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Real Estate Investment Strategy of Insurance Companies

Abstract: The investment of insurance companies on real estate will have a positive effect on
both of the markets. The total assets of China’s insurance industry in 2008 are 3.34 trillion. The
annual increase of the total assets will be 500 billion. And the investment on real estate market in
5 years will be 292 billion, if we choose 5% to be the proportion of the investment ratio on real
estate.

Currently the insurance companies are very cautious in real estate investment. The insurance
companies should be encouraged to invest on some professional real estate funds, so as to
reduce the operational cost of real estate investment.

The financial measurement will have big influence on the choice of real estate investing
strategies. The cost measurement will lead to a more conservative investment strategy, wile fair

value measurement will indicate how the value of your investment change with the market.
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The insurance companies should try to use the financial leverage when investing on real
estate. A proper mechanism of investment government should be established so as to avoid
bureaucracy. So long as the insurance companies could control the market risk, they will make
profit from the real estate investment.

Keywords: Real Estate, Financial Measurement, Fair Value, Financial Leverage
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