Research

May 2016

REITs in China: Opportunities
and Challenges

rics.org/research

REITs in China: Opportunities
and Challenges

2

© RICS Research 2016

rics.org/research

Report for Royal Institution
of Chartered Surveyors
Report written by:
张 平 Sunny Zhang
皇家特许测量师MRICS
总经理 General Manager
盈石集团研究中心 INSITE Corporate Research Center
皇家特许测量师学会中国商业地产专业委员会主席
Chair of RICS China Commercial Property Professional Group
Committee
袁雪玲 Shirling Yuan
研究经理 Research Manager
盈石集团研究中心 INSITE Corporate Research Center

RICS Research team
Dr. Clare Eriksson FRICS
Director of Global Research & Policy
ceriksson@rics.org
Amanprit Arnold
Global Research and Policy Manager
aarnold@rics.org
Published by the Royal Institution of Chartered Surveyors (RICS)
RICS, Parliament Square, London SW1P 3AD

www.rics.org
The views expressed by the authors are not necessarily those of RICS nor any body
connected with RICS. Neither the authors, nor RICS accept any liability arising from
the use of this publication.
All rights reserved. No part of this publication may be reproduced or transmitted in any
form or by any means, electronic or mechanical, including photocopy, recording, or any
information storage and retrieval system, without permission in writing from the publisher.
Copyright RICS 2016

© RICS Research 2016

3

REITs in China: Opportunities and Challenges

Contents
Executive Summary ............................................................................................... 5
1.0 The evolution of China REITs.................................................................. 6
1.1

The development opportunities of REITs in China......................... 6

1.2	The exploration of REITs in China and the comparison
of product structure............................................................................ 8

2.0 Five dilemmas for the implementation of REITs in China...11
2.1

The unclear legal entity status of REITs in China.........................11

2.2	The lack of favourable policy support and double taxation
of REITs in China..................................................................................11
2.3	The positioning for the balance between risks and
benefits of REITs products................................................................13
2.4	Lack of high quality properties suitable for the issuance
of REITs in China..................................................................................14
2.5

Shortage of talents in the China REITs industry chain...............15

3.0 The analysis of the China REITs survey results.........................16
3.1

Sample questionnaire analysis........................................................16

3.2

Analysis of the background of the respondents..........................17

3.3

Analysis of the respondents’ knowledge of REITs.......................19

3.4

Summary of the China REITs 2015 survey....................................27

4.0 The opportunities for China REITs....................................................30
4.1

The implementation of REITs – the government’s opportunity... 31

4.2

The implementation of REITs – the developers’ opportunity....... 31

4.3

The implementation of REITs – the investors’ opportunity.......... 31

4.4	The implementation of REITs – the service providers’
opportunity............................................................................................... 31

5.0 Appendices
Appendix: Professional reviews...........................................................................32
Appendix: One-way analysis of variance (ANOVA)...........................................35

6.0 References.....................................................................................................39
7.0 Acknowledgements...................................................................................40

4

© RICS Research 2016

rics.org/research

Executive Summary

As an important tool for facilitating real estate liquidity,
opportunity for the development of Real Estate
Investment Trusts (REITs) in China seems to have arrived.
From April 2014 to June 2015, three categories of REIT
products were listed. This unprecedented speed of
progress seems to be a sign that the government is
committed to an accelerated development of the onshore
REIT market. However, whether it is the CITIC Sailing
REIT, CITIC Suning REIT, and Penghua Qianhai Vanke
REIT, they are all widely identified within the industry as
quasi-REITs products due to various reasons. Voices
questioning their authenticity are still unabated. In this
context, INSITE Corporate Research Centre and the
Royal Institution of Chartered Surveyors (RICS) conducted
a one-month Chinese Real Estate Investment Trust
Questionnaire survey in China.
The survey results indicate that although the prospects
of REITs in China are bright, there are limitations in their
development, including government policy, finance system,

talent, etc. The majority of respondents considered market
maturity as the foundation for REITs. Also currently in the
Chinese real estate market, there are few properties that are
suitable for development of REITs. Under this situation, there
are respondents who feel that office buildings and property
developers have a chance to become a focal point in the
REITs market in China.
Ms Zhang Ping, general manager of INSITE Corporate
Research Centre and Royal Institution of Chartered
Surveyors member, believes that after years of high-input
and low-efficiency development, the liquidity crisis brought
about by the deleveraging in the real estate sector requires
long-term, stable and effective securitization products.
The launch of standard REITs will facilitate the healthy
development of the real estate sector in China and the
entire monetary and financial system. What is urgently
needed is the government has to expedite the issuance of
specific legislation for REITs products, thereby removing
obstacles to the launch of standard REITs in China.

© RICS Research 2016
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1.0 The evolution of REITs in China
1.1 Development opportunities
of REITs in China
After many years of rapid development, China’s real estate
market has gradually changed from a development mode
to inventory management mode. According to official data
from the National Bureau of Statistics, the total floor area
of China’s commodity properties for sale has increased by
324% from 2005 to 2014 and reached 620 million square
meters. However, in the first half of 2015, China’s real estate
development and investment growth rate was only 4.6%
and continued to slow down. The slowdown is alarming
compared to the 2011 peak growth rate of 28.1%. In a
market environment with a high level of unsold inventory
and a low take-up rate, developers will need to pay more
attention to creating additional sources of liquidity and
unlocking the value of existing property resources.
The high inventory levels have exacerbated the already
strained funding environment for developers. At present,
due to its high proportion of bank financing, it is anticipated
that the real estate industry will have difficulty accessing
finance from the banking system. In 2014, the funds
available for property developers continued to fall, with
deposits and advanced payments declining by 12.4%.

6
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The financing cost from other channels is often significantly
higher than that provided by banks, thus indirectly increasing
the upward pressure on real property prices, leading to
an abnormally high market rent-to-sales ratio. Under such
financial pressures, property developers have to adjust
their development strategies and business models.
Meanwhile, the Chinese government is embarking on an
important task of building a huge volume of affordable
housing. The planned affordable housing in 2015 alone
reached 7 million units and the total affordable housing
stock built during the “12th Five-Year Plan” period was
39 million units. The capital values of these government
backed public assets have still not been reflected.
In such a macro environment, as an important financial
tool that can provide developers with an additional source
of liquidity, the time for significant development of real
estate investment trusts (REITs) in China seems to have
arrived. From April 2014 to June 2015, three categories of
REITs products were listed. This unprecedented speed of
progress seems to be a sign that the government supports
accelerated development of the REIT market (Figure 1).

rics.org/research

Figure 1

The diagram of REITs development in China

The establishment of Auchan Tianjin
No. 1 Store Capital Trust Scheme
which was a real estate trust scheme
in imitation of the REITs structure.

The Yuexiu Real Estate Investment
Trust has been in the official listing
on the Hong Kong Stock Exchange.
As the first REIT in a real sense in
the mainland real estate industry,
it complies with the definition
of international standard and is
governed by the Hong Kong law.

2003
2004
2005
2006

CapitaLand China Retail Real Estate
Trust which was the first REIT in
Singapore consisting of Chinese assets.

2007
2008
The consultation paper of the
Measures for the Administration of
the Issuance of Real Estate Trust
Beneficial Bonds in the Inter-bank
Bond Market.

2009
2010
2011

The issuance of Tianjin Security
House Interbank REITs which was
the first mortgage product.

2012
2013

CITIC Sailing Special Asset
Management Plan which was the first
equity REITs product in a real sense.

The Provisions on the Administration
of the Asset Securitization Business
of Securities Enterprises and
Subsidiary Enterprises of Fund
Management Enterprises (Revision).

Hui Xian Real Estate Investment
Trust which was the first yuandenominated product listed in
Hong Kong.

2014
2015

Spring REIT.
New Century REIT.
The issuance of CITIC Suning
Yunchuang Private Investment Fund
which was the first listed commercial
property product after the CSRC
issued the new regulations on the
securitization of assets.
The registration of Penghua Qianhai
Vanke REITs Closed-end Hybrid
Securities Investment Fund which
was China’s first public offering REIT.

