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TRUST IS GOOD. IS ANTITRUST BETTER? 

Are governments across the world gearing up to break
monopolies? Perhaps we could ignore the rhetoric
undertone in that question and simply look at the cases
in point- The landmark Google lawsuit, the Apple case
on both sides of the Atlantic, and most recently, the
Ant Financials case. Tangled in complex lawsuits, be it
the Big Tech of the West- Facebook, Apple, Alphabet,
Google, or the Financial Powerhouse of the East-
Ant Financials, there is one glaring question that
applies to them all - Are the big getting bigger with
their use of unfair monopolistic practices?

COMPETITION AND CO-EXISTENCE

When co-operation is no longer the antithesis of competition and they manage to co-exist, we know
that it could result in pathbreaking synergies. Sometimes it’s simply a marriage of convenience,
sometimes it’s more detrimental to be competing against one another, or sometimes, it’s just win-win
for both.

Take the Apple-Google alliance for instance. Back in 2017, when Sunder Pichai and Tim Cook had met
for dinner one evening in Palo Alto, it sent the tabloid into a tizzy with speculations of what the heads
of the two most powerful companies in the world were discussing about. Surely it was not a simple
dinner meet! We would know later that one of the most lucrative deals in history was renewed – a deal
that not only secured billions of dollars for them both, but also ensured that they remained at the top
in the tech industry- Google’s search engine would feature as the preselected choice on Apple’s iPhone
and other devices.
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https://economictimes.indiatimes.com/news/international/business/apple-google-and-a-deal-that-controls-the-internet/articleshow/78874864.cms


Enter the Antitrust Law.

So, even as they remain fierce competitors, they know
better than to walk away from deals that benefit both of
them and shake hands instead.

Well, consumers probably may not give it too much thought because they take it for granted that
Google Search is available on their iPhones anyway. All it needs is a simple download from the App
Store for it to occupy a coveted space on the phone - Google Search plays quite an exceptional role in
our existence, after all! All thanks to a deal like this one that controls the internet.

WHAT’S THE BIG DEAL ABOUT SUCH DEALS?

Makings of a monstrous monopoly? Or just a simple synergy? Seemingly, more the former.

The Justice Department, which asked for
a court injunction preventing Google
from entering into deals like the one it
made with Apple, argues that the
arrangement has unfairly helped make
Google, which handles 92% of the
world’s internet searches, the center of
consumers’ online lives.

- ET Prime Report

There was one headline in October 2020 that diverted

the world’s attention from Covid for a while- The

landmark lawsuit filed by the Justice Department against

Google- apparently the US government’s biggest

antitrust case in the past two decades. The Apple-Google

deal was in jeopardy. The prosecutors alleged that Google

was protecting its monopoly and warding off competition

by entering into a deal with Apple. The regulators argued

that it prevented other search engines and also smaller

companies from thriving.

Apple receives an estimated $8 billion to $12 billion in

annual payments — up from $1 billion a year in 2014 —

in exchange for building Google’s search engine into its

products. That’s not money Apple would be eager to walk

away from.

-ET Prime Report

Let’s talk about the impact on the industry players next. Such deals are quite detrimental to many
businesses. Big online businesses such as Yelp and Expedia as well as many smaller organizations
allege that Google Search leverages its dominating position to generate more revenues from
advertising and also makes other Google apps such as Google Maps, for example, appear as a default
option for people to use.



THROWBACK TO SOME (IN)FAMOUS MONOPOLIES

“Where a trust becomes a monopoly, the state has an
immediate right to interfere.” - Theodore Roosevelt

Roosevelt had a reason to be upset against the abusive
nature of monopoly. The early monopolies in the US that
operated nearly a century ago are a classic testimony to
the dark shades of monopoly.
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Another company, American Tobacco, went a step
further in charging more than a fair price for
cigarettes by providing misinformation about the
supposed advantages of tobacco consumption- it
even claimed that it cured asthma!

The monopolistic practices employed by Standard Oil
Company and Trust is another example of how the
empire of John D. Rockefeller and associates
controlled almost the entire oil production,
processing, marketing, and transportation in the
United States from 1807 to 1911.

Finally, no monopoly narrative can ever be complete
without the ‘Morganization’ of America. Also known
as the ‘Caesar of Wall Street’, John Pierpont Morgan
employed some of the most formidable monopolistic
practices America had ever seen. He identified weak
or small players in a particular sector and effected a
series of mergers, ultimately creating powerful
monopolies in the 1890s. By 1900, he owned more
than 5000 miles of railroad. Soon, he was practically
controlling the nation by taking over steel, electricity,
railroads and even banking.

The Sherman Antitrust Act that was passed in 1890

eventually saw major U.S. monopolies break up.

