
 

 

The Evergrande case 
 
What does Evergrande do? 
Evergrande, formerly known as the Hengda Group, has been founded in 1996 in 
Guangzhou, southern China. 
The group owns more than 1,300 projects in more than 280 cities across China. 
Other than real estate, its subsidiaries are active in different businesses, including food and 
drink manufacturing, automotive (electric vehicles) and even football (Guangzhou FC). 
  
Why is Evergrande in trouble? 
Evergrande expanded aggressively to become one of China's biggest companies by 
borrowing more than $300bn. 
Now, it is struggling to meet the interest payments on its debts. This uncertainty has seen 
Evergrande's share price tumble by around 90% in the last 14 months. Its bonds have also 
been downgraded by global credit ratings agencies. 
  
What is MIFL’s view? 
Central scenario: MIFL believes an Evergrande default/debt restructuring is now almost a 
certainty but should be manageable for markets.  
Chinese authorities are likely to step in to take over the running of its operations given their 
size and importance to the wider Chinese property market.  
Key risks to MIFL’s scenario: 
The key risks are deteriorating investor sentiment and a broad-based liquidity crunch and 
tightening of credit conditions in China due potentially to the lack of timely communication 
and decision-making at the central government.  
A resulting disorderly liquidation of Evergrande could cause wider financial market contagion 
and a large negative impact on Chinese/global growth though MIFL view is this outcome as 
unlikely at this stage. 
  
Are MIFL products exposed to Evergrande? 
MIFL’s fund range has no direct exposure* to Evergrande.  
  
Are MIL products exposed to Evergrande? 
Some Coupon Plus tranches have an exposure to Evergrande. That said, the overall level of 
holdings in the Coupon Plus tranches is relatively small (below 0.4% for each tranche) and 
the current market pricing is in line with what you would expect from a recovery 
process. Nevertheless, MIFL would not expect a significant further adverse pricing for these 
holdings given where they trade. It is simply now a matter of waiting to see what the 
authorities in China implement. 
 
  
* MIFL may have very limited indirect exposure through target funds or ETFs. 
 
 
 
 
 
 
The commentary contained herein reflects the opinion of Mediolanum International Funds Ltd (“MIFL”) and may change over time. It does not constitute an offer for products or services 
and should not be construed as an offer to sell or a solicitation of an offer to buy and should not be used for making investment decisions. The content is not permitted to be copied, 
reproduced or distributed in any form. All data is considered to be accurate as at 21/09/2021.  
This publication was issued by MIFL for informational purposes for the attention of relevant professional investors, distributors and investment advisers who are prohibited from making a 
copy of the publication available to potential retail investors. Retail investors should always consult a professional adviser on their particular financial circumstances and should not rely on 
the content of this document. This is without prejudice to the existing contractual, legislative and regulatory requirements of distributors and/or the investment advisers, such as the provision 
of mandatory product documentation to potential investors and the provision of investment advice in respect of suitable products that are in line with the risk profile of the potential investor. 
Without prejudice to the permissions for the use of this publication described in the preceding paragraph, no part of this publication may be copied or duplicated in any form or by any 
means, or be otherwise disseminated, without the written consent of MIFL. 
The information contained herein, including any expressions of opinion or forecasts, has been obtained from or is based upon sources believed by MIFL to be reliable. Whilst every effort 
has been made to ensure the accuracy of information contained within this document, MIFL does not provide any representation or warranty, either express or implied, regarding the 
accuracy, completeness or correctness of information contained herein and accordingly no liability, direct or indirect, is accepted by either party resulting from reliance on this information 
by an investor.  
Mediolanum International Funds Limited is part of the Mediolanum Banking Group and is authorised by the Central Bank of Ireland as a UCITS Manager with portfolio management 
permissions. 


