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Abstract 
The real estate industry, as a pillar of China's national economic development, occupies 
an important position in the gross national product, ensuring the stability of real estate 
development enterprises and seeking an evaluation system for the business 
performance of the real estate industry plays an important role in promoting the smooth 
operation of the economy. In this paper, based on the study of the background and 
literature related to the performance of real estate industry enterprises, relevant factors 
affecting the performance of the real estate industry are collected, the data are evaluated 
using the expert scoring method, and the index selection and model construction are 
finally derived from the index weights using the hierarchical analysis method. The 
analysis shows that the key factors for real estate performance evaluation are the need 
to focus on financial performance and environmental and resource performance, 
especially its financing structure and changes in the industry environment. Some 
suggestions for optimizing business performance in real estate industry are also 
proposed, which have strong reference and practical significance. 
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1. Current Status of the Real Estate Industry 

With the rapid development of China's economy and the reform of commercial housing policy, 
the real estate industry has ushered in rapid growth. According to the National Bureau of 
Statistics, the proportion of the real estate industry accounted for GDP has increased from 5.7% 
in 2010 to 7.3% in 2020, and the real estate industry is related to the development of more than 
30 building materials, decoration and design, banking and financial industries. On the one hand, 
the importance of real estate to the national economy is self-evident. On the other hand, the 
state is becoming more and more strict in regulating real estate policies, establish a long-term 
real estate mechanism, and standardize the development of the real estate market in finance, 
land, finance and taxation, investment, legislation and many other means. In 2016, the central 
government first proposed the political positioning of "no housing speculation and housing"; in 
2017, the state proposed the main responsibility mechanism of local government; in 2018, the 
concept of "three stability"; in 2019, the policy further restricts real estate trust and overseas 
bond issuance. Entering the post-epidemic era, the state has issued strict restrictions on real 
estate loan policies and credit financing, such as three red lines, loan concentration and the 
inflow of business loan funds into the real estate sector. A series of policies all show the national 
supervision of real estate and the tightening of real estate financing conditions. 
After nearly more than 20 years of rapid development, the real estate enterprises in different 
periods, under the context of a series of national macro-control policies, the impact factors of 
their business performance will also be different. In the face of the current complex 
environment, we have analyzed and counted the data of 62 listed companies from 2014 to 2018, 
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and the current financing structure and equity structure of the real estate industry are analyzed. 
The specific data are shown in Table 1 and Table 2. 
 

Table 1. Capital structure of real estate development enterprises from 2014-2018 
Name of index Time Min Max Mean value STD 
asset-liability ratio 2014 0.196 0.927 0.720 0.131 

2015 0.475 0.931 0.735 0.116 
216 0.459 0.940 0.724 0.120 

2017 0.452 0.940 0.718 0.137 

2018 0.275 0.941 0.717 0.149 

Net debt ratio 2014 -0.201 4.284 0.850 0.859 

2015 -0.383 3.486 0.938 0.866 

216 -0.722 3.645 0.887 0.957 

2017 -0.962 3.886 0.741 0.852 
2018 -1.013 3.234 0.647 0.837 

Data source: Shen wan Hong yuan database collation. 
 
From the above chart data, we can see that the asset-liability ratio of real estate enterprises in 
China from 2014 to 2018 fluctuated less, and the overall level was relatively high. Among them, 
the average debt ratio is basically between 71% and 73%, and even the asset-liability ratio of 
some enterprises is as high as more than 90%, indicating that the overall asset-liability ratio of 
China's real estate development enterprises is too high[1]. 
 

Table 2. Equity structure of Real estate development enterprises from 2014-2018 
Name of index Time Min Max Mean value STD 

Equity checks and balances index 2014 1.080 176.580 16.803 27.487 
2015 1.030 141.780 14.255 23.697 

2016 1.030 119.410 10.499 16.848 

2017 1.030 164.430 12.560 24.277 

2018 10.20 81.480 11.130 16.215 
H10 index 2014 0.020 0.612 0.215 0.150 

2015 0.033 0.592 0.204 0.125 
2016 0.033 0.592 0.196 0.109 

2017 0.033 0.592 0.197 0.108 

2018 0.033 0.592 0.203 0.115 

Data source: Shen wan Hong yuan database collation. 
 