Ultimately, timing is everything. When
timed right, monopoly is not all bad because
it accelerates development in a country or a
region. Monopolies also have the advantage
of leveraging from the economies of scale
leading to lower costs, which technically
should benefit the end-consumer. However,
in the real world, most monopolies become
dominant in nature, leaving little or no room
for competition and ultimately resulting in
unfair pricing. That’s when watchdogs like
Antitrust Laws swing into action.
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Cartoon of Morgan and Theodore 
Roosevelt fighting for supremacy

An editorial cartoon, published around 1900, 
depicting Standard Oil president, John D. 

Rockefeller, as the "King of the World"

Morgan carrying the railroad and 
steel industries in a basket

One such example is International Harvester, which was said to have revolutionized American
agriculture in the early 1900s, by making agricultural equipment to cater to the then-predominantly
agrarian nation. What was the problem? 5 separate companies that were manufacturing and selling
harvesting machinery combined themselves into creating this ominous entity, resulting in a monopoly
of epic proportions. It also acquired the property and business of various competitors and the control
of steel, coal and other subsidiary companies; added all other classes of agricultural implements to its
lines and used various unfair trade methods and practices to destroy its competitors; closed the
opportunities for new competitors in all lines of agricultural implements; and assumed a massive
control over the pricing of harvesting machinery.

https://www.investopedia.com/ask/answers/032315/what-are-most-famous-monopolies.asp
https://www.britannica.com/topic/Standard-Oil
https://www.investopedia.com/terms/m/morganization.asp#:~:text=Morganization%20refers%20to%20the%20strategy,mergers%2C%20ultimately%20crafting%20powerful%20monopolies.
https://americanbusinesshistory.org/whatever-became-of-international-harvester/


The late 19th century witnessed an emergence of several
laws and policies in the US, to address concerns over short
in-line rail-roads either being acquired by their larger
counterparts or being consolidated into giant systems. The
Sherman Antitrust Act was the oldest among them. The term
‘trust’ was commonly used to refer to big business, especially
a large, growing manufacturing conglomerate of the sort that
suddenly emerged in great numbers in the 1880s and 1890s.
Advocators of the ‘antitrust’ policy disagreed with the
concept of ‘trust’ and insisted that free competition and the
opportunities for individual Americans to build their own
businesses was necessary for the US Economy to thrive. The
Act was drafted by Senator John Sherman of the US
Congress and was passed by the Congress in 1890.

UNDERSTANDING ANTITRUST BETTER

Let’s talk a bit about Antitrust. Now that we know the
backdrop of where it came from, let’s understand its intent
better.

Antitrust Laws are not necessarily anti-mergers or anti-
acquisitions, but they ensure that they don’t snowball into
becoming monopolistic beasts. The laws are meant to ensure
a level-playing field for all the business players in the industry
and encourage fair competition by limiting the market power
of any particular firm. Therefore, mergers and acquisitions
come under the scanner when they threaten to concentrate
market power and limit competition through various practices,
including price fixing. Therefore, the basic idea is to promote
competition among businesses, limit monopolies and finally,
give more options to consumers. Of course, this simplistic
view of the law leaves it open to debate, but right now, we’re
just summing up the fundamental premise.

“If we will not endure a king as a

political power, we should not endure

a king over the production,

transportation, and sale of any of

the necessaries of life.”

– Senator James Sherman of the
US Congress

The Core U.S. Antitrust Law was created by three pieces of
legislation: the Sherman Antitrust Act of 1890, the Federal
Trade Commission Act, and the Clayton Antitrust Act.

The Sherman Antitrust Act makes it illegal to try to restrain
trade or form a monopoly. It gives the Justice Department
the authority to approach the federal court for orders to stop
illegal behaviour or to enforce remedial actions.

John Sherman
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https://en.wikipedia.org/wiki/History_of_United_States_antitrust_law:~:text=It%20broke%20the%20monopoly%20into,%2C%20of%20California%20(Chevron)%2C


BACK TO THE PRESENT



Judging by the kind of influence that Facebook, Amazon,
Apple and Google have on our everyday lives, it’s no
surprise just how much power these tech powerhouses
must have over digital markets.

THE NOT-SO-FABULOUS TALE OF THE BIG TECH FAB 4

Business practices of these influential companies were scrutinized, and the 
report revealed the following common problems-

Scathing as the above remarks made by the committee may seem, the relevance of the antitrust laws
made almost a century ago, was not lost on the committee.
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In June 2019, the subcommittee on Antitrust,
Commercial and Administrative Law of the
United States Senate Committee on the
Judiciary (a standing committee that oversees
the Department of Justice) decided to dig
deeper into the state of the competition in the
digital market. The investigation was aimed at
not just reviewing the market, but also
assessing the power held by Facebook,
Amazon, Apple and Google and its effects on
the US economy, its democracy and finally,
the resultant effect on the rest of the world.

