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The Entertainment and Media sector was surprisingly robust in H2 2013, 
with a total deal value equivalent to 10 times that of H1 2013. In Q4 2013, 
deal value for Entertainment and Media investments reached a record high 
not seen since 2012. 

The Technology sector remains a 
strong force. Although deal volume 
dropped YoY in Q3 2013, deal value 
increased significantly YoY by 61%. 
The single deal size also showed an 
upward trend.

The Internet sector has 
always been a favourite 
among investors. However, 
after discounting large 
individual investments, overall 
investments  demonstrated 
minimal fluctuation. 

In Q3 and Q4 2013, private equity and 
venture capital (PE/VC) investments, 
in terms of both deal value and deal 
volume, in the Telecommunications, 
Media and Technology (TMT) industry 
surged ahead having come out of the 
doldrums of H1 2013. 

Looking at the past two years, 
investments reached record highs in Q3 
2012, but were on the decline from Q4 
of that year, reaching new lows in Q2 
2013. Investments started to rise again 
in Q3 2013, and by Q4 2013, whether 
in terms of deal volume, deal value or 
average deal size, TMT investments 
were more or less in line with peak Q3 
2012 levels.

This report provides an in-depth 
overall analysis of PE/VC investments 
and exits by deal volume, deal value, 
quarter, stage of development and 
region. The report also takes a detailed 
look at investments in the Technology, 
Internet and Telecommunications 
sectors. Due to the increasingly 
important role played by Mobile in 
terms of PE/VC investments, in this 
report we also dedicate a stand-alone 
section to showcase the lay of the land 
in the Mobile segment.

1. Overview

TMT
Sectors

The development of the Technology 
sector has meant that Technology 
companies are no longer confined to 
one specialised area.  By going beyond 
the traditional interfaces of software 
and hardware, these companies are 
now offering customers products 
and services with added value. In 
the Telecommunications sector, the 
3G era has made real-time online 
communication possible, the 4G era 
is enhancing video usage and the 5G 
era will make possible ‘The Internet of 
Things’ through precision positioning 
and Big Data sharing. We anticipate 
that the popularity of 4G in China 
will trigger hundreds of billions of US 
dollars in related investments over 
the next few years. By developing 
telecommunications, not only is 
network speed being accelerated, 
but the cost of using the Internet will 
also be lowered and the application 
platform will be enhanced, making 
it clearer, more stable, richer and 
stronger. Furthermore, development 
in telecommunications has also made 
the Internet a part of mobile devices, 
which now combines communications, 
entertainment, shopping, education, 
finance, mobile healthcare, social and 
business transactions. Therefore, the 
Mobile segment will develop at an 
unprecedented speed bringing us into a 
ubiquitous intelligent world. 

In terms of deal volume, the Telecommunications sector 
remains second amongst the TMT sectors. However, 
its deal value ranks last, as in previous years. Based on 
investment data, numerous new projects in the Mobile 
subsegment under Telecommunications have emerged, 
which indicates investors’ sustainable passion for 
investing in Mobile. Nonetheless, due to factors such 
as ROI and risk management, the single deal size in the 
Mobile subsegment has been on the decline.   
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Deal volume in early-stage investments was large, accounting 
for more than 50% of the total volume. However, the single deal 
size was relatively small. Expansion-stage investments were 
very sought after by investors and since 2012, 44% of the total 
deal value and 36% of the total deal volume were expansion-
stage investments. Late-stage investments were impacted by exit 
hurdles, resulting in a downward trend. However, in Q4 2013, 
with the reopening of the A-share market, there was a sharp 
rebound in late-stage investments. At the same time, there was 
a boom in PIPE investments, with the single deal size continuing 
to grow.

In the investment world, exits directly affect investment turnover, value, type, timing 
and return. In Q3 2013, IPO exits started to rise, and by Q4, IPO exits exceeded 50% for 
the first time since Q4 2012. Strategic sale was the other top exit channel, and since Q1 
2013, it has gradually replaced IPO as the major exit channel for funds. Although IPOs 
performed slightly better than strategic sales in Q4 2013, it is obvious that the two were 
more or less on par. Interestingly, 90% of investments in the Technology sector chose to 
exit through strategic sale, while the first choice in the Internet sector was still IPO.

Finally, we hope that by providing 
an analysis of investments in Q3 and 
Q4 2013, this report will highlight 
future investment trends in China’s 
TMT industry. Based on our study 
of the investment statistics, we aim 
to help you identify the investment 
bright spots and better understand 
the capital flows, returns and revenue 
in this industry. We see a wide range 
of investment choices in the TMT 
industry. In particular, there are a 
variety of business innovations in the 
Mobile subsegment. More importantly, 
exits, having become increasingly 
rational and mature for PE/VC 
consortiums, may make the investment 
market less volatile. 

Exits

Stages of 
Development

Since Q4 2012, due to the temporary suspension of the 
A-share market, there were zero IPOs of TMT enterprises 
in mainland China. At the same time, the US markets 
became the prime choice for listings. In H2 2013, the 
listing market was shared between Hong Kong and the 
US. Although the A-share market reopened in January 
2014, we believe that the US and Hong Kong will remain 
the major exit markets for the TMT industry in 2014. The 
A-share market still needs time to process the more than 
800 companies waiting to be listed.

Marcel Fenez
Global Leader Entertainment and Media 
PwC China TMT Leader

Jianbin Gao
PwC China Technology Industry 
Leader 
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Compared to the downturn in H1 
2013, investments in H2 2013 
rebounded significantly, with deal 
volume increasing by 82% compared 
to H1, and total deal value 
increasing by 49%. This was a return 
to levels seen in Q2 and Q3 2012. 

In general, deal volume for TMT 
investments accounted for more 
than 50% of the total volume of 
investments in all industries. 
Conversely, when the overall market 
is in a downturn, TMT’s share of 
deal volume becomes more 
significant. In Q2 2013,  TMT deal 
volume reached 73% of the total. 
However, in Q3 2013, when the 
market had picked up, TMT’s share 
of deal volume dropped slightly to 
48%, the first time it dropped below 
50% in eight quarters.

TMT industry investments compared to all 
industries

2. PE/VC investments in the TMT 
industry

Innovation is the driving force for the 
development of the TMT industry. 
Therefore, the TMT industry, compared 
to others, is more vibrant and appealing 
to investors.  Generally speaking, 
investments in this industry have 
always been relatively steady, and 
have not been substantially affected 
by volatility in the overall economic 
and investment environment. It is 
not surprising that the TMT industry 
remains ranked in the top three 
investment destinations in China.

PwC Viewpoints

With regard to TMT’s share of total 
deal value, the TMT industry usually 
accounts for 25%-35% (it was 25% 
in Q3 2013). However, the figure 
was an impressive 47% in Q4 2013, 
well exceeding previous quarters. 
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Overall PE/VC investments

In Q3 2013, China saw a total of 476 
PE/VC investments across all 
industries totalling US$7,531 
million. This was a slight decline of 
4% by volume and 27% by value 
compared to Q3 2012.

In Q4 2013, there were a total of 463 
PE/VC investments, which represented 
a rise of 47% over the same period in 
2012. But deal value-at US$7,284 
million-grew by a steep 73% over the 
previous year.

Both deal volume and deal size in Q4 
2013 declined by 3% compared with 
the previous quarter. 

Figure 1: Comparison of PE/VC investments and TMT investments 2012-
2013 (Deal value) 

PE/VC funding in all industries
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Figure 2 : Comparison of PE/VC investments and TMT investments 2012-
2013 ( Deal volume )
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Based on investment statistics over 
the past two years, we can see that 
investment volatility is strongly 
affected by exits. The reopening of the 
A-share market, as well as successful 
exits overseas and confidence in 
China’s overall economic conditions, 
means that we expect overall PE/
VC investments to continue to grow 
steadily, riding high on the continuous 
upward trend during H2 2013.

PwC Viewpoints

PE/VC investments in TMT

In Q3 2013, there were 230 PE/VC 
transactions in the TMT industry, 
accounting for 48% of total volume. The 
total investment amount-US$1,908 
million-represented 25% of PE/VC deal 
value. 

In Q4 2013, the number of TMT 
investments reached 269, accounting 
for 58% of total PE/VC volume. 
Meanwhile, deal size was US$3,449 
million comprising 47% of the total 
PE/VC deal size. 
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Investments by quarter

In the third quarter of 2013, there were 
230 deals in the TMT sector, a drop of 
10% over the same period in 2012. 
However, deal value amounted to 
US$1,908 million, a decrease of 45% 
year-on-year.

In the fourth quarter of 2013, there 
were 269 deals, an increase of 40% on 
the same period in 2012. The rise in 
value was even more significant with 
deals totalling US$3,449 million, up 
169% YoY. 

