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Abstract 
The difficulty of financing the real estate industry has certain obstacles to the healthy 
and sustainable development of the industry. This article studies the status quo of the 
real estate industry, studies current scholars’ views and countermeasures on financing 
in the real estate industry, and studies asset securitization financing models that are in 
line with current policy and economic forms, and elaborates on the institutions that 
participate in financing during the implementation of real estate asset securitization , 
Process, and finally put forward relevant suggestions on the development of asset 
securitization in the real estate industry, hoping to help the development of asset 
securitization financing channels in the domestic real estate industry. 
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1. The Financing Status of the Real Estate Industry 

Table 1. 2017-2020 financing sources of real estate companies 
Years 

Item 2020 2019 2018 2017 

Actual funds in place this year (units: 100 million 

yuan) 
193114.85 178608.59 166407.11 156052.62 

Domestic loans (units: 100 million yuan) 26675.94 25228.77 24132.14 25241.76 

Utilization of foreign capital (units: 100 million 

yuan) 
192 175.72 114.02 168.19 

Self-raised funds (units: 100 million yuan) 63376.65 58157.84 55754.79 50872.21 

Deposit and advance payment (units: 100 million 

yuan) 
66546.83 61358.88 55748.16 48693.57 

Personal mortgage loan (units: 100 million yuan) 29975.81 27281.03 23643.06 23906.31 

Other funds in place (units: 100 million yuan) 6347.62 6406.34 7014.94 7170.58 

Domestic loan ratio 13.81% 14.13% 14.50% 16.18% 

Proportion of self-raised funds 32.82% 32.56% 33.51% 32.60% 

Data source: National Bureau of Statistics of China 
 
Since the commercialization of housing was proposed in 1978 to the 21st century, the real 
estate industry has occupied an important position in our economic market, affecting the real 
life and spiritual world of several buyers of houses. The real estate industry has a long 
construction period. From real estate project initiation, project positioning, planning and 
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design, preliminary preparations to construction, marketing, and after-sales service, a steady 
stream of capital investment is required. However, the rate of return of funds is too slow, and it 
is impossible to rely solely on the return of funds to support construction projects under 
development, and it is difficult to use a large amount of funds to develop other projects. 
Therefore, real estate companies usually promote follow-up projects through various external 
financing. Construction and industry development. The financing of the real estate industry is 
characterized by large scale and long chains, which has led real estate developers to choose 
bank loans as the main financing method. The high asset-liability ratio business model also 
causes enterprises to bear considerable financial risks. 
 

Table 2. 2016-2020 balance sheet of major Chinese real estate companies 

Enterprise 

Years 

China Daheng 

Group 

China 

Vanke 

Poly Real Estate 

Group 

Country 

Garden 

Greenland 

Holding Group 

2020 84.77% 81.28% 78.69% 87.25% 88.89% 

2019 83.75% 84.36% 77.79% 88.54% 88.53% 

2018 83.58% 84.59% 77.97% 89.36% 89.49% 

2017 86.25% 83.98% 77.33% 88.89% 88.99% 

2016 85.75% 80.54% 74.76% 86.2% 89.43% 

Data source: annual reports of listed companies 

 

According to the data on the table, the proportion of self-raised funds of Chinese real estate 
companies is relatively low. As of 2020, debt management is still the main business model of 
real estate companies. Great changes and relatively high asset-liability ratios. The current 
business model of China's real estate industry is still a high-debt business model dominated by 
bank loans. In order to curb the excessive flow of liquidity to the real estate industry, from 2016 
to 2021, the state has carried out stricter control over the method of real estate financing, and 
has repeatedly emphasized the necessity of deleveraging. In response to the intensive 
introduction of a series of financial control policies to "tighten money" for real estate companies, 
the "National Five Articles" concerning purchase restrictions and loan restrictions; the "New 
State Five Articles" concerning sales restriction policies; And the "three red lines" on the long-
term control mechanism have led to a sharp deterioration in the financing environment of real 
estate companies. Financing methods and financing amounts have been greatly restricted. 
Developers’ capital chains have tightened, and real estate companies have fallen into a difficult 
financing situation. Real estate companies need to actively explore more feasible financing 
channels, explore financing channels suitable for their own characteristics, convert too single 
financing forms into diversified financing forms where multiple financing forms coexist, and 
quickly carry out financing innovations to alleviate the development of real estate companies 
And the huge financial pressure in the follow-up maintenance process has enabled real estate 
companies to achieve more long-term development. In the process of exploring diversified 
financing channels for real estate companies, among many financing methods, some scholars 
have found that asset securitization is another window for real estate companies to finance 
under the macro policy control. 

