Adani Group: IG to HY risks?

Ulf Erlandsson’”

Since our update on Adani Group, following Hindenburg Research’s critical report on the Indian
conglomerate, its bonds have fallen further in cash price terms. Its equities have to some degree
caught up, with substantial falls on 27 Jan. Adani bonds are now pricing at levels associated with

single-B credits or even lower (Figure 1).

Given their ratings and large size (Figure 2), many investors will have benchmark exposures to
various issuers in the Group. We expect rating agencies are looking at the case, which could be
significant as the main debt stock in USD sits on BBB- level; a one-notch downgrade would move
the names from investment grade to high-yield, with index flow implications.

We note that MSCl is soliciting for feedback on index inclusion/exclusion of Adani companies on

the equity side; index changes had substantial effects on pricing in June last year. The credit rating

could also affect bank line costs and relationships (see Figure 3 on the next page).

Figure 1. Adani Group bonds and rating-based corporate bond yield curves (BBB- and B+/B/B-). Source: AFll, Bloomberg.
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Figure 2. Adani Group bond's in USD with more than USD100mn outstanding. Light grey indicates bonds where not
enough reliable price data has been found. Source: AFll, Bloomberg. Data as per 09:00 GMT 30 Jan 2023.
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(*) Anthropocene Fixed Income Institute (www.anthropocenefii.org), Author for contacts: uge@anthropocenefii.org
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http://www.anthropocenefii.org/
https://anthropocenefii.org/afii-carmichael#a3ac80f9-99be-41d3-976e-d38a28a2c3cd
https://www.reuters.com/world/india/msci-seeks-feedback-adani-group-over-hindenburg-report-2023-01-28/
https://www.bloomberg.com/news/articles/2022-06-01/adani-shares-hit-by-selloff-in-wake-of-msci-index-review

Figure 3. From Adani Group response to the Hindenburg report: “deep domestic and international bank relationships”
across the group. Source: “Adani Response”, Adani Group webpage, accessed 30 Jan 2023.
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Select earlier AFIl work on Adani Group:

“Adani Group: Bonds underperforming equities after report”, AFIl, 25 Jan 2023.

“’Passive’ money and new thermal coal mine builds”, AFIl, 29 July 2021.

“EQT and Adani Enterprises: Some ESG questions”, AFIl, 24 Feb 2022.

“Coal, coup, CDP and Credit: Adani Ports update”, AFIl, 9 Feb 2021.

“Global investors and the Carmichael mega-mine”, AFIl, 1 Sep 2020.

“Abbott Point bonds go 10/90: Coal refi bellwether?”, AFIl, 17 Feb 2022.

“Banks hit by ‘fraud’ complaint to SEC over Adani SLB coal links”, GlobalCapital, 21 Oct 2021.
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https://www.adani.com/-/media/Project/Adani/Invetsors/Adani-Response-to-Hindenburg-January-29-2023.pdf
https://anthropocenefii.org/afii-carmichael#577b875f-4e29-4ea3-ab20-9deb110efb40
https://anthropocenefii.org/afii-carmichael#388493a1-f727-4bb9-8c95-7dd6376a3b8f
https://anthropocenefii.org/afii-private-markets#cb02aef6-4bd1-4b64-abc2-7d58a186279c
https://anthropocenefii.org/afii-carmichael#352429e1-ab64-4ba6-a668-4d112e5cbc0d
https://anthropocenefii.org/afii-carmichael
https://anthropocenefii.org/afii-carmichael#577b875f-4e29-4ea3-ab20-9deb110efb40
https://www.globalcapital.com/article/297sitz2boxhpl0ffm29s/sri/banks-hit-by-fraud-complaint-to-sec-over-adani-slb-coal-links

IMPORTANT DISCLAIMER:

This report is for information and educational purposes only. The Anthropocene Fixed Income
Institute (‘AFII’) does not provide tax, legal, investment or accounting advice. This report is not
intended to provide, and should not be relied on for, tax, legal, investment or accounting advice.
Nothing in this report is intended as investment advice, as an offer or solicitation of an offer to buy
or séll, or as a recommendation, endorsement, or sponsorship of any security, company, or fund.
AFll is not responsible for any investment decision made by you. You are responsible for your own
investment research and investment decisions. This report is not meant as a general guide to
investing, nor as a source of any specific investment recommendation. Unless attributed to others,
any opinions expressed are our current opinions only. Certain information presented may have
been provided by third parties. AFIl believes that such third-party information is reliable, and has
checked public records to verify it wherever possible, but does not guarantee its accuracy,
timeliness or completeness; and it is subject to change without notice.

The Anthropocene Fixed Income Institute is a non-profit organization “to monitor, advocate for
and influence the impact of the fixed income and bond markets in the age of human induced
climate change.” For more information about the Institute, please visit wwww.anthropocenefii.org
or follow us using the hashtag #anthropocenefii.
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