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China Tech Crackdown 

    
 
 
 
 
 
 
 
 

China’s onslaught of regulatory crackdowns on tech companies rattled global markets specially the emerging 

markets across the globe during the week upto 28 July 2021 the Shanghai Composite and Hang Seng fell 5% to 

7% during the period. This impacted the currency and bond markets also with the yuan falling as much as 0.6% 

and 10 year government notes rising by 7 bps to 2.94% during the said period. 

 

What led to market correction? 

Embargo on Tech companies: On Monday 26 July 2021, the Ministry of Industry and Information Technology held 

a meeting that officially kicked off the action plan to collect information on corporate misdeeds, list specific problem 

areas and hold offenders legally responsible. The six-month crackdown will focus on four areas: adherence to the 

anti-monopoly law, protecting users, safeguarding data and obtaining official authorization to operate. Under this 

new regulation country’s internet giants to get their act in order and fix anticompetitive practices and data security 

issues. 

 

Crackdown on Education Technology Companies: In another announcement, Chinese government banned 

online education firms from teaching courses that are taught in school, from raising foreign capital, and said that they 

should be registered as non-profit firms. The move led to listed Chinese ed-techs losing billions in market cap- as 

much as 90%, while privately held hot startups became a sour proposition overnight. 

 

Clampdown on food delivery apps: The next day, the government said food delivery apps would have to pay their 

workers above minimum wage, provide insurance and relax delivery times in rush hours. This led to food delivery 

apps’ shares falling, and increased pressure on them to treat workers better. The so-called gig workers do not get 

the benefits that a full employee does, and these lack of benefits are the cost advantage for these companies- 

virtually their DNA. Their entire business model can come under pressure if worker costs rise. 

 

But why is China attacking its own companies? 

Demographic Advantage: Rising social and education costs are driving down birth rates in China and leading to 

an aging population. China wants to reverse this, and is trying to make living less expensive - by banning the 

education apps that advertise heavily, rely on capitalistic models and take up a large portion of parents’ and kids’ 

time and money. For the same reason, the government has also clamped down on a booming real estate sector 

whose growth was led by borrowing.  

 

Focusing on a different kind of technology: At the end of 2020 Ant Financial’ s IPO was called off and Didi was 

taken off the app store days after its $4.4 billion public listing for a cybersecurity review. However at the same time  
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China has steadfastly been protecting its mobile-network and handset-maker Huawei, amid US tensions and its 

semiconductor industry and artificial intelligence efforts are still going strong.  

It seems to be clamping down on the consumer technology side of things, because its policy may dictate a 

refocus towards industry focused technology, and not mere consumer apps. 

 

Will this Impact India? 

Though it is too soon to definitively tell; however, global investors - stock market investors, venture capitalists and 

private equity funds could divert funds to Indian company specially the start-ups because India is currently a 

more open and predictable market and at the same time India is slated for more growth. 

 

Funds Exposure to China 

The ongoing volatility in Chinese stock markets has taken a toll on Indian mutual funds (MFs) that invest in China 

and its related regions. Their net asset values (NAVs) have fallen sharply. 

List of our selected funds which have significant exposure to China   

Fund Name Category 
Absolute (%) China Exposure 

(%) 1 Week 1 Month 2 Months 3 Months 6 Months 

Kotak Global Emerging Market  
International – 

Emerging Markets 
-3.72 -7.87 -4.76 -7.13 -4.36 33.43 

Edelweiss Emer Mkt Opp  
International – 

Emerging Markets 
-4.48 -9.24 -6.75 -10.02 -8.07 30.19 

Mirae Asset NYSE FANG+ ETF FOF  International - U.S. -0.65 -1.34 9.50 -- -- 16.45 

Invesco India Invc Glb Cmr FOF  International - Others 1.10 -6.45 -1.84 -6.88 1.72 6.90 

PGIM India Global Eq Opp. International - Global 2.19 1.01 11.40 2.81 6.21 6.41 

Aditya BSL Intl Equity A  International - Global 1.92 0.32 3.08 1.27 12.88 5.89 

Axis Global Innovation FoF  International - Others 2.15 1.55 4.60 -- -- 4.28 

Motilal Oswal Nasdaq 100 FOF International - U.S. 2.37 4.51 11.99 6.89 17.95 2.34 

