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HONG KONG: With the future of Evergrande hang-
ing in the balance, global markets have plunged on
fears that one of China’s biggest developers could col-
lapse and cause a contagion throughout the world’s
number two economy and beyond. Talk of a “Lehman
moment” has rung loud this week as worried investors
try to ascertain whether the crisis could be a replay of
the bankruptcy of Wall Street titan Lehman Brothers
during the 2008 global financial crisis.

While predominantly a developer, Evergrande-
which employs 200,000 people, has a presence in
more than 280 cities and claims to indirectly gener-
ate 3.8 million Chinese jobs-has been on a buying
spree for more than a decade. In that time it has
bought Guangzhou FC and turned it into a highly
successful club, set up the popular Evergrande
Spring mineral water and opened amusement parks
it boasted were “bigger” than Disney’s. It also has an
electric car unit as well as investments in tourism,
digital operations, insurance, and health.

So, what’s the problem? 
Well, that spending spree was paid for by founder

Xu Jiayin’s gargantuan borrowing. The firm is now in
the hole for more than $300 billion-equivalent to
two percent of China’s GDP-and it is having trouble
paying that back. The debt pile became a major
issue last year when the government, as part of a
drive to address a worrying debt mountain accumu-
lated by property firms, began to unveil a series of
measures aimed at reining in their borrowing.

This has severely curtailed its ability to finish
properties and sell them to repay its debts.

Banks have already given up expectations of
repayment for loans made to the firm, but on
Thursday it is due to make payments on two bonds.
It is not expected to meet those either, and while it
has 30 days grace it is widely forecast to default.

What happens then? 
All eyes are on the government. The property

sector is a crucial engine of the Chinese economy-
estimated to account for around a quarter of GDP-
and has played a key role in the post-pandemic
recovery. Any bankruptcy of such a major company
would have major repercussions. But, as a private
company, Beijing might feel less compulsion to stop
Evergrande hitting the buffers and could force it to
file for bankruptcy, to use it as a warning that no
firm is too big to fail and they cannot rely on the
state to bail them out.

However, most experts agree the state will not
want to see Chinese homebuyers left out of pock-
et. Larry Ong from SinoInsider said the “best-
case scenario” is that authorities “find a way to
keep Evergrande from declaring bankruptcy, give
the company’s creditors a glimmer of hope that
they will walk away from the debacle with at least
something, and avert the triggering of greater
social unrest”.

Then there is the prospect of a restructuring with
local authorities taking control of parts of the firm,
while corporate investment divisions are allowed to
go out of business.

But that would be a huge undertaking. “I think it’s
more of a quiet rescue, because they also do not
want to explicitly say: hey, I’m here to inject X
amount of billions into your books to actually res-
cue you,” said Kelvin Wong of CMC Markets.

“They do not want to actually create another
moral hazard to the market, to say... ‘go on, continue
your business as usual of property development, at
the end of the day, we will still rescue you’.”

Notably, the group has hired experts including
Houlihan Lokey-which advised on the restructur-
ing of Lehman Brothers after its collapse in
September 2008.

Is this a ‘Lehman moment’? 
Apparently not. Lehman Brothers was a Wall

Street behemoth, one of the so-called Big Five
investment banks. However, drowning under huge
losses linked to sub-prime mortgages, US authori-
ties allowed the firm to go under. A banking crisis
ensued and markets were pummeled, while millions
of jobs were lost and lives ruined.

But analysts say conditions are different here. “I
do not think it will be at that kind of level, because I
do not see any kind of a securities product that’s
been kind of securitized off from Evergrande’s books

itself” said CMC’s Wong. “So what we could see
right now is more of a negative feedback loop
impact, a sentiment impact that actually spills over to
the rest of the world.”

Ratings agency S&P said in a report this week
that officials would likely step in, but only if they
thought the crisis could cause widespread risks. “We
believe Beijing would only be compelled to step in if
there is a far-reaching contagion causing multiple
major developers to fail and posing systemic risks to
the economy,” it said. “Evergrande failing alone
would unlikely result in such a scenario.” —AFP

Evergrande founder 
offers staff 
assurances: Media
BEIJING: The chairman of indebted Chinese
housing giant Evergrande has told staff he
believes the group will “step out of the dark-
est moment soon”, state media reported yes-
terday, as Asian stock markets panic over
fears the conglomerate will default. The
embattled developer has been struggling to
appease angry homebuyers and investors as it
sways on the brink of collapse with debts
exceeding $300 billion.

