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Abstract

Abstract

The development of China's real estate finance has experienced a gradual
development along with the deepening of reform and opening up, the reforming of
urban residential system and the system of land, as well as the recovery and
development of the real estate. With the sustaining and rapid growth of the national
economy and the accelerating urbanization, China's real estate industry has showed
a trend of rapid development, gradually becoming new points of economic growth
and consumption hot spot. It also has developed into one of the pillar industries,
which plays an influential role in the national economy development. At the same
time, real estate finance has a rapid development along with that. Real estate
development becomes an important support for the development of the real estate
industry. Real estate can’t be moved, invested great, and has a long time delay, so
the relations between the real estate and financial industries are quite complex and
close. The real estate changes will spark changes in the financial sector. Thus the
study of the management of financial risks of China's real estate will play a
significant theoretical guidance role in the development of China's real estate and
financial sector in real estate.

The real estate indusiry is a high-risk industry, which develops rapidly to
support the real estate industry and at the same time inevitably bears high risk state.
The financial industry severs as the supplier of real estate funds which will
influence the real estate greatly in the case of the financial crisis. The multiplier
effect of the real estate industry, triggering the same effect in corresponding bank
portfolio assets, will lead to increased risks of banks. When real estate prices
continue to decline, real estate’s mortgage loans secured foundation will be
weakened. And because the financial risks have accumulated atiributes, once
breaking out, will rapidly expand to a big area of financial turmoil. In China, the
financing channels is single, rcal estate financial market deveiopment '!ags
behind...... all that making the real estate commercial banks become an important
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financial risk bearers. Lessons of history show that the real estate commercial
banks is of great financial risks ,the outbreak will rapidly spread to the entire
financial system and affect the entire national economy's stability and development.
So taking active measures to prevent real estate finance, especially the commercial
banks financial risks of real estate, is jimperative. In the real estate
commercialization and the general trend of the currency, the real estate financial
risks have become more and more obvious. The research of financial risks of real
estate and the prevention is extremely necessary for the development of China's
real estate finance in 21st century.

China's real estate industry started late. Despite the characteristics are different
from other countries in the intensity and time of real estate cycle, its destructive is
obviois to all. In the 1990s the real estate went into the trough of the cycle period
and the bubble burst in real estate after the formation of a large number of bad
loans .After more than 10 years till today, the problem is not yet fully resolved. In
April 2007 secondary mortgage credit crisis spread rapidly in the United States in
the global market. The Bank of China, Industrial and Commercial Bank of China,
Bank of Communications, China Construction Bank, China Merchants Bank and
CITIC Bank and other financial institutions to purchase six of the sub-mortgage
loans, have subordinated Debt loss of about 4.9 billion Yuan. Therefore the relevant
financial institutions should monitor and enhance timely financial risk management
to avoid falling into economic crisis. Theory of the real estate financial risks will
play a guiding role in reality in China's real estate and real estate finance industry.

Based on this, this paper introduces the status in the real estate industry in the
national economy, the object and the significance of study in real estate finance,
analyses in detail about China's real estate market and its common cause financial
risks, and then constructive proposes real estate financial risks Construction of the
early warning system on the basis of the analysis of China's real estate
development status and financial risks, and makes a substantial financial viability
of the real estate risk prevention and control measures. The article points clear and
prominent, demonstrates substantial content and the structural framework is
reasonable, This article includes three parts: introduction, body and concluding
remarks. The major ¢lements are as following: first, introduction. Introduction first

