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STUDY GOAL AND OBJECTIVES

This report provides the industry executives with strategically significant

competitor information, analysis, insight and projection on the
competitive pattern and key companies in the industry, crucial to the
development and implementation of effective business, marketing and

R&D programs.

REPORT OBJECTIVES

€ To establish a comprehensive, factual, annually updated and cost-
effective information base on market size, competition patterns,
market segments, goals and strategies of the leading players in the
market, reviews and forecasts.

€ To assist potential market entrants in evaluating prospective
acquisition and joint venture candidates.

€ To complement the organizations’ internal competitor information
gathering efforts with strategic analysis, data interpretation and
insight.

€ To suggest for concerned investors in line with the current
development of this industry as well as the development tendency.

€ To help company to succeed in a competitive market, and

METHODOLOGY

Both primary and secondary research methodologies were used
in preparing this study. Initially, a comprehensive and exhaustive
search of the literature on this industry was conducted. These
sources included related books and journals, trade literature,
marketing literature, other product/promotional literature, annual
reports, security analyst reports, and other publications.
Subsequently, telephone interviews or email correspondence
was conducted with marketing executives etc. Other sources
included related magazines, academics, and consulting

companies.
INFORMATION SOURCES

The primary information sources include Company Reports,

and National Bureau of Statistics of China etc.
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Abstract

Revenue of Major Global Wafer Foundry Vendors, 2007-2014(Unit: USD min)

Global and China Wafer Foundry Industry Report, 2013-2014 is all 2007 (2008 |2009 |2010 |2011 (2012 2013 |2014E

about the followings: TSMC 9,813 10,556 8,989 13,307 14,209 16,951 20,111 24,188
1. Overview of Global Semiconductor Industry UIHE I = 3430) 3,070) 2815 3965 37600 3730 4141 4,743
2. Downstream Market of Wafer Foundry Industry Global Foundries 2,641 3’510 3195 3’98.0 4086 4,530
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3. Wafer Foundry Industry . = =0 o Tl 0%
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4. Semiconductor Industry in China HHG p I = .- 508
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5. 13 Key Wafer Foundry Vendors
SMIC 1,550 1,353 1,070 1555 1,319 1,702 2,089 2,188
. . . Dongbu HiTek 510 490 378 495 529 503 486 535
The wafer foundry market experienced a wavy development, jumping by -
) . L Win Semiconductor 74 122 157 233 297 375 355 270
39.4% in 2010 following a 7.9% decline in 2009. And the growth rate
. . . VIS 486 511 382 505 520 5gz2 713 850
first shrank to 8.7% in 2011, then expanded to 21.7% in 2012, and fell -
. . . . MagnaChip 322 290 263 420 350 400 429 430
back to 6.8% in 2013. It is projected that the growth rate will stand at
15.6% in 2014 and 6.0% in 2015. The fluctuation in th tor f q IBM 570 400 335 430 420 432 485 490
.6% in nd 6.0% in . ionin wafer foundr
‘ Ot b f"‘ . 0 o € _ UCI uatio i eth a f Ol:l_ hy' SAMSUNG 385 370 325 590 990 1,570 2,300 1,680
ma.r Ie gw egin for::)reds.fefn an'lnt.:rea.15|ng;/srfna growd rate, which is T T 180 260 Merged with HHNEC
mainly because of the differentiation in wafer foundry industry. e B 195 205 Incorporated into UMC
TOWERJAZZ 438 252 299 509 611 639 505 960
HHNEC 345 290 240 295 Merged with Grace
X-FAB 410 370 223 320 270 259 290 340
ASMC 170 137 94 144 160 130 100 116
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In terms of product type, foundry can be divided into two categories: Logic IC Foundry and specifically Foundry. The former is mainly
comprised of high-shipment Logic IC, including CPU, GPU, Baseband, Application Processor, FPGA, APU, PLD, Networking Processor, and
DTV MPU, etc. And the latter primarily consists of analog IC, mixed signals, Power IC, NVM, RF/HPA, CIS, MEMS, DDI (Display Driver). For
the former, it is necessary to continuously improve manufacturing process and constantly narrow the line width, which could not only improve
performance and reduce power consumption, but also reduce costs. These products update quickly, with the life cycle typically no more than
three years, which requires a massive fund for developing next-generation technologies. As for the latter, however, its products have a long
life cycle, with the life cycle for analog IC generally exceeding 5-10 years. And even a more than 20-year life cycle is not rare. These
products can narrow line width but fail to reduce costs, and could increase costs instead. The specifically Foundry has a small market size
and stable sales volume, but with low costs and high returns. In contrast, Logic IC Foundry has a large market size, but with a considerable
fluctuation. Most important, only the leading player in the Logic IC Foundry industry can make profit, otherwise it is easy to make a loss. Take
TSMC for example, which has taken the lead in the global market since its establishment in 1987, with its market share never less than 50%.
Besides, TSMC is also the wafer foundry vendor that earns the highest profit around the globe, with the gross margin never lower than 40%
even close to 50% in 2014 (exceeding Apple and Qualcomm). The No.2, No.3 and No. 4 players have ever suffered losses for many years,
with SMIC, for example, making profit only in 2010 during the 12 years from 2000 to 2011. And the third player, Global Foundries, has
suffered losses for years, with the revenue in 2013 showing a slight growth but the operating loss expanding from AED2.217 billion to
AED3.217 billion.

