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Abstract: Mr. SHEN Wenjing gave detailed introduction to the
status quo of venture capital in China.He reviewed the history of
China's venture capital development and examined its present
situation, indicating that the government-guided fund is intensified
and a venture capital network with distinctive Chinese
characteristics has already taken shape. Moreover, Mr. SHEN
also analyzed the features of Chinese venture capital industry, its
business environment and future prospects.
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Introduction to the development of venture capital in China
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Development course of Chinese venture capital

o 19854F, [H 45 ReE AAAHERGL T A B 56— K MG B
BRI s NN 45 4 /NI
e In 1985, the first Chinese venture capital institution--- “China

New Technology Venture Capital Company” was established
under the official approval of the State Council.

o 19994, FHLHR BB /ML ER G I G E S 3 o

e |In 1999, “Technical Innovation Fund for Small and Medium-
sized Enterprises"” of MOST was officially launched.
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1. Introduction to the development of venture capital in China

o 19994, HEZFBHES. 1. &%, NREUT. WMEGE. BidsE R,
RS ERERG G OSTa KGR HHIFE TERD) .

® In 1999, the Ministry of Science and Technology, the State Development
Planning Commission, the State Economic and Trade Commission, the People’s
Bank of China, the Ministry of Finance,the State Administration of Taxation and

the China Securities Regulatory Commission jointly issued “Opinions on

Establishing a Venture Investment Mechanism”.
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Introduction to the development of venture capital in China
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In 2002, the Ministry of Science and Technology, the Ministry of Commerce and

China Development Bank jointly launched the first “National Annual Survey of
Venture Capital Investment”.
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In 2011,the Ministry of Science and Technology, the Ministry of Finance, the State-
owned Assets Supervision and Administration Commission of the State Council,
One bank and three commissions (the general headquarters of People's Bank of
China, China Securities Regulatory Commission, China Insurance Regulatory
Commission, China Banking Regulatory Commission) and the State Administration
of Taxation jointly issued "Opinions on Promoting the Integration of Science and
Finance and Accelerating the Implementation of Independent Innovation Strategy".
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Introduction to the development of venture capital in China
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In 2010, GDP of major countries around the world has shown the signs of recovery of
varying degrees, and venture capital industry started to pick up steadily.
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Trend of GDP growth of major countries around the world (2006-2010) 4//
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Introduction to the development of venture capital in China

2010%F, HE XS BT A REAE, KEHREM (e A3720%K, 8
20094 14458, H9ME25%; XU F 9 # %t 4 5l 3 1A 31)2406.614 70, 1
E1549.9%, ~F3FEE AL 23,3440, B2009E 14 1120, 1%

In 2010, Chinese venture capital industry witnessed rapid development
with 720 venture capital invested enterprises (fund) already established,
increasing by 144 and 25% compared with 2009; the total amount of
venture capital managing fund reached 240.66 billion RMB, increasing
by 49.9%.The average fund size stood at 330 million RMB, increasing by
20.1% compared with 20009.
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1. Introduction to the development of venture capital in China
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Variation tendency of the number of Chinese venture capital
institutions and the total amount of managing fund
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1. Introduction to the development of venture capital in China

o 2010%F, [ PURHETE I BEAKRIRET AT LR LTl 22 W) o 48, 5 B BEACH33.3%, U
B L5 AT 08 BEBEA LA H B8 5 vy EE37.6%.

® In 2010, the major source of capital for Chinese venture capital investment was still unlisted
companies which accounted for 33.3% of the total, while total amount of capital from

government—supported and state-owned investment institutions took up 37.6% of the total.
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K Sources of capital of Chinese venture capital investment (2010) /
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1. Introduction to the development of venture capital in China

o M [E XSG H BN R ATES KRS, TF kB I ECN U B
i1k Forms of capital in Chinese venture capital industry demonstrated
distinct features in recent years:

o —&, BUNTISHEE MK,

e Firstly, government-guided fund is intensified.

o TR, RSV R AL A KRR, BT
HA v [ g 0 XU 15 5 08 < 9 295

e Secondly, venture capital institutions show a trend of umbrella-type and

collectivized development, shaping a venture capital network with
distinctive Chinese characteristics.
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2. Feature analysis of Chinese venture capital industry

(—) ZEiH#EF

(1) Cumulative investment:

o FA2010F)EK, HE R HFNAM BT He%869301, L HE T mdr A
Mk (TH) £ 159.4%; Rl BT AUA$]1491.31478, HHAHHE A
WHEARAM (TH) 4405 154.23%.

