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Editor's note: With the theme of "Restructuring « New Life", the 2024 Pujiang Innovation Forum -
Global Entreprencurial Investment Conference (WeStart) invited renowned experts from various fields
at home and abroad to conduct in-depth discussions on the current situation, new challenges, and new
trends of global entrepreneurial investment. This special report synthesizes the reports of the guests at

the WeStart for your information.



2024 BILAIFTRIZEHRZ
Special Report 9 of the 2024 Pujiang Innovation Forum

WEANEBBREFEN  BURBSRIFHah6e
Build New Paradigms for Entrepreneurial

Investment, and Stimulate New Drivers for

Scientific And Technological Innovation
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"Entrepreneurial investment" is not only a booster for the
growth and expansion of technology-based small and medium-sized
enterprises, but also a binder for scientific and technological
innovation and integrated industrial development. In 2024, the
global entrepreneurial investment market is accelerating its
reshaping, presenting both opportunities and challenges. The third
plenary session of the 20th Central Committee of the Communist

Party of China has pointed out a new direction for further deepening



reform comprehensively to advance Chinese modernization.
Entrepreneurial investment is embracing new opportunities and
bright prospects. The experts attending the WeStart unanimously
agreed that compared with the world, China's entrepreneurial
investment is facing more severe new situations and challenges,
but also fostering new opportunities. We should seek to break
new ground amid challenges and gain new life through

restructuring.
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1. The challenges faced by entrepreneurial

investment in China
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Firstly, the trend of global capital transfer to the United

States and Europe is apparent. In the current international
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competition, emerging markets are facing dual pressures of both
capital outflow and insufficient innovation momentum, which places
them at a disadvantage in the global innovation and entrepreneurship
landscape. Joe Mack, Former Chief Investment Officer of the
UK Department for International Trade (DIT), pointed out that
venture capital investment is a very important part of the global
economy. As of 2023, the scale of global venture capital investment
reached US$445 billion. The United States remained a leader in the
global venture capital market, with its startups attracting US$230
billion in venture capital, accounting for over half of the global total.
About 60% of the venture capital invested in the United States was
provided by venture capitalists with an investment of over US$100
million. European startups also attracted US$120 billion in venture
capital, far more than the pre-COVID-19 level. In contrast, the
capital attractiveness of emerging markets such as China was clearly

insufficient.
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Secondly, China's investment market environment is facing
a profound adjustment. With the transformation of China's
economic development model, China's equity investment market is
facing many challenges. The traditional investment strategies,
fundraising models, and exit mechanisms of investment institutions
are no longer suitable for the rapidly changing economic
environment. The lack of integrated investment and financing
platforms and coordination mechanisms hinders the efficient flow of
capital to the technology sectors that require the most support,
thereby limiting the role of scientific and technological innovation in
driving economic transformation. Li Jiaqing, President of Legend
Capital Management Co., Ltd., pointed out that with the gradual
disappearance of the demographic dividend, the traditional model
relying on cheap labor is difficult to sustain. Scientific and
technological innovation has become a key engine of economic
growth. Investment institutions need to adapt to the new
development model, to strengthen the control of various links such
as fundraising, investment, management and exit, and to build the
integrated platform for supporting scientific and technological

innovation and industrial upgrading.
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Thirdly, the mismatch between supply and demand of funds
in the science and technology investment and financing system is
prominent. How to achieve effective allocation of resources
between scientific and technological innovation investment and the
banking and financial system 1s an important issue currently facing
us. Tu Guangshao, Chairman of Shanghai Finance Institute,
pointed out that although technology startups and innovative
enterprises have a huge demand for venture capital and private
equity investment, the diversification of investment structure is still
insufficient, leading to the concentration of capital flow in some
industries and the formation of the phenomenon of "capital pileups".
At the same time, due to poor exit channels, investors' enthusiasm
for investing in high-risk areas has decreased, capital circulation has

been hindered, and the imbalance between supply and demand of



funds has been further exacerbated. In addition, the private equity
market continues to experience a downturn. Shan Junbao,
Chairman of CICC Capital Operations Co., Ltd., pointed out that
in the first half of 2024, the size of funds raised in China's private
equity market decreased by 23% year-on-year, the total amount of
funds raised decreased by 39% year-on-year, and the number of exit
cases decreased by 64% year-on-year. Difficulties in raising funds,
prudent investment and blocked exit channels have formed
bottlenecks in the entire chain, limiting the efficient circulation of

funds and the release of innovation vitality.
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2. Future strategic direction of entrepreneurial

investment
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The first is to anchor the strategic goal of serving new
quality productive forces. Wang Hong, Deputy General Manager
of Shanghai Stock Exchange, pointed out that the Central

