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Ant Financial (D) 

In February 2018, Alibaba Group Ltd. became one-third owner of Ant Financial Services Group 
(Ant), seven years after spinning off Ant’s digital payments app Alipay.1 In June 2018, Ant raised $14 
billion in its third round of funding in three years, giving it a valuation of $150 billion.2 For the first 
time, foreign investors were allowed to buy shares, and it was expected that the company would go 
public within a few years.3 Ant said it would use the funds to extend its global footprint, and in 
February 2019, it paid $700 million for WorldFirst, a London-based currency exchange provider that 
facilitated money transfers around the world (after failing to acquire a similar U.S.-based company, 
MoneyGram, in 2017).4 

Around this time, Ant approached commercial banks in China with an offer to match them to 
potential borrowers through its digital consumer lending services, Huabei (Ant Credit Pay) and Jiebei, 
launched in 2014 and 2015, respectively. Huabei, which means “just spend,” was a virtual credit card 
that allowed users to borrow money interest-free for 40 days through Alipay—extending credit to 
many who did not qualify for a bank-issued credit card.5 Jiebei, which means “just borrow,” offered 
consumer microloans for personal use that could be repaid over 12 months in installments.6 Ant asked 
the banks to put up the capital for the loans, and in exchange, Ant provided basic information about 
the borrower, assessed the borrower’s credit risk, and channeled funds back to the banks.7 Ant and the 
lender would agree on the amount to be loaned; borrowers could then be approved in minutes through 
their phones. However, Ant kept banks in the dark about how it assessed borrower risk, and the banks 
bore the risks of default.8 Ant collected a fee of 30% to 40% of a loan’s interest income.9 The annualized 
interest rate for most loans was 14.6% (and as high as 18.25% in some cases).10 Around 100 banks, from 
small regional banks to large national banks, partnered with Ant, providing a growth engine for the 
company.11  

In August 2019, a report noted the rising levels of household debt in China was fueled by the 
appetite for consumption among its younger generation and aided by the ease of borrowing money, 
mainly through Huabei. By then, Huabei had extended loans worth more than $140 billion.12 A young 
Chinese consumer admitted, “Huabei is ‘truly addictive,’ [. . .], ‘It gives me an illusion that I’m not 
really spending my own money.’ [She] says she’s scaling back some now because of higher living costs 
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and because she’s reluctant to keep turning to her father for money.”13 Most Huabei users were under 
30, and in December 2019, the average outstanding balance on Huabei’s lines of credit was $142.14  

The company made $2.5 billion in profit in 2019 and $3.2 billion in the first half of 2020.15 Ant had 
already repositioned itself as a “techfin” company instead of a fintech company. In June 2020, it 
rebranded as Ant Group to reflect its role as a technology provider to businesses, including financial 
organizations.16 Shortly after changing its name, Ant announced plans to go public.17 It held about 
$333 billion (or 2.15 trillion yuan) worth of consumer and small business loans, against $2.5 billion (or 
16 billion yuan) in authorized capital.18 In contrast, more than 4,000 of China’s commercial banks held 
just six times as much in outstanding loans at the time.19 The company also reported that Alipay had 
more than one billion users generating $17 trillion worth of transactions.20 Ant had extended $263 
billion in consumer loans to 500 million people, but only funded 2% of the total.21 In July 2020, Ant 
reported that nearly 3% of outstanding consumer loans were 30 days overdue, and 2.2% were more 
than 90 days overdue, a ratio similar to commercial banks.22  

 During the three months ended in September 2020, Ant had contributed $2.3 billion in profit to 
Alibaba, whose total profit during the same period was $3.9 billion.23 

In the fall of 2020, China moved to regulate its tech industry, releasing rules on microlending that 
applied capital requirements to technology companies and drafting laws to tighten protections on user 
data.24 (See Exhibit 1.)  

