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BEIJING/HONG KONG: The boss of a Shanghai-
based property developer lost more than a billion dol-
lars yesterday, as fears over the potential collapse of
Chinese real estate giant Evergrande sent panic across
Hong Kong trading floors. Zhang Yuanlin, chairman of
Sinic Holdings Group, saw his net worth drop from $1.3
billion yesterday morning to $250.7 million by the after-
noon, according to Forbes, when his firm was forced to
halt trading in Hong Kong following an 87 percent
slump in its share price.

Zhang was featured on Forbes’ Billionaires list of the
world’s richest people this year and made his fortune in
high-rise apartments-now highly vulnerable as the pos-
sible collapse of teetering property giant China
Evergrande sparks panic. Sinic saw a sudden sell-off
and massive increase in trading volume on its shares in
the hours prior to its suspension, which comes just
weeks before it must pay a 9.5 percent $246 million
bond due on October 18, according to Bloomberg. A
spokesperson for Sinic did not respond to AFP’s request
for comment.

The firm is one of many seeing fortunes wiped over
investor fears that Evergrande-one of China’s biggest
developers-will default on upcoming interest payments
this week as it wallows in debts of more than $300 bil-
lion. With the property sector estimated to account for
more than a quarter of China’s GDP, there are concerns
of a spillover into the domestic and global economy.

The crisis has even triggered rare protests outside
the company’s offices by investors and suppliers
demanding their money-some of whom claim they are
owed as much as $1 million.

Anxious investors, employees and suppliers describe
a scramble inside teetering Chinese property giant
Evergrande, in a crisis that has shaken public trust as it
struggles to tide over a liquidity crunch. The once-
mighty Evergrande Group has long been the face of
Chinese real estate, surfing a decades-long property
boom to expand into more than 280 Chinese cities as it
peddled home-ownership dreams. 

But it is now smothered by a $300 billion liabilities
burden that has crushed its credit rating, share prices
and reputation among a once-adoring public.

Throughout last week, the concourse outside
Evergrande’s mirrored offices in the southeastern city of
Shenzhen was occupied by unpaid contractors, angry
sales agents and investors-scenes echoed across a
country where prolonged protest is rarely tolerated.

Now, as default appears all but inevitable, fears are
abounding of a contagion within the Chinese property
market-and far beyond.

‘Severe punishment’ 
In an apparent response to rumors that riled

investors, the company on Saturday vowed “severe
punishment” for six managers found to have redeemed
their investment products ahead of maturity dates. It

has also offered property and parking spaces instead of
cash repayments of its debts. Investors have given the
plan a frosty reception, citing a collapse in faith. “What
I want is cash,” said an investor who identified himself
only by his surname Feng. “I’m not considering this
plan.” AFP has reached out to Evergrande repeatedly in
recent days, but the firm has declined to comment.

Disgruntled Evergrande staff told AFP they were
pushed to ramp up sales of financial products promising
generous returns-or to invest more themselves. Rates of
return ranged from seven to nine percent, according to
staff and advertisements seen by AFP. “They wildly
encouraged us to boost performance, giving us
rewards,” said an Evergrande Wealth sales consultant

on condition of anonymity. But she claimed it became
impossible to reach managers in early September, when
the company started facing trouble making repay-
ments-triggering alarm. “Many clients put all their
assets and retirement funds into Evergrande because
they trusted (chairman Xu Jiayin) would be at the wheel
and nothing would go wrong,” she said.

Another employee surnamed Huang who bought
financial products added: “Ahead of the maturity date,
they asked us to put in more money instead of collect-
ing repayment.”

She and her relatives collectively put in 1.5 million
yuan ($230,000), enticed by promises of higher inter-
est. “Now we’ve lost everything,” she told AFP in
Shenzhen. Sales tactics, according to several suppliers,
involved pressure on business partners as well.

Dumbfounded
Big promises also accompanied a residential-retail-

entertainment development in the eastern Suzhou city
that now has hundreds of investors fearing for their
nesteggs. The Evergrande Cultural Tourism City was to
include apartments, a theme park and a commercial
quarter made to resemble an old European village.

