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Although the TMT industry has boomed in China in recent 
years, private equity and venture capital (PEVC) 
investments have been buffeted by a volatile 
macroeconomic environment. This volatility has prompted 
PwC China to publish its first MoneyTreeTM Report 
focusing on PEVC investments in the Telecommunications, 
Media and Technology (TMT) industry. This report will be 
published periodically from 2013. We aim to share our 
observations and key findings with global professionals in 
the finance, investment and TMT sectors.

The period of study for this report is Q1 and Q2 2013. There 
is an in-depth analysis of PEVC investments and exits by 
quarter, stage of development and region. The Report also 
takes a detailed look at the investments in IT, Internet and 
Telecommunications and Mobile Internet, the three most 
popular sectors of the TMT industry for PEVC investors. 

Macroeconomic volatility led to a significant decline in both 
the volume and size of PEVC deals in the period studied. But 
while investments decreased as a whole, the TMT industry’s 
share of total PEVC investments showed a significant rise: 
the average ratio for Q1 and Q2 2013 was 59%, against 46% 
for the same period in 2012. While the TMT industry has 
fared relatively well, the Internet, Telecommunications and 
Mobile Internet sectors have performed significantly better 
than others. Meanwhile, the Telecommunications and 
Mobile Internet sector has also benefitted from the 
proliferation of smart phones, mobile apps and the 
technological transformation of traditional industries. 
Therefore, we predict that investments in this sector will 
pick up quickly. 

The highest number of transactions in the TMT industry 
went to early-stage investments, while the greatest value 
was concentrated in the expansion stage. Only late-stage 
investments continued to decline through Q1 and Q2 2013. 
This reflects increasing concerns over such investments as 
exits have tightened. Since Q1 2013, strategic sales have  
gradually overtaken IPOs as the main exit channel, though 
IPOs recovered slightly in Q2. We expect these two exit 
channels to continue to dominate the TMT industry. 

The majority of investments in the TMT industry are made 
in those economically developed regions that can offer 
excellent human resources and sophisticated markets: the 
top five regions by deal volume and value were Beijing, 
Shanghai, Shenzhen, Guangdong Province (excluding 
Shenzhen) and Zhejiang Province. 

We strive to present a full picture of PEVC investments in 
China’s TMT industry. We hope to help domestic investors 
make the right investment decisions. For TMT professionals, 
we look forward to giving you a greater understanding of 
investors’ preferences and mindsets. And finally, we aim to 
demonstrate the latest trends in China’s TMT industry to 
global investors.

Marcel Fenez 
Global Leader Entertainment and Media 
and China TMT Leader

Jianbin Gao
PwC China Technology Industry Leader

1. Overview
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TMT industry investments 
compared to all industries

Overall PEVC investments
In Q1 2013 China saw a total of 257 PEVC investments across 
all industries totalling US$3.24 billion. This was a decline of 
43% by volume and 48% by value compared to Q1 2012. 

In Q2 2013, there were a total of 259 PEVC investments, 
which represented a fall of 47% over the same period in 
2012. But deal value - at US$6.675 billion - grew by a 
modest 5% over the previous year.  

While deal volume in Q2 2013 was almost the same as Q1 
2013, deal value went up by 106%.

PEVC investments in TMT
In Q1 2013, there were 134 PEVC transactions in the TMT 
industry, accounting for 52% of total volume. The total 
investment amount - US$1.07 billion - represented 33% of 
PEVC deal value. The share of volume was similar in Q1 
2012 with 212 investments representing 47% of deal 
volume. But value was much lower - US$853 million of 
investments accounted for just 14%. 

TMT’s share of deal volume grew to 66% in Q2 on the back 
of a sharp increase on the previous quarter to 172 deals. 
However, the jump in overall deal value in that quarter 
meant that while TMT accounted for US$583 million, its 
overall share of value stood still at 9% of gross deal size. 
Looking at Q2 2012, total deal volume in the TMT industry 
was 216 with a share of 44%. Deal value accounted for 20% 
of the total PEVC investments at US$1.264 billion. 

“An increasing number of traditional enterprises are 
beginning to leverage their competitive advantage and 
increase their market share through the Internet,” explains 
Marcel Fenez, Global Leader Entertainment and Media 
and China TMT Leader. “This is why the TMT industry has 
proved relatively robust in a generally unfavourable 
investment environment.” 

2. PEVC investments in the 
TMT industry

A summary of Q1 and Q2 2013
1. PEVC deals declined significantly in volume. 

PEVC investments in TMT dropped in line with 
this trend compared to the same period of 
2012. 

2. The TMT industry’s share of total PEVC 
investments showed a significant rise: the 
average ratio for Q1 and Q2 2013 was 59%, 
against 46% for the same period in 2012. 

