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What is the China Evergrande Liquidity issue?

* Founded in 1996 by Xu Jiyain, headquartered in Shenzhen, Guangdong Province.

* A conglomerate with core business in residential real estate, is the Second
largest property developer in China by sales.

» The group has over 1,300 projects spread across 280 Chinese cities.

* Ranked 122nd on the Fortune Global 500. Became the most valuable real

estate company in the world in 2018.

The biggest real estate developer in China has total liabilities worth $305 billion
and has to pay around $37 billion in interest and maturing debt over the next one
year.

Evergrande currently has approx. $1 trillion worth unfinished Projects

The company’s bonds have been downgraded by rating agencies such as Fitch

and S&P and have traded well below 50 cents on the Dollar.

The most immediate trigger of the current crisis is the Chinese government’s new rules for property developers. In August 2020, the Chinese
government came up with rules also called the ‘three red lines’ stating how much a property developer can borrow given its financial position

What led China as measured by three debt metrics.

Evergrande Group

close to default? The new rules cut off Evergrande from taking on any more debt. This was a big blow to Evergrande’s debt ridden business.

The company to meet its debt obligations had to sell its land and other properties at steep discounts. This eventually led to Evergrande’s insolvency.

The interest payment worth $83 million was due on 23rd September for a $2 billion dollar-denominated bond that’s due to mature in March 2022. As

of today, the company has not made any announcement, or any filing to the Hong Kong exchange.




» Default can put selling pressure on housing sector

pushing prices of houses down further. Real estate
accounts for a large sum of wealth for Chinese citizens,
therefore this can severely impact consumption in
China.

China’s Debt to GDP ratio at the end of June quarter stood
at 353%. Around 29% of China’s gross domestic
product is related to real estate. This default could put
Chinain atough spot as the government has less
space for fiscal manoeuvring.

Evergrande has liabilities that involve 128 banks and 121
non-banking institutions. If the company is not bailed out,
possible liquidation can cause domino effect as banks

and other institutions could have to restructure themselves.

Implications if Evergrande Defaults
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» As an immediate effect this news made investors
nervous across markets, however the markets
recovered on the hope of debt restructuring and
government intervention to prevent a disorderly
collapse.

» Chinais the world's largest exporter and the
second largest importer. Its also the biggest
trading partner for most Asian countries
.Slowdown in China will have serious ripple effect
on global economy.

» At atime when China is the biggest driver of the
global economy post the COVID-19 disruption, any
negative impact on the country's economy will
slow down the global economic recovery.

» Commodity exporting companies
will continue to take hit and would
be major loser if this crisis is sorted
out in time since China is the largest
importer of commodities

> If Chinese currency Yuan
depreciates, then Indian companies
in sectors like textile, tyres,
chemicals, where India and China
both compete for the international
market will face intense competition
from Chinese companies.

How policymakers in China might respond
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The Chinese government has started taking action response to Evergrande’s problems. Government might divide up Evergrande’s projects and ask state-owned
enterprises (SOESs) or quasi-SOEs to take over. We believe that the government will seek to limit the economic fallout and rescue certain creditors instead of simply
bailing out or letting it collapse in a disorderly manner.
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Disclaimer

Tata Capital Financial Services Limited ("TCFSL") is registered with The Association of Mutual Funds in India as a Mutual Fund Distributor bearing ARN No0.84894 and Tata Capital Wealth is a service
offering by TCFSL.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. TCFSL is not soliciting any action based upon it. Nothing in this report shall
be construed as a solicitation to buy or sell any security or product, or to engage in or refrain from engaging in any such transaction. It does not constitute a personal recommendation or take into account the particular
investment objectives, financial situations, or needs of the reader.

This report has been prepared for the general use of the clients of the TCFSL and must not be copied, either in whole or in part, or distributed or redistributed to any other person in any form. If you are not the intended
recipient, you must not use or disclose the information in this report in any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. TCFSL will not treat
recipients as customers by virtue of their receiving this report. Neither this document nor any copy of it may be taken or transmitted into the United States (to US Persons), Canada or Japan or distributed, directly or
indirectly, in the United States or Canada or distributed, or redistributed in Japan to any residents thereof. The distribution of this document in other jurisdictions may be restricted by the law applicable in the relevant
jurisdictions and persons into whose possession this document comes should inform themselves about, and observe any such restrictions.

It is confirmed that, the author of this report has not received any compensation from the companies mentioned in the report in the preceding 12 months. No part of the compensation of the report creator was, is, or will be
directly or indirectly related to the inclusion of specific recommendations or views in this report The author, principally responsible for the preparation of this report, receives compensation based on overall revenues of
TCFSL and TCFSL has taken reasonable care to achieve and maintain independence and objectivity in making any recommendations.

