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Highlight of this issue — Ant Group vs. JD Digits: Different strategies

Figure 1: Key financial ratios of Ant Group and JD Digits
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Valuation: US$250bn vs. RMB200bn — Ant is 8x of JD Digits

Following Ant Group, JD Digits eyed a STAR market IPO, aiming to raise approximately RMB20bn for a
valuation of around RMB200bn, implying 11x 2019 P/S and 195x 2019 P/E. Earlier, Ant Group passed
hearing for STAR market and HKEX IPO, to raise USS35bn at a valuation of US$250bn, implying 14x
2019 P/S and 70x 2019 P/E.

In 1H20, Ant’s revenue reached RMB72.5bn, up 38% YoY; JD Digits' revenue was RMB10.3bn, up 27%
YoY. Ant is supported by the wide range of scenarios in Alibaba’s ecosystem, owning more than 1
billion active Alipay users, and has established a diversified financial product portfolio. In 1H20, Ant’s
non-IFRS attributable net profit was RMB23.9bn, close to RMB24.2bn for 2019 vs. JD Digits’ 1H20
recurring net profit at RMB390mn.
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Consumer credit businesses were the primary revenue driver for both Ant and JD Digits

For both companies, consumer credit businesses have been the most important source of
revenue, and consumer loan revenues of both companies reached a historic high in terms of
the percentage of total revenue in 1H20. Credit businesses, including Huabei (f£M1) and Jiebei
(&), grew by 57% YoY and contributed 39% of Ant's revenue. The revenue from JD Digits’
two core consumer lending products, JD Baitiao (FTZ= %) and ID lJintiao (;ZR £ %), reached
RMB6.9bn, accounting for 43% of revenue.

Figure 2: Ant Group revenue breakdown: Credit businesses became the largest revenue source, while digital payment
and merchant services’ proportion in total revenues shrank
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Figure 3: JD Digits revenue breakdown: Consumer credit businesses are taking a higher proportion
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As the parent company of Alipay — China's largest mobile wallet, Ant derived 36% of its revenue
from digital payment and merchant services in 1H20 — though contribution in revenue has been
declining due to fast growth in credit and wealth management businesses in the past three
years. Different from Alipay which has gone beyond Alibaba, JD Digits’ payment services mainly
relied on JD Group’s e-commerce business. In 1H20, revenues from payment took up only 9% of
ID Digits’ revenue. Ant has a stronger presence in wealth management, insurance and other
financial services, with its Yu’ebao (& &1=) and Xianghubao (#8 B =) winning great popularity.
JD Digits started late and focused more on cloud solutions for financial institutions.




Compared to financial services-centric Ant, JD Digits offers non-financial tech services,
providing smart marketing, smart city digital solutions and the like for government agencies
and merchants. From 2017 to 1H20, JD Digits’ revenue from digital solutions for governments
and other customers increased from 1% to 6% of total revenue.

Different core tech layouts: Ant focuses on FinTech, JD Digits develops non-financial tech

A comparison of the two giants’ core technology direction can reveal very different strategies.
JD Digits covers a wide range of non-financial technology from smart robotics, loT to self-
driving, while Ant focuses on FinTech, especially security and risk management. Ant inherits
Alibaba's technical strength, and its financial-grade distributed database OceanBase challenges
the dominating role of Oracle. Besides Alipay and MYbank, OceanBase has been adopted by

financial institutions such as ICBC and PICC Health Insurance. The database localization trend in

China’s financial industry will present huge opportunities for OceanBase. This year, Ant
upgraded the Ant Chain brand to promote commercial application of blockchain and unveiled
Trusple at the Bund Summit recently. Trusple is a cross-border trade and financial services
platform based on Ant Chain, to solve the trust issue in international trade financing.

Figure 4: Ant Group and JD Digits core technologies overview: JD Digits’ tech portfolio is more diversified
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Tightening regulations posing new challenges to both companies

According to China’s newly announced regulations on financial holding companies, companies
with actual controls in two or more types of financial institutions and financial assets exceeding
RMB500bn should be regulated by PBOC as a financial holding company with capital and
shareholder requirements. Ant Group holds a more comprehensive series of financial licenses,
including payments, banking, insurance, funds, small loans, consumer finance and so on, while
JD Digits owns licenses of small loans, payments, funds, insurance, consumer finance,
commercial factoring, etc. Ant Group has announced that it will apply to set up a financial
holding company with its wholly-owned subsidiary Zhejiang Finance Credit. JD Digits has not
disclosed its plan yet. In addition, in 2020, the PBOC started to tighten the rules on loan
facilitation businesses by FinTech companies for banks, focusing on loan size, delinquency rate
and other metrics.

