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Terrific paper, packs in many ideas, clear exposition

* The paper provides an great exposition of how GDP growth targets,
land sales and central-provincial-local government dynamics
work

* |t makes a convincing case that central government pressure has
sharply distorted spending on infrastructure and greater local
government borrowing through local government funding vehicles

* ltincludes some cogent criticisms of the GDP tournament
system, emphasizing that EVEN if local GDP were not being over-
reported, government stimulus programs have become so
distortionary that growth in output no longer clearly correlates
with growth in welfare.



Documents the sharp decline in quality of growth

* From 2002-2008, provincial GDP growth positively correlated with
firm profits. From 2011-2019, this correlation disappears

* Same results for retail sales growth

* Almost as strong results for correlation between (now city) level
growth and city level TFP (maybe more could be said about quality
of TFP measurement

* Goes on to implement structural regressions that show the
asymmetric impact of growth targets on infrastructure and local
government debt. (Uses a lagged variable as instrument; is there
Is a shift-share instrument analogous to Rogoff-Yang (2024a,b)



How easily is the system fixed?

* The paper make an understandably cautious assessment of
where things are going — Justin Lin 6% versus Summers 2%, but
reading between the lines, it is not optimistic without significant
structural change

* Does not speak directly to the dramatic centralization of power
that has taken place the past twelve years, but the inference is
quite clear.



China’s real estate and infrastructure construction is
outsized by international standards

* Real Estate and Infrastructure Share of GDP by Country
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Source: Rogoff and Yang, “Rethinking China’s Growth,” JIE 2024



Share of Real Estate Invesment by City Tier
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Per Capita Housing Space by Country
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House Price Changes by City Tier (2021:01 to 2024:02)
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Rogoff, and Yang, A Tale of Two Cities, JIE, 2024

- + == s =mm s o
. .
P e E g gy o mm Y -— .

- - S S e
" e o s ™ -,

07
08
09
10
11
12
202301
02
03
04
05
06
07
08
09
10
11
12
202401
02



Housing Under Construction Over Housing Completed
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|s China going to end up like Japan?



Valuation of Different Asset Classes
(Trillion US dollars)
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Forthcoming Yale University Press, May 2025
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Willit be allowed in China? Early
reports from there express concern
about “some problematic material *

AN INSIDER'S VIEW OF SEVEN
TURBULENT DECADES OF GLOBAL FINANCE,
AND THE ROAD AHEAD
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