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China Briefing
China in Southeast Asia: Model Exporter

Can China find a new way to go out?

In the highly-integrated East Asian region, China looms large. Its 
GDP is a little more than half the output of the entire East Asia and 
Pacific region. Perhaps unsurprisingly, with China’s rise came a stream 
of concerns with the “China model”, defined as an authoritarian 
government that exports a distaste for democracy and challenges 
Western values. 

Today, if one were a Southeast Asian leader, the China governance 
model would not be one that you would automatically wish to follow. 
It seems a poor fit for a war of ideas. Internet and Communications 
Technology (ICT) for example, China’s largest export, is dominated 
by foreign investment. Yet despite China’s rapid growth, much of its 
production remains assembly and processing activities. (Those firms 
that have been able to innovate, such as Huawei, which has devoted 
far more revenue share to research and development than peers, can 
also face national security concerns.) This sort of old China model is 
rarely attractive to export. And Chinese outbound investments have 
been falling in the past few years.

 
In the Cold War, the attractiveness of one’s government was often 
judged by how people were drawn to one’s ideas and values. Russian 
communism and chess was no match for American capitalism, jazz,  
and movies. 

We think something far more interesting is going on: continuing 
advances in computation power and more access to the internet have 
democratised cloud computing and technology backends. Firms can 
now access the world’s best machine learning, storage, and backend 
models on demand — and more and more of these models are Chinese.

Executive summary
The Southeast Asian internet economy is set to boom. This rise will come through native, Chinese-born entrepreneurs 
who are taking Chinese tech-driven business models and making them local. 

There are a few reasons for this: they are more comfortable in the regulatory environments; China’s tech giants’ 
backend networks and cloud solutions are better than currently appreciated; and China’s fintech and logistics 
businesses take advantage of cultural and user interface affinities. 

Recent US-China tensions centre on competing with each other. Yet current discussions of rivalry don’t include the 
implications of China exporting its tech business model. We predict this will change in the next two years. 

 

Figure One: Chinese outbound investments (2002—2019) 
Source: National Bureau of Statistics, China
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Chinese tech giants that have had to compete to win across many 
verticals in a cutthroat domestic market have started exporting 
ideas, business models, and cloud-based backend technology. 
Chinese consumer-facing technology is the new global trend-setter. 
Baidu’s natural language processing is exceptional, and better than 
any comparable English-language alternative. Alibaba’s blockchain 
solutions are around ten times quicker than their Western equivalents. 

These technological and business upgrades are where China wants to 
compete. They form the new “China Model”: one that is attractive to 
business not for its values, but for its increase to valuations. 

Indonesia consumer tech: right market, right time

The China Model 2.0 is starting to pop up in the rapidly-growing 
Southeast Asian market. Southeast Asia’s potential is both enormous, 
and regularly commented upon. What has been less commented 
upon is the type of businesses that are emerging. We see a trend 
of Southeast Asian businesses mashing together Chinese backend 
infrastructure and business models with locally-developed solutions. 
Indonesia in particular offers a very interesting parallel, due to its 
highly decentralised growth model, large population base, and native 
feel for online solutions.

Much of this has happened due to the internet. By absolute numbers, 
Indonesia has the world’s fourth-largest internet-connected 
population. But penetration in the country stands at just 63%. That 
lags much of the Asian region, including South Korea (96%), Malaysia 
(81%), Vietnam (70%), and Mongolia (68%). That total is expected to 
expand considerably over the next five years, with a further 50 million 
projected to come online.

While everyone has a phone, not enough people are yet using them to 
buy. E-commerce penetration is low, with just over 50% having made at 
least one purchase online over the past twelve months. Compare this 
to China, which has lower internet penetration, but considerably higher 
e-commerce usage, with 92% having made an online purchase over the 
same period.

So Indonesia’s e-commerce market is likely to boom. It is already 
estimated to be worth a formidable USD 30.3bn but should top USD 
56bn in five years. The entire digital economy stands at USD 44bn, 
projected to expand at an astonishing 23% compound annual growth 
rate to hit USD 124bn by 2025. At that point, the market size will be 
more than twice that of Southeast Asia’s runner-up, Vietnam.