On October 21, 2020, Chinese regulators cleared the way for Ant’s IPO in November.25 Observers 
expected the company to raise $34 billion, at a valuation of $310 billion, in a dual listing on the Shanghai 
and Hong Kong stock exchanges.26 On October 24, 2020, Ant’s majority shareholder and Alibaba’s 
founder, Jack Ma, made a speech that was critical of the Chinese regulatory system: “We cannot 
regulate the future with yesterday’s means. There’s no systemic financial risks in China because there’s 
no financial system in China. The risks are a lack of systems.27  

The reaction to Ma’s speech was swift and severe. On November 3, 2020, just two days before it was 
to be listed, Chinese regulators forced Ant to postpone its IPO—which was on track to be the world’s 
largest.28 Regulators focused their concern on Ant’s consumer lending services and the 
disproportionate risk carried by smaller banks. One analyst said, “Smaller banks are weaker in risk 
control. If defaults of the loans originated from online platforms go up, these banks will face bigger 
losses.”29 Ant’s consumer lending business—including Huabei, Jiebei, and Mybank Loan, which 
serviced loans for small-and-medium businesses—grew nearly 60% in the first six months of 2020 and 
accounted for nearly 40% of the company’s revenue.30  

It was reported that after years of wielding a light touch in the country’s booming tech industry, 
Chinese President Xi Jinping personally intervened to delay Ant’s IPO.31 One newspaper also reported 
that China’s leadership was concerned about the shareholders who stood to benefit most from the IPO, 
including some of Xi’s rivals.32 

In December 2020, Chinese regulators made five demands of Ant: return to its payment roots, 
safeguard personal data in its credit business, set up a financial holding company, improve corporate 
governance, and exercise more discipline in its securities and asset-management businesses.33 
Regulators also launched an antitrust investigation into Alibaba, questioned executives at Tencent and 
Pinduoduo, and floated new rules that could govern many tech firms’ operations.34 The new rules 
would also bring into question the large amounts of consumer data Ant had collected through its 
digital payments services, which would now come under the eyes of regulators.35 Do 
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At the beginning of 2021, Ant continued to have “massive interests” in online investing, insurance, 
and consumer and lending; it had $635 billion in assets under management and accounted for over half 
of China’s mobile payments market.36  In January, reports circulated that Ant would restructure as a 
financial holding company overseen by China’s central bank. As such, Ant would need to have enough 
money to cover at least 11.5% of their risk-weighted assets (similar to the Basel Accord rules).37,a  
Observers noted that Ant’s balance sheet fell short of this ratio.38 A journalist explained, “The more 
stringent rules mean the firm may have to raise funds to beef up its capital base, opening a door for big 
state banks or other types of government-controlled entities to buy stakes. Existing shareholders’ stakes 
could be diluted as a result.”39 

In February 2021, China Banking and Insurance Regulatory Commission formalized rules designed 
to force online lenders like Ant to bear more risk in their lending practices. Beginning in 2022, online 
lenders would be responsible for 30% of every loan made with commercial lenders.40 The rules also 
stipulated that banks would also be subject to caps on the amount they could loan in partnership with 
online lenders, a move analysts said was designed to decrease banks’ reliance on Internet platforms 
such as Ant and Tencent Holdings Ltd.-backed WeBank (an Ant competitor).41 Regulators also 
curtailed the ability of banks to provide online loans outside of their jurisdiction, which analysts noted 
would impede the growth of regional banks.42 Also around this time, a news outlet reported that Ant 
planned to spin off its credit data operations—with its enormous trove of consumer spending data—
to help put its IPO back on track within two years.43 

In March, Ant’s chief executive, Simon Hu, stepped down citing personal reasons, and Executive 
Chairman Eric Jing became the new chief executive of Ant. Hu would devote his efforts to 
philanthropic work at both Ant and Alibaba. Ant’s valuation by then had fallen to $200 billion.44 

  

 
a The Basel Accords, agreed on in November 2010, set guidelines aimed to ensure that financial institutions maintained enough 
capital in their reserves to meet their obligations and absorb unexpected losses.  Do 
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Exhibit 1 Summary of China’s New Financial Regulations 

Effective as of November 2020: 

• Firms that operate two or more financial businesses in the country will be classified as financial-
holding companies. 

