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Abstract: Considering the characteristics of public REITs (real estate investment trust) and current state of urban rail transit
development, this analysis examines the applicability and existing challenges of REITs in the urban rail transit sector. Furthermore,
preconditions are proposed for implementing REITs pilot programs in urban rail transit. Specifically, urban rail transit, being a
large-scale infrastructure and quasi-public product, generally follows government-regulated pricing, with lower fares being the
norm. Lower fares, combined with higher construction and operating costs, make it challenging for ticketing revenue to cover
operational expenses. Recent statistics reveal that the national average operating revenue and expenditure ratio has been
between 65% and 78%. Hence, at this stage, urban rail transit does not satisfy the precondition that the underlying assets of
REITs can generate profit independently, and it is not an ideal candidate for REITs’ underlying assets. If REITs are issued via
asset restructuring, using the network or operation as the underlying asset, then it may lead to issues such as increased
financial subsidies and government debt. Therefore, there are no conditions for the widespread promotion of REITs in China
at this stage. High-quality projects in developed cities can be selected as pilot projects. It is suggested to determine the quality
of a project based on its profitability and financial resources. For pilot projects, attention should also be given to reinvestment
projects, the competency of asset managers, rents, commissioned operation and management fees, and other charging standards.
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