Naspers loses R100 billion in value in
single day as Tencent woes bite
Sibongile Khumalo

Naspers and its subsidiary, Prosus, close in the red following news of a possible fine faced by Tencent.
Supplied

Naspers lost more than R100 billion in value on Monday after a report in the Wall Street
Journal triggered a large sell-off in the Chinese tech giant Tencent.
Naspers subsidiary Prosus owns 29% of Tencent.
After falling more than 15% at one point, Naspers ended the day 13% down at R1
557.89. Prosus dropped 11% at R765.18.
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Tencent slumped 10% in Hong Kong to its lowest level in two years on Monday after the
Wall Street Journal reported that it will have to pay a record fine for allegedly violating
Chinese anti-money laundering regulations.
According to the report, which cited unidentified sources, Chinese authorities found
Tencent’s WeChat Pay had allowed the transfer of funds for banned purposes like
gambling.
WeChat Pay also allegedly transgressed other rules related to identifying users on the
platform.
According to the Wall Street Journal, the fine but could run to hundreds of millions of
yuan (1 yuan trades for R2.40). Bloomberg reports that a probe into potential moneylaundering could open "a new front in Beijing’s sweeping crackdown on the internet
industry".
Chinese technology shares like Tencent also came under pressure on Monday after the
government launched a lockdown in parts of China, including the technology centre
Shenzhen, to curb the spread of Covid-19.
In addition, Bloomberg also reports that Chinese shares were hit by a report that Russia
has asked China for military assistance for its war in Ukraine. "Even as Chinese
authorities denied the report, traders still worry that Beijing’s potential overture toward
Russian President Vladimir Putin could bring a global backlash against Chinese firms,
even sanctions," Bloomberg reports.
Russia’s invasion of Ukraine has hit Naspers and Prosus, which owns large businesses
in the region.
Last week, Prosus announced that it will be writing down the full $700 million (roughly
R10 billion) value of its 25.7% stake in Russia's biggest internet company, the VK
Group.
Prosus also owns Russian classified ads business Avito, and its OLX Europe business
employs 350 people in Ukraine.
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"The news of money laundering claims and other regulatory infringements faced against
Tencent has quite rattled the market. The impact of the ongoing war is only secondary to
the latest revelations," said Wayne McCurrie, portfolio manager at FNB Wealth and
Investments.
Wilhelm Hertzog, portfolio manager at Rozendal Partners, said he was surprised that
Naspers took a lot more heat from the news than Tencent, whose decline was smaller.
He also pointed out that Naspers share price does not increase at the same pace as
Tencent stock after a dip.
"There has been an asymmetry there," said Hertzog.
Naspers and Prosus have been under pressure from investors to do something about
the fact that they are trading at a discount to their stake in Tencent. Hertzog added his
voice to those who want the groups to unbundle the stake in Tencent and others to
shareholders.
He said another drag on the Naspers share price in the past months had been the
performance of its delivery businesses, which have "declined dramatically".
"There has also been a disappointment with the Naspers capital allocation, as they put a
lot of money in delivery businesses in the past year or so."
Both Naspers and Prosus shares have lost more than half of their value since a year
ago.
Fin24 is owned by Media24, which is in the Naspers stable.
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