3. Q2 2013 started to rebound in volume in 
comparison with last quarter representing an 
upward trend.

Figure 1: Comparison of PEVC investments and TMT 
investments 2012-2013 (Deal value) 

PEVC funding in other industries 

US$m 

PEVC funding in TMT industry 

2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2

16,000

14,000

12,000

10,000

8,000

6,000

4,000

2,000

0

$6,335

$10,358

$4,214
$3,240

$6,675$6,198

 

Figure 2: Comparison of PEVC investments and TMT 
investments 2012-2013 (Deal volume)

PEVC deal volume in all industries 
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Investments by quarter 

In the first quarter of 2013, the volume of investments in 
TMT was down to 134 deals, a drop of 37% over the first 
quarter of 2012. However, deal value amounted to US$1.07 
billion, an increase of 25% year-on-year. 

In the second quarter of 2013, the deal volume was higher at 
172, but this was a drop of 20% on the same period in 2012. 
The fall in value was even worse: deals totalled just US$583 
million, down 54% YoY. Although there were 38 more deals 
in Q2 than Q1 2013, the total value decreased by 46%.  

In the first quarter of 2013, the average deal size was about 
US$8 million, which was roughly double the figure for the 
same period of the previous year, however, this was not the 
start of a trend. In the second quarter of 2013, average deal 
size was about US$3.4 million compared to US$5.85 million 
in Q2 2012, a decrease of 42%. The average deal size in Q2 
2013 plummeted by 58% compared to the previous quarter.

Investment trends in the TMT industry are often difficult to 
discern and are easily skewed by one large deal in any given 
quarter. Q3 2012 and Q1 2013 both saw large investments 
in online retailers. If these transactions are stripped out, we 
can see that investments in TMT have actually been on a 
downward trend since the third quarter of 2012 in terms of 
both volume and value. 

A summary of Q1 and Q2 2013
1. If we strip out outsize investments in Q1 2013, 

average deal size declined. The increasingly 
difficult environment for exits exerted 
downward pressure on deal prices. A relative 
increase in first-round investments also added 
to the drop in average deal size. 

2. In terms of deal value, the second quarter of 
2013 hit a six-quarter low. As the capital 
market gradually recovers and strategic sale 
rises steadily, we believe deal volume and 
value will both increase gradually.

Figure 3: Investments by quarter 2012-2013 (Deal volume/deal value)
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Investments by sector

The TMT industry is divided into the following sectors: 
Internet, Telecommunication and Mobile Internet, 
Entertainment and Media and IT.

Q1 2013 
Total deal volume across TMT industries reached 134 deals 
with a total value of US$1.07 billion. 

Internet: 67 deals, 50% of the total, a decline of 27% YoY. 
Total value was US$888 million, 83% of the TMT total, an 
increase of 173% YoY.

Telecommunications and Mobile Internet: 38 deals, 28% 
of the total, a decline of 16% YoY. Total value was US$74 
million, 7% of the TMT total and a decline of 45% YoY.

Entertainment and Media: 16 deals, 12% of the total, a 
decline of 43% YoY. Total value was US$77 million, 7% of 
the TMT total and down by 49% YoY. 

IT: 13 deals, 10% of the total, a decline of 72% YoY. Total 
value was US$31 million, 3% of the TMT total and a decline 
of 87%. 

Q2 2013 
Total deal volume for the TMT industries in 2013 Q2 was 
172 deals, with a total deal value of US$583 million. 

Internet: 75 deals, 44% of the total, a fall of 21% YoY. Deal 
value of US$381 million, 65% of the total and a fall of 28% 
YoY.

Telecommunications and Mobile Internet: 57 deals, 33% 
of the total, a decline of 20% YoY. Deal value of US$108 
million, 19% of the total and a fall of 80% YoY.

IT: 27 deals, 16% of the total volume, a decline of 18% YoY. 
Deal value was US$61 million, 10% of the total  and a fall of 
12% YoY.
 
Entertainment and Media: 13 deals, 7% of the total 
volume, a decline of 24% YoY. Deal value was US$33 
million, 6% of total value and a decline of 76% YoY.

Entertainment and Media was the only sector to register a 
decline in deal volume from Q1 2013 to Q2, a fall of 19%. 
The other three sectors increased by various degrees: IT by 
108%, Telecommunications and Mobile Internet by 50% and 
Internet by 12%. In terms of deal value, Entertainment and 
Media and Internet each fell sharply by 57%, while IT and 
Telecommunications and Mobile Internet increased by 97% 
and 46% respectively. 

A summary of Q1 and Q2 2013 
1. In terms of deal volume and size, investments 

in the Internet sector were the top priority. 
Investments in the Telecommunications and 
Mobile Internet sector came in a close second. 

