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Tight  funding access and diminished cash flow from lower property 
sales are driving an unprecedented liquidity crunch for China's 
property developers. A prolonged decline in housing sales can 
reverberate across the value chain, as property and construction 
sectors directly account for around 13%-14% of China’s GDP. 

This report assesses the first-order impact on Chinese developers 
and related sectors based on various scenarios. Longer-term effects 
on fixed-asset investments, trade linkages with other economies or 
strains on the banking system can be more severe. Insufficient 
government policy response or policy mis-steps remain a key risk.   

Liquidity Strains Increase for Developers 
The longer the stresses on China’s property sector last, the greater 
the risk of a loss in consumer confidence. Fitch Ratings’ analysis of 
40 publicly rated property developers highlights liquidity strain for 
close to one-third of the portfolio under a stress scenario of a 30% 
yoy decline in residential home sales in 2022, across the board.  

Developers in the ‘B’ rating category – based on their Standalone 
Credit Profiles (SCP) – are most affected. We have assumed a 
majority of bank borrowings and trust loans can be refinanced. 
However, creditor confidence can swiftly weaken, which would 
sharply worsen their refinancing ability. We have excluded credits 
of ‘CCC+’ and below.  

Increase in Credit Polarisation Among LGFVs 
Property-related sales are an important source of funding for local 
and regional governments (LRGs). Nine (or 6%) of the 147 rated 
public-finance entities may require extraordinary support from the 
central government given their moderate-to-high exposure to the 
housing sector, their balance-sheet vulnerability, and doubts about 
the ability of weaker LRGs to provide support. 

Another 31 entities  (21%)  are the next most vulnerable because of 
their reliance on weaker and midrange LRGs, low to high sector 
exposure and balance-sheet vulnerability. Top-down rated local 
government financing vehicles (LGFVs) may receive support from 
most LRGs given their critical public-policy missions, but we believe 
credit polarisation will increase amid the tough financing climate.  

Policy Response to Contain Ripple Effects 
The implications of the property downturn could be far-reaching if 
there is a delay in implementing a sufficiently broad-based 
government policy response. We expect a reduction in real-estate 
construction activities to ripple through related sectors, such as 
steel, iron ore and coking coal, decelerate overall fixed-asset 
investments and even put a strain on financial institutions.    

We expect the government to take more steps to prevent systemic 
risks caused by disorderly defaults or a sharp contraction in housing 
sales or prices. However, any easing in policy is likely to be 
measured, given the government’s intent to drive sector 
deleveraging and curb speculation in the housing market.  

“The longer the stresses on China’s property 
sector, the greater the damage to creditor and 
home-buyer confidence, deepening the strain 
on the sector and wider economy.” 

Janice Chong: Fitch Ratings 
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Liquidity Squeeze Driving Credit Distress 

Among Chinese Developers 
Fitch expects the operating environment for Chinese developers to 
remain challenging, with a meaningful recovery in funding and 
market-access conditions only towards 2H22. Developers rated in 
the ‘B’ and lower category, in particular, will face rising pressure to 
repay offshore debt, with maturing or puttable offshore bonds in 
2022 having higher principal amount due than in 2021.  

 

The authorities have taken steps to accelerate mortgage approvals 
and encourage continued bank lending to fund projects. However, 
project-level cash trapped in escrow accounts are inhibiting the use 
of funds for debt servicing outside project companies. Escrow 
accounts, which comprise presale deposits, typically account for 
10%-30% of a developer's cash. They are closely monitored by local 
regulators to ensure the use of funds for construction of projects.  

Weak market sentiment is also affecting residential home sales, as 
buyers postpone purchases in anticipation of further price 
reduction. Fitch's base case incorporates a 10%-15% fall in 
residential property sales by value for 2022 (2021F: flat yoy), which 
incorporates an average selling price decline of around 5%, 
underscoring Fitch's deteriorating sector outlook.  

Residential home sales fell by 17% yoy in November 2021, from 
October’s 24% decline and September’s 17% drop. Price falls were 
steeper in lower-tier cities, where there are fewer home-buying 
restrictions compared with higher tier cities, where strict curbs 
suppressed demand. Lower-tier cities also have weaker economic 
fundamentals. 

 

 

Scenario Analysis 

We simulated two scenarios – Scenario 1: Sales Decline Case and 
Scenario 2: Further Sales Downside Case. Both scenarios assume 
tight liquidity and funding conditions up to June 2022, forcing 
developers to use their internal cash to repay debt.  
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Price Changes in 70 Major Cities
New residential properties

Scenario 1: Tight Liquidity and Funding, 15% Fall in 
Residential Property Sales by Value 

• Covers the period to end-June 2022. 

• Stringent controls on escrow accounts by local 
governments to persist in 1H22.  

• In view of the uncertainty surrounding developers’ 
ability to fully access their cash balances, we assume only 
30% of reported unrestricted cash balance at end-June 
2021 is available for debt repayment. In few instances 
where June 2021 data is not available, we have used the 
end-December 2020 reported balance as a proxy. 

• Refinancing conditions:  

- 90% of bank borrowings would be rolled over  

- repayment of 35% of trust loans, balance of 
maturities refinanced 

- tight capital-market access means offshore and 
onshore bond maturities will be repaid from 
internal resources (i.e. not refinanced) from July 
2021 to June 2022 (adjusted for bonds already 
refinanced since July 2021). We relied on our own 
estimates where breakdown of short-term debt 
was not disclosed. We have not considered access 
to undrawn credit lines. 

• A 15% decline in residential home sales by value across 
the portfolio in 2022, although in reality the outcome is 
likely to be more polarised with stronger developers 
outperforming the market. 

• Developers to undertake minimal land investments to 
preserve cash flow, at about 15% of implied cash 
collections (defined in China Property Developers: 
Ratings Navigator Companion as the change in customer 
deposits plus revenues booked during the year).  

• Construction cost at about 40% of 2020 implied cash 
collection. 

• See next page for Scenario 2  

https://app.fitchconnect.com/article/RPT_10168138
https://app.fitchconnect.com/article/RPT_10168138
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Scenario 1: Tight Liquidity and Funding; 15% Fall in 
Home Sales 

No. of public 
rated 
companies 

Liquidity buffer 
Total no. of rated 

developers Negative Neutral Positive 

BBB category - - 6 6 

BB category - 1 10 11 

B category 5 1 17 23 
 

5 2 33 40 

Note: Positive liquidity buffer refers to net cash inflow, including 30% of reported 
unrestricted cash, of >5% of implied cash collection, Neutral is between 0%-5% while 
Negative is a deficit. Rating categories refer to standalone credit profile rather than 
support-driven ratings 
Source: Fitch Ratings 

 

In the event of a prolonged liquidity squeeze until June 2022, a 15% 
yoy decline in China residential home sales could see five of the 40 
rated developers (refer to Appendix 1) experiencing liquidity stress, 
as per this analysis. Developers in the ‘B’ rating category would be 
the most affected.  

