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E - c o m m e r c e s t o c k s h a v e b e e n o n 
a r a l l y s i n c e m i d - M a r c h , w h e n 
m i l l i o n s of peop le w e r e c o n f i n e d 
to t h e i r h o m e s as a r e s u l t of t h e 
c o r o n a v i r u s p a n d e m i c . T h e MSCI 
World I n t e r n e t & Direct M a r k e t i n g 

Retai l I n d e x , w h i c h t r acks m o s t of t h e large 
e - c o m m e r c e players , h a s reg i s te red a r e t u r n 
of 93.27% s i n c e i t s l o w o n M a r c h 12 (as a t 
Aug 21) — t r i p l e t h e 32.93% r e t u r n of t h e 
MSCI All C o u n t r y Wor ld I n d e x . 

Desp i t e t h e rally, i n v e s t m e n t e x p e r t s say 
e - c o m m e r c e stocks are expec ted to c o n t i n u e 
t h e i r o u t p e r f o r m a n c e as m o r e people s h o p 
o n l i n e for t h e fo reseeab le f u t u r e . 

P r a s h a n t Bhayan i ,As ia chief i n v e s t m e n t 
of f icer at BNP Par ibas W e a l t h M a n a g e m e n t , 
s a y s t h e o v e r a l l p e n e t r a t i o n r a t e of t h e 
e -commerce indus t ry is less t h a n 15% globally. 
Th is m e a n s t h e r e is a m p l e r o o m for g r o w t h 
i n t h e c o m i n g years . 

" T h e Covid-19 c r i s i s h a s d r a m a t i c a l l y 
acce l e ra t ed t h e d e m a n d for o n l i n e grocer-
ies a n d o t h e r e s s e n t i a l s , as wel l as e - c o m -
m e r c e as a w h o l e . T h e cr i s i s h a s a t t r a c t e d 
a n o lder age g r o u p to m a k e t h e i r p u r c h a s e s 
o n l i n e a n d h a s b r o a d e n e d t h e ca tegor ies of 
e - c o m m e r c e s p e n d i n g fo r h o u s e h o l d s i n 
genera l , " says Bhayan i . 

" In t h e l ong t e r m , b e t t e r a n d fa s t e r com-
p u t e r a n d m o b i l e p h o n e connec t i v i t y , i n t e -
g r a t e d s m a r t w a r e h o u s e s fo r j u s t - i n - t i m e 
de l ive ry a n d e c o n o m i e s of sca le w i l l h e l p 
de l ive r lower p r o d u c t p r i c e s a n d i n c r e a s e 
t h e p e n e t r a t i o n r a t e of e - c o m m e r c e . Fur -
t h e r m o r e , w e live i n a n era i n w h i c h m a n y 
w o r k i n g people , i n c l u d i n g m i l l e n n i a l s , val-
u e t h e i r f r ee t i m e p u r s u i n g o u t d o o r spo r t s 
a n d soc i a l a c t i v i t i e s . T h e r e f o r e , t h e y c a n 
r e d u c e t h e t i m e s p e n t o n s h o p p i n g to jus t 
a f e w cl icks. 

"Final ly , o n l i n e de l ive r i e s a re s p e e d i n g 
u p f r o m less t h a n a w e e k to s a m e - d a y de-
l i v e r i e s , i n c r e a s i n g e - c o m m e r c e ' s m a r -
k e t p o t e n t i a l a n d c o m p e t i t i v e n e s s v e r s u s 
p h y s i c a l re ta i le rs . " 

M u n i r a h K h a i r u d d i n , CEO of P r i n c i p a l 
Asset M a n a g e m e n t Bhd (PAM), o p i n e s t h a t 
t h e e - c o m m e r c e i n d u s t r y h a s m o r e g r o w t h 
o p p o r t u n i t i e s t h a n t h e t r a d i t i o n a l sec tor , 
w h i c h gives it a m o r e sa fe -haven appea l un -
der t h e cu r r en t m a r k e t c i r cums tances . "Even 
pr io r to t h e Covid-19 ou tb reak , t h e sales vol-
u m e s of phys i ca l r e t a i l o u t l e t s w e r e g o i n g 
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Performance of selected e - commerce stocks (as at Aug 26) 