The fourth quarter of 2013 saw an 
increase in deal volume and deal size 
of 17% and 81%, respectively, in 
comparison to the previous quarter.

The average deal size for Q3 2013 was 
US$9.09 million, compared to 
US$14.93 million for Q4 2013, an 
increase of 64%. Q4 2013 also saw a 
YoY increase of 71% compared to the 
average deal size of US$8.71 million in 
Q4 2012.Furthermore, the average 
deal size for Q4 2013 was only US$0.89 
million less than the peak in Q3 2012, 
making it a remarkable quarter for 
investment.

Figure 3: Investments by quarter 2012-2013 (Deal volume/Deal value) 
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Overall, the value of TMT investments 
reached record highs in Q3 2012, 
started to fall in Q4 2012 before 
reaching a low in Q2 2013. Things 
improved in Q3 2013 and by Q4 2013, 
whether in deal volume, deal value or 
average deal size, the figures had 
almost returned to the same levels as 
Q3 2012. 

Although there was a drop in Q3 2013 
YoY, the statistics show that TMT 
investments were still on the rise, which 
was proven by the YoY growth in Q4.

In the second half of 2013, figures 
show that investors made heavier 
investments in the TMT industry. 
First of all, the upward trend in TMT 
investments in this period was a 
result of the turnaround in the overall 
investment environment. Secondly, 
deal volume was driven steeply by the 
Telecommunications sector. Meanwhile 
Entertainment and Media,  Technology 
and the Internet sectors have 
significantly boosted total investment 
value. Furthermore, the ease to exit in 
the TMT industry compared to others,  
a higher ROI, the reopening of the 
domestic capital markets, as well as the 
availability of various exit channels, 
mean that investors’ appetite for the 
TMT industry continues to grow.

PwC Viewpoints
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Investments by sector

The TMT industry is divided into the 
following sectors: Technology, Internet, 
Telecommunications and 
Entertainment and Media.

Figure 5: Deal volume comparison in TMT sectors 2012-2013
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Figure 4: Deal value comparison in TMT sectors 2012-2013
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Although deal volume dropped YoY in 
Q3 2013, deal value rose significantly 
YoY by 61%, with the single deal size in 
Technology investments increasing 
significantly. The single deal size in Q4 
2013 was roughly twice that of Q3 2013 
and Q4 2012. 

The Internet has always been a 
favourite in the TMT industry among 
investors. After discounting individual 
large investments, Internet investments 
have been relatively stable. 

In Q3 and Q4 2013, the deal volume of 
Telecommunications investments 
ranked second among all sectors. 
However, deal value ranked last. 
Compared to the same period in 2012, 
deal value of Telecommunications has 
been on a downward trend in both Q3 
and Q4. An interesting phenomenon 
was that Telecommunications was the 
only sector in which the deal volume 
increased YoY in Q3 2013. This shows 
that numerous new projects in 
Telecommunications have emerged, 
and that investors’ interest in 
investment projects in this area remains 
very high. However, in view of factors 
such as ROI and risk management, the 
single deal size in this area decreased.
 
The Entertainment and Media sector 
has been surprisingly robust in H2 
2013, with deal value amounting to 10 
times that of H1 2013. In Q4 2013, deal 
value of this sector reached a record 
high for eight quarters, up 700% YoY, 
and up 300% QoQ. 
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Q3 2013

Total deal volume across TMT 
industries reached 230 deals with a 
total value of US$1,908 million.

Figure 7: Deal value in TMT sectors 
Q3’13 (US$m)
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Figure 6: Deal volume in TMT 
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YoY comparison for Q3 2013

Deal 
Volume

Deal 
Value

Telecommunications 12% 18%

Entertainment
and Media

41% 16%

Technology 13% 61%

Internet 11% 78%

Deal volume by sector

Telecommunications: 74 deals, 32% 
of the total.

Technology: 67 deals, 29% of the 
total.

Internet: 67 deals, 29% of the total.

Entertainment and Media: 22 
deals, 10% of the total.

Deal value by sector

Technology: US$848 million, 44% of the 
total.

Internet: US$504 million, 26% of the 
total.

Entertainment and Media: US$295 
million, 16% of the total

Telecommunications: US$261 million, 
14% of the total. 
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Q4 2013

Total deal volume for the TMT industry 
was 269 deals, with a total deal value 
of US$3,449 million.

Deal volume by sector

Internet: 94 deals, 35% of the total.

Telecommunications: 76 deals, 28% 
of the total.

Technology: 68 deals, 25% of the total. 

Entertainment and Media: 31 deals, 
12% of the total. 

Figure 8: Deal volume in TMT 
sectors Q4’13  
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Figure 9: Deal value in TMT sectors 
Q4’13 (US$m)
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YoY comparison for Q4 2013

Deal 
Volume

Deal 
Value

Telecommunications 58% 32%

Entertainment
and Media

36% 625%

Technology 36% 226%

Internet 24% 259%

QoQ comparison between Q4 2013 
and Q3 2013

Deal 
Volume

Deal 
Value

Telecommunications 3% 27%

Entertainment
and Media

41% 190%

Technology 1% 87%

Internet 40% 35%

Deal value by sector

Technology: US$1,583 million, 46% of 
the total.

Entertainment and Media: US$856 
million, 24% of the total. 

Internet: US$678 million, 20% of the 
total.

Telecommunications: US$332 
million, 10% of the total.
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Figure 10: TMT follow-on compared with initial investments 2012-2013
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First-time funding 
compared with follow-
on funding
Q3 2013

There were 121 enterprises engaged in 
first-time funding, making up 53% of 
the total number of deals, the same 
ratio as the previous year. The total 
investment figure for first-time funding 
reached US$1,188 million, 
representing 62% of the total deal size, 
substantially higher than other 
quarters in the previous two years. 

Q4 2013

In this quarter, 147 enterprises 
successfully received first-time 
funding, accounting for 55% of the 
total deal volume. The percentage was 
only 2 points lower than the previous 
quarter, but a noticeable drop of 12 
points compared to the same period in 
2012.  The total investment figure for 
first-time funding was US$679 million, 
representing 20% of the total deal size, 
down 42% from the previous quarter.  
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Q3 2013

Enterprises engaged in first-time 
funding by sector:

Technology: 37 enterprises, funding 
total of US$689 million.

Telecommunications: 36 enterprises, 
funding total of US$110 million.

Internet: 31 enterprises, funding total 
of US$119 million.

Entertainment and Media: 17 
enterprises, funding total of US$271 
million.

For first-time funding, 63 enterprises 
belonged to early stage, accounting for 
52%; 42 were at expansion stage, 
accounting for 35% and 16 were at late 
stage, accounting for 13%.

In Q3 2013, an enterprise at expansion 
stage in the Electronics and Opto-
electronics subsegment received one 
single investment of US$486 million, 
which was the largest single deal  in 
2013. 

Q4 2013

Enterprises engaged in first-time 
funding by sector:

Internet: 54 enterprises, funding total of 
US$251 million.

Technology: 37 enterprises, funding 
total of US$167 million.

Telecommunications: 37 enterprises, 
funding total of US$103 million.

Entertainment and Media: 19 
enterprises, funding total of US$158 
million.

For first-time funding, 62 enterprises 
were at early stage, accounting for 42%; 
67 were at expansion stage, accounting 
for 46% and 18 were at late stage, 
accounting for 12%.

Q3 2013

First-time funding sum 
Number of 
enterprises

<= 1M 42

1M-5M(5M inclusive) 39

5M-10M(10M inclusive) 15

>10M 16

N/A 9

Q4 2013 

First-time funding sum 
Number of 
enterprises

<= 1M 40

1M-5M(5M inclusive) 45

5M-10M(10M inclusive) 28

>10M 15

N/A 19

Most of the early-stage portfolio 
companies that received first-time 
funding have been established for 
less than five years. Their common 
characteristics are that very  marginal 
profit has been generated, and there is 
no long-term record of credible business 
performance. Nevertheless, first-time 
funding was still focused on early-stage 
portfolio companies, representing 
around 50% of the total. The single deal 
size of about 60% of the total did not 
exceed US$5 million, among which, 
around half of the portfolio companies 
obtained first-time funding of less than 
US$1 million. 

We believe that the main target market 
for the TMT industry is Generation Y, 
and therefore, early-stage companies 
in the industry are advised to possess 
the following characteristics in order to 
obtain first-time funding: 

1. Forward-looking business judgment

2. An innovative  business model 

3. Leading technology

4. Applications that will be adopted 

rapidly

PwC Viewpoints
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Investments by stage of 
development

Figure 11: TMT investments by stage of development 2012-2013 (Deal 
value) 
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Figure 12: TMT investments by stage of development 2012-2013 (Deal 
volume) 
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The deal volume for early-stage 
investments was large, accounting for 
more than 50% of the total volume. 
However, the single deal size was 
relatively small. According to 
investment statistics, deal volume in 
early-stage investments has been 
increasing since Q2 2012 (except in Q1 
2013). In Q3 and Q4 2013, early-stage 
investments were the only 
development stage in which both deal 
volume and deal size increased YoY.

