Businesses
Built on
Debts

Case Study #03

Scenario

Financial engineering may protect us from legal responsibility when things go wrong and losses incurred,
but as Christian businessowners, we do have an ethical and moral responsibility to protect our stakeholders
including:

1. Investors who entrust us with their investment capital.

2.Lenders who lend us money for our business

3.Customers in good faith buy our products and services.

4.Suppliers, trusting our integrity, supply our raw materials and supplies.

5.Collateral damage to the society and financial markets, especially when the business is considered “too
big to fail.”

Often, we hear the logic of using other people’s money to grow business (leverage). Modern business schools
advocate the use of leverage to magnify returns. China Evergrande Group, until recently the world’s largest
property developer, owns dozens of stalled sites with unfinished construction. Buckling under more than
US$300 billion in liabilities, the company collapsed, leaving 1.5 million buyers waiting for finished homes.
SCMP 16.10.2021 (Matthew 7:12, Ecclesiastes 11:2, Proverbs 22:7)
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“The plans of the diligent lead to profit as surely as haste leads to poverty.” - Proverbs 21:5

S SE. Em e WHAT DO WE DO?

What does the Bible teach about borrowings and how do we apply
to our business?
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PROVERBS 13:11

Dishonest money dwindles away, but
he who gathers money little by little
makes it grow.
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Philippians 2:4
Do not merely look out for your own personal interests, but also for the interests of
others.

Reflection Questions:

1. As Christian business owners, what can we learn from the saga of China’s

p ;9 Evergrande, whose business model was based primarily upon debt?

| ig- 2. Debt is a double-edge sword. When times are good, returns are multiplied. In
w4 bad times, it can be fatal causing great harm to self and others who do business
with us. As good stewards, our motivation is to get good returns (maybe even
maximum) for our capital. How do we manage debt to maximize returns while
minimizing risk?
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