First, each platform now serves as a gatekeeper over a key channel of distribution. By
controlling access to markets, these giants can pick winners and losers throughout our
economy. They not only wield tremendous power, but they also abuse it by charging
exorbitant fees, imposing oppressive contract terms, and extracting valuable data from
the people and businesses that rely on them. Second, each platform uses its gatekeeper
position to maintain its market power. By controlling the infrastructure of the digital age,
they have surveilled other businesses to identify potential rivals, and have ultimately
bought out, copied, or cut off their competitive threats. And, finally, these firms have
abused their role as intermediaries to further entrench and expand their dominance.
Whether through self-preferencing, predatory pricing, or exclusionary conduct, the
dominant platforms have exploited their power in order to become even more dominant.

To quote the closing remarks made by the House Antitrust Subcommittee Chair Rep. David Cicilline-

These companies as they exist today have monopoly power. Some need to be broken up;
all need to be properly regulated and held accountable. We need to ensure the antitrust
laws, first written more than a century ago, work in the digital age.

To sum up, a unilateral view of monopoly in an increasingly complex and dynamically connected
global economy may not be the most effective way of regulating companies of today.

Search Engine Market Share in 2020

https://judiciary.house.gov/uploadedfiles/competition_in_digital_markets.pdf
https://www.cybersecurityintelligence.com/blog/the-big-us-tech-corporations-are-a-monopoly-of-power--5272.html
https://www.pymnts.com/antitrust/2020/big-tech-and-the-optical-illusion-of-monopoly/


One of the largest IPOs in history, the IPO of the Ant
Group, was all set to make headlines until it was
mothballed by China’s financial regulators. In a major step
towards regulating the monopolistic powers of the
country’s tech giants, China’s market regulator has drafted
its first antitrust rules. Even companies like Tencent,
Alibaba, Meituan and JD.com are expected to come under
the scanner of the new regulations.

FINTECHS ON THE WRONG SIDE OF THE FENCE

Barely a few days before the much-awaited
market debut, Jack Ma, co-founder of Alibaba
and Ant Group’s controlling shareholder, had
made some controversial statements about
China’s financial and regulatory system
indicating that they suppressed innovation.
He expressed that the need of the hour was a
revamp of the financial services to be
extended to small firms and individuals on the
basis of technology – which as per him, was
the ethos that Ant was largely based on.
Criticizing the operational practices of China’s
banks as “having a pawnshop mentality”, Ma
opined that this model spelt doom for the
country’s future growth.

Ant’s growth trend perhaps bore an eerie
resemblance to the Morganization-induced
disruption of the financial sector, something
China was not ready for. Ant could not be
allowed to grow bigger. Not just yet at least.
Systemic financial risks stemming from
excessive use of technology in finance was
cited as the top concern by the regulators.
They were also concerned about the
mammoth influence that digital operations,
especially those of Ant’s, have on the
Chinese financial landscape.
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The Global Footprint of Ant Financial’s Alipay
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But there are always two sides to a coin.
Various opinions about China’s favoritism
towards state-owned banks and enterprises
and the resultant stunting of monopolization
of private enterprises have also been doing
the rounds.

https://medium.com/moneyguru-insights/halting-ant-ipo-antitrust-rules-china-targets-tech-giants-62fab32970e6


Closer home, India’s antitrust regulators have initiated
an investigation into Google for misusing the dominant
position of its app to promote its payment service in
India. Google Pay, formerly known as Tez, is one of the
most popular payments services in India. It competes
with Walmart’s PhonePe, Paytm and a range of other
apps. As of October, Walmart’s PhonePe was slightly
ahead of Google Pay in India. Again, there are opinions
citing India’s favoritism towards state-owned banks,
with the government prompting banks to promote only
RuPay cards, a product of National Payments
Corporation of India (NPCI), the umbrella organization
in charge of retail payments in the country.

Both Google Pay and PhonePe individually
process roughly 40% of all transactions on
UPI, a payments infrastructure built by
large banks in the country, also the most
popular digital payments solution in India.

-TechCrunch Report

APPLE- THE VICTOR OR THE VANQUISHED? 

Even as Apple emerged victorious in the European tax
case when the EU court reversed a landmark $15 billion
tax bill slapped on Apple by European authorities, it has
been facing massive antitrust issues both in the US and
Europe. Back in 2016, The European Commission had
ordered Apple to pay for gross underpayment of tax on
profits across the European Union between 2003 and
2014. It contested that Apple had used two shell
companies incorporated in Ireland, with the agreement
of tax authorities in Dublin, to report Europe-wide
profits at effective rates well under 1%.

This is what the EU antitrust chief 
Margrethe Vestager had said in 2016-

Member States cannot give tax
benefits to selected companies -
this is illegal under EU state aid
rules.

While both Apple and the Irish government had rejected the allegations, the case dragged for 4 years,
with Apple winning the battle finally in July this year.

