statistics” showed that, after Brexit Referendum, the
GDP still presented an upward trend; during 2019 and 2020, UKGDP suddenly declined
and then grew again [8] (Fig. 1).
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Brexit did not affect UK housing prices toomuch; according toONS, the UK average
house price increased from £205,464 to £274,712 from January 2016 to December 2021
[9]. It displayed an upward trend, even though housing prices had some fluctuations.

Following the Covid-19 outbreak in the UK, the government introduced different
approaches to control the outbreak; for example, they adopted the self-isolation rules,
which forced peoplewho tested positive have to self-isolate in the home for ten days [11].
Although the number of people who tested positive rose significantly, house prices did
not decrease. The BBC announced that the property value in 2021 was more significant
than that of 2021, around 10.2%, and it is the fastest growth rate in the past 14 years
[10].

Overall, the UK government’s policy or approaches helped them pass irregular
periods, and until now, house price is still rising.

2.2 Experience and Cost of Real Estate Development in the United Kingdom

The UK real estate market is a nearly complete and stable market, because of policies
implemented by the UK government. They made relatively correct choices during some
special periods, such as the financial crisis and the epidemic, against the economic down-
turn. Firstly, in order to boost falling house prices caused by the 2008 Financial Crisis,
the New Labour government tried to rescue collapsing housing prices by redistributing 1
billion pounds to the real estate industry. They implemented the “HomeBuy Direct” pol-
icy,which targeted peoplewho purchased the property for the first time. The buyers could
apply for a 30% property value loan, but they had to buy the newly developed building,
and their income must be below £60 000 [6]. Over the same period, the UK government
also introduced Mortgage Rescue Scheme (MRS) and Homeowners Mortgage Support
(HMS). MRS helped people who cannot afford their monthly house payments, and the
property cannot be sold. MRS could help them to reduce their monthly house payments.
If the government classified these payments are unsustainable, the housing association
should buy the property and rent it back to the owner of the property at 30% market
renting price, within 3 years. MRS accepted around 6,000 borrowers [6]. Furthermore,
the financial crisis also causes rising unemployment and declining income, at this time,
the whole mortgage was unaffordable for some people. The bank gave grace to them,
and the government pay 80% losses to the bank. HMS directly benefited 42,000 home-
owners. These interventions by the New Labour government were mainly by investing
or redistributing the government funding to prevent housing prices from decreasing [6].

Secondly, the UK government introduced the HTB was in England in April 2013,
followed by the Welsh and Scottish. There are two main rules for borrowers: First, they
could apply for an equity loan, and the total value of this loan could be 20% of the
property value; second, borrowers could apply for a loan that is 40% of the property
value, however, this property must be belonged to Greater London Authority (GLA)
and restricted as a new building. HTB encouraged people to borrow or apply for loans,
and boost the demand for housing. There is another version of the HTB equity loan, the
total price for the house must be below £600,000 within a newly developed building,
and this version is aimed at first buyers and people who want to replace their home. The
maximum mortgage could reach 20% of the house price. After launching HTB, there
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Fig. 2. UK Average House Price from January 2020 to December 2021

were over 195,000 properties, whose total value was 49.9 billion pounds within five
years. In addition, the full value of the applied loan is 10.7 billion pounds [12].

However, this scheme has some constraints. Firstly, the scheme pushed up house
prices as the demand for houses increased. Followed by this, the cost of purchasing a
home is higher than before, and it is greater than the cost of building the house. Hence, the
final winners are the builders and landowners who attended the HTB scheme. Secondly,
as the price of house increases, the market value also increases. If the homeowners
choose to sell, they must pay back the government as the market value; this is a financial
burden for homeowners [12].

Thirdly, Stamp Duty Land Tax is a tax paid by people who purchased a residential
property or land over £250,000 [13]. On July 8, 2020, the UK government introduced
the reduced rates of SDLT to buyers from July 8, 2020 to June 30, 2021, from July
1, 2021 to September 30, 2021, still could enjoy this favorable policy [14]. The UK
government aimed to avoid possible falling house prices caused by COVID-19. Buyers
who purchased a property less than £500,000 did not pay SDLT during this period [15].
According to ONS (Fig. 2), the UK average house price increased from £236,687 in July
2020 to £263,321 in June 2021 and finally increased to £270,823 in September 2021 [9].

Therefore, the reduced SDLT effectively boosts the house price because it attracts
lots of investors.

