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SUMMARY

»
'0

A

A Study on the establishment of a comprehensive information network
system for monitoring real estate development finance (PF)

Hwang Gwanseok, Suk Jaesung, Oh Minjoon, Kim sungwoo

Key words: Real estate development finance, Risk Management, Monitoring,

Comprehensive information network system

This study aims to address the recurring insolvency issues in real estate
project financing (PF) projects and their subsequent impacts on the financial
market and broader economy. It proposes a comprehensive monitoring system
for risk management in real estate PF projects by establishing an integrated
information network based on the project stages of real estate PF sites. To this
end, it analyzes the current status of related systems operated by relevant
institutions and considers risk factors, presenting a systematic information
network construction plan and an Information Strategy Plan (ISP) through pilot
studies of PF sites.

As of the end of March 2024, the total PF loan balance across all financial
sectors stands at KRW 134.2 trillion, an increase of KRW 41.7 trillion compared
to the end of 2020. The PF loan delinquency rate across all financial
institutions has risen to 3.55%, up by 3.0 percentage points from the end of

2020. Real estate PF risks can be categorized by development stages, including

130



risks related to land acquisition, regulatory approvals, construction, and market
factors such as sales risks. The development of a real estate PF information
network must consider these stage-specific risk factors.

To build a comprehensive information network for real estate PF, the study
examined existing related systems and reviewed real-world project cases. The
related systems analyzed include development-focused systems such as the
Land Information System, Industrial Land Information System, Urban Planning
Project Comprehensive Information System, Housing Supply Information
System(HIS), and Housing Supply Statistics System. For PF-specific systems,
the study focused on SEIBro, the securities information portal of the Korea
Deposit Insurance Corporation and the Housing and Urban Guarantee
Corporation's (HUG) PF Guarantee System. Case analyses were conducted on
three PF sites: two HUG-guaranteed sites and one private project.

From the analysis of existing systems and case studies, four key directions for
building the comprehensive real estate PF information network were identified:

Integration of Related Systems: To effectively manage PF risks, integration of
development and financial systems operated by the Ministry of Land,
Infrastructure, and Transport (MOLIT) and financial institutions is essential.
Currently, development-related information is managed by MOLIT, and
financial data by financial institutions, but their limited integration hampers
comprehensive utilization. A unified management framework linking
site-specific information, such as regulatory approvals, PF loans, and securitized
securities, is needed. This requires legal and institutional reforms.

Information Input through Business Entity Reporting: As real-time
information construction is challenging with system integration alone, a
reporting system where business entities input relevant data during

administrative procedures or loan executions should be implemented. Regular
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reporting of key variables, such as project status, loan terms, progress rates,
and sales rates, would enhance data accuracy. Incentives for compliant
reporting should be provided to reduce the burden on businesses.

Risk Factors Based on Business Characteristics and Development Stages: Real
estate development projects exhibit varying risks depending on stakeholders,
types, and stages of the project. The system should account for these
characteristics, dividing the development process into land acquisition/
regulatory approvals, construction, and completion phases. Monitoring
frameworks for stage-specific funding and risks should be designed accordingly.

Strengthened Monitoring through a Comprehensive Information System:
Given the multifaceted nature of PF defaults, involving economic conditions,
participant capabilities, and financial relationships, a robust monitoring system
is crucial. The system should systematically track market conditions, financial
indicators of participants, sales, and progress rates. Linking this data with
financial institutions, guarantee agencies, and construction associations would
enhance risk prevention and post-event management.

The ISP directions for constructing the real estate PF comprehensive
information network emphasize its necessity for stabilizing the financial and
real estate markets. The strategy involves integrating existing systems,
managing risks by stages, providing legal and policy support, standardizing and
securing data, and fostering interagency collaboration. The system is designed
to manage risks proactively through early warning systems and data-driven
decision-making, thereby contributing to policy-making and financial institution

decision support.
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