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ABSTRACT

A Study on Operational Characteristics of the Real Estate
Trust Business in Korea
- Focused on the Analysis of Financial Statements ~

Lee, Jin-Won
Major in Real Estate

Development and Management
Graduate School of Real Estate

Hansung University

Real Estate is one of the most important factors to live for human
being and in Korea, the source of the land is very limited compared
with Koreans' traditional demand to own real estate property. Thus, it
was not necessary for land owners to develop the land with taking
their high risk as they can take high profits only to hold the real
estate property.

Through the policy that assists 1o improve the efficient use of land
and stabilize land price, Real Estate Trust Business was introduced in
1991 to settle down the sudden rise of the real estate price in late
19805 and support efficient land use. So Real Estate Trust Business
took an important role in real estate market and has grown very
rapidly until Korea asked IMF Aid in 1997

Despite the unstable situation of Real Estate Trust Business, the
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main purpose of Real Estate Trust System can be accomplished from
the view of its specialty and independency. The Real Estate Trust
System is a key system to solve financial liquidity issues.

This study is to suggest the reformation plan of Real Estate Trust
Business which is based on considerate research of the 7 year analysis
of Real Estate Trust Business. With this reformation plan, this study
its own purpose and a fine circulation of Real Estate Trust
Business. These are inferred from various data to extract more
confident result

will revi

dcs of Real Estate Trust Business are the
weakness of the stability of its products, self factors of Real Estate
Trust Business, and the issue of independency in the Business.

Some  characts

First, the reformation of trust products s important. Traditional real
estate development trust should be reduced and instead, real estate
management trust for development should have more capacity in trust
business with management trust, collateral trust and disposal trust
Various indirect real estate products such as ABS, REITs should be a
major items to stabilize the Business for the long-term period.

Second, various financial supply system can help stable management
of the Real Estate Trust companies, Project Financing, ABS or REITs
can be considered as a more improved financial supply system in
order to improve financial supply. Establishing SPC and Investors’
Union is another efficient way to change financial supply for Real
Estate Trust companies. Furthermore, the Real Estate Trust companies
can be changed into speicialized banks in real estate trust that have
the ability to invest financial asset into the real estate trust projects
under Capital Market Consolidation Act.
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Third, the transparent change of corporate governance is another
important factor to make efficient business. To reduce the inefficiency
of government backed companies, stock IPOs and the partial sales of
its shares including convertible bond issuance should start to consider.
With the corporate governance, its own functions of Real Estate Trust
companies will be recovered.

Last, related-laws need to be changed soon. Despite fraudulent real
estae trust with trustee’s innocence, the related laws have to exclide
the rights of restitution claim and the right of creditor’s cancellation.

In addition, trust accounts should be allowed to borrow financial
asset from trust company's own accounts and tax report, payment and
refund should be allowed for each project.

This study should have provided more practical altemative plans
and more systematic analysis for Real Estate Trust Business under
the fast changing real estate market. The performance of the
development plan mentioned above should be reborn and meet its
purpose.



