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telecom gear maker

By SHEN JINGTING
shenjingting @chinadaily.com.cn

Huawei Technologies Co Ltd
has become the world’s biggest
manufacturer of telecom equip-
ment, after its first-half revenue
beat that of Swedish rival Tele-
fon AB LM Ericsson.

Huawei reported late Tues-

day that its first-
TELECOM half revenue was
~102.7 billion
yuan ($16.07 billion), up 5.1
percent year-on-year.

The figure is $850 million
more than that of Ericsson’s
first-half revenue.

However, analysts said that
Ericsson is still by far the largest
cellular infrastructure maker
in the world. The Stockholm-
based company has developed

a business portfolio different
from that of Huawei and is
strengthening its position in the
telecom service market.

“Ericsson holds the No 1
position in mobile network
infrastructure and telecom
services, Melody Li, a spokes-
woman for Ericsson China, told
China Daily on Wednesday.
She said that Ericsson’s market
share in the mobile equipment
market reached 38 percent with
$34.9 billion in 2011, twice as
big as its closest competitor in
the segment.

Huawei held 16.5 percent of
the world market for mobile
network infrastructure in 2011,
bringing in $13.5 billion in rev-
enue, according to Gartner Inc.

“The situation did not change
much this year, which means

Ericsson still dominates the mar-
ket,” said Xiang Ligang, a tele-
com expert in Beijing. He added
that Ericsson gained an upper
hand over Huawei because it has
full access to the North Ameri-
can market, while Huawei was
blocked from this profitable
region due to security concerns
by the US government.
Ericsson also drew back
from the mobile phone busi-
ness after selling its 50 per-
cent stake in Sony Ericsson
Mobile Communications AB,
a 10-year-old mobile-phone
joint venture with Sony Corp,
back to Sony in October 2011.
By contrast, Huawei has siz-
able handset and enterprise
businesses. Huawei’s smart-
phone shipments soared 500
percent to 20 million units in

2011. Total mobile phone ship-
ments hit 55 million units,
according to its annual report.

Yu Chengdong, CEO of Hua-
wei Consumer Business Group,
said in an interview in May that
the company expects its sales of
consumer devices to reach $9
billion this year, up more than
32 percent from the $6.8 billion
in 2011.

However, there is something
in common in both Huawei’s
and Ericsson’s half-year finan-
cial reports, as well as in that of
other major telecom gear mak-
ers — almost all of them suf-
fered significant profit drops,
or forecast big profit decreases.

Huawei announced a 22
percent decline in its first-half
operating profit to 8.79 billion
yuan. Ericsson posted a 64 per-
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Visitors at the Huawei pavilion at the Mobile World Congress 2012 in Barcelona, Spain, in March.

cent drop in its second-quarter
earnings, while France’s Alcatel-
Lucent SA warned it would miss
its 2012 earnings forecasts.

ZTE Corp, another major
telecom equipment maker
based in Shenzhen, has predict-
ed that half-year earnings will
drop 60 percent to 80 percent,
to between 154 million yuan
and 308 million yuan.

“The eurozone crisis was a

heavy blow to us,” Liu Peng,
vice-president of ZTE, said.

Many of ZTE’s contracts in
Europe are for several years,
but at fixed exchange rates. The
company stands to lose when
the euro depreciates against the
yuan, he said.

In addition, the global eco-
nomic turmoil and slower
spending of worldwide tele-
com carriers are also having a

negative impact on the telecom
market.

“The peak of 3G network
construction has passed, while
the new wave of 4G network
deployments is yet to arrive.
With a sluggish economy, the
whole year prospect of the
worlds telecom industry is not
optimistic,” said Ji Chendong,
an analyst with the research
firm Frost & Sullivan.

Private equity, venture capital firms hit by economic slowdown

CHINA'S VC/PE INDUSTRY

By CAIXIAO
caixiao@chinadaily.com.cn

The amount of fundraising
and investments by Chinese
venture capital and private
equity funds plummeted in the
first half of the year, as did the
number of times they exited
investments in companies.

—______ Mean-
INVESTMENT while, the
prospect is
gloomy for Chinese IPOs in the
United States this year, accord-

ing to latest industry reports
As the global economy con-
tinues to weaken, Europe’s debt
troubles become more serious
and Chinese economic growth

slows, 150 venture capital and
private equity funds that can
invest in the Chinese market
raised $8.59 billion in the first
half. That amount was down
77.1 percent year-on-year, said
areport by Zero2IPO Group, a
company that researches ven-
ture capital and private equity.

The report said eight of those
150 funds were foreign.

The first half of the year saw
653 investment deals involv-
ing venture capital and private
equity in China, a decrease of
40.9 percent year-on-year.

Venture capital funds found
the Internet industry to have
the most attractive investment
prospects, making 72 deals and
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putting $470.9 million into it in
the first half of 2012.

Private equity funds, mean-
while, most liked the medical
and health industry, making

1,095

2011 2011 2012
HI  H2 H1

Number of
investment exits

337

269
212

653

2011 2011 2012
Hl H2 HIl

GUILLERMO MUNRO / CHINA DAILY

23 deals in it from January
to June.

Ofthe 128 Chinese enterpris-
es whose shares were listed on
stock exchanges in the first half

of the year, about 100 launched
IPOs on mainland exchanges.
The remaining 24 held them
in overseas markets, a number
down almost 50 percent year-
on-year.

In the same period of 2011,
167 companies launched IPOs
on mainland exchanges.

Shan Xiangshuang, chairman
of the board of China Science
and Merchants Capital Man-
agement Ltd, said: “the outlook
for venture capital and private
equity firms reflects the situa-
tion in the Chinese and global
economies.”

China was home to more
than 10,000 venture capital
and private equity firms at the

end of last year. Those compa-
nies managed nearly 2 trillion
yuan ($313.9 billion) in assets,
according to Liu Jianjun, an
official of the National Devel-
opment and Reform Commis-
sions department of fiscal and
financial affairs.

Gu Shengzu, a deputy to the
National People’s Congress
Standing Committee, said
investments made in companies
that are about to launch an IPO
usually produce less returns
than do those that are made ear-
lier. Venture capital and private
equity firms therefore should
put their money into companies
that are a long way off from sell-
ing shares.

In the first half of this year,
only one Chinese company
went public in the United States,
according to China Venture
Group.

Shares in the Chinese online
retailer VIPshop, backed by the
venture capital firms DCM and
Sequoia Capital, tumbled in
their US debut in March.

According to China Ven-
ture, 43 Chinese enterprises
went public in the US market
in 2010, raising $4 billion. But
Chinese companies have been
effectively shut out of North
American markets since June
2011, a result largely of short-
selling and accounting scandals
at some Chinese companies.
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One of the Largest Real Estate Agencies in China
Hotline: 010-8458-5667/5267 / 13701080877
MNative English Property Consultant: +86-13501358971 (Paul)

Native French Property Consultant: +86-13911258512 (Corentin)
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