NAME BOURSE PRICE PRICE GAIN/LOSS 
(YTD)(%) 

PER (TIMES) MARKET 
CAPITALISATION 

Sea Ltd New York Stock Exchange US$154.13 283.22 NA HKS75.18 billion 

Shopify Inc New York Stock Exchange US$1,037.19 160.88 NA US$124.37 billion 

MercadoLibre Inc Nasdaq US$1,244.00 114.01 NA US$60.85 billion 

Amazon.com Inc Nasdaq US$3,346.49 81.1 128.66 US$1.68 trillion 

eBay Inc Nasdaq US$58.05 60.76 20.37 US$40.63 billion 

Tencent Holdings Ltd Hong Kong Stock Exchange HKS552.00 46.96 44.83 HKS5.29 trillion 

Alibaba Group Holding Ltd Hong Kong Stock Exchange HKS279.40 34.75 45.13 HK$6.04 trillion 

d o w n a n d e - c o m m e r c e p l a t f o r m s w e r e see-
i n g h e a l t h y in f lows of v is i tors a n d shoppers . 

"If you a re a l o n g - t e r m s h a r e h o l d e r , you 
w a n t to invest in compan ie s t h a t have a long-
t e r m u p w a r d t ra jec to ry w i t h clear i n t e n t . For 
t h a t p u r p o s e , e - c o m m e r c e s tocks a re close 
to a sa fe h a v e n because e - c o m m e r c e is t h e 
f u t u r e , a n d t h e r e h a s b e e n a s t r u c t u r a l s h i f t 
i n t h e e c o n o m y t o w a r d s t h i s sector . 

"So, wh i l e inves t ing in e - c o m m e r c e stocks 
is a g r o w t h s t ra tegy , to a c e r t a i n e x t e n t , i t 
is also a s a f e - h a v e n asse t . I a m n o t t a l k i n g 
abou t s a fe -haven asse ts s u c h as g o v e r n m e n t 
bonds , b u t safe h a v e n i n t h e w a y of bu i l d ing 
a n i n v e s t m e n t portfol io t h a t is future-ready." 

Lim Suet Ling, CEO of UOB Asset Manage-

kk 

kk I E-commerce as a 
percentage of total retail sales 
has been growing for many 
years, but the pandemic has 
brought forward several years 
of growth. 
> L i m | p J 

kk I If you are a long-term shareholder, 
you want to invest in companies that have 
a long-term upward trajectory with clear 
intent. For that purpose, e-commerce 
stocks are close to a safe haven because 
e-commerce is the future, and there has 
been a structural shift in the economy 
towards this sector. 
> M u n i r a h | p 

I In the long 
term, better and 
faster computer 
and mobile phone 
connectivity, 
integrated smart 
warehouses for 
just-in-time 
delivery and 
economies of scale 
will help deliver 
lower product 
prices and 
increase the 
penetration rate of 
e-commerce. 
> Bhayani I 
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m e n t (M) Bhd, says t h e m a r k e t h a s p ivo ted 
t o w a r d s e - c o m m e r c e so m u c h t h a t e v e n 
b r i cks -and-mor ta r s tores have invested heav-
ily in o n l i n e c h a n n e l s in r ecen t years . Retai l 
c o m p a n i e s such as W a l m a r t a n d Target have 
e m b r a c e d t h i s c h a n g e a n d have w i t n e s s e d a 
h u g e surge in t h e n u m b e r of people w h o shop 
o n t h e i r o n l i n e p l a t f o r m s i n r e c e n t m o n t h s . 

"The Covid-19 p a n d e m i c h a s acce le ra ted 
t h e a d o p t i o n of t h e o n l i n e s h o p p i n g t r e n d . 
E - c o m m e r c e as a p e r c e n t a g e of t o t a l r e ta i l 
sa les h a s b e e n g r o w i n g for m a n y years , b u t 
t h e p a n d e m i c h a s b r o u g h t f o r w a r d several 
yea r s of g r o w t h . Loclcdown o r d e r s a r o u n d 
t h e wor ld h a v e m e a n t t h a t c o n s u m e r s a re 
u n a b l e or u n w i l l i n g to v i s i t c rowded s h o p -
p i n g areas ," says Lim. 

