
Volume 2 Issue 6, 2021 

DOI: 10.6981/FEM.202106_2(6).0003 

9 

Frontiers in Economics and Management 

ISSN: 2692-7608 

Analysis on Family Trust Business of Longfor Real Estate 

Yan Wang 

School of Economics, Guangzhou College of Commerce, Guangzhou 511363, China. 

Abstract 

This article takes the family trust business of Longfor Real Estate as an example to 
discuss how to use family trusts to help companies avoid the negative impact of the 
divorce of their major shareholders on the economic benefits of the company. And how 
to use family trust to transfer wealth, and further summarize the role of family trust 
business. 
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1. The content and operation process of Longfor Real Estate Family Trust 

1.1. The trust arrangement before the divorce prevents the company from 
being affected by the divorce of shareholders 

Longfor Real Estate was incorporated in the Cayman Islands on December 21, 2007, and was 
listed on the Main Board of the Hong Kong Stock Exchange on November 19, 2009. The Wu 
Family Trust and the Cai Family Trust were formally established on June 11, 2008. The process 
of setting up is roughly as follows: On September 17, 2007, Cai Kui registered and established 
Precious Full International Limited in the British Virgin Islands, and Precious Full held a 39.06% 
equity interest in Longfor Real Estate as the registered holder. On October 30 of the same year, 
Wu Yajun registered and established Charm Talent International Limited in the British Virgin 
Islands, and Charm Talent held 58.59% of Longfor Real Estate as the registered holder [1]. 

At the same time, the shares of Longfor Real Estate held by the two BVI companies mentioned 
above were transferred to two other BVI companies, namely Silver Land and Silver Sea 
respectively, with a "zero price" method. 

On June 11, 2008, both Wu Yajun and Cai Kui transferred their entire issued share capital to 
their respective family trust trustees. So far, Silver Sea and Silver Land have become the direct 
controlling shareholders of Longfor Real Estate. Wu Yajun and Cai Kui control over 45% and 
30% of Longfor Real Estate through Wu Family Trust and Cai Family Trust, respectively. 

In addition, Longfor Real Estate established the Fit All Trust on June 11, 2008, and filed with Fit 
All Investments Limited (a special purpose company incorporated in the British Virgin Islands 
on June 11, 2008, and HSBC Trustee (HK)limited (wholly owned) issued 64,014,000 shares. 
Charm Talent and Precious Full transferred 30,000 shares to Fit All Investments Limited. A total 
of 94,014,000 shares were awarded to 550 selected employees (especially those who 
contributed to the early development and growth of the company). 

According to the classification of trust plans in China, the trust plans established by Longfor 
Real Estate can probably be classified as business management trust plans. HSBC International 
Trust, as the trustee, does not participate in active management, but operates the trust assets 
in accordance with the wishes of the trustees Wu Yajun and Cai Kui on the terms agreed in 
advance, but has the right to make decisions on any matters related to the trust based on its 
own judgment and discretion [2]. 
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Figure 1. Longfor Real Estate's shareholding structure before listing 

 

The family trust of Longfor Real Estate involves four trusts, namely Wu Family Trust, Cai Family 
Trust, Executive Trust and Employee Trust. These four trusts are all discretionary trusts. As far 
as the Wu Family Trust and the Cai Family Trust are concerned, the two-family-trusts do not 
directly hold the equity of the listed company, but indirectly hold the shares of Longfor Real 
Estate through a two-tier BVI structure. Both Wu Yajun and Cai Kui gave up their ownership of 
the final income of Longfor Real Estate and put the final rights into the family trust as trust 
property. Although they gave up their ownership, they retained appropriate control rights. 

1.2. After they divorced, they used the family trust again to carry on the 
smooth inheritance of wealth 

In November 2018, the entire issued share capital of Silver Sea was allocated from the mother 
trust to the daughter trust. The founder of the daughter trust was Ms. Wu Yajun’s daughter Cai 
Xinyi. Through the Wu Nu Family Trust, about 43.98% of the shares of Longfor Real Estate with 
a market value of 55.992 billion Hong Kong dollars were safely passed to his daughter Cai Xinyi. 
The entire distribution did not affect the operation of Longfor Group. China's second richest 
woman opened an era of no real power. 

This arrangement by Wu Yajun allowed Cai Xinyi to replace the Wu family as the sole owner of 
43.98% of the equity. Since both Wu Yajun and her daughter’s family trust are HSBC 
International, the holding structure of the listed company has not changed at all. The equity 
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transfer does not affect Wu Yajun’s right to speak in Longfor Group, and the actual controller of 
Longfor Group has not changed. According to the announcement, after the asset distribution, 
Wu Yajun will still serve as the chairman of the board of directors and executive director of the 
Longfor Group. Cai Xinyi has promised to Wu Yajun that it will unconditionally promise and 
guarantee (among other things) to urge Charm Talent to exercise the voting rights of Charm 
Talent's shares in the company according to Wu Yajun's instructions. Although Longfor Group's 
stock price fell 2.5%, the stock price began to rebound the next day [3]. 