* By the end of 2010, cumulative investment of Chinese venture capital
institutions has covered 8,693 projects, in which hi-tech enterprise
(projects) investment took up 59.4%; the total cumulative investment
stood at 149.13 billion RMB, in which hi-tech enterprise (projects)
investment took up 54.23%.
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2. Feature analysis of Chinese venture capital industry

o 1= S 7 FUTHBEIE B BB R /IR BB S BB B/
TEPRREY

(4> HE (49 (f2.78) H# (Z7T)
20094 7435 4737 906.2 405.1
20104F 8693 5160 1491.3 808.8

Amount of
: Number of S&T Amoun'f of mvestmenF in S&T
Number of culmulative . . culmulative enterprises/
enterprises/projects | . . . e
invested investment capital projects (Billion in
(Billion in RMB) RMB)

investment projects

2009 7,435 4,737 90.62 40.51

2010 8,693 5,160 149.13 80.88
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2. Feature analysis of Chinese venture capital industry

(Z) #HRITIES %
(2) Distribution of venture capital investment industry

LA, v DR 3L GE AT LR ) B0 08 T 17 Bl B AR Pk 2R AR, JE R A s B Xl 4
S PR AT SR TEAE TN

* Recent years, investment from Chinese venture capital institutions began to focus on hi-tech

industries, and distribution in strategic emerging industries is growing at a higher speed.

BFEATL B (v HTKEIHMA (% HESW (% BERHE (%)

A4 15.7 11.7 10.0 9.7
N4 10.1 7.3 11.9 9.4
B R Tk 9.3 10.1 6.4 7.2
aby =
ﬁﬁf‘@ﬂ 8.3 7.8 8.5 6.3
H Hb:&*

LBl R 4% 7.8 4.1 15.2 5.4
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2. Feature analysis of Chinese venture capital industry

(2) Distribution of venture capital industry

Investment Amount of Projects of Amount of Projects of
industry investment (%) investment (%) investment (%) investment (%)
Other industries 15.7 11.7 10.0 9.7
Traditional
raditiona 10.1 7.3 11.9 9.4
manufacturlng 1ndustry
N terial
W materia 9.3 10.1 6.4 7.2
mdustry
New energy, high
efficiency and energy 8.3 7.8 8.5 6.3
saving technology
Financial service 7.8 4.1 15.2 5.4
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2. Feature analysis of Chinese venture capital industry

(=) WEMES®
(3) Distribution of investment stages

o 20104, HEXEHEEN AT EOEEE, MK (k) A
Ptk 40 L =14 49.2% .,

e In 2010, investment focus of Chinese venture capital institutions was slightly

shifted to later stages, with amount of investment in growth (expansion) stage

accounting for 49.2% of the total.




(3) Distribution of investment stages
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Investment stages
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2. Feature analysis of Chinese venture capital industry
(M) I HEMX DT
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(4) Distribution of investment areas
o 20104, HEMNKEGHEEN OISR, B FAESE T IRumr 597 E .

® 1In 2010, Chinese venture capital institutions spread all over the coutry and in general kept the pattern of

"Strong in the East and Week in the West".
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2. Feature analysis of Chinese venture capital industry
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(5) Introduction to the withdrawal of venture capital projects.

o TR, WEZZRHANIGI L5, HEGREAEIHEMN. 20104, o EXES
Bk BB (APOD HUBIIA 2 I s fe k-1, A iR H 3 H 1929.80%

» Recent years, multilevel capital market in China is further improved,and retreat environment of
venture capital is considerably optimized. In 2010, Chinese venture capital withdrawal through
Innitial Public Offering was a record high in history, taking up 29.80% of all retreated projects.

o 20104, b [E WUBSHCTE ML I H IR H P B i 4 14 221.87%, b, IPOIR H se i an
1A #501.41% .