The above data can see that the equity structure of China's real estate enterprises in China 
varies greatly, and the average enterprise equity balance index from 2014 to 2018 is not less 
than 10. From the perspective of equity mechanism, its index reached 176.58 in 2014, and its 
maximum in 2017 reached 164.43, indicating that the phenomenon of "one dominant" still 
exists and effective checks and balances cannot the largest shareholder. The H10 index 
indicates that the average index was about 20% between 2014 and 2018, indicating that the 
equity of development enterprises is more dispersed. Therefore, the overall equity is relatively 
scattered, the largest shareholder checks and balances on the effect is poor. 
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In addition to the above industry environment, financing structure and equity structure, 
according to relevant literature research found that policy environment, board governance 
structure and operation capacity and other aspects also impact the business performance of [1]. 
Then, how to grasp the key factors in many factors, so as to better guide the healthy 
development of the real estate industry is particularly important. 

2. literature Review 

In terms of enterprise performance related literature, scholars at home and abroad have 
studied this more in recent years. Shen Qian and Xu Min (2015) [2], based on the financial data 
of real estate listed companies from 2009-2013, show through empirical research that there is 
a best asset-liability ratio that makes the best performance level of enterprises, and with the 
improvement of the proportion of share capital and capital reserves, the enterprise 
performance level shows a trend of significant decline. After exploring Li Yong (2019) [3], the 
financial data of listed real estate companies and Shen Qian, reached the conclusion that the 
asset-liability ratio and enterprise performance showed a "U" relationship, and further 
proposed that the equity structure and short-term debt ratio are positively related to enterprise 
performance. Zou Pan (2020) [4] in 2009-2018 power industry A-share listed company data as 
a sample, from the two aspects of equity concentration, equity checks and balances on company 
performance, the results show that equity concentration is positively related to performance, 
management ownership is conducive to the company performance, current liability ratio 
negatively related to performance, macro-control and performance, but the correlation is not 
significant. Li Zhenqiu (2020) [5], against the background of diversification strategy, chose 350 
retail enterprises in China as the research objects. The research found that for the retail 
industry, the high equity concentration of enterprises can effectively avoid the phenomenon of 
"one share is dominant", promote the mutual supervision among shareholders, reduce agency 
costs, and improve the performance level of enterprises. After studying China's strategic 
emerging industries, Zhang Xuedi (2020) [6] concluded that there is a negative "U" relationship 
between enterprise financing structure and enterprise performance and innovation efficiency. 
Capital structure theory is the relationship between enterprise capital structure and enterprise 
value, which foreign scholars studied earlier. It mainly includes MM theory, agent theory, and 
pecking order theory. Modigliani & Miller (1958) [7] proposed the MM theory, And noted that 
when not considering the income tax factors, Enterprise value and capital structure have no 
inevitable connection; Then Miller (1969) [8] proposed the revised MM theory, Point out that, 
when considering the income tax factors, The debt ratio should be appropriately raised in favor 
of tax saving, So as to improve the enterprise value; While Jensen & Meckling (1976) [9] is based 
on the trade-off theory, The agent theory is further proposed, In addition to considering the tax 
shield, financial dilemma cost and other factors, Attention should also be paid to the agency 
problems caused by the poor information between the owners and the operators within the 
business. Thereafter, on the basis of considering information asymmetry, Myers and Majluf 
(1984) [10] proposed the sequential theory of pecking, which believes that enterprises in 
financing, the usual decision is to use internal funds first, and then use external financing, 
financing methods, enterprises will also choose debt and external equity financing methods 
first priority. Therefore, the enterprise is to determine its capital structure based on the 
corresponding demand of capital. 
Through the above literature, domestic and abroad, scholars discuss the influencing factors in 
capital structure, enterprise finance, information asymmetry and financing order, while in the 
evaluation system, some scholars choose a single index measure, some scholars use 
comprehensive measures, mostly choose financial-related performance indicators. However, 
using the mode of combining financial indicators with non-financial indicators, the impact on 
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the business performance of the real estate industry is less studied. The existing literature 
research is more based on the real estate industry many years ago, and the results of the 
research failed to adapt to the current new economic situation. Based on this, we from the 
perspective of the combination of financial and non-financial indicators, built a business 
performance evaluation model, and through the expert scoring method to choose the 
appropriate indicators, and then investigate the corresponding indicators to obtain relevant 
data, and quantitative method to calculate the weight between different indicators, put forward 
a more reasonable performance evaluation system, to provide performance reference for real 
estate enterprises. 