The expansion stage is also a popular 
stage for investors after the early stage. 
Since 2012, 44% of the deal value and 
36% of the deal volume have gone into 
expansion-stage investments. 

Since Q1 2012, deal volume in 
expansion-stage investments has been 
decreasing. In Q4 2013, following 
positive news such as the reopening of 
the A-share market, deal value for the 
quarter rebounded dramatically, up 
125% compared to the previous 
quarter. In H2 2013, total deal value 
rose to four times that of H1. In Q3 
2012, an E-commerce company at the 
late stage obtained US$1 billion in 
funding, representing the highest 
single deal size in eight quarters. 

In H2 2013, total volume of PIPE 
investments was two times that of H1, 
while total deal value in Q4 2013 
reached a record high of US$1,593 
million, US$400 million more than the 
total value of PIPE investments in the 
previous seven quarters. Since 2012, 
although the deal volume of PIPE 
investments has mostly remained in 
the single digits, single deal size was 
increasing. 
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Q3 2013

Q3 2013 saw a total volume of 230 
deals in the TMT industry, with a total 
deal value of US$1,908 million. The 
top three investments with the highest 
single deal value were all at expansion 
stage, of which the greatest value was 
US$486 million. (There were three 
deals with a total value of US$7.05 
million that did not reveal their 
investment stage.) 

Deal volume by stage of development

Early stage: 131 deals, 57% of the 
total.

Expansion stage: 68 deals, 30% of the 
total.

Late stage: 22 deals, 9% of the total.

PIPE: 6 deals, 3% of the total.

Figure 13: Deal volume in TMT 
industry by stage of development 
Q3’13  
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Figure 14: Deal value in TMT industry 
by stage of development Q3’13 
(US$m)
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Deal value by stage of development

Early stage: US$1,110 million, 58% of 
the total.

Expansion stage: US$397 million, 
21% of the total.

Late stage: US$292 million, 15% of the 
total.

PIPE: US$102 million, 5% of the total.

YoY comparison for  Q3 2013

Deal 
volume 

Deal 
value

Early stage 62% 51%

Expansion 
stage

38% 122%

Late stage 58% 88%

PIPE 50% 55%
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Figure 15: Deal volume in TMT 
industry by stage of development 
Q4’13 
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Figure 16: Deal value in TMT industry 
by stage of development Q4’13 
(US$m)
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Deal volume by stage of development

Early stage: 131 deals, 49% of the 
total.

Expansion stage: 97 deals, 36% of the 
total.

Late stage: 23 deals, 9% of the total.

PIPE: 18 deals, 6% of the total.

Q4 2013

There was a total volume of 269 deals 
in the TMT industry, with a total deal 
value of US$3,449 million. The top 
three investments with the highest 
single deal value were in PIPE, 
expansion stage, and late stage, of 
which the greatest value was US$625 
million. Deal value by stage of development

Early stage: US$1,593 million, 46% of 
the total.

Expansion stage: US$880 million, 
26% of the total.

Late stage: US$658 million, 19% of the 
total.

PIPE: US$318 million, 9% of the total.

YoY comparison for Q4 2013

Deal 
volume

Deal 
value

Early stage 38% 34%

Expansion 
stage

52% 116%

Late stage 21% 94%

PIPE 350% 436% QoQ comparison between Q4 2013 
and Q3 2013

Deal 
volume

Deal 
value

Early stage — 20%

Expansion 
stage

43% 21%

Late stage 5% 125%

PIPE 200% 1,461%
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Investments by region
In Q3 and Q4 2014, 331 deals gave 
details on the regions where the 
investment took place. The top five 
investment regions in China in the 
TMT industry were, in deal volume 
order, Beijing with 142 (accounting for 
43% of the total deal volume), 
Shanghai with a modest 29, Shenzhen 
with 26 and Guangzhou Province 
(except Shenzhen) and Zhejiang 
Province both with 21. The total deal 
volume for the top five regions was 
239, accounting for 72% of the total. 

Figure 17: The top five regions for TMT investments in Q3/Q4 2013 (Deal 
volume/Deal value) 
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Beijing, very popular with TMT 
investors, took the top spot in terms 
of both deal volume and deal value, 
leaving other regions far behind. In 
Beijing, 85% of portfolio companies are 
located in either the Central Business 
District (CBD), the ChaoYang District or 
the HaiDian District which is renowned 
for advanced technology and education. 
In addition, Zhongguancun, the 
Chinese equivalent of Silicon Valley, 
also resides in the HaiDian District. 

Total deal value disclosed by region  
was US$3,624 million. The top five 
regions had an aggregated deal volume 
of US$2,959 million, accounting for 
82% of the total deal size. Beijing took 
the top spot with an impressive sum of 
US$2,138 million, followed by 
Shanghai with a much smaller US$285 
million. The combined total of the 
remaining three regions, Shenzhen, 
Zhejiang Province and Guangdong 
Province (except Shenzhen) was 
US$537 million. 

PwC Viewpoints
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Exits by quarter

3. PE/VC exits in the TMT industry

In Q3 2013, there were 15 exits. One 
quarter later, the number shot up to 
51, a peak for the past two years. 
This figure was also 8.5 times 
greater than Q1 2013, the lowest 
quarter for exits in the period. In 
addition, exits in the second half of 
2013 increased sharply by 154% 
compared to the first half of the year.

Figure 18: Exit volume in the TMT industry 2012-2013
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PwC Viewpoints

In the investment world, exits directly 
affect investment turnover, value, 
type, timing and return. In the quarters 
with sluggish exit data, investment 
performance was also lacklustre. 
Among the last eight quarters, exits 
were the most sluggish in Q1 2013, with 
only six exits. Whether by volume or 
value among all industries, or in volume 
in the TMT industry, this quarter’s 
performance was also the worst.
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In H1 2012, IPO was the 
overwhelming exit channel, 
accounting for almost 90% of total 
exits. Subsequently, in Q4 2012, this 
figure started to fall, and in Q1 2013, 
there were no IPO exits at all. In Q2 
and Q3 2013, the decline was 
reversed, and by Q4, IPO exits made 
up 50% of the total. 

In the first three quarters of 2012, 
TMT enterprises in mainland China 
made up over 90% of total new 
listings, reaching 100% in Q3 of the 
same year. However, in Q4 2012, as 
the A-share market was suspended, 
TMT listings in mainland China fell 
to zero. As a result, the US became 
the first choice for TMT enterprises 
wanting to exit via IPO. In Q4 2012 
and Q2 2013, 100% of TMT 
companies from mainland China 
chose to list in the US. In H2 2013, 
the market was shared between 
Hong Kong and the US, and by Q4 
2013, close to 30% of the companies 
were listed in Hong Kong. 

Exits by type

Figure 19: Comparison of TMT exits in China, Hong Kong and US capital 
markets 2012-2013
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Figure 20: TMT exit trends by type 2012-2013
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Strategic sale, being one of the two 
major exit channels, made up only 
2% of total exits in Q1 2012. 
However, since Q1 2013, strategic 
sale gradually replaced IPO as the 
major exit channel. In 2013, 
although the number of IPOs 
exceeded other exit channels for the 
first time in Q4, up 333% compared 
to the previous quarter, and 2.2 
times the total number of IPO exits 
in the other three quarters, it is 
obvious that strategic sale is 
becoming as popular as IPO.
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In Q3 2013, there were 15 exits in 
total. 

Strategic sale: 7 exits, 47% of the 
total.

IPO: 6 exits, 40% of total.

Management buy-out: 2 exits, 13% of 
the total.

Figure 21: Exit types in the TMT 
industry Q3’13
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Figure 22: Exit types in the TMT 
industry Q4’13 
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In Q4 2013, there were 51 exits in 
total. 

IPO: 26 exits, 51% of the total.

Strategic sale: 23 exits, 45% of the 
total.

Management buy-out: 1 exit, 2% of 
the total.

Secondary sale: 1 exit, 2% of the total.
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Surprisingly, in Q3 2013, there were no 
exits in the normally active Internet 
sector. Meanwhile, for the first time, 
there were three exits in the most 
inactive sector, Entertainment and 
Media. As a result, this quarter saw the 
largest exit volume since 2012, of 
which, two were strategic sales, and 
one was a listing on the Hong Kong 
main board. Although the Technology 
sector had the largest exit volume in 
this quarter, this figure had  dropped 
by 42% YoY. Compared to its previous 
performance, Telecommunications, 
ranked at number two, remained 
relatively stable. 

Exits by sector

Q3 2013

Technology: 7 exits, 47% of the total.