Source: Compiled by INSITE Corporate Research Center based on publicly available data
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1.2 Exploration of REITs in China
and comparison of their product
structure
In the past 10 years, the exploration of REITs in China has
never ceased:

Table 1

Time

Comparison of product structure of REITs in China

Product name

Issuer

Issuance
place and
distribution
Product
structure place

Duration
3 years

December 2003 Auchan Tianjin
No. 1 Store
Capital Trust
Scheme.

Beijing
International
Trust and
Investment and
Tianjin Longdi
Lichuan Real
Estate.

Trust

Mainland,
non-listed

December 2005 Yuexiu Real
Estate
Investment
Trust.

Yue Xiu
Enterprises.

REIT

Underlying assets

200,000
yuan

6%

The property
ownership
of the first shop of
Auchan in Tianjin.

Hong Kong, HKex Unlimited
duration

None

6.3%–6.7%

Five commercial
properties in
Guangzhou.

December 2006 CapitaLand
CapitaLand China. REIT
China Retail Real
Estate Trust.

Singapore SGX

Unlimited
duration

None

5.4%–6.5%

Seven shopping
centers including
Wangjing Jiamao
Mall.

April 2011

Cheung Kong
Cheung Kong
Holdings Hui
Holdings.
Xian Real Estate
Investment
Trust.

REIT

Hong Kong, HKex Unlimited
duration

None

4.4%–4.26%

The land use right of
Beijing Oriental Plaza.

August 2012

Tianjin
Affordable
Housing
Interbank REIT.

Tianjin Real
Estate Trust
Group.

Mortgage
REIT

Mainland,
non-listed

Not available Not available

40,000 units of
affordable houses
held and managed by
Tianjin Real Estate
Trust Group.

July 2013

New Century
REIT.

New Century
REIT
Group and Carlyle
Group.

Hong Kong, HKex Unlimited
duration

None

6.5%–7.8%

Four five-star hotels
and a four-star hotel.

December 2013 Spring REIT.

Spring Asset
Management.

REIT

Hong Kong, HKex Unlimited
duration

None

4.94%–5.23%

Two Grade A office
buildings of China
Central Place in
Beijing’s CBD.

April 2014

CITIC Sailing
Special Asset
Management
Plan.

CITIC Securities.

Quasi-REIT Mainland,
3 years to 5
Shenzhen Stock years
Exchange

1 million
yuan

Fixed return for
priority, expected
rate of return of 7%

Two office buildings,
i.e. Beijing CITIC
Securities Building
and Shenzhen CITIC
Securities Building.

October 2014

CITIC Suning
Yunchuang
Private
Investment
Fund.

CITIC Securities
and Suning
Appliance.

Quasi-REIT Mainland,
Class A: 18
Shenzhen Stock years; Class B:
Exchange
3+1 years

1 million
yuan

Class A: 7.0%–8.5%;
Class B: 8.0%–9.5%

11 stores of Suning.

June 2015

Penghua Qianhai Vanke Fund and
Vanke REITs
Penghua Fund.
Closed-end
Hybrid Securities
Investment
Fund.

Quasi-REIT Mainland,
10 years
Shenzhen Stock
Exchange

100,000
yuan

8%

The rental income
right of Vanke Qianhai
Enterprise Dream
Park office building.

Unlimited
duration

Source: Compiled by INSITE Corporate Research Center based on publicly available data
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2003: The Auchan Tianjin No. 1 Store Capital
Trust Scheme
In December 2003, Beijing International Trust and
Investment Co., Ltd. and Tianjin LongdiLichuan Real
Estate Development Co., Ltd. launched the “Auchan
Tianjin No. 1 Store Capital Trust Scheme” which claimed
to follow the global REIT model with a trust period of three
years. The financing was through private placement, the
scheme was issued on the mainland and adopted a noncirculating operation mode. The underlying assets were
the properties of the main branch of Auchan in Tianjin.
The rent received from the shops was the main income.
However, the limitations of single minimum investment of
200,000 yuan and restriction of the number of contracts to
200 show that it is essentially a real estate trust rather than
a standard REIT.

2011: Cheung Kong Holdings Hui Xian REIT
On April 29, 2011, the Hui Xian real estate investment
trust was spun off from Li Ka-shing’s Cheung Kong
Holdings and listed on the Hong Kong Stock Exchange.
The underlying assets were the land use right of Grant
Hyatt Beijing Hotel, Beijing Oriental Plaza, Oriental New
World Mall, Oriental Trade City office building and Oriental
Haoting Serviced Apartments. This was the first yuandenominated product listed on the Hong Kong Stock
Exchange. Although the Hui Xian Real Estate Investment
Trust attracted public attention, its stock performance was
not good after listing. It fell below the initial offering price
soon after trading commenced and declined by 7.82%
from the offering price to close at 4.83 yuan on the first
day of trading.

2005: Yuexiu Real Estate Investment Trust

2012: Tianjin Affordable Housing Interbank
REIT

In December 2005, as the major shareholder, Yuexiu
Enterprises (Group) Co., Ltd., launched the “Yuexiu Real
Estate Investment Trust”. It was listed on the Hong Kong
Stock Exchange through a public offering. The underlying
assets were a portfolio of commercial developments in
Guangzhou. The yield was the asset appreciation and
rental income of the properties. This was China’s first
standard REIT consisting of properties on the mainland.
As Yuexiu Investment was the window enterprise of the
Guangzhou municipal government in Hong Kong, the
issuance process took only about four months. As the
expected annual rate of return was high, ranging from
6.3% to 6.7%, and due to the specialized nature of its
appreciation process during asset assessment, the
issuance path was not typical.

In August 2012, “Tianjin Real Estate Trust Group Assetbacked Notes” was launched with the Tianjin Real Estate
Trust Group as the major sponsor, using funds raised
from within the banking sector. The REIT was issued on
the mainland and not offered to the public, the underlying
assets were the 40,000 units of affordable housing units
held and managed by the Tianjin Real Estate Trust Group.
The gross floor area was about 2 million square meters.
The rental income is the source of funds for repayment.
This was China’s first affordable housing asset-backed
note product. It is a REIT consisting of fixed income
products. With the issuance of beneficiary certificates,
the real estate company continued to own the properties.
The REIT is traded in the interbank market and the major
participants are institutional investors.

2006: CapitaLand China Retail Real
Estate Trust

2013: New Century REIT and Spring REIT

On December 8, 2006, CapitaLand introduced the
CapitaRetail China Trust (CRCT), which was listed on the
Main Board of the Singapore Exchange. The underlying
assets consisted of seven shopping centers: Beijing
Wangjing-Jiamao Shopping Mall, Kowloon Mall, Anzhen
Hualian Mall, Shanghai Qibao-Jiamao Shopping Plaza,
Zhengzhou Hualian Mall, Hohhot Jinyu Shopping Mall and
Wuhu Jiaxinmao Mall. This was the first REIT in Singapore
consisting of Chinese assets. After the Opinions on
Regulating Access to and Administration of Foreign
Investment in the Real Estate Market (the “No. 171
Document” in short) was issued in July 2006, Yuexiu’s
listing path can no longer be repeated. Double-layer
structure became the only way for mainland property
enterprises to issue REITs abroad and CapitaLand’s
CRCT is the first real estate trust product in compliance
with the No. 171 Document.

On July 5, 2013, the New Century REIT, co-sponsored by
the New Century Group and the Carlyle Group, was listed
on the Main Board of the Hong Kong Stock Exchange.
The underlying assets were five hotels, consisting of four
five-star hotels and a four-star hotel, including Hangzhou
New Century Grand Hotel and Hangzhou Qiandao Lake
New Century Resort. It is the world’s first China-based
hotel REIT.
On December 5, 2013, the Spring REIT was listed on
the Hong Kong Stock Exchange. The underlying assets
were two Grade A office buildings of China Central Place
in Beijing’s Central Business District (CBD). The main
sources of income were rental and parking income. A total
of 180 million Hong Kong dollars was raised. It is the first
REIT directly investing in two Grade A office buildings in
Beijing’s CBD.

