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India: at the heart of the digital world 

 

While China’ digital economy is often highlighted among emerging markets, India also offers a 

significant potential on that regard in our view. Facebook investment in Jio Platforms, Reliance’s 

telecom and digital arm, puts the spotlight on India’s digital economy. 

 

India push towards becoming a digital economy started in 2010 with the Aadhaar, which gives 

biometric identification to every India. In 2014, the newly elected Prime Minister Narendra Modi 

introduced an ambitious financial inclusion program, called Pradham Mantri Jan Dhan Yojana, aimed at 

providing basic financial services. 15M bank accounts were opened on Day 1 (with the possibility of 

opening an account online) and more than 380M were opened as a result of this initiative.  The arrival 

of Jio in the mobile telecom market in 2016 has greatly accelerated India transition towards a digital 

economy, by providing affordable 4G to millions of Indians. This has led to Indians accessing basic 

needs more easily. India now aims to become a 1 trillion $ digital economy by 2025 (between 18 to 23% 

of its nominal gross domestic product - GDP), up from  200bn$ in 2018, a compound annual growth 

rate - CAGR of more than 25%1.  To reach that goal, the government has committed to invest in both 

infrastructure and human capital. With 2.6M STEM (Science, Technology, Engineering and 

Mathematics) graduates per year, India ranks second in the world just behind China, and has more than 

4 times the number of US STEM graduates. 

Today, India has 650M internet users, the second highest in the world, mostly connecting through the 

mobile network (broadband penetration is only 6.6%). All three mobile operators have more than 300M 

subscribers, more than the entire US population2. This is why Facebook, Google and Amazon have 

shown interest towards the mobile operators, which are key to getting access to internet users, so that 

they can develop digital services and improve monetization. 

 

Indian companies are attracting interest 

 

After a few weeks of speculation, Facebook announced a 5.7bn$ investment in Jio Platform. There will 

also be an agreement between WhatsApp and Reliance Retail to accelerate Reliance push into e-

commerce using their Jiomart platform launched at the beginning of the year. 

Why did Facebook invest in Jio Platform? 

 India is already Facebook biggest market in terms of number of users, with more than 280M 

users, but monetization remains very low 

 The opportunity to create a super app, similar to WeChat in China, with WhatsApp acting as 

an aggregator of digital products/services 

 E-commerce opportunity : e-commerce penetration remains low in India at less than 5%. By 

partnering with Facebook, Reliance has the potential to become a major player in e-commerce. 

Reliance already has a network of over 11 500 retail outlets, and by leveraging WhatsApp, could 

replicate Alibaba’s model in China  

Facebook has been followed by other investors, such as KKR (1.5bn$) and Vista (1.5bn$). In total, 

Reliance has announced more than 15bn$ stake sales in Jio Platform, equivalent to a 24.7% stake. 

It has also created interest in other telecom operators like Bharti Airtel. Thus, Amazon was said to be 

looking at taking a 5% stake in Bharti Airtel. 

                                                             
 

1 Source : Indian government.  
2 Source : Bank of America.  
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Bharti Airtel has benefitted from an improving environment, which recently culminated with a 14% 

increase in Average Revenue Per User - ARPU. As the company is enjoying better cash flows, it can 

now focus on capturing the digital opportunity as well. In its recent quarterly earnings release, the 

management has openly talked about the opportunity of digital platforms, through partnerships with 

other companies. While their interest has not been confirmed, Amazon would definitely fit that bill. 

Amazon presence in India dates back to 2013, and has invested over 6.5bn$ in the country, competing 

with Walmart-owned Flipkart for leadership in the market. Amazon has clearly identified India as a top 

priority. Contrary to China, India remains an open market for e-commerce, and following last 

September tax reform, has become more attractive for foreign companies in our view. While Microsoft 

has a partnership with Reliance Jio to bring Office 365 to millions of small merchants, and Google has 

a similar deal with Bharti Airtel for deploying Google Cloud Suite, Amazon is one of the only US tech 

giants not to have a local partner in India yet. As criticism over some of Amazon practices in India, 

investing in a local champion such as Bharti would help build Amazon’s image in the country in our 

view. 

Apart from telecom operators, we have also identified the Indian private sector banks as major 

contributors to building the digital economy. HDFC Bank, the top private sector bank, is one of the 

most proactive bank in terms of building its digital platform in our view. They already have 10M 

customers engaged through their virtual relationship managers, and 50% of new business in unsecured 

loans came through the digital banking in the last quarter. They are also market leader in payment 

solution, with a 40% market share of physical swipe and 50% of e-commerce. One of the other top 

private sector bank, ICICI Bank, has a partnership with Amazon on a co-branded credit card.  

As the rest of the world is still laser focused on the short-term uncertainties such as Covid-19 and the 

challenging recovery, we are convinced that it could be the best moment to have a long term view 

and invest in the structural opportunities in India, just like what Facebook, Google and Amazon seem 

intent on doing. 

 

Kevin Net, Fund Manager International Equities 

 

 

 

 

LEGAL DISCLAIMER 

22 June 2020 

This document is issued by Edmond de Rothschild Asset Management (France).  

This document is non-binding and its content is exclusively for information purpose. Any reproduction, 

disclosure or dissemination of this material in whole or in part without prior consent from the Edmond 

de Rothschild Group is strictly prohibited. 

The information provided in this document should not be considered as an offer, an inducement, or 

solicitation to deal, by anyone in any jurisdiction where it would be unlawful or where the person 

providing it is not qualified to do so.  It is not intended to constitute, and should not be construed as 

investment, legal, or tax advice, nor as a recommendation to buy, sell or continue to hold any 

investment. EdRAM shall incur no liability for any investment decisions based on this document.  

This document has not been reviewed or approved by any regulator in any jurisdiction. The figures, 

comments, forward looking statements and elements provided in this document reflect the opinion of 

EdRAM on market trends based on economic data and information available as of today. They may no 

longer be relevant when investors read this document. In addition, EdRAM shall assume no liability for 

the quality or accuracy of information / economic data provided by third parties.  
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The information about the companies cannot be assimilated to an opinion of Edmond de Rothschild 

Asset Management (France) on the expected evolution of the securities and on the foreseeable 

evolution of the price of the financial instruments they issue. This information cannot be interpreted as 

a recommendation to buy or sell such securities.  

Any investment involves specific risks. We recommend investors to ensure the suitability and/or 

appropriateness of any investment to its individual situation, using appropriate independent advice, 

where necessary.  

Past performance and past volatility are not reliable indicators for future performance and future 

volatility. Performance may vary over time and be independently affected by, inter alia, changes in 

exchange rates.   

« Edmond de Rothschild Asset Management » or « EdRAM » refers to the Asset Management division 

of the Edmond de Rothschild Group. In addition, it is the commercial name of the asset management 

entities of the Edmond de Rothschild Group. 
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