• Financial-holding companies need to have registered and paid-up capital of at least 5 billion 
yuan, equivalent to $731 million. The rules also apply to large businesses whose financial assets, 
such as loans, comprise 85% or more of their total assets. 

Effective in 2022: 

• Internet-lending platforms in the country will have to fund at least 30% of every loan they make 
jointly with commercial lenders, which include banks, trust companies, and finance companies.  

• Banks will have to limit their co-lending with any internet platform to 25% of their Tier 1 net 
capital, while overall online loans they make in this manner cannot exceed 50% of their 
outstanding loans.  

• Regional banks will not be allowed to make loans online to borrowers who live outside of their 
jurisdictions. 

Source: Casewriter compiled from Xie Yu, “China’s Online-Lending Curbs to Hit Big Tech Firms and Regional Banks,” Wall 
Street Journal, February 22, 2021, https://www.wsj.com/articles/chinas-online-lending-curbs-to-hit-big-tech-firms-
and-regional-banks-11613992441, and Stella Yifan Xie, “China’s New Financial Rules to Cover Jack Ma’s Ant Group,” 
Wall Street Journal, September 13, 2020, https://www.wsj.com/articles/chinas-online-lending-curbs-to-hit-big-tech-
firms-and-regional-banks-11613992441, both accessed March 2021. 
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https://www.wsj.com/articles/china-blocked-jack-mas-ant-ipo-after-an-investigation-revealed-who-stood-to-gain-11613491292
https://www.wsj.com/articles/china-blocked-jack-mas-ant-ipo-after-an-investigation-revealed-who-stood-to-gain-11613491292
https://www.wsj.com/articles/jack-mas-ant-plans-major-revamp-in-response-to-chinese-pressure-11611749842
https://www.reuters.com/article/us-china-ant-group-exclusive/exclusive-chinas-ant-to-hive-off-credit-data-in-revamp-sees-ipo-in-2-years-sources-idUSKBN2A41FF
https://www.reuters.com/article/us-china-ant-group-exclusive/exclusive-chinas-ant-to-hive-off-credit-data-in-revamp-sees-ipo-in-2-years-sources-idUSKBN2A41FF
https://www.reuters.com/article/china-ant-group-investors-exclusive-int/exclusive-global-investors-value-chinas-ant-group-at-over-200-billion-sources-idUSKBN2B80KQ
https://www.reuters.com/article/china-ant-group-investors-exclusive-int/exclusive-global-investors-value-chinas-ant-group-at-over-200-billion-sources-idUSKBN2B80KQ
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In February 2018, Alibaba Group Ltd. became one-third owner of Ant Financial Services Group (Ant), seven years after spinning off Ant’s digital payments app Alipay.[endnoteRef:2] In June 2018, Ant raised $14 billion in its third round of funding in three years, giving it a valuation of $150 billion.[endnoteRef:3] For the first time, foreign investors were allowed to buy shares, and it was expected that the company would go public within a few years.[endnoteRef:4] Ant said it would use the funds to extend its global footprint, and in February 2019, it paid $700 million for WorldFirst, a London-based currency exchange provider that facilitated money transfers around the world (after failing to acquire a similar U.S.-based company, MoneyGram, in 2017).[endnoteRef:5] [2: Endnotes
 “Alibaba revenue jumps 56%; the China retail giant also buys stake in Ant Financial,” CNBC, February 1, 2018, https://www.cnbc.com/2018/02/01/alibaba-revenue-jumps-56-percent-the-china-retail-giant-also-buys-stake-in-ant-financial.html, accessed February 2021.]  [3:  Stella Yifan Xie and Julie Steinberg, “Jack Ma’s Ant Financial Valued Around $150 Billion After Funding Round,” Wall Street Journal, June 7, 2018, https://www.wsj.com/articles/jack-mas-ant-financial-raises-14-billion-1528428455, accessed February 2021. ]  [4:  Xie and Steinberg, “Jack Ma’s Ant Financial Valued Around $150 Billion After Funding Round.” ]  [5:  Jon Russell, Rita Liao, and Ingrid Lunden, “Alibaba’s Ant Financial buys UK currency exchange giant WorldFirst reportedly for around $700M,” TechCrunch, February 14, 2019, https://techcrunch.com/2019/02/14/alibabas-ant-financial-buys-worldfirst/, and John Russel, “Alibaba’s Ant Financial fintech affiliate raises $14 billion to continue its global expansion,” TechCrunch, June 8, 2018, https://techcrunch.com/2018/06/07/ant-financial-raises-14-billion/, all accessed February 2021.] 