2. Investments in the Telecommunications and 
Mobile Internet sector were mainly 
concentrated in the early stage, with an 
average deal size of around US$2 million. This 
makes it the industry with the lowest average 
deal size.

3. The deal volume for all sectors began to 
gradually increase in Q2 2013. 

Figure 4: Deal value in TMT sectors 2012-2013
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Figure 5: Deal volume in TMT sectors 2012 -2013
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Figure 6: TMT follow-on compared with initial investments 2012-2013 
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First-time funding compared with 
follow-on funding 
In Q1 2013, enterprises engaged in initial funding  
accounted for 60% of total deals, a decline of 7% on the 
previous year. In Q2 2013 this figure climbed to 65%, up 
12% compared to the same period of 2012, and up 5% 
compared with Q1 2013.

While overall deal volume and value in the TMT industry in 
Q1 2013 were both still on the way down, these figures 
began to rise slowly in Q2. The proportion of deals at the 
initial investment stage rose gradually and independently of 
the overall investment environment. This shows the 
presence of emergent forces in the TMT industry which can 
provide targets for venture capital funds. 
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Investments by stage of development

Q1 2013

Total volume of 134 deals in the TMT industry, with a total 
deal value of US$1.07 billion. 

Early stage: 68 deals, 51% of the total, deal value of 
US$123 million, 11% of the total. On a YoY basis, deal 
volume decreased by 25%, with deal value decreasing by 
39%.

Expansion stage: 45 deals, 34% of the total, deal value of 
US$822 million, 77% of the total. On a YoY basis, deal 
volume decreased by 48%, with the deal value increasing by 
101%.

Late stage: 19 deals, 14% of the total, deal value of US$102 
million, 10% of the total. On a YoY basis, deal volume 
decreased by 37%, with the deal value decreasing by 54%.

PIPE: 2 deals, 1% of the total, deal value of US$24 million, 
2% of the total. On a YoY basis, deal volume decreased by 
60%, with the deal value increasing by 20%.

Q2 2013

Total volume of 172 deals in the TMT industry, with a total 
deal value of US$583 million. 

Early stage: 95 deals, 55% of the total, deal value of 
US$112 million, 19% of the total. On a YoY basis, deal 
volume increased by 6%, with the deal value decreasing by 
51%.

Expansion stage: 53 deals, 31% of the total, deal value of 
US$314 million, 54% of the total. On a YoY basis, deal 
volume decreased by 37%, with the deal value decreasing 
by 63%.

Late stage: 18 deals, 11% of the total, deal value of US$81 
million, 14% of the total. On a YoY basis, deal volume 
decreased by 50%, with the deal value decreasing by 47%.

PIPE: 6 deals, 3% of the total, deal value of US$75 million, 
13% of the total. On a YoY basis, deal volume increased by 
20%, with the deal value increasing by 134%.
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A summary of Q1 and Q2 2013 
1. Deal volume in China’s TMT industry mainly 

centred on businesses at the early and 
expansion stages, while value was 
concentrated at the expansion stage. 

2. Deal volume at all four investment stages was 
generally sluggish. Only PIPE has shown 
growth in deal size YoY.

3. Unlike the previous quarter, Q2 2013 only saw 
a decline in investment in late stage, reflecting 
investors’ concerns about tighter times for 
exits. Deal volume for early and expansion 
stage increased, but the average deal size 
declined significantly.  PIPE maintained its 
strong relative rise, though overall volume 
was low.  

Figure 7: TMT investments by stage of development 
2012-2013 (Deal value)
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Figure 8: TMT investments by stage of development 
2012-2013(Deal volume)
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QoQ comparison between Q1 and Q2 2013
Early stage: Deal volume increased by 40%, while deal 
value declined slightly by 9%. 

Expansion stage: Deal volume rose by 18%, while deal 
value fell sharply by 62%. 

Late stage: Deal volume slightly declined by 5%, and deal 
value declined by 21%. 

PIPE: Deal volume increased by 200%, and deal value 
increased by 213%. 

“While overall market conditions have been difficult, 
expansion-stage enterprises have still proved favourable to 
investors,” says Jianbin Gao, PwC China Technology 
Industry Leader. “Deal volume has been concentrated 
around early-stage businesses that are building on the latest 
developments in technology. Internet and mobile Internet 
companies at that stage are therefore attracting a lot of 
attention from PEVC funds.”
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Investments by region

Investments in China’s TMT industries mainly centred on 
economically developed regions during Q1 and Q2 2013. 
Their edge in human resources and market infrastructure 
creates a good basis for rapid business development. The top 
five regions for China’s TMT industry in terms of volume 
were Beijing (101 deals), Shanghai ( 66 deals), Shenzhen 
(13 deals), Guangdong Province excluding Shenzhen (6 
deals) and Zhejiang Province (14 deals). In total, the top five  
regions logged 200 deals, 94 more than other regions.

