ST-Ericsson Predicts ‘Strong’ China Growth, CEO Delfassy Says 
By Chiara Remondini

Nov. 30 (Bloomberg) -- ST-Ericsson, the semiconductor joint venture between Ericsson AB and STMicroelectronics NV, forecasts “strong” growth in China, helped by demand for faster wireless products, Chief Executive Officer Gilles Delfassy said. 

ST-Ericsson and China Mobile Ltd., the world’s biggest phone company by users, have a partnership to develop mobile phones for time division synchronous code-division multiple access technology. ST-Ericsson has shipped five million TD-SCDMA chipsets this year, which power more than 100 models of devices, the CEO said. TD-SCDMA is a so-called third-generation, or 3G, technology, allowing faster data transfers and Web browsing. 

“In the Chinese market we certainly see very, very strong growth,” Delfassy, who has been in charge at the company since Nov. 2, said in a telephone interview. “China is a very big country, and China Mobile is the largest operator in the world. That’s enough for great business opportunities.” 

Geneva-based ST-Ericsson’s clients include Nokia Oyj and Samsung Electronics Co., the world’s top two handset makers. More than half of all mobile phones in use are enabled by ST- Ericsson’s chips and technologies. ST-Ericsson began operating in February 2009, with parent companies putting USD 400 million in cash into the joint venture. When started, the joint venture employed almost 8,000 people with pro-forma reported 2007 sales of USD 3.6 billion. In April, ST-Ericsson announced a 15.0% cut of its workforce--only two months after it started trading
“The development of the new 3G standard in China has boosted chip demand this year,” said Saverio Papagno, an analyst at AZ Fund Management SA in Luxembourg. 
‘Big Opportunity’ 

China Mobile had 2.31 million TD-SCDMA users as of Oct. 31, according to its Web site. The Beijing-based carrier has more than 500 million subscribers for its slower second-generation, or 2G, network. ST-Ericsson has more than 500 employees in China, mainly focused on research and development. 

“China is a big opportunity,” Delfassy said. “Potentially, we’re talking about hundreds of millions of subscribers that might in the future convert from 2G to 3G. We’re at the forefront of the evolution of this standard.” 

On Oct. 20, ST-Ericsson reported a third-quarter net loss of USD 112 million without providing a comparable figure from a year earlier. Net sales fell to USD 728 million from pro-forma revenue of USD 1 billion. 

Competition to offer chips for the new standard in China, the world’s third-largest economy, is increasing. On Nov. 19, China Mobile said MediaTek Inc., the largest supplier of smart- phone chipsets to Chinese vendors, will also make chips based on the TD-SCDMA technology. Qualcomm Inc., the biggest maker of handset chips, will next year start selling chips for mobile phones that support China’s domestically developed 3G standard. 

On Nov. 25, Infineon Technologies AG, Europe’s second- largest maker of semiconductors, said it’s cooperating with Nokia to develop “advanced” radio-frequency systems. 

Apple Talks 

“We’ve a great relationship with Nokia,” Delfassy said. “Nokia is our big partner, it has been for many years and there is absolutely no change in the partnership.” 

Delfassy declined to says whether ST-Ericsson is in talks with Apple Inc. about supplying semiconductors for the iPhone. Qualcomm said this month it held discussion with Apple, as it sought to join suppliers including Toshiba Corp. and Infineon to win orders for the iPhone. 

ST-Ericsson includes ST-NXP Wireless, a business which was formed last year to combine STMicroelectronics’ mobile unit with that of chipmaker NXP BV to increase ties with handset makers and cut research costs. After the deal with NXP, STMicro agreed last year to form the venture with Ericsson to further reduce research expenses and work more closely with mobile-phone manufacturers. 

“This market has been in a consolidation phase for quite some time,” Delfassy said. “It’s possible that this consolidation continues because it’s very difficult to be a powerful player in a market that’s extremely competitive and requires a lot of competencies, technology and skills to be able to succeed.” 