Chinese models of thinking

We see a new hybrid emerging to fill this gap. Chinese tech firms 
initially copied Western firms, before creating their own ecosystems. 
Today, Southeast Asian firms are doing the same thing, playing on one 
of the things that the region has always been brilliant at: playing all 
sides. That means also playing the Chinese side. China is exporting 
not only hardware, but also cloud computing, software, and above all, 
ideas.

Southeast Asia will continue to draw influences from what is 
happening further west. This makes sense in that it is easy to catch 
an investor’s eye with a pithy analogy such as calling a business 
the Amazon of Indonesia or the Uber of Southeast Asia. Such 
characterisations are very helpful to improve valuations and build 
rapid scale. But what we are seeing more and more is that Western and 
Chinese tech giants combine to invest in Southeast Asian unicorns. 
Google, Tencent, Facebook, and PayPal have invested in Gojek. 
Tokopedia has both Alibaba and Google on its cap table.

Broader influence is reaching beyond mere investment. Perhaps the 
best example of this is Singapore firm Sea, a USD 131bn market cap 
behemoth. To Western audiences, Sea is difficult to describe. The 
Generalist characterises it as “a strange, frightening beast… a gaming 
company with a dominant e-commerce business, a chimera of Epic 
Games and Amazon.”

Sea’s CEO, himself Chinese-born and educated, makes things much 
clearer. Sea is based on Tencent. Tencent may make WeChat, but it 
makes money from games. “When we started the company 9 years 
ago, Tencent was our inspiration. We started as a game platform, and 
we believe the best model of a game company is what Tencent did in 
China.” (Note that Tencent is the major shareholder in Sea across all 
stock, so there is also significant skin in the game.) 

It is tempting to look at Sea as just a byproduct of Tencent being an 
investor. But there is a deeper phenomenon, we would argue, and 
different consumer-facing tech models. Primarily, internet companies 
in the US monetise through advertising; and use their scale and size 
to make money by allowing other companies access to the information 
they have gathered on the user. 

Chinese tech giants on the other hand prioritise ecosystem 
development. They let companies wishing to use their customer base 
create their own mini-apps, games, or websites and let that creator 
keep what the user pays. Chinese users can manage most of their 
online needs via one app. This requires substantial coordination within 
the app itself. So the ecosystem approach also encourages and funds 
startups by former employees to build independent companies, some 
of which maintained linkages with the “mother” firms. 

Another difference is in the user interface. Asian apps tend to be 
formed “mobile first”: videos orient vertically rather than horizontally; 
interactions come through QR codes and scanning instead of emailing 
or adding manually; and swipes, taps, and pinches rather than buttons 
or forms are used. 

The Chinese model is therefore aimed at allowing user discovery 
rather than attempting to provide users what the platform thinks that 
they might want. Users tend to spend more in this type of platform.  
It’s better for the creators of content because they end up being paid 

Sea CEO, Forrest Li; source: hris.emsc.vn

Figure Two: Digital economies in Southeast Asia 
Source: Bloomberg, The Generalist
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directly (rather than through advertising). And it has more games, 
videos, and music use. This form of content, as opposed to text, has far 
more global and crossover appeal. You don’t need to localise Madonna. 

Chinese firms or Chinese-raised entrepreneurs are able to provide a 
business model that suits Southeast Asia (and particularly Indonesian) 
conditions well. While we can’t show causality, we think part of the 
difference is structural. Indonesia is a logistical nightmare — the 
world’s largest island nation, with some of Southeast Asia’s poorer 
infrastructure. There are more than 7,000 administrative districts that 
all need to be reached for any sort of “national” distribution to occur. 
So there are many lessons that Chinese companies can share. China 
too has some 3,000 counties and the success of Alibaba and others 
has been built on creating logistics giants (some of which are spun off 
and listed as separate entities) and trust building schemes such as 
escrow and return insurance.

Localise those who globalise

With new models, however, comes also a parallel need to localise 
solutions. This will make it likely that Chinese tech giants themselves 
are unlikely to come into a market and be successful on their own. Part 
of that, as with any nation, is cultural. But an even bigger part is due to 
business models. 