* In 2010, average rate of return from the withdrawal of Chinese venture capital industry stood at
221.87%, in which return from IPO withdrawal reached 501.41% .
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2. Feature analysis of Chinese venture capital industry

BHTIN GHED

Ways of gl 5] ) BH
withdrawal Acquisition Buyback Liquidation
(percentage)
2006 12.70 28.40 30.40 7.80
2007 24.20 29.00 27.40 5.60
2008 22.70 23.20 34.80 9.20
2009 25.30 33.00 35.30 6.30
2010 29.80 28.60 32.80 6.90




~

=. PEXNKEERSEINEDON

3. Analysis of business environment of venture capital in China
(—) X & % R BERIMEARETLIL

(1) Policy environment of Chinese venture

capital is increasingly optimized

o HEAN“T A, THEVCITI R IV, it
JIEE TR, SR T RSB Kk FF 12,
i A A BRI
Entering the “Twelfth Five-year Plan” period, Chinese venture capital
Industries enjoy rapid and vigorous development. Supporting policies
for venture capital from both the central government and local

governments are intensified , which creates favorable policy
environment for the development of venture capital industries.
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3. Analysis of business environment of venture capital in China
(2 HwETESHFEARELBENEXERZBEET 1R

tH 2R18

(2)Venture capital invested in hi—tech industries

enjoys broader channels of withdrawal.

o HHF, FEGNARL /MRS 2RO BINY RS 558 AR VAR HY 5 5%
B RN EE R, #agiih, 20104F, 81.3%MH)AIH AR
AL BN E R /MR ETTIR HY

e Currently, growth enterprise market and small and medium-sized market
have become the major gathering places for the withdrawal of venture
capital enterprises and the cultivation of hi-tech enterprises. According to
statistics, 81.3% of venture capital enterprises chose to retreat in growth
enterprise market and small and medium-sized market in 2010.
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3. Analysis of business environment of venture capital in China

(=) EBfRARREIES TR
(3) State—owned venture capital investment overcome

difficulties

2010410, (O T H e EA GV AL B AL A E A G35t 5] T AL 4
A I e b 45 A G I ) BURIIHE & o GDE B BAT I FBURN
T2 R ) R E B O R IR TE o

In October, 2010, with relevant policies favorable for the development of
state-owned venture capital institutions issued, beneficial interaction
between venture capital industries and government sectors is being formed.

d]
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3. Analysis of business environment of venture capital in China

(M) SdEEIAFERE AN EEREZESIN S
(4) Pilot projects of direct foreign investment in
China are successively launched in China

o Mk, bRt EFEHURAR AAT T O T AR R T IR
ANV B R T ME, B ERRRE EITIT T A B A E 5
IER: S ey NpGRER

* Recent years, Beijing, Shanghai and some other cities have successively
launched measures on the pilot programs of foreign invested stock equity and

foreign invested enterprises, which opens the channel of direct foreign
investment within China to a certain extent.
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4. Development trend of Chinese venture capital

(=) RERRRAZESFHE—TRE T REERH .

(1)Chinese venture capital will focus more on

strategic emerging industries.
(Z) FEMNKER ZERBAMEMR, FRERREREAR
I

(2) Chains of Chinese venture capital are extending,

calling for more qualified angel inventors.
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4. Development trend of C
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SEHEELEXREETE:
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ninese venture capital

BREFMNGE, (T AHESSH

(3) Industry standards and codes of Chinese venture

capital industry need to be strengthened, and

Integration within the

Industry and standardized

management are the general trend.

(M HEEARERENEREIN R .

(4) Reform of state—owned venture capital
institutions in China has entered a crucial stage.
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