Figure 9: The top five regions for TMT investments in Q1/Q2 2013 (Deal volume/ deal value) 
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Total deal value for the TMT industries was US$1.653 
billion. The top five regions accounted for US$1.312 billion, 
or 79% of the total, while the total deal size of all other 
regions was only US$341 million, accounting for 21%. 
Among the top five regions, Beijing accounted for deals 
worth US$1.008 billion, Shanghai was second with US$174 
million, and Zhejiang, Shenzhen and Guangdong Province 
(excluding Shenzhen) accounted for the remaining US$130 
million. Beijing’s deal volume was 1.5 times higher than 
Shanghai, while deal value was six times higher.
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Exits by quarter

3. PEVC exits in the TMT industry

In Q1 2013, there were five exits, a fall of 85% over the same 
period of previous year. The total value of these deals has 
not been publicly disclosed. In Q2 2013 there were 15 exits,  
a decline of 25% YoY. The value of the exits was US$79 
million, a sharp decrease of 86% YoY. The number of exits in 
Q2 2013 shot up by 200% compared to Q1 2013.

“The A-share market wasn’t open and overseas capital 
markets remained sluggish in the first quarter of 2013,” 
commented Jianbin Gao, PwC China Technology Industry 
Leader. “This had a big impact on TMT businesses that were 
reliant on IPOs for exit. But as exit channels diversified and 
capital markets started to recover in the second quarter, 
PEVC exits gradually rose in the TMT industry.”

Figure 10: TMT industry exits 2012-2013 (Exit volume/exit value)
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Exits by type

In Q1 2013, there were only five exits, of which three were 
strategic sales and two were Management buy-outs (MBO) 
accounting for 60% and 40% of the total, respectively. In Q1 
2012, there were 33 exits, including one strategic sale and 
one secondary sale accounting for 3% each. The remaining 
31 exits were all IPOs, accounting for 94% of the total.

A summary of Q1 and Q2 2013 
1. In Q1 2013, owing to the significant decline in 

IPO exits, strategic sales overtook IPOs to 
become the main exit channel.  

2. Due to tighter IPO policies, there was a wider 
variety of exit types. 

3. In Q2 2013, IPOs began to bounce back. 
Together with strategic sales they are 
expected to be the  main exit routes for TMT 
investments.

Figure 13: TMT industry exit trends in 2012-2013 (Exit 
volume) 
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Figure 11: Exits by type in Q1 2013 (Exit volume)
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Figure 12: Exits by type in Q2 2013 (Exit volume)
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In Q2 2013 there were 15 exits, of which seven were 
strategic sales and six were IPOs, accounting for 46% and 
40% of the total respectively, leaving one MBO and one 
secondary sale accounting for 7% each. In the same period 
of previous year there were 20 exits: one MBO, one 
secondary sale, accounting for 5% each, and three strategic 
sales, accounting for 15%. The remainder were all IPOs 
accounting for 75%.
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Exits by sector 

In Q1 2013, of the exits within China’s TMT industry, the IT 
sector had three, making up 60% of the total, a YoY decrease 
of 86%. The Internet sector had one, making up 20% of the 
total, a YoY decrease of 83%. Telecommunications and 
Mobile Internet had one, making up 20% of the total, a YoY 
decrease of 80%.

In Q2 2013, the IT sector had one exit, making up 7% of the 
total, a YoY decrease of 86%. The Internet sector had nine, 
making up 60% of the total, a YoY increase of 200%. 
Telecommunications and Mobile Internet had five, making 
up 33% of the total, a YoY decrease of 50%.

When compared to the previous quarter, with regards to 
exit volume, Q2 2013 saw the IT sector fall by 67%, the 
Internet sector shot up by 800%, and Telecommunications 
and Mobile Internet increased by 400%.

A summary of Q1 and Q2 2013
1. Compared with the same period last year, the 

total exit volume dropped dramatically.
2. In Q2 2013, the overall situation started to 

reverse, and compared with the previous 
quarter, both the Internet and 
Telecommunications and Mobile Internet 
sectors saw substantial increases in 
investments, while the IT sector continued to 
decline. 

3. Though most exit values were not disclosed in 
2013, due to the repercussions of the sluggish 
financial environment, the exit figure for 
China’s TMT industries tended to be falling. 
For instance, in Q2 2013, the exit figure was 
US$79 million, a YoY drop of 64%, while over 
the same period for the previous year, the 
figure exceeded US$220 million.

Figure 14: Exit value by quarter 2012-2013
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Figure 15: Exit volume by quarter 2012-2013 
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Investments in IT 

4. Sector focus: IT, Internet, 
Telecommunications and 
Mobile Internet 

The main scope of the analysis of the IT sector include IT 
services, Software and Hardware.