© RICS Research 2016
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2014: CITIC Sailing Special Asset
Management Plan and CITIC Suning
Yunchuang Private Investment Fund
In April 2014, CITIC Securities launched the CITIC Sailing
Special Asset Management Plan. The term was from 3 to
5 years and funds were raised through private placement
in the form of trust, it was listed on the Integrated
Agreement Trading Exchange of the Shenzhen Stock
Exchange. The underlying assets of the product were
two office buildings, Beijing CITIC Securities Building and
Shenzhen CITIC Securities Building. The return was their
rental income. This is China’s first equity REIT product.
However, since the various policy barriers restricting the
introduction of REITs have yet to be removed, there are
still differences when compared with REITs in overseas
market (such as liquidity, etc.).
In October 2014, CITIC Securities and Suning Appliance
jointly launched the CITIC Suning Appliance Private
Investment Fund. The size of Class A securities was
about 2,085 million yuan. The term was 18 years with
purchase or sellback allowed every 3 years. The size of
Class B securities was about 2.31 billion yuan and the
term was 3 + 1 years. Funds were raised through private
placement, it was then listed on the Integrated Agreement
Trading Exchange of the Shenzhen Stock Exchange. The
underlying assets were 11 Suning retail stores. However,
the store properties and other assets of Suning Appliance
were not directly held by the Fund, but through using the
underlying assets consisting of the portion allocated to the
private equity fund to establish asset-backed securities after
these properties became assets of the private equity fund.
Thus, it drew on the experience of the Taiwanese REAT
(Real Estate Asset Trust) product model. The underlying
assets of the investment fund and the existing properties of
Suning Appliance were separated by means of “self-sales
and self-purchase”. This is not a traditional equity REIT.

2015: Penghua Qianhai Vanke REIT Closedend Hybrid Securities Investment Fund
In June 2015, Vanke Fund and Penghua Fund launched the
Penghua Qianhai Vanke REIT Closed-end Hybrid Securities
Investment Fund with a term of 10 years, the fund was
launched on mainland China and offered through a public
offering. The underlying assets were the rental income right
of Vanke’s Qianhai Enterprise Dream Park office building,
but not the Qianhai Enterprise Dream Park development.
This is China’s first public real estate investment fund.
However, different from a standard REIT securitization
product model where the funds raised are invested in real
estate properties, 50% of its assets of the Penghua Qianhai
Vanke REIT Closed-end Hybrid Securities Investment Fund
were used to purchase the equity of target companies and
the other half invested in the shares, bonds and money
market instruments of listed companies. From this point of
view, the Penghua Qianhai Vanke REIT is not a standard
REIT. Nevertheless, it is at present a securities product
closest to a standard REIT in China.

10
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2.0 Five dilemmas of the Implementation
of REITs China

Law

Taxation

Positioning

According to the operating experience of a mature
international market, standard REITs primarily refer to asset
securitization products directly invested in real estate by
means of property or mortgage loans. In addition, REITs are
primarily issued in stock exchanges in the form of a public
offering and have a high degree of liquidity. The majority of
its revenue is distributed to investors, they normally enjoy
preferential tax treatment and at the same time reap the
benefits of capital appreciation. According to the above
definition, the current quasi-REITs products issued in China
fulfil some of or multiple standard requirements of the
general definition. However, there is not a REIT in China in
the strict sense of the term. We believe the current situation
is mainly the result of the five dilemmas described below:

2.1 The lack of a clear legal
status in China
The two mainstream overseas REIT launching channels
are both in conflict with the existing legislation. The
establishment and issuance of REITs in the form of a
joint stock limited company or a limited liability company
conflicts with the Company Law regulation which
stipulates that a company’s external investment shall not
exceed 50% of its net assets. This is a big obstacle to
real estate enterprises whose growth mainly depends
on acquisition of new real estate projects. In addition,
there is potential conflict of interest arising from confusion
between corporate management and real estate
project management. The dilemma of double agency
is apparent in terms of sponsoring and commissioning
in this structure. The issuance of REITs in the form of a
mature overseas real estate investment trust management
company would conflict with the Securities Investment
Fund Law which states that the fund supervisors “shall
not mix their existing assets or a third party’s assets with
fund assets as their securities investment”. Thus, REIT in
the strict sense of the term cannot appear until the NPC

Property

Talent

Commission of Legislative Affairs modifies the relevant
provisions of the Securities Investment Fund Law.
Therefore, the mainland at present lacks a specific
legislation for REIT products, without which there would
be no means to regulate and manage the structure of
assets, utilization of assets, sources of income, profit
distribution and taxation policies. The establishment
and support of the corresponding laws and regulations
have been vital to the development of REITs in mature
markets. The law places restrictions on the various
behaviors of REITs, it has also provided REITs with certain
tax advantages and other benefits to attract investors.
At present, the business of quasi-REITs products in
China is carried out primarily based on “Trust Law”, the
“Administrative Rules on Trust and Investment Companies”
and the Interim Measures for the Administration of Capital
Trust of the Trust and Investment Companies. The lack of
specific legislation is hindering the public fund-raising and
circulation of REIT products, which adversely affects the
real estate market’s securitization process.

2.2 The lack of favorable policy
support and double taxation of
REITs in China
In most countries, as a type of “income transmission
securities”, REITs enjoy preferential taxation status. REITs
are considered as an income transmission tool and are
exempted from income tax. Under the current China
taxation system, a 11.0% VAT and a certain percentage
of property tax is levied on commercial property rental
income (the property tax rate for commercial properties is
calculated based on the residual value of a property at a
tax rate of 1.2%, or based on the property rental income at
a tax rate of 12%); on top of this, there is a 25% income tax.
Based on a rough estimation, net income only amounts to
60% - 70% of the rent received.

© RICS Research 2016
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If REITs are seen as a widely circulated securities product,
according to the Individual Income Tax Law of the People’s
Republic of China, each time interest, dividends and bonus
income is acquired by an individual creditor and equity
owner, the amount shall be the taxable income amount.
A flat tax rate of 20% is applicable. For the preferential
measures, please refer to the provisions of the “Notice
of the Ministry of Finance, the State Administration of
Taxation and China Securities Regulatory Commission
on Issues concerning the Implementation of Differential
Individual Income Tax Policies on Dividends and Bonuses
of Listed Companies (CS[2012] No. 85)”. Tax obligations are
determined by the dividends and bonus incomes acquired
from the dividends of listed companies based on the
holding time. If the holding time is more than one year, the
tax rate is 5%; 10% for one month to one year, and 20%
for less than one month. In other words, both the company
and the individual investor are still obliged to pay tax and
cannot be exempted because of transmission. (Table 2).
Two of the most important REITs markets in Asia –
Singapore and Hong Kong – are compared. With regard
to tax incentives, Singapore started to impose stamp
duty on REITs in April 2015, but the personal income tax
and consumption tax relief were retained. Though Hong
Kong does not have tax incentives for REITs, they are
exempted from profits tax and stamp duty on the first
issuance based on the Hong Kong Securities and Futures
Ordinance. (Table 3).

Table 3

Table 2

China’s real estate-related taxes

REITs property

Tax basis

Real estate tax

Residential value of property 1.2%
Rental income

Urban construction Rental income
tax and additional
tax

Tax rate
12.0%
0.5%

VAT

VAT Payable (Output – Input) 11.0%

Income tax

Profit

25.0%

Individual
investors

Tax basis

Tax rate

Income tax
(interest, dividend,
bonus)

The holding time is less than 20.0%
one month
The holding time is one
month to one year

10.0%

The holding time is more
than one year

5.0%

Source: Compiled by INSITE Corporate Research Center based on
publicly available data

Comparison between Singaporean REITs market and Hong Kong REITs market
Singapore

Hong Kong

Earliest legislation year

1999

2003

Listing time of the first REIT

2002 Capital Mall Trust

2005 Link REIT

Organizational structure

Corporate / Trust + qualified trustee

Trust + qualified trustee

Asset requirements

70% for investment in real estate and
related properties

75% for investment in real estate projects which
earn regular rental income

Proportion of dividend sharing

90%

90%

Highest debt ratio

45%*

45%

Tax benefits

Exemption from personal income tax and
consumption tax

Exemption from profits tax and exemption from
stamp duty on the first issuance

Number of year of holding the project

Three years for restricted property
development activities*

At least two years

Market size (Up to May 2015)

About 50 billion US dollars / 34 REITs

About 25.8 billion US dollars / 11 REITs

Note: *In Singapore, MAS has recently announced revisions to REIT regulations, which proposes reducing the highest gearing to 45%. More details are available from
http://www.mas.gov.sg/news-and-publications/media-releases/2015/mas-responses-to-consultation-feedback-on-strengthening-the-reits-market.aspx

Source: INSITE Corporate Research Center/MAS/SFC
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2.3 Positioning for a balance
between risks and benefits of
REIT products
According to statistics, the annualized rate of return of the
US market MSCI REIT Index was 10.2% between 2004
and 2014. The annualized gain in the US stock market
composite index was 8.5% over the same period. In most
cases, REIT products outperformed the stock index (Figure
2). In addition, since the products were designed with
an emphasis on dividends, investors generally received
an annual amount ranging from 3% to 5% to improve
their cash flow. But it is worth noting that there is a high
correlation between the yield curve of REITs and that of
the stock market and the volatility of REITs was higher
even though the return was higher than that of the stock
market. During the market crash of 2008, a decline of
65% occurred. Therefore, the equity REITs traded in open
exchanges are risky and are not entirely at an advantage
compared with other investment products.