We have excluded credits of ‘CCC+’ and below in our sample 
universe. The rating categorisation is based on SCPs if the Issuer 
Default Ratings (IDR) incorporate uplifts for potential parental 
support. For example, Sino-Ocean Group Holding Limited (BBB-
/Negative, SCP: bb+) would fall under the ‘BB category’, rather than 
the ‘BBB category’.  

In our analysis, the numerator for the liquidity buffer is excess cash 
flow remaining after debt service, plus 30% of non-restricted cash 
balance (excluding presales deposits in escrow accounts) as of end-
June 2021. This is then divided by implied cash collection (which 
already considers a decline in residential home sales in the scenario 
analysis) to arrive at the liquidity buffer, where a 0%-5% range is 
categorised as "neutral".  

More than 5% of liquidity buffer is "positive" while a cash shortfall 
would be "negative". Neutral or positive liquidity buffer  is not 
necessarily an indication that the respective ratings are unaffected 
as this exercise only assesses liquidity under a narrow set of 
standard assumptions, while Fitch also considers other key factors 
in our rating process.  

Developers to Minimise Land Purchases 

Private developers are likely to reduce near-term land purchases in 
the current market conditions. Both Scenarios 1 and 2 assume land 
acquisition of 15% of implied cash collection across the portfolio. 
Developers with longer land bank lives have greater flexibility to 
delay such investments, but this will diminish over time as land bank 
life falls below two years, an unsustainable level in our view.  

Most Fitch-rated developers have maintained at least 2.5 years of 
land bank life (defined as saleable land bank in the current year, 
divided by expected gross floor area sold in the next year). We 
believe the developers with a short land bank life of below the 
industry average of 2.5 years would be under pressure to increase 
land purchases from 2H22. 

 

Cash Available for Debt Servicing 

Many developers have faced liquidity challenges despite reporting 
sufficient unrestricted cash to cover short-term debt. This is mostly 
due to strict regulatory policies implemented since the distress of 
China Evergrande Group (RD) in July 2021, and the presence of 
joint-venture (JV) partners in projects, which requires agreement 
from all parties before cash can be up-streamed. 

 

The next table shows some  migration from the ‘positive’ liquidity 
buffer bucket to the ‘negative’ bucket under Scenario 2, with a 
concentration of ‘B’ rating category companies in ‘negative’. The 
‘positive’ bucket dwindles to just 21 in Scenario 2, from 33 in 
Scenario 1.  

Scenario 2: 30% Decline in Residential Home Sales 

No. of public 
rated 
companies 

Liquidity buffer 
Total no. of rated 

developers Negative Neutral Positive 

BBB category - - 6 6 

BB category 1 3 7 11 

B category 11 4 8 23 
 

12 7 21 40 

Note: Positive liquidity buffer refers to net cash inflow, including 30% of reported 
unrestricted cash, of >5% of implied cash collection, Neutral is between 0%-5% while 
Negative is a deficit. Rating categories refer to standalone credit profile rather than 
support-driven ratings 
Source: Fitch Ratings 
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Scenario 2: 30% Decline in Residential Property Sales  

• Liquidity and Funding: Same as Scenario 1 

• However, we now assume residential property sales will 
fall by a sharper 30% in 2022 and be stagnant in 2023-
2024  

• For the liquidity analysis, we have assumed construction 
costs to be similar to that in  Scenario 1, notwithstanding 
lower sales assumptions, as the cost for the period to 
June 2022 is linked to construction starts associated 
with historical sales. However, in the longer term, 
construction costs would fall in line with lower home 
sales volume (by gross floor area or GFA) and 
corresponding construction starts. 
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The ‘BB’ category now has one company in the ‘negative’ bucket and 
another three in ‘neutral’.  We have included the outcome of our 
scenario analysis for all 40 companies in Appendix 1. 

Beijing Capital Development Holding (Group) Co., Ltd. (BCDH, 
BBB/Stable, SCP: bb) is the only ‘bb’ category rated issuer (by SCP) 
in the ‘negative’ bucket for Scenario 2, although it is ‘neutral’ in 
Scenario 1. The company’s leverage is higher than that of most ‘bb’ 
category peers, but the ratio (net debt/net property assets) would 
be around 10pp lower (at around 45%) if we were to consider large 
off-balance sheet assets held under the holding company. It also has 
a smaller scale and low contracted-sales efficiency.  

However, BCDH is wholly owned by the Beijing State-owned Assets 
Supervision and Administration Commission (SASAC), and is 
positioned as the sole platform for taking over large non-

commercial assets of municipal state-owned enterprises (SOEs). 
Fitch’s three-notch uplift on BCDH's IDR reflects our expectations 
for government support given its importance to Beijing SASAC.  
Although we have applied standardised assumptions for this 
exercise, in reality we believe the company would enjoy favourable 
capital-market access due to its SOE status.  

Under the ‘B category’, Hopson Development Holdings Limited's 
(B+/Stable) falls in the ‘negative’ bucket for both Scenario 1 and 2, 
where we applied uniform assumptions of decline in residential 
home sales across our portfolio. Hopson’s contracted sales fell by 
46% yoy in November, but increased by 77% yoy in October and 
18% in September. In aggregate, Hopson’s contracted sales during 
September to November 2021 still outperformed the overall 
market with 10% yoy growth.  

Hopson’s high leverage is driven by land acquisitions and equity 
investments, although its large land bank in Tier 1-2 cities and high 
margin as a result of cheap legacy land bank provide some flexibility 
to manage operational risk under a stress scenario. It also has a 
sizeable offshore equity-investment portfolio that provides 
additional financial flexibility.  

LVGEM (China) Real Estate Investment Company Limited’s 
(B/Stable) falls in the ‘negative’ bucket for both scenarios as it incurs 
land and construction costs on the large Baishizhou urban renewal 
projects (URP), with presales expected only in 2023. We believe 
that it has some flexibility to maintain its contracted sales given 
quality saleable resources with high margins from URPs in the 
Greater Bay Area.   

The remaining three companies in the ‘negative’ bucket for both 
Scenario 1 and 2 are rated ‘B-' with Negative Outlook (China South 
City Holdings Limited, Guorui Properties Limited and Shinsun 
Holdings (Group) Co., Ltd.).  

We see limited funding access amid refinancing needs for these four 
companies in the coming 12 months. Fitch estimates that these 
companies have more than half of their short-term debt in trust 
loans, onshore and offshore bonds, and are therefore more 
vulnerable to tight funding conditions. Although some are in 
discussions for asset disposals, these are subject to execution risk 
and may leave the companies with limited liquidity buffer. 

