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ALMOST exactly a year after 
China’s property-market debt 
squeeze sparked the first in a wave 
of defaults by developers, the in-
dustry is fighting for survival. 

Home sales continue to plunge 
and elevated borrowing costs 
mean offshore refinancing is off 
the table for many developers. 
Global agencies are pulling their 
ratings on property bonds, while 
a string of auditor resignations 
is adding to doubts over finan-
cial transparency only weeks 
before earnings season. An 81% 
stock plunge in Zhenro Proper-
ties Group Ltd. highlighted the 
risks of margin calls as companies 
struggle to repay debt.

Yu Liang, chairman of China 
Vanke Co. — one of the country’s 
largest developers — urged staff 
to prepare for a battle that could 
make or break the firm, according 
to the South China Morning Post, 
which cited an internal document 
from last month. “We are on our 
last legs, which means there are 
no other options,” he said.

A Bloomberg index of Chinese 
junk dollar debt fell every day this 
week through Thursday, driv-
ing yields above 20%. A gauge of 
Chinese property shares is down 
3.4% this week, taking its losses 
over the past 12 months to 28%, 
even after rallying on Friday.

As the cash crunch for devel-
opers worsens, so does the hous-
ing slowdown that’s become one 

of the biggest drags on China’s 
economy. Attempting to deflate 
a speculative market is a risky 
strategy that — if uncontrolled — 
could threaten Beijing ’s pledge 
to prioritize economic stability 
this year. Regulators have quietly 
tweaked some rules to engineer 
a soft landing for the property 
industry, such as encouraging 
mergers and acquisitions, but so 
far officials have refrained from 
any substantive easing of curbs.  

“While the government has 
become more supportive, mea-
sures have remained marginal 
and have not solved the liquid-
ity crisis,” said Paul Lukaszewski, 
head of corporate debt for Asia 
Pacific at Abrdn Plc in Singapore, 
which has portfolios with expo-
sure to developers. “The market 
turmoil and ongoing uncertainty 
have pushed traditional investors 
to the sidelines.”

China Fortune Land Develop-
ment Co. failed to repay a $530 
million dollar bond due Feb. 
28., 2021, becoming the nation’s 
first real estate firm to default 
since Beijing drafted new financ-
ing limits for the sector in 2020. 
Since then, at least 11 developers 
defaulted, according to a Feb. 3 
report by Standard Chartered Plc.

More may follow. Property 
firms have to find almost $100 
billion to repay debt this year, 
even as their income streams 
shrink. Sales at China’s 100 big-

gest developers fell about 40% 
in January from a year earlier, 
compared with a 35% decline in 
December, according to prelimi-
nary data by China Real Estate 
Information Corp. 

COMING DUE
Developers are selling more 
onshore bonds to fund project 
construction, but not enough to 
cover maturing debt. Onshore 
issuance by Chinese developers 
fell 53% in January to 23 billion 
yuan ($3.6 billion), while dollar 
note sales were down 90% from 
a year earlier to just $1.6 bil-
lion, according to China Inter-
national Capital Corp. (CICC) 
Net financing, which subtracts 
maturities from issuance, was a 
negative $7.3 billion, CICC ana-
lysts led by Eric Yu Zhang wrote 
in a Friday note.

Investors also need to worry 
about off-balance sheet debt. Fall-
en angel Shimao Group Holdings 
Ltd. recently proposed delaying 
repayment of about 6 billion yuan 
of high-yield trust products due 
between this month and August, 
people with the matter said this 
week. Its bonds sank on concern 
the company will prioritize these 
liabilities over money owed to 
offshore creditors.

Auditor resignations are sow-
ing further doubt about the fi-
nancial health of property firms. 
Auditors for Hopson Develop-

ment Holdings Ltd. and China 
Aoyuan Group Ltd. resigned in 
late January, citing insufficient 
information and a disagreement 
over fees, respectively. Shimao’s 
onshore unit changed its audi-
tor for the first time in 27 years. 
Failure to publish results before 
the Hong Kong stock exchange’s 
March 31 deadline may lead to 
long trading halts.

“Changing accounting firms 
just ahead of year-end results 
raises questions about the qual-
ity of a firm’s governance,” S&P 
Global Ratings analysts wrote in a 
Feb. 16 report.

Investor distrust of manage-
ment is becoming entrenched. 
Rumors about Zhenro’s ability 
to repay a perpetual bond sent 
the note from near par to drop 
below 23 cents in a matter of 
days, while its shares sank amid 
reports holder Ou Zongrong had 
been forced to liquidate. The 
stock didn’t recover even as the 
company said such speculation 
was “untrue and fictitious.” 

Zhenro said late Friday it may 
be unable to repay debt due in 
March, including its perpetual 
bond. The company had earlier 
pledged to redeem the securities.

A Bloomberg Intelligence in-
dex of Chinese property stocks 
rose as much as 3% on Friday fol-
lowing the mortgage report, while 
high-yield dollar bonds halted 
their decline. — Bloomberg

Crisis in China’s property industry 
falls deeper with no end in sightINDIA has received proposals worth 

$20.5 billion from five companies to 
manufacture semiconductor fabs and 
display fabs locally, according to a 
government statement.

Companies including Vedanta in 
joint venture with Foxconn, Singa-
pore-based IGSS Ventures pte, and 
ISMC have proposed $13.6-billion 
investments for manufacturing the 
chips, which are used in a wide array 
of products ranging from 5G devices 
to electric cars. The three companies 
have sought support of $5.6 billion 
from the federal government under its 
incentive plan. 

“Despite aggressive timelines 
for submission of applications in 
this greenfield segment of semicon-
ductor and display manufacturing, 
the scheme has elicited good re-
sponse,” the Ministry of Electronics 

and Information Technology said in 
the statement.

Further, two companies — Vedanta 
and Elest — have submitted proposals 
worth $6.7 billion to manufacture dis-
play fabs and have sought incentives 
of $2.7 billion from the government, 
according to the statement.

The South Asian nation’s semi-
conductor market is estimated to 
reach $63 billion by 2026 compared 
with $15 billion in 2020. The incen-
tive program is an effort by Prime 
Minister Narendra Modi to boost 
the share of manufacturing in the 
economy and reverse the pandemic 
induced slowdown. The incentives 
were announced amid a prediction 
that a global chip shortage is likely to 
extend until early 2023 and demand 
may remain above the long-term 
expectation in 2022. — Bloomberg

India gets $20B in investment 
proposals for chip production

SOMALIA has signed a deal with 
Coastline Exploration Ltd. to search for 
hydrocarbon offshore that it expects to 
generate millions of dollars in revenue.

The seven production-sharing agree-
ments with the Houston-based oil and 
exploration company are the “first mile-
stone necessary” for the development 
of the nation’s hydrocarbon industry, the 
ministry of petroleum said in a statement. 

Exploration is expected to start soon, 
Petroleum Minister Abdirashid Mohamed 
Ahmed said, without providing a timeline.

The discovery of gas would be a 
big boost for the low-income nation 
that is struggling to rebuild after more 
than 20 years of civil war and is still 
battling an insurgency by al-Shabaab, 
an al-Qaeda affiliate.

Prices of oil and gas have surged this 
year fueled by supply chain bottlenecks 
and production woes among producers. 

No oil and gas wells have been 
drilled in the Horn of Africa since 
1991, according to the statement. — 
Bloomberg

Somalian gov’t signs hydrocarbon 
exploration deal with US company