Telecommunications: 5 exits, 33% of 
the total.

Entertainment and Media: 3 exits, 
20% of the total.

Internet: No exits.

Q4 2013

Internet: 23 exits, 45% of the total.

Technology: 20 exits, 39% of the total.

Telecommunications: 8 exits, 16% of 
the total.

Entertainment and Media: No exits.

Figure 23: IPO exits in the TMT industry 2012-2013
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IPO currently remains the number 
one exit channel in the Internet sector 
for PE/VC. However, we expect that 
in 2014, Internet investments will 
increasingly exit through strategic 
sales. 

The reason for this is that Internet 
enterprises can obtain core technology, 
exponentially expand their user base, 
diversify their businesses and achieve 
new income growth through strategic 
sales. In addition, strategic sales can 
also help enterprises achieve online-
offline integration rapidly, and it is 
also a way for them to develop through 
penetration. With the growth of China’s 
Internet enterprises, we expect overseas 
strategic sales to also increase in 2014.

After three quarters of zero exits, the 
Internet sector rebounded significantly 
in Q4, with exit volume reaching more 
than twice the total of the previous 
three quarters, outnumbering all other 
sectors. Among the 23 exits, 83% were 
IPOs, of which 15 were listed in the US 
and four in Hong Kong.

In Q4 2013, exit performance in the 
Technology sector was positive, with 
volume exceeding the combined 
volume of the previous three quarters 
by six exits. In contrast to the Internet 
sector, 90% of investments in the 
Technology sector chose to exit 
through strategic sales. 

PwC Viewpoints
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4. Sector focus: Technology, Internet, 
Telecommunications

Investments in 
Technology
The technology sector includes IT 
Services, Software, Hardware, 
Electronics & Optoelectronics and 
Semiconductor.

Figure 24: Deal value in the Technology sector 2012-2013
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In Q3 2013, deal value mainly 
concentrated in the Electronics & 
Optoelectronics Devices subsegment, 
accounting for 74% of the total value of 
the quarter. However, compared to the 
same period in 2012, deal volume 
dropped, but deal value increased 
significantly. In Q3 2013, average deal 
size in this subsegment reached 
US$29.71 million, the highest figure in 
eight quarters. A portfolio company at 
the expansion stage had the highest 
single deal size amounting to US$486 
million. Ranking second was a 
portfolio company also from the 
Electronics & Optoelectronics Devices 
subsegment, with a single deal size of 
US$68.88 million, and in third was a 
software company, with a single deal 
size of US$47.27 million.
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Figure 25: Deal volume in the Technology sector 2012-2013
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In Q3 2013, the Semiconductor 
subsegment also performed very well. 
After discounting a large PIPE 
investment in the subsegment in Q4 
2012, Q3 2013 can be considered the 
best-performing overall quarter.  

In Q4 2013, investments in the IT 
Services and Software subsegments 
were robust, with both subsegments 
having a combined deal value that 
accounted for 90% of the total deal 
value for that quarter. The three 
investments with the highest deal 
value also came under these two 
subsegments-US$625 million and 
US$100 million in IT Services and 
US$500 million in Software. The 
single deal size exceeding US$500 
million for the first time in eight 
quarters and appreciating significantly 
compared to the same period last year. 
The Software investment involved an 
enterprise at the late stage, while the 
IT Services cases were both PIPE 
investments.

The Hardware subsegment remained 
sluggish. Although deal volume in Q3 
2013 reached the same level YoY, and 
the gap in deal value also narrowed, 
investments dropped significantly in 
Q4 2013. 
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Deal volume and value

Q3 2013

There were 67 deals in total in the 
Technology sector, with a total value of 
US$848 million. (Three deals did not 
disclose their subsegments; they had a 
total value of US$8.16 million.)

Figure 26: Deal volume by 
Technology subsegment Q3’13
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Figure 27: Deal value by Technology 
subsegment Q3’13 (US$m)
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YoY comparison for Q3 2013

Deal 
volume

Deal 
value

Electronics & 
Optoelectronics 
Devices

18% 132%

Software 7% 16%

IT Services 19% 33%

Semiconductor 40% 423%

Hardware — 33%

Electronics & Optoelectronics 
Devices: 23 deals, 34% of the total; 
deal value of US$624 million, 74% of 
the total. 

Software: 16 deals, 24% of the total; 
deal value of US$76.82 million, 9% of 
the total. 

IT Services: 13 deals, 19% of the total; 
deal value of US$65.99 million, 8% of 
the total. 

Semiconductor: 7 deals, 11% of the 
total; deal value of US$51.65 million, 
6% of the total.

Hardware: 5 deals, 8% of the total, 
deal value of US$ 21.49 million, 3% of 
the total.
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Q4 2013

There were 68 deals in total in the 
Technology sector, with a total value of 
US$1,583 million. (Four deals did not 
disclose their subsegments; they had a 
total value of US$1.4 million.)

Software: 23 deals, 34% of the total; 
deal value of US$654 million, 41% of 
the total. 

Electronics & Optoelectronics 
Devices: 22 deals, 32% of the total; 
deal value of US$132 million, 8% of 
the total. 

IT Services: 15 deals, 22% of the total; 
deal value of US$755 million, 48% of 
the total.

Semiconductor: 3 deals, 4% of the 
total; deal value of US$15.48 million, 
1% of the total

Hardware: 1 deals, 2% of the total; 
deal value of US$ 11.82 million, 1% of 
the total.

Figure 28: Deal volume by  
Technology subsegment Q4’13
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Figure 29: Deal value by Technology 
subsegment Q4’13 (US$m)
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YoY comparison for Q4 2013

Deal 
volume

Deal 
value

Electronics & 
Optoelectronics 
Devices

16% 15%

Software 77% 2,399%

IT Services 15% 1,579%

Semiconductor — 94%

Hardware 50% 35%

QoQ comparison between Q4 2013 
and Q3 2013

Deal 
volume

Deal 
value

Electronics & 
Optoelectronics

4% 79%

Software 44% 751%

IT Services 15% 1,044%

Semiconductor 57% 70%

Hardware 80% 45%



26 MoneyTreeTM China TMT Report Q3/Q4 2013

In Q4 2013, early-stage investments 
mainly focused on the Software and 
Electronics & Optoelectronics Devices 
subsegments. The highest single deal 
size was US$10 million, of which two 
deals were in Software and one deal in 
IT Services. 

Among expansion-stage investments, 
Electronics & Optoelectronics Devices 
and IT Services accounted for 63% of 
total deal volume, representing the top 
two subsegments. There were three 
deals exceeding US$10 million, of 
which one deal was in the Electronics 
& Optoelectronics Devices subsegment, 
one in Software and one unspecified. 
The highest single deal size was 
US$11.40 million. 

The share of late-stage investments in 
total investments was similar to the 
early stage. There were three 
companies with funding exceeding 
US$10 million, of which two were 
Electronics & Optoelectronics Devices 
enterprises and one Software 
enterprise, which obtained US$500 
million in funding, representing the 
highest single deal value. 

Among PIPE investments, the highest 
single deal size of US$625 million 
involved an IT Services enterprise. 

Investments by stage of development 

In Q3 2013, deal value for early-stage 
investments reached a record high for 
eight quarters, with an average deal 
size amounting to more than US$3 
million, just slightly below that for Q3 
and Q4 2012. In addition, in 2013, 
close to half of the early-stage 
investments were in the IT Services 
and Electronics & Optoelectronics 
Devices subsegments. Among which, 
the highest single deal size of US$20 
million was in IT Services.

In Q3 2013, the highest total deal value 
by stage involved expansion-stage 
investments, exceeding US$500 
million, representing the highest value 
for eight quarters. The average deal 
size for expansion-stage investments 
was US$28.16 million. Over 50% of the 
investments were in the Electronics & 
Optoelectronics Devices subsegment, 
and the highest single deal size was an 
investment in an Electronics & 
Optoelectronics Devices enterprise, 
amounting to US$486 million. 

The Electronics & Optoelectronics 
Devices and Semiconductor 
subsegments dominated late-stage 
investments, with the highest single 
deal size amounting to US$68.88 
million, an Electronics & 
Optoelectronics Devices enterprise.

Among the PIPE investments, 50% 
were in the Electronics & 
Optoelectronics Devices subsegment, 
while the highest single deal size was 
in the Software subsegment, 
amounting to US$47.27 million.

Figure 30: Deal value by stage of development in the Technology sector 
2012-2013
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Figure 31: Deal volume by stage of development in the Technology sector 
2012-2013
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Investments by stage of development

Q3 2013

Early stage: 31 deals, 46% of the total; 
deal value of US$98.12 million, 12% of 
the total. 

Expansion stage: 21 deals, 31% of the 
total; deal value of US$563 million, 
66% of the total. 