But homebuyers jammed the unfinished site ahead of
completion, thrown into a frenzy by the firm’s financial
troubles. One investor who asked to remain anonymous
said buyers were initially persuaded to grant sales staff
authority to sign documents in their names, reassured
by the firm’s reputation.

But what followed were changing schedules for flat
deliveries, financial terms slipped in without notice, and
bills for property management fees for apartments that
were nowhere near complete. “I was dumbfounded,”
she said.

“The whole story shows that lenders and other sup-
pliers of capital have not done their job in exerting
proper checks and balances on Evergrande,” University
of Hong Kong professor Zhiwu Chen said. Once a sym-
bol of its might, Evergrande’s Shenzhen headquarters is
now a besieged barometer of the wide swathe of poten-
tial collateral damage, with investors, suppliers and oth-
er partners holding daily vigil.—AFP

Chinese property tycoon loses 
$1 billion in Evergrande panic

Collapse in faith: Behind Chinese real estate firm’s cash crunch

HONG KONG, China: An electronic board shows the Hang Seng index after it tumbled more than four percent in
the morning session, in Hong Kong yesterday. — AFP

FRANKFURT, Germany: A display showing the chart of Germany’s share index DAX is pictured at the stock
exchange in Frankfurt am Main, western Germany, yesterday. — AFP

Germany’s DAX 
struggles as index 
grows to 40 firms
FRANKFURT: The DAX fell 2.6 percent in trading
yesterday to its lowest level since July, as market turmoil
marred the German blue-chip stock market index’s
expansion from 30 to 40 companies. The majority of the
10 new companies in the DAX were down shortly after
1100 GMT, with aerospace giant Airbus and e-com-
merce company Zalando both sinking around four per-
cent, while the value of the revamped index sat at
15,080 points.

The negative development, driven indirectly by the
struggles of Chinese real-estate giant Evergrande,
meant the “euphoria around the redesigned DAX has
fizzled out after one day of trading”, said Andreas
Lipkow, analyst at Comdirect. The new additions are
intended to revitalize the index after a turbulent 2020
that saw national carrier Lufthansa drop out under
pressure from the coronavirus pandemic and the col-
lapse of payments company Wirecard after revelations
of large-scale fraud. The updated line-up is also meant
to reflect the changing face of the German economy,
bringing in tech companies like Zalando and the meal-
kit supplier HelloFresh. Both companies have benefitted
from people staying at home more during the pandemic,
buying clothes online and ordering in food. The new-
comers make the DAX “more attractive”, said Norbert
Kuhn from the German Stock Institute (DAI), which
represents stock market participants.

A number of the companies in the DAX were “found-
ed in the century before last”, he said, and younger

companies would give the index more “momentum”
going forward. Frankfurt stock exchange operator
Deutsche Boerse was “following international stan-
dards” with a broader and longer list of companies that
better reflected the German corporate landscape as the
“concentration of automotive and chemical companies
is reduced,” Kuhn said. Some of the new names are
nonetheless familiar, including Porsche SE, which holds
a large stake in top German car group Volkswagen.
Likewise, Siemens Healthineers joins parent company
Siemens and spin-off Siemens Energy.

New rules 
Deutsche Boerse and the DAX suffered a reputa-

tional blow last year after digital payments provider
Wirecard admitted to a 1.9-billion-euro ($2.2 billion)
hole in its accounts. Wirecard filed for insolvency, exec-
utives were arrested and its share price plummeted 98
percent before it was booted off the index, becoming
the first DAX-listed company to fail. New rules to bet-
ter regulate entry into the DAX will be implemented
during the expansion, with the aim of preventing anoth-
er damaging scandal.

In particular, all companies hoping to join the elite
will have to demonstrate an operating profit in the past
two years-a test not all current members would have
passed were the rules to apply retroactively. The mid-
tier mDAX shrank from 60 to 50 values as some of its
members were promoted to the top index. It began the
day down 1.7 percent.  Meanwhile, world stocks sank
yesterday as trading floors were gripped by contagion
fears from the expected collapse of debt-plagued
Chinese property giant Evergrande, with investors also
on red alert over spiking wholesale gas costs. Sentiment
is being dented by strong inflation, the Federal Reserve’s
plans to taper monetary policy, surging infections with
the Delta variant of coronavirus, and signs of weakness
in the global recovery.—AFP

Pandemic speeds 
innovation 
shift to Asia: UN
GENEVA: The COVID-19 pandemic sped up the shift
of innovation from Europe and North America towards
Asia, UN world rankings showed Monday. The Global
Innovation Index 2021, from the United Nations’ World
Intellectual Property Organization, showed surging
performances by South Korea and China.

“The pandemic has accelerated the long-term geo-
graphical shift of innovation activities toward Asia, even
if Northern America and Europe continue to host some
of the world’s leading innovators,” said WIPO. While
the top four in the global rankings remained the same
as last year — with Switzerland leading for the 11th
year running followed by Sweden, the United States
and Britain — South Korea leapt five places to fifth.
The index found “substantial increases in brand values
in Korea, in trademarks being filed, but also in cultural
and creative services exports,” index co-editor Sacha
Wunsch-Vincent told reporters, citing the K-Pop phe-
nomenon. The Netherlands, Finland, Singapore,
Denmark and Germany round out the top 10.

Meanwhile China continued its progress towards
the top 10 and is still the only middle-income economy
in the top 30, up two places to number 12.

Wunsch-Vincent said the country’s innovation
players were individually strong and China was now
trying to connect them better “so that public research
feeds into commercial innovation”. Turkey (41),
Vietnam (44), India (46) and the Philippines (51) are
the only other middle-income nations that are system-
atically catching up.

“Beyond China, these four particularly large
economies together have the potential to change the
global innovation landscape for good,” WIPO said.

The index ranks 132 economies. Among low income
countries, Rwanda leads the way in 102nd place, ahead
of Tajikistan (103) and Malawi (107).

WIPO’s index found that countries and businesses
increased investments in innovation despite the
COVID-19 crisis, in a bid to stimulate post-pandemic
economic growth. Scientific output, research and
development, IP filings and venture capital deals con-
tinued to grow in 2020. Companies whose innovations
revolved around measures to contain the pandemic
and its effects — particularly pharmaceuticals and
information technology — redoubled their innovation
investments.—AFP

UK holds emergency 
meeting over 
soaring gas prices
LONDON: The UK government was yesterday hold-
ing an emergency meeting with energy and consumer
groups, as the country experiences record gas prices
that threaten huge bills for households as well as
undermining food supplies and casting doubt on ener-
gy firms’ futures. Prime Minister Boris Johnson sought
to reassure consumers fearing surging winter power
bills and the possibility of more small British energy
firms collapsing from higher costs.

Faced with a fast-moving situation, Business
Secretary Kwasi Kwarteng was meeting with the
energy industry and consumer groups. Speaking dur-
ing a visit to the United States, Johnson said “people
should be reassured in the sense that yes there are a
lot of short-term problems not just in our country...
but around the world caused by gas supplies and
shortages of all kinds”. “We’ve got to try and fix it as
fast as we can, make sure we have the supplies we
want, make sure we don’t allow the companies we rely
on to go under. We’ll have to do everything we can,”
British media reported him as saying.

‘Bleak outlook’ 
Prices of natural gas in Britain have hit record

highs, also driven up after a fire knocked out a vital
point connecting the country’s power grid to France.
Wholesale prices for gas have rocketed 70 percent
since August, adding to already strong inflation that
has been stoked by staff shortages as economies
reopen after pandemic lockdowns. Market prices have
soared by 203 percent since January. Many small
energy providers have emerged in the UK market over
recent years, grabbing large amounts of customers
from established players such as British Gas.

But yesterday, Peter McGirr, chief executive of
small energy firm Green, said “the outlook is looking
bleak”. “We just don’t have as deep pockets to keep
going through this crisis. I think that all suppliers are
feeling the pinch of this but some of them just have a
lot deeper pockets to try and ride out the storm.”
McGirr called for government support or “it’s unlikely
we will see the winter through”.—AFP

PARIS: In this file photo, gas hobs burn in Paris. The
UK government yesterday sought to dampen the
flames from soaring wholesale gas prices that have
added to concerns over runaway inflation. — AFP