Around this time, Ant approached commercial banks in China with an offer to match them to potential borrowers through its digital consumer lending services, Huabei (Ant Credit Pay) and Jiebei, launched in 2014 and 2015, respectively. Huabei, which means “just spend,” was a virtual credit card that allowed users to borrow money interest-free for 40 days through Alipay—extending credit to many who did not qualify for a bank-issued credit card.[endnoteRef:6] Jiebei, which means “just borrow,” offered consumer microloans for personal use that could be repaid over 12 months in installments.[endnoteRef:7] Ant asked the banks to put up the capital for the loans, and in exchange, Ant provided basic information about the borrower, assessed the borrower’s credit risk, and channeled funds back to the banks.[endnoteRef:8] Ant and the lender would agree on the amount to be loaned; borrowers could then be approved in minutes through their phones. However, Ant kept banks in the dark about how it assessed borrower risk, and the banks bore the risks of default.[endnoteRef:9] Ant collected a fee of 30% to 40% of a loan’s interest income.[endnoteRef:10] The annualized interest rate for most loans was 14.6% (and as high as 18.25% in some cases).[endnoteRef:11] Around 100 banks, from small regional banks to large national banks, partnered with Ant, providing a growth engine for the company.[endnoteRef:12]  [6:  Chong Koh Ping, “Jack Ma’s Ant Group Slashes Credit Limits for Some Younger Borrowers in China,” Wall Street Journal, December 23, 2020, https://www.wsj.com/articles/jack-mas-ant-group-slashes-credit-limits-for-some-younger-borrowers-in-china-11608738467, accessed March 202, and Xie Yu, “China’s Online-Lending Curbs to Hit Big Tech Firms and Regional Banks,” Wall Street Journal, February 22, 2021, https://www.wsj.com/articles/chinas-online-lending-curbs-to-hit-big-tech-firms-and-regional-banks-11613992441, accessed February 2021.]  [7:  Jing Yang and Xie Yu, “Jack Ma’s Ant Group Ramped Up Loans, Exposing Achilles’ Heel of China’s Banking System,” Wall Street Journal, December 6, 2020, https://www.wsj.com/articles/jack-mas-ant-group-ramped-up-loans-exposing-achilles-heel-of-chinas-banking-system-11607250603, accessed March 2021.]  [8:  Yang and Yu, “Jack Ma’s Ant Group Ramped Up Loans, Exposing Achilles’ Heel of China’s Banking System.” ]  [9:  Yang and Yu, “Jack Ma’s Ant Group Ramped Up Loans, Exposing Achilles’ Heel of China’s Banking System.” ]  [10:  Yang and Yu, “Jack Ma’s Ant Group Ramped Up Loans, Exposing Achilles’ Heel of China’s Banking System.” ]  [11:  Yang and Yu, “Jack Ma’s Ant Group Ramped Up Loans, Exposing Achilles’ Heel of China’s Banking System.” ]  [12:  Yang and Yu, “Jack Ma’s Ant Group Ramped Up Loans, Exposing Achilles’ Heel of China’s Banking System.” ] 