3. Research Design 

3.1. Analytic Hierarchy Process 
Hierarchical analysis method is a quantitative and qualitative research method. It is to 
decompose complex target decision objects into different hierarchical research, which has 
strong applicability and operability, and can achieve a concise and clear analysis of complex 
system evaluation. The method first clears the relevant index factors affecting the research 
subjects and listed, and then the index factors according to different nature or concept 
attribution into target layer, criterion layer and scheme layer of multiple hierarchical structure 
model, and then according to the relevant information and collect relevant data, and finally 
summarizes the weight according to the size of the key influencing factors. This paper uses this 
method to confirm the relevant factors affecting the real estate business performance. By 
constructing a model, it makes a matrix comparison on the basis of the relevant literature 
questionnaire survey, finally uses mathematical analysis to determine the index weight, obtains 
the key factors affecting the performance of the real estate business operation, and puts 
forward targeted suggestions and countermeasures for the real estate industry. 

3.2. Selection of Evaluation Indicators 
Table 3. Selection of operating performance evaluation indicators 
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Operating performance will be regarded as the overall benefit goal of its evaluation, and the 
indicators combining four financial and nonfinancial indicators: financial performance, 
corporate governance performance, operating performance, and environmental and resource 
performance should be taken as the secondary indicators of the standard level, and on this basis, 
the third-level indicators of the scheme layer will be further constructed. In this paper, it is then 
decomposed into 13 tertiary indexes of the scheme layer under the secondary index of the 
standard layer, thus constructing it into a systematic and perfect evaluation model. Details are 
shown in Table 3. 

4. Model Construction 

4.1. Build a Contrast Matrix 
Based on the hierarchical analysis of the importance comparison scale Table[11]of each 
indicator and the pairwise comparison between the different indicators, the comparison matrix 
of the following criterion layer indicators and scheme layer indicators are shown in Tables 4 
and 5: 
 

Table4. Criterial layer contrast matrix 

 
 

Table5. Scheme-layer contrast matrix 
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4.2. Determine the Weight of the Index 
According to the index comparison scale table mentioned above, after the completion of the 
construction of the pairwise comparison judgment matrix, we need to conduct comprehensive 
processing and consistency test, and finally conduct comprehensive ranking. According to the 
weights of the above upper indicators, the eigenvalue and the eigenvector of the judgment 
matrix are obtained. Among them, the calculation of the judgment matrix A should meet: the 
eigenvalue of AW= max W and its feature vector, max W is called the largest feature root of A, 
W is the eigenvector corresponding to max W, and the component of W is the corresponding 
weight value of the index, which yields the weight distribution diagram of Tables 6 and 7. 
 

Table 6. Criterial layer Weight distribution table 

A A1 A2 A3 A4 weigh 

A1 0.597  0.441  0.500  0.662  0.550  

A2 0.119  0.088  0.214  0.044  0.116  

A3 0.085  0.029  0.071  0.074  0.065  

A4 0.199  0.441  0.214  0.221  0.269  

 

Table 7. Scheme layer weight distribution table 

 A11 A12 A13 A21 A22 A23 A31 A32 A41 A42 A43 A44 weight  

A11 0.652  0.692  0.556  0.035  - - -  -    0.633  

A12 0.217  0.231  0.333  0.043  - - -      0.260  

A13 0.130  0.077  0.111  0.071  - - -  -    0.106  

A21 0.035  0.056  0.057  0.600  0.625  0.500  -  -    0.575  

A22 - - - 0.300  0.313  0.417  - - - - - - 0.343  

A23 - - - 0.100  0.063  0.083  - - - - - - 0.082  

A31 - - - - - - 0.667  0.667  - - - - 0.667  

A32 - - - - - - 0.333  0.333  - - - - 0.333  

A41 - - - - - - - - 0.218  0.250  0.381  0.196  0.261  

A42 - - - - - - - - 0.073  0.083  0.048  0.098  0.075  

A43 - - - - - - - - 0.055  0.167  0.095  0.118  0.109  

A44 - - - - - - - - 0.655  0.500  0.476  0.588  0.555  

4.3. Judgment Set Calculation 
In the hierarchical analysis method, in order to test whether the results obtained by the 
judgment matrix are reasonable, it is also necessary to conduct a relevant consistency test on 
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the constituted judgment matrix. The specific formula is CI=(λmax-n)/(n-1). In this formula, 
when the CI value is 0, the judgment matrix is fully consistent, otherwise, the larger the CI value, 
the worse the consistency of the judgment matrix will be. At the same time, the deviation of 
consistency may also be caused by random reasons. In order to determine the acceptable range 
of inconsistency, a consistency ratio CR (test coefficient) is defined as CR=CI / RI (RI is a random 
consistency index). When the ratio is less than 0.1, the pairwise comparison is reasonable, As 
shown in Table 8, which proves that it has passed the consistency test. 
 