Axis Global Equity Alpha FOF  International - Global 2.10 0.28 4.32 4.07 18.75 1.81 

BNP Paribas Aqua FOF  International - Others 2.54 4.44 6.63 -- -- 1.52 

 

List of other funds which have significant exposure to China   

Fund Name Category 
Absolute (%) China Exposure 

(%) 1 Week 1 Month 2 Months 3 Months 6 Months 

Nippon India ETF Hang Seng BeES 
International – 

Country Specific 
-6.93 -12.48 -9.74 -11.47 -8.09 63.62 

Edelweiss Greater China Eq Off-sh  
International – 

Country Specific 
-8.10 -11.88 -7.49 -10.78 -10.80 63.31 

Axis Greater China Equity FoF 
International – 

Country Specific 
-5.44 -8.28 -5.64 -7.32 -- 57.81 

 

 

Our View 

We believe that investors should keep international funds especially the Global and U.S. centric funds as a core 

part of their equity portfolio.  

Among the developed markets US Market Funds are more attractive due to a very low co-relation with the 

developing markets, including India, making these funds suitable for diversification.  

Global funds provide more diversification as different markets behave differently. And hence these funds have more 

scope for better risk-adjusted returns.  

Though, Emerging markets funds provide access to fastest growing economies in world, which have potential for 

high growth, their exposure to countries like China poses a risk on the category.

Source: Morningstar Direct  Data as on 28 Jul 2021 

Source: Morningstar Direct  Data as on 28 Jul 2021 



31 July 2021 

1 
 

The content in the article does not construe to be any investment, legal or taxation advice. 

For Client Circulation. 

 

Disclaimer 
Tata Capital Financial Services Limited ("TCFSL") is registered with The Association of Mutual Funds in India as a Mutual Fund 
Distributor bearing ARN No.84894 and Tata Capital Wealth is a service offering by TCFSL.  
This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. 
TCFSL is not soliciting any action based upon it. Nothing in this report shall be construed as a solicitation to buy or sell any security or product, 
or to engage in or refrain from engaging in any such transaction. It does not constitute a personal recommendation or take into account the 
particular investment objectives, financial situations, or needs of the reader.  
This report has been prepared for the general use of the clients of the TCFSL and must not be copied, either in whole or in part, or distributed or 
redistributed to any other person in any form. If you are not the intended recipient, you must not use or disclose the information in this report in 
any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. TCFSL will not 
treat recipients as customers by virtue of their receiving this report. Neither this document nor any copy of it may be taken or transmitted into the 
United States (to US Persons), Canada or Japan or distributed, directly or indirectly, in the United States or Canada or distributed, or redistributed 
in Japan to any residents thereof. The distribution of this document in other jurisdictions may be restricted by the law applicable in the relevant 
jurisdictions and persons into whose possession this document comes should inform themselves about, and observe any such restrictions.  
It is confirmed that, the author of this report has not received any compensation from the companies mentioned in the report in the preceding 12 
months. No part of the compensation of the report creator was, is, or will be directly or indirectly related to the inclusion of specific 
recommendations or views in this report The author, principally responsible for the preparation of this report, receives compensation based on 
overall revenues of TCFSL and TCFSL has taken reasonable care to achieve and maintain independence and objectivity in making any 
recommendations.  
Neither TCFSL nor its directors, employees, agents, representatives shall be liable for any damages whether direct or indirect, incidental, special 
or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information contained in this report.  
The report is based upon information obtained from sources believed to be reliable, but TCFSL does not make any representation or warranty 
that it is accurate, complete or up to date and it should not be relied upon as such. It does not have any obligation to correct or update the 
information or opinions in it. TCFSL or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise 
to any person from any inadvertent error in the information contained in this report. TCFSL or any of its affiliates or employees do not provide, at 
any time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied 
warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own 
investigations. This information is subject to change without any prior notice. TCFSL reserves at its absolute discretion the right to make or refrain 
from making modifications and alterations to this statement from time to time. Nevertheless, TCFSL is committed to providing independent and 
transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.  
Certain products -including those involving futures, options and other derivatives as well as non-investment grade securities - involve substantial 
risk and are not suitable for all investors. Reports based on technical analysis centers on studying charts of a stock’s price movement and trading 
volume, as opposed to focusing on a company’s fundamentals and as such, may not match with a report on a company’s fundamentals.  
Before making an investment decision on the basis of this report, the reader needs to consider, with or without the assistance of an adviser, 
whether the advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in 
securities trading. The price of securities can and does fluctuate, and an individual security may even become valueless. International investors 
are reminded of the additional risks inherent in international investments, such as currency fluctuations and international stock market or economic 
conditions, which may adversely affect the value of the investment. Neither TCFSL nor the director or the employee of TCFSL accepts any liability 
whatsoever for any direct, indirect, consequential or other loss arising from any use of this report and/or further communication in relation to this 
report.  
We and our affiliates, officers, directors, and employees worldwide may: (a) from time to time, have long or short positions in, and buy or sell the 
securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or 
other compensation or act as a market maker in the financial instruments of the company (ies) discussed herein or act as advisor or lender / 
borrower to such company (ies) or have other potential conflict of interest with respect to any recommendation and related information and 
opinions.  
Investments in securities are subject to market risk; please read the SEBI prescribed Combined Risk Disclosure Document prior to investing. 
Derivatives are a sophisticated investment device. The investor is requested to take into consideration all the risk factors before actually trading 
in derivative contracts. Our report should not be considered as an advertisement or advice, professional or otherwise. 
 