expounds on the financial risks of real estate research background and significance
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of this research, as well as ideas and methods, The real estate industry has
gradually become the leading industries through the late 1990s the rapid
development of China's economic development, which has played the leading role
of tremendous economic growth and has become one of the pillar industries. Real
estate finance, which is carried out on the development, operation, consumaption of
the real estate, refers to kinds of financial activities such as financing, clearing and
other financial activities. The basic tasks of real estate finance are using a variety
of financial means and financial fools to finance and pool funds to support real
estate development, circulation and consumption ,and to promote real cstate
reproduction process to carry out smoothly. Speaking from the micro-level,
financial institutions, developers and consumers hope to circumvent the real estate
financial risks, and place them in the most advantageous position. Speaking from
the macro level, the study of real estate financial risks and prevention measures is a
necessary strategy for the study on the real estate industry, the financial sector
development strategies and the needs of national economic development strategy.
At the same time, rcal estate financial risks and preventive measures of the
govemment can provide reference for the macro-management, help to avoid
repeating Thailand, Japan, the United States and other countries’ outbreak of the
financial risks and provide an effective theoretical basis for the sustained and
healthy development of national economy; Secondly, part of the body, Text
introduces the major real e¢state financial risks formation of the theoretical -
explanation and the status of financial risks of China's real estate development, and
makes a lot of viable real estate financial risk prevention and control measures.
China's existing financial risks mainly include real estate market risk, policy risk,
legal risk, operational risk, liquidity risk, credit risk and other related risks. The
main characteristics of the real estate funds is large in scale, has a long period of
cash flow , slow liquidity and relative stabiiity in real estate funds movement, and
at the same tirpe the proliferation of real estate funds is strong, real estate’ iquidity
is poor. Financial risks of real estate’s main characteristics are accumulation of
potential, sudden . accelerated and the spread of infectious. China's real estate
financial market risks are formed ‘mainly because there is a major real estate risk of
the use of funds, real estate financing channeis for a single, the financial structure
of the inherent risks, credit risks of real estate enterprises and real estate credit risks,
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and other personal reasons. China's real estate development of the financial risks
mainly exist in the following arcas: diversified financing channels have yet to be
established, the legal system is imperfect in real estate financial markets, real estate
developmest is lagging behind financial markets, banks need to reform the
operational mechanisms, and financial risks system has defects in real estate. Real
estate financial risk control and prevention measures mainly include the
establishment of real estate major financial risk measurement indicators, such as
real estate development phase indicators, real estate supply and demand indicators,
the real estate market price indicators and indicators of the extent of real estate
speculation; Macroeconomic policy guide real estate financial institutions to
orderly competition, planned and systematic implementation of the real cstate
securitization, use of commercial insurance and social security agencies the power
properly, and improve housing accumulation fund for the collection and use
patterns, and resolve real estate non-performing assets of financial institutions,
improve China's macro-establish and improve the system of real estate and
financial policies, perfect good real estate finance system of laws and regulations.
At the same time financial institutions learn from the experience of sound real
estate micro-credit risk prevention mechanism in the United States to perfect the
prevention of the financial risks of real estate in micro-mechanical. Third,
conclusion part, the real estate industry has high return on investment both at home
and abroad, the market’s outlook is promising. Especially in China, after the
experience of demand for real estate suppressed by the planned system, China's
real estate needs are released. At the same time China’s real estate industry
commercialization began. Given the huge population and the process of
urbanization, China's real estate industry, in particular the domestic industry has
great potential for development and space. In recent years, China's real estate
departments are increasingly concerned about the risk of real estate, continuing to
adopt measures to curb the excessive prices rose and to prevent the expansion of
bubble. And the financial mechanical and system has achieved improvement
continuously in china.

During the process of writing this article, I have studied a iot of documents,
articles and many associative books and journals. In this article, in order to make

some significant advice for the Chinese sustained and healthy development in real
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estate finance industry, I try to combine the theory of the financial risks in real
estate with the real estate finance industry practice in China and explore the real
estate finance industry Features. The innovation of this paper is to analyze in depth
the existence of China's real estate financial risk and causes; The analysis of real
estate financial risks takes advantage of early warning indicators and the method of
interval warning that shows the state of financial risks of China's current real estate.
Because of limited data collection channels, some data can not be fully coliected,
the choice of mnational scope is limited when come to the foreign
substantial-evidence Analysis of the financial early warning, at the same time, the
reference to the research results of foreign scholars also seemed insufficient,

Key words: real estate, financial risk, prevention of financial risks
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