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ABSTRACT

Nowadays, real estate sector is playing a great role in national
economy and becomes the pillar industry in China. The competition
pattern in this field is transforming from land-focus to the one based on
finance support involved capital adequacy, financing competence, and
based on scale economy, specialization and diversity of product. In fact,
banking loan is the biggest financing channel, offering more than 70% of
fund in this industry where companies find themselves unlikely to get
other financing channels, such as FDI, trust investment fund, issue
corporation bonds and initial public offering. The loan risk hence is
transferred from real estate industry to bank system, which makes banks
have to tighten credit scale via a series of strict policies in real estate
"industry. Suffering from the broken fund chain, the most of real estate
companies have to seek some other channels to meet their financial needs.
This article is trying to introduce REITS, a new financing instrument,
under this background.

As a kind of industry trust fund, and a steady-income-flowing
investment vehicle, real estate investment trust leads private capital to the
real estate investment. Since its occurrence more than 40 years ago,
REITS has already developed to its mature period in the world. In China,
however, the real estate industry and capital market occurred no more
than 15 years. Obviously there is more intensive demands and wider
developing space for carrying out REITS in China.

Analyzing foreign financial journals and domestic papers about real
estate investment fund, this dissertation gives a definition to the real
estate investment trust, and an image of REITS’ operating in chapter 1.
The following segment is about comparison between REITS and several

other investment instruments.



Chapter 2 analyzes the impbrtanc‘e and feasibility of developing
REITS at present. It is predicted ‘that real estate industry will keep its
steady growth track the next fifty years. Paradoxically, real estate
companies are often limited by financial bottleneck as a result of banks’
tightening policies and, the infancy of trust investment corporations,
another financing channel. On the other hand, from the viewpoint of
investors, both of the institutional investors or personal investors are
" exactly finding their way out of the present capital market mostly filled
with sho;rt-term, high risk financing instruments. Finally, the security
market needs other creative investment instruments on industry instead of
securities,

The final chapter discusses the framework and operation mechanism
of REITS. Section one gives the way to setup REITS and its expansions.
Then comes to the analysis of the earning mode in section two. The
practicable institutional structure of REITS is illustrated via a graph in
section three, and several leading participants in its structure are
introduced. Furthermore, the REITS management companies would be
emerging company instead of just.being converted from the established
trust investment corporations and real estate companies. Then the author
suggests policymakers the key rules of issuing REITS and indicates the
potential influence of the launching of this new investment instrument on

its participant, and the problems aroused consequently.

Key Words: REITS, Real Estate Company,
Real Estate Management Corporations,

trust investment
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