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China is Transitioning to Service-Driven Economy

• As China’s economy matures, its GDP growth
has softened but is still high compared to other 
developed markets around the world.
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• GDP growth in Services reached 7.6% in 2018,
considerably outpacing Industrial (5.8%) and
Agricultural sector growth (3.5%).

- The growth is largely driven by IT & service
segment, which grew by 37%.

Top 10 Economies’ GDP and YoY Growth (2018)

USD Trillion Growth Rate %

11.3% 7.2%

48.6%
40.7%

40.1%
52.1%

0%

20%

40%

60%

80%

100%

2008 2018

China’s GDP Breakdown by Sectors (2008 vs. 2018)

US$4.6 Trillion US$13.5 Trillion

Service sector

Industrial sector

Agricultural sector



Two Main Growth Engines: Productivity and Consumption

Source: McKinsey & Company

• China is undergoing industry upgrade and
modernization to achieve higher productivity.

• Productivity growth is the key to shifting toward
a consumption- and service-driven economy.

• As a result, Chinese government has made
innovation a top priority in economic planning.

Productivity Consumption

• China is rebalancing from an export- and
investment-driven economy to a consumption-
and service-driven economy.

• It is estimated that private consumption will
contribute over half of real GDP growth by 2030.

“Made in China 2025” 

Announced in 2015, the
government initiative aims to 
upgrade and modernize 
China’s manufacturing in 10 
key sectors through extensive 
government assistance.
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Trade War Further Pressures China to Focus on Rebalance

Key Impact on China

Reduce dependence on exports by rebalancing
economy structure toward service and

consumption.

Tariffs Investment Market Access IP Access

• Increased tariffs force
exporters to shift to
non-U.S. markets or
move facilities
outside of China.

• Outbound
investments from
China into the U.S.
will slow down due to
heightened scrutiny
of CFIUS.

• Chinese enterprises,
especially ones in
high tech sectors will
face limited access to
the U.S. market.

• Chinese technology
companies will suffer
from limited access
to U.S. technologies 
and key products 
along the value chain.

Reduce technological dependence by ramping up
domestic R&D and accelerating home grown

innovation.
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Chinese Companies Are Increasingly Innovation-Driven

Annual R&D spending by Chinese companies
increased by

12.3%
in 2017, accounting for 2.12% of
national GDP output
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China Ranks 2nd Globally in AI Patent Filing



After 2 decades of fast growth, China has
become the world‘s 2nd largest venture
investment market

US$85 B invested in

6,052 deals in 20181, representing

34% of Global Venture Investment

U.S…

China US$85 B

Others…

US$171
Billion

Global Venture Financing2

2018 Full Year

China’s continued momentum is propelled by a highly mature
startup ecosystem

Service ProvidersDeep Talent Pool
Professional Incubators | FA Service |

Tech Media & Databases |
Roadshows | Corporate Internal

Incubation | Government Incentive &
Supportive Policies …

Leading internet companies
breed top-notch tech founders

Large Amount of High Quality Startups

Note: 1. CVSource; 2. KPMG

Diverse Capital Sources
VC/PE Investors | Crowdsourcing Platforms |

Corporate Investors | Angel Investors | Secondary Market …

Today China Is a Startup Powerhouse Rivaling the U.S.



China’s Next Wave of Innovation Lies in Enterprise Sector



Digitization Also Addresses Key Demographic Challenges

• Labor costs in China have tripled in the past 10 years, 
quickly compressing profit margin for enterprises.

• China’s working-age population has declined for 6 
years in a row, and is expected to keep dropping.

• China boasts a large production base, but suffers 
from low efficiency and low technology barrier.

• Traditional industries face the imperative to move up 
value chain via digitization.

Rising labor costs and shifting demographics are top challenges for Chinese enterprises:

Digitization is the key to transformation



Looking Forward: Another Decade of Disruption
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Disclaimer

Neither this set of material nor the content within is an offer or a 
solicitation to invest in any security, and does not form part of any 
solicitation or offering that may exist now or in the future.

You acknowledge that the information contained in this material has 
been prepared solely for informational purposes. Gobi Partners 
reserves the right to change, modify, add or remove portions of any 
content in this material without notice and liability. 

An offer or solicitation will be made only through subscription 
agreement and other related documents with respect to a fund 
investment opportunity and will be subject to the terms and conditions 
of such documents, including qualifications necessary to become an 
investor.

Thank You
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