Neither TCFSL nor its directors, employees, agents, representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that may arise from or
in connection with the use of the information contained in this report.

The report is based upon information obtained from sources believed to be reliable, but TCFSL does not make any representation or warranty that it is accurate, complete or up to date and it should not be relied upon as
such. It does not have any obligation to correct or update the information or opinions in it. TCFSL or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person
from any inadvertent error in the information contained in this report. TCFSL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to
this report, including without limitation the implied warranties of merchantability, fithess for a particular purpose, and non-infringement. The recipients of this report should rely on their own investigations. This information is
subject to change without any prior notice. TCFSL reserves at its absolute discretion the right to make or refrain from making modifications and alterations to this statement from time to time. Nevertheless, TCFSL is
committed to providing independent and transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.

Certain products -including those involving futures, options and other derivatives as well as non-investment grade securities - involve substantial risk and are not suitable for all investors. Reports based on technical
analysis centers on studying charts of a stock’s price movement and trading volume, as opposed to focusing on a company’s fundamentals and as such, may not match with a report on a company’s fundamentals.

Before making an investment decision on the basis of this report, the reader needs to consider, with or without the assistance of an adviser, whether the advice is appropriate in light of their particular investment needs,
objectives and financial circumstances. There are risks involved in securities trading. The price of securities can and does fluctuate, and an individual security may even become valueless. International investors are
reminded of the additional risks inherent in international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the value of the investment. Neither
TCFSL nor the director or the employee of TCFSL accepts any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this report and/or further communication in relation to this
report.

We and our affiliates, officers, directors, and employees worldwide may: (a) from time to time, have long or short positions in, and buy or sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in
any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company (ies) discussed herein or act as advisor or lender / borrower
to such company (ies) or have other potential conflict of interest with respect to any recommendation and related information and opinions.

Investments in securities are subject to market risk; please read the SEBI prescribed Combined Risk Disclosure Document prior to investing. Derivatives are a sophisticated investment device. The investor is requested to
take into consideration all the risk factors before actually trading in derivative contracts. Our report should not be considered as an advertisement or advice, professional or otherwise.
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General Disclosure

Tata Capital Financial Services Limited (“TCFSL”) is registered with the Reserve Bank of India as a Non Deposit Accepting Systemically Important Non-Banking Finance Company (“NBFC-ND-SI”).

Tata Capital Financial Services Limited (“TCFSL”) bearing License no. CA0076 valid till 31st Mar 2022, acts as a composite Corporate Agent for TATA AIA Life Insurance Company Limited, HDFC Life Insurance
Company Limited, TATA AIG General Insurance Company Limited and New India Assurance Company Limited. Please note that, TCFSL does not underwrite the risk or act as an insurer. For more details on the risk
factors, terms & conditions please read sales brochure carefully of the Insurance Company before concluding the sale. Participation to buy insurance is purely voluntary.

TCFSL is also engaged in Mutual Fund Distribution business and is registered with The Association of Mutual Funds in India (“AMFI”) bearing ARN No. 84894 and Tata Capital Wealth is a service offering by TCFSL.
Please note that all Mutual Fund Investments are subject to market risks, read all scheme related documents carefully before investing for full understanding and details.

TCFSL distributes:

(a) Mutual Fund Schemes of TATA Mutual Fund

(b) Life Insurance Policies of Tata AIA Life Insurance Company Limited

(c) General Insurance Policies of TATA AIG General Insurance Company Limited

TCFSL receives commission ranging from 0.00% to 2.00% p.a. from the Asset Management Companies (“AMC”) towards investments in mutual funds made through TCFSL. TCFSL receives commission ranging from
0.00% to 40.00% as First year commission and renewal commission ranging from 0.00% to 5.00% on Life Insurance Policies bought through TCFSL. TCFSL receives commission ranging from 0.00% to 25.00% on
General Insurance Policies bought through TCFSL. TCFSL receives commission ranging from 0.00% to 2.00% on Corporate Fixed deposit made through TCFSL.

Please note that the above commission may change from time to time and are exclusive of statutory levies like GST, Security Transaction tax, Stamp Duty, Exchange transaction charges, SEBI turnover fee etc. TCFSL
does not recommend any transaction which is required to be dealt with on a Principal to Principal basis.

Registered office:
11th Floor, Tower A, Peninsula Business Park, Ganpatrao Kadam Marg, Lower Parel, Mumbai 400 013.




