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Week of 26th October 2020 

What’s on our mind this week? 

Ant Group comes to the market 

We wrote about Ant Group when it filed its prospectus on 25th August 2020 without 

specifying the listing date (article available here). On 26th October 2020, Ant Group 

opened subscription of its H shares in the Hong Kong market with the expected listing 

date on 5th November 2020. There will also be a concurrent dual listing of Ant Group on 

the STAR board of Shanghai, also known as the Science and Technology Innovation Board. 

The total capital to be raised is expected to be at least USD 34.5bn making it the largest 

capital raising in history, surging past Saudi Aramco which raised USD 29.4bn in January 

2020. Ant Group is looking to list 5.5% of its equity in return for USD 17.2bn in each of 

the two markets, valuing the company at approximately USD 315bn. The current valuation 

significantly exceeds the initially rumored valuation of USD 225bn, but it remains in line 

with our expectation of seeing the valuation range inch upwards as we get closer to the 

IPO date. The IPO is valued at a 2020 estimated price earnings ratio of 46x and 32x 2021 

(e), which is certainly not cheap, but not outrageous either given the fact that Chinese 

internet platforms are trading on average at 34x FY21 (e).                                       

To remind our readers, Ant Group generates its revenues from digital payment services 

and digital finance technology platforms. Digital payment service revenues come from 

transaction fees which are based on a percentage of transaction volume done through its 

Alipay app. The digital finance technology platforms generate technology service fees 

that are calculated as a percentage of revenues derived from the partnering with financial 

institutions operating in three major domains namely CreditTech, InvestmentTech and 

InsureTech. Ant Group remains the undisputed market leader in these three domains, 

having processed through its payment platform RMB 118 trillion of transactions over the 

12 months to June 2020 (equivalent to approximately USD 17 trillion). Despite its 

mammoth scale, Ant’s growth has remained strong over the past few years and continues 

to remain robust, which should remain supportive of its rich valuation.  
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Standard and Poor’s enters the Exchange Traded Onshore Bond Market 

 

Last week it was reported by Chinese newspaper Caixin that S&P Ratings (China), S&P 

Global’s wholly owned Chinese subsidiary won approval from China’s securities watchdog, 

China Securities Regulatory Commission  (CSRC)  to carry out credit ratings business in 

China’s exchange-traded bond market, making it the first wholly foreign-owned credit 

ratings agency to do so. 

 

S&P Ratings (China) was set up in June 2018 and first won approval from the PBoC, the 

Central bank, to rate bonds in the larger interbank market in January 2019. The agency 

issued its first rating of an onshore bond in July 2019 when it rated ICBC Financial Leasing 

with a ‘AAA’ rating, the highest grade on the ratings scale for China. Do note it does not 

correspond to the same rating on its global scale.  

 

As a result, S&P Ratings (China) now has the ability to rate every onshore Chinese bond 

in the universe as the onshore bond market maintains two distinct sub-markets: 1) The 

Exchange Traded Bond market which is regulated by the CSRC; and 2) the Interbank Bond 

Market which is regulated by the PBoC. Of the two sub-markets, the Interbank Bond 

Market is significantly larger and more liquid, accounting for over 90% of total trading 

volume, for 90% of total bonds outstanding (RMB 80.7 trillion compared to RMB 7.9 

trillion) and for 97% of trading volumes at the end of October 2019. 

 

This is another clear sign of a maturing onshore bond market which the fixed income 

team at JK Capital has become increasingly part of via the Bond Connect platform. With 

a such a well-established foreign rating agency like S&P making a big step into the 

onshore bond ratings market, it should give further comfort to foreign investors who have 

been reluctant to invest in the corporate onshore bond market. 
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