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THE BIG PICTURE

Who Is IDG Capital?

We break down one of China’s leading investment firms.

BY HANNAH REALE — MARCH 7, 2021

Co-chairmen Hugo Shong (left) and Jim Breyer at the Fortune Global Tech Forum in 2018.

Credit: Shawn Koh/Fortune, Creative Commons

DG Capital has backed some of China’s hottest startups. The venture capital and private
I equity firm that got its start in China in 1993 has made more than 1,000 investments
over the past two decades. It made early bets on the Chinese search engine giant Baidu and
the powerhouse social networking and gaming giant Tencent but has also backed Xiaomi,
SenseTime, Pony.ai and Pinduoduo. Today, it has over $23 billion in assets under

management, according to PitchBook.

It has stayed ahead of the curve to become the world’s fourth-most successful investor in

unicorns, according to a Hurun report. !

Though IDG Capital was formed in the United States, its portfolio is predominantly
Chinese.? Patrick J. McGovern, the late chairman of the Boston-based parent company,
International Data Group, brought on Hugo Shong in the 1990s to establish IDG Capital’s
operations in China. Later, IDG Capital raised a $586-million fund for Chinese TMT

(technology, media, and telecoms) startups, and, with co-chairman Jim Breyer’s firm (Breyer

Capital) set up a $1 billion fund for growth-stage, China-focused companies.

IDG Capital’s China operations have been so successful that in 2017, the Beijing-based unit
teamed up with China Oceanwide Holdings, a major Chinese property developer, to acquire

the parent group, International Data Group, and its subsidiaries.>

At The Wire, we periodically focus on fast-growing firms investing in China, introducing
them to our readers and mapping their corporate and shareholding structures. Several

months ago, we began with Hillhouse Capital. Now, we introduce readers to IDG Capital.

IDG Capital’s Management Team
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Co-chairman Hugo Shong brought IDG Capital to China as one of the first foreign-backed
venture capital firms to set up in the country. IDG initially started in China by selling the
trade magazine Computerworld, a difficult sell in a market that then had few computers, but
later signed deals to license Harper’s Bazaar, Good Housekeeping, Esquire, the Robb Report,
and Cosmo. Shong also set up operations to invest in technology startups. IDG Capital, for
example, was an early, pre-IPO investor in both Tencent and Baidu (though it sold its stake

in Tencent years before the firm went public).

Co-chairman Breyer’s path to IDG Capital wasn't as direct. He worked with IDG Capital
when his former employer Accel backed one of their funds in 2005. Through Accel and
Breyer Capital, he worked with IDG at least seven times before joining the team himself. He
still manages his VC firm Breyer Capital.

Information about more team members, many of whom have been working for IDG Capital

since the 1990s, can be found on its website.

HUGO SHONG
Co-Chairman and
Founding Partner

JIM BREYER
Co-Chairman

ZHOU QUAN
Managing Partner

WANG JINGBO
Co-Managing Partner

\

Shong, who grew up in
China’s Hunan Province,
worked as a journalist in
China and then studied at
Boston U. and later joined
International Data Group.
In 1993, he was the found-
ing partner at IDG Capital
in China and helped build it
into one of the country’s
leading investment firms.

Breyer is a billionaire inves-
tor who worked at Accel
Partners, made an early
investment in Facebook and
later partnered with IDG
Capital in China. He serves
as co-chairman of IDG
Capital and invests in China
as he continues to manage
his own firm, Breyer Capi-
tal.

Sources: IDG Capital, company websites, news reports

IDG’s Limited Partners

Zhou became a managing
partner in 1995, two years
after joining IDG Capital.
He made early investments
in Baidu and Tencent. Zhou
previously worked with NASA
and studied at the University
of Science and Technology
of China, the Chinese Acad-
emy of Science, and Rutgers
University.

Wang joined IDG Capital in
2011. He works on private
equity and mergers and
acquisitions, and has
specialized in the energy
sector. He previously
worked for U.S. hedge fund
D.E. Shaw & Co. and gas
company ExxonMobil.
Wang studied at Tsinghua
and Cornell Universities.

