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Chinese companies
Red chips, red faces

The creditworthiness of China’s big state firms is worsening
Dec 5th 2015 | SHANGHAI | From the print edition

Vocab
1. chip n. blue chip iERE; SESFE; BEEMR ATLIXE red chip 1845
2. creditworthiness n. IF5E; ARIRIES(EHER

THERE was a time when China’s biggest state-owned enterprises were seen as the
country’s crown jewels. The government cleaned up the balance-sheets of the best
of the firms, and listed their shares on stockmarkets at home and abroad. The firms

were dubbed “red chips”, the supposed blue chips of state capitalism, by fawning
analysts.

Vocab
1. crown jewel n. (AEXFLXETEEENIERNIFIEMB)EE, XL, ER=E The Crown
Jewels are the crown, sceptre, and other precious objects which are used on important official
occasions by the King or Queen.
2. dub v. 4. 24 538, . . FR{E If someone or something is dubbed a particular thing, they are
given that description or name.

e.g. At the height of her career, Orson Welles dubbed her 'the most exciting woman in the
world". B 7x- F/RETEA S W AIERI AR A M E RS AMKENRAN,
3. capitalism n. &34~ X (#l|E) Capitalism is an economic and political system in which
property, business, and industry are owned by private individuals and not by the state.
4. fawn v. to try to please sb by praising them or paying them too much attention F§4E ;
WiF ; B4

e.g. People fawn over you when you're famous...{RH T &, KRMEFITHIR,
Sentence
The firms were dubbed “red chips”, the supposed blue chips of state capitalism, by fawning
analysts.
E: The firms were dubbed “red chips”
XE supposed EXEZ“FTBRNINER, BIFMBNAAREXERNIEEZR
by fawning_analysts X~ &XJ red chips BIfERE, B, red chips I £ ZFHAMI D HTIMERFRIERY

In fact, China’s big state firms were largely a bloated, inefficient and cosseted lot.
The real dynamism in the Chinese economy has long come from its entrepreneurial
private firms, which now account for perhaps two-thirds of the country’s entire
economic output.

Vocab
1. bloated adj. (##3) BERPRY, ASFTFHRY If you describe an organization as bloated, you
mean that it is larger and less efficient than it should be.



e.g. ...its massive state apparatus and bloated bureaucracy. & 8Bz A HIE S, < F A B &
A
2. cosset v. =pamper If someone is cosseted, everything possible is done for them and they
are protected from anything unpleasant.

cosseted

*l don't want to be treated like a cosseted movie queen. F A EEH A HES MFHMIR T HIEES
=¥
=F/Ho

3. dynamism n. energy and enthusiasm to make new things happen or to make things
succeed ¥577 ; i&/ ; #hk

4. entrepreneurial adj. AR RZRI;E T B RAEFRIYEntrepreneurial means having the
qualities that are needed to succeed as an entrepreneur.

5. account for PHRASAL VERB #8i&z5fid (#&EstbHl L) & If a particular thing accounts
for a part or proportion of something, that part or proportion consists of that thing, or is used or
produced by it.

Thanks to weak commodity prices, a troubled property market and slowing
economic growth, the outlook for all Chinese corporations is dimmer than it was a
few years ago. But debt is a much bigger problem at the largest state firms. A
report released on November 30th by Standard & Poor’s, a credit-rating agency,
looks at 200 public and private Chinese firms in 18 industries and warns that the
creditworthiness of many big state firms has worsened significantly. S&P found that
the average ratio of gross debt to earnings (before interest, tax, depreciation and
amortisation, or EBITDA) at state firms rose from roughly 3 in 2008 to over 5 last
year.