Figure 2

However, due to the high long-term risk-free interest
rates in China’s financial market, the guaranteed payout
and implicit endorsement of some investment products,
and the lack of risk awareness and overemphasis on
the rate of return, the development of REITs products is
hindered as a result. We can examine the income range
of the current mainstream investment products in China.
There is a large variety of choices of high-yield and lowyield investment products. From the perspective of the
individual investor market, there is not a lot of room for
REITs. There is a vacuum in the 6% to 8% annual return
area. (Table 4)
Based on the current yield range of issued quasi-REIT
products, the yield of CITIC Sailing priority is from 5.5% to
7% and that of CITIC Suning Class A is from 7% to 8.5%.
They both focus on debt and their return basically falls
within this range. As a class of investment products, it is
worth further exploring what image REITs should present,
whether they should be treated as stock rights or fixedincome bonds. In view of the current low actual rate of
return of real estate properties but with disproportionately
high risks, how to attract investors is a subject.

The overall US market index and the MSCI US REIT index

350

300

10.2%

250

Index

200

8.5%
150

100

50

0

2004

2005

2006

2007

2008

2009

2010

2011

2012

2013

2014

2015

Year
US Broad Market Index

MCSI US REIT Index

Source: MCSI
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Comparison between the yield
rates of domestic mainstream
investment products

Table 4

Types of investment
products in China

Range of yield rates

Deposits

2.25%–3.5%

Stocks

Long-term: averagely 7%

Bonds

3.5%–5%

Money market fund

3%–4%

Real estate trusts

8%–10%

P2P

10%–15%

CITIC Sailing

5.5%–7%

CITIC Suning Class A

7%–8.5%

2.4 Lack of high quality real
estate properties for the
issuance of REITs in China
Although the stock of commercial real estate properties
in China has increased rapidly, there is a lack of high
quality properties with a clear ownership structure and
stable return that are suitable for the issuance of REITs.
For example, data from the National Bureau of Statistics
show that 206 million square meters of office buildings
were completed during the period from 2004 to 2014,
among which 187 million square meters were sold. This
accounts for 91% of the total completed floor area. It is
generally believed that first-tier cities have a relatively high
self-holding rate. In fact, the average sales-to-completion
ratios from 2004 to 2013 were: Beijing (79.5%), Shanghai
(96.5%), Shenzhen (70.2%) and Guangzhou (99.7%)
(Figure 3). This indicates that the majority of properties
are for sale, and the lack of clear ownership render them
unsuitable for packaging into REITs.

Source: Compiled by INSITE Corporate Research Center Research
Center based on publicly available data

The area of office buildings sold and the area of office buildings completed in China
over the years
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At the same time, the low proportion of developers
retaining the properties they have developed has
diminished the market basis for the development of REITs.
Most developers still derive their income from property
sales and do not have a strong interest or confidence in
holding them. Since the collection of statistics started
in 2000, the proportion of rental income of Chinese
real estate developers to sales of commodity housing
(residential and commercial) has remained stuck within the
range of 1.5% and 2.5% and no clear trend has emerged.
On the other hand, the factors limiting the real estate
developers’ ability to restructure their business can
be traced to the higher-than-usual rent-to-sales ratio.
The relatively low rental yield is unable to satisfy the
expected rate of return of REITs which depend mainly on
rental income. At present, even in cities such as Beijing
and Shanghai where the property market is the most
developed in China and valuation is relatively transparent,
the net rental yields rarely exceed 5%. Under such
circumstances, few underlying projects can offer REIT
products with the expected market return.

2.5 Lack of talent in China’s REITs
industry
The REIT industry involves professional disciplines such
as financial product design, asset management allocation
and project operation adjustment. Though REITs with
Chinese characteristics have emerged, the actual
operations are still in the hands of a few professional
teams. At present, the design of front-end financial
products faces a complex approval process, difficulties
in asset qualitative analysis, pricing, etc. As a class of
financial products and financial investment instruments,
REITs need a professional post-investment management
team. In the long run, talents are required for re-investment
and trading of open-ended REITs. Currently, there is a
lack of talents with relevant qualifications and skills in the
market, these include qualified and experienced property
surveyors. The Royal Institution of Chartered Surveyors,
or RICS, has a history of 140 years. RICS accredited
surveyors are a part of the international valuation standard
and internationally recognized as having reached the
highest professional service standard.
As real estate professionals, most would agree that
operation and adjustment are important to project
development and raising the capital return. Commercial
property development has passed the boom and bust
phase and the chances of high growth in the overall
real estate market is not high. In the future, effective
operational capabilities and an eye for sustainable
development will be an important path for buy-and-hold
financial products such as REITs to obtain excess returns.
Major developers and institutional investors are recruiting
talents with such capabilities.
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3.0 Analysis of the
China REITs survey
results

Figure 4

231

The survey was conducted by means of an online
questionnaire survey, telephone interviews and face-toface interviews. At the end of May 2015, a total of 231
valid questionnaires had been recovered (Figure 4). The
respondents were industry professionals from 50 cities,
including representative first-tier, second-tier and third-tier
Chinese cities, as well as Hong Kong, Singapore, London
and others.
The 231 valid questionnaires returned are categorized
by industry, company business nature, job responsibility,
and MRICS and non-MRICS. The objective is to reveal the
differences in understanding of China REITs among the
respondents of the different categories. The above variance
analysis results (p value) are all far greater than 0.05,
i.e. 0.20826, 0.26682, 0.30808 and 0.31202. (Appendix:
Table 5 to Table 8) This shows that there is no significant
difference in the understanding of the different attributes
of the REITs market in China among the respondents.
The minute cognitive differences mean the survey
analysis can ignore the respondents’ selection bias in
different questions.
In other words, the respondents of the survey have a similar
understanding of REITs in China, it can even be said that
they have a uniform view of certain issues. The results of
this survey could be construed as generally reflecting the
mainstream views of REITs in the industry.

effective
questionnaires

Questionnaire+in-depth interview

Although the government has signalled that it would
promote the development of REITs in recent years, the
CITIC Sailing REIT, CITIC Suning REIT, and Penghua
Qianhai Vanke REIT are widely identified within the industry
as quasi-REITs products due to various reasons. Voices
questioning their authenticity are still unabated. In this
context, INSITE Corporate Research Centre and the
Royal Institution of Chartered Surveyors (RICS) conducted
a one-month Chinese Real Estate Investment Trust
Questionnaire survey in China.

3.1 Sample questionnaire analysis

2015 Survey on REITs in China
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3.2 Analysis of background of respondents
Question 1: Which of the following category
best describes your organization?
Based on the industry distribution of the respondents, 42%
were employed by real estate agencies, 30% by developers,
13% by professional service providers (lawyers, accountants,
etc.), 9% by financial institutions and the remaining 6% by
universities and association members.

Figure 5

Industry category of the
enterprises

Question 2: Is your organization a
domestically-funded or foreign-funded
enterprise?
Judging from the business nature of the respondents’
organizations, 57% were domestic-funded enterprise,
17% European and US enterprises, 15% Hong Kong/
Macau/ Taiwanese enterprises, 3% Singaporean
enterprises, and 8% others (do not belong to an enterprise).

Figure 6
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Question 3: Which of the following category
best describes your role in your organization?

Question 4: Which of the following RICS
membership category do you belong?

