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Week of 27th July 2020 

What’s on our mind this week? 

China’s largest fintech plans for IPO 

Over the past week, Alibaba's fintech arm Ant Financial announced that it has started the 

process of a concurrent initial public offering (IPO) on the Shanghai STAR Market and 

Hong Kong Stock Exchange bypassing the Nasdaq as Chinese companies seek listing 

closer to home. Last year Alibaba raised US$13bn through a secondary listing in Hong 

Kong followed by NetEase and JD.com. Ant’s Hong Kong IPO also shows Alibaba 

downplaying the Hong Kong new national security law. Ant, based in China’s eastern city 

of Hangzhou, is 33% owned by Alibaba Group Holding Ltd and is controlled by Alibaba 

founder Jack Ma. In 2018, Ant raised US$14bn in a fundraising round valuing the company 

at US$150bn. Currently, market consensus suggests that the valuation could be around 

US$200bn. Ant is said to be looking at selling 5-10% of its share capital in the IPO which 

would make it one of the world’s biggest listings this year.   

Ant Financial was established in 2014. The company is well known for operating the 

popular mobile payment platform Alipay alongside Tencent’s WeChat Pay. These two 

companies are the practical duopolies in China’s mobile payment industry with an 

estimated market share of 90-95% in mobile payments. As per unconfirmed market 

estimates, Ant Financial is estimated to have generated US$1.7bn in pre-tax profit for the 

first nine months of 2019. Ant has more than 900mn annual active users in China and 

more than 1.2bn annual active users worldwide. Ant Financial in addition to payment 

services provides financial services such as wealth management, micro loans, insurance 

and credit services. Through data accumulated from its payments business, the company 

cooperates with several financial companies to provide varied financial services to its 

customers. Among the 900mn active users of Alipay, more than 80% have used more than 

three out of the five services and over 40% of active users have used all the five services 

provided by Ant. The four digital financial services, i.e. wealth management, micro loan, 

insurance, and credit services, are available to more than 740mn Alipay users and 28mn 

small and micro companies. Yuebao, which is Ant’s money market fund, is widely popular 

among Ant’s user base and is estimated to be used by one third of the Chinese population 

with an AUM of US$157bn in December 2019. The fund was originally set up in 2013 by 

Alibaba to help users of Alipay invest their idle cash. Ant Financial is a bellwether in the 

Chinese internet finance space covering everything from wealth management to 
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payments to credit scoring. From a portfolio perspective, our equity funds hold Alibaba 

shares. Ant financial is 33% owned by Alibaba and a strong listing of Ant Financial should 

augur well for Alibaba’s shareholders. 

—————————————————————————————————— 

Tectonic shift in chip manufacturing 

Last week, chip manufacturing giant Intel announced a news that made ripples 

throughout the industry. At the core of the announcement is the fact that Intel is 

experiencing delays of at least 12 months to start manufacturing 7nm chips (7 

nanometers), the current state of the art in chip technology. This means Intel will not have 

the ability to produce them until 2022 or 2023. The previous models, the 10nm which Intel 

currently manufactures, had known similar delays. Initially expected for 2017, Intel only 

started producing them in 2019. This delay will consolidate the lead of TSMC and 

Samsung in chip manufacturing as both companies already produce 7nm chips. Both are 

even already progressing on the next generation of chips, the 5nm.  

The news is also good for chip designers who outsource their production to TSMC, such 

as AMD, as their products will keep some technological advance on Intel’s products. They 

will likely gain some market share. Facing this situation, Intel hinted during its conference 

call that Intel chips may not have to be manufactured by Intel going forward. The company 

is weighing the possibility of using third-party semiconductor manufacturers to build 

certain chips until its own manufacturing catches up to the competition.  

Should that happen, TSMC and Samsung are the main candidates to manufacture the 

outsourced Intel chips, with a clear advantage for TSMC as Samsung just started 

producing 7nm chips. Since the announcement Intel’s share price dropped 18% while 

TSMC gained 20%. This made TSMC the 10th largest company in the world with a 

US$432bn market capitalisation and the first Taiwanese company to make it to that list.  

TSMC is one of the core holdings of our Asian equity portfolios as we see strong positive 

trends for the chip manufacturer globally. This piece of news only added to our conviction. 
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