2. Literature Research 

Most scholars have also conducted in-depth research on the financing of Chinese real estate 
companies. In terms of emphasizing the importance of financing to the real estate industry, 
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Zhou Tiao (2011) believes that the real estate industry is a leading industry of the national 
economy and at the same time a capital-intensive industry. The operation and operation links 
require huge capital investment. Business is essential. Hou Haiyun (2015) believes that as a 
capital-intensive real estate industry, the process from land development after the 
establishment of the project to the operation of commercial housing after completion requires 
a large amount of capital investment, and a sound financial industry and capital market are 
needed as its strong support. Constantly expanding financing channels and reducing the 
corresponding financing costs are the inevitable requirements for the real estate industry to 
seek sustainable development paths and improve capital operation capabilities. In terms of 
proposing that real estate companies should diversify financing channels and explore new 
financing channels, Liu Zirong (2016) pointed out when studying the risk aversion of real estate 
companies that China's real estate companies have a relatively simple financing model and rely 
too much on bank loans to diversify corporate financing risks. , To reduce financing costs and 
optimize the capital structure in terms of financing methods, diversified financing should be 
carried out; Wang Anzhou (2016) believes that real estate companies should focus on the 
diversification of financing models if they want to actively respond to the gradually tightening 
national monetary policy; Wang Yihan (2020) believes Real estate companies are facing the 
capital winter of financing difficulties. Only through diversified financing channel research can 
the problem of a single financing channel be smoothly resolved. Bank loans are still the main 
financing channel for Chinese real estate companies. Chinese real estate companies should 
diversify their financing channels and actively develop financing channels such as real estate 
trust and asset securitization. Xiang Daoyin (2016) proposed that the real estate finance model 
will become the future The mainstream financing trend of real estate companies and the 
intensified national macro policy control has made real estate trusts, asset securitization, 
private equity funds and other financing methods gradually favored by real estate companies; 
Lu Zhengwei (2018) also believes that the real estate industry itself is in line with the financing 
basics of the financial industry. Conditions, adopt matching financing methods for different real 
estate companies, and then propose asset securitization, supply chain finance and other 
financing methods. In terms of proposing the development of asset securitization in the real 
estate industry, Ye Xiangming (2019) believes that the application of asset securitization for 
financing can effectively break the deadlock of a single financing channel for real estate 
companies. He believes that this is a radically innovative financing method; Liu Shuai (2019) 
put forward similar suggestions after analyzing the financing methods of real estate companies 
in the new situation. He believes that real estate companies can adopt asset securitization 
methods such as REITS to obtain external investment through a single project industry fund 
and broaden corporate funding sources; Yan Limin (2017) believes It is very necessary for the 
real estate industry to implement asset securitization. It is necessary to develop real estate 
enterprise asset securitization under the premise of actively improving the relevant laws and 
regulatory policies on real estate asset securitization; Jiang Hao (2018) studied the first 
domestic real estate securitization case It later showed that asset securitization of real estate 
can positively affect company performance, which can increase the company's profitability and 
debt repayment level. 