However, Apple’s antitrust woes are far from over. The US and Europe have initiated antitrust inquiries
against Apple’s second largest sources of revenues, the App Store. Apple is facing heat over its alleged
misuse of dominance over the smartphone platform to harm competition and stunt the rise of other
platforms via its App Store. The inquiry has raised questions about Apple arm-twisting third-party
apps by clamping a supra-competitive 30% tax on them, thereby blocking competitors, and favouring
its own apps over those of its rivals. Apple’s anti-competitive practices are alleged to have not only
raised smartphone app prices and stunted innovation, but have also prolonged and expanded its
monopoly by deterring future platforms from emerging.

https://techcrunch.com/2020/11/09/india-opens-antitrust-case-against-google-over-its-payments-app/#:~:text=UPI%20is%20the%20most%20popular%20digital%20payments%20solution%20in%20India.&text=The%20new%20antitrust%20case%20is,fight%20back%20the%20Android%20maker
https://www.livemint.com/industry/banking/fm-makes-a-pitch-for-issuance-of-only-rupay-cards-to-bank-customers-11605010090798.html
https://www.politico.com/news/2020/07/15/apple-eu-antitrust-app-store-364463#:~:text=Apple%20cured%20its%20big%20tax,on%20Apple%20by%20European%20authorities.


While governments world over can rely on antitrust laws to
check monopolies, there is one major issue- the legislation
is based on frameworks which revolve around price and/or
company size. While these laws were effective in breaking
up the monopolies of the yore, they may not even apply to
the Big Tech companies as their products are essentially
"free" to use.

THE FLAWS IN THE ANTITRUST LAWS

If anything, we need to be genuinely concerned about the abuse of data by the Big Tech. The need of
the hour is that antitrust laws redefine operational practices in the digital age, to include privacy
concerns of the users and more importantly, maintain a strict vigil on the misuse of information and
data.

Lawmakers should probably cast a wider net to conquer this peril of monopoly. 

As a Bangkok Post editorial points out, there is no cost to the consumer to use Google's search or
email function or to sign up for Facebook.

Amazon’s competitive pricing over its retail counterparts in most countries also contradicts the price-
premise of the legislation as it is clearly providing a price advantage to the consumers.
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Amazon Pricing- The #1 Influencing Factor for Shoppers



The growth of the mega corporations and a possible
antitrust action against these companies has a strong
impact on the investments.

While it is tough to predict the evolving regulatory and
legal contours, it is important to note that large
companies, at an aggregate level, have given better
returns than smaller companies. This is true in India and
it is true in several markets – including the US.

OUR VIEW
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The largest listed corporations in the world are practically all Tech-focused - a dramatic change from
what it was a decade back.



India’s market cap is approximately 161 lakh crore (161
trillion INR or 2.11 trillion USD). Of this, about 76% (i.e.
122 lakh crore) is contributed by Top 100 companies and
35% is contributed by Top 10 Companies. The blend of
companies in India is different though, with only TCS and
Infosys from the Tech world finding a place in Top 10.

Would this trend change in the near future? Would more Listed Tech
companies make their mark in India?

And before we go, here is a look at the Market Cap to GDP Indicator – one of the favourite
indicators of Warren Buffet –

Source: BSE

India’s Market Cap to GDP Ratio jumped to a 10-year high 

The market continues to be awash with optimism and liquidity. Globally, the markets are expecting
another round of monetary easing, continuation of stimulus policies by governments and vaccine for
Covid-19. The case for optimism is a strong one but so is the case for being cautious. The
performance of Indian corporates does not appear to justify the current valuations. While we are
optimistic that the next 2 quarters would be better than the last 2 quarters, it is pertinent to note
that we need a strong rebound in the operating performance to beat the valuation and performance
gap.



We would advise our clients to bring their portfolios back to strategic allocation level. This would
imply booking partial profits in equity.

As the Credit markets improve, we are keeping a close eye on the Credit Risk Funds (in the Debt MF
category). With an improving economy, as the capital flows start going strong again, we may see a
favourable risk return scenario coming back to the Credit Risk Funds.

Key Sectoral Indices – Price Performance

The markets are seeing an active sector rotation. Sectors like BFSI, Metals and Capital Goods have
been leading the rally in the last few weeks. The sectors that are leading the recovery since March,
like IT and Pharma, appear to be catching their breath. In line with this trend, we have been seeing
positive movement in Value-based strategies in recent weeks. As you would be aware, Value style of
investing had taken a back seat compared to the Growth style of investing in the last few years.

Source: Bloomberg
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We salute the millions of unsung heroes who are fighting our war during the Covid crisis. The 
least we can do is to slow down the spread – wear the mask, maintain social distance and 

adopt a healthy lifestyle. Maintain all precautions when you step out to keep the spread at bay.
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