Reliance on Payables  

Some developers have relied on payables as a funding source for 
property construction in light of the Chinese government’s aim to 
curb leverage. Commercial bills, a common form of supplier 
financing, are not counted as interest-bearing debt in China. There 
is also a risk that developers’ trade payables may be under pressure 
if confidence wanes among suppliers.  

While we have not assumed  shorter payable days for developers, 
we believe liquidity strain would be greater for those that rely on 
trade payable financing.  The risk could be greater when companies 
use supply-chain financing to extend payable days.  

The next chart shows the developers with above-average reported 
payables at end-December 2020 relative to implied cash collection. 
The companies with ratios above 50% ratio are: Country Garden 
Holdings Company Limited (COGARD, BBB-/Stable), China Vanke 
Co. Ltd. (BBB+/Stable), Hopson, Central China Real Estate Limited 
(CCRE, B+/Negative), Skyfame Realty (Holdings) Limited (B-

0 10 20 30 40

Negative,
<0%

Neutral,
0%<x<5%

Positive,
>5%

(No. of companies)

Liquidity Buffer for Scenario 1 & 2

Scenario 2 Scenario 1

Note: Excluding issuers rated 'CCC+' and below. 
Source: Fitch Ratings

Scenario Analysis– Scope and Limitations  

• This scenario analysis is not a credit rating or a prediction 
of it. No reliance shall be placed on this scenario analysis.  

• The scenario analysis is not Fitch’s current base-case 
assumption, on which the ratings are predicated, and is 
only for illustration purposes for this report.  

• The outcome of the scenario analysis aims to provide an 
aggregate perspective of the China property sector by the 
various rating category levels, rather than company-
specific levels due to the uniform assumptions applied 
across 40 companies, without differentiation. However,  

- in reality stronger developers with lower business 
risk profiles will outperform the market in sales; and   

- the loosening of curbs on the onshore bond market 
and asset-backed securities are likely to benefit 
stronger developers.    

• Fitch relied on its own estimates in the Scenario Analysis 
where public information was not available, including the 
breakdown of short-term debt for selected companies.  

• Our scenario analysis assumes the majority of bank 
borrowings and trust loans can be refinanced. However, 
creditor confidence can swiftly weaken, which will sharply 
worsen developers' refinancing ability.  
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/Negative), Shimao Group Holdings Limited (BB/Rating Watch 
Negative), Poly Developments and Holdings Group Co., Ltd. 
(BBB+/Stable, SCP: bbb), Guangdong - Hong Kong Greater Bay 
Area Holdings Limited (GBA, B-/Stable) and China Resources Land 
Ltd (CR Land, BBB+/Stable).  

 

Focus on Financial Transparency 

Some distressed credits over the past few months have also cast 
doubt over the transparency of companies’ disclosures and 
contingent liabilities. These include undisclosed debt and 
guarantees for borrowings of JVs, associates and third parties that 
allowed companies to skirt around the “Three Red Lines” debt 
limits, among other reasons.  

The emergence of “hidden private debt” compounds liquidity 
strains, particularly for lower-rated developers  with large 
upcoming bond maturities. Fitch considers guarantees to JVs and 
associates in our leverage metrics. However, these are not included 
in our cash to short-term debt calculation. 

 

The chart above shows reported guarantees to JVs and associates 
as a percentage of the sum of debt and guarantees by rating 
categories. These guarantees are for the borrowings – typically 
bank borrowings or project loans – taken to fund JV project 
companies.  

This ratio is above 20% for three companies: KWG Group Holdings 
Limited (B+/Negative), Zhongliang Holdings Group Company 
Limited (ZL, B+/Negative) and CCRE.  

There are some outliers in the ‘BBB’ and ‘BB’ rating categories, with 
guarantees exceeding 10% of the sum of gross debt and guarantees. 
These include COGARD, Times China Holdings Limited (BB-
/Negative), CIFI Holdings (Group) Limited (BB/Stable), Seazen 

Group Limited (BB+/Stable) and Sunac China Holdings Limited 
(BB/Stable). These companies may slip into the ‘negative’ or 
‘neutral’ buckets under Scenario 2, should 50% of their reported 
guarantees become payable over the next 12 months.   

 

We have so far assumed equally tight capital-market access for all 
developers across the portfolio. However, the loosening of curbs on 
the onshore bond market and asset-backed securities are likely to 
benefit stronger developers.  In a variation on Scenario 2 (labelled 
as Scenario 2b), we assume 50% of offshore and onshore bonds can 
be refinanced, but only for ‘BB’ and ‘BBB’ rated developers. In this 
scenario, one developer rated in the ‘BB’ rating category is likely to 
be in the ‘neutral’ liquidity buffer. 

 

Scenario 2b: Better Refinancing for BBB and BB 
Categories 

 

No. of public 
rated 
companies 

Liquidity buffer Total no. of 
rated 

developers Negative Neutral Positive 

BBB category - - 6 6 

BB category - 1 10 11 
 

- 1 16 17 

Note: Positive liquidity buffer refers to net cash inflow, including 30% of reported 
unrestricted cash, of >5% of implied cash collection, Neutral is between 0%-5% 
while Negative is a deficit. Rating categories refer to standalone credit profile rather 
than support-driven ratings 
Source: Fitch Ratings 

We believe easing of restrictions on escrow accounts can provide 
temporary relief to the liquidity situation as the funds will 
eventually be used to complete property construction. Recent 
easing of escrow restrictions and acceleration of approvals for  
mortgage loans in Chengdu should help boost liquidity for 
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Scenario 2b: Better Capital Market Access for 
Developers in the 'BB' and 'BBB' Rating Categories  

• Refinancing conditions for ‘BBB’ and ‘BB’ rating 
categories:  

- all bank borrowings would be refinanced 

- repayment of only 20% of trust loans  

- 50% of offshore and onshore bonds can be 
refinanced  
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developers in the city, although it remains to be seen how soon 
other local governments will follow. That said, we do not anticipate 
nationwide blanket relaxation on escrow requirements. Policy 
easing is likely to vary across LRGs, and implemented on a company-
by-company basis. 

Longer-Term Navigator Transition Analysis 
Our liquidity assessments in the scenarios are simulated based on a 
uniform set of assumptions across the portfolio, and focusing on a 
short time-frame. In addition to this exercise, we analysed the 
longer-term transition risk under Scenario 2 by applying Fitch’s 
Ratings Navigator for China property developers, focusing on 
developers with SCPs of ‘B+’ and above.  

In this exercise, we assumed some normalisation of funding access 
by 2H22, but residential home sales fall by 30% in 2022 and stay at 
that depressed level in 2023-2024. We have attempted to evaluate 
how the business profile factors and some financial profile 
attributes may evolve under such a scenario. We have considered 
issuer-specific characteristics to an extent to make broad, high-
level estimates of how certain factors addressed in the Navigator 
may change. 