Figure 5: Ant Group key subsidiaries overview
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Source: Company data, AMTD Research
Note: Zhejiang Finance Credit, the wholly-owned subsidiary for financial holding company license, is not included in the chart.

Figure 6: JD Digits subsidiaries overview
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JD Digits has a higher R&D expense percentage over revenue, but with lower average salary

JD Digits’ R&D expense as a share of revenue has been higher than that of Ant. but Ant has a
higher average salary for engineers. As of June 30, 2020, Ant Group had 10,646 employees in
technology function, and JD Digits had 6,969 R&D and professional personnel, accounting for
64% and 70% of total employees, respectively. In 1H20, R&D expenses excluding share-based
compensation accounted for 5.7% and 14.8% of total revenues of Ant and JD Digits,
respectively. But during the same period, the average monthly salaries of Ant’s engineers
(excluding share-based compensation) reached RMB52,000, compared with RMB31,000 of JD
Digits. In addition, in 1H20, JD Digits’ sales & marketing expenses (excluding share-based
compensation) accounted for 28% of total revenue, much higher than that of Ant Group (8%),
mainly because Ant Group made significant investments (over 50% of revenue) for user and
merchant acquisition in 2018. The 2018 investment drove user engagement, and the
competitive landscape of payments has stabilized thus a lower spending since then.

Jack Ma and Richard Liu remain to be the ultimate controllers

Jack Ma Yun and Richard Liu Qiangdong remained their strong controls of both companies. Jack
Ma is absent from Ant's board, while Richard Liu remains Chairman of JD Digits. While Jack Ma
only owns 11.3% of Ant’s interests indirectly before listing, he effectively controls 50.52% of
Ant’s voting rights through Hangzhou Junhan and Hangzhou Junao. Richard Liu directly holds
8.86% of shares in JD Digits, and indirectly owns 41.49% of JD Digits’ shares through Sugian
Juhe, Boda Heneng and Linghang Fangyuan — totaling 50.35% of the overall shares before IPO.
JD Digits started to adopt the dual class voting structure in June, with Liu actually holding
74.77% of its voting rights. Ant does not have special voting rights, but Ma has a veto right in
essence over some significant matters.

Figure 7: Ant Group shareholding structure
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Figure 8: JD Digits shareholding structure
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Talents: Many Alibaba/Ant veterans in Ant while more new blood in JD Digits

Most of Ant's board/senior management have been working in Alibaba/Ant for a long time and
hold more shares. The Chairman of Ant is Eric Xiandong Jing, former President of Ant Financial
and Chairman of MYbank. The President of Ant is Simon Xiaoming Hu, former President of
Alibaba Cloud. Xingjun Ni, the core founding member of Alipay, is the CTO of Ant. They have
been working for Alibaba/Ant for an average of about 15 years. For JD Digits, apart from Chen
Shenggiang, the General Manager of JD Digits and former CFO of JD Group, who has been with
ID for 13 years, all the Deputy General Managers (Fu Tong, Zheng Yu) and Vice Presidents (Wu
Xuejun, Xu Yerun and Bo Liefeng) have been in JD for less than three years, and Wang Song,
CFO, just joined the company this year. Excluding Jack Ma, Ant’s board and executives enjoy a
combined economic interest of over 14% of Ant after listing, while for JD Digits, except Richard
Liu, the shares attributed to other board members and senior executives were less than 6%.

Figure 9: Ant Group’s board/senior management generally have a longer time in Ant/Alibaba than JD Digits’
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JD Digits is more dependent on JD Group

Ant Group and JD Digits are still in close relationship with Alibaba and JD Digits, respectively.
Alibaba holds 32.65% of the shares of Ant and is the largest shareholder of Ant Group. JD Group
is indirectly in charge of 36.8% of JD Digits shares through agreements. Ant and JD Digits have
agreed to certain non-competition undertakings with Alibaba and JD Group respectively. Both
of their credit businesses are highly dependent on Alibaba and JD Group’s e-commerce
platform, and are unlikely to change in the next couple of years.