Let us look at perhaps the most attractive market in Southeast 
Asia: integrated financial services. Southeast Asia remains severely 
underbanked. Only 27% of the population is reported to have a bank 
account, and even fewer have credit cards. Yet over 80% of the adult 
population has a smartphone. By 2050, Indonesia is projected to have 
the third-largest middle class among emerging markets, reaching 
approximately 150mn from 60mn in 2018. This young population of 
Indonesia is likely to want to reach for a phone to pay things more than 
grab a credit card. The Gross Transaction Value (GTV) of Southeast’s 
digital payment market is on track to exceed USD 1tn by 2025, up from 
600bn today.

Unsurprisingly, many companies have jumped in to fill the breach. The 
aforementioned Sea is using money from its games empire to create 
ShopeePay, itself taking on market darling GoJek, the ride-sharing app 
trying to break into digital payments with GoPay. But the main players 
are all Southeast Asian companies (albeit two of which have Chinese 
founders).

That is because local companies have a regulatory moat that protects 
them from Chinese invasion. WeChat and Alipay are also making 
moves to enter into Indonesia. But they have to partner with local 
banks. And they have made some missteps, too. Both previously 

received flak from Indonesia’s central bank, which is responsible 
for regulating payment systems in the country, after providing their 
payment services to Chinese tourists in Bali last year without licenses. 
Bank Indonesia told the Chinese companies at the time that they had 
to cooperate with local lenders if they wished to operate in the country.

As the cliché goes, culture eats strategy for breakfast, and they both 
eat regulation for lunch. New local startups or unicorns looking to 
expand are filling the large market need. Traditional banks may be 
protected, but they have so far failed to catch up with millennials’ 
needs for digital financial products. Half of Southeast Asia’s 
population now is aged under 30 and the average generation is 
becoming more tech-savvy.

Products such as buy now pay later (BNPL) are seen as much easier 
than going through more traditional credit providers (aided by the lack 
of strong credit rating bureaux). Many people have scant credit profiles 
anyway; many are unbanked or only recently banked. This is very 
similar to China, where the lack of formal credit options and difficulties 
of assessing credit quality using loan officers has led to a booming 
microlending and online credit sector. And those backend solutions 
developed to make this possible can now be exported. 

So hybrid models have developed. Digital wallets and fintech spinoffs 
such as GoPay, GrabPay, ShopeePay, etc. all provide rich data sources. 
Wallets like these can be mined for richly detailed spending histories. 
Well-researched ‘zero-interest’ instalment loans are available, with 
user interfaces that can be gamified or made to feel as if using cash. 
When this is combined with the data created by using the products, 
and the fact that those data can be analysed in China, or other larger 
markets more able to build backend services, then one can quickly see 
how a unique model may soon develop.

Case study: comparing Akulaku and Afterpay

To show this, let us focus on two firms we have extensive information 
on: Afterpay and Akulaku. 

Afterpay is an Australian fintech giant, today valued around USD 30bn. 
While unprofitable, it did more than USD 7bn in sales in the second 
half of 2020 alone. Its model is to recruit retailers, and then allow the 
customer to buy in instalments at the checkout. Afterpay takes the 
first quarter from the buyer as a down payment and transfers the full 
purchase price to the retailer. So Afterpay’s customers pay no interest. 
It is the store that pays to be included on the roster (average charge is 
around 5% of the sale price of the goods). 

Afterpay makes 90% of its revenues from these fees. Should the user 
fail to repay on time, then Afterpay can recoup some of its money 
through late fees. 

Regulators seem unconcerned with fee charging. Rather, the battle is 

Figure Three: Share of population with credit cards, bank accounts 
Source: World Bank, Global Financial Inclusion Database
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Who are the regulators?
In Indonesia, the Financial Services Authority of Indonesia (“OJK”) and Bank 
Indonesia (“BI”) regulate the provision of fintech products and services. BI 
regulates all fintech products and services that are related to payment services.

Regulated by OJK:

Regulated by BI:

P2P Lending Crowdfunding Insurance Products Credit Scoring

Payment Services Open Banking
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whether Afterpay can be considered like a credit card; if so, it would 
let retailers pass the Afterpay charges on to customers, which would 
hinder growth.  