In August 2019, a report noted the rising levels of household debt in China was fueled by the appetite for consumption among its younger generation and aided by the ease of borrowing money, mainly through Huabei. By then, Huabei had extended loans worth more than $140 billion.[endnoteRef:13] A young Chinese consumer admitted, “Huabei is ‘truly addictive,’ [. . .], ‘It gives me an illusion that I’m not really spending my own money.’ [She] says she’s scaling back some now because of higher living costs and because she’s reluctant to keep turning to her father for money.”[endnoteRef:14] Most Huabei users were under 30, and in December 2019, the average outstanding balance on Huabei’s lines of credit was $142.[endnoteRef:15]  [13:  Stella Yifan Xie, Shan Li and Wernau, “Young Chinese Spend Like Americans—and Take on Worrisome Debt,” Wall Street Journal, August 29, 2019, https://www.wsj.com/articles/young-chinese-spend-like-americansand-take-on-worrisome-debt-11567093953, accessed February 2021.]  [14:  Xie, Li and Wernau, “Young Chinese Spend Like Americans—and Take on Worrisome Debt.” ]  [15:  Stella Yifan Xie, “A $7 Credit Limit: Jack Ma’s Ant Lures Hundreds of Millions of Borrowers,” Wall Street Journal, December 8, 2020, https://www.wsj.com/articles/a-7-credit-limit-jack-mas-ant-lures-hundreds-of-millions-of-borrowers-11575811989, accessed March 2021.] 


The company made $2.5 billion in profit in 2019 and $3.2 billion in the first half of 2020.[endnoteRef:16] Ant had already repositioned itself as a “techfin” company instead of a fintech company. In June 2020, it rebranded as Ant Group to reflect its role as a technology provider to businesses, including financial organizations.[endnoteRef:17] Shortly after changing its name, Ant announced plans to go public.[endnoteRef:18] It held about $333 billion (or 2.15 trillion yuan) worth of consumer and small business loans, against $2.5 billion (or 16 billion yuan) in authorized capital.[endnoteRef:19] In contrast, more than 4,000 of China’s commercial banks held just six times as much in outstanding loans at the time.[endnoteRef:20] The company also reported that Alipay had more than one billion users generating $17 trillion worth of transactions.[endnoteRef:21] Ant had extended $263 billion in consumer loans to 500 million people, but only funded 2% of the total.[endnoteRef:22] In July 2020, Ant reported that nearly 3% of outstanding consumer loans were 30 days overdue, and 2.2% were more than 90 days overdue, a ratio similar to commercial banks.[endnoteRef:23]  [16:  Sarah Hansen, “What We Learned From Ant Group’s New IPO Filing,” Forbes, August 25, 2020, https://www.forbes.com/sites/sarahhansen/2020/08/25/what-we-learned-from-ant-groups-new-ipo-filing/?sh=11ff90e5250c, accessed March 2021.]  [17:  Stella Yifan Xie, “Jack Ma’s Fintech Giant Ant to Drop ‘Financial’ From Its Name,” Wall Street Journal, June 22, 2020, https://www.wsj.com/articles/jack-mas-fintech-giant-ant-to-drop-financial-from-its-name-11592822997, accessed February 2021.]  [18:  Jing Yang and Lingling Wei, “China’s President Xi Jinping Personally Scuttled Jack Ma’s Ant IPO,” Wall Street Journal, November 12, 2020, https://www.wsj.com/articles/china-president-xi-jinping-halted-jack-ma-ant-ipo-11605203556, accessed February 2021.]  [19:  Laura He, “Jack Ma’s Ant Group was the next big thing. Now it may become just a boring bank,” CNN Business, February 19, 2021, https://edition.cnn.com/2021/02/19/tech/ant-group-analysis-intl-hnk/index.html, accessed February 2021.]  [20:  He, “Jack Ma’s Ant Group was the next big thing. Now it may become just a boring bank.” ]  [21:  Hansen, “What We Learned From Ant Group’s New IPO Filing.”.]  [22:  Yu, “China’s Online-Lending Curbs to Hit Big Tech Firms and Regional Banks.” ]  [23:  Yang and Yu “Jack Ma’s Ant Group Ramped Up Loans, Exposing Achilles’ Heel of China’s Banking System.” ] 


