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INTRODUCTION 
If there’s one variable dampening the relative exuberance that has characterized the market for the last few 
months, distilling anxiety from uncertainty and slowing even the most bullish of runs, it is undoubtedly the 
Covid-19 coronavirus outbreak, which is thought to have originated in Wuhan, China before spreading 
throughout the world.  

The economic impact of the virus has been driven by disruptions in the supply chain, heightened trade anxiety, 
and the epidemiology of the virus itself, which has affected both air travel and the cruise industry as carriers 
aim to blunt the spread of the virus. Among those who’ve taken losses or lowered revenue guidance are Adidas 
(ADS:GR), which was forced to temporarily close stores throughout China and, more disturbing to the 
American market, Apple (APPL: US), whose February 17th investor update lowered revenue estimate for the 
March quarter citing both production and retail slowdowns due to the quarantine. Shares of Apple dropped 
2.4% – representing $34B in market cap – the next trading day. 

Despite this ongoing drama, some companies are actually thriving, even in China. Foremost among them is 
Chinese e-commerce titan JD.com (JD:US), also known as Jingdong, which has been the subject of no less than 
a dozen ideas – both long and short – on SumZero. JD is an economic powerhouse whose backers include 
TenCent (700:HK), who owns 20% of the company, private equity firm Hillhouse Capital, and Walmart 
(WMT:US), with a surprising stake of just under 11%. 

THE CASE FOR ANTIFRAGILITY 

JD.com shows a remarkable ability to optimize its position despite the adverse conditions presented by the 
spread of Covid-19. In a recent blog post, the company announced its deployment of drones to disinfect areas 
of inner Mongolia, part of the government-led effort to contain the virus, the significance of which will be 
clarified momentarily. In fact, JD.com’s founder Liu Qiangdong attributes some of the company’s success to the 
2003 SARS epidemic, telling the Financial Times that he “wouldn’t have entered ecommerce hadn’t it been for 
Sars.” The timing on this entry and the past 17 years of industry domination in the sector have been 
exceptionally fortuitous. In the words of Steven Gart, a Managing Director at John Locke Capital Management 
who wrote a long thesis on the company for SumZero in 2017, “JD has become the Amazon of China.”  

Among those who’ve identified JD’s antifragility is ShawSpring Partners CEO and SumZero author Dennis 
Hong, whose long position in JD has been regularly updated and documented in one of SumZero’s most 
widely-read ideas on the company. In a February comment, Hong details how JD is enjoying increased 
business thanks to the opportunities presented by the virus outbreak and support from the Chinese 
government. 

“JD is operating at pretty full capacity - other express players don't really have too much capacity to go 
around, so the Chinese government is leveraging China Post and JD's logistics assets to help deliver 
during the Chinese New Year period 

The Chinese government has released two videos praising what JD has done - probably significant 
because it's virtually unheard of for the government to applaud a private company at all, let alone 
twice. Seems like JD has built a strong relationship with the government.” 
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In contrast, statements from JD’s major competitor AliBaba (BABA:US) have been decidedly grim, with the 
company’s Chief Executive David Zhang candidly telling the Wall Street Journal last week that BABA is “being 
tested” with its logistics arm operating at 20% of capacity, customers experiencing major delivery delays, and 
waning retail confidence in the form of “a reduced willingness from consumers to make (apparel and 
electronics) purchases at the height of the epidemic.” In contrast, Hong points to a Financial Times article that 
reports “Alibaba’s struggles to muster its workforce have benefited its competitor JD.com, which controls its 
own logistics and has maintained deliveries.” Just as in 2003, the company has actually been made stronger by 
a global viral outbreak. As Hong comments, 

“Overall, JD stands as a beneficiary of the coronavirus, especially because JD's vertically-integrated 1P 
delivery network has allowed them to capitalize on inventory issues faced by offline competition and 
JD Fresh/Hema will likely deepen penetration as people avoid wet markets.”  

Moreover, the coronavirus outbreak also saw the company launch a free online health consultation platform 
through subsidiary JD Health in January, quickly expanding its scope to include “all diseases.” Patients submit 
symptoms and are diagnosed or advised by 30,000 doctors from hospitals across China who’ve partnered 
with the company. The service apparently excels in efficiency: the company claims that “90% of patients who 
choose quick online medical inquiry service can get answers within three minutes.”  

Supporting those opportunities, however, is JD’s fundamental value to China’s growing consumer base 
following what Hong called a “transformation into a technology-driven, consumption-based economy” in a 
2018 interview with SumZero. A recent article on Investor Place notes that the company is in a prime position 
to leverage the massive surge in the Chinese middle class, which has, according to McKinsey & Company 
research, adopted western consumer habits and attitudes and is forecast by Statista Research to grow to 700 
million in 2020. That value includes incredible delivery speeds – over 90% of JD’s direct retail orders are 
delivered in 24 hours – and expanded, differentiated product lines, including bespoke tailor-made clothes via 
its in-house brand J. Zao. This diversity of products has long been a cornerstone of the business, whose 
offerings, Hong writes, include “home appliances, electronics, apparel, wine and alcohol, fresh food, airplane 
tickets, and automobiles. A consumer can purchase almost any product that he/she is looking for on JD.com.” 

Hong is not alone in his perception of value in the company. Among those with significant holdings in JD is 
New York City-based investment fund Tiger Global Management which holds a $1.86B stake in the company, 
representing just over 10% of its AUM valued at $36B as of 12/31/19. Tiger’s stake is followed in size by 
Blackrock, with $1.5B in JD stock as part of its massive holdings. 

CONCLUSION 

With anxiety over Covid-19 and the potential for other pandemics to shape headlines and investment decisions, 
smart investors will look to opportunities in robust sectors and companies. For Hong and others with long 
positions, JD represents an even better opportunity, affording not only stability, but antifragility amidst the 
rising challenges of epidemics and other global threats.  
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FEATURED FUND MANAGERS 

• Steven Gart, Managing Director, John Locke Capital Management 

• Dennis Hong, CEO at ShawSpring Partners 

ABOUT SUMZERO  

SumZero is the world’s largest community of investment professionals working with the industry’s most 
prominent hedge funds, mutual funds, and private equity funds. With more than 16,000 pre-screened 
professionals collaborating on a fully transparent platform, SumZero provides direct access to thousands of 
proprietary investment reports every year and fosters on-going communication within the network.  

The research on SumZero cuts through the noise that pervades the industry and provides its community with 
in-depth, actionable investment research and data. SumZero offers ancillary services in support of our research 
platform. These services include capital introduction, buyside career placement, media placement and more.  

DISCLAIMER  

Important: The information presented in this report has been prepared solely for informational purposes and 
does not constitute an offer to sell or a solicitation of an offer to buy interests or any other securities or to 
participate in any trading strategy. 

SumZero is not a registered investment advisor or broker-dealer, and is not licensed nor qualified to provide 

investment advice. There is no requirement that any of our Information Providers be registered investment 

advisors or broker-dealers. Nothing published or made available by or through SumZero should be considered 

personalized investment advice, investment services or a solicitation to BUY, SELL, or HOLD any securities or 

other investments mentioned by SumZero or the Information Providers. Never invest based purely on our 

publication or information, which is provided on an "as is" basis without representations. Past performance is 

not indicative of future results. YOU SHOULD VERIFY ALL CLAIMS, DO YOUR OWN DUE DILIGENCE AND/OR 

SEEK YOUR OWN PROFESSIONAL ADVISOR AND CONSIDER THE INVESTMENT OBJECTIVES AND RISKS AND 

YOUR OWN NEEDS AND GOALS BEFORE INVESTING IN ANY SECURITIES MENTIONED. INVESTMENT DOES 

NOT GUARANTEE A POSITIVE RETURN AS STOCKS ARE SUBJECT TO MARKET RISKS, INCLUDING THE 

POTENTIAL LOSS OF PRINCIPAL. You further acknowledge that SumZero, the Information Providers or their 

respective affiliates, employers, employees, officers, members, managers and directors, may or may not hold 

positions in one or more of the securities in the Information and may trade at any time, without notification to 

you, based on the information they are providing and will not necessarily disclose this information to 

subscribers, nor the time the positions in the securities were acquired. You confirm that you have read and 

understand, and agree to, our full disclaimer and terms of use, a copy of which can be accessed by clicking here 

and that neither SumZero nor any of its Information Providers is in any way responsible for any investment 

losses you may incur under any circumstances.
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