 
General Disclosure 

Tata Capital Financial Services Limited (“TCFSL”) is registered with the Reserve Bank of India as a Non Deposit Accepting Systemically Important 
Non-Banking Finance Company (“NBFC-ND-SI”). 
Tata Capital Financial Services Limited (“TCFSL”) bearing License no. CA0076 valid till 31st Mar 2022, acts as a composite Corporate Agent for 
TATA AIA Life Insurance Company Limited, HDFC Life Insurance Company Limited, TATA AIG General Insurance Company Limited and New 
India Assurance Company Limited. Please note that, TCFSL does not underwrite the risk or act as an insurer. For more details on the risk factors, 
terms & conditions please read sales brochure carefully of the Insurance Company before concluding the sale. Participation to buy insurance is 
purely voluntary. 
TCFSL is also engaged in Mutual Fund Distribution business and is registered with The Association of Mutual Funds in India (“AMFI”) bearing 
ARN No. 84894 and Tata Capital Wealth is a service offering by TCFSL. Please note that all Mutual Fund Investments are subject to market risks, 
read all scheme related documents carefully before investing for full understanding and details. 
TCFSL distributes:  
(a) Mutual Fund Schemes of TATA Mutual Fund 
(b) Life Insurance Policies of Tata AIA Life Insurance Company Limited 
(c) General Insurance Policies of TATA AIG General Insurance Company Limited 
TCFSL receives commission ranging from 0.00% to 2.00% p.a. from the Asset Management Companies (“AMC”) towards investments in mutual 
funds made through TCFSL. TCFSL receives commission ranging from 0.00% to 40.00% as First year commission and renewal commission 
ranging from 0.00% to 5.00% on Life Insurance Policies bought through TCFSL. TCFSL receives commission ranging from 0.00% to 25.00% on 
General Insurance Policies bought through TCFSL. TCFSL receives commission ranging from 0.00% to 2.00% on Corporate Fixed deposit made 
through TCFSL.  
Please note that the above commission may change from time to time and are exclusive of statutory levies like GST, Security Transaction tax, 
Stamp Duty, Exchange transaction charges, SEBI turnover fee etc. TCFSL does not recommend any transaction which is required to be dealt 
with on a Principal to Principal basis. 
  
Registered office: 11th Floor, Tower A, Peninsula Business Park, Ganpatrao Kadam Marg, Lower Parel, Mumbai 400 013, India. 


