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Week of 27th April 2020 

What’s on our mind this week? 

China’s SOEs weather the crisis 

Last week China’s State Council announced the Q1 2020 results of the centrally owned 

State Owned Enterprises (SOEs). Overall SOEs generated 58.8% less profits than they did 

in Q1 2019 but were still profitable. Of the 97 centrally owned SOEs only 26 suffered net 

losses and altogether they generated profits of RMB 130.4bn of profits (USD 18.4bn).  

Losses were mostly reported by the companies in the oil drilling, refining, and airline 

sectors. The oil industry in particular affected the figures as it took away 30 percentage 

points of SOEs’ profit growth. Plunging oil prices crushed the sector while sales of refined 

petroleum products in China fell more than 20% in Q1 2020, leaving drilling and refinery 

businesses running at a loss. The automobile industry was also hard hit with sales 

contracting by 30% YoY. Yet central SOEs in the automobile sector remained profitable 

with profits only shrinking by RMB 10bn. 

The communique had some positive notes however. It indicated some recovery could 

already be seen in the construction sector as construction companies reported a 3.7% rise 

in newly signed contracts and an 18% growth YoY in numbers of overseas construction 

contracts. 

—————————————————————————————————— 

Facebook invests in India’s Reliance Jio 

Last week, Facebook announced an investment in Indian telecom giant Jio Platforms 

limited (also called Reliance Jio). The deal gives Facebook a 9.99% stake in the company 

for an investment of USD 5.7bn. Reliance Jio is the telecom venture of Mukesh Ambani’s 

-India’s richest man- business empire. Mr. Ambani owns Reliance industries. This 

transaction makes Facebook the largest minority shareholder of Reliance Jio.  

India is rapidly adopting digital technologies as 560m people gained access to the internet 

in the past five years. Reliance Industries, at the forefront of this trend, invested USD 25bn 
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in the sector four years ago which allowed it to launch a low cost, nationwide cellular 

broad band services: Reliance Jio. Over the past three years Reliance Jio acted as a major 

disruptor to the existing telecom companies by adding tens of millions of users into its 

subscriber base in record time. The company became India’s biggest telecom operator by 

subscribers at the end of 2019 with a user base of c390m subscribers, most of them having 

never been online previously. This rapid digital transition also benefitted Facebook as it 

became the social network’s top ranked country in terms of users with 280m users far 

ahead of the United States and Indonesia (ranking 2 and 3 respectively for the company).  

After the transaction’s press release Reliance industries announced the launch of a new 

ecommerce initiative starting 27th April 2020: JioMart Services which will be using 

WhatsApp in selected regions in India. It is expected that eventually the Facebook 

platform will open to e-commerce transactions and JioMart may become available as a 

mini- app inside Facebook. This investment gives Facebook a firm footing in the rapidly 

growing Indian digital market and e-commerce. For Reliance industries which should 

benefit alongside Facebook in e-commerce, the deal proceeds are likely to be used to 

bring down its debt. This deal should help the company achieve its target of becoming 

debt free by early 2021. 

———————————————————————————————————— 
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