Afterpay and the retailers have a symbiotic relationship. Retailers need 
Afterpay’s devoted online following: indeed, the “Afterpay Obsession” 
Facebook group has more than 130,000 members, or roughly the same 
number of people as a large Australian regional city. Afterpay for its 
part needs the retailers’ online presence and infrastructure; at the 
moment only 17% of their customers make purchases directly through 
the Afterpay app. 

Southeast Asian digital payday lender Akulaku took a totally different 
approach. It developed into an e-commerce platform. Like Chinese 
tech giant Alibaba, it uses purchase data and internal algorithms to 
detect fraud and assess credit risks, based on more than 28 million 
registered users and 100 billion device-sent data points. Developed by 
a Chinese lawyer turned regtech entrepreneur, its technology team is 
based in China, and is nearly half of the whole company’s workforce. 

Having captured an enormous user base, Akulaku expanded to 
become a digital wealth manager and bought a local Indonesian bank, 
in the process of localisation described previously. It will only then 
pass on platform fees to merchants. 75% of Akulaku’s e-commerce 
user base comes from its own platform. The other 25% comes from 
top e-commerce platforms in Southeast Asia, including Shopee, 
Bukalapak, Lazada, JD.ID, Blibli, and others.

Two firms, each in the BNPL sector, but with very different ways of 
doing business. If Afterpay can be seen as a consumer lobby group 
masquerading as a financial service provider, then Akulaku is a digital 
pawn store that lets you get a bank loan. Afterpay doesn’t bother with 
credit scores; Akulaku lets people who have never had a credit score 
take steps up the financial ladder. 

Akulaku clearly has greater upside potential. Indonesia, unlike 
Australia, desperately needs loans. It has had a very low loan 
disbursement per GDP, indicating that its financing capacity is not yet 
fully utilised.

Akulaku’s business model seems more likely to be exported. It has a 
broad platform of digital services rather than a single service, and its 
system can be married to that of institutional investors. As PayPal and 
others have shown, having a strong fraud detection and credit pricing 
engine also allows Akulaku to take on anyone, anywhere.

Fintech first, nation states next

The internet economy across Southeast Asia has already seen huge 
growth in recent years; it is expected to keep booming:

This growth is not just coming from more users. Indonesia’s burgeoning 
middle class is expected to spend more, too. Current surveys estimate 
that Average Revenue per User (ARPU) for ShopeePay is roughly USD 
219, itself a sharp coronavirus-aided increase from 2019’s USD 171. By 
2025, ARPU should break USD 250. While only a single data point, it 
shows the possibilities in play. 

The next step for the region will be to provide equal access to finance 
using this growth in spending. Should this happen, there is the 
potential for considerable multiplier effects on the economy.

Southeast Asia looks much like China did some 5-7 years ago: a 
mobile-driven digital economy waiting to take off. The underbanked, 
so ignored by the market for many years, will be able to leapfrog 
traditional services and find their own way to pay. There is also 
wide access to capital, and hence sufficient financial resources for 
innovation.

 
What’s next will depend on how well firms are able to use 
sophisticated backends and business models, localised to Southeast 
Asian conditions. And these will mostly come from China. Their 
success or failure could determine how banking develops in the region 
in the decades to come.

Perhaps more significantly, the rise and fall of these business models 
may drive international cooperation or competition as well. As China’s 
top diplomat recently declared, “the United States has its style — 
United States-style democracy — and China has the Chinese-style 
democracy... And for China, we will manage our own affairs well.” 
This, we argue is transforming into Chinese business models, and the 
export of these and their success will have a large say in US-China 
competition for many years to come. Watch this space. 
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Figure Four: Household debt per GDP across Southeast Asia 
Source: International Monetary Fund

Figure Five: Southeast Asia internet economy GMV growth (USD bn) 
Source: Bain & Company
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Disclaimer
This document, and the information contained in it, is prepared 
by Silverhorn Investment Advisors Limited (“Silverhorn”) and 
is strictly confidential. As such, this document must not be 
issued, circulated or distributed to any other person other than 
the intended recipient under any circumstances without prior 
written consent of Silverhorn. 