Late stage: 11 deals, 17% of the total; 
deal value of US$114 million, 13% of 
the total. 

PIPE: 4 deals, 6% of the total; deal 
value of US$73.29 million, 9% of the 
total. 

Figure 32: Deal volume by stage 
of development in the Technology 
sector Q3’13  
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Figure 33: Deal value by stage of 
development in the Technology 
sector Q3’13 (US$m)
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From November 2012 until the end of 
2013, A-share trading was suspended 
for the eighth time, making it the 
longest suspension period in A-share 
history. In Q4 2013, as the time for the 
reopening of the A-share market was 
being determined, the number of exit 
deals started to rise and this in turn 
boosted investment. In H2 2013, 
enterprises at each stage of 
development performed better than in 
H1. Total deal volume of early-stage 
investments was over twice that of H1. 
Total deal volume for PIPE investments 
was four times that of H1. Expansion-
stage investments were close to seven 
times that of H1 and late-stage 
investments were over nine times that 
of H1. 

Compared to each of the previous 
quarters, late-stage investments did 
not perform any better in Q4 2013, but 
the total deal value for that quarter 
was the highest among all eight 
quarters, becoming another stage of 
development that exceeded the 
US$500 million mark, with average 
deal size amounting to US$69.02 
million. As exit channels become more 
diversified and transparent, investors’ 
confidence in late-stage enterprises in 
the Technology sector also increased.

The advantage of PIPE investments are 
the availability of existing exit 
channels, as well as their transparent 
financial statements. Due to exit 
pressure, PE investments in PIPE 
companies increased exponentially in 
Q4 2013, with the highest single deal 
size reaching US$625 million, which 
was invested in the IT Services 
subsegment.  
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Investments by region

During Q3 and Q4 2013, the top three 
regions with the highest deal volume 
and greatest deal size in the 
Technology sector were, in descending 
order, Beijing, Shenzhen and 
Shanghai. Beijing took the top spot 
with a deal volume of 28, totalling 

Figure 36: The top three regions for Technology investments Q3/Q4’13 (Deal 
volume/Deal value)
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Q4 2013

Early stage: 26 deals, 38% of the total; 
deal value of US$42.38 million, 3% of 
the total. 

Expansion stage: 24 deals, 35% of the 
total; deal value of US$129 million, 8% 
of the total. 

Late stage: 10 deals, 15% of the total; 
deal value of US$552 million, 35% of 
the total. 

PIPE: 8 deals, 12% of the total; deal 
value of US$860 million, 54% of the 
total. 

Figure 34: Deal volume by stage 
of development in the Technology 
sector Q4’13  
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Figure 35: Deal value by stage of 
development in the Technology 
sector Q4’13 (US$m)
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QoQ comparison between Q4 2013 
and Q3 2013

Deal 
volume

Deal 
value

Early stage 16% 57%

Expansion 

stage
14% 77%

Late stage 9% 384%

PIPE 100% 1,073%

US$923 million. Shenzhen had 12 
deals totalling US$161 million. 
Shanghai had the same number of 
deals as Shenzhen, but with a value of 
US$40.23 million, lagging way behind 
the number two region.

The major investment subsegments in 
Beijing were IT Services and Software, 
accounting for 71% of the total deal 
volume. In Shenzhen, the investment 
focus shifted to Electronics & Opto-
electronics, with two-thirds of the deal 
volume taking place in this sub-
segment. In Shanghai, around 50% of 
the deals were in the IT Services sector. 

In all three regions, the majority of the 
deals happened at the early stage. In 
addition, PIPE deals were also seen in 
all three regions, six in Beijing, three in 
Shenzhen and one in Shanghai. 
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Based on deal volume, the most active 
subsegments in the Internet sector 
were E-commerce and Internet 
Services. However, in Q3 2013, the 
deal volume of E-commerce 
investments dropped by 23% YoY. They 
rebounded in Q4 2013 to 31 deals, up 
35% QoQ, which was the third highest 
quarter after Q1 and Q2 2012. 

In Q3 2013, although the deal value of 
E-commerce investments made up 23% 
of the total value in the Internet sector, 
it remained at a record low compared 
to previous quarters. In Q4 2013, the 
deal value of E-commerce investments 
accounted for 29% of total deal value 
in the Internet sector, ranking number 
one among all other subsegments. 
Compared to Q4 2012, deal value 
appreciated by 118%. One leisurewear 
E-commerce website received the 
highest single deal funding in the 
subsegment, amounting to US$100 
million.

Whether B2C or B2B, E-commerce is 
the way forward for future 
development. Pioneering E-commerce 
giants, such as Taobao or JD.com, have 
already established market dominance 
following more than 10 years of 
development. Of all E-commerce deals, 
53% were investments in early-stage 
companies, 40% in expansion-stage 
companies, and the remaining 7% 
were in late-stage companies. 
Currently, brand awareness of these 
E-commerce portfolio companies, 
including those at the late stage, is still 
relatively low. 

Another active subsegment is Internet 
Services, which includes Online Travel 
Services, Online Healthcare and 
Online Healthcare Services. In Q3 and 
Q4 2013, deal value and deal volume 
for Internet Services both increased 
YoY and QoQ, while deal value in Q4 
2013 increased by 244% YoY. Among 
Internet Services, the most active area 
is Online Travel Services, which makes 
up 21% of the total volume. 

Figure 37: Deal value in the Internet sector 2012-2013
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Another reason is the dominance of a 
small number of social media 
companies that take up the vast 
majority of the market share. As a 
result, limited by low brand awareness 
and a small registered user base, deal 
value for new online communities was 
usually relatively low, ranging from 
tens of thousands, to millions of US 
dollars. Of course there are exceptions, 
as in the case in Q3 2013 of a well - 
known social media company in China 
obtaining the highest single deal 
funding of the year, US$160 million. 

Overall investment conditions 
improved significantly in Q4 2013 
compared to Q3 2013. However, Social 
Media investment, by both deal volume 
and deal value, decreased, dropping by 
67% and 95%, respectively. One of the 
main reasons for this was the impact 
and growth of the Mobile subsegment. 
With consumers increasingly 
dependent on Mobile to build their 
social networks through  online 
messaging and interactivity, instant 
businesses and social media have 
developed a number of relevant 
applications, in addition to 
maintaining their existing websites. 
This has meant that the boundaries 
between Internet and Mobile Internet 
are disappearing. 

Figure 38: Deal volume in the Internet Sector 2012-2013
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Internet Finance, providing financial 
services in an innovative way, covers 
third-party payment, Internet banking, 
Internet borrowing, P2P and other 
related services. At the moment, 
Internet giants such as Taobao, Tencent, 
Baidu, and even corporate giants such 
as Suning in traditional industries, 
are focusing on Internet Finance.
Investments in Internet Finance were in 
single digits in each quarter. However, 
the data does not fully reflect the 
current situation due to no transaction 
data of the Internet magnates covered 
in this period of studies. 

In fact, Alipay under Taobao was made 
available online in June 2013, while 
Wechat Payment was launched in 
January 2014. 

When Internet financing was about 
to break through the boundary of 
traditional financing modes and take 
off, to ensure order in the payment 
services market and prevent payment 
risks, the Payment and Settlement 
Department of the PBOC issued a 
notification regarding virtual credit 
cards and two-dimensional code 
payment services on 14 March 2014, 
requesting Alipay to suspend its offline 
barcode payment and virtual card 
business immediately. As a result, 
Internet Finance reached a temporary 
bottleneck. Undoubtedly, Internet 
Finance is one way to go for innovative 
financing, but its future development 
will certainly depend on regulation.

PwC Viewpoints
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Q3 2013

There were 67 deals in total in the 
Internet sector, with a total value of 
US$504 million.

E-commerce: 23 deals, 34% of the 
total; deal value of US$116 million, 
23% of the total. 

Internet Services: 16 deals, 24% of the 
total; deal value of US$70.75 million, 
14% of the total. 

Internet Marketing:  8 deals, 12% of 
the total; deal value of US$16.66 
million, 3% of the total. 

YoY comparison for Q3 2013

Deal 
volume

Deal 
value

E-commerce 23% 95%

Internet Services — 65%

Internet Marketing 27% 55%

Social Media 100% 4,300%

Online Education 50% 178%

Online 
Entertainment

33% 1,027%

Internet Finance — 530%

Figure 39: Deal volume by Internet 
subsegment Q3’13  
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Figure 40: Deal value by Internet 
subsegment Q3’13 (US$m) 
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Social Media: 6 deals, 9% of the total; 
deal value of US$220 million, 44% of 
the total. 

Online Education: 6 deals, 9% of the 
total; deal value of US$12.73 million, 
3% of the total.

Online Entertainment: 4 deals, 6% of 
the total, deal value of US$26.70 
million, 5% of the total. 