72% of the respondents described themselves as
middle management and senior management, 10%
owner/ shareholder, 9% team leader, and 9% operation
staff/ others.

51.9% of the respondents were RICS members, among
which 16% were from the quantity surveying and
construction industries. Commercial property and
valuation accounted for 9.1% and 8.2%, respectively.

Figure 7
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Figure 8
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3.3 Analysis of respondents’ knowledge
Question 5.1: How much do you know about
REITs?

Question 5.2: If deregulated, how much
pressure do you think China REITs will put
on overseas REITs?

77.9% of the respondents indicated that they had a general
or above average understanding of REITs, while more than
20% of respondents indicated that they had little knowledge
of REITs. This reflects that knowledge of REITs needs to be
promoted in China (Figure 9).

Figure 9

66.6% of the respondents believed that standard China
REITs would exert pressure on overseas REITs. In other
words, they believed standard China REITs would have
a competitive edge over overseas REITs (Figure 10).
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Figure 10

Respondents’ views on whether China REITs would put pressure on overseas REITs
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Question 5.3: How optimistic are you about
the prospects of China REITs?

Question 5.4: How interested do you think
foreign investors will be in China REITs?

About 81% of the respondents were still relatively optimistic
about the prospects of the REIT market in China (Figure 11).

About 86.1% of the respondents believed that overseas
investors might be interested in the China REITs after the
market opens (Figure 12).

Figure 11

Respondents’ view on the prospects of China REITs

45%
40%

Percentage (%)

35%
30%
25%
20%
15%
10%
5%
0

No
comment

Extremely
pessimistic

Very
pessimistic

General

Very
optimistic

Extremely
optimistic

Level of views
Source: The survey on the China REITs 2015/INSITE Corporate Research Center/RICS

Figure 12

Respondents’ views on overseas investors’ interest in China REITs
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Question 6: When do you think Chinese
authorities will deregulate REITs?
About 54% of the respondents believed that obstacles to
the development of standard REITs in China would not be
removed within the next two years (Figure 13).

Figure 13

Question 7: Who will be the main investors
of China REITs if the market is deregulated?
(Multiple answers are allowed)
About 81.8% and 58.4% of the respondents respectively
believed that insurance and investment institutions and real
estate funds would become major investors of standard
China REITs (Figure 14).

Respondents’ views on the timetable for complete opening of the China REITs market
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Figure 14

Respondents’ views on the major investors of REITs after the China REITs market is opened
(multiple choices)
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Question 8: Who will benefit the most from
the China REITs market? (Multiple answers
are allowed)
82.3% and 73.2% of the respondents respectively believed
that developers and financial and investment institutions
would benefit from standard China REITs (Figure 15).

Question 9: Which of the following types
of properties will most likely be included in
a China REIT once the market is opened?
(Multiple answers are allowed)
About 74.9% of the respondents believed that REITs with
office development had the greatest potential whilst retail
properties and mixed-use developments were ranked
respectively second and third. (Figure 16).

Respondents’ views about the groups benefiting from the opening of the Chinese REITs
business (Multiple choices)

Figure 15
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Figure 16

Respondents’ views on REITs properties favoured by the respondents (Multiple choices)
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Question 10: Please rank the following
aspects of REITs from highest to lowest
according to level of importance.
(Multiple answers are allowed)

Management team and business environment were the
third and fourth most important factors, respectively.
Many respondents specifically pointed out in the “Others”
option that there was an urgent need to set up relevant
legislation and regulations and introduce related tax policies
in China (Figures 17–21).

When ranking the factors affecting REIT business in terms
of the level of importance, the respondents ranked rate of
return first. Quality was the second most important factor.

Figure 17

Respondents’ views on the most important factor affecting REITs
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Figure 18

Respondents’ views on the second most important factor affecting REITs
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Figure 19

Respondents’ views on the third most important factor affecting REITs
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Figure 20

Respondents’ views on the fourth most important factor affecting REITs
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Figure 21

Respondents’ views on the fifth most important factor affecting REITs
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Question 11: Compared with overseas
REIT markets, what are the developmental
obstacles of China’s REIT market? (Multiple
answers are allowed)

China. Although the rate of return of commercial property
development was relatively low which in turn had restricted
the development of REITs in China, high quality properties
were still available in the market.

The respondents believed government policy,
underdeveloped financial markets and talents were the
three main challenges for the development of REITs in

Figure 22

Respondents’ view on the difficulties REITs faced in China (Multiple choices)
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Question 12: Which of the following regions
in China do you think are the most suitable
for REITs?
First tier cities with a mature market environment were
considered the most suitable for development of standard
REITs. The proportion of respondents selecting tier-one
cities (78.4%) far outstripped that choosing tier-two cities
(15.6%) (Figure 23).

Figure 23

Respondents’ view about the regions the most suitable for the development of China REITs
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3.4 Summary of the 2015 China REITs survey
Though the prospect for REITs in China is
optimistic, there are many obstacles.
The survey results show that the development of REITs in
China is full of obstacles. While 81% of the respondents were
relatively optimistic about the prospects of the REIT market
in China, they did not deny that there were limitations in
REITs’ development in terms of government policy, finance,
talent, etc. It would take time for standard China REITs to
appear. Respondents ranked “lack of guidance policy” as
the major obstacle. In view of this, the relevant legal and
business policies have to be changed to facilitate REIT
development in China (Figure 24).

Figure 24

Respondents’ views about
obstacles to China REITs

Assuming that all the aforesaid restrictions on REITs were
removed, 86% of the respondents believed that China
REITs would be relatively more appealing to overseas
funds. However, overseas REITs were still more attractive
compared with China REITs.
However, 54% of the respondents believed the Chinese
government was not yet ready to proceed with opening the
doors for the listing of standard REITs in the next two years.
The respondents from law firms and accounting firms noted
that China did not have specific regulations for REITs. The
formulation and the implementation of such regulations
involved various government departments and it takes time
for the market participants to master the new regulations.

Figure 25
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The respondents believed a mature market
would create a strong foundation for REITs.
When asked which factors affect REITs the most in
descending order, about one-quarter of the respondents
ranked rate of return and quality in the first two places,
which are the two indicators directly reflecting market
maturity. (Figure 26) Nearly 80% of the respondents
believed first-tier cities with the most mature property
market were the most suitable for development of REITs.
Respondents considered market maturity as creating the
foundation for REITs.

Figure 26

Respondents’ opinion of the relative importance of various factors affecting REITs in
descending order

Rate of return

1

The quality of
subject matter

2

Management
team

About one-quarter of the respondents put
the rate of return on the subject matter and
the quality of the subject matter in the first
two places

Source: The survey on the China REITs 2015/INSITE Corporate Research Center/RICS

28

© RICS Research 2016

3

The market
environment

4

rics.org/research

Office buildings and developers will be the
focus of China’s REIT market.
The respondents were asked to choose the types of
properties which are deemed the most suitable for REITs.
Based on the selection results, office buildings ranked
first, accounting for 27%, followed by retail and mixed-use
properties, accounting for 21% and 19%, respectively.
(Figure 27) Industrial properties, hotels and residential
housing lagged behind, accounting for 14%, 13% and

Figure 27

6%, respectively. The respondents believed property
developers, insurance companies, securities firms and
other financial investment institutions would be the main
beneficiaries of China REITs, accounting for 37% and
33%, respectively. This is followed by banks and other
financial institutions as well as individual investors, both
accounting for 15%. (Figure 28) It is evident that the
majority of the respondents believed office buildings and
developers would be the focus of China’s REIT market.

