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Despite COVID-19 wrecking havoc on Main Street’s real economy, stock
valuations on Wall Street have diverged significantly from the outlook for
the real economy, particular in the technology sector where optically
valuations are near all-time highs. In our view, the valuation in the
technology sector is expected to grow , as we believe that real structural
growth is increasingly scarce in the world whilst interest rates continue
lower (and threaten to turn negative).
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The Thriving Technology
Ecosystem in Asia
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Over in the US we have the widely followed FAANGs
(Facebook, Amazon, Apple, Netflix, Google), and
across the Atlantic here in Asia, most would have
heard of the acronym BAT (Baidu, Alibaba, Tencent).
Beyond these well-known tech giants though, we are
fortunate to have a deep and thriving technology
ecosystem in Asia. Most of these companies are onpar with leading edge Developed Market technology
firms, and in some cases are leapfrogging the
developed markets and introducing cutting edge new
ideas.

WITH COVID-19 IMPACTING DISCRETIONARY
SPENDING, DEMAND WAS PARTICULARLY
STRONG FROM CONSUMERS AND RETAILERS
For today, the spotlight is on the e-commerce space in Asia. We have just had one of
the most successful “618” shopping festivals this year. The 618 shopping festival
(named after the date it’s held on - June 18th) was initially introduced by JD.com to
celebrate their anniversary. Since then, it has become a mainstay shopping festival.
With COVID-19 impacting discretionary spending, demand was particularly strong
from consumers (pent up consumption) as well as retailers (for inventory clearance
and to make up for lost sales). The top two platforms in China, Tmall/Taobao and JD,
totaled over USD 140 billion1 of GMV (gross merchandise value). In the case of JD,
China’s second largest platform, that was an acceleration to a 34% YoY1 growth rate,
from an already high base. The third largest platform, PinDuoDuo, though it did not
reveal its GMV, disclosed that their order value grew by 119% YoY2.
Against such strong growth and attractive potential, it is no wonder that we see strong
competition between the players, and repeated incursions from upstarts. The
incumbents are certainly not resting on their laurels, they are constantly coming up
with new innovations to fend off competitors.

1Figure
2Figure

obtained from the announcement by Alibaba and JD. Date: 19 June 2020
obtained from the announcement by PinDuoDuo. Date: 19 June 2020
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Digital Commerce
Development in
North Asia
When Asian e-commerce first developed
more than 10 years ago, most firms had to
rely on cash on delivery as credit card
adoption was low. But out of pure
necessity, the Asian fintech industry has
leapfrogged the Developed Markets. Faced
with a large population of migrant workers
(no stable address for credit card checks), a
less mature cash based economy (often no
payslips or tax history) and no established
centralized credit bureau; coupled with
rapid adoption of smartphones, China
leapfrogged the credit cards stage and
developed QR codes and mobile e-Wallets
as the default for electronic payments.
Today, we are familiar with Alipay
(established in 2004) and WeChat Pay
(launched in 2013) who represent a
combined GTV (gross transaction value) of
over USD 40 trillion annually. Both firms are
experimenting with doing away with QR
codes and paying with facial recognition.
Asia has also developed its own unique
social spin on e-commerce. In fact, the
acronym “KOL” (Key Opinion Leader) has its
origins in Hong Kong, as opposed to the
then popular term “Influencer” to describe
the same in Developed Markets. Recent
developments include the growing
popularity of live-streaming e-commerce
where KOLs such as Li Jiaqi (aka China’s
Lipstick King) sold over US$145 million3 of
lipsticks in a single day.

3Source:
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Alipay’s smile to pay launched in
conjunction with KFC
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With your typical e-commerce platform
receiving commissions and equivalents of
between 3-5% of GMV, it is no wonder that
new players are entering the fray. Erstwhile
entertainment focused companies such as
Bytedance (famous for its TikTok and
Douyin apps) and Kuaishou are also
introducing e-commerce on their apps as a
means of monetizing their user traffic.

SCMP. Date: 9 March 2020
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ASEAN Leading The Digital Commerce Race
Alongside the continued growth in China, competition is also heating up in Southeast
Asia. Whilst ASEAN has its own developmental challenges (diverse language and
cultural differences, less mature logistics infrastructure, less mature fintech
infrastructure), it represents a very attractive growth market. E-commerce penetration
rates are much lower, for example at under 10% in Indonesia compared to almost 30%
in China and Korea4, representing a large untapped market potential. ASEAN also has
a younger demographic which is more likely to adopt e-commerce. We believe that
COVID-19 will prove to be a critical turning point that will drive e-commerce adoption
rates in ASEAN.

E-commerce
Penetration in ASEAN
and Latin America
Though the ASEAN e-commerce space is
relatively less mature than China’s, China’s
giants are already making their presence
felt. The largest and best players are often
backed by China’s tech giants, and draw
upon their years of experience as well as
financial prowess. For example, Shopee
(listed and investee of Tencent), Lazada /
Redmart (wholly owned by Alibaba) and
Tokopedia (investee of Softbank /
Alibaba).
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These are just some of the trends we
currently observe in the e-commerce
space in Asia. ASEAN/emerging markets.
Source: Goldman Sachs. Date: 17 June 2020
4Physical
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goods excluding digital goods / B2B, source: Euromonitor, Goldman Sachs. Date: 10 March 2020
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Disclaimer
This advertisement or publication has not been reviewed by the Monetary Authority
of Singapore. It is for information and it is not a recommendation, offer or solicitation
for the purchase or sale of any capital markets products or investments and does not
have regard to your specific investment objectives, financial situation, tax position or
needs. The information contained herein is confidential and must not be published,
reproduced or distributed in whole or part to any other person without the written
consent of Lion Global Investors Limited (“LGI”), and is not intended for use by any
person other than the intended recipient. This publication may not be transmitted into
any jurisdiction or to any person where any recommendation, offer or solicitation is
prohibited (including Canada, Japan, the United States of America) or to US persons
(as such term is defined in Regulation S under the US Securities Act of 1933). Any
information (which includes opinions, estimates, graphs, charts, formulae or devices) is
subject to change or correction at any time without notice and is not to be relied on
as advice. Investments in our funds are not obligations of, deposits in, guaranteed or
insured by LGI or any of its affiliates and are subject to investment risks including the
possible loss of the principal amount invested. You are advised to conduct your own
independent assessment and investigation of the relevance, accuracy, adequacy and
reliability of any information contained herein and no warranty is given and no liability
is accepted for any loss arising directly or indirectly as a result of you acting on such
information. LGI, its related companies, their directors and/or employees may have
positions in the products mentioned in this publication and be engaged in purchasing
or selling of such products for themselves or their clients. You may wish to seek advice
from a financial adviser before making a commitment to undertake any investment. In
the event that you choose not to seek advice from a financial adviser, you should
consider carefully whether the investment is suitable for you.
References to specific corporations/companies and their trademarks are not intended
as recommendations to purchase or sell investments in such corporations/companies
nor do they directly or indirectly express or imply any sponsorship, affiliation,
certification, association, approval, connection or endorsement between any of these
corporations/companies and Lion Global Investors Limited or the products and
services of Lion Global Investors Limited.
Lion Global Investors® Limited (UEN/ Registration No. 198601745D) is a Singapore
incorporated company, and is not related to any asset or fund management entity
that is domiciled in Europe or the United States.
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