 During the three months ended in September 2020, Ant had contributed $2.3 billion in profit to Alibaba, whose total profit during the same period was $3.9 billion.[endnoteRef:24] [24:  Lulu Yilun Chen, “Jack Ma’s Ant Posted $2.3 Billion Profit Before Halt of IPO,” Bloomberg, February 2, 2021, https://www.bloomberg.com/news/articles/2021-02-02/jack-ma-s-ant-posts-2-3-billion-in-profit-before-halt-of-ipo, accessed February 2021. ] 


In the fall of 2020, China moved to regulate its tech industry, releasing rules on microlending that applied capital requirements to technology companies and drafting laws to tighten protections on user data.[endnoteRef:25] (See Exhibit 1.)  [25:  Arjun Kharpal, “China’s move to regulate its tech giants is part of its bigger push to become a tech ‘superpower,’” CNBC, January 12, 2021, https://www.cnbc.com/2021/01/11/chinas-tech-regulation-part-of-bigger-push-to-become-a-superpower-.html, accessed February 2021.] 


On October 21, 2020, Chinese regulators cleared the way for Ant’s IPO in November.[endnoteRef:26] Observers expected the company to raise $34 billion, at a valuation of $310 billion, in a dual listing on the Shanghai and Hong Kong stock exchanges.[endnoteRef:27] On October 24, 2020, Ant’s majority shareholder and Alibaba’s founder, Jack Ma, made a speech that was critical of the Chinese regulatory system: “We cannot regulate the future with yesterday’s means. There’s no systemic financial risks in China because there’s no financial system in China. The risks are a lack of systems.[endnoteRef:28]  [26:  “Colin Qian, Julie Zhu, and Meg Shen, “Ant Group to launch $35 billion IPO after final nod from China regulator,” Reuters, October 21, 2020, https://www.reuters.com/article/ant-group-ipo/ant-group-to-launch-35-billion-ipo-after-final-nod-from-china-regulator-idUSKBN2762LM, accessed February 2021.]  [27:  Raymond Zhong, “Ant Group Set to Raise $34 Billion in World’s Biggest I.P.O,” New York Times, November 6, 2020, https://www.nytimes.com/2020/10/26/technology/ant-group-ipo-valuation.html, accessed February 2021.]  [28:  Jing Yang and Serena Ng, “Ant’s Record IPO Suspended in Shanghai and Hong Kong Stock Exchanges,” Wall Street Journal, November 3, 2020, https://www.wsj.com/articles/ant-group-ipo-postponed-by-shanghai-stock-exchange-11604409597, and Charlie Campbell, “Where Is Alibaba Founder Jack Ma? What the Saga of One of the World’s Richest Men Reveals About China Under Xi Jinping,” Time, January 4, 2021, https://time.com/5926062/jack-ma/, both accessed February 2021.] 


The reaction to Ma’s speech was swift and severe. On November 3, 2020, just two days before it was to be listed, Chinese regulators forced Ant to postpone its IPO—which was on track to be the world’s largest.[endnoteRef:29] Regulators focused their concern on Ant’s consumer lending services and the disproportionate risk carried by smaller banks. One analyst said, “Smaller banks are weaker in risk control. If defaults of the loans originated from online platforms go up, these banks will face bigger losses.”[endnoteRef:30] Ant’s consumer lending business—including Huabei, Jiebei, and Mybank Loan, which serviced loans for small-and-medium businesses—grew nearly 60% in the first six months of 2020 and accounted for nearly 40% of the company’s revenue.[endnoteRef:31]  [29:  Yang and Ng, “Ant’s Record IPO Suspended in Shanghai and Hong Kong Stock Exchanges.” ]  [30:  Yang and Yu, “Jack Ma’s Ant Group Ramped Up Loans, Exposing Achilles’ Heel of China’s Banking System.” ]  [31:  Eliza Gkritsi and Wei Sheng, “Ant Group IPO filings: five key takeaways,” TechNode, August 26, 2020, https://technode.com/2020/08/26/ant-group-ipo-filings-five-key-takeaways/, accessed March 2021.] 