Navigator Heatmap - Colour Coding 

The Navigator heatmap on the next page shows the difference 
between the SCP and the possible factor range midpoints under 
Scenario 2. The colour-coded cells indicate the distance – in 
notches, from the SCP, where amber indicates -1 and -2 notches, 
and red -3 or more notches. The non-shaded cells indicate the factor 
midpoint is similar to the SCP, while those above the SCP are in 
green.  

Navigator Heatmap – Financial Profile 

We observed that the red and amber colour-coded cells are more 
concentrated in the financial-profile factors than business-profile 
factors. Profitability, in particular, typically deviates from the SCP 
even without applying the stress-case assumptions under Scenario 
2. This is partly due to the fast-churn models adopted or greater 
proportion of URPs that have cheaper land cost. In addition, 
products may also be priced more competitively during a downturn 
to encourage faster sales. 

In Fitch's view, the profitability metrics of Chinese developers are 
of lower importance when leverage is low, as in the case of some 
SOEs such as China Overseas Land & Investment Limited (A-
/Stable, SCP: bbb+), China Jinmao Holdings Group Limited (BBB-
/Stable, SCP: bb+) and Yuexiu Property Company Limited (BBB-
/Stable, SCP: bb). 

For financial flexibility, we assumed some normalisation of funding 
access by 2H22. On that basis, we believe financial flexibility of 
higher-rated issuers would be more aligned with their SCPs given 
their stronger balance sheet and better liquidity position.  

Developers also have flexibility to temporarily delay land 
acquisitions in the short term to preserve liquidity. We believe 
developers endowed with larger land bank, especially in higher-tier 
cites, or issuers with strong URP exposures may have more 
flexibility to delay land purchases to preserve liquidity. 

Navigator Heatmap – Business Profile 

There is a higher concentration of ‘B+’ rated developers with amber 
shaded-cells for market position.  We believe reputable companies 
with nationwide recognition have an advantage in maintaining their 
market leadership during a slowdown than weaker ones. Their 
strong branding also makes them more likely to partner with LRGs 
in landmark projects and gives them better access to land. 

Under business stability, we take a short land bank life of below the 
industry average of 2.5 years as an indication of near-term pressure 
to replenish land to avoid longer-term contraction in scale. SOEs 
and financially sound private developers that continued to buy land 
are likely to strengthen their market positions.  

Developers’ diversification may also be impacted as the result of 
lower land bank replenishment. Nationwide players may still be 
able to maintain a high degree of geographic diversification, 
although smaller regional developers who have recently expanded 
beyond their core regions may retrench to their core markets. 

While we have considered a direct impact of 30% decline in 
residential home sales on scale, developers with strong balance 
sheets and low leverage have better flexibility to manage business 
risks.   

 

 

 

https://www.fitchratings.com/newsletters/fitch-wire?utm_medium=banner&utm_source=referral&utm_campaign=RealEstatePromo&utm_content=FWA


 

Special Report  │  20 December 2021 fitchratings.com 8 

 

  

 
Cross-Sector 

Corporates, International Public Finance & Financial Institutions 
China 

 

 

 

 

Difference Between SCP and Factor Range Midpoint: In the New Normal Under Scenario 2 

   Key Rating navigator factors 
   

   
Business profile Financial profile 

IDR SCP Companies 
Market 
position 

Business 
stability Diversification Scale Profitability 

Financial 
structure 

Financial 
flexibility 

BBB+ bbb+ China Vanke Co., Ltd 
       

A- bbb+ China Overseas Land & Investment Limited 
       

BBB+ bbb+ China Resources Land Ltd 
       

BBB+ bbb Poly Developments and Holdings Group Co., 
Ltd 

       

BBB bbb Longfor Group Holdings Limited 
       

BBB- bbb- Country Garden Holdings Company Limited 
       

BBB- bb+ Sino-Ocean Group Holding Limited 
       

BBB- bb+ China Jinmao Holdings Group Limited 
       

BB+ bb+ Seazen Group Limited 
       

BB bb Shimao Group Holdings Limited        

BB bb Sunac China Holdings Limited 
       

BBB bb Beijing Capital Development Holding (Group) 
Co., Ltd. 

       

BBB bb China Overseas Grand Oceans Group Ltd 
       

BBB- bb Yuexiu Property Company Limited 
       

BB bb CIFI Holdings (Group) Co. Ltd. 
       

BB bb Logan Group Company Limited 
       

BB- bb- Times China Holdings Limited 
       

B+ b+ KWG Group Holdings Limited 
       

B+ b+ Central China Real Estate Limited 
       

B+ b+ China SCE Group Holdings Limited 
       

B+ b+ Zhongliang Holdings Group Company Limited 
       

B+ b+ Zhenro Properties Group Limited 
       

B+ b+ Hopson Development Holdings Limited 
       

B+ b+ Radiance Group Co., Ltd. 
       

B+ b+ Hong Yang Group Company Limited 
       

B+ b+ Redsun Properties Group Limited 
       

B+ b+ Hong Kong Junfa Property Company Limited 
       

B+ b+ Redco Properties Group Ltd 
       

B+ b+ Helenbergh China Holdings Limited 
       

B+ b+ Jiayuan International Group Limited 
       

Note: The amber-shaded cells reflect -1 to -2 notches away from the SCP and the red-shaded cells indicate -3. The non-shaded cells refer to factor midpoints similar as the SCP, 
while those above the SCP are in green. 

Please read this table in conjunction with the remarks, assumptions and limitations, and the issuer specific comments on page 7 under ‘Longer-Term Navigator Transition Analysis’. 
Source: Fitch Ratings 

Navigator Heatmap – Scope and Limitations  

The Navigator captures each key factor as a three-notch wide range rather than a notch-specific assessment, as the latter would be 
artificially precise.  

The key factor scores may be above or below an issuer’s rating, with some having greater importance than the others. The relative 
importance is not shown in the heatmap, and therefore may not represent a complete view of the longer-term transition risk.  

Factor scores below the SCP do not necessarily suggest a downgrade,  although more of such lower scores may indicate greater 
downward rating pressure.  
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Navigator Heatmap – Long-Term Transition Risk 

• Focusing on developers in Fitch’s ‘B+’ and above rating categories, this exercise evaluates the likely long-term transition risk 
under our Scenario 2. 

• Key Navigator factors considered:  

- Market Position 

Emphasis is on the developer’s ability to maintain market leadership in the cities or regions it operates under Scenario 2. 
Investment-grade companies are more likely to maintain their market presence and leadership in most markets. Mid-
sized developers may focus in core markets, but may face varying degrees of difficulties in maintaining market positions 
depending on their exposures to cities, the competitive landscape, as well as their brand recognition.  