Respondents’ views on the properties most suitable for REITs
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Figure 28

Respondents’ views on who would be the main beneficiaries of China REITs
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4.0 Opportunities for China
Since the U.S. Congress passed the relevant bill
supporting the creation of REITs in 1960, 32 countries and
regions have set up relevant markets. Currently, the total
market value of REITs products traded in open exchanges
in the world has exceeded 1.7 trillion US dollars. Since the
beginning of the 21st century, the real estate industry has
been the most important pillar industry in China. With the
development of asset securitization, the huge potential

Figure 29

of the real estate market will no doubt attract investors
who are getting ready to carve up the cake. As China
promotes and implements standard REIT products in the
future, all classes of investors, from individual investors to
governments, financial institutions, property developers
and others, will be affected by this process. They will also
benefit from the development of REITs (Figure 29).
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4.1 Implementation of REITs –
opportunities for the government

4.3 Implementation of REITs –
opportunities for investors

Due to the rapid development of the real estate market
over the past 10 years, an enormous amount of money has
been absorbed by the real estate market. At present, the
government is adopting a more accommodative monetary
policy to deal with the temporary setback during overall
transformation of the economy. Revitalizing the capital tied
up in the real estate sector and promoting its circulation
in the form of securitization will help to increase monetary
liquidity. For the government, the removal of obstacles to
set up standard REITs can change the real estate industry
from one that follows the development and sales model
in pursuit of short-term interests to one which follows a
more healthy long-term business model, thereby improving
the asset quality of the entire real estate industry. About
its role in the social security system, REITs can be an
effective means of integrating private capital, attracting the
entry of capital to revitalize the asset value of affordable
housing and public rental housing. With enhanced
liquidity, special purpose funds can be diverted to new
construction projects, changing the current situation of
the lack of funding for and slow progress of affordable
housing construction. In addition, REITs can also provide
investment returns for retirees, thus reducing their reliance
on the social security system.

With the increase in income, Chinese individual investors
are highly enthusiastic about new investment channels.
Traditional real estate investments have very high capital
requirements, also, in the commercial property sector,
individual investors lack the experience to participate in
this market. The introduction of REITs can offer a good
solution. The investment threshold of real estate can be
greatly reduced. REIT products under the management of
a professional commercial operation investment company
will have lower risks and a higher comprehensive income.
REITs are likely to be given priority in the asset allocation
of individual investors. In addition, REITs are attractive to
insurance companies, pension funds and other institutional
investors. Compared to investment in entity projects,
REIT products have a higher liquidity and can help these
institutions diversify investment risks by offering them
different investment channels in real estate. Furthermore,
referencing the overseas experience where tax benefits for
REITs are usually available, the government has introduced
tax benefits for personal health insurance for business.
Therefore, tax credits or tax benefits for REITs are very
likely to be implemented in the future.

4.2 Implementation of REITs –
opportunities for developers
The lack of an effective exit mechanism is one of the
biggest challenges in commercial property development
in China. For developers holding a lot of high quality
properties, the implementation of REITs will be an ideal
exit mechanism. Through securitization shares in a project
are converted to cash to ease financial pressure and
for deployment in new developments, at the same time
retaining control of the developed property. By seizing this
opportunity, property developers will be more motivated
to create and hold high-quality commercial property for
the long term. They can cooperate with fund companies
to issue REITs and invest the funds raised in commercial
property developments which can earn a good rental
income. It can be said that REITs have introduced a new
business model to domestic developers and reduce the
risk brought about by the “develop and sell” model. After
setting rental income as the main operational objective,
the developers will invest more on and have set a higher
standard for project planning, construction, management
and operation, which in turn will significantly raise the
overall standard of development of the real estate industry.

4.4 Implementation of REITs
– opportunities for service
providers
The lifecycle of a REIT can be roughly divided into five
stages. They are: asset restructuring, preparation for
listing, going public, operation and management of
assets, and finally termination. This inevitably involves
participants from different fields in the service sector,
for instance, fund sponsors, fund managers, appointed
trustees, custodians, investors, SPVs and brokerage
firms. In particular, the participation of third-party service
providers such as appraisal companies, law firms, as
well as finance and taxation consultancies has to a large
extent given REITs a risk mitigation framework. These
include ensuring the independence of assets, clarifying
the rights and obligations of fund managers and trustees,
disclosing information in a timely manner, limiting the types
of investment in the portfolio and debt. The opening up of
the domestic market to launch standard REITs provides an
opportunity for business growth of these service providers.
At the same time, due to the complex structure of the
industry chain of REITs, their requirements will greatly
enhance the service level of the relevant service providers.
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5.0 Appendix

5.1 Professional Opinions
We have received feedback and opinions from many
professionals, who have expressed their expectation
and given suggestions about China’s REITs market from
different perspectives. Their comments are reproduced
below. Our sincere thanks go to all the respondents for
their professional contributions.
Note: The comments are in alphabetical order according to the names
of the respondents, which include 30 members of the Royal Institution of
Chartered Surveyors (RICS) and 22 industry veterans.

• Andrew Kam, MRICS, Director of Valuation,
Savills Property Services (Shanghai) Ltd
	The development of REITs in China is critical to the
advancement of China’s property market. It provides
not only a financing channel for properties, the
success of REITs should also be required to meet
investors’ expectations in terms of management
and investment return. In order to attract investors,
especially international investors, excellent asset
management is essential and thus will require a lot
of professional input which would allow the property
market to be more sustainable and long-term.

32

© RICS Research 2016

• David Faulkner, FRICS, Executive Director,
Colliers International
	With an increasing demand for investment grade
assets from domestic and overseas institutions, REITs
have the potential to become an important asset class
in China. They also help market liquidity by providing
an exit route for developers and if the reporting
standards are the same as those overseas they will
increase transparency in the market.
• Mayank Kaul, MRICS, Head of Real Estate Risk,
Citibank N.A
	REITs play an important part in the development of
the real estate capital markets in any country, and if
regulated and used appropriately, can provide a good
means for developers to monetise their assets while
providing access to commercial properties for an
investor base who could not otherwise have access.
China needs to tread carefully to ensure that the
investors are buying REITs primarily for dividend yield
and not capital appreciation.
• Meaning Han, MRICS, Quantity Surveyor,
Omnium International
	REITs have promising future in China as long as
the policy and rules are executed properly and
transparently.
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· Vincent Cheung, MRICS, Executive Director and
Head of Valuation and Advisory Services, Cushman
& Wakeﬁeld
REIT provides a platform for Chinese developers
to monetize their assets and in the meantime, it’s a
pressure for the developers to improve the income
generating capability of the assets listed by REIT.”
· Cao Entong, MRICS, Leasing Manager, Jiaming
Investment Co.,Ltd
Without doubt, REIT can greatly enhance the
development of the property development market.
At the same time, it will strengthen the financial
nature of ‘real estate’, which will further increase the
demand for professionalism for market participants.
For all those who are participating in China’s property
sector, this is a challenge as well as an opportunity.
Facing China’s enormous market, I believe REITs
in China will have massive potential and scope for
imagination. I watch with anticipation the appearance
of real REITs in China.
· Chen Daidi, MRICS, Senior Engineer, Guangzhou
Ruihe Construction Co., Ltd.
China’s market is highly influenced by government
policy. Also, there is a need to raise people’s
awareness and understanding of REITs. Otherwise,
many problems will appear during policy
implementation.
· Chen Wei, MRICS, Senior Engineer, Hutchison
Whampoa Property
Despite the lack of policy guidance and professionals
with special skills, the Chinese government may flash
the green light for REITs in the future and there may
be a lot of opportunities in China’s first-tier cities.
· Dai Yuzhong, MRICS, Deputy General Manager,
the Greenland Group Metro Investment Corporation
The development of REITs in China’s market is greatly
affected by government policy. There are only a
few successful cases. REITs will not have a large
scope for development until real estate development
enters a new normal state with second-hand housing
becoming mainstream. REITs will experience rapid
development in the Internet plus era.
· Fu Zhigang, MRICS, Senior Engineer, Shanghai Jianke
Engineering & Consulting Co., Ltd.
The current pace of development is too fast.
The pace of development should be stable.
· Gao Shibin, MRICS, Managing Director, Tishman
Speyer Properties
At present, there are four main problems confronting
the implementation of REITs in China: first, there is
not a corresponding preferential tax policy; second,