Vocab
1. commodity n. (economics %% ) a product or a raw material that can be bought and
sold &

e.g. rice, flour and other basic commodities FK. EMFIEMELAER
2. corporation n. (abbr. Corp.) a large business company (X ) &)

e.g. multinational corporations JEEAT]
3.dim v. (F)(FIR. HEF)TWT,(F) (BIEF) M If your future, hopes, or emotions dimor if
something dims them, they become less good or less strong. X2 dimmer 2L R
4. ratio n. tb;EEZR;EEHI A ratio is a relationship between two things when it is expressed in
numbers or amounts. For example, if there are ten boys and thirty girls in a room, the ratio of boys
to girls is 1:3, or one to three.

e.g. In 1978 there were 884 students at a lecturer/student ratio of 1:15...1978 F 58847 F 4,
Jm&tE1EE15,
5.gross adj. (/IESF) S, ERY Gross means the total amount of something, especially
money, before any has been taken away.
6. depreciation n. [mass noun] a reduction in the value of an asset with the passage of time, due

in particular to wear and tear (FCIENVI = EIRFEMIERRY) I E: (W= EES B SR
1) i

7. amortisation n. D HAEE D HIEERS

Sentence

Thanks to weak commodity prices, a troubled property market and slowing_economic growth,




the outlook for all Chinese corporations is dimmer than it was a few years ago.
ZFF: the outlook is dimmer

BUME Thanks to A, B and C ;X2 thanks to IR R E 257

it was a few years ago iIX2# it 5% the outlook

The worries are most acute among metals firms, such as Hebei Iron & Steel, and
transport companies, such as China COSCO, a shipping line. The agency gives
both of those companies a maximum financial-risk rating of 6. The main exceptions
to the trend, the report notes, are state firms in industries such as telecoms_and
energy, which the government protects from serious competition.

Vocab
1. acute adj. very serious or severe +%9 &R

e.g. There is an acute shortage of water. K=& HE,
2. telecom n. B{g, mEE®E(E; Bl
3. exception n. a person or thing that is not included in a general statement —f&{&RLASH
A (B34 ) ; s

e.g. Most of the buildings in the town are modern, but the church is an exception. 2
AEZRMAER , FIHEZE MG,
Sentence
The main exceptions to the trend, the report notes, are state firms in industries such as telecoms
and energy, which the government protects from serious competition.
E: the report notes
notes EAARBAIETFE: The main exceptions are state firms in industries such as telecoms
and energy
which the government protects from serious competition. X MERE M EIBEMNTHAITIIBE R
7= telecoms and energy,

Private firms are not without their problems, although the ratio of gross debt to
EBITDA at such firms remains below 4 on average. The property sector and “bricks-
and-mortar” retailers have been hit hard of late, and private firms with exposure to
them—such as Fosun, one of China’s largest private conglomerates—are also
seeing_a deterioration_in their creditworthiness. But most private firms are in e-
commerce, consumer businesses and technology services, which are less
politicised industries that are still doing well.

Vocab
1. bricks-and-mortar n. {fEZRASEIRl
2. exposure n. ~ (to sth) the state of being in a place or situation where there is no
protection from sth harmful or unpleasant Hllfy , B ( BIREAR )
e.g. prolonged exposure to harmful radiation KA |EiEfE =R
3. conglomerate n. (business /& ) a large company formed by joining together different
firms BKGANE) ; &R
e.g. a media conglomerate KREFEEX SR
4. deterioration n. J&ft; B BEE
5. politicize v. to make sth a political issue {FEIAH ; FHBABIEEY
e.g. the highly politicized issue of unemployment EEBLAAILLEIER



6. of 'late (formal) recently F&ifr ; ¥ ; 13K

7. property sector n. EitF=4Tl

Sentence

The property sector and “bricks-and-mortar” retailers have been hit hard of late, and private
firms with exposure to them—such as Fosun, one of China’s largest private conglomerates—are
also seeing_a deterioration in their creditworthiness.

F+: The property sector and “bricks-and-mortar” retailers have been hit hard of late X2 of
late = =it

and private firms with exposure to them iXE them #&HiE %A The property sector and “bricks-
and-mortar” retailers

—such as Fosun, one of China’s largest private conglomerates %, [SEEERIXMMIIF

are also seeing_a deterioration in their creditworthiness. X MY E1EE private firms

The conventional wisdom has long been that China’s biggest and best-known state
firms will never be allowed to default, no matter how weak their finances. But
doubts are now creeping in. Christopher Lee of S&P, an author of the agency’s
report, says, “there is a growing sense that the weakest are not default-free.” The
question for officials now, he reckons, is “how to let them go without sparking a
systemic meltdown.”