3. The Main Participants and Process of Asset Securitization 

3.1. Participants and Roles 
Principal: It is also called the initiator and the original equity holder. It is also a financing entity. 
The main function is to select various corporate assets as basic assets to form an asset pool, and 
then transfer them to a special purpose vehicle (SPV). 
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Special Purpose Vehicle (SPV): (Special Purpose Vehicle) SPV is an independent legal entity, 
which is a link between the principal and the economic market for the purpose of asset 
securitization. SPV purchases the principal's packaged basic assets, which plays a role in risk 
isolation. 
Credit enhancement agency: Credit enhancement agency uses two methods to upgrade asset 
securitization products, namely through the internal enhancement of the enterprise itself and 
the external enhancement through an independent third party. 
Credit rating agencies: After the securitization products are upgraded, the credit rating 
agencies will rate the securities, classify the securities according to the risk level, and then 
disclose the rating results of the securities to the market to enhance investors' confidence in 
buying. 
Underwriters: The function of underwriters is mainly to promote after the issuance of 
securities. 
Loan service agency: The main function of the loan service agency is to supervise the operation 
of the packaged asset project, and keep the cash flow generated by the project, mainly including 
collecting the principal and interest of the packaged asset due and delivering it to the trustee; 
Service agencies that remind and collect overdue debts; provide financial reports of packaged 
assets to trustees and investors on a regular basis. 
Trustee: also called the issuer. The function of the trustee is to issue asset-backed securities, 
custody the packaged assets, and also custody all the rights related to it. The trustee is 
responsible to investors and performs functions on behalf of investors. Transfer cash deposits 
deposited in SPV accounts by loan service institutions to investors; reinvest other unallocated 
funds; supervise whether the behavior of all parties to the transaction in the asset securitization 
process is reasonable; review the situation of packaged assets on a regular basis; Financial 
reports regularly submitted by loan service institutions are confirmed and disclosed to 
investors; breach of contract matters and related legal actions are announced. 
Fund Custodian Institution: The function of the Fund Custodian Institution is to distinguish each 
credit asset securitization trust fund and set up separate accounts and manage it separately, 
and strictly separate the managed trust funds, self-owned assets and other assets under 
custody. 
Legal Counsel: Responsible for handling legal affairs in the process of asset securitization. 
Financial consultant: responsible for handling accounting, taxation and other financial affairs 
in the process of asset securitization. 

3.2. Asset Securitization Process 
The initiator selects a considerable number of self-owned basic assets with stable cash flow 
income that lack liquidity to combine and package to form an asset pool, and then sell the asset 
pool to a special purpose vehicle (SPV). Use the asset pool to predict the future cash flow, and 
then design the securities to be issued based on the cash flow. After the securities are upgraded 
internally and externally by the credit enhancement agency, the credit rating agency will then 
classify the securities based on indicators such as risk and return. Meet investors with different 
risk appetites. The rated securities are entrusted to securities firms for issuance in the 
circulation market, and investors purchase them. The funds invested by the investor are then 
transferred to the initiator by the special purpose vehicle (SPV) as the purchase of the asset 
pool. In the subsequent operation process, the special purpose vehicle (SPV) reuses the cash 
flow generated in the basic asset pool to purchase securities Of investors servicing debt and 
interest. 
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4. Countermeasures and Suggestions for the Securitization of Real Estate 
Assets 

4.1. Improving the Legislation of Asset Securitization 
Chinese administrative agencies have issued a series of detailed rules on advancing the 
implementation of asset securitization, but the definition of asset securitization is not clear 
enough. There are considerable differences in the knowledge and understanding of asset 
securitization in various industries, and the legal recognition of this is also relatively different. 
Vague. Draw lessons from the legal construction experience of the development of asset 
securitization market in the real estate industry abroad, refine the current provisions in China, 
improve the asset securitization legislation, formulate industry uniform standards, and focus 
on formulating a set of models that are in line with China’s national conditions and are suitable 
for China’s economic development. The asset securitization legal system in line with China’s 
industry policies ensures the orderly implementation of asset securitization, strengthens 
investor confidence, and protects the vital interests of investors. 

4.2. Relaxing the Standards for Assets in the Pool 
In the process of advancing the implementation of asset securitization, there has been a 
problem of small issuance scale leading to weak liquidity of funds, and such problems will 
directly affect the total financing of real estate asset securitization and hinder the steady 
development of the real estate industry. Relaxing the standards for assets entering the asset 
securitization asset pool can effectively expand the value of the assets in the asset pool and 
increase the scale of financing. It can also attract more real estate companies to join the team of 
asset securitization. 

4.3. Improving Preferential Tax Policies 
An important reason for the widespread implementation and full development of real estate 
asset securitization in the United States is that the government provides highly preferential tax 
policies. Preferential tax policies can stimulate the enthusiasm of corporate and institutional 
investors and individual investors for real estate asset securitization, thereby promoting the 
development and widespread implementation of real estate asset securitization. In response to 
a series of tax issues, China should introduce relevant tax policies, such as determining the tax 
status of special-purpose institutions, determining stamp duty in the process of securitization 
transactions, determining the business tax issue of basic assets in the transfer asset pool of 
special-purpose carriers SPV, Determine the income tax issues of the transfer of creditor rights 
by institutions and individual investors, determine the deed tax issues related to the basic 
assets in the asset pool, and the urban construction tax issues related to rent. Refine the real 
estate asset securitization process and follow-up tax implementation rules, and clarify the tax 
liability of taxpayers in securitization projects. 