- Business Stability  

Developers with shorter land bank life may have less flexibility to delay land investments, which would in turn affect their 
ability to maintain business stability. Market leaders and strong SOEs with strong financial structure and financial 
flexibility are likely to take advantage of cautious sentiments at land auctions, and therefore a shorter land bank life may 
have less of an impact on them. 

- Diversification  

We believe the majority of the investment-grade developers will retain their nationwide presence during a prolonged 
property-sector slowdown. Mid-sized developers are likely to exit non-core markets, which would reduce their 
geographical diversification.  Diversification scores may be pressured if issuers’ positions in some core markets are at risk 
of becoming marginal.  

- Scale  

We apply a 30% reduction in historical attributable sales and compare that with the navigator sub-factor thresholds for 
all entities for the purpose of this exercise. However, in reality, it is likely that stronger private developers and SOE 
developers can strengthen their market share and outperform the industry.  

- Profitability  

Profitability affects a developer’s ability to sustain its overall leverage in the long run and should be assessed in 
conjunction with financial structure. Typically, lower leverage partly compensates for weaker profitability under our 
Navigator.  

Capital turnover across the sector could fall; more so for those with higher exposure to lower-tier cities as transactions 
could slow faster than national averages. Those with high-churn models and greater reliance on public land auctions may 
also face sharper margin pressures in the near term. However, stronger developers with lower land bank life may take 
advantage of low land prices to drive long-term margin stability. Those with larger exposures to URPs may also have 
better margin protection.  

- Financial Structure  

We focus on the migration of the net leverage under Scenario 2.  We consider the cash flow from operations under 
Scenario 2 (for the year to June 2022 as a proxy) and the impact on leverage depending on the significance of the 
operating cash outflow. 

- Financial Flexibility  

We focus on the migration of the issuers’ liquidity under the Scenario 2. We assess the free cash flow projections under 
this scenario and the impact on liquidity if they have neutral or negative liquidity buffer. For liquidity, we assumed tight 
funding conditions through June 2022, and some stabilisation and improvements thereafter. 

For more information on how Fitch uses Navigators in our rating process, see the Corporate Rating Criteria and Sector Navigators – 
Addendum to the Corporate Rating Criteria. 

https://app.fitchconnect.com/search/research/article/RPT_10179877
https://app.fitchconnect.com/search/research/article/RPT_10177791
https://app.fitchconnect.com/search/research/article/RPT_10177791
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Property Downturn to Worsen Credit 

Polarisation Among Public-Finance Entities 
Property-related sales are an important source of funding for LRGs 
in China, as capital revenue (the bulk of which are land concessions) 
accounts for a median of 25% of the annual fiscal revenues of the 
LRGs in Fitch's portfolio. A fall in land concession revenue would 
affect the LRGs’ fiscal revenue and their ability to support highly 
geared LGFVs.  

LGFVs are public-finance entities established to serve public-policy 
missions, including municipal construction, infrastructure projects 
and development of primary land (such as adding utilities and street 
networks), for the LRGs. These entities not only develop public 
facilities but also obtain the related financing. As a result, they 
contract and carry debt on behalf of the LRGs. Their revenues are a 
mix of payments from the local governments and commercial 
revenues.  

LGFVs engaged in urban renewal and infrastructure comprised 
more than half of Fitch’s international public finance (IPF) portfolio 
in China. Their commercial revenues are often related to the 
property market: they may act as residential-property developers 
themselves, carry out primary land development, or act as social-
housing developers.  

The commercial revenues are generally sufficient to meet the debt 
service requirement, but do not provide the LGFVs with healthy 
SCPs. Therefore, LGFVs are reliant on their LRGs for support, which 
Fitch factors into  the final IDRs since it is highly likely that the LRGs 
would provide extraordinary support to LGFVs in case of need, 
given their critical role in urban development.  

In assessing the impact of the housing slowdown on the domestic 
public-finance sector, we focus on three aspects:  

• the exposure of LGFVs to the property market (the share of 
their commercial revenues linked to the sector),  

• their balance-sheet vulnerability (which drives their 
reliance on extraordinary support from LRGs), and  

• the strength of LRGs themselves.  

China IPF Housing Sector Exposure Screener by LRG 
Strengths 

H/H  

 9 29 2  

 2 47 5 

 5 34 14 

L/L Weaker LRGs Midrange LRGs Stronger LRGs 

Note: H/H: High sector exposure/High vulnerability; L/L: Low sector exposure/Low 
vulnerability 
Source: Fitch Ratings 

 

The table above combines the outcome of the three tables on page 
11 based on our China IPF housing exposure screeners by LRG 
strength. The results show nine, or 6%, of the portfolio of 147 
publicly rated entities in China at most risk (red cell), given their 

moderate to high sector exposure to housing and balance-sheet 
vulnerability, while the related LRGs have weaker credit profiles 
and are less able to provide support. Consequently, there may be a 
greater need for extraordinary support from higher tiers of 
government (provincial and central government). The nine entities 
are highlighted in the red cells in the exposure screener for weaker 
LRGs (see next page). They are all urban developers.  

The lighter red cells, comprising a total of 31 entities, are the next 
most vulnerable either because of their reliance on weaker LRGs 
with low sector exposure and high balance-sheet vulnerability (pink 
cells in the Weaker LRGs Exposure Screener on the next page); or 
reliance on midrange LRGs with moderate to high sector exposure 
and balance-sheet vulnerability (red cells in Midrange LRGs 
Exposure Screener on the next page). Meanwhile, 14 entities at the 
bottom right corner (green cell) are the least affected given their 
exposure to stronger LRGs and low-to-moderate sector exposure 
and vulnerability.  

Sector Exposure 

‘High’ sector exposure is defined as cumulative contributions from 
residential property, primary land development and social housing 
representing more than 30% of total gross profit of the LGFV. 
Meanwhile, ‘Moderate’ sector exposure is between 15% and 30%  
and ‘Low’ is below 15%. We estimate 20%, or 29, of Fitch’s publicly 
rated public-finance entities have high exposure to the residential 
property sector. 

For Chinese public-finance entities, these three activities are 
affected by the property downturn as follows: 

• Residential property: Projects undertaken as part of urban 
development to increase commercial appeal for companies 
to set up operations or factories within development parks 
or in other cases, redeveloping land held by SOEs under 
restructuring. Sales of these properties would likely decline 
in line with the wider market downturn. 

• Primary land development: LGFVs engaged in primary land 
development conduct works required for property-related 
developments. A drop in property prices would slow down 
such projects and shrink the order book of these LGFVs. 
Moreover, many LGFVs have buy-back arrangements with 
their LRGs, whereby LRGs pay over time the assets that 
have been built by the LGFV. The payments are generally 
sourced from land concession revenue. 