IDG Capital has had dozens of limited partners, or LPs, over its nearly 30 years in China,

raising billions of dollars, primarily to invest in Chinese technology companies. Pension

funds, philanthropies, and foundations frequently partner invest with the firm. Among the

most notable Chinese LPs is the National Council for Social Security Fund, the Chinese

government fund.*

But a large share of the funds that IDG raises to put to work in China come from

institutional investors from the U.S. PitchBook has identified 45 of IDG Capital’s limited
partners. Below we look at 22 LPs, institutions that have backed at least two of IDG
Capital’s funds.

IDG Capital L.Ps

Limited Partners
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TrueBridge Capital Partners

Sherman Fairchild Rockefeller Foundation Goldman Sachs HP Master Trust Robert Wood Adams Street Partners

Foundation New York, NY AIMS Group Austin, TX Johnson Foundation  Chicago, IL

Chevy Chase, MD Philanthropy that funds New York, NY Pension fund for the Princeton, NJ Fund of funds for investors

Education-focused scientific discovery and Fund of funds for investors employees of hardware Health-oriented in the multinational

nonprofit foundati develop with the in the multinational and IT company Hewlett- charitable foundati investment g
Rockefeller family fortune  investment bank Packard (now HP Inc)

Chapel Hill, NC

Asset management firm that invests in venture capital

Carnegie Corporation of New York
New York, NY

Charitable foundation focused on peace,
education, and democratic values

Delaware Public Employees’

Texas County & District Retirement System Retirement System
Austin, TX

Pension fund for Texas public employees

Liberty Mutual Retirement Benefit

Dover, DE

HarbourVest Partners

Plan =< Boston, MA

Boston, M a pl a Funfi of funds for investors in the private

Pension fund for employees of equify invesiment manager

insurance company Liberty Mutual John S. and James L. Knight Foundation
Miami, FL

Liberty Mutual Insurance Company Charitable foundation that invests in

Boston, MA journalism and the arts

Personal and commercial insurance company

Liberty Mutual Fire Insurance Company

Mayo Pension Plan
Rochester, MN
Pension fund for employees of the Mayo Clinic

Boston, MA

Insurance company that protects against

fire damage
Knightsbridge Advisers  University of Michigan The Swartz The Leona M. and The Children’s Hospital ~ The Annie S. Casey
Cambridge, MA Endowment Foundation Harry B. Helmsley of Philadelphia Master ~ Foundation
Venture capital fund Ann Arbor, MI Lloyd Harbor, NY Charitable Trust Trust Baltimore, MD
of funds originally Manages funds of the Funds neuroscience New York, NY Philadelphia, PA Charitable foundation
founded in London University of Michigan research Health-oriented Pension fund for employees  with a focus on children’s

foundation of the Children’s Hospital ~ wellbeing

Data: PitchB
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Major Investments

IDG Capital invested early in some of China’s biggest companies and rising stars. It
participated in the early fundraising rounds for Meituan, the e-commerce giant, and
Yuanfudao, the education firm that is now one of China’s hottest startups. In January, one of
the startups it invested in, a vaping company called RELX Technology, raised more than $1
billion with an TPO on the New York Stock Exchange.”

Some of its biggest up-and-comers have also been subject to scrutiny in recent months.
Pinduoduo has been wrapped up in questions over worker treatment after two young
employees died within days of each other. Electric vehicle maker Xpeng ran into trouble, too;

it recalled more than 13,000 vehicles in January.®

Below, trace some of IDG Capital’s more recent major investments.

Public pension fund for Delaware state employees
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$4 Billion Later Stage: Meituan
Beijing-headquarted Meituan is best known for its food
delivery services, but it also pilots autonomous-driving
deliveries and, until January, offered a health care mutual
aid program. It listed in Hong Kong in late 2018 and now
has a more than $250-billion market cap. IDG Capital par-
ticipated in a $4 billion fundraising round led by Tencent.
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Early Stage: Xpeng

Xpeng is one of China's most prominent rising electric vehi-
cle startups. The Guangzhou-based company, founded in
2014, listed on the NYSE in August 2020. IDG Capital
participated in an over $350-million fundraising round.
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Series B: Pinduoduo

Pinduoduo is an e-commerce site with deep discounts that
offers a social component to online shopping. The company
listed on Nasdag in 2018 and now has a nearly $200-billion
dollar market cap. IDG Capital funded Pinduoduo when it
was valued at $1.4 billion.
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Series A: Yuanfudao

Yuanfudao offers live tutoring and online instruction. It's
valued at over $15.5 billion, making it the world’s largest
education unicorn. IDG Capital gave Yuanfudao its first
investment in 2012, and has invested six times since.