4.4. Establish a Team of Professional Talents 
The management of real estate asset securitization requires a sufficiently high level of real 
estate management and financial capabilities. Only with excellent real estate management and 
financial capabilities can we find opportunities in market segments and accurately select 
suitable business models and operations. Mode, reduce the operating costs of asset 
securitization, make better use of financial leverage to increase returns, and create greater 
value for institutional and individual investors. In the process of real estate securitization, 
multiple departments such as securities institutions, private equity institutions, trust 
institutions, asset enhancement and rating agencies, capital management agencies, legal and 
financial professionals need to be coordinated to complete it. With regard to asset 
securitization in the real estate industry, these institutions lack professional talents or related 



Volume 3 Issue 1, 2022 

DOI: 10.6981/FEM.202201_3(1).0029 

260 

Frontiers in Economics and Management 

ISSN: 2692-7608 

capabilities. Therefore, in order to meet the needs of the development of real estate asset 
securitization, relevant departments should set up special institutions; colleges and 
universities should cooperate in the development of relevant courses; invite industry experts 
to share their experience, etc., to build a professional talent team that meets China's national 
conditions and economic development model. 

4.5. Improve the Risk Prevention System 
The incarnation of asset securitization in the capital market still involves both risks and benefits. 
In order to enable investors, especially individual investors, to recognize risks in advance and 
make corresponding investment decisions based on the risks, companies should proactively 
identify risks when selling securitized products and give investors adequate risk warnings. In 
the information disclosure of asset securitization, it is necessary to fully analyze and reveal the 
possibility of various risks and the impacts caused by them. It is also necessary to make 
corresponding emergency plans for predicting possible crises. Regarding the securitization 
itself, a third-party supervision mechanism should be established and a dedicated team should 
be established to strengthen the supervision of all aspects of asset securitization. Supervise 
whether the administrator strictly controls the securitization operation mechanism and 
whether there is continuous monitoring and control of the asset pool. Analyze; supervise 
whether the intermediary agencies strictly control the custody of cash flow; supervise whether 
the rating agencies maintain or improve their own credibility and authority, etc. Establish an 
appropriate risk early warning system and strengthen internal management control. 

4.6. Introduce Blockchain Technology 
In the asset securitization project, there are obvious differences in the degree of mastery of 
asset securitization product information between the issuer and the investor, such as the 
degree of mastery of the basic asset information in the asset pool. This information asymmetry 
will always affect investors, especially individuals The confidence of investors will lead to 
negative effects such as the increase in the issuance cost of securitized products and the 
underestimation of product value, which restricts the development of real estate asset 
securitization. After the introduction of blockchain technology, from the time the basic assets 
are selected into the asset pool, all transaction-related information will be put on the chain, 
fundamentally solving the problem of data authenticity and reliability, making the subsequent 
transaction process transparent, reducing the issuer and The problem of investor information 
asymmetry eliminates the problem of investors’ distrust of the underlying assets in asset 
securitization and increases investor confidence. And after the transparency of the asset 
securitization transaction process, it will also have a positive impact on the trading activity in 
the secondary market, which can better promote the popularization and development of real 
estate asset securitization. 

5. Conclusion 

The financing structure of Chinese real estate companies is unbalanced, and the fundamental 
reason is their excessive reliance on bank loans. This will not only cause the bank's real estate 
loans to face a huge risk of recovery, and affect the security of the financial market, it will also 
cause many real estate companies to have poor anti-risk capabilities. Since the country 
upgraded its real estate control policies in 2016, the supervision of financing has continued to 
be strict, and the review procedures for the issuance of real estate bonds, stocks, asset 
management plans, trusts, and private equity funds have also become complicated and lengthy. 
Under such an economic background, asset securitization, as a policy window left behind, has 
become a rare and reliable financing channel for capital-intensive companies such as real estate 
companies, and has become the best choice to revitalize the cash flow chain of real estate 
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companies. Using real estate asset securitization means to finance, real estate companies can 
not only play the role of the securities market to realize the capitalization and liquidity of real 
estate companies’ fixed assets, but also maintain the ownership of real estate property rights. 
This also demonstrates the real estate companies’ innovative asset management ideas in the 
financial field . If domestic real estate companies can take advantage of the mature experience 
and models of foreign real estate asset securitization to carry out nationwide, on the one hand, 
it can solve the large capital needs of real estate companies, and on the other hand, it can help 
real estate companies adjust their internal capital structure and promote the real estate 
industry. Overall healthy and stable development. 
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