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For several months in China, a series of seemingly isolated measures have been 

outlining a new political and economic orientation. At first, it essentially featured 

the ideological takeover of the country by the leader of the Chinese Communist 

Party, Xi Jinping.  
 

 

But things have recently accelerated, and the perimeter of actions widened. In 

recent days, several ¨major¨ State and Party media simultaneously republished a 

relatively obscure essayist’s Pamphlet against sissy-pants celebrities, get-rich-

quick capitalists, and lessons on the collapse of the Soviet Union. The Chinese 

government is attacking flamboyant symbols across the board. After Jack Ma, it 

ordered to boycott “sissy pants” celebrities. In a recent directive, China’s TV 

watchdog ruled that entertainment programs should firmly reject the “deformed 

aesthetics” of Niang pao, a derogatory term that refers to effeminate men. Earlier 

this year, in response to a lawmakers’ proposal about “preventing men from 

becoming too feminine”, the Ministry of Education pledged to promote sports 

education in Chinese schools. 

 

‘Sissy Pants’ Celebrities Banned in China 

 

A bad wind is blowing again on China 

It reminds of the troubled times of the Cultural Revolution, without the violence 

 

Who is Li Guangman? 

As often in China, the most important political signals take indirect routes. This 

time, it all started with Li Guangman, a columnist for the defunct website 

Chawang and the former editor of the trade publication Central China Electric 

Power. This obscure ¨writer¨ first published his opinion piece, “Everyone Can 

Sense That a Profound Transformation is Underway!” to his public WeChat 

account. People’s Daily, Xinhua, Guangming Daily, and other prominent state 
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media platforms promptly picked up the piece… The 

influential nationalist blogger announces nothing less 

than a "profound revolution". It is significant that this 

blog openly refers to the threat of "color revolutions" in 

China. This is a direct reference to the uprisings in the 

former Soviet republics, which Beijing blames on 

American services. Subsequently, Xi himself announced a 

new course, "common prosperity", aimed at reducing 

inequalities. 

Rhetoric like LG formerly came from neo-Maoist groups 

It is now at the heart of the official discourse 

 

Both global and domestic contexts play a role 

The social climate in China is not as serene as the Party 

would like. Popular discontent, especially among the 

middle class, is rising. Notably the country's elites are 

blamed for the excessive price of real estate (speculation 

including by many Party cadres) and the prohibitive cost 

of school support. These new popular measures / 

restrictions have another fundamental objective: to 

reaffirm the authority of the Communist Party over 

everything, including the private economy. The call to 

order is brutal: there is only one boss in China, Xi Jinping. 

 

It is to prepare serenely the 20th Congress of the Chinese 

Communist Party scheduled in a little over a year. It will 

lead to a third term granted to Xi, after having broken 

the two-term limit established by Deng Xiaoping. As 

usual, the Party will ensure that the country enters this 

Congress in good shape. Some economic / monetary / 

fiscal stimulation will gradually be implemented in 

coming quarters to avoid a severe slowdown to unfold 

next year. Unlike previous downturns, the yuan will 

remain firm. It actually allows for an increase in house-

hold purchasing power and enshrines the currency as the 

regional / international reference for trade / financial 

transfers and store of value. Pressure will continue over 

Real Estate developers and on US listed IT/FinTech 

groups to favor their repatriation. Stock market will be 

ultimately supported in case of unwelcome weakness. 

• China is engaging profound / radical transformations 

• This shift reinforces the relentless decoupling of 

China from the Western world 

 

Fixed income. The 2 sides of the same coin 

Chinese bond market continues to make the headlines. 

However, the dynamics are very well spread. 

On one side, some names remain under political and 

economic pressure. The famous Chinese property 

developer Evergrande Group is under big stress. Ever-

grande - one of the 10 largest real estate developers in 

Mainland China, and one of the 5 largest real estate 

developers in Guangdong Province - needs to repay some 

$7.4bn of maturing bonds next year.  

 

The Chinese giant made progress cutting its debt load in 

H1 but paying off the debt dues have gotten complicated. 

Evergrande is exploring the sale of interests in its listed 

electric vehicle and property services units. For a while now, 

the company is in the eye of the storm. Since mid-2017, the 

firm was rated B- by Fitch and Moody’s and was down-

graded to CCC by both rating agencies at end of July. It is a 

critical time for Evergrande. The group will likely be unable 

to extend any debt beyond current maturities. Without a 

government bailout, the firm will shortly default. With a 

total listed debt of $24bn, the company is not systemic. But 

its total liabilities of $300bn are much more important. 

 

Bond prices of 2 Chinese issuers 

Source: Bloomberg 

 

On the other side, some firms are lastly recovering. One of 

the 4 main Chinese distress asset manager established after 

the Asian financial crisis is living complicated times. 

Huarong borrowed extensively since the late 1990s to help 

it expand and safeguard other Chinese banks. By the 

summer, it was obvious that the asset manager needed 

help. It took months of arguing and infighting amongst the 

state and private investors to try and organize a bailout.  
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China Huarong's long overdue annual report showed a 

record $16 bn loss as leverage hit 1’333x in 2020. While it 

returned to a profit in H1, its key capital level was far 

below regulatory requirements. Even if it returned to 

profitability, Huarong has been downgraded to Baa2 

from Baa1 by Moody’s. The rating agency opined that net 

losses of such magnitude could result in the company 

failing to comply with the minimum regulatory require-

ments on capital adequacy as well as leverage. Further-

more, such losses indicate that the company cannot 

sustain its operations without government support. The 

rescue of the company was announced by mid-August 

after months of the state trying to pin down exactly who 

would step in and where to help the entity.  

 

Beijing did not allow a systemically important financial 

institution directly owned by the central government to 

default on its debt. The bailout took the form of a 

recapitalization with government funding. The company 

raised new capital with a consortium of strategic 

investors, mostly state-owned enterprises (SOEs) 

including CITIC Group, China Insurance Investment, 

China Life Asset Management, China Cinda Asset 

Management and Sino-Ocean Capital. However, it has 

taken time between the moment the company delayed 

its earnings announcement and the implied government 

support. In the meantime, the Huarong bonds has lost 

more than 30%. A lot of international investors have 

been forced sellers. Since the bailout announcement, 

they have fully recovered their early losses. 

Yield to maturity of 2 Chinese issuers 

Source: Bloomberg 

 

• Chinese authorities are taking time to address market 

and companies’ stress. Will the “too big to fail” principle 

apply to Evergrande Group? 

• China credit market investing is not a long calm river 
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