Internet Finance: 4 deals, 6% of the 
total; deal value of US$40.72 million, 
8% of the total.
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Q4 2013

There were 94 deals in total in the 
Internet sector, with a total value of 
US$678 million. (Seven deals did not 
disclose their subsegments; they had a 
deal value of US$73.97 million.)

E-commerce: 31 deals, 33% of the 
total; deal value of US$198 million, 
29% of the total. 

Internet Services: 29 deals, 31% of the 
total; deal value of US$139 million, 
20% of the total. 

Internet Marketing:  11 deals, 12% of 
the total; deal value of US$61.88 
million, 9% of the total. 

Online Entertainment: 6 deals, 6% of 
the total, deal value of US$174 million, 
26% of the total. 

Online Education: 5 deals, 5% of the 
total; deal value of US$15.30 million, 
2% of the total.

Internet Finance: 3 deals, 3% of the 
total; deal value of US$5.9 million, 1% 
of the total.

Social Media: 2 deals, 2% of the total; 
deal value of US$10.81 million, 2% of 
the total. 

YoY comparison for Q4 2013

Deal 
volume

Deal 
value

E-commerce 29% 118%

Internet Services 71% 244%

Internet Marketing 120% 434%

Social Media 71% 1,143%

Online Education — 19%

Online 
Entertainment

— 1,323%

Internet Finance — 38%

QoQ comparison between Q4 2013 
and Q4 2013

Deal 
volume

Deal 
value

E-commerce 35% 71%

Internet Services 81% 96%

Internet Marketing 38% 272%

Social Media 67% 95%

Online Education 17% 20%

Online 
Entertainment

50% 552%

Internet Finance 25% 86%

Figure 41: Deal volume by Internet 
subsegment Q4’13
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Figure 42: Deal value by Internet 
subsegment Q4’13 (US$m)
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Investments by stage of development 

In the Internet sector, investments in 
early-stage companies made up more 
than 50% of total investments. 
Including expansion-stage companies, 
deal volume of investments in 
companies at both stages of 
development accounted for 90%-95% 
of the total. In Q3 2013, among 
investments in early-stage companies, 
E-commerce investments ranked 
number one in terms of both deal 
volume and deal value, representing 
29% and 38% of the total, respectively. 
Deal volume of Internet Services 
ranked second, accounting for 26%. 
Although there were only two 
transactions in Internet Finance, their 
total deal value just lagged behind 
E-commerce, with one Internet 
Finance and one E-commerce portfolio 
company each receiving the joint 
highest single deal funding of US$30 
million.

Figure 43: Deal value by stage of development in the Internet sector 
2012-2013
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Figure 44: Deal volume by stage of development in the Internet sector 
2012-2013
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Among investments in the expansion 
stage, the share of E-commerce 
investments remained the highest, 
accounting for 39% of the total.   A 
Social Media company at the 
expansion stage obtained the highest 
single deal funding of US$160 million. 

Among investments in late-stage 
companies, E-commerce investments 
constituted 40% of the total volume. 
The average deal size of late-stage 
investments was about US$1 million. 
There were two transactions with the 
joint highest single deal size, each 
amounting to US$60 million. One was 
an Online Travel Services company, 
and the other was a Social Media 
company. 

In Q4 2013, among investments in the 
expansion and late stages, E-commerce 
investments recorded the highest deal 
volume, accounting for 37% and 50%, 
respectively.

The highest single deal size involved 
an expansion-stage investment, with 
US$170 million going to the Online 
Entertainment subsegment. This was 
followed by US$100 million going to 
the E-commerce subsegment.
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Investments by stage of development

Q3 2013

There were 67 deals in total in the 
Internet sector, with a total value of 
US$504 million. (Two deals did not 
disclose their stage of development; 
they had a total value of  US$3 
million.)

Figure 45: Deal volume by stage of 
development in the Internet sector 
Q3’13 
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Figure 46: Deal value by stage of 
development in the Internet sector 
Q3’13 (US$m)
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Q4 2013

There were 94 deals in total in the 
Internet sector, with a total value of 
US$678 million.

QoQ comparison between Q4 and 
Q3 2013

Deal 
volume

Deal
value

Early stage 21% 20%

Expansion 

stage
111% 109%

Late stage 20% 80%

Figure 47: Deal volume by stage of 
development in the Internet sector 
Q4’13  
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Figure 48: Deal value by stage of 
development in the Internet sector 
Q4’13 (US$m)
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Early stage: 42 deals, 63% of the total; 
deal value of US$129 million, 25% of 
the total. 

Expansion stage: 18 deals, 27% of the 
total; deal value of US$237 million, 
47% of the total. 

Late stage: 5 deals, 7% of the total; 
deal value of US$135 million, 27% of 
the total.

Early stage: 51 deals, 54% of the total; 
deal value of US$155 million, 23% of 
the total.

Expansion stage: 38 deals, 41% of the 
total; deal value of US$496 million, 
73% of the total. 

Late stage: 4 deals, 4% of the total; 
deal value of US$26.62 million, 4% of 
the total. 

PIPE: 1 deal, 1% of the total; deal value 
of US$1 million, 0.1% of the total. 
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Investments by region

During Q3 and Q4 2013, the top five 
regions by deal volume were, in 
descending order, Beijing, 58 deals 
with a deal value of US$555 million; 
Shanghai, 30 deals with a total 
investment sum of US$307 million; 
Shenzhen, 7 deals with a total 
investment sum of US$28.69; 
Guangzhou, 6 deals with a total 
investment sum of US$32.31 and 
Hangzhou, 6 deals with a total 
investment sum of US$12.82. The deal 
values in Beijing and Shanghai were 
many times greater than those of 
Shenzhen and Guangzhou. 

Figure 49: The top five regions for Internet investments in Q3/Q4’13 (Deal 
volume/Deal value)
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Among the top five regions for 
investments, Beijing and Shanghai 
covered all seven subsegments in the 
Internet sector, while investments in 
the other three cities only covered 
E-commerce, Internet Services, 
Online Marketing and Online 
Entertainment. Investments in 
E-commerce and Internet Services 
took place in all of the top five 
regions, demonstrating that these are 
two of the most active subsegments 
within the Internet sector. 

There are three companies with 
a single deal size of over US$100 
million, which are all well-known 
brand names in China’s Internet 
sector. An online entertainment 
company located in Shanghai 
received the highest single deal 
funding of US$170 million. A Social 
Media company received a single 
deal funding of US$160 million and 
an E-commerce company in Beijing 
received US$100 million in funding.

PwC Viewpoints
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Investments in 
Telecommunications

The Telecommunications sector 
includes Telecom Equipment and 
Terminals, Other Telecommunications 
Sectors and Mobile.

Deal volume and value

Q3 2013

The total number of deals in the 
Telecommunications sector was 74, 
with a total value of US$262 million.

Mobile: 67 deals, 90% of the total; deal 
value of US$235 million, 90% of the 
total. 

Telecom Equipment and Terminals: 5 
deals, 7% of the total; deal value of 
US$20.02 million, 8% of the total.

Other Telecommunications Sectors: 2 
deals, 3% of the total; deal value of 
US$6.48 million, 2% of the total.

Figure 50 : Deal volume 
by subsegment in the 
Telecommunications sector 
Q3’13 
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Figure 51: Deal value 
by subsegment in the 
Telecommunications sector 
Q3’13(US$m)
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YoY comparison for Q3 2013

Deal 
volume

Deal 
value

Mobile 46% 108%

Telecom Equipment 
and Terminals

44% 81%

Other 
Telecommunications 
Sectors

82% 93%

TD-LTE development continues to 
accelerate in China, and in mid 2013 
China Mobile started building 200,000 
base stations and purchased one 
million terminals, possessing a user 
base of close to 40,000 4G users. In 
October last year, China Mobile 
obtained approval to expand its 
TD-LTE testing scope to 326 cities in 
China. By mid 2014, we expect that 
100 cities will be equipped to provide 
4G services for commercial usage. By 
the end of 2014, customers in over 340 
cities will be able to enjoy 4G services 
provided by China Mobile. In addition 
to significantly increasing Internet 
speed, telecommunications 
development has also helped to lower 
the cost of Internet usage, as well as 
enhance the application platform, 
making it stronger and more stable. In 
addition, telecommunications 
development has also made the 
Internet a part of mobile devices. The 
Mobile subsegment has combined 
communication, entertainment, 
shopping, education, financial services, 
mobile healthcare, socialising and 
business transactions all into one.  