In the past three years, Alibaba and MYbank were Ant's top two customers, contributing to
12.32% of revenues in 1H20. Alibaba is also Ant's biggest supplier, accounting for 8.17% of Ant’s
external purchases in 1H20. JD Group has been the largest customer and supplier of JD Digits.
Since 2017, JD Group has contributed to around 29% of JD Digits’ revenue every year, mainly in
payment services, comprehensive risk management services for Baitiao business, and
marketing services. The risk management services for Baitiao provided by JD Digits include user
risk assessment, credit review, etc., and JD Digits acquires delinquent loans from JD Group from
time to time. 1H20, JD Digital acquired delinquent loans of RMB345mn from JD Group at face
value on a non-recourse basis (Baitiao risk management services brought in RMB937mn of
revenue to JD Digits in the same period).




News of the week

25 Sept 2020

Blockchain

Ant Group

Ant launched blockchain-based cross-border trade platform Trusple

Ant Group launched Trusple, a blockchain-based platform for cross-border trade
and financial services. Buyers and sellers can upload trading orders to the platform,
which automatically generates a smart contract with information such as logistics.
Banks of both buyers and sellers then process payments using Ant Chain. Successful
transactions on Trusple enable SMEs to build their creditworthiness on Ant Chain
to obtain financing services. Ant has lined up several global banks, including BNP
Paribas, Citi, DBS, Deutsche Bank and Standard Chartered, as partners for the
platform. (Source: Reuters)

23 Sept 2020
Trading

Robinhood

Robinhood raised US$460mn in an extension of series G funding round

Robinhood raised US$460mn in an extension of the earlier series G round at a
USS$11.7bn valuation. The company initially announced in August that D1 Capital
invested US$200mn, in the same series G. Investors this round also included
Andreessen Horowitz, Sequoia, DST Global, Ribbit Capital and 9Yards Capital. The
new funds will support its core product and new offerings such as recurring
investments and cash management. In 2020, Robinhood has already raised around
USS1.25bn and seen record revenue growth due to the pandemic. (Source: Reuters)

22 Sept 2020
Digital bank

Yandex/Tinkoff

Yandex to acquire Russian digital bank Tinkoff at US$5.5bn

Russian tech giant Yandex has agreed to acquire Tinkoff, the country’s top digital
bank, at USS5.5bn. Yandex said it was preparing a cash-and-share offer for all of
London-listed Tinkoff’s share capital at a premium of 8% over its closing price on 21
Sept. Yandex recently bought back 45% shares of the joint venture with state-
owned Sberbank and ended their decade-long partnership. (Source: FT)

18 Sept 2020
Digital bank

Chime

Chime hit US$14.5bn valuation, raising US$485mn in series F

Chime raised US$485mn in its series F funding round, hitting a valuation at
USS$14.5bn, more than doubling since its last funding round in Dec 2019. Founded
in 2013, Chime offers a fee-free, user-friendly banking app, which provides an
accompanying debit card and an auto-savings account. The round was joined by
Coatue, Iconig, Tiger Global, Whale Rock Capital, General Atlantic, Access
Technology Ventures, Dragoneer and DST Global. Chime will become “IPO-ready”
within the next 12 months, according to CEO Chris Britt. (Source: CNBC)

17 Sept 2020

Payment

Affirm

Affirm raised US$500mn in series G

Affirm has raised US$500mn in a Series G funding round led by GIC and Durable
Capital Partners, bringing its total funding raised to more than USS1.3bn. Affirm was
founded in 2012 as an installment loan provider for shoppers to finance a purchase.
Affirm said in the release that it provides more than 5.6 million U.S. and Canadian
consumers an alternative to traditional credit cards. The company is also
introducing an interest-free biweekly payment product for transactions as low as
S50. In July, Affirm announced that it was preparing for an IPO. (Source: Affirm)
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17 Sept 2020
Funding

Lack of mega deals drove down FinTech investment in 1H20

In 1H20, despite the absence of mega deals, FinTech investments recorded 1,221
deals at USS$25.6bn, down from US$39.4bn in 1H19. USS20bn of the investments
were VC-backed. Europe, Middle East and Africa (EMEA) have seen nearly 400
deals cumulatively worth nearly USS5bn. The big value deals were concentrated in
Europe. Growth-stage firms were preferred worldwide, including Airwallex, Judo
Bank, Paidy, Klarna, Nubank, etc. (Source: KPMG)

