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[ Abstract ]

Legal Review on Types and Characteristics of
Real Estate Finance in Korea

Dong-Won Ko*

Real estate finance (i.e., financing for investment in real estate) through
an investment vehicle in Korea is divided into four types under the relevant
laws and regulations: first, financing through a collective investment
vehicle under the Capital Market and Financial Investment Business Act;
second, financing through a real estate investment company, a special
purpose company for investing in real estate, set up under the Real Estate
Investment Company Act; third, financing through a project financing
investment company, a special purpose paper company, established under
the Corporate Income Tax; and fourth, financing through a special purpose
company under the Asset-backed Securitization Act.

In Korea, the real estate market has been active since the 1997 financial
crisis, due to the increasing demand for disposing of real estates for the
purpose of corporate restructuring of financial institutions as well as
corporations, and the opening of domestic real estate market to foreign
investors. In line with this, various methods for real estate financing have
been also developed by the enacted relevant laws.

This article seeks to analyze major features of the real estate financing

methods through indirect investment vehicles under the relevant laws and

*  Professor, College of Law, Sungkyunkwan University
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regulations, and to suggest some measures for improvements. Among them,
it is in particular noted that a real estate investment company and its related
institutions, such as an asset management company and a custodian
company, are regulated and supervised by the Ministry of Land, Transport
and Maritime Affairs as well as the Financial Services Commission,
causing burdensome on such institutions; thus measures for the supervision
and regulation only by the Financial Services Commission should be taken.
Second, activities by a private placement real estate investment company
should be regulated by the Capital Market and Financial Investment
Business Act, rather than the Real Estate Investment Company Ac, in
order to protect investors more efficiently. Third, a separate law for a
project financing investment company should be enacted for more
clarification of the regulations on activities of such a project financing

investment company.

Key Words : Real Estate, Real Estate Finance, Real Estate Collective
Investment Vehicle, Real Estate Investment Company,
Project Financing Investment Company, Asset—backed

Securitization, Special Purpose Company