• Social housing: LGFVs are mostly contracted by LRGs to 
construct social-housing projects. A slowdown in home sales 
may weigh on demand for social housing. We assess this has 
lowest weight among the three sources of revenue, given 
that social housing is generally priced below market prices 
and hence less sensitive to market volatility. 
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Balance-Sheet Vulnerability  

We measure the vulnerability of public-finance entities' financial 
profiles based on Fitch’s Public Sector, Revenue-Supported Entities 
Rating Criteria, which looks at three main metrics 

• Leverage: Public-policy vehicles tend to be highly leveraged 
due to the debt taken to finance infrastructure projects to 
promote local economic growth, including urban and rural 
development.  

• Liquidity Ratio: liquidity cushion of below 0.33x implies a 
weaker liquidity profile assessment for public-finance 
entities.  

• Short-Term Debt/Total Debt: A higher ratio suggests 
greater vulnerability to refinancing risk under Scenario 2. 
LGFVs may be under pressure due to the large upcoming 
bond maturities and tight funding conditions. 

A large 47%, or 69 entities, of the portfolio have high balance-sheet 
vulnerability, which we defined as having high leverage and weak 
liquidity. A majority of these entities have speculative-grade SCPs. 
This is not uncommon in the public-finance sphere as these 
companies emphasise carrying out functions of the government 
much more than attaining financial returns. 

 

LRGs' Ability to Extend Support to LGFVs 

LRGs’ ability to support these LGFVs, however, varies across 
provinces.  For example, LRGs with stronger fiscal revenues are 
better-positioned to mitigate a decline in land concession revenues, 
compared with weaker LRGs that are reliant on such revenue.  

The outcome of our analysis is shown in the next three charts, 
according to our classification of weaker, midrange and stronger 
LRGs. We categorised the LRG strengths based on their credit 
profiles and reliance to land concession sales. For example, an LRG 
in the 'A' credit profile category with less than 30% of its revenue 
from land concessions is considered a stronger LRG. LRGs in the 
‘BBB' category with less than 45% exposure will be midrange, while 
LRGs in the ‘BB' category with more than 50% exposure will be 
considered weaker. 

China IPF Housing Sector Exposure Screener for 
Weaker LRGs 

No. of publicly rated Vulnerability 
 

GREs 
 

High Moderate Low Total 

Sector 
exposure 

High 5 1 0 6 

Moderate 3 0 0 3 

Low 2 5 0 7 
 

Total 10 6 0 16 

Note: Based on Fitch's portfolio of 147 public-rated GREs.  
Source: Fitch Ratings 

 

China IPF Housing Sector Exposure Screener for 
Midrange LRGs 

No. of publicly rated Vulnerability 
 

GREs 
 

High Moderate Low Total 

Sector 
exposure 

High 11 10 0 21 

Moderate 8 12 0 20 

Low 35 34 0 69 
 

Total 54 56 0 110 

Note: Based on Fitch's portfolio of 147 public-rated GREs 
Source: Fitch Ratings 

 

China IPF Housing Sector Exposure Screener for 
Stronger LRGs 

No. of publicly rated Vulnerability 
 

GREs 
 

High Moderate Low Total 

Sector 
exposure 

High 1 1 0 2 

Moderate 0 1 0 1 

Low 4 13 1 18 
 

Total 5 15 1 21 

Note: Based on Fitch's portfolio of 147 public-rated GREs 
Source: Fitch Ratings 
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Source: Fitch Ratings

China IPF: Sector Exposure and Vulnerability 

(No. of entities)

Classification (as per Fitch’s Public Sector, Revenue-Supported 
Entities Rating Criteria): 

• Leverage - measured as net debt/EBITDA. Based on a 
midrange revenue defensibility and operating risk 
(typically for URP developers)  

- High Leverage: >4x; Moderate: 2x-4x; Low: <2x 

• Liquidity cushion – [Excess annual cash flow after debt 
service for the financial year plus the sum of readily 
available cash and committed liquidity lines at the 
beginning of the respective financial year] / sum of cash 
annual operating expenses prior to interest expense. 

- Weak Liquidity Cushion <0.33x, Neutral 
Assessment >0.33x (We further split this to 
Moderate: 0.33x-1.0x and High>1x)     

• Short-Term Debt/Total Debt; we split the ratios into 
three categories: 

- High ratio: >30%; Moderate 20%-30%; Low 
<20% 

 

https://app.fitchconnect.com/search/research/article/RPT_10175401
https://app.fitchconnect.com/search/research/article/RPT_10175401
https://app.fitchconnect.com/search/research/article/RPT_10175401
https://app.fitchconnect.com/search/research/article/RPT_10175401
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There are plans to replace land concession revenues with property 
taxes, but Fitch does not expect this to fully offset the shortfall in 
fiscal revenues in the near term. Shanghai and Chongqing started 
the property tax pilot in 2011, and the scheme is still far from 
substituting land concession revenue to the same magnitude.  

LGFVs generally have material refinancing needs. Only 12% of 
them have material housing exposure and weak SCPs. An even 
smaller portion (6%) presents with those two features and belong 
to weaker LRGs. These LGFVs' ability to refinance their debt will be 
subject to market conditions in 2022. In contrast, the bulk of LGFVs 
active in urban development and housing, notably those with strong 
LRG sponsors and closer aligned to LRG policy, should be relatively 
immune and may receive stronger support from their sponsors. 

Weaker Building Demand to Ripple Through 

Commodity Sectors 
A slowdown in China’s housing starts, a leading indicator of 
economic activity, will have ripple effects across other sectors, such 
as steel production, iron ore prices and coking coal demand, in the 
longer term.   

Decrease in Housing Starts to Hit Steel and Iron Ore 
Demand, Prices 

Residential-property construction accounts for 20%-22% of 
China’s steel consumption, with infrastructure contributing around 
30%. Collectively, construction is the single largest source of steel 
demand in China, which in turn accounts for close to half of global 
steel consumption. Fitch estimates China’s apparent steel 
consumption – measured as total production minus net exports – to 
be around 1 billion tonnes (bt) in 2021.  

For example, a 20% reduction in residential construction activities 
would reduce demand for steel by 40 million tonnes (mt), 20mt 
more than our base case forecast of a 20mt demand decline for 
2022.  

 

An additional 20mt decline in steel consumption would lead to an 
approximately 32mt reduction in demand for iron ore. The impact 
on iron ore spot prices would be felt immediately. Prices for iron ore 
in 2022 and 2023 could drop roughly by 8% or USD7/tonne, from 
the current forecast level of USD90/tonne for 2022 and 
USD85/tonne in 2023, accelerating the decline in prices towards 
the prices of marginal cost producers.  