Some predict that initial construction 
of the 4G network will trigger 
hundreds of billions of US dollars in 
investment. After the network becomes 
available for commercial usage, 
down-stream industries such as 
Terminal Manufacturing and Software 
will be boosted. Based on existing 
investment data, in Q4 2013, deal 
volume and deal value of investments 
in Telecommunications and Terminals 
have both returned to H2 2012 levels. 
However, as of the end of 2013, PE 
investments in these areas were still 
lagging significantly behind the 
projections. The fundamental reason 
for this was that in China’s 
telecommunications industry, 
construction and operations are 
mainly dependent on large state-
owned enterprises. Although state-
owned assets have started to attract PE 
investments, the most competitive area 
for PE investments is still the Mobile 
subsegment. 
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Q4 2013

The total number of deals in the 
Telecommunications sector was 76, 
with a total value of US$332 million. 
(Three deals did not reveal their 
subsegments; they had a total value of 
US$17.6 million.)

Figure 52 : Deal volume 
by subsegment in the 
Telecommunications sector   
Q4’13
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Figure 53: Deal value 
by subsegment in the 
Telecommunications sector 
Q4’13(US$m)
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YoY comparison forQ4 2013

Deal 
volume

Deal 
value

Mobile 75% 88%

Telecom 
Equipment and 
Terminals

— 1%

Other 
Telecommunications 
Sectors

67% 97% QoQ comparison between Q4 and 

Q3 2013

Deal 
volume

Deal 
value

Mobile 6% 21%

Telecom 
Equipment and 
Terminals

80% 499%

Other 
Telecommunications 
Sectors

50% 33%

Mobile: 63 deals, 83% of the total; deal 
value of US$185 million, 56% of the 
total. 

Telecom Equipment and Terminals: 9 
deal, 12% of the total; deal value of 
US$120 million, 36% of the total.

Other Telecommunications Sectors: 1 
deal, 1% of the total; deal value of 
US$8.61 million, 3% of the total.
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Investments by stage of development

QoQ comparison between Q4 and 
Q3 2013

Deal 
volume

Deal 
value

Early stage 14% 34%

Expansion 
stage

50% 55%

Late stage 33% 91%

PIPE 400% 380%

Figure 54: Deal volume by 
stage of development in the 
Telecommunications sector 
Q3’13 
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Figure 56: Deal volume by 
stage of development in the 
Telecommunications sector Q4’13 
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Figure 55: Deal value by 
stage of development in the 
Telecommunications sector Q3’13 
(US$m)
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Figure 57: Deal value by 
stage of development in the 
Telecommunications sector Q4’13 
(US$m)

$94.5
28%

$1.79
1%

$120
36%

$115
35%

Early stage 
Expansion stage
Late stage 

PIPE 

 

Q3 2013
Early stage: 56 deals, 76% of the total; 
deal value of US$140 million, 55% of 
the total. 

Expansion stage: 14 deals, 19% of the 
total; deal value of US$73.97 million, 
28% of the total. 

Late stage: 3 deals, 4% of the total; 
deal value of US$20.02 million, 7% of 
the total.

PIPE: 1 deal, 1% of the total; deal 
value of US$25 million, 10% of the 
total.

Q4 2013

Early stage: 48 deals, 63% of the total; 
deal value of US$94.5 million, 28% of 
the total. 

Expansion stage: 21 deals, 28% of the 
total; deal value of US$115 million, 
27% of the total. 

Late stage: 2 deals, 3% of the total; 
deal value of US$1.79 million, 1% of 
the total.

PIPE: 5 deals, 6% of the total; deal 
value of US$120 million, 36% of the 
total. 
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Investments by region

During Q1 and Q2 2013 in the 
Telecommunications sector, Beijing 
took the top spot with 45 deals valued 
at US$180 million. Shanghai took 
second place with a deal volume of 26.  
All the deals in Shanghai, as well as 7 
deals in Guangzhou, 6 deals in 
Huangzhou and 5 deals in Sichuan 
were transactions in the Mobile 
subsegment.  From a deal size 
perspective, Sichuan ranked second 
with a deal value of US$35.28 million. 
Shanghai came third with a total of 
US$33.7 million and Huangzhou was 
in the fourth spot due to a modest 
investment size of US$30.98 million. 
The largest single deal size was US$25 
million, with the average deal size 
being around US$10 million. 

Figure 58: The top five regions for investment in the Telecommunications 
sector Q3/Q4’13 (Deal volume/Deal value)
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Beijing still ranked number one 
among the key investment regions 
for the Telecommunications sector. 
It was also the only key investment 
city among the top five in which 
investments involved early-stage, 
expansion-stage and late-stage 
companies. On the other hand, in 
the other four cities, all companies 
receiving funding were at the early 
stage of development. Although 
Sichuan was slightly higher than 
Shanghai in terms of deal value, 
from the perspective of deal volume, 
the numbers in Sichuan, Hangzhou 
and Guangzhou were only in single 
digits. The surprising thing was that 
Shenzhen, a popular city for the 
TMT industry, ranked very low in the 
Telecommunications sector. From 
a sector perspective, investors are 
still most interested in the Mobile 
segment. In Beijing, this segment 
accounted for 71% of the total deal 
volume.

PwC Viewpoints
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The Mobile subsegment includes 
Mobile Entertainment, Mobile 
Advertising, Mobile Shopping, Mobile 
Healthcare, Mobile Technology, Mobile 
Education, Mobile Services, Mobile 
Social Media, Mobile Finance and 
Mobile Messaging. 

Mobile 
Messaging

Mobile FinanceMobile 
Social 
Media

Mobile services
(Including Mobile 
Travel Services, 
Mobile  
Housekeeeping 
Services)

Mobile 
Education

Mobile 
Advertising

Mobile 
Shopping

Mobile 
Healthcare

Mobile 
Technology

Mobile 
Entertainment
(Including Mobile 
Video, Mobile 
Music , Mobile 
Gaming ete.)

5. A close look at investments in Mobile
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Deal volume and value

Q3 2013

The total number of deals in the Mobile 
subsegment was 67, with a total value 
of US$235 million. (Five deals did not 
disclose their sub-segments; they had a 
total deal value of US$38.32 million.)

Figure 59: Deal value by Mobile subsegments 2012-2013
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Mobile Entertainment: 20 deals, 30% 
of the total; deal value of US$113 
million, 48% of the total.

Mobile Advertising: 6 deals, 9% of the 
total; deal value of US$16.7 million, 
7% of the total.

Mobile Shopping: 1 deal, 2% of the 
total; deal value concealed.  

Mobile Healthcare: 6 deals, 9% of the 
total; deal value of US$11.62 million, 
5% of the total.

Mobile Technology: 10 deals, 15% of 
the total; deal value of US$22.85 
million, 10% of the total.

Mobile Education: 1 deal, 2% of the 
total; deal value of US$0.16 million, 
0.1% of the total.

Mobile Services: 11 deals, 16% of the 
total; deal value of US$9.87 million, 
4% of the total.

Mobile Social Media: 1 deal, 2% of the 
total; deal value of US$1 million, 0.5% 
of the total.

Mobile Finance: 3 deals, 4% of the 
total; deal value of US$20.16 million, 
9% of the total. 

Mobile Messaging: 3 deals, 4% of the 
total; deal value of US$1.24 million, 
1% of the total.
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Q4 2013

The total number of deals in the Mobile 
subsegment was 63, with a total value 
of US$185 million. (Ten deals did not 
disclose their sub-segments; they had a 
total deal value of US$8.37 million.)

Figure 60: Deal volume by Mobile subsegments 2012-2013
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Mobile Entertainment: 20 deals, 32% 
of the total; deal value of US$116 
million, 63% of the total.

Mobile Advertising: 3 deals, 5% of the 
total; deal value of US$3.1 million, 2% 
of the total.

Mobile Shopping: 3 deal, 5% of the 
total; deal value of US$3.41 million, 
2% of the total.

Mobile Healthcare: 2 deals, 3% of the 
total; deal value of US$1.63 million, 
1% of the total.

Mobile Technology: 8 deals, 13% of 
the total; deal value of US$24.42 
million, 13% of the total.

Mobile Education: 2 deals, 3% of the 
total; deal value of US$2.63 million, 
1% of the total.

Mobile Services: 7 deals, 11% of the 
total; deal value of US$13.33 million, 
7% of the total.

Mobile Social Media: 6 deals, 10% of 
the total; deal value of US$1.99 
million, 1% of the total.

Mobile Finance: 2 deals, 3% of the 
total; deal value of US$10.49 million, 
6% of the total.

Mobile Messaging: No deals.
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The 3G era has made real-time Mobile 
Messaging possible. The 4G era is 
enhancing video usage and the 5G era 
will make possible ‘The Internet of 
Things’ through precision positioning 
and Big Data sharing. Imagine the 
following scenario in 2020 being part of 
your daily life: While you are driving to 
work, you approach your local coffee 
shop. Once you are 200 metres away, 
your car sends a signal to the coffee shop 
giving them your regular order of a 
cappuccino. The order is taken and you 
then pick up the coffee from the drive-
through counter. 

