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MARKETSHEARD ON THE STREET

TikTok’s Rivals Shouldn’t Bank on Ban

Google, Facebook, Snapchat and Pinterest stocks have soared, but
TikTok still has time on the clock

By Dan Gallagher

March 23,2023 1:51pm ET
Facebook, Google, Snapchat and Pinterest PINS-0.51% ¥ have been unable to

vanquish TikTok. Now their investors may be a bit too hopeful that the U.S.
government will do it for them.

Stocks of the parent companies of TikTok’s main U.S. rivals jumped Thursday as
Shou Zi Chew—chief executive officer of the red-hot social-media app—was
grilled before Congress over a host of issues that are mostly related to the
company’s Chinese ownership. Mr. Chew’s appearance before the House Energy
and Commerce Committee came after the Biden administration threatened
earlier this month to ban the app if the company’s Chinese owners didn’t divest
their ownership stakes.

The Chinese government responded Thursday, saying it would oppose any
forced sale on the grounds that it would involve exporting technology that would
require government approval. That appeared to increase the likelihood of an
outright ban, which would come as good news to the social-media and online
advertising giants that have ceded market share to TikTok over the past couple
of years as the app has exploded in popularity, now reaching more than 150
million active users in the U.S.

Thursday’s hearing was further evidence that a social app purportedly used by
nearly half the U.S. population doesn’t have any friends in Washington.
Committee members from both political parties roundly voiced concerns about
TikTok’s Chinese ownership and expressed strong skepticism of the company’s
stated plan to hive off data on U.S. users with the help of Oracle.

“Your platform should be banned,” said Rep. Cathy McMorris Rodgers, the
committee’s Republican chair. “I still believe that the Beijing communist
government will still control and have the ability to influence what you do,” said
Rep. Frank Pallone of New Jersey, the panel’s top Democrat.
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parent Alphabet GO0G-0.19%  and Pinterest have seen their stocks average a
10% gain since March 15, when The Wall Street Journal reported the threat from
the Biden administration. That is more than twice the Nasdaq Composite’s gains
in that time. Together with Amazon, those companies generated more than $380
billion in online advertising revenue last year.

But that was up only 6% from the previous year—a notable slump from the 28%
annual growth averaged over the previous five years. So the prospect of having a
formidable competitor being taken out of circulation is heartening, especially in
amarket that isn’t expected to turn back up anytime soon.

22.5% TikTok ban threatened

%eornstein analyst Mark Shmulik estimates that Tik

ok is on track to generate

between $7 billion and $8 billion in revenue in the U.S. alone next year. He ndffég Platforms
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. Matt Perault o reet Research notes that TikTok

l_%lgthy court battle at the very least.

M¢. Chew may haye gotten huried by political grandstanding on Thursday. But
for inVestors, it ¥§'still too early to be dancing on TikTok’s grave.

Write to Dan Gallagher at dan.gallagher@wsj.com

Appeared in the March 24, 2023, print edition as 'TikTok’s Rivals Shouldn’t Bank on Ban’.
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