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Foreign IC Companies to Represent 70% of China’s IC Production in

2017, Up From 58% in 2012

China’s total IC production is forecast to represent only 6% of the worldwide IC market in 2017.

IC Insights’” new 250-page Mid-Year Update to the 2013
McClean Report (to be released by the end of July), describes
why a very clear distinction should be made between the IC
market (i.e., consumption) in China and IC production within
China. Although China has been the largest individual market
for ICs since 2005, it does not necessarily mean that large
increases in IC production within China would immediately
follow, or ever follow. As shown in Figure 1, IC production in
China represented only 11.1% of its $81 billion IC market in
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2012. Moreover, IC Insights forecasts that this share will increase only about three percentage points to

14.4% in 2017.

China IC Market vs. IC Production Trends
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China-based IC production is forecast to exhibit a very strong 2012-2017 CAGR of 17.6%. However,
considering that China-based IC production was only about $8.9 billion in 2012, this growth will come off
a relatively small base. In 2012, SK Hynix, TSMC, and Intel were the major foreign IC manufacturers that
had significant IC production in China (Figure 2). In fact, SK Hynix" China fab had the most capacity of
any of its fabs last year. In 2012, Intel continued to ramp-up its 300mm fab in Dalian, China (it started
production in late October 2010), which is expected to give a noticeable boost to the China-based IC
production figures over the next few years. This fab currently has an installed capacity of 30,000 300mm
wafers per month with a maximum capacity of 52,000 wafers per month.

Top 10 IC Manufacturers in China

2007 1C 20081C 2009IC 2010IC 2011IC 2012IC

2012 Sales Sales Sales Sales Sales Sales 2017 IC Sales
Rank Company (SM) ($m) (SM) (SM) ($m) (Sm) Products (SM, Fcst)
1 Intel* 0 0 0 30 1,865 2,380 Standard ICs 4,500
2 SK Hynix* 1,230 1,755 1,560 2,040 2,450 2,360 DRAM 3,300
3 SMIC** 1,508 1,353 1,070 1,555 1,320 1,702 Foundry 2,800
4  Hua Hong Grace*** 0 0 0 0 0 600 Foundry 1,000
5 TSMC* 175 160 127 263 366 470 Foundry 830
6 CR Micro 231 211 207 259 245 245 Foundry/Standard ICs 320
7 Helian Technology 260 195 180 223 208 215 Foundry 280
8 Shougang NEC 185 206 108 179 164 160 Foundry/Standard ICs 200
9 BCD 100 91 100 119 125 139 Foundry/Standard ICs 180
10 ASMC 155 134 94 145 147 135  Foundry 170
—  Others**** 744 771 708 1,032 1,047 500 — 6,445

Total Chinese IC
_ Production 4,588 4,876 4,154 5,845 7,937 8,906 - 20,025
—  WW IC Market ($B) $234.2 $219.4 $197.9 $263.8 $265.6 $254.8 — $359.1
B g:;'::se Companies' ) o6%  2.22% 2.10% 2.22% 2.99%  3.50% — 5.58%

*China fab production only.

Source: IC Insights' Strategic Reviews database, CCID, CSIA, PwC **Partially owned by TSMC and includes Xinxin (now XMC) sales.
XMC's sales will be listed separtely from SMIC starting in 2013.
***Hua Hong NEC and Grace Semiconductor merged in 1Q12.
**x*kAssumes Samsung's NAND fab opens in 2014.

Figure 2

In early 2012, Samsung gained approval from the South Korean government to construct a 300mm IC
fabrication facility to produce NAND flash memory in Xian, China. Samsung started construction of the fab
in September of 2012 with production set to begin in the first half of 2014. The company expects to
invest $2.3 billion in the first phase of the fab with $7.0 billion budgeted in total. This facility is targeting
NAND flash production using a 10-19nm feature size process technology.

If China-based IC production rises to $20.0 billion in 2017 as forecast, it would still represent only 5.6% of
the total forecasted 2017 worldwide IC market of $359.1 billion. Even after adding a significant “markup”
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to many of the Chinese producers’ IC sales figures (since many of the Chinese IC producers are foundries
that sell their ICs to companies that re-sell these products to the electronic system producers), China-
based IC production would still represent less than 10% of the global IC market in 2017.

Historically, the lack of consistent intellectual property protection has been a major deterrent for foreign
firms seeking to establish state-of-the-art IC fabrication facilities in China. The lack of intellectual property
protection is also a reason many large fabless IC suppliers (e.g., Qualcomm, Broadcom, etc.) have not
brought leading-edge IC designs into China for the indigenous Chinese IC foundries to manufacture. It
should also be noted that, thus far, Chinese IC foundries have also been unable to offer large amounts of
IC production using leading-edge feature sizes.

IC Insights believes that the future size of the IC production base in China is more dependent upon
whether foreign companies continue to locate, or re-locate, IC fabrication facilities in China than on the
success of indigenous Chinese IC producers (e.g., SMIC, Hua Hong Grace, etc.). As a result, IC Insights
forecasts that at least 70% of IC production in China in 2017 will come from foreign companies such as
SK Hynix, TSMC, Intel, and Samsung.

Report Details: The 2013 McClean Report and Strategic Reviews Database

Additional details and an updated mid-year forecast of the IC industry and its various products can be
found in the upcoming Mid-Year Update to IC Insights’ flagship report, The McClean Report—A Complete
Analysis and Forecast of the Integrated Circuit Industry, which features more than 400 tables and graphs
in the main report alone. A subscription to The McClean Report includes free monthly updates from
March through November (including the 250+ page Mid-Year Update released in July), and free access to
subscriber-only webinars throughout the year. An individual-user subscription to the 2013 edition of The
McClean Report is priced at $3,390 and includes an Internet access password. A multi-user worldwide

corporate license is available for $6,390.

IC Insights' Strategic Reviews database includes extensive profiles of more than 200 IC companies,
including those companies with a fabrication facility as well as fabless IC suppliers. The profiles include
financial highlights, company strategy, key personnel, products and services offered, process technologies
employed, important strategic alliances, detailed fab data when applicable, and contact information. Over
2,000 hours a year are expended to keep this database current. An individual-user password to Strategic
Reviews is available for $3,195 and is good for access to the database for one full year after the start of

the subscription. A multi-user corporate-wide password is available for $5,195.

To review additional information about IC Insights’ new and existing market research products and
services please visit our website: www.icinsights.com
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About IC Insights

IC Insights, Inc., based in Scottsdale, Arizona USA, is dedicated to providing high-quality, cost-effective market research for
the semiconductor industry. Founded in 1997, IC Insights offers coverage of global economic trends, the semiconductor
market forecast, capital spending and fab capacity trends, product market details, and technology trends, as well as
complete IC company profiles and evaluations of end-use applications driving demand for ICs.
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