Furthermore, iron ore inventories have risen and are likely to 
remain higher than in the past two years, which is likely to weigh on 

prices in 2022. Iron ore accounts for roughly 50% of crude steel’s 
total input costs. Fitch expects the decrease in iron ore prices to 
result in a low-single digit decline in steel average selling prices.  

 

A pick-up in infrastructure investment and supply discipline in light 
of policy regulations could offset some of the impact of the housing 
downturn on the steel and iron ore markets. We believe there will 
be further SOE-led industry consolidation in China as strict 
environmental regulations and dual-carbon targets will mean rising 
costs for smaller steel producers that are affected by frequent 
disruptions to production. The housing slump may also drive a shift 
in product mix, as well as downstream value-chain extensions for 
producers to stay relevant in the long term. 

Less Impact on Coal Prices 

We expect weakening investments in property to reduce China’s 
demand for coal next year through middle industries like steel, 
cement and power generation.  

China’s power demand has been rising in line with headline GDP 
growth in recent years. We expect a 4%-5% yoy growth in power 
generation next year, slightly slower than GDP growth, which will 
partly reflect softening demand from energy-intensive sectors. 
Renewable energy sources will not be able to fully meet the 
additional power demand, so Fitch expects coal consumption to 
continue to increase by a low single digit, provided the downturn in 
property investment is within our expectations.  

 

We think coal prices will be determined more by supply than 
demand. After a shortage in 9M21, coal stocks have been 
rebounding sharply given China’s National Development and 
Reform Commission’s (NDRC) aggressive promotion of domestic 
production. Stocks at power plants increased sharply to over 140mt 
in recent weeks from less than 80mt at end-September. The market 

Construction
55%
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Energy
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2%

Others
10%

Source: Fitch Ratings, China Steel Association 
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could rebalance next year when the NDRC withdraws some of its 
measures supporting production after this winter. We forecast the 
price for Qinhuangdao 5,500Kcal coal to average lower at 
CNY720/tonne in 2022 from an average of around 
CNY1,000/tonne year-to-date in 2021. 

Second-Order Impact 
The effects from China’s housing slump are likely to be felt beyond 
its immediate value chain, if the authorities' policy response 
remains muted. Fitch expects prolonged stress on the property 
sector to decelerate growth in overall fixed-asset investment in 
2022. This in turn, would slow the expansion of Chinese engineering 
and construction (E&C) sector.  

We believe local and privately owned E&C companies, which rely on 
financially weak developers for a substantial portion of their 
revenue and contracts, will be hit hardest. These contractors may 
face a significant reduction in contracts, revenue and cash-flow 
generation, which would result in severe liquidity pressure, as they 
are highly reliant on short-term borrowing. 

 

A material impact on fixed-asset investment, if the stress in the 
property market is prolonged, would likely trigger a policy response 
because infrastructure investment is one of China’s main counter-
cyclical tools to restore economic stability. The Chinese 
government may have to step up infrastructure spending to tackle 
the potential spill-over effects from the property market. Based on 
Fitch’s 2022 outlook for the China E&C sector, we think it is unlikely 

that infrastructure spending will increase significantly in 2022, 
given the government's budget and finance conditions. 

Bank Ratings Resilient to Stress Scenario 

The IDRs of Chinese banks, which range from ‘A+’ to ‘BB+’, already 
reflect the likelihood of extraordinary support from the sovereign 
(A+/Stable)   in the event of stress; we do not believe this will change 
under the scenarios outlined in this report. The banks' IDRs are all 
driven by Fitch’s sovereign support assessments for these banks. 
The banks’ Viability Ratings (VR), which measure the intrinsic credit 
profiles, range  from ‘bbb’ to ‘b’ and benefit from an improving 
regulatory framework to varying degrees.  

Chinese banks' VRs incorporate our belief that reported financials 
do not always reflect asset-quality risks. In the event of the stress 
scenario materialising, the mid-tier banks in Fitch’s portfolio are 
likely to see more pressure on asset quality than the larger state 
banks. This is by virtue of the mid-tier banks’ higher, although 
reducing, proportion of direct property development loans to total 
loans, which ranged from 6.9% to 10.5% at end-1H21. The state 
banks’ equivalent ratios are lower at 2.1% to 6.0%. Upper 
thresholds for property-related exposures set by the regulator 
differ according to the tiering of banks.  

The state banks also have far less indirect exposures to real estate 
through wealth management products and trust products than 
their lower-rated peers. In terms of first-order effects, loan-to-
value restrictions on mortgages and real estate project-based 
lending should limit credit losses in the event of borrower defaults.  

However, second-order effects can be more difficult to quantify. 
Reduced lending to the construction sector and related material 
suppliers would undermine bank earnings. Stresses spreading into 
those corporate and SME sectors as a result of stress on property 
developers, such as the latter defaulting on trade payables, will 
raise non-performing loan ratios and credit costs for the banks.  

Under Scenario 2, in which the subdued environment is prolonged, 
lower profitability and higher credit costs would combine to 
pressure banks’ capital buffers. In the absence of policy responses, 
banks' appetite to extend credit to all sectors could be constrained. 
This would then contribute to further credit tightening for the 
economy, thereby reinforcing the brakes on economic growth 
beyond the real estate and construction industries. 
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compliance with the new standard on banks' property-related loan cap. BOB is a city commercial bank. See Appendix 2 for full bank names and ratings.
Source:  Fitch Ratings

upper limit on mortgages: 32.5%

upper limit on property-related loans :  27.5%

upper limit on mortgages:  20%

China Banks' Home Loan and Property Loan Exposure (1H21)

Joint Stock Banks
upper limit on property-related loans:  40%

State Banks

https://app.fitchconnect.com/search/research/article/RPT_10184758
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Appendix 1 - Fitch-Rated Chinese Developers and Results of Scenario Analysis 
 

As of 17 December 2021  

Company name 

Standalone 
credit 
profile 

Issuer 
Default 
Rating Outlook 

Last rating 
action date 

Last rating 
actionb 

Liquidity 
buffer 

Scenario  

1 

Liquidity 
buffer 

Scenario  

2 

Liquidity 
buffer 

Scenario 
2b 

Payable 

Ratioc 

>40%;  

>50% 

China Resources Land Ltd bbb+ BBB+ Stable 3 Sep 21 Affirmed Positive Positive Positive ✓ 

China Vanke Co., Ltd. bbb+ BBB+ Stable 23 Sep 21 Affirmed Positive Positive Positive ✓ 

China Overseas Land & Investment Limited bbb+ A- Stable 13 Jul 21 Affirmed Positive Positive Positive  

Poly Developments and Holdings Group Co., 
Ltd. 