Deal volume and value

Q1 2013 
There were 13 deals in total in the IT sector, with a total value of 
US$31 million:

IT services: 3 deals, 23% of the total, deal value of US$3 
million, 10% of the total. On a YoY basis, deal volume decreased 
by 50%, with the deal value decreasing by 70%.

Software: 7 deals, 54% of the total, deal value of US$26 
million, 84% of the total. On a YoY basis, deal volume decreased 
by 77%, with the deal value decreasing by 81%.

Hardware: 2 deals, 15% of the total, deal value of US$2 
million, 6% of the total. On a YoY basis, deal volume 
decreased by 50%, with the deal value decreasing by 89%.

Q2 2013
There were 27 deals in total in the IT sector, with a total value of 
US$61 million:

IT services: 11 deals, 41% of the total, deal value of US$34 
million, 56% of the total. On a YoY basis, deal volume decreased 
by 8%, with the deal value decreasing by 8%.

Software: 13 deals, 48% of the total, deal value of US$20 
million, 33% of the total. On a YoY basis, deal volume increased 
by 8%, with the deal value decreasing by 13%.

Hardware: 1 deal, 4% of the total, deal value of US$6 million, 
10% of the total. On a YoY basis, deal volume decreased by 88%, 
with the deal value decreasing by 25%.

QoQ comparison between Q1 and Q2 2013 
IT services: Deal volume up by 267%, with deal value rising 
sharply by 1,033%.

Software: Deal volume up by 86%, with deal value down by 23%.

Hardware: Deal volume down by 50%, with deal value up 
by 200%.

A summary of Q1 and Q2 2013
1. In the IT sector, both deal volume and value 

were concentrated in the Software and IT 
services subsegments.

2. In Q1 2013, both deal volume and value 
decreased significantly across all three 
subsegments YoY.

3. In Q2 2013, deal volume in the Software 
subsegment rose slightly while the average 
deal size decreased YoY.

4. Compared with the previous quarter, in Q2 
2013, the IT services subsegment was unique 
in that it increased in both deal volume and 
value.

Figure 16: Deal value in the IT sector 2012-2013
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Figure 17: Deal volume in the IT sector 2012-2013
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Investments by stage of development

Q1 2013
Early stage: 5 deals, 38% of the total, deal value of US$5 
million, 15% of the total. On a YoY basis, deal volume decreased 
by 72%, with the deal value decreasing by 89%.

Expansion stage: 4 deals, 31% of the total, deal value of US$11 
million, 35% of the total. On a YoY basis, deal volume decreased 
by 69%, with the deal value decreasing by 78%.

Late stage: 4 deals, 31% of the total, deal value of US$16 
million, 50% of the total. On a YoY basis, deal volume decreased 
by 75%, with the deal value decreasing by 89%.

Q2 2013
Early stage: 8 deals,  29% of the total, deal value of US$4 
million, 6% of the total. On a YoY basis, deal volume declined by 
38%, with the deal value decreasing by 84%.

Expansion stage: 14 deals, 52% of the total, deal value of 
US$42 million, 69% of the total. On a YoY basis, deal volume 
increased by 8%, with the deal value increasing by 32%.

Late stage: 5 deals, 19% of the total, deal value of US$15 
million, 25% of the total. On a YoY basis, deal volume decreased 
by 29%, with the deal value increasing by 38%.

QoQ comparison for Q1 and Q2 2013
Early stage: Deal volume up by 60%, with deal value 
decreasing by 20%.

Expansion stage: Deal volume up by 250%, with deal value 
increasing by 282%.

Late stage: Deal volume up by 25%, with deal value decreasing 
by 6%.

A summary of Q1 and Q2 2013
1. In Q1 2013, both the deal volume and value 

declined at early, expansion and late stages, 
with deals at the late stage enduring the 
largest fall YoY.

2. In Q2 2013, except for the overall decline at 
the early stage, investments in the expansion 
stage and at the late stage rose. The expansion 
stage, in particular, had a significant upward 
trend YoY.

3. Compared with the previous quarter, for Q2 
2013, the deal volume at all three stages rose 
significantly. However, apart from a rise in 
deal value at the expansion stage, deal value 
decreased at the early and late stages, 
indicating a fall in the average deal size.

Figure 18: Deal value by investment stage in the IT 
sector 2012-2013
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Figure 19: Deal volume by investment stage in the IT 
sector 2012-2013
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Investments by region

During Q1 and Q2 2013, in the IT sector, the regional 
concentration was not as marked as that of other sectors. 
Beijing, Shanghai and Shenzhen were ranked the top three 
respectively, in terms of deal volume. Beijing had 10 deals with 
a value of US$18 million. Shanghai’s deal volume was two less 
compared to Beijing, however, Shanghai’s total deal value was 
1.7 times higher than Beijing at US$30 million. Shenzhen had 
three deals with a value of US$7 million.