Table 8. Conformance test analysis table 

- Criterial layer  Scheme layer 

- A1-A A1-A11 A2-A21 A3-A31 A4-A41 

λ max values 4.298 4.049 4.066 5.257 4.044 

CI values 0.099 0.016 0.022 0.064 0.015 

CR values 0.110 0.018 0.024 0.057 0.016 

5. Model Solution 

5.1. Determine the Weight of the Index 
Through the above calculated weight distribution map and consistency test analysis, the overall 
index weight results affecting business performance are finally obtained, as shown in table 9 
below: 
 

Table 9. Criterial layer and scheme layer weight results 

 Criterial layer Index 
Criterial 

layer 
Weigh 

 Scheme layer Index 
Scheme 

layer 
Weigh 

Comprehensive 
Weigh 

Financial 
performance;financial 

effect A1 
0.550  

Financing structure A11 0.633  0.348  

Investment structure A12 0.260  0.143  
Fund procurement A13 0.106  0.058  

Corporate governance 
performance A2 

0.116  

Ownership structure A21 0.575  0.067  

Board governance structure A22 0.343 
0.040 

 
Executive incentive A23 0.082  0.010  

Operating 
performance A3 

0.065  
Operation capability A31 0.667  0.043  

Scale of company A32 0.333  0.022  

Environmental and 
resource performance 

A4 
0.269  

Relational capital A41 0.261  0.070  

Political risks A42 0.075  0.020  
Economic risk A43 0.109  0.029  
Industrial riskA44 0.555  0.149  

5.2. Evaluation Results 
From the above analysis results, it can be seen that financial performance (0.550) should be the 
first priority among financial performance, corporate governance performance, operational 
performance and environmental and resource performance, followed by environmental and 
resource performance (0.269). At the scheme level, priority should be given to the three-level 
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indicator financing structure based on financial performance (0.348), the three-level indicator 
industry risk based on environmental and resource performance (0.149), and the three-level 
indicator ownership structure based on corporate governance performance (0.067) and the 
three-level indicator operational capacity based on operational performance (0.043). 

6. Conclusion and Suggestion 

6.1. Conclusion 
To sum up, according to the above analysis, it can be seen that in the current macroeconomic 
regulation environment, due to the restriction of the long-term real estate mechanism, the 
enterprise cash flow will be reduced, and the business profitability of all aspects of the real 
estate industry will be reduced. While the credit is tight, the loan capacity of enterprises is 
limited, and the real estate industry needs a lot of financing. At this time, financial leverage and 
external financing of equity financing can meet the capital needs of long-term loans or equity 
financing to maximize the financing performance. The final conclusion drawn by the 
hierarchical analysis method proves that the core factor affecting the real estate industry 
performance is financial performance, followed by the environment and resources. Especially 
the financing structure in the index layer, the financing and investment structure of real estate 
enterprises should be paid more attention. On this basis, the real estate enterprises need to 
consider the industry risks in their environmental and resource performance, and properly 
handle the relationship between the performance of all parties in the standard layer. 

6.2. Recommendations 
(1) Establish the awareness of structural optimization, actively adjust the debt structure, and 
avoid excessive use of financial leverage. 
Operators in the real estate industry should be aware of the current problems existing in the 
capital institutions in the real estate industry, and put forward the concepts of "asset-light" and 
"balance sheet”. At the same time, when real estate enterprises optimize the capital structure, 
they should appropriately increase the proportion of internal financing and equity financing, 
reasonably plan the financing share, especially pay attention to the ratio arrangement of debt 
maturity, focus on preventing the financial risks caused by the excessive proportion of current 
debt, increase the stability of capital flow; reduce the asset-liability ratio to improve the 
operating performance of enterprises. 
(2) Pay attention to macroeconomic policies, judge the changes in the industry environment, 
and timely adjust the enterprise business strategy. 
Real estate industry operators should pay attention to policy changes and industry pattern, 
improve their ability to judge the business environment, such as predict the macro 
environment, investigate the overall market situation, analyze and organize the corresponding 
big data, make timely decisions based on the current situation, readjust their business strategy 
if necessary; moderately develop the relationship between internal and external stakeholders, 
use various relationships to carry out relevant business and improve business performance. 
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