2. The role of family trust business 

2.1. Property planning: Establish clear property relationships and ease the 
problem of property division 

Although the apparent ownership of the trust property belongs to the trustee, legally, the trust 
property right is independent of the trustee’s own property. Thanks to the family trust’s 
property isolation protection function, the real estate equity it owns not only belongs to their 
own independent property, but also does not belong to the joint property of the husband and 
wife. Therefore, even divorce does not involve the issue of equity division and impact on the 
company’s equity. In Longfor Real Estate’s trust business, Wu Yajun and Cai Kui each own a 
trust, thus preventing the division of equity property in marriage. 

2.2. The role is to facilitate the continuity and stability of business 
management 

When major shareholders divorce, the company's stock price usually faces a decline. Because 
divorce means that the equity is about to be divided. If you want to cash out, you need to sell 
the stock. It is easy to cause an oversupply in the market, which will lead to a decline in stock 
prices. The most serious situation is that you may face bankruptcy. Although the share price of 
Longfor Real Estate fell after the news of the dissolution of the marriage relationship broke out, 
it began to rebound on the third day, and the company's share price remained basically stable, 
stabilizing the impact of Longfor Real Estate 's management and stock price. This is all due to 
the fact that Wu Yajun and Cai Kui have established a shareholding structure based on family 
trusts before Longfor Real Estate went public, thereby effectively solving the company’s equity 
changes and operating risks brought about by marriage changes and preventing major 
shareholders. Because the marriage dilutes equity, it reduces the impact on shareholders [4]. 

 

 
Figure 2. The market reaction of Longfor real estate executives' marriage change 



Volume 2 Issue 6, 2021 

DOI: 10.6981/FEM.202106_2(6).0003 

12 

Frontiers in Economics and Management 

ISSN: 2692-7608 

2.3. Stable inheritance of wealth to ensure the concentration of corporate 
equity 

After the asset distribution, Wu Yajun will still serve as the chairman and executive director of 
the company, which is the separation of operating rights, voting rights and income rights. 
Through the family trust, Longfor Real Estate successfully completed the wealth inheritance of 
40 billion assets, and the impact on the company was very small. In addition to the listed 
company's announcement and filing, the company structure has not changed, there are no taxes, 
and no small and medium shareholders are required to vote. When the family business is 
passed down from generation to generation, if it is passed on according to the inheritance 
division method, the equity will inevitably be dispersed in the hands of many relative 
shareholders, and the loose equity may make the ownership of the company face great 
challenges. By constructing a family trust and having absolute control over the company’s 
wealth, the family’s sustainable inheritance can be guaranteed. 

2.4. Segregation of property and reasonable tax avoidance 

Family trusts are often used as a reasonable means of tax avoidance. The reason is that once 
the family property is put into the family trust, it means that the family members will lose their 
legal ownership and no longer have to pay inheritance taxes in the future. This is more cost-
effective than the gift of property and can reduce unnecessary consumption of wealth. Wu 
Yajun's 50 billion family trust guarantees that heirs can live and eat without worry even if they 
do not run a family business. 

2.5. Motivating employees is conducive to promoting the overall interests of 
the company and shareholders 

The family trusts of Wu and Cai also involve a trust for the purpose of equity incentives, namely 
the Fit All Trust. More than half of Longfor Real Estate 's main employees hold 2.35% of Longfor 
Real Estate 's shares through trust. The market value of this part of the stock has reached more 
than 800 million Hong Kong dollars when Longfor's listing. 

Employee stock ownership is one of the important means to mobilize the enthusiasm of 
employees and enhance investors' confidence in the enterprise. In addition, this kind of equity 
incentive arrangement also avoids the uncertainty caused by allowing employees to directly 
hold shares, ensures the stability of the company’s equity structure, reduces the level of adverse 
effects that share changes may bring to the company, and stabilizes the company Core 
competitiveness [5]. 

3. Summary 

The design of Longfor Real Estate Family Trust is flexible, which is conducive to the division 
and inheritance of property. At the time of Wu Yajun's divorce, the two parties went from joint 
control of 75.6% of the equity to split under the names of individuals, only to change the 
beneficiary. When Wu Yajun passed on to his daughter, he only needed to allocate the shares of 
the listed company to his daughter's family trust. In short, Wu Yajun successfully passed the 
property to the next generation through the arrangement of the family trust without changing 
his control rights, thus protecting the integrity of family assets. 

Using family trusts to solve the problem of property inheritance, especially the problem of 
equity inheritance and management of family businesses, has become a popular choice in 
foreign countries and Hong Kong. However, mainland entrepreneurs are not yet familiar with 
equity trusts, and the concept of family trusts has not been formed. Equity disputes after the 
breakdown of marriage relationships frequently occur, and companies often become victims. 
The successful operation of the Longfor Real Estate Family Trust shows that the trust 
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arrangement is conducive to the determination of a clear property relationship, thereby 
preventing property disputes after the marriage relationship changes, and is conducive to the 
continuity and stability of the business management. The case of Longfor Real Estate embodies 
the wisdom of taking precautions. It not only successfully isolates marriage risks and ensures 
the normal operation of the company, but also successfully completes the succession of wealth, 
which can be described as killing three birds with one stone. 
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