Figure 20: The top five regions for investments in the IT sector in Q1/Q2 2013 (Deal volume/ deal value) 
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Investments in Internet 

The main scope of the analysis of the Internet sector includes 
Internet marketing, Internet services and E-commerce.

Deal volume and value

Q1 2013
There were 67 deals in total in the Internet sector, with a total 
value of US$888 million:

Internet marketing: 11 deals, 17% of the total, deal value of 
US$47 million, 5% of the total. On a YoY basis, deal volume 
decreased by 8%, with the deal value increasing by 47%.

Internet services: 35 deals, 52% of the total, deal value of 
US$115 million, 13% of the total. On a YoY basis, deal volume 
increased by 21%, with the deal value increasing by 11%.

E-commerce: 21 deals, 31% of the total, deal value of US$726 
million, 82% of the total. On a YoY basis, deal volume decreased 
by 57%, with the deal value increasing by 288%.

Q2 2013
There were 75 deals in total in the Internet sector, with a total 
value of US$381 million:

Internet marketing: 12 deals, 16% of the total, deal value of 
US$55 million, 14% of the total. On a YoY basis, deal volume 
increased by 20%, with the deal value increasing by 31%.

Internet services: 34 deals, 45% of the total, deal value of 
US$72 million, 19% of the total. On a YoY basis, deal volume 
decreased by 29%, with the deal value decreasing by 74%.

E-commerce: 29 deals, 39% of the total, deal value of US$254 
million, representing 67% of the total. On a YoY basis, deal 
volume decreased by 22%, with the deal value increasing by 
20%.
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A summary of Q1 and Q2 2013
1. In the Internet sector, both deal volume and 

value were concentrated in the Internet 
services and E-commerce subsegments.

2. In Q1 2013, the deal value of each of the three 
subsegments soared despite a slight decrease 
in the volume of deals YoY, demonstrating that 
the number of companies with investment 
potential has dropped, while the average deal 
size has increased.

3. In Q2 2013, there was a fall in both the volume 
and value of deals in the Internet services 
subsegment YoY. However, single deal size in 
the E-commerce subsegment increased.

4. Compared with the previous quarter, in Q2 
2013, there has been an increase in deal 
volume for both the Internet marketing and 
E-commerce subsegments, while only the 
Internet marketing subsegment has grown in 
terms of deal value. 

Figure 21: Deal value in the Internet sector 2012-2013
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Figure 22: Deal volume in the Internet sector 2012-2013
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In Q1 2013, a well-known online retailer received an eye-
catching investment of US$726 million bringing the quarter to 
record deal value levels. Throughout Q1 and Q2 2013, the deal 
value for E-commerce was five times that of Internet services, 
and nearly 10 times the size of Internet marketing. The rapid 
development of E-commerce has attracted a great deal of 
capital from investors.                                    

“The huge figures invested into the Internet sector are a 
reflection of industry leaders’ need for financing,” says Jianbin 
Gao, PwC China Technology Industry Leader. “The substantial 
investments into these major industry players have resulted in 
consolidation in the industry, fierce competition between rivals, 
an expansion of market share, an enhancement of their 
business models and an increase of capital market value.”

QoQ comparison for Q1 and Q2 2013
Internet marketing: Deal volume up by 9%, with deal value 
increasing by 17%.

Internet services: Decease in deal volume of 3%, with deal 
value down by 37%.

E-commerce: Deal volume increased by 38%, yet deal value 
decreased by 65%. 
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Investments by stage of development

Q1 2013
Early stage: 37 deals, 55% of the total, deal value of US$73 
million, 8% of the total. On a YoY basis, deal volume decreased 
by 14%, with the deal value decreasing by 40%.

Expansion stage: 25 deals, 37% of the total, deal value of 
US$754 million, 85% of the total. On a YoY basis, deal volume 
decreased by 32%, with the deal value increasing by 409%.

Late stage: 5 deals, 8% of the total, deal value of US$62 
million, 7% of the total. On a YoY basis, deal volume decreased 
by 29%, with the deal value increasing by 70%.

Q2 2013
Early stage: 38 deals, 51% of the total, deal value of US$55 
million, 14% of the total. On a YoY basis, deal volume increased 
by 6%, with the deal value decreasing by 64%.

Expansion stage: 27 deals, 36% of the total, deal value of 
US$236 million, 62% of the total. On a YoY basis, deal volume 
decreased by 34%, with the deal value decreasing by 24%.

Late stage: 5 deals, 7% of the total, deal value of US$39 
million, 10% of the total. On a YoY basis, deal volume decreased 
by 69%, with the deal value decreasing by 40%.