"As c o n s u m e r s l e a r n a b o u t t h e c o n v e n i -
ence of onl ine shopping , th i s learnt behaviour 
is l ikely to pe r s i s t over t i m e . The s h i f t h a s 
b e e n m o s t p r o n o u n c e d i n g rocer ies , e s sen -
t ial goods and categories re la ted to t h e h o m e 
s u c h as h o m e decor a n d of f ice e q u i p m e n t . 
W h i l e m a n y c o n s u m e r s have b e c o m e c o m -
f o r t a b l e w i t h s h o p p i n g o n l i n e fo r a p p a r e l 
over t h e p a s t severa l yea r s , fo r t h i n g s l ike 
o n l i n e g roce ry s h o p p i n g , Covid-19 could be 
a g a m e changer . " 

She p o i n t s o u t t h a t a c c o r d i n g t o d a t a 
p rov ided by Bank of A m e r i c a , o n l i n e s p e n d -
i n g o n c red i t c a rd s w a s u p 90% year on year 
for t h e w e e k e n d e d J u l y 11. T h e s a m e c red i t 
card da ta s h o w s t h a t o n l i n e s p e n d i n g as a 
p e r c e n t a g e of t o t a l s p e n d i n g h a d i n c r e a s e d 
f r o m 13% pre-Covid-19 to 19% over t h e p a s t 
f e w m o n t h s . 

Adding e-commerce stocks to your cart 
BY JOTHAM LIM 

THE E-COMMERCE RALLY 
M u n i r a h says t h e d o u b l e - d i g i t r e t u r n s of 
e - c o m m e r c e s tocks can be a t t r i bu ted to t h e 
var ious quan t i t a t ive eas ing m e a s u r e s imple-
m e n t e d by central banks globally. "At such low 
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in teres t rates and w i t h quant i ta t ive 
easing [policies being implemented] 
globally, m o n e y has to find a h o m e 
somewhere.Thus, smart money is find-
ing itself invested in companies like 
e-commerce stocks, pushing up prices. 
So, w h e n we evaluate companies , we 
need to make sure that the price-earn-
ings ratios (PERs) are sustainable." 

A n o t h e r m e t r i c t h a t i n v e s t o r s 
should pay a t t en t ion to is t he com-
pany ' s ba lance shee t and cash flow 
s t r e n g t h , as well as h o w m u c h t h e 
company is investing in its own future, 
she says. "In the e-commerce industry, 
there is a gestation period during the 
init ial stage of the company, where it 
needs to spend quite a lot to get the 
business u p and runn ing . There will 
be a tu rn ing point , w h e n the compa-
ny has established an ecosystem and 
collected so m u c h data tha t it can be 
more self-sustaining. 

"The digital economy is such tha t 
u p - a n d - c o m i n g compan ie s need to 
con t inua l ly re invest in themse lves , 
wh ich brings us back to the balance 
sheet. How much are these companies 
able to invest in their own technology 
and R&D?" 

Muni rah points out tha t while the 
valuations of these e-commerce coun-
ters have become frothy, any share price 
correction is an opportuni ty to collect 
more shares. "We feel that e-commerce 
stocks are actually m e a n t for the long 
te rm, so you cannot not have these in 
your portfolio. It is a blue-chip sector 
in the US. So, if an investor does not 
have exposure to these stocks, they 
will be miss ing out," she adds. 

As the US-China t rade war is still 
going on, Muni rah highl ights tha t it 
is strategically advantageous to have 
positions in both markets . "The level 
of technology spend in the US is h igh 
and these Western e-commerce coun-
ters will only grow stronger and better. 
These companies — Facebook,Netflix, 
Spotify — have already become part 
of our daily lives, so you need to have 
these [ inyour portfolio]. 