It was reported that after years of wielding a light touch in the country’s booming tech industry, Chinese President Xi Jinping personally intervened to delay Ant’s IPO.[endnoteRef:32] One newspaper also reported that China’s leadership was concerned about the shareholders who stood to benefit most from the IPO, including some of Xi’s rivals.[endnoteRef:33] [32:  Yang and Wei, “China’s President Xi Jinping Personally Scuttled Jack Ma’s Ant IPO.” ]  [33:  Lingling Wei, “China Blocked Jack Ma’s Ant IPO After Investigation Revealed Likely Beneficiaries,” Wall Street Journal, February 16, 2021, https://www.wsj.com/articles/china-blocked-jack-mas-ant-ipo-after-an-investigation-revealed-who-stood-to-gain-11613491292, accessed February 2021.] 


In December 2020, Chinese regulators made five demands of Ant: return to its payment roots, safeguard personal data in its credit business, set up a financial holding company, improve corporate governance, and exercise more discipline in its securities and asset-management businesses.[endnoteRef:34] Regulators also launched an antitrust investigation into Alibaba, questioned executives at Tencent and Pinduoduo, and floated new rules that could govern many tech firms’ operations.[endnoteRef:35] The new rules would also bring into question the large amounts of consumer data Ant had collected through its digital payments services, which would now come under the eyes of regulators.[endnoteRef:36] [34:  Jing Yang, “Jack Ma’s Ant Plans Major Revamp in Response to Chinese Pressure,” Wall Street Journal, January 27, 2021, https://www.wsj.com/articles/jack-mas-ant-plans-major-revamp-in-response-to-chinese-pressure-11611749842, accessed February 2021.]  [35:  He, “Jack Ma’s Ant Group was the next big thing. Now it may become just a boring bank.” ]  [36:  He, “Jack Ma’s Ant Group was the next big thing. Now it may become just a boring bank.” ] 


At the beginning of 2021, Ant continued to have “massive interests” in online investing, insurance, and consumer and lending; it had $635 billion in assets under management and accounted for over half of China’s mobile payments market.[endnoteRef:37]  In January, reports circulated that Ant would restructure as a financial holding company overseen by China’s central bank. As such, Ant would need to have enough money to cover at least 11.5% of their risk-weighted assets (similar to the Basel Accord rules).[endnoteRef:38],[footnoteRef:2]  Observers noted that Ant’s balance sheet fell short of this ratio.[endnoteRef:39] A journalist explained, “The more stringent rules mean the firm may have to raise funds to beef up its capital base, opening a door for big state banks or other types of government-controlled entities to buy stakes. Existing shareholders’ stakes could be diluted as a result.”[endnoteRef:40] [37:  He, “Jack Ma’s Ant Group was the next big thing. Now it may become just a boring bank.” ]  [38:  Yang, “Jack Ma’s Ant Plans Major Revamp in Response to Chinese Pressure,” and He, “Jack Ma’s Ant Group was the next big thing. Now it may become just a boring bank.” ]  [2:  The Basel Accords, agreed on in November 2010, set guidelines aimed to ensure that financial institutions maintained enough capital in their reserves to meet their obligations and absorb unexpected losses. ]  [39:  He, “Jack Ma’s Ant Group was the next big thing. Now it may become just a boring bank.” ]  [40:  Wei, “China Blocked Jack Ma’s Ant IPO After Investigation Revealed Likely Beneficiaries.” ] 


