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Research of Implicit Guarantee and Risk of Real Estate Credit

Song Lingfeng (Associate Professor, Wuhan University)

Abstract: The paper analyzed default risk of real estate sector based on balance sheet framework including central and local
government , real estate sector, financial sector. We found two implicit guarantees in real estate loan. There are differences be-
tween implicit guarantee from local government to real estate sector and implicit guarantee from central government to finan-
cial sector. They led to excess loan to real estate sector. Empirical research shows local government fiscal deficit and real es-
tate investment cast important effect to real estate credit. We should manage implicit guarantee to control risk of real estate
credit.

Key words:real estate credit; default risk; implicit guarantee; sector structure
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