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ABSTRACT

Beginningwithrealestatefinancialriskandriskenergytheory,combinedwithempiricalresearch,
thisarticleanalyzesrealestatefinancialmarketsindifferentstagesandcalculatestheprofitandloss
(theratioofthereleaseofriskenergytotheriskenergy)inordertojudgewhethertheriskenergyhas
exceededthesystemtoleranceandtoplayawarningrole.First,thisarticleanalyzesuncertainfactors
intherealestatemarket,buildsarealestatesupplyanddemandnetwork,determinessystemrisk
characteristics,correspondingprofitandlosscategories,quantitativeandqualitativefactors,andthe
riskofenergyreleaseandthecollapseofboundaryconditions.Therealestatemarketisapproached
usingbothunivariateandmultivariateanalyses,dividingtherealestatemarketintothreestagesand
probingmergersandtransformationconditionsfordifferentlevelsofrisk.Finally,theauthorsanalyze
whetherthefinancialriskenergyreleasedbyrealestatemarketexceedsthecapacityofthesystem
bycalculatingprobability,risk,whichplayawarningrole.
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INTRodUCTIoN

Since1998,Chinahascarriedouthousingsystemreformsandhasabolishedthewelfarehousing
distributionsystem,creatingarealestateindustrythatisthepillarofthenationaleconomy.Itisobvious
thattherealestateindustryrequiressupportfromthefinancialindustry.Afteryearsofdevelopment,
theindustrynowobtainsfinancefromdebtandequitysources.Withthesegrowingopportunities,
however,risksexist(FengandCao2011).

Giventhecyclicalnatureoffinancialmarkets,theworld’seconomiesneedtolearnhowtomanage
financialcrises(Zhuet al.2004).Withseriousinternationalfinancialturmoilandfinancialcrisesin
theearly2000s,financialscholarsbegantoconsiderhowtostrengthenandimprovefinancialrisk
controls(Zhou2008).

China’srealestateindustryfacesfinancingchallenges.Realestatedevelopershavehadtodevelop
relationswithbanksandalsoself-finance.China’sdepositreserveratiocontinuestorise.OnFebruary
24,2011,theRMBdepositreserveratioforlargefinancialinstitutionsreached19.5%.Thisindicates
thatcreditwillbefurthertightened,makingitmoredifficultfortherealestateindustrytoborrow
money.Inrecentyears,usuryloansandcivilloanshavecoexisted,butnowtherealestatemarket
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riskscollapseandconsumersareburdenedbyhighpricesandlargemortgages,whichharmChina’s
economicdevelopment(Jia2007).

Insummary,withtherapiddevelopmentofChina’srealestateindustry,realestatefinancebears
acorrespondinglyhighrisk.ThisriskmayspreadtoChina’sentirefinancialsystemandevenaffect
theoveralldevelopmentandstabilityof thenationaleconomy.Therefore, researchonrealestate
financialriskishighlynecessary.

Financial Risk Research in the Real Estate Market
Realestatefinancialrisksmainlyrefertothefinancialinstitutionsthatmanagetherealestatemarket
financialbusiness.Duetovariousfactorssuchasthemarketandtheenvironment,theassets,benefits
andreputationmaysufferlosses.Fromasystemperspective,realestatefinancialriskreferstofinancial
risksbornebyfinancialsystems,realestatedevelopers,realestateinvestors,consumers,landreserve
agencies,andothersystemsthatmakeupandinteractwitheachother(ZhangandLiu,2005).

Financial Risk Identification in Real Estate Market
Realestatefinancialriskreferstothefinancialservicesactivitiessuchasraising,financing,liquidation
andotherfinancialservicesprovidedbyfinancialinstitutionstotherealestateindustry.Becauseof
variousunpredictable(uncertain)factors,theactualincomeoffinancialinstitutionsdeviatesfrom
expectedreturns,thussufferingthepossibilityofeconomicloss(YuanandJia,2009).Itismainlythe
systemicfinancialriskcausedbytherealestatecreditriskofthebankingsystem(Liuet al.2014).
Theresearchofsystemicfinancialriskfocusesmoreonrealeconomyrisk,bankrisk,government
debtrisk,virtualeconomicrisk,etc.Thetheoreticalstudyofrealestatefinancialriskhasnotattracted
enoughattentionfromscholars(Hu,2017).Financialriskisanessentialelementintherealestate
market risk management process(Sitek, M. 2013). Real estate financial risk is highly correlated
withthebankingindustry(MartinsA,andSerraA,2018).China’scurrentrealestatefinancialrisks
includedevelopmentrisks,landmarketloanfinancialrisksandpersonalloanrisks(MaoandHu,
2004).(1)Lackofownfundsandmonotonousfinancingchannels(2)informationasymmetry(3)risks
ofcollateral(4)changesinnationalmacroeconomicpolicies(5)changesintheinternationaleconomy
andchangesindomesticexchangeratesarethemainfactorscausingrealestatefinancialrisks(Huang,
2018). With the development of financial services, credit business has gradually expanded, and
personalhomeloanbusinesshasgrownalongwiththegrowthofcommercialbanks,andtherehas
beenaphenomenonoffalsemortgages.Intheprocessofimplementingtherealestatecreditpolicy,
thedeviationofpractitionersisquitelarge,andthephenomenonofillegaloperationappearsinsome
banks(Lu,2004).

Financial Risk Models in Real Estate Market
Internationally,thecreditriskquantificationmodel,suchasthecreditriskmodelproposedbyBoston
InvestmentBank,theKMVmodeldevelopedbyKMVCompany,theCreditMetricsdevelopedbythe
MorganConstructionCompanyandthecreditportfolioviewmodeloftheMcKinsey&Company,has
beenformedandplayedagreatrole.Oneofthemostimportantdevelopmentsinriskmanagement
inthepast10yearshasbeentheValueatRisk(VaR)model.Therearemanyformsofriskvalue
models,includingDaR(dollars-at-risk)andCaR(capital-at-risk).(GarbadeKennethD,1986),IaR
(income-at-risk),EaR(earnings-at-risk),andVaR(value-at-risk)(GlynA.,2002).MengZhiqing,
JiangMin,andYuXiaofen(2008)definesaCVaRmodelbasedonmulti-objectivemanagementof
weights.Theresultsshowthattherearesomerealestatefinancialinvestmentsinthecountrythat
arelow-risk,butrealestatefinanceinmostcitieshasobviousrisks,indicatingthattherealestate
industryinChinaisgraduallyenteringtheperiodofventureinvestment.LiShiandLuZudi(2008)
usedtheCopulafunctiontocharacterizetheinterrelationshipbetweenmultiplefinancialassets,and
combinedasymmetricLaplacedistributiontechniquestobettercharacterizetheriskoftheportfolio.
Theresultisagoodmeasureofportfolio.TheVaRofriskvaluehelpstobettermeasureandevade
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