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Week of 20th July 2020 

What’s on our mind this week? 

Reliance Jio attracts another high profile investor 

Over the past few weeks, we have been writing about Reliance Industries’ Jio Platforms 

(RJio) which has attracted a marquee list of investors. The last and strategic one to get 

added to this list is Google LLC. Google will invest INR 337.3bn (USD 4.5bn) in RJio to 

acquire a 7.73% stake in the company. The official news release from the company last 

week also mentioned that Jio Platforms and Google have entered into a commercial 

agreement to jointly develop entry level affordable smartphones with optimizations to 

the Android operating system and to the Google Play Store. Jio Platforms (RJio), a 

majority-owned subsidiary of Reliance Industries (RIL), is a next-generation technology 

platform focused on providing high-quality and affordable digital services across India. It 

is already the market leader in the Indian telecom sector with more than 388 million 

subscribers. Jio Platforms has made significant investments across its digital ecosystem, 

powered by leading technologies spanning across broadband connectivity, smart devices, 

cloud and edge computing, big data analytics, artificial intelligence, Internet of Things, 

augmented and mixed reality and blockchain. With its list of investors akin to a Who’s 

Who of Private Equity and technology giants including Google and Facebook, RJio is well 

positioned to bring transformational changes to the Indian digital services space. RJio has 

already made India the highest quality affordable data market in the world. With the 

strategic partnership of Google where RJio will jointly develop affordable entry level 

smartphones for 5G, RJio should continue to maintain and widen its lead over its telecom 

peers in India. We also believe this development should eventually be negative for 

Chinese hardware vendors like Oppo, Vivo, Realme, OnePlus and Xiaomi which currently 

dominate the Indian smartphone market with nearly 80% market share. It is also worth 

noting that while RJio is valued at USD 65bn, Facebook and Google bought their 

respective stakes at a 12.5% discount, pegging RJio’s valuation at USD 58bn. It is 

understood that financial investors have paid a premium over strategic tech investors as 

the latter are bringing their own technology expertise to the deal.  

Looking at the bigger picture, it is very interesting to see how the Indian technology space, 

and particularly everything that revolves around the new economy and networks, has 
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become a battleground between the Chinese and Western spheres of influence and 

technology giants. It should not come as a surprise given the size and potential of the 

market. In the past few weeks it appears more and more that the Chinese players are 

losing ground as the incident at the border between the two countries sparked a number 

of retaliatory measures (our paper entitled “How TikTok became a political pawn in India” 

is available here) and the emergence of nationalistic anti-Chinese reactions. Whether this 

will be a lasting trend remains to be seen. 

Reliance industries (RIL) is one of our Asian portfolios stock and we welcome these 

positive developments which should be beneficial to the company over the long run. 

Google’s strategic partnership along with Facebook should enable RIL to become an 

undisputed leader in the technology space in India. 

—————————————————————————————————— 

Global leader in chip design ARM is for sale 

Japanese telecommunication service provider Softbank announced last week it was 

considering selling one of its core investment holdings: British chip designer ARM. 

Softbank has been investing in world’s leading technology companies for years and ARM 

became one of their core holding after the group privatized it in 2016. It was Softbank’s 

largest-ever acquisition at the time.  

Despite not being a household name, ARM is quite simply the most important company 

within the global smartphone supply chain. It has a total monopoly in smartphone chip 

design, i.e. it is the company that is responsible for the architecture of a mobile phone. 

ARM’s chip design is used by nearly every mobile CPU (“Central Processing Unit”) maker 

including Apple, Samsung, Huawei (HiSilicon), Qualcomm and Mediatek. Despite having 

tried, ARM’s larger competitor Intel that specialises in computer CPUs could not penetrate 

the mobile CPU market due to ARM’s superior power-consumption and application-

specific processing capabilities which are critical for smartphones. 

Softbank was hit in the recent months by some financial hardships and has decided to sell 

some of its investments, including ARM. At this point the management of Softbank has 

not decided yet how it will proceed. It is considering either a trade sale or an IPO. In case 

of a trade sale, it is very likely that mobile chip makers globally will line up to buy ARM as 
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the winner will gain the ability to rule the global mobile chip market the same way Intel 

rules the personal computer and server markets.  

However, the recent geopolitical turmoil may hinder the deal prospects. If, for instance, 

Apple were to buy ARM, China’s fair-trade commission will most likely block the deal. 

Indeed, if ARM were to become an American company, all Chinese phone makers would 

end up having major difficulties producing phones. The same problem would apply the 

other way round if Huawei, for instance, were to buy ARM. The US government would 

quite certainly veto the deal. One way out of this deadlock may be an outside buyer with 

ties to both countries such as a Japanese or a Korean company. In such a scenario 

Samsung Electronics could be a good candidate.  

Another plausible solution may be that Softbank will retain a controlling stake in the 

company and list a minority holding in either London or Tokyo. Such an IPO would likely 

be very popular. Not only is the financial performance of the company very strong, but 

both American and Chinese customers of ARM would likely want to become strategic 

investors to secure their technology.  

Whether through a trade sale or an IPO, the change of ownership of ARM will be a test 

for global free trade amidst the current rise of protectionism. The sale of ARM may have 

a significant impact on the smartphone market years to come. It may also turn out to be 

a very difficult company to sell. 

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