In February 2021, China Banking and Insurance Regulatory Commission formalized rules designed to force online lenders like Ant to bear more risk in their lending practices. Beginning in 2022, online lenders would be responsible for 30% of every loan made with commercial lenders.[endnoteRef:41] The rules also stipulated that banks would also be subject to caps on the amount they could loan in partnership with online lenders, a move analysts said was designed to decrease banks’ reliance on Internet platforms such as Ant and Tencent Holdings Ltd.-backed WeBank (an Ant competitor).[endnoteRef:42] Regulators also curtailed the ability of banks to provide online loans outside of their jurisdiction, which analysts noted would impede the growth of regional banks.[endnoteRef:43] Also around this time, a news outlet reported that Ant planned to spin off its credit data operations—with its enormous trove of consumer spending data—to help put its IPO back on track within two years.[endnoteRef:44] [41:  Yu, “China’s Online-Lending Curbs to Hit Big Tech Firms and Regional Banks.” ]  [42:  Yu, “China’s Online-Lending Curbs to Hit Big Tech Firms and Regional Banks.” ]  [43:  Yu, “China’s Online-Lending Curbs to Hit Big Tech Firms and Regional Banks.” ]  [44:  Julie Zhu, Yingzhi Yang, and Kane Wu, “China’s Ant to hive off credit data in revamp; sees IPO in 2 years—sources,” Reuters, February 4, 2021, https://www.reuters.com/article/us-china-ant-group-exclusive/exclusive-chinas-ant-to-hive-off-credit-data-in-revamp-sees-ipo-in-2-years-sources-idUSKBN2A41FF, accessed March 2021.] 


In March, Ant’s chief executive, Simon Hu, stepped down citing personal reasons, and Executive Chairman Eric Jing became the new chief executive of Ant. Hu would devote his efforts to philanthropic work at both Ant and Alibaba. Ant’s valuation by then had fallen to $200 billion.[endnoteRef:45] [45:  Julie Zhu, Kane Wu, “Global investors value China’s Ant Group at over $200 billion—sources,” Reuters, March 16, 2021, https://www.reuters.com/article/china-ant-group-investors-exclusive-int/exclusive-global-investors-value-chinas-ant-group-at-over-200-billion-sources-idUSKBN2B80KQ, accessed March 2021.] 





Exhibit 1Summary of China’s New Financial Regulations

Effective as of November 2020:

· Firms that operate two or more financial businesses in the country will be classified as financial-holding companies.

· Financial-holding companies need to have registered and paid-up capital of at least 5 billion yuan, equivalent to $731 million. The rules also apply to large businesses whose financial assets, such as loans, comprise 85% or more of their total assets.

Effective in 2022:

· Internet-lending platforms in the country will have to fund at least 30% of every loan they make jointly with commercial lenders, which include banks, trust companies, and finance companies. 

· Banks will have to limit their co-lending with any internet platform to 25% of their Tier 1 net capital, while overall online loans they make in this manner cannot exceed 50% of their outstanding loans. 

· Regional banks will not be allowed to make loans online to borrowers who live outside of their jurisdictions.

Source:	Casewriter compiled from Xie Yu, “China’s Online-Lending Curbs to Hit Big Tech Firms and Regional Banks,” Wall Street Journal, February 22, 2021, https://www.wsj.com/articles/chinas-online-lending-curbs-to-hit-big-tech-firms-and-regional-banks-11613992441, and Stella Yifan Xie, “China’s New Financial Rules to Cover Jack Ma’s Ant Group,” Wall Street Journal, September 13, 2020, https://www.wsj.com/articles/chinas-online-lending-curbs-to-hit-big-tech-firms-and-regional-banks-11613992441, both accessed March 2021.

4

5

image1.png

HARVARD|BUSINESS|SCHOOL








<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.5

  /CompressObjects /Off

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails true

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize false

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo true

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 150

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages false

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.40

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 150

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages false

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.40

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 300

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile (None)

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<





    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>







    /HUN <>

    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 6.0 e versioni successive.)

    /JPN <>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>





    /SKY <>



    /SUO <>

    /SVE <>

    /TUR <>



    /ENU (Use these settings to create high quality Adobe PDF documents suitable for a delightful viewing experience and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 7.0 and later.)

  >>

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