the property ownership registration system is not
transparent, so long-term investors lack confidence;
third, there is not a bankruptcy isolation system, so it
is difficult to control the risk. Fourth, although a
trading platform is available, liquidity is poor, which
is decided by the current investment threshold.
The implementation of REITs involves a number
of governmental departments, including the State
Administration of Taxation, the China Securities
Regulatory Commission, the China Banking Regulatory
Commission, the People’s Bank of China, etc. For
example, the State Administration of Taxation is
not enthusiastic about reducing taxes. In general, it
doesn’t have a strong desire. For the developers at the
sponsor level, the current cost of directly dealing with
properties is similar to that of issuing REITs. Even if a
portfolio of properties is packed into a REIT, tax is not
exempted during the sales process. The issuance price
is generally lower than the assessed market value. Even
for high-quality properties in Beijing and Shanghai, it
is difficult for the net income ratio to rise above 5%.
The properties that are bundled into REITs are not
attractive to the market. In general, the products are not
favored. Large developers such as Wanda and Vanke
are currently promoting their light asset strategy. The
logic behind is that they are all listed companies, asset
securitization can help improve their balance sheets,
speed up cash flow efficiency and allow them to better
carry out the layout of scale effect. At a deeper level,
this reflects developers belief that China’s overall real
estate growth will not be too fast in the future and
financing costs are unlikely to decrease significantly.
Therefore, the promotion of asset securitization is
to exchange the equity in properties for room for
enterprise development.
REITs for government affordable housing are a type
of social welfare. From the perspective of yield , they
would not be able to meet the requirements of market
investors without the support of government policy.
The scope for development in the future is small. The
book values of the properties held by large enterprises
have deviated from market fundamentals. If detached
it would improve the corporate balance sheet. In this
respect, there may be a chance in the future. Since
large institutions are better acquainted with financial
products, they might actively follow up if the REIT
market is opened. It is expected that it would take
three to five years for genuine REITs to appear. During
the process, perfecting the legal framework and tax
regime will be the biggest hurdle. At the same time,
under the existing framework, many innovative quasiREITs products will be introduced to the market.
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• Gu Xin, MRICS, Professor, Chongqing Technology and
Business University
The future of REITs is promising in China. However,
we are limited by human resources and market, it
may take 1–2 years.
• Guo Hao, MRICS, Property General Manager, CB
Richard Ellis
Investment in Real Estate Trusts will be a trend as
society develops, and is dependent on the process
of social development. As long as it is favorable to
the people and not speculative, we should promote
it. Process control and monitoring, and building up of
faith are particularly important.
• Jian Dixian, MRICS, Executive Director, Tongren
Tongzhi Real Estate Appraisal Co., Ltd.
It is favorable for Chinese investors as it increases
their investment channels.
• Liang Tingjun, MRICS, Senior Engineer, Anhui Branch
of Guangsha Construction
The future is promising. We should wait for the right
moment.
• Liao Min, MRICS, Vice President and Chief Appraiser,
Guangdong Siyuan Land and Real Estate Appraisal
Consulting co., Ltd.
The scope for future development is vast but
currently not supported by government policy.
• Liu Wei, MRICS, Senior Economist, Inner Mongolia
Zhonghengxin Engineering Cost Consulting Co., Ltd.
China’s REIT market is still at the exploratory stage
and needs government support.
• Mei Zhuohui, MRICS, Department Manager,
Guangdong Gongcheng Equipment Property Service
Co., Ltd.
Professional guidance and industry standard
guidelines need to be improved.
• Qi Xiaoxuan, MRICS, Senior Engineer, Ningxia Boyuan
Appraisers Co., Ltd.
There is market demand and huge development
potential. Standardization is required.
• Shi Guanghui, MRICS, Marketing Director, Shanghai
Zhenhua Engineering Consulting Co., Ltd.
Government support, policy guidance, market
development, professional management and
convergence with overseas markets are expected.
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and professional forums in China at suitable
times, allowing the REIT market to develop
healthily and quickly.
• Wu Yonggang, MRICS, Senior Engineer, Wanda
It is necessary to improve the relevant legal
framework and promote preferential tax policies.
• Yang Mengjiang, MRICS, General Manager of
Wanda Plaza (Fushun), Dalian Wanda Commercial
Properties Co., Ltd.
China’s real estate market is gradually maturing.
High-quality buy-and-hold-type properties have
become a trend in first- and second-tier cities.
The market potential of REITs is huge. Meanwhile,
we have to take note that as regards the standardized
operation of REITs, the absence and uncertainty
of market regulation policies is an obstacle to its
development. But overall I remain optimistic about
China’s REIT market.
• Yu Qiang, MRICS, Senior Accountant, Qingdao Tianhe
Assets Appraisal Co., Ltd.
The REIT market will inevitably develop and thrive
in China.
• Zhang Haiyong, MRICS, General Manager Assistant,
Zhongke Construction Development Corporation
The Chinese market needs not only innovative
products, but also a good policy environment and
financial services.
• Zheng Wensui, MRICS, Senior Economist, Shanghai
KeDong Real Estate Appraisal Co., Ltd.
We expect that the China Institute of Real Estate
Appraisers and Agents will issue guidance on the
appraisal of REITs, which will send a strong signal to
the real estate market and financial investment. Our
MAI members have been trained in a systematic way
and can provide technical support on training and
business aspects.
• Zhong Richeng, MRICS, Senior Engineer, Xiamen
Jiajun Construction Co., Ltd.
The intervention and policy influence of the banking
regulatory bureau will severely restrict the healthy
development of REITs. Without market-oriented
operations, it is difficult to provide the necessary
assistance to economic entities in genuine need.

• Wang Rang, MRICS, General Manager, Yunnan
Haoren Project Cost Co., Ltd.
I am positive about its prospect because it is well
received and the market potential is big.

• Zhu Qian, MRICS, Chairman, Rich Box Commerce
I think the development of REITs in China is good
news to commercial real estate. Developers can
recoup funds through REITs instead of split a
property up for sale, inhibiting unified commercial
operation.

• Wang Zhijun, MRICS, Senior Engineer,
BeijingRongxinYong’an Engineering Project
Management Co., Ltd.
International professional organizations can
publicize this theory on major media platforms

• Zou Xudong, MRICS, Property General Manager,
CB Richard Ellis
Policy factors should be considered first, the
governance level of the regional governments is
also an aspect that should not be neglected.
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• Du Xiaoming,Investment Manager, Jiuding Capital
Commercial properties in China have been in a
bubble for a long time, we see high sales price and
low rental income, even in first-tier cities. Return of
REITs rely on the rental income of a property, thus
how to achieve a reasonable balance between price
and rent would be a major problem for management.
• Jason Ho, Managing Director, North Asia, RICS
Building confidence for investors locally and overseas
will be one of the major challenges amongst others
like fiscal policy, etc.
• Roy Liu, Secretary General, REPA
Qualification management level will be a key factor.
• Wayne Xiao, Senior Manager, DTZ
1. The low yield of investment properties, poor
profitability of economic entities, and low tolerance of
cost of goods; 2. Tax policy; 3. Land term limitation.
These three points are the main factors influencing
the development of REITs in China. The development
of REITs is helpful to activate their assets, changing
the traditional role of developers, and enriching the
investment channels for individual investors, leading
to a healthy stock market.
• Dr. Wilson Chee, Managing Director, Cheerful
Holdings Limited
Hong Kong’s history and experience in REITs will be
a guide for China.
• Bi Mingdong, General Manager, Chineseoffice.com.cn
REITs are a key step in China’s development into
a mature commercial real estate market and also
the market basis for the birth of more boutique and
develop-and-hold type properties.
• Pu Ruimiao, Manager, Wuteng Consulting (Shanghai)
Co., Ltd.
I hope the State can put in place appropriate
policies to attract more people to invest or start a
business and establish a sound, reasonable, and
all-encompassing process surveillance program
to protect our common interests, and then expand
its scope to cover the whole society and improve
people’s standard of living, so as to achieve lasting
peace and stability in our country.
• Cai Jijun, General Manager, Guangzhou City Wanhe
Shopping Plaza
It is the next big market, but needs the joint promotion
of the government and industry participants.
• Chen Huadong, Vice-General Manager, Raycom
REITs will drive the development of industrial parks.
• Dong Zhu, Senior Engineer, Dalian Wanda Commercial
Properties Co., Ltd.
It is immature. Both the quality of real estate
properties and talents are low.