As Mobile Entertainment encompasses 
Mobile Video, Mobile Music and Mobile 
Gaming, the sector covers a large number 
of users. As a result, the Mobile 
Entertainment subsegment recorded the 
highest deal volume in the Mobile 
segment. In Q3 and Q4 2013, there were 
20 investments in each quarter, and their 
combined total was equivalent to the 
annual total for 2010. In Q3 2013, deal 
value was US$113 million, breaking 
through the US$100 million mark for the 
first time, and in Q4 it was US$116 
million. The combined deal value for the 
two quarters was roughly nine times that 
of H1 2013.

With the mobilisation of the Internet, 
mobile phone functions have become 
increasingly diversified. One category 
that has become increasingly important 
is Mobile Shopping. Established in 2011, 
China’s first mobile shopping application 
received US$159 million in funding in 
Q2 2012, representing the highest single 
deal size in the eight quarters of 2012-
2013.

Q1’12 Q2’12 Q3’12 Q4’12 Q1’13 Q2’13 Q3’13 Q4’13

$0 $0 $0 $0 $0 $0
$0.02 $1.24

US$m

1 3

Q1’12 Q2’12 Q3’12 Q4’12 Q1’13 Q2’13 Q3’13 Q4’13

$27.89 $24.9 $15.57 $0.41 $17.7 $113

20

$116

US$m

2012 11 8 10 6

$8.06

6

Q1’12 Q2’12 Q3’12 Q4’12 Q1’13 Q2’13 Q3’13 Q4’13

$0
$0.81$0

1

$0

12

$15.75

2

$3.41

US$m

3

$32.96

3

$159

3



44 MoneyTreeTM China TMT Report Q3/Q4 2013

Mobile Entertainment was followed 
closely by Mobile Technology, with an 
average deal volume of seven 
transactions per quarter. Mobile 
Technology mainly refers to cloud 
technology, multi-platform systems, 
security technology and mobile 
positioning technology. Only with the 
sound development of Mobile 
Technology companies can innovation 
really be  fostered, and better platforms 
provided for mobile application 
development.

Mobile Advertising, having the 
advantage of using Big Data for precision 
marketing, has become a new marketing 
channel for a lot of companies. Since 
Mobile Advertising does not require 
excessive funding, deal value is generally 
small. However, the impact of Mobile 
Advertising is significant due to its 
effectiveness in reaching targeted users. 
The main characteristics of Mobile 
Advertising are its high precision and 
targeted advertising based on individual 
interests, spending habits and current 
location. From this perspective, Mobile 
Advertising is more accurate a 
description than Internet Advertising.

Mobile Advertising is usually combined 
with non-paid mobile applications. As 
indicated in one piece of PwC research, 
40% of users are only willing to spend 
RMB 5 or less for mobile applications. To 
mobile application developers, as most 
users are not willing to pay for 
applications, the income potential from 
paid mobile applications is currently very 
low. Earnings can be enhanced only 
through user accumulation. Therefore, 
inserting mobile advertisements in 
non-paid mobile applications has become 
an extremely popular approach, offering 
significant earnings potential for both 
parties. For example, a mobile game 
launched in May 2013, “Flappy Bird”, 
suddenly became very popular around 
the world in early 2014, and by the end of 
Q1 2014, it had reached the number one 
position in the free game downloads 
chart on iTunes. According to the game’s 

developer, advertising income since its 
launch and until January 2014 was 
US$50,000 per day. However, currently, 
80-90% of mobile users either ignore or 
delete advertisements. Over the next 
three years, whether there will be any 
fundamental changes to the Mobile 
Advertising industry depends mainly on 
Big Data usage, the usability and usage 
frequency of mobile applications.
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The Mobile Finance subsegment has 
been a bright spot that gradually 
emerged after Q3 2013. Investments in 
this area were close to zero in 2012. As of 
H2 2013, the total deal value was around 
US$30 million, much higher than any 
period in the past. This investment data 
does not include the business activities of 
any of the well-known moguls in the 
Mobile segment.

The emergence of Mobile Finance is 
closely related to the introduction of 
innovative financial products by major 
Internet corporations. The principle of 
‘open, transparent and cooperative’ in 
the Mobile segment has penetrated 
traditional financing. Financial services, 
such as third-party payment, online 
wealth management, personal finance 
and small loans, have become very 
common. PE/VC has shifted its focus to 
mobile payment, P2P online credit and 
other financial product platforms. In 
addition, traditional commercial banks 
have started using the Mobile platform to 
offer transactional services, while PE has 
also focused on the mobile financing 
area. Despite the advantage of ‘deposit-
exchange-loan’ integration and the rapid 
development of the online space in 
China’s banking sector, the impact of 
Alibaba’s Alipay and Wechat Payment on 
the banking sector has been significant.
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6. Methodology and definitions

TMT is an acronym for 
Telecommunications, Media and 
Technology. In this report, we have 
carried out analysis of the three most 
active sectors within TMT. They are 
Technology, Internet and 
Telecommunications.

This report covers Q3 and Q4 2013. 
However, in order to show trends and 
make comparisons in the industry, we 
have included data from the first half 
of 2013 as well as all four quarters of 
2012. However, deals that did not 
disclose the specific investment period, 
investment value or investment stage 
were excluded from the relevant 
analysis in order to maintain the 
accuracy of the report.

All data in this report was provided by 
Zero2IPO Research.

Definitions

Technology sector

Electronics & Optoelectronics 
Devices: Optoelectronic components, 
optoelectronics, electronics, and power 
supply

Software: Software applications for 
business or consumer use

IT Services: IT consultation, software 
outsourcing, computer repair, 
computer and network security

Semiconductor: IC design, IC testing 
and packaging, IC equipment 
manufacturing 

Hardware: Computer hardware, 
computer peripherals, network 
equipment

Internet sector

E-commerce: B2C, B2B, C2C, 
e-payment 

Internet Services: online travel 
services, online recruitment services, 
online housekeeping services etc. 

Internet Marketing: Search engine, 
digital ad agency work and Internet 
marketing services

Online Education: e-learning, online 
classroom etc.

Online Entertainment:  online 
gaming, online video, online music
Social Media: BBS/Forum, online 
networking

Internet Finance: shadow banking, 
P2P, online fund-raising, online 
payment 

Telecommunications sector

Telecom Equipment and Terminals: 
Communication equipment, terminals, 
software

Other Telecommunications Sectors: 
Mobile operators, fixed-line operators

Mobile: Mobile entertainment, mobile 
advertising, mobile shopping, mobile 
healthcare, mobile technology, mobile 
education, mobile services, mobile 
social media, mobile finance, mobile 
messaging 

Entertainment and Media sector

Traditional Media: Newspaper, 
magazines, publishing

Outdoor Media: Outdoor print ads, 
outdoor LED TV, mobile
TV, building TV

Video Production and Distribution: 
Film and television production and 
distribution

Advertising: Ad agencies, media 
buying

Cultural exchange: Cultural exchange 
agency etc.

Entertainment & Leisure: Animation 
and other industries
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Stage of development

Early stage: This stage varies from one 
to five years while the product or 
concept is under development and not 
yet in mass and commercial 
production. During this stage, funds 
are mainly used for acquiring 
production equipment and developing 
products as well as marketing and 
setting up management systems.

Expansion stage: The investment 
period at this stage usually lasts about 
two or three years. The product or 
service is in production and 
commercially available. The company 
generally needs more funds to further 
develop the product, as well as expand 
facilities and production. Inventory 
planning and marketing efforts are 
also ramped up.

Late stage: During this stage, the 
company has grown its operating 
revenue, and is more likely to be, but 
not necessarily, profitable. The 
company may have plans to go public. 
The main purpose of financing is to 
seek capital to grow capacity, and to 
introduce shareholders with industry 
experience and influence, thereby 
increasing corporate recognition and 
attracting shareholders. The company 
will aim to improve its financial 
structure and management team in 
preparation for listing. At this stage, 
the investment is low risk, but has a 
lower chance of high returns.

PIPE (private investment in public 
equity): PE investments in publicly 
listed companies via preferential 
allotments or private placements, and 
the acquisition of shares by PE firms 
via the secondary market.

Exits

Initial public offering (IPO): This 
includes the sale of PE or VC investors’ 
equity stake in an unlisted company 
through its first public offering of 
stock.

Strategic sale: This includes the sale of 
the PE or VC investors’ equity stakes 
(or the entire investee company itself) 
to a third-party company.

Management buy-out: The purchase 
of a company by its management 
through either debt-credit finance or 
stock transaction, which results in 
relevant changes in corporate 
ownership, control, residual claim and 
assets, in order to alter the structure of 
corporate proprietary rights.

Secondary sale: Any purchase of the 
PE or VC investors’ equity stakes by 
another PE or VC investors constitutes 
secondary sale.
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