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Abstract

The real estate developers in this study included “construction 
companies” and the “property stock companies” which operate construction 
businesses. Construction companies are commonly known as a high-return 
industry by the general public, but their operations are easily affected by real 
estate cycle and their chances of financial crisis are higher than other 
industries. It is considered a sure bet for pushing up the share prices when 
property stock companies participated in the construction industry. This study 
analyzed the relationship between the profit performances of construction 
companies and the real estate cycle, the types of relatively high profitability 
construction companies in the industry, the differences in investment strategies 
and the relationship between property stock companies’ gain of profits from 
construction business and the real estate cycle in 1996-2007. This is to enable 
real estate developers to make appropriate strategic adjustment on their 
investment according to the announced real estate cycle indicators, and to 
serve as a reference for the investors on investing in construction companies. 
The results of the study are as follows:  

1. The better the real estate cycle in the previous year, the better the profit 
performance of construction companies, with higher total sales and total 
land-purchase amount. 

2. The construction companies with higher market share and 
construction-revenue ratios higher than 90% have better profit 
performances. The profit performances of backdoor listed companies, 
companies with previous financial crisis and TSE listed companies are 
not as good as OTC and emerging-market listed companies. Companies 
providing purely residential products have poorer profit performances 
than those providing offices and factory space alongside with residential 
products, but the difference is insignificant. Apart from that, project 
location does not affect the profitability of the construction companies.  

3. Construction companies with better profits can get hold of the real estate 
cycle in a relatively fast way. They also can continue to buy land when the 
real estate cycle is depressing and to actively buy land when the real 
estate cycle is good.  

4. Most projects of property stock companies were released when the real 
estate cycle signal turned green. Good sales contributed to good 
profitability. The relationship between large commercial development 
project profitability and the real estate cycle might not be as close as 
general construction projects. Apart from residential projects, recent 
development projects also include commercial real estates such as 
offices, shopping malls, residential-commercial buildings, etc. The 
development concept of long-term rental return is more popular and it has 
more variety than the initial period. 
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