Committee of the Communist Party of China attaches great
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importance to the development of new quality productive forces and
the optimization of scientific and technological financial services,
and that China Securities Regulatory Commission continues to
improve the institutional mechanisms for the capital market to serve
scientific and technological innovation. In recent years, the STAR
Market has highlighted the characteristics of "hard technology" and
accelerated the development of new quality productive forces. Dai
Minmin, President of Shanghai State-owned Capital Investment
Co., Ltd., pointed out that patient capital is an important pillar for
supporting scientific and technological innovation and developing
new quality productive forces. Scientific and technological
innovation usually involves high risks, large investments, and long

cycles, requiring long-term stable capital investment.
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The second is to actively transform the role, direction and



strategy of investment institutions. Li Jiaqing pointed out that
under the new development landscape and environment, the role of
investment institutions has undergone significant changes.
Investment institutions not only need to provide financial support,
but also need to play a more active role in technological and
industrial innovation. By providing more specialized services, they
should create the systematic service platform, and contribute to
building infrastructure that supports the development of new quality
productive forces. Ge Liang, Deputy General Manager of the
Scientific and Technological Finance Department of Shanghai
Pudong Development Bank, pointed out that investment
institutions should integrate all financial factors and resources, and
cover the full lifecycle services of technology enterprises to enhance
the sustainability of their long-term development. Wu Shichun,
Founding Partner of Plum Ventures, pointed out that when
selecting investees, investment institutions should distinguish
"unicorns" into "unicorn tigers" and "unicorn pigs", and focus
selecting high-growth innovative investees for entrepreneurial
investment, to avoid wasting resources on projects with insufficient

potential.
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The third is to cultivate long-term capital and optimize
scientific and technological demand and financial supply
allocation. Chen Wei, General Manager of Shenzhen Oriental
Fortune Capital Investment Management Co., Ltd. (OFC),
pointed out that it is crucial to build a multi-level long-term capital
supply system involving banks, insurance, social security, and fund
of funds, etc.; and state-owned capital should take the lead in
playing the role of patient capital, and promote the coordinated
development of government-guided funds and market-oriented fund
of funds. We should, through policies such as tax incentives,
encourage long-term participation of social capital in entrepreneurial
investment, vigorously promote the development of secondary funds,
and establish a diversified, smooth, convenient and efficient venture
capital fund exit mechanism. Tu Guangshao emphasized that we
should promote precise matching between technology demand and
financial resources, ensure that financial services align with the
development stage and needs of technology-based enterprises,

achieve a balance between risk and return, and coordinate
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positioning and functions. We should enhance the overall synergy of
the financial system in serving the technology industry by
strengthening financial product innovation and optimizing the

coordination mechanism of financial institutions.
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3. Specific measures for building new paradigms for

entrepreneurial investment
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The first is to further leverage the role of the STAR Market
as a link. Wang Hong pointed out that we should continue to give
full play to the experimental field function of the STAR Market,
strengthen its "hard technology" positioning, give priority to
supporting the listing of the "hard technology" companies on the
STAR Market that achieve breakthroughs in core technologies in
key fields, and optimize the system of the financing of the
companies listed on the STAR Market by selling equities and issuing
bonds and the mergers and acquisitions of such companies. We

should deepen systematic and multidimensional services, and
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promote synergy in promoting development. We should enrich the
system of diversified products including stocks, bonds, funds, and
REITs, and provide full-chain and full-life cycle financial services
for technology-based enterprises. We should strengthen "patient
capital", vigorously develop index-based investment, and optimize
the normalized mechanism for connecting with venture capital

institutions.
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The second is to enhance the core competitiveness of
state-owned capital. Dai Minmin pointed out that we should fully
leverage the functional role of state-owned -capital, actively
implement national strategies, accelerate the layout of
forward-looking strategic emerging industries, master cutting-edge
core technologies, and unleash the new power for industrial
development. We should give full play to the role of state-owned
capital as a "barometer", bravely assume the responsibilities of
organizers for achieving breakthroughs in technologies, innovation

resources integrators, and industry layout leaders, integrate internal

12



and external resources through market-oriented methods, move
faster to shore up weak links in the industrial and supply chains, and
contribute to modernizing the industrial system. We should help
patient capital to land in terms of investment, follow-up, and exit,

etc., and shield for enterprises to go through the cycles.
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The third is to build an ecosystem of scientific and
technological innovation and venture capital investment. Tu
Guangshao pointed out that we should vigorously develop equity
investment, especially venture capital investment, expand the size of
investment in science and technology, enhance science and
technology investment capabilities, support various types of
investment entities, and guide more long-term funds. Mi Lei,
Founding Partner of CASSTAR, pointed out that we should build
the distinctive technology entrepreneurship systems such as

"research institutions + early investment + entrepreneurial platforms
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+ post-investment services", and establish the rainforest ecosystem
for "hard technology" innovation and entrepreneurship. Fang Na,
Assistant to the President of Shanghai Silicon Industry Group,
pointed out that sufficient venture capital investment can support
enterprises to continuously invest in research and development, and
achieve technological breakthroughs through integration of
resources. Only investors with the same underlying logic and
long-term strategic consensus can work hand in hand with the
company and become real boosters in the long-term development of

the company.
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