The last one is According to COLUMBIA THREADNEEDLE Investments, the
carbon emitted by the building in the UK accounts for 40% of total carbon emissions
[16]. UK Green Building Council (UKGBC) published a framework about how the
building achieves net zero. UKGBC divides buildings into two types: construction and
operational energy. “Construction” means new or refurbishing and renovating buildings,
and “operation energy”means buildings in operation. Thefinal target is “Net zero carbon-
whole life”. Moreover, this framework also describes how to reduce carbon emissions
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during construction and operation, improve renewable energy supply, and eliminate the
rest of the carbon emissions [17]. Pursing low-carbon or net-zero carbon is beneficial
for the future sustainable development of the real estate industry.

2.3 The Status and Existing Problems of Chinese Real Estate

Real estate and its related industries contributed 25%-30%ofGDP inChina, and the loans
which belong to real estate stand at 27% of loans issued by Chinese banks. Therefore,
real estate is a pillar industry of the Chinese economy [18]. However, the Chinese real
estate industry faced serious challenges; according to CaiXin Global, in 2021, the Top
100 real estate developers’ total sales revenues were down by 36.7% compared with last
year’s. According to CRIC, the total monthly sales revenue of the top 100 Chinese real
estate developers displayed a fluctuating but overall downward trend in 2021 [19]. Due
to the bankruptcy of some Chinese real estate developer, which holds large-scale assets,
consumers lose confidence in these developers; they choose not to invest in the property.
For example, a Chinese property developer is facing more than 2 trillion yuan in debt.

Additionally, the spread of Covid-19 leads to an economic downturn inChina; people
choose to save money rather than consume, leading to falling house prices. Seven cities
in 2021 introduced policies that limit the falling house prices; this policy prohibits house
prices from continuing to fall or having large price fluctuations [19]. Especially in some
cities that experienced a serious Covid-19 epidemic and a high rate of infection, house
prices are continuously falling and unstable [20]. The government adopts the policy that
blocks the community, street, district, or city, that has positive patients. Therefore, the
local income will be affected to some extent, and demand for property will decrease.

Although the Chinese real estate industry performed a downward trend because of
Covid-19 and the debt of property developers, sustainable and green development of the
real estate, such as low carbon, could help this industry and China to develop healthily.
The government has already set the goal: China will achieve Peak Carbon in 2030 and
Carbon Neutrality in 2060. According to China Jianyin Investment Limited, the real
estate industry accounts for 70% of energy-saving and emission reduction potential in
China [21, 22]. The government designed to achieve Peak Carbon and Carbon Neutrality
in 3 steps: the first step is reducing carbon emissions in the process of construction, the
second step is reducing carbon emissions in the process of operation and maintenance,
the last step is improving the buildings with the high level of carbon emission. This
policy and target could help the Chinese real estate industry becomes more stable in the
future and use New Concept to push real estate into a product-oriented market [21].

2.4 Advice for the Development of Chinese Real Estate

Due to the superior performance of UK real estate, there are some enlightenments for
China to turn things around. Firstly, the government should give more discounts to first
home buyers. At present, the Chinese government regulates that if first-time buyers
purchase a property under 90 square meters, then they could enjoy a 1% deed tax rate.
Moreover, they could apply for a mortgage loan with a relatively larger amount, and the
down payment is relatively small [23]. To push up the declined demand, the government
could reduce the sub-fraction of tax payments within the specific period. What’s more,
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the government could implement different policies to help young people or first-time
buyers to purchase properties from selected property developers, and these developers
must satisfy “Three Red Line” policy.

Secondly, in the long run, green development could bring the real estate industry to a
higher level. The UK has already adopted some low-carbon techniques in the process of
construction, for example, QLCWT and SRRCB technology. QLCWT is used to make
low-carbon and environmentally friendly walls, and SRRCB is a kind of regenerative
building material [24]. The Chinese property developers also could use some advanced
and low-carbon technologies ormaterials to reduce the carbon emissions from theprocess
of construction.

3 Conclusion

Due to the bankruptcy of Chinese real estate developers and Covid-19, Chinese house
prices in most cities dropped dramatically, and the whole real estate market is choppy.
The aim of this research is to find the reasons that the UK real estate industry performed
well in recent years, such as HTB policy, reduction of Stump Duty Land Tax, and the
Chinese government could learn from these experiences and policies, then formulating
policies which are beneficial for China, to improve the declined real estate industry
in the short run. Chinese government could implement policies to boost consumption,
for example, lowering the interest rate. Additionally, the Chinese government could
implement some policies and regulations, such as enjoying lower interest rates and
fewer loans when purchasing properties, but these are targeted to specific buyers, such
as people who started to work. In the long run, the Chinese government could learn and
develop some technologies to achieve Peal Carbon and Carbon neutrality. This paper
has several limitations, including the feasibility of the technology, and different country
situations, and this study need more empirical studies to test and support. In the future,
the author would like to discuss deeply the green and sustainable development of real
estate industry.
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