bbb BBB+ Stable 12 Nov 21 Affirmed Positive Positive Positive ✓ 

Longfor Group Holdings Limited bbb BBB Stable 8 Dec 21 Affirmed Positive Positive Positive ✓ 

Country Garden Holdings Company Limited bbb- BBB- Stable 25 Jun 21 Affirmed Positive Positive Positive ✓ 

China Jinmao Holdings Group Limited bb+ BBB- Stable 20 Oct 21 UCO Positive Positive Positive  

Sino-Ocean Group Holding Limited bb+ BBB- Negative 18 Nov 21 Affirmed Positive Positive Positive  

Seazen Group Limited bb+ BB+ Stable 1 Dec 21 Affirmed Positive Neutral Positive ✓ 

China Overseas Grand Oceans Group Ltd bb BBB Stable 13 Jul 21 Affirmed Positive Positive Positive  

Beijing Capital Development Holding (Group) 
Co., Ltd. 

bb BBB Stable 20 Oct 21 UCO Neutral Negative Neutral  

Yuexiu Property Company Limited bb BBB- Stable 15 Sep 21 Affirmed Positive Positive Positive  

Sunac China Holdings Limited bb BB Stable 10 Nov 21 Affirmed Positive Neutral Positive ✓ 

CIFI Holdings (Group) Co. Ltd. bb BB Stable 20 Oct 21 UCO Positive Neutral Positive  

Logan Group Company Limited bb BB Stable 10 Dec 21 Affirmed Positive Positive Positive  

Shimao Group Holdings Limited bb BB RWN 17 Dec 21 Downgrade Positive Positive Positive ✓ 

Times China Holdings Limited bb- BB- Negative 10 Nov 21 Affirmed Positive Positive Positive ✓ 

Central China Real Estate Limited b+ B+ Negative 21 Oct 21 Downgrade Positive Positive N/A ✓ 

Hopson Development Holdings Limited b+ B+ Stable 2 Mar 21 Affirmed Negative Negative N/A ✓ 

Redco Properties Group Ltd b+ B+ Stable 10 Mar 21 Upgrade Positive Negative N/A  

KWG Group Holdings Limited b+ B+ Negative 3 Dec 21 Downgrade Positive Negative N/A ✓ 

Hong Yang Group Company Limited b+ B+ Stable 11 Jul 21 Affirmed Positive Neutral N/A  

Zhenro Properties Group Limited b+ B+ Stable 19 Nov 21 Affirmed Positive Positive N/A ✓ 

Redsun Properties Group Limited b+ B+ Stable 11 Jul 21 Affirmed Positive Positive N/A  

Hong Kong JunFa Property Company Limited b+ B+ Stable 5 Mar 21 Affirmed Positive Positive N/A  

Radiance Group Co., Ltd. b+ B+ Stable 1 Dec 21 Affirmed Positive Neutral N/A  

Helenbergh China Holdings Limited b+ B+ Stable 12 Jul 21 Affirmed Positive Positive N/A ✓ 

Jiayuan International Group Limited b+ B+ Stable 7 Sep 21 Upgrade Positive Positive N/A  

China SCE Group Holdings Limited b+ B+ Stable 16 Nov 21 Downgrade Positive Neutral N/A ✓ 

Zhongliang Holdings Group Company 
Limited 

b+ B+ Negative 19 Nov 21 Affirmed Positive Negative N/A  

LVGEM (China) Real Estate Investment 
Company Limited 

b B Stable 20 Oct 21 UCO Negative Negative N/A  

Leading Holdings Group Limited b B Stable 10 May 21 New Rating Positive Positive N/A ✓ 

Yuzhou Group Holdings Company Limited b B Negative 3 Nov 21 Downgrade Positive Negative N/A  

Ronshine China Holdings Limited b B Negative 1 Nov 21 Downgrade Neutral Negative N/A  

Guangdong - Hong Kong Greater Bay Area 
Holdings Limited 

b- B- Stable 8 Oct 21 Affirmed Positive Negative N/A ✓ 

China South City Holdings Limited b- B- Negative 11 Nov 21 Downgrade Negative Negative N/A ✓ 

Xinhu Zhongbao Co., Ltd. b- B- Stable 20 Oct 21 UCO Positive Neutral N/A  

Guorui Properties Limited b- B- Negative 20 Oct 21 UCO Negative Negative N/A  
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As of 17 December 2021  

Company name 

Standalone 
credit 
profile 

Issuer 
Default 
Rating Outlook 

Last rating 
action date 

Last rating 
actionb 

Liquidity 
buffer 

Scenario  

1 

Liquidity 
buffer 

Scenario  

2 

Liquidity 
buffer 

Scenario 
2b 

Payable 

Ratioc 

>40%;  

>50% 

Shinsun Holdings (Group) Co., Ltd. b- B- Negative 26 Nov 21 Downgrade Negative Negative N/A  

Skyfame Realty (Holdings) Limited b- B- Negative 12 May 21 Affirmed Positive Positive N/A ✓ 

aRating Watch Negative 

bFitch placed Chinese property developers Under Criteria Observation (UCO) following the conversion of the agency’s Sector Navigators – Addendum to the Corporate Rating 
Criteria as final criteria in October 2021. 

cPayable ratio is defined as payables as of end-December 2020/implied cash collection. Those with ratios in excess of 50% are marked with red ticks, and those with ratios of 
40%-50% are marked in amber. 

Please read this table in conjunction with the remarks, assumptions and limitations, and the issuer specific comments stated on pages 3-6. 

Source: Fitch Ratings 

 

 

 

 



 

Special Report  │  20 December 2021 fitchratings.com 16 

 

  

 
Cross-Sector 

Corporates, International Public Finance & Financial Institutions 
China 

Appendix 2 – Fitch-Rated Chinese Banks 
 
Bank Name Long-Term IDR Viability Rating 

State Banks     

Postal Savings Bank of China (PSBC) A+ bbb- 

Industrial and Commercial Bank of China (ICBC) A bbb 

China Construction Bank (CCB) A bbb 

Bank of China (BOC) A bbb 

Agricultural Bank of China (ABC) A bbb- 

Bank of Communications (BOCOM) A bb+ 

Joint Stock Banks     

China Merchants Bank (CMB) A- bb+ 

China Citic Bank (CNCB) BBB bb- 

China Everbright Bank (CEB) BBB bb- 

Shanghai Pudong Development Bank (SPDB) BBB bb- 

Industrial Bank of China (IND) BBB b+ 

Bank of Beijing (BOB) BB+ b+ 

China Minsheng Bank (CMBC) BB+ b 

China Guangfa Bank (CGB) BB+ b 

Ping An Bank (PAB) BB+ b 

Huaxia Bank (HXB) BB+ b 

Source: Fitch Ratings 
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