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MARKET SUMMARY 

 
 After cooling off in September, global equities continued 

their upwards rise over the month of October, showing 
resilience against worries about supply chain disruptions, 
inflationary pressures, which are proving to be not 
transitory but rather sticky, and Chinese regulatory 
crackdowns.  

 In the US, earnings figures and progress in the spending 
package in the Congress buoyed markets despite 
imminent bond-buying tapering by the US Fed, backlogs 
in the ports and persistent inflation. The S&P recorded its 
best month since the start of the year.  

 In Europe, the ECB reaffirmed its views on inflation being 
transitory and did not change its monetary policy. Soaring 
energy prices eased off after Russia agreed to increase 
supply of gas to Europe. 

 The highlight of the month in the UK was the budget. 
Expansionary measures such as a rise in the minimum 
hourly wage, a cut in domestic air passenger duty, but a 
tax rise on long-haul flights, and cancellation of a planned 
rise in fuel duty, were announced to continue to support 
the economy.  

 The Mauritian SEMDEX was among the top equity market 
performers (in local currency terms) on the back of the re-
opening of the country’s borders and encouraging tourist 
arrivals figures.  

 Mauritius was removed from the ‘Jurisdictions under 
Increased Monitoring’ list by FATF. As a result, a removal 
from the EU’s list of ‘High Risk 3rd Countries’ should be 
forthcoming.  

 The BoM maintained the Key Repo Rate at 1.85%. Air 
Mauritius resumed trading on the SEM – the majority 
shareholder made a mandatory offer to the minority 
shareholders to acquire all voting shares at Rs 5.80 per 
share. Velogic announced its intention to be listed on the 
DEM in December. MCB proposed a Scrip Dividend 
Scheme whereby ordinary shareholders of MCB will have 
the option of receiving their future dividends, or part 
thereof, by way of ordinary shares in MCB. Alteo 
announced that it will separate its African operations 
from its Mauritian group into another listed company.  
 

GLOBAL SEMICONDUCTOR SHORTAGE 
 The miniaturization of circuits, by scaling down the 

transistor, has allowed the integration of billions of 

transistors on a single chip and has been the key driver 
for the semiconductor technology roadmap.  

 Semiconductors have become the foundation 
technology for nearly all electronic products in our daily 
life. 

 Since 2020, the semiconductor industry is facing a 
shortage crisis with demand outstripping supply. 
 

Factors 
 As COVID 19 started to unfold in 2020 on all continents, 

production lines of automakers were temporarily shut 
down for several months and they cancelled orders from 
chip manufacturers. Those chips were reassigned to other 
companies manufacturing smartphones, laptops and 
other gaming devices which experienced a surge in 
demand for their products during the lockdown. 
Following gradual reopening of economies in Q3 2020, car 
demand bounced back more than forecasted and chip 
factories could not meet the demand. The scarcity of 
semiconductors led to a spill over effect into other 
industries. 

 In 2020, geopolitical tensions between the US and China 
led to additional semiconductor supply constraints as the 
Trump administration started tightening regulations for 
sales of semiconductors to Huawei Technologies, ZTE and 
other Chinese firms. In anticipation of being put on a US 
trade blacklist, companies began stockpiling chips for 5G 
smartphones and other electronic products.  

 On February 15, 2021, NXP Semiconductors had to fully 
shut down its two wafer manufacturing facilities in Austin, 
Texas for several days following a severe winter storm. 
The factory lost approximately 1 month of wafer 
production. 

 A fire occurred on March 19, 2021, at the Japanese 
semiconductor plant Renesas Electronics Corporation, 
which accounts for 30% of the market for 
microcontrollers used in cars. The company announced 
that it would take at least 100 days for 100% recovery of 
product shipment. In February 2021, the company was 
also hit by an earthquake which caused a disruption in 
supplies. 

 Earlier this year, Taiwan faced its worst drought in half a 

century, adding further strain to its semiconductor 

manufacturing capacity as wafer-fabrication factories 

require voluