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China pursuing tech self-reliance and productivity gains
CXMT IPO shines light on Hefei's state-as-venture-capitalist- model.
Memory chipmaker's listing bolsters Beijing's tech push amid U.S. curbs

Broader gains for incomes and consumption remain elusive

BEIJING, July 23 (Reuters) - Chipmaker CXMT's high-profile debut next week will mark a major
milestone for China's state-led funding model, highlighting how government capital can transform a
strategic technology startup into a key global player and drive huge returns in the process.

The biggest beneficiary will be Hefei, the eastern Chinese city that took an early bet on the memory-
chip maker almost a decade ago.

Make sense of global markets with the Trading Day newsletter. Sign up here.

While city-linked investors are not selling shares in the IPO, the soaring value of their holdings is
expected to reinforce Beijing's case for deploying public capital into industries deemed critical to
China's technological ambitions.

The country's top memory chipmaker, ChangXin Memory Technologies (CXMT), is expected to make
its market debut in Shanghai on Monday after raising $8.6 billion via an initial public offering (IPO)
last week, Asia's biggest this year.

CXMT is central to China's push for Al self-sufficiency because advanced Al processors require massive
amounts of high-speed memory, and a domestic supplier reduces dependence on foreign companies
exposed to U.S.-led export restrictions.

The company was founded in 2016 by an investment vehicle under the economic and technology
development zone of Hefei, the capital city of eastern China's Anhui province, with an initial funding of
just 10 million yuan ($1.5 million).

Nearly a decade later, Hefei government-linked investors own 36.8% of CXMT, making them the
largest shareholder group. At the IPO price, that stake is worth about 213 billion yuan ($31.5 billion), a
Reuters review of the company filings showed.

The stake value is more than twice Hefei's 2025 revenue and equivalent to 15% of its economic output.
The windfall could grow dramatically, with analysts expecting CXMT shares to surge several-fold in
their trading debut.

The rise of CXMT underscores China's increasingly prominent role as a venture capitalist, particularly
in sectors central to its competition with the U.S. Yet analysts say the model is unlikely to deliver a
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broader wealth effect, since any eventual proceeds are expected to be recycled into the next
generation of strategic industries rather than distributed to households.

"This IPO brings together multiple goals of the government, including aggressively promoting Al and
advanced tech ... and enhancing capital market development," said Eswar Prasad, a Cornell University
professor.

"Al and advanced tech can certainly boost productivity and output growth but they are unlikely to
raise household income and employment growth on a broad scale, so promoting these sectors may
not help with economic rebalancing."

Al and high-tech are boosting factory output and exports in the world's second-largest economy, but
not household spending. Excess capacity is squeezing margins and wages, while a protracted property
slump drags on consumption, raising doubts over the durability of China's unbalanced growth.

The Hefei city government did not respond to a Reuters request for comment.

REAPING SIZEABLE REWARDS

The turbo-charged growth and the blockbuster IPO of CXMT, the world's fourth-largest dynamic
random-access memory (DRAM) maker behind SK Hynix, Samsung Electronics, and Micron, highlight
China's self-sufficiency drive amid a fierce tech rivalry with the U.S.

DRAM chips temporarily store data in smartphones, computers, servers and Al systems.

CXMT's state ownership rises to roughly half after taking into account Anhui provincial government-
backed entities' stake. Other backers include China's national semiconductor fund, local private equity

and venture funds, and some tech companies.

"This is a major deal for Hefei. The city is known for its highly active industrial policy, and CXMT is its
single biggest bet," said Christopher Beddor, deputy China research director at Gavekal Dragonomics.

"The local government has supported the company through years of losses, and now stands to reap

sizable rewards."

For more than a decade, Hefei has deployed public capital to nurture industries ranging from
semiconductors and electric vehicles to display panels.

CXMT has emerged as China's leading producer of DRAM chips after nine private fundraising rounds,
according to company filings.

Founder Zhu Yiming, a Tsinghua University graduate who studied and worked in the U.S. before
returning to build China's memory-chip industry, holds shares worth nearly 14 billion yuan at the IPO
price. He has pledged part of his stake for employee incentives, spreading some of the wealth
generated by CXMT's rise.
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Still, sectors such as Al and semiconductors are highly capital-intensive and generate relatively few
jobs, limiting their impact on household incomes and consumption, said Jeremy Stevens, Standard
Bank's Beijing-based economist.

"This is the heart of the current macro puzzle," he said in a note.

"The economy has a growth engine, but it is an engine that powers exports and corporate profits
without generating the wage growth needed to sustain domestic demand."

($1=6.7679 Chinese yuan renminbi)

Reporting by Kevin Yao and Eduardo Baptista in Beijing, Kane Wu in Hong Kong; Editing by Sumeet Chatterjee and
Shri Navaratnam
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