Data: PitchBook, S&P’s CapitallQ, company websites, IDC
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Yuanfudao, Backed by IDG Capital
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Seed Round: RLX Technology
RELX quickly grew to become one of China's largest vaping
companies. lis January IPO brought it o a $35+ billion
market cap, when IDG Capital sold part or all of its stake.

IDG Capital and Chinese VC firm Source Code Capital seeded
RELX with just under S6 million.
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Series A: Ping An Healthcare And Technology
The Shanghai-based company offers an online healthcare
platform. Its flagship app, online health consultation app
Ping An Good Doctor, had over 1.1 billion visits through the
peak of the epidemic in China, per its 2020 annual results.
IDG Capital took a small stake in 2018 and sold its shares
in the company’s Hong Kong IPO later that year.
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Purchases IDG with China Oceanwide

IDG Capital and China Oceanwide teamed up to purchase
IDG, the media and market research company that helped
establish DG Capital. IDG Capital took control of IDG Ven-
tures, an arm that controlled billions in venture funds, and
took a minority stake in the rest of IDG.
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sensetime
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Series A: SenseTime

Beijing-based SenseTime has risen to become a massive
facial recognition company valued at $12 billion after a
round of fundraising in 2020. IDG Capital seeded the Al
giant in its first S10 million investment round, and invested
again in 2017.

m Xiaomi

DECEMBER 2010

Series A: Xiaomi

IDG Capital parficipated in smartphone maker Xiaomi’s
first, S41-million fundraising round. Xiaomi sold the
fourth-most smartphones in 2020, falling behind only Sam-
sung, Apple, and Huawei. The company is listed in Hong
Kong with a $75+ billion market cap.

Yuanfudao was already China’s big name in education tech, but it drew new attention this

year for its platforms’ utility in the Covid-19 pandemic. The company offers remote
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educational resources for K-12 students, serving 400 million users in China. A blockbuster

$2.2-billion fundraising round in late 2020 raised its valuation to $15.5 billion, roughly

double that of March 2020. Backing came from big names like Tencent, Hillhouse Capital,

media and entertainment investor CMC Capital Group, and, of course, IDG

Capital. Yuanfudao is now reportedly seeking financing at a more than $20 billion valuation.

Its onshore ownership structure — including IDG Capital employees’ cumulative 19-percent

stake — is shown in the chart below.’
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63.57% 9.73%
Yuanfudao co-founder Yuanfudao co-founder
and CEO
WireScreen

Yuanfudao
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8.37% 8.37% 5.44% 2.39%
IDG Capital IDG Capital (MC Inc. CFO IDG Capital partner
employee employee

Note that IDG employees listed may just be registered to hold shares because of Chinese rules, and are unlikely to be the owners of those shares.

Data: WireScreen

Hannah Reale is a staff writer with Zhe Wire. Previously, she
reported for the GBH News Center for Investigative
Reporting, The West Side Rag, and her college newspaper, The
Wesleyan Argus. @hannahereale
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Transsion's Triumph

BY GARRETT O'BRIEN

A look at Transsion’s monumental growth,
unique marketing strategies and future

growth potential.

Jorg Wuttke on China's Self-
\ Destruction

Pole Position AN L BY ANDREW PEAPLE

| N ; The EU Chamber of Commerce in China

president talks about China's self-inflicted

BY EYCK FREYMANN

In public, Chinese diplomats and climate negotiators deny that they see any link between problems; how he gets away with being so

climate change and geopolitics. But there is a deeply cynical consensus within China’s academic outspoken; and why he believes in China's

and policy communities that climate change creates geopolitical opportunities that China can comeback gene.

exploit — and must exploit before its rivals do. Greenland was the proof of concept for this

strategy. And it caught the U.S. flat-footed.
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