China Eases Rules on Foreign
Investment in Real Estate

Notice of Adjusting Policies on the Market Entry and
Administration of Foreign Investment in Real Estate
Market (hereinafter referred to as the “Notice”) was
jointly published on August 19, 2015 by six ministries
and commissions, namely, Ministry of Housing and
Urban-Rural Development, Ministry of Commerce,
National Development and Reform Commission,
People’s Bank of China, State Administration for
Industry and Commerce, State Administration of
Foreign Exchange. According to the Notice:

1. Branches or representative offices of foreign
institutions (excluding those real estate development
enterprises) and foreign individuals who work or
study in China are qualified to purchase properties
for self-use. The Notice cancels “one-year stay in
China” restriction under the Opinion on Regulating
the Entry and Administration of Foreign Investment
in the Real Property Market (hereinafter referred
to as the “Opinion”) published by Ministry of
Housing and Urban-Rural Development in 2006.

2. The Notice further cancels the requirement of
the Opinion that an foreign-invested real estate
enterprise shall make full contribution to its
registered capital before applying for domestic and
overseas loans, or making settlement of exchange
for its loan in foreign exchange. Such cancellation
lowers the financing threshold of the foreign-
invested real estate enterprise and will encourage
foreign investment to enter China’s real estate
market.

3. The Notice lowers the ratio between the registered
capital and the total investment of foreign-invested
real estate enterprise. The ratio is as follows: where
the total investment is between $US10 million
and $US30 million ($US30 million inclusive), the
registered capital shall be at least 40% of the total
investment; where the total investment exceeds
$US30 million, the registered capital shall be
at least one-third of the total investment. While
according to the Opinion issued in 2006, where the
total investment exceeds $US10 million ($US10
million inclusive), the registered capital shall be at
least 50% of the total investment, which is much
higher than the new ratio. It is one of Chinese
government’s efforts to attract foreign investment
in real estate markets.
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It is noteworthy that although the Notice eases the rules
on foreign investment in China’s real estate market, it
respects real estate restrictions set by local government
that were designed to cool down real estate bubble.
Taking Shanghai as an example: if foreign individuals
want to purchase properties in Shanghai, they will still
be required to provide Service Contracts with a term
of more than one year and tax returns for more than
one year.
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