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CHINA’S SOFTWARE SECTOR IS 
ENJOYING STRONG SECULAR GROWTH

SOFTWARE SPENDING IN CHINA IS STILL 
SIGNIFICANTLY BEHIND THE REST OF 
THE WORLD

LOCALIZATION THEME CONTINUES TO 
PLAY OUT IN THE SECTOR



The Chinese software sector is in the early 
stages of a multi-year upcycle, with enterprises 
increasingly investing in digital transformation 
on the back of strong policy support at the 
national level. Enterprise IT infrastructure 
continues to be a key tenet of China’s national 
ambitions, as expressed in “Made in China 
2025” and the “14th 5-year plan (2021-25)”. 
This has further accelerated last year amidst 
the COVID-19 pandemic, with enterprises 
stepping up IT infrastructure upgrades to 
support remote and AI-driven workflows. IDC 
projects the market size of China public cloud 
to grow at twice the pace of the global market 
over the next 4 years. As a result, the 
Software-as-a-Service (SaaS) penetration rate 
(SaaS spending as a % of total software 
spending) is expected to rapidly catch-up to 
the global average by 2024.
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SAAS PENETRATION GAP % BETWEEN CHINA VS GLOBAL
IS EXPECTED TO RAPIDLY NARROW IN THE COMING YEARS
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Even after a period of strong economic 
growth, the software sector in China remains 
at a relatively nascent stage of development. 
In 2019, software investments in Singapore 
amounted to 4.8% of our national GDP, while 
the US invested 2.9%. In comparison, China’s 
software spending was just 0.3% of their 
national GDP, well below the global average of 
2%, and Thailand’s 0.6% among other 
emerging economies. As such, given the 
priority that the Chinese government is now 
placing on the development of their software 
sector, this gap in software spending is likely to 
narrow significantly in the coming years.
Source: Gartner (2020)
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Exacerbated by ongoing geopolitical tensions between China and the US, Chinese enterprises have 
been gradually replacing foreign software vendors (e.g. Microsoft and Oracle) with domestic 
substitutes. This trend of import substitution continues to be supported by the following drivers:

Government subsidies and tax incentives for enterprises to use domestic software

Better after-sales service and product customization by local software vendors

Significantly lower prices offered by local vendors compared to foreign vendors

Product quality of local software offerings catching-up to that of foreign peers

TOP 10 SOFTWARE VENDORS IN CHINA

THEMECONTINUES
TO PLAY OUT IN

LOCALIZATION

21% local (2013) 42% local (2019)

Cisco, 3%
Dassault, 3%

Autodesk, 3%
Kingdee, 3%

Yonyou, 8%

SAP, 9%

Nuesoft, 10%

IBM, 14%
Oracle, 16%

Microsoft, 31%

Inspur, 6%

Seimens, 6%

IBM, 7%

Neusoft, 8%

Oracle, 9%

Huawei, 9%

Yonyou, 10%
Alibaba, 10%

SAP, 10%

Microsoft, 25%

Lion Global Investors
a member of the OCBC Group 4



D
IS

CL
AI

M
ER

This advertisement or publication has not been reviewed by the Monetary Authority 
of Singapore. It is for information only. It is not a recommendation, offer or solicita-
tion for the purchase or sale of any capital markets products or investments and does 
not have regard to your specific investment objectives, financial situation, tax 
position or needs. The information contained herein is confidential and must not be 
published, reproduced or distributed in whole or part to any other person without the 
written consent of Lion Global Investors Limited (“LGI”), and is not intended for use 
by any person other than the intended recipient. This publication may not be trans-
mitted into any jurisdiction or to any person where any recommendation, offer or 
solicitation is prohibited (including Canada, Japan, the United States of America) or to 
US persons (as such term is defined in Regulation S under the US Securities Act of 
1933).

Any information (which includes opinions, estimates, graphs, charts, formulae or 
devices) is subject to change or correction at any time without notice and is not to be 
relied on as advice. Investments in our funds are not obligations of, deposits in, guar-
anteed or insured by LGI or any of its affiliates and are subject to investment risks 
including the possible loss of the principal amount invested. You are advised to 
conduct your own independent assessment and investigation of the relevance, accu-
racy, adequacy and reliability of any information contained herein and no warranty is 
given and no liability is accepted for any loss arising directly or indirectly as a result of 
you acting on such information. LGI, its related companies, their directors and/or 
employees may have positions in the products mentioned in this publication and be 
engaged in purchasing or selling of such products for themselves or their clients. You 
may wish to seek advice from a financial adviser before making a commitment to 
undertake any investment. In the event that you choose not to seek advice from a 
financial adviser, you should consider carefully whether the investment is suitable for 
you. The references to any particular company is intended for illustration purposes 
only and is not indicative of our intention to invest in such company or a recommen-
dation to invest in the securities of such company.
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