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Week of 18th January 2021 

What’s on our mind this week? 

Data Privacy in China – New regulations are about to transform China’s internet 

landscape 

Last week, the People’s Bank of China (PBoC), China’s Central bank, proposed new 

regulations on personal and corporate credit data collection, aimed at improving data 

privacy protection. A draft set of the rules were published on 11th January 2021 following 

a State Council meeting presided over by Premier Li Keqiang on 25th November 2020 that 

discussed the construction of a social credit system in an orderly and healthy manner.  

The State Council meeting discussed several issues on whether and to what extent credit 

information can be shared and disclosed and if the data collection adheres to principles 

of lawfulness and necessity. The State Council meeting was preceded by the Standing 

Committee’s first draft of Personal Information Protection Law (PIPL) which was opened 

for public consultation on 21st October 2020. The consultation window closed on 19th 

November 2020. The draft PIPL proposes significant penalties for serious violations 

including rectification orders, confiscation of illegal gains, business suspension, revocation 

of business licenses, and fines up to RMB 50m or 5% of turnover in the previous year. 

The PBoC, on the back of its new regulations, mentioned that lack of clear regulations in 

the past led to ambiguous credit reporting boundaries for companies and inadequate 

data protection rights. Through its recent draft, PBoC aims at preventing abuse of 

personal and corporate credit information and safeguarding the security of credit 

information in addition to preventing data leakage. PBoC’s draft regulation prescribes 

several areas of improvement with respect to personal data protection. Going forward 

and assuming this draft regulation becomes law (and it probably will), all companies when 

collecting personal data on individuals or corporations will need to disclose such 

individuals and corporations how the data will be used and will need to seek their explicit 

consent. Individuals and corporations whose data are collected by credit reporting 

companies have the right to request such companies to disclose their full credit reports. 

Credit reporting companies should abide by the principle of “collecting as little 
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information as possible and only collecting necessary information” and must not gather 

information illegally, as per the draft. 

The PBoC’s latest regulation about personal data protection comes as part of a 

coordinated effort coming from diverse governance bodies. The Chinese government 

issued several policies last year and made major revisions to the Anti-monopoly law 

expanding its scope to cover internet companies for the first time. PBoC, in an explanation 

accompanying the draft, said the new regulations are aimed at improving the 

transparency of credit reporting and protecting the legal rights of individuals and 

companies. PBoC’s regulations come as the last stroke in an effort that started in 2016. It 

is an extension of the anti-monopoly drive China launched to curb the growing 

dominance of internet giants (e.g. Alibaba, Ant Group, Tencent, Meituan, Pinduodo 

among many others). Already, on 10th November 2020, China’s antitrust watchdog, the 

State Administration for Market Regulation (SAMR), issued a draft of the “Guidelines for 

Anti-monopoly in the Platform Economy” aimed at preventing monopolistic behaviour in 

the internet space and promote sustainable and healthy development of the online 

economy. The current set of PBoC regulations are issued in fast succession, further 

cornering the internet giants in addition to smaller players. 

Zhou Xiaochuan, a former governor of China’s central bank, warned in a speech last year 

that internet and tech giants hold vast amounts of data and dominate the markets 

creating monopolies that restrain fair competition. In December 2020, SAMR warned 

several internet companies including Alibaba, Tencent, JD.com, Meituan, Pinduoduo and 

Didi to stop illegally collecting customers’ personal data that serve their turf wars within 

the space of online group grocery-buying. Leading internet platforms including Meituan 

and Didi were also criticised for using their algorithms to hike prices or apply 

discriminatory pricing to certain users.  

As Chinese regulators carry this antitrust drive by putting big tech companies’ 

overwhelming control of users’ data under closer scrutiny, SAMR’s chief mentioned that 

the regulator will closely monitor new trends and block companies from using their 

advantages in data, technology and capital to disrupt fair competition. The last-minute 

cancellation of the Ant Groups’ IPO on the back of its euphoric rise in valuation 

expectations also requires a special mention here as Ant’s unparalleled dominance in 
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China’s fintech space came from the depth of its database. SAMR highlighted last week 

that enhancing anti-monopoly rules will be a top priority in 2021. 

Separately, a few weeks ago, we also wrote about China’s digital yuan which will likely 

have an impact on the market dominance of the payment duopolies Alipay and Tenpay. 

In addition to its market share gain in digital payments with the gradual roll out of digital 

yuan, PBoC will eventually create a comprehensive digital data trail independent from the 

internet giants. While PBoC works towards giving Beijing unprecedented real time 

financial insight into the spending behaviour of its citizens through the digital yuan, it is 

also tactically addressing the dominance that a few corporates managed to gain by 

collecting massive amounts of private data. As part of a coordinated effort, we believe 

PBoC is aptly and skilfully shifting the balance of power from a few individual corporates 

to the State. 

—————————————————————————————————— 

China property wobbles in the Asian bond market 

There has recently been an increase in the international media coverage of a Chinese 

property developer, China Fortune Land (CFLD), which has seen some volatile price action 

in its bonds since the start of the year. The volatility has largely been fuelled by recent 

market rumours regarding speculation of reduced support from its key strategic 

shareholder, Ping An Life Insurance (China’s largest insurance company with total assets 

of over CNY 8 trillion and a 25% holding of CFLD). In December, CFLD had informally 

guided that it expected to announce by the end of that month the signing of a 

cooperation agreement between 29.7%-shareholder, Chairman Wang Wenxue and Ping 

An. However, investors have been growing frustrated over the lack of announcement on 

the matter since. CFLD’s General Manager, Neal Wang, held an investor call on 13th 

January 2021 to address market concerns, mostly denouncing the rumours and advising 

investors not to trade on misleading and false information while announcing that the 

agreement with Ping An remains ongoing and that investors would need to wait for the 

eventual public announcement for more details. 

We have done a deep analysis of CFLD and believe the concerns over Ping An’s support 

are overdone, given the insurer’s high exposure to the company. In addition to being 

CFLD’s second largest shareholder, Ping An is also the property developer’s largest 
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creditor and it is reported that Ping An’s total exposure, including equity, is over CNY 

80bn. Concerns were heightened on 11th January 2021 as a rumour started circulating that 

Ping An had exercised a put option on some of CFLD’s 4.88% 2023 bonds (a CNY 1.5bn 

issue). However, it emerged on Tuesday that Ping An only exercised the put option for 

about CNY10m of the notes, which were held by one of its wealth management products. 

We then noticed some bottom fishing of CFLD’s USD bonds as they jumped 5-7 points 

on Tuesday.  

The company has deep ties with local governments in China. It is renowned for partnering 

with them to develop industrial cities, this activity accounting for more than 50% of the 

company’s revenues. These local ties helped CFLD tap into credit lines with local banks 

thereby diversifying its funding channels. 

There has been limited spill over from the CFLD situation into the wider China property 

bond market. CFLD bonds themselves will likely remain weak until the company makes a 

more formal announcement although we currently do not see any imminent default risk. 
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