According to the nature of the vendors, the foundry businesses can be divided into two segments, namely, IDMs offering their excess
capacity to third parties and pure-play (or dedicated) foundries, with the former including Samsung, Intel, and IBM. Global Foundries can be
barely included in IDMs, for it originated from AMD. These vendors have long product lines, which makes it possible to cause competition
with their customers. And IDMs, in reality, are not involved in foundry businesses and could conduct foundry business only when they have
excess capacity. These IDMs will not become the first choice of the customers unless special reasons.

Copyright 2012ResearchInChina

Room 502, Block 3, Tower C, Changyuan Tiandi Building, No. 18, Suzhou Street, Haidian District, Beijing, China 100080
Phone: +86 10 82600828 @ Fax: +86 10 82601570 @ www.researchinchina.com @ report@researchinchina.com



\esearchinkhin

The Vertical Portal for China Business Intelligence

Money and technology do not always help do well in wafer foundry industry, which has been best illustrated by IBM. Recently, IBM was
willing to pay USD1 billion for the sale of its wafer foundry business to Global Foundries. And Global Foundries suggested that the payment
was very small and should be expanded to USD?2 billion due to the fact that the business, which generates revenue of less than USD500
million annually, caused IBM to suffer approximately USD1.5 billion loss a year. Except TSMC, most foundries have more or less bought
IBM's technology, especially Samsung, STMicroelectronics, and Global Foundries, which are all technologically brought up by IBM.

Over the years, the four giants—Samsung, STMicroelectronics, Global Foundries, and IBM have formed an alliance in a vain attempt to
compete against TSMC. Instead, TSMC has grown stronger and stronger. After years of efforts, Samsung has won a client in wafer foundry
business—Apple. Unfortunately, the order of Apple’s main products A8 was gained by TSMC in 2014, thus leading to the first loss of
Samsung System LSI Division over the years.

Although Samsung’s 14nm technology seems to take the lead, this is not approved by Apple. This is mainly because the four companies—
Samsung, STMicroelectronics, Global Foundries, and IBM all developed from IDM. And Samsung has a long product line and therefore could
compete with any electronic company in the world. Previously, Apple did not choose TSMC because the company suffered capacity
constraints, and as TSMC's capacity was expanded and met Apple’s requirements, Apple lost no time in making a shift from Samsung to
TSMC.

Unlike IDMs such as Samsung, TSMC is pure-play foundry and will not compete with clients, which makes it easier for the company to get
orders. And Samsung, STMicroelectronics, Global Foundries, IBM and Intel are the second choices for the clients.

The investment of Chinese enterprises in the field of semiconductors is totally dependent on the government, resulting in a lower efficiency. In
2010, Shanghai Huali Microelectronics Corporation was established with an investment of RMB14.5 billion. Although it had been into
operation for 3 years, the company's revenue was less than RMB1.2 billion in 2013. SMIC’s major clients include Spreadtrum, RDA, Hisilicon,
GalaxyCore Inc., Rockchip, Allwinner Technology, GigaDevice, HED, Fudan Microelectronics, TMC, and DMT. The last few enterprises,
which are mainly relied on the government orders, are the major design houses of chips for a variety of smart cards, including social security
cards, ID cards, SIM cards, Union Pay cards. Therefore, 40% of SMIC’s revenue came from the low-end 0.15/0.18um technology while
TSMC's revenue from lower than 65 nm technology accounted for 71% of the total.
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RICDB service

About ResearchInChina

ResearchInChina (www.researchinchina.com) is a leading independent provider of China business intelligence. Our
research is designed to meet the diverse planning and information needs of businesses, institutions, and professional
investors worldwide. Our services are used in a variety of ways, including strategic planning, product and sales forecasting,
risk and sensitivity management, and as investment research.

Our Major Activities

O Multi-users market reports
O Database-RICDB

O Custom Research

O Company Search

RICDB (http://www.researchinchina.com/data/database.html ), is a visible financial data base presented by map and graph
covering global and China macroeconomic data, industry data, and company data. It has included nearly 500,000 indices
(based on time series), and is continuing to update and increase. The most significant feature of this base is that the vast
majority of indices (about 400,000) can be displayed in map.

After purchase of our report, you will be automatically granted to enjoy 2 weeks trial service of RICDB for free.

After trial, you can decide to become our formal member or not. We will try our best to meet your demand. For more
information, please find at www.researchinchina.com

For any problems, please contact our service team at:
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