QoQ comparison between Q1 and Q2 2013
Early stage: The volume of deals increased slightly by 3% while 
deal value decreased by 25%.

Expansion stage: The volume of deals increased by 8% while 
deal value decreased by 69%.

Late stage: The volume of deals remained flat, while deal value 
decreased by 37%.

A summary of Q1 and Q2 2013
1. In the Internet sector, both deal volume and 

value concentrated in the early and expansion 
stages. 

2. In Q1 2013, deal volume at the expansion 
stage and at the late stage decreased 
markedly, while the deal value rose 
substantially YoY, indicating that the average 
deal size increased greatly.

3. In Q2 2013, apart from deal volume at the 
early stage increasing slightly, deal value at 
the other stages decreased at various levels 
YoY. 

4. Compared with the previous quarter, in Q2 
2013, deal volume at all three stages rose 
slightly, with a substantial decrease in deal 
value, indicating a decrease in the average 
deal size.

Figure 23: Deal value by investment stage in the 
Internet sector 2012-2013
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Figure 24: Deal volume by investment stage in the 
Internet sector 2012-2013
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Investments by region 

During Q1 and Q2 2013, the top five regions by deal volume 
were Beijing, Shanghai, Zhejiang Province, Shenzhen and 
Guangdong Province (excluding Shenzhen) respectively, with 
an aggregated 99 deals, accounting for 70% of the total deal 
volume in the Internet sector in China. Beijing and Shanghai 
together accounted for 84 deals, making up 85% of the total of 
the top five regions.

Figure 25: The top five regions for investments in the Internet sector in Q1/Q2 2013 (Deal volume/ deal value) 
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The total deal value of the top five regions was US$1.068 
billion, accounting for 84% of the total deal value in the Internet 
sector in China. Beijing ranked first, with deal values of US$903 
million, nearly seven times higher than that of Shanghai in  
second place. While Shanghai deals were valued at eight times 
higher than the third place region, Zhejiang Province.
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Investments in Telecommunications 
and Mobile Internet 

The main scope of the analysis of the Telecommunications and 
Mobile Internet sector includes Telecoms equipment and 
terminals, Other Telecommunication sectors and Mobile 
Internet.  

Deal volume and value

Q1 2013
The total number of deals in the Telecommunications and 
Mobile Internet sector was 38, with a total value of US$74 
million.

Telecom equipment and terminals: 1 deal, 3% of the total, 
deal value of US$2 million, 3% of the total. On a YoY basis, deal 
volume decreased by 88%, with the deal value decreasing by 
97%.

Other telecommunications sectors: 3 deals, 8% of the total, 
deal value of US$4 million, 5% of the total. On a YoY basis, deal 
volume increased by 50%, with the deal value decreasing by 
57%.

Mobile Internet: 34 deals, 89% of the total, deal value of 
US$68 million, 92% of the total. On a YoY basis, deal volume 
decreased by 3%, with the deal value increasing by 11%.

Q2 2013
The total number of deals in the Telecommunications and 
Mobile Internet sector was 57, with a total value of US$108 
million.

Telecom equipment and terminals: 3 deals, 5% of the total 
number, deal value of US$13 million, 12% of the total. On a YoY 
basis, deal volume decreased by 86%, with the deal value 
decreasing by 95%.

Other telecommunications sectors: 2 deals, 4% of the total, 
deal value of US$15 million, 14% of the total. On a YoY basis, 
deal volume decreased by 50%, with the deal value decreasing 
by 73%.

Mobile Internet: 52 deals, 91% of the total, with a value of 
US$80 million, 74% of the total. On a YoY basis, deal volume 
increased by 16%, with the deal value decreasing by 63%.

QoQ comparison between Q1 and Q2 2013
Telecom equipment and terminals: Deal volume up by 200%,  
and deal value up substantially by 550%.

Other telecommunications sectors: A decease in deal volume 
by 33%, while deal value rose by 275%.

Mobile Internet: Deal volume up by 53%, while deal value up 
only by 18%.

A summary of Q1 and Q2 2013
1. Looking at investments in the 

Telecommunications and Mobile Internet 
sector, the Mobile Internet subsegment had 
the largest deal numbers in volume and value. 

2. In Q1 2013, the volume of deals in the Mobile 
Internet subsegment decreased, while the deal 
value increased YoY, indicating that the 
average deal size greatly increased. 

3. In Q2 2013, deal volume in the Mobile Internet 
subsegment increased, while deal value 
declined substantially YoY, indicating that the 
average deal size decreased. 

