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Week of 8th February 2021 

What’s on our mind this week? 

The Chinese Instagram lists in Hong Kong 

It is a name very few people outside China know but Kuaishou (or “Fast Hand” in Chinese) 

is one of the Chinese social media landscape’s most successful apps in the recent years. 

It is a short video platform and, although the format is a bit different, it is often compared 

to Instagram as users come to Kuaishou for the same reasons they go to Instagram - 

“time-killing fun”. The principle is that viewers can passively watch entertaining contents 

recommended by an artificial intelligence. In Kuaishou’s case, it can be 15-second videos 

of cats and dogs, people dancing, or various local news. Contents on Kuaishou tend to be 

on the humoristic side while many could define Instagram as more aesthetic or “posh”.   

Kuaishou started as a meme editor before it evolved into the short-form video platform 

it is now, following the footsteps of the successful Tiktok, like many other platforms 

around the world have been doing (Reels in the US, Moj in India). Kuaishou is one of the 

players which executes this strategy in China with the most success.  

Kuaishou’s active users are increasing fast. In 2017, the number of daily active users (DAU) 

was 66.7m people. It increased to 117m in 2018, and 258m in the first half of 2020, 

quadrupling in the space of 3 years. The active users’ daily time spent on the Kuaishou 

platform also grew to reach today 85 minutes, a similar amount of time to what users 

spend on WeChat, Tiktok, or Bilibili. Based on the number of active users and time spent 

data, we have estimated that Kuaishou’s share of time spent on a mobile app has reached 

4.9% in 2020. This is more than Tencent’s popular game, Honor of Kings, or Baidu’s video 

platform Iqiyi. Its penetration is however still smaller than it is for TikTok or for the leading 

Chinese social network platform, WeChat. Nevertheless, among Chinese mobile video 

platforms, Kuaishou is the second most popular app. 

Mobile time share is a particularly important metric as it indicates how future advertising 

revenues will look like. In Kuaishou’s case, since it already has half of Tiktok’s mobile time 

share (penetration x time spent) but only has 1/7th of its advertising revenues, one can 

anticipate a significant revenue growth potential. 
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Source: JKC Estimates, based on company disclosure, February 2021 

Last week Kuaishou successfully listed in Hong Kong. It was one of the most anticipated 

IPOs of the past few months, attracting the same level of interest as Ant Group did last 

year. The attractivity of short video platforms and the strong revenue growth potential of 

Kuaishou were no doubt behind the frenzy it generated. At its IPO price, the company was 

valued at USD50bn. On its first day of trading, it soared to USD160bn. Compared to its 

peer group of companies such as Bilibili (USD48bn), MangoTV (USD22bn), and Iqiyi 

(USD18bn), Kuaishou’s valuation seems rather stretched. Kuaishou has already entered 

the realm of internet giants such as Meituan (USD300bn), or Pingduoduo (USD240bn). 

Yet, the business model faces some challenges. Advertising revenue contribution is still 

low. 70% of revenue is generated from gifting during live broadcasts. This business model 

is highly dependent on a small group of dedicated fans and may not be a stable revenue 

source in the long run. If content creators were to move away from the Kuaishou platform, 

or if the government was to make changes to the broadcasting regulation, this revenue 

could easily become vulnerable. Thus, a conversion to an advertising-based business 

model is highly required for the perennity of Kuaishou. 

The IPO of the “Chinese Instagram” was a major event which positively impacted other 

online media companies like Bilibili, the “Chinese YouTube” which we own. The listing of 

ByteDance (Tiktok), the biggest competitor of Kuaishou and leading mobile video 

platform, is expected in the summer of this year. Seeing the popularity of Kuaishou’s 

listing last week it will no doubt be another major event for the Hong Kong stock market 

and for the online media industry in China as a whole.  
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India’s budget – Growth taking precedence over financial discipline 

Last week India released its budget for the financial year starting in April 2021 and ending 

in March 2022 (FY22). The fiscal deficit for FY21 ending March 2021 is now projected to 

be at 9.5% of GDP, higher than the earlier budgeted 3.5% of pre-Covid times. Fiscal deficit 

is expected to come down to 6.8% of GDP in FY22 and to decline further to less than 4.5% 

of GDP by FY26. The budget was positively received by the markets as it is perceived to 

be focused on promoting growth. It is more expansionary than consensus expectations 

which projected the fiscal deficit to remain between 7.2% and 7.5% for FY21 and 5.2%-

5.5% for FY22. 

On the reforms side, the government announced several measures to improve the health 

of the financial sector. This includes INR200bn (USD2.7bn) of capital infusion into public 

sector banks and INR200bn (USD2.7bn) towards the creation of a development finance 

institution for funding long term infrastructure projects that are unviable for banks to fund 

given their long gestation. The budget also announced the creation of asset 

reconstruction companies (ARCs) and asset management companies (AMCs) to take over 

the distressed assets of the banking sector and to enable the banks to dispose of them 

faster. This should help the banks free up their energies to focus on their lending business 

while the non-performing assets will be taken care of by professionals with experience in 

distressed asset management. As part of the financial markets opening efforts, the limit 

on foreign direct investment (FDI) in Indian insurance companies was lifted from 49% to 

74% which had been a demand from the industry for a long time. This is timely as the 

insurance sector is capital intensive and as the pandemic curtailed many solvency 

positions, further requiring them to seek capital infusions to conserve their solvency 

margins. 

Disinvestment continues to remain critical in funding the budget. The government aims 

to raise INR1.75 lakh crores (USD25bn) through divestments with INR90,000 crores 

(USD12.7bn) coming from the listing of Life Insurance Corporation of India. Strategic sale 

of the Bharat Petroleum Corporation Limited (BPCL), IDBI Bank, Air India, Shipping Corp 

and Container Corp are expected to be completed in FY22 as part of the divestment plan. 
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Significant infrastructure pushes could also be witnessed mainly for the states of Assam, 

Tamil Nadu, Kerala and West Bengal that are scheduled to have state elections in the 

coming few months. The allocation towards highway projects in these states amounted 

to INR 227,000 crores (USD31bn). The government’s capital expenditure as a proportion 

of GDP is expected to pick up from 1.7% in FY20 to 2.3% in FY21 and 2.5% in FY22 reaching 

a 17-year high. 

Direct taxes were largely untouched. Some extensions were given on existing tax holidays. 

The tax exemption on home loans was extended by one year to FY22. Tax holidays for 

developers of affordable housing projects was extended by one year to FY22. Tax holidays 

for start-ups were extended by another year to FY22. In a move aimed at attracting aircraft 

leasing companies, the finance minister announced a tax holiday for aircraft leasing 

companies in Gujarat International Finance Tec (GIFT) city. As per the announcement, 

aircraft leasing companies based out of GIFT city would get a tax holiday on capital gains 

and rental income earned. 

Overall, the budget appeared expansionary and focused on capital expenditure growth 

and infrastructure development while pushing the fiscal targets down the road. 
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