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Stefan Kracht
Executive Director of China 
Consulting, Fiducia Man-
agement Consultants

Q: What were the big develop-
ments in China’s electronics indus-

try in 2008?

A: We view 2008 as a milestone of 
China’s electronics industry. The in-

dustry upgrading is underway and many 
local companies are shifting from origi-
nal equipment manufacturing to origi-
nal design manufacturing. Compared to 
2007, the investment on R&D increased 
by 15%, which further strengthened the 
technology innovation capability of Chi-
nese electronic manufacturers.

Q: What are the main challenges 
to the industry?

A: First of all, there will be less fi-
nancing investments and export de-

mand because of further RMB appreciation 
and global financial turmoil. Furthermore, 
the raw material price increased significant-
ly and government tightened environmental 
protection control, which will increase the 
manufacturing cost. Thus, we estimate the 
profits will be further squeezed.

Q: In what part(s) of China is the 
industry concentrated?

A: Most of the electronic manufac-
turers are located in South and East 

coast, mainly in the Pearl River Delta (in 
cities such as Shenzhen) and the Yang-
tze River Delta (Shanghai in particular). 

However, with government policy support, 
Chengdu (Sichuan province) and Wuhan 
(Hubei province) are expected to be a fu-
ture investment and development focus. 

Q: What is China doing to attract 
foreign investment?

A: To boost the development of 
industry, the corporate tax rate is 

reduced to 15% when companies are re-
certified as high-technology enterprises. 
In addition, the export tax rebate rate is 
expected to be increased. 

Q: Where do you think are the 
best opportunities for foreign com-

panies to invest in? 

A: We think localized automotive 
electronics is a hot topic due to high 

demand especially from power trains and safety 
controls. Semicon and components manu-
facturing related to 3G communication are 
also high on our list. Laser application will see 
substantial growth too, as this new technology 
will substitute traditional cutting in many in-
dustries. 

Q: What do you anticipate will be 
the major trends in the industry in 

2009? 

Ministry of Industry and 

Information Technology 

Tel:(010) 6601 7056  

Fax: (010) 6601 6330 

www.miit.gov.cn

Regulatory body

ELECTRonICS

Electronics IPOs in Hong Kong and mainland China, 2008

Date   Name  Exchange Offer price Proceeds
     (US$)   (US$ mn)
6/19   Zhongshan Broad-Ocean  SZ 3.692 118.1

  Motor Co Ltd

5/22   GoerTek Inc  SZ 2.691 80.7

2/1   Guangdong Nanyang  SZ 2.088 79.3

  Cable Group Holding Co Ltd

5/20   Zhejiang Dahua  SZ 3.467 58.2

  Technology Co Ltd

3/19   Fujian Castech Crystals Inc SZ 1.090 51.8

5/9   QiMing Information  SZ 1.354 43.3

  Technology Co Ltd

9/19   Zhejiang Quartz Crystal  SZ 2.242 37.4

  Optoelectronic Technology

6/23   Wisesoft Co Ltd SZ 2.131 27.7

2/1   Shenzhen Terca  SZ 0.649 16.9

 Technology Co Ltd

Source: Thomson Reuters 
*Data as of Nov 3

A: Market consolidation will be the 
next major trend in 2009. This is be-

cause smaller players and export-oriented 
companies will have to close or sell for 
three reasons: one, their profitability has 
dropped into the red; two, they need to 
improve technologically via an increase 
R&D; and three, they are unable to secure 
external financing. 
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