This document is not directed to any person in any jurisdiction 
which (by reason of that person’s nationality, residence or 
otherwise) is prohibited by law to access such information.

For investors in Hong Kong: Any products and services 
contained and described in this document are intended only 
for “professional investors” as defined in Part 1 of Schedule 
1 to the Securities and Futures Ordinance (Chapter 571 of the 
Laws of Hong Kong). 

For investors in Singapore: Any products and services 
contained and described in this document are intended 
only for “institutional investors” and “accredited investors” 
as defined in section 4A of the Securities and Futures Act 
(Chapter 289 of the Laws of Singapore).

For investors in Switzerland: This marketing communication 
and any products contained and described in this document 
are intended for “qualified investors” as defined under Article 
10 of the Swiss Federal Act on Collective Investment Schemes 
(Collective Investment Schemes Act, CISA) of 23 June 2006 
(SR 951.31) and the FINMA Circular 2013/9. The offering 
document, the articles and the annual report of the fund(s) 
listed in this document may be obtained free of charge from 
the Swiss representative. 

For the purposes of Title 5 of the Swiss Federal Act on 
Financial Services (Financial Services Act, FinSA) of 15 June 
2018 (SR 950.1), in relation to distributing the fund(s) listed in 
this document, Silverhorn is affiliated with Finanzombudsstelle 

Schweiz (FINOS), Talstrasse 20 CH-8001 Zürich, Switzerland. 
Investors have the rights to initiate mediation proceedings 
through FINOS pursuant to Article 79 of FinSA.

Not intended for U.S. Persons: Any products and services 
contained and described in this document are not intended for 
any U.S. Person under Regulation S of the U.S. Securities Act of 
1933, as amended.

This document is provided for information purposes only 
and does not constitute an offer to anyone, or a solicitation 
by anyone, to make any investments in securities. Such 
offer will only be made by means of a personal, confidential 
memorandum. The content of this document has not been 
audited or reviewed by any regulatory authority in Hong Kong, 
Singapore or elsewhere. 

All information contained in this document is subject to 
copyright with all rights reserved.

Investing involves risk
You should remember that the value of investments can go 
down as well as up and is not guaranteed. Past performance 
is not a guide to future performance and may not be repeated. 
The actual performance realised by any given investor depends 
on, amongst other things, the currency fluctuations, the 
investment strategy invested into and the classes of interests 
subscribed for the period during which such interests are 
held. Emerging markets refer to the markets in countries that 
possess one or more characteristics such as certain degrees 
of political instability, relative unpredictability in financial 
markets and economic growth patterns, a financial market 
that is still at the development stage, or a weak economy. 
Respective investments may carry enhanced risks and should 
only be considered by sophisticated investors.

No liability
This document is intended for information and discussion 
purposes only and is not intended to be promotional material 
in any respect. The views and opinions contained herein 
are those of the author(s), and do not necessarily represent 
and may differ from the views of Silverhorn as expressed or 
reflected in other communications and promotional materials. 
Information contained herein is believed to be reliable, but 
Silverhorn does not warrant its completeness or accuracy.

Nothing contained in this document constitutes financial, 
legal, tax, investment or other advice, nor should any 
investment or any other decisions be made solely based on 
this document. This document does not provide any advice or 
recommendation as to whether any securities or investment 
strategy referred to in this document is suitable for the 
intended recipient.

Although all information and opinions expressed in this 
document were obtained from sources believed to be reliable 
and in good faith, no representation or warranty, express 
or implied, is made as to its accuracy or completeness and 
no liability is accepted for any direct or indirect damages 
resulting from or arising out of the use of this information. 
All information as well as any prices indicated are subject to 
change without notice. Any information on asset classes, asset 
allocations and investment instruments is only indicative. 
Before entering into any transaction, investors should consider 
the suitability of the transaction to their own individual 
circumstances and objectives. We strongly suggest that you 
consult your independent advisors in relation to any legal, 
tax, accounting and regulatory issues before making any 
investments.

Contact Silverhorn
If you have any enquiries concerning the document, please 
contact your Silverhorn client advisor for further information. 
Any communications with Silverhorn (including telephone 
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