Vocab
1. conventional adj. (TRH. W2%F) £S5, FF&)BH Someone who is conventional has
behaviour or opinions that are ordinary and normal.
e.g. ...a respectable married woman with conventional opinions.— M ZE45. SABHNEE
T4
2. conventional wisdom [B]]] conventional/ received 'wisdom the view or belief that most
people hold AZEHANEE | BBES
e.g. Conventional wisdom has it that riots only ever happen in cities. A[JEZBEAS , R
BiHHEA REREL.
3. default n. failure to do sth that must be done by law, especially paying a debt 1£29 ( /T
EREMERS)
e.g. The company is in default on the loan. XERATHEXEFK,
4. creeping adj. happening or moving gradually and not easily noticed ( ARIAmHE ) 1ZXith
RER ; EETHA
5. spark v. ~sth (off) to cause sth to start or develop, especially suddenly 5% ; itk
e.g. The proposal would spark a storm of protest around the country. IX—IREE5| k€
EMRHICRR.
6. systemic adj. RZH; 2L EAY; £ 5 Systemic means affecting the whole of something.
e.g. The economy is locked in a systemic crisis.Z25FFENZE B,
7. meltdown n. (&), MRS EERE, AIEKK The meltdown of a company,
organization, or system is its sudden and complete failure.
e.g. Urgent talks are going on to prevent the market going into financial meltdown during the
summer. EFE#HTESRK, MEIETIZEESFHINERE,

From the print edition: Business

Chinese companies



Red chips, red faces

HEAR]: R, TR

The creditworthiness of China's big state firms is worsening.

Hh [ R A Ak 15 T ETE AL

There was a time when China's biggest state-owned enterprises were seen as the
country's crown jewels. The government cleaned up the balance-sheets of the best of the
firms, and listed their shares on stock markets at home and abroad. The firms were
dubbed "red chips", the supposed blue chips of state capitalism, by fawning analysts.
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In fact, China's big state firms were largely a bloated, inefficient and cosseted lot. The real
dynamism in the Chinese economy has long come from its entrepreneurial private firms,
which now account for perhaps two-thirds of the country's entire economic output.
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Thanks to weak commodity prices, a troubled property market and slowing economic
growth, the outlook for all Chinese corporations is dimmer than it was a few years ago. But
debt is a much bigger problem at the largest state firms. A report released on November
30th by Standard & Poor's, a credit-rating agency, looks at 200 public and private Chinese
firms in 18 industries and warns that the creditworthiness of many big state firms has
worsened significantly. S&P; found that the average ratio of gross debt to earnings (before
interest, tax, depreciation and amortization, or EBITDA) at state firms rose from roughly 3
in 2008 to over 5 last year.
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The worries are most acute among metals firms, such as Hebei Iron & Steel, and transport
companies, such as China COSCO, a shipping line. The agency gives both of those
companies a maximum financial-risk rating of 6. The main exceptions to the trend, the
report notes, are state firms in industries such as telecoms and energy, which the
government protects from serious competition.
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Private firms are not without their problems, although the ratio of gross debt to EBITDA at
such firms remains below 4 on average. The property sector and "bricks-and-mortar"
retailers have been hit hard of late, and private firms with exposure to them—such as
Fosun, one of China's largest private conglomerates—are also seeing a deterioration in
their creditworthiness. But most private firms are in e-commerce, consumer businesses
and technology services, which are less politicised industries that are still doing well.
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The conventional wisdom has long been that China's biggest and best-known state firms
will never be allowed to default, no matter how weak their finances. But doubts are now
creeping in. Christopher Lee of S&P;, an author of the agency's report, says, "there is a
growing sense that the weakest are not default-free." The question for officials now, he
reckons, is "how to let them go without sparking a systemic meltdown".

KIILOR NNIE G S R, AEM SR 20EE . P EER B E MRS
E) o HBUESR MR = o AR M /R AU I 38 BT 0h- B R IR G R 2 —, %
A BRI NEIRE], W5 RO RE R B P SRR 2 E 2. iAok B TR 5T I
e F) PR AR A X e A R JR T ARG R RGN 7