Xu Jiayin, who founded the company in
1996, told staff in a letter to mark mid-autumn
festival that he “firmly believes Evergrande
will be able to step out of the darkest moment
soon”, reported the state-run Securities
Times. He went on to say Evergrande would
increase the full resumption of work and pro-
duction, ensure the delivery of buildings, and
“hand over a responsible answer to home
buyers, investors, partners and financial insti-
tutions”. He also thanked staff for their hard
work in the letter, as China celebrates a two-
day public holiday.

It came as fears of contagion saw Hong
Kong and Tokyo stocks tumble in morning
trading, with other property firms in the firing
line. The Evergrande crisis has even triggered
rare protests outside the company’s offices in
China by investors and suppliers demanding
their money-some of whom claim they are
owed as much as $1 million.

The company admitted earlier this month
that it was under “tremendous pressure” and
may not be able to meet its liabilities. —AFP

Worried investors fear replay of the bankruptcy of Lehman Brothers 

Crunch time for Evergrande, 
but no ‘Lehman moment’

PARIS: President Emmanuel Macron and Indian
Prime Minister Narendra Modi yesterday vowed to
“act jointly” in the Indo-Pacific region, as a row
intensified with Australia and the US over a ditched
submarine contract. Macron’s telephone talks with
Modi were timed conspicuously as French anger
appears undiminished after Australia pulled out of a
submarine contract in favor of US submarines as
part of an alliance with Washington and the UK.

US officials have said US President Joe Biden is
seeking a phone call with Macron in the coming days to
ease tensions but this has yet to materialize, with
Macron taking the unprecedented step of recalling
France’s ambassadors to Australia and the United States.

The French presidency said both leaders agreed
they would “act jointly in an open and inclusive Indo-
Pacific area”. Macron assured Modi of France’s con-
tinued “commitment to the strengthening of India’s
strategic autonomy, including its industry and technol-
ogy base, as part of a close relationship based on trust
and mutual respect”. The statement from Macron’s
office said France and India’s shared approach would
be aimed at promoting “regional stability and the rule
of law, while ruling out any form of hegemony”.

The new three-way strategic alliance, AUKUS, is
widely seen as seeking to counter the rising power
of China in the area. Paris has in the last years
sought to tighten ties with India: In 2016 the two
sides signed a multi-billion dollar deal for 36 French
Rafale fighter jets for New Delhi.

While the agreement is under investigation in
France for kickback allegations, it is viewed as a
commercial and diplomatic success for Paris.

Indian media have in recent days speculated that
Australia’s cancellation of the submarine deal could
spark French-Indian talks about a submarines agree-
ment of their own, possibly involving a transfer of
technology.

During a September 2020 visit to New Delhi
French Defence Minister Florence Parly discussed
the idea that the Rafale deal could lead to sales of
other weaponry, including submarines, according to
a French defense ministry source. “The Indian air
force is completely satisfied with these planes, and
that means were are well-placed for the future,” the
source said. Possible coming arms sales, apart from
the submarines, discussed in New Delhi included
helicopters, ammunition and fighter jet turbines, the
source said. 

‘Clarification, not ‘reconciliation’ 
France called it a “stab in the back” after learning

the US had secretly led talks about the new strategic
alliance and struck the deal for the delivery of
American nuclear-powered submarines to Australia.
Australia informed France only hours before pulling

out of the submarines deal, according to the French
government. As the crisis unfolded Biden requested
an urgent conversation with Macron, for which the
French have still not announced a date.

Once it happens, Macron will demand “clarifi-
cations” from Biden, his political advisor Stephane
Sejourne said yesterday, warning that nobody
should expect “a reconciliation talk”. He said the
way that the French-Australian deal was cancelled
brought up many questions “including about the
concept of what it means to be an ally of the
Americans”. — AFP

PARIS: French President Emmanuel Macron, delivers a
speech during a collective award ceremony at the
Elysee Palace, in Paris. — AFP 

Macron and Modi
vow to ‘act jointly’
after subs dispute

HONG KONG: In this file photo shows signage on the China Evergrande Centre in Hong Kong. — AFP

Horizon Holdings 
marks its 45th 
anniversary 
DUBAI: Horizon Holdings completes 45 years as a
vanguard of iconic marketing and communication
services in the Middle East & North Africa region.
Founded in September 1976, the company started as
a single brand agency that grew into a marketing
powerhouse with a regional footprint that spans from
Dubai to the Maghreb. Horizon Holdings is today the
parent and home to multinational award winning
agencies: Horizon FCB MENA, BPN MENA, Golin
MENA, Blue Barracuda, and Fuel Content.  

A creative story that started with Foote, Cone &

Belding back in 1979
through a relationship
that transformed the FCB
brand into Adweek’s
Global Agency of the
Year and Cannes Lions
Winner 2020-21
Network of the Year,
under the leadership of
FCB global CEO, Carter
Murray.   

Rafic Saadeh,
Chairman & CEO,
Horizon Holdings, said: “Starting with FCB, our gen-
esis was with an innovative heart, and a courageous
soul. What started as a vision in 1976 is now cele-
brated as a legacy. At this 45-year mark, I am proud
to say that we’ve built a company where our people
feel at home and our clients feel cared. To our

teams, clients, partners, and the industry at large -
thank you for being our driving force, and I am
excited for the next 45!”

Recognized widely as an iconic communications
group from and for the MENA region, Horizon
Holdings agencies are the catalysts behind count-
less award-winning campaigns, winning regional
and global recognitions, though most important
delivering work that becomes an economic multipli-
er for our clients’ business.  Mazen Jawad, President
Horizon Holdings, said: “It’s a unique moment to
reflect on the success of our brands, thank our
brave people and honor our commitment to our
partners. In an era and a region where the winds of
change are stronger than ever, we’re present as a
driving force always transforming and adjusting our
sails to navigate towards the right direction and see
victory on the Horizon. As we say at Horizon FCB
the best part of a brand story is NeverFinished!”

Rafic Saadeh

Russian e-retail giant 
Wildberries defends 
new pay policy
MOSCOW: Russian e-commerce giant Wildberries
yesterday defended its decision to pay employees of
pickup points based on their speed, a policy that
triggered discontent among workers.

The company owned by Russia’s richest woman
Tatyana Bakalchuk is one of the largest online mar-
ketplaces in the country and has enjoyed success
across the former USSR.

In a petition last week, Wildberries employees
said the new payment system resulted in workers
losing wages and announced the start of work-to-
rule action, meaning they will do no more than the
minimum required by their contract until their
demands are met. The petition, which has gathered
around 33,000 signatures so far, said the introduc-
tion of a new payment system over the summer
resulted in workers losing up to 40,000 rubles
($550) of their monthly wage.

In a statement yesterday, Wildberries denied that

its employees had gone on strike. “All our pickup
points were and are operating,” a spokeswoman told
AFP. Wildberries confirmed that it had introduced a
new pay policy that takes into account the number
of items processed by employees of pickup points.

The company added that because the contribu-
tion of each employee is now taken into account
“more carefully”, about 90 percent of workers in
August received a higher income.

The income of the remaining 10 percent
decreased “because their speed of work was lower”,
Wildberries said. On Saturday, the petition was
updated to say that management had ordered “addi-
tional payments” to employees.

However, it said there was still “discontent” over
the new pay rules, which were described as
“unachievable”. A Wildberries employee involved
in the campaign said on Tuesday that the strike
had been put on hold pending a response from
management.

The employee, who insisted on anonymity, told
AFP that the action had taken place in 30 cities and
that 90 percent of employees were “dissatisfied”
with the rules.

Wildberries said it is “in dialogue” with its
employees to explain how the new policy can be

used to increase their income. The group added that
“as part of the transition period” workers will be
receiving extra payments. In Russia, the online giant
has tens of thousands of employees.

Wildberries was founded in 2004 by Bakalchuk,
who was then on maternity leave, together with her
IT technician husband Vladislav. This year Forbes
named Bakalchuk, 45, the richest woman in Russia
with estimated wealth of over $13 billion. — AFP

MOSCOW: Wildberries, owned by Russia’s richest
woman Tatyana Bakalchuk, is one of the largest online
marketplaces in the country and has enjoyed success
across the former USSR.

UK bus operators 
plan merger as 
COVID hits demand
LONDON: British bus operator National Express,
whose operations stretch as far afield as North
America, and rival Stagecoach announced merger
plans yesterday, with the pandemic-hit firms looking
to slash costs. Under a proposed all-share deal,
National Express would own 75 percent of the new
group and Stagecoach the remainder, the pair said in
a statement.

“The boards of National Express and Stagecoach
believe that the potential combination would be a
strategically compelling proposition with significant
growth and cost synergies, as well as delivering
strong value creation for both sets of shareholders,”
it added. National Express said it has identified pre-
tax cost synergies of at least £35 million ($48 million,
41 million euros).

National Express has bus and coach networks
across the UK and runs services abroad, including
school buses in North America. It operates also a rail
franchise in Germany, while UK-focused Stagecoach
is one of Britain’s largest bus and coach operators.

Susannah Streeter, senior investment and markets
analyst at Hargreaves Lansdown, said “it comes as
little surprise that rivals National Express and
Stagecoach are... considering getting together to try
and shoulder the recovery”. —AFP