4. Since Q2 2013, signs indicate that both deal 
volume and value are recovering at a solid 
growth rate.

Figure 26: Deal value in the Telecommunications and 
Mobile Internet sector 2012 - 2013 
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Figure 27: Deal volume in the Telecommunications and 
Mobile Internet sector 2012 - 2013
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Investments by stage of development

Q1 2013
Early stage: 19 deals, 50% of the total, deal value of US$14 
million, 19% of the total. On a YoY basis, deal volume decreased 
by 10%, with the deal value decreasing by 26%.

Expansion stage: 15 deals, 39% of the total, deal value of 
US$52 million, 70% of total. On a YoY basis, deal volume 
decreased by 35%, with the deal value decreasing by 55%.

Late stage: 4 deals, 11% of the total, deal value of US$8 million, 
11% of total. On a YoY basis, deal volume increased by 300%, 
with the deal value increasing by 382%.

Q2 2013
Early stage: 46 deals, 81% of the total, deal value of US$52 
million, 48% of the total. On a YoY basis, deal volume increased 
by 24%, with the deal value increasing by 7%.

Expansion stage: 8 deals, 14% of the total, deal value of US$29 
million, 27% of the total. On a YoY basis, deal volume decreased 
by 64%, with the deal value decreasing by 93%.

Late stage: 3 deals, 5% of the total, deal value of US$27 
million, 25% of the total. On a YoY basis, deal volume decreased 
by 63%, with the deal value increasing by 263%.

QoQ comparison between Q1 and Q2 2013
Early stage: Deal volume up by 142%, and deal value up by 
271%.

Expansion stage: Decrease in deal volume by 47%, and deal 
value down by 44%.

Late stage: A decrease in deal volume of 25%, while deal value 
rose by 238%.

A summary of Q1 and Q2 2013
1. In the Telecommunications and Mobile 

Internet sector, both deal volume and value 
concentrated mainly in the early stage. 
Besides, the late stage was also favoured by 
investors.

2. In Q1 2013, investments at the early and 
expansion stages decreased, while only the 
late stage saw a large increase in both volume 
and value YoY.

3. In Q2 2013 investments at the expansion stage 
continued to decrease, while investments at 
the early stage rose considerably. Investments 
at the later stage decreased substantially in 
volume, but rose significantly in value, 
indicating that the average size greatly 
increased YoY. 

4. In Q2 2013, both the YoY and QoQ 
comparisons have similar results, indicating a 
difficult situation for investments at the 
expansion stage.

Figure 28: Deal value by investment stage for the 
Telecommunications and Mobile Internet sector 2012 - 2013
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Figure 29: Deal volume by investment stage for the 
Telecommunications and Mobile Internet sector 2012 - 2013
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Investments by region

During Q1 and Q2 2013 in the Telecommunications and Mobile 
Internet sector, Beijing took the lead with 31 deals valued at 
US$85 million. With 29 deals, Shanghai ranked second in terms 
of deal volume and third in terms of value at US$12 million. 
Shenzhen came in third with its four deals, while ranking 
fourth with deal value coming to US$9 million. Guangdong 
Province (excluding Shenzhen) and Zhejiang Province both had 
two deals, yet by deal value Guangdong Province (excluding 
Shenzhen) took second spot with US$35 million, while 
Zhejiang Province came fifth with its deal size only totalling 
US$2 million.

Figure 30: The top five regions for investment in the Telecommunications and Mobile Internet sector in Q1/Q2 2013  
           (Deal volume/ deal value) 
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5. 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 information 
technology (IT), the Internet, and Telecommunications and 
Mobile Internet. 

This report covers Q1 and Q2 for 2013. However, in order to 
show trends and make comparisons in the industry, we have 
included data from 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.

In section four of this report, we have conducted comparisons 
among three stages of development, the early, expansion and 
late stages. Due to insufficient or incomplete PIPE investment 
data, precise comparisons were impossible to conduct 
accordingly. Therefore, the section gives no analysis of PIPE 
investments.

All data in this report was provided by Zero2IPO Research. 

Definitions
 
IT sector

Hardware: Computer hardware, computer peripherals, 
network equipment

Software:  Software applications for business or consumer use

IT services: IT consultation, software outsourcing, computer 
repair, computer and network security
 
Internet sector

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

Internet services: Internet financing, online gaming, web 
video, instant messaging, online travel, online education, 
online recruitment, online communities 

E-commerce: B2C, B2B, C2C, e-payment
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Telecommunications and Mobile Internet sector

Telecom equipment and terminals: Communication 
equipment, terminals, software

Other telecommunications sectors: Mobile operators, 
fixed-line operators

Mobile Internet: Mobile Internet, wireless and search 
advertising, mobile gaming, SMS, mobile music, location-based 
services, mobile browser, mobile IM, mobile E-mail, mobile 
shopping

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

Entertainment & leisure: Animation and other industries

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 with 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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