"But China is also a growth story 
and is investing heavily in its techno-
logical development. Only about 20% 
of total retail sales in China is made 
online, so imagine the vast potential 
still in the country right now. So, forget 
about the East versus West a rgument . 
To me , you have to be s t ra tegica l ly 
present in both markets." 

B h a y a n i does n o t see t h e US-
China t rade war as a zero-sum game 
and th inks tha t e-commerce counters 
in both countr ies have room to grow 
because the industry is very fragment-
ed. "The first-mover advan tage and 
economies of scale have benefited in-
ternet giants in both the US and Chi-
na. China's economy and e-commerce 
c o m p a n i e s ' p e n e t r a t i o n ra te could 
grow faster, given tha t it comes f rom 
a less ma ture base and is more lever-
aged towards Asia's growth," he says. 

"For example , Asia-Pacific was the 
f a s t e s t g r o w i n g r eg ion for e -com-
merce [sales growth] in 2019. Malay-
sia had the fifth fas tes t g rowth rate 
of any count ry . However, t h e o the r 
global t rend of nea r shor ing t h e sup-
ply cha in and sensit ive technologies 
could change the nature of growth for 

t he region. For example, India is keen 
on fostering its own e-commerce and 
in t e rne t companies . 

"However, the early movers in the 
US and China continue to expand and 
already have a foothold in parts of Asia. 
This can take place in the form of local 
par tnerships , t hus reducing the local 
government 's concerns about compa-
ny ownership." 

SHORT-TERM HEADWINDS 
Despite t he optimistic outlook for the 
e-commerce industry, Bhayani points 
out several factors that may hinder its 
growth. These include the quality of 
t he supply cha in , public road infra-
structure, compet i t ion wi th physical 
retailers and penetration of broadband 
and mobile networks. 

"Not all products will benefi t f rom 
t h e g rowing p e n e t r a t i o n of e -com-
merce. Large bulky i t ems — such as 
furn i ture and automobiles — still rely 
on in-person viewing, which requires 
greater logistics and shipping costs as 
well as longer delivery t imes, impact-
ing the value proposi t ion offered by 
e-commerce. However, consumer tastes 
are changing rapidly and even online 
purchases of automobiles are growing 
f rom a low base," he says. 

UOB's Lim highlights tha t the sec-
tor may face some potential near-term 
headwinds due to the elevated valua-
tions and intense competition between 
e-commerce players."It is not so much 
w h e t h e r t h e i n d u s t r y c o n t i n u e s to 
grow, but w h o the u l t imate leaders in 
each category are. For example , Am-
azon is leading in several [product] 
categories in the US marke t ,bu t there 
are still battles for dominance in other 
categories and geographies," she says. 

Lim cites Alibaba Group Holding 
Ltd as an example of a business tha t 
ha s ou tpe r fo rmed the broader mar-
ket but has lagged behind its e-com-
merce peers because of compet i t ion 
f rom other players in China. Howev-
er, she no tes t h a t t he re are par t s of 
the business tha t are highly valuable, 
such as its fintech arm, Ant Financial 
Services Group. 

In Malaysia, there are no pure-play 
e-commerce players listed on the local 
bourse. Apart f rom investing directly 
i n such coun t e r s via s tock t r a d i n g 
p la t forms, retai l investors can ga in 
exposure to the global e - commerce 
market through locally accessible uni t 
trust funds and exchange-traded funds. 
These vehicles offer exposure to global 
technology and consumer discretion-
ary funds , a m o n g others. 

Investors can also invest in sectors 
a n d bus inesses t h a t have benef i ted 
f rom the growing e-commerce indus-
try, says Munirah, citing as an example 
her firm's global real estate investment 
t rust (REIT) fund, which has rebound-
ed 6% since April. She attributes this to 
REITs tha t offer exposure to logistics 
and warehousing, w h i c h benefi ts the 
e-commerce sector. 

"Even banking stocks — if they can 
demonstrate that they are future-ready 
and are working on their digital plat-
f o r m s a n d i m p r o v i n g t h e c u s t o m -
er exper ience — can benef i t as well 
because they are the enablers of the 
e-commerce industry," she adds. B 
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