17 Sept 2020
Banking

Allica Bank

Allica Bank bids for £100mn in new funding

UK SME-focused bank Allica has closed on a £26mn funding round led by Warwick
Capital Partners, and plans to raise a further £100mn to pursue its vision of
becoming a top business bank as well as to acquire non-bank lenders. Allica Bank
received full UK banking authorization in late 2019, claiming to have had over £1bn
of enquiries from businesses since Covid-19. Allica Bank’s CEO Richard Davies is a
former Revolut executive who joined the bank last month with great exposure to
digital banking. (Source: Crowdfund Insider)

16 Sept 2020
Risk

Alloy

Alloy raised US$40mn for identity operating system

Alloy, an identity operating system for the financial services industry that helps
make better identity and risk decisions, has raised US$40mn in a Series B funding
round led by Canapi Ventures. Canapi partner Walker Forehand will join Alloy’s
board. Alloy has seen its recurring revenue grow substantially in the last year, while
its customer base nearly doubled. The new funding will be primarily used to
increase an already fast-growing team, especially sales and marketing. (Source:
Crunchbase)

15 Sept 2020

Payment

Klarna

Klarna raised US$650mn at a valuation of US$10.65bn

Swedish online payments company Klarna raised US$650mn in an equity funding
round, at a post money valuation of US$10.65bn, ranking the firm as the highest
valued private FinTech company in Europe, and the fourth highest worldwide. The
funding round is led by Silver Lake, alongside GIC, BlackRock and HMI Capital.
Current investors include Sequoia Capital, Dragoneer, Permira, Commonwealth
Bank of Australia, Bestseller Group and Ant Group. Klarna’s app has more than 12

million monthly active users worldwide, with 55,000 daily downloads. (Source:
CNBC)

15 Sept 2020

Payment

Square

Square unveiled On-Demand Pay and Instant Payments

Square launched two new features, On-Demand Pay for employees, and Instant
Payments for employers. Eligible employees using On-Demand Pay can transfer up
to US$200 of their earned wages whenever they need them, for free to Cash App.
Instant Payments allows Square Payroll customers to fund their payroll using the
money in their Square Balance, where sales they process via Square are stored.
(Source: Pymnts)
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15 Sept 2020
Lending

360 Finance

360 Finance changed name to 360 DigiTech

360 Finance changed company name to 360 DigiTech with effect immediately. The
ticker symbol remained unchanged as QFIN. It followed Ant Financial’s name
change to Ant Group, showing the tightening of China’s financial regulatory
environment. 360 Finance enables financial institutions to provide better and
targeted products and services to a broader consumer base. (Source: Seeking Alpha)

15 Sept 2020

Payment

Square

Square saw a stabilized share of cashless transactions

The cashless sellers in Square’s ecosystem increased from 5.4% in February, to 23%
in April, and stabilized at 13.4% in August with the pandemic going under control.
The company also reported that its share of cash transactions has fallen to 1/3 since
early August, down from nearly 41% a year ago. Business owners have been
adopting more contactless and online payments with consumers utilizing those
alternatives. (Source: Pymnts)

14 Sept 2020
Lending

Monedo

German FinTech Monedo filed for bankruptcy

German online lender Monedo filed for bankruptcy after failing to recover from the
economic effects of the pandemic. It was one of the most highly valued FinTech
startups in Germany with high profile backers like Peter Thiel, JC Flowers and the
global media firm Naspers. Hamburg law firm Brinkmann & Partner had been
appointed to manage the proceedings. The startup was valued at over €230m in
2017 but its valuation plunged by December 2018 due to some major defaulters in
Russia and India. (Source: Finextra)

13 Sept 2020

Payment

Ant Group

Ant Group needs to register as financial holding company with RMB5bn

New financial regulations in China impose capital demands on companies, including
Ant Group, to back up any payments, lending or other finances to curb risks.
According to PBOC, firms operating two or more financial businesses in China will
be classified as financial holding companies since Nov 1, and should apply for a
license if their financial assets or loans comprise 85% or more of their total assets.
The companies need to pay up capital totaling at least RMB5bn. (Source: Bloomberg)

8 Sept 2020
Credit

Ant Group

Ant Group launched corporate credit rating service Ant Corporate Credit
Ant Group has released a credit scoring service for SMEs, Ant Corporate Credit. It
helps connect SMEs and financial institutions through cloud computing, blockchain,
Al and other advanced technologies, to help SMEs get funding and establish
collaborations. In the future, small, medium and micro enterprises can apply for Ant
Enterprise Code through Alipay App to enjoy credit rating and other services. In the
12 months ended June 30, 2020, Ant Group served more than 20 million small and
micro operators, nearly 80% of whom received operational loans for the first time.
(Source: Sina)
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IMPORTANT DISCLOSURES