• Li Qong, Chief Inspector, Undisclosed
Currently, China has too many policy restrictions
hindering the development of REITs. Financial
markets are not mature. The conditions for the
implementation of REITs are still not ripe.
• Liu Jian, Managing Director, Leading
China’s commercial real estate development faces
a difficult situation. There is a major contradiction
between the market rule that profit can be gained
from commercial properties only through long-term
operation and many factors like the capital and
talents possessed by developers. Most commercial
properties have been constructed and finished in
the absence of effective planning, positioning and
research. Meanwhile, developers, limited by their
financial capacity, always sell their commercial
properties in immature market conditions for shortterm gains. The above actions are all against the
law of natural growth of commercial real estate.
Due to fiscal needs, local governments have the
tendency to transfer commercial land to developers,
little do they realize that the most basic element of
commercial property development is appropriate
location planning. Guangdong Yuexiu, China’s only
participant in the REIT market, is performing poorly in
their commercial property business and sustainable
development. Because of factors such as talent,
system and many others, commercial properties,
even those in thriving zones, attract few visitors and
bring in little revenue. Due to the above problems, I’m
worried about the future of the REIT market in China.
• Liu Weixiang, Partner, Dacheng Law Offices
1. Promoting REITs will involve many branches of
the government, mainly the CBRC, CSRC and State
Administration of Taxation.
2. In 2014, the CSRC issued the Opinions on Further
Promoting the Innovation and Development of
Securities Institutions (ZJF [2014] No. 37), which
specifies in the section on Supporting Business
Product Innovation that it is necessary to research
and establish a REIT related institutional system
and corresponding product operation mode and
solutions. This lay a policy foundation for a future
pilot REIT program.
3. The State Administration of Taxation’s No. 7
Announcement (2015) constitutes a supplementary
document for No. 698 Document. It expressly
defines the concept of “China Taxable Property” in
Article 1: Where a non-resident enterprise indirectly
transfers the equity of a Chinese resident enterprise
and the like through an arrangement without a
reasonable commercial purpose to avoid the liability
to pay corporate income tax, the indirect transfer
transaction shall be redefined in accordance with
Article 47 of the Law on Corporate Income Tax as
a direct transfer of the equity of a Chinese resident
enterprise and the like, which is a re-interpretation of
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Article 6 of No. 698 Document. No. 7 Announcement
further defines “the equity of Chinese resident
enterprises and the like” by enumeration: “The
equities of Chinese resident enterprises and the like
refer to the properties of institutions and places in
China, real properties in China, equity investment
assets of Chinese resident enterprises and other
properties which is directly held by non-resident
enterprises and subject to corporate income tax
in case of transfer in accordance with Chinese Tax
Law.” Under this structure, the feasibility of mainland
properties issuing REIT products abroad is relatively
low. The tax burden is hard to avoid.
4. Overseas funds prefer investment cooperation in
China. For example, A Canadian pension fund and
Goodman is cooperating with KKR and Poly in China.
5. Due to the absence of motivation of developers
and the slow progress of the administration, the
chances of genuine REITs appearing in China in the
short term is low.
• Liu Yantong, Commercial Director, Beijing Branch of
Jinke Property Group
The prospect of the market is good; nevertheless,
a lot of training and popularizing are required to
cross the threshold and allow traditional developers
to accept it. In addition, the government needs to
provide guidance by issuing policies.
• Liu Yongli, Engineer, Guangdong Feiteng Project Cost
Consulting Co., Ltd.
I am positive about this emerging business. I think its
future is promising!
• Peng Lina, General Manager of the Purchasing
Department, Suzhou Industrial Park Business Travel
Development Co., Ltd.
REITs is new in China. Apart from the lack of
professionals, there is inadequate understanding and
awareness of the market; in addition, the following
questions need to be answered: how to formulate the
rules; who will supervise; how to promote, etc.
• Wang Ming, Cost Management Director, Fosun Group
1. The government should improve policies, related
guidance, financial markets and supervision;
2. Associations and professional organizations
should assist the government to develop policies
and strengthen training of society at the professional
level as well as personnel training;
3. Property developers, financial institutions,
professional advisors and other market participants
need to actively participate and benefit from it.
• Xu Jinliang, General Manager, Shanghai Zhixun
Information Technology Co., Ltd.
In the past one to two years, the immaturity of financial
markets and lack of confidence of investors are the
biggest factors hindering the development of REITs.
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• Xu Yue, General Manager, ChangyueJunhe Asset
Management Co., Ltd.
The opening up of financial markets to REITs in China
not only requires the government to provide more
rational guidance through financial policies, but also
requires more enterprises hoping to find an asset
exit channel through asset securitization to better
understand that sound operation and management
of assets is the only way to stabilize cash flow so
that continuous effort needs to be expended by
management on maintenance and appreciation of
asset value. It is not wise to use REITs as a means
of financing, which may bring short-term gains but
would result in long-term damage to the interests
of investors. Therefore, the policy on the opening
of REITs should be developed strictly in accordance
with international conventions.
• Yuan Xiaochao, Chief Inspector, Ping An Real Estate
There are institutional barriers in China’s overall legal
framework, which should be considered right from
the beginning.
• Zhang Jiangming, General Manager of the
Investment-banking Department, China Minsheng
Banking Co., Ltd.
Absence of policy, lack of qualified personnel,
conservative management mechanism, and lack of
companies willing to invest.
• Zheng Weihua, Marketing Director, Beijing Properties
It plays a positive role in promoting China’s domestic
real estate market, and is conductive to developing
self-own properties, improving the overall level
of asset management, providing reasonable exit
channels for developers, guiding the change of
property development and investment concept in
the mid- and long-term, and reducing the overall
risk of the market.

rics.org/research

5.2 Appendix: One-way analysis of variance (ANOVA)
Table 5

One-way ANOVA – differences in understanding of China REITs among respondents from
enterprises of different businesses

Summary
Group

Observation
number

Sum

Average

Variance

Domestic enterprises

132

7282

55.1667

29.4071

Hong Kong, Macao and Taiwan enterprises 35

1980

56.5714

33.8403

Singaporean enterprises

7

367

52.4286

60.2857

European enterprises

40

2251

56.275

20.4609

Non-enterprise

13

711

54.6923

29.0641

Others

4

234

58.5

21.6667

Source of variance

SS

df

MS

F

P-value

F crit

Among groups

189.299

5

37.8598

1.29531

0.26682

2.25418

Intra-group

6576.36

225

29.2283

–

–

–

Total

6765.66

230

–

–

–

–

ANOVA

Source: Survey on China REITs 2015/INSITE Corporate Research Center/RICS

Table 6

One-way ANOVA – differences in understanding of China REITs among respondents with
different responsibilities

Summary
Group

Observation
number

Sum

Average

Variance

Operation staff

17

934

54.9412

41.9338

Professional staff

20

1130

56.5

28.4737

Middle management

88

4930

56.0227

29.6776

Senior management

78

4330

55.5128

22.2531

Owners\shareholders

24

1277

53.2083

46.433

Others

4

224

56

4.66667

Source of variance

SS

df

MS

F

P-value

F crit

Among groups

176.321

5

35.2642

1.20413

0.30808

2.25418

Intra-group

6589.34

225

29.286

–

–

–

Total

6765.66

230

–

–

–

–

ANOVA

Source: Survey on China REITs 2015/INSITE Corporate Research Center/RICS
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Table 7

One-way ANOVA – differences in understanding of China REITs among respondents from
different industries

Summary
Group

Observation
number

Sum

Average

Variance

Property Developers

68

3801

55.8971

35.1385

Financial Institutions

29

1613

55.6207

23.2438

Real estate service providers

45

5102

56.6444

19.5071

Professional service companies

70

3801

54.3

29.2275

Others

19

1061

55.8421

39.5848

Source of variance

SS

df

MS

F

P-value

F crit

Among groups

173.018

4

43.2545

1.48279

0.20826

2.41159

Intra-group

6592.64

226

29.171

–

–

–

Total

6765.66

230

–

–

–

–

ANOVA

Source: Survey on China REITs 2015/INSITE Corporate Research Center/RICS

Table 8

One-way ANOVA – differences in understanding of China REITs between MRICS and non
MRICS

Summary
Group

Observation
number

Sum

Average

Variance

MRICS

120

6807

55.7216

28.7392

Non RICS members

111

6018

54.8727

31.5946

Source of variance

SS

df

MS

F

P-value

F crit

Among groups

30.1953

1

30.1953

1.02661

0.31202

3.88239

Intra-group

6735.47

229

29.4125

–

–

–

Total

6765.66

230

–

–

–

–

ANOVA

Source: Survey on China REITs 2015/INSITE Corporate Research Center/RICS
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