Analyst Certification

We, Michelle Li and Roy Wu, hereby certify that (i) all of the views expressed in this research report reflect accurately our personal views about the
subject companies and their securities; and (ii) no part of our compensation was, is or will be, directly or indirectly, related to the specific
recommendations or views expressed by us in this research report, nor is it tied to any specific investment banking transactions performed by AMTD
Global Markets Limited.

AMTD Global Markets Limited
Address: 23/F - 25/F, Nexxus Building, 41 Connaught Road Central, Hong Kong
Tel: (852) 3163-3288 Fax: (852) 3163-3289

GENERAL DISCLOSURES
The research report is prepared by AMTD Global Markets Limited and is distributed to its selected clients.

This research report provides general information only and is not to be construed as an offer to sell or a solicitation of an offer to buy any security in
any jurisdiction where such offer or solicitation would be illegal. It does not (i) constitute a personal advice or recommendation, including but not
limited to accounting, legal or tax advice, or investment recommendations; or (ii) take into account any specific clients’ particular needs, investment
objectives and financial situation. AMTD does not act as an adviser and it accepts no fiduciary responsibility or liability for any financial or other
consequences. This research report should not be taken in substitution for judgment to be exercised by clients. Clients should consider if any
information, advice or recommendation in this research report is suitable for their particular circumstances and seek legal or professional advice, if
appropriate.

This research report is based on information from sources that we considered reliable. We do not warrant its completeness or accuracy except with
respect to any disclosures relative to AMTD and/or its affiliates. The value or price of investments referred to in this research report and the return
from them may fluctuate. Past performance is not reliable indicator to future performance. Future returns are not guaranteed and a loss of original
capital may occur.

The facts, estimates, opinions, forecasts and any other information contained in the research report are as of the date hereof and are subject to
change without prior notification. AMTD has no obligation to update, modify or amend any part of this research report or to otherwise notify a
recipient thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or
subsequently becomes inaccurate, or if research on the subject company is withdrawn. AMTD, its group companies, or any of its or their directors or
employees (“AMTD Group”) do not represent or warrant, expressly or impliedly, that the information contained in the research report is correct,
accurate or complete and it should not be relied upon. AMTD Group will accept no responsibilities or liabilities whatsoever for any use of or reliance
upon the research report and its contents.

This research report may contain information from third parties, such as credit ratings from credit ratings agencies. The reproduction and
redistribution of the third party content in any form by any mean is forbidden except with prior written consent from the relevant third party. Third
party content providers do not guarantee the timeliness, completeness, accuracy or availability of any information. They are not responsible for any
errors or omissions, regardless of the cause, or for the results obtained from the use of such content. Third party content providers give no express or
implied warranties, including, but not limited to, any warranties of merchantability of fitness for a particular purpose or use. Third party content
providers shall not be liable for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs,
expenses, legal fees, or losses (including lost income or profits and opportunity costs) in connection with any use of their content. Credit ratings are
statements of opinions and are not statements of fact or recommendations to purchase, hold or sell securities. They do not ad dress the suitability of
securities for investment purposes, and should not be relied on as investment advice.

To the extent allowed by relevant and applicable law and/or regulation: (i) AMTD, and/or its directors and employees may deal as principal or agent,
or buy or sell, or have long or short positions in, the securities or other instruments based thereon, of issuers or securities mentioned herein; (ii)
AMTD may take part or make investment in financing transactions with, or provide other services to or solicit business from issuer(s) of the securities
mentioned in the research report; (iii) AMTD may make a market in the securities in respect of the issuer mentioned in the research report; (iv) AMTD
may have served as manager or co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all of the
entities mentioned in this research report or may be providing, or have provided within the previous 12 months, other investm ent banking services,
or investment services in relation to the investment concerned or a related investment.

AMTD controls information flow and manages conflicts of interest through its compliance policies and procedures (such as, Chinese Wall
maintenance and staff dealing monitoring).

The research report is strictly confidential to the recipient. No part of this research report may be reproduced or redistributed in any form by any
mean to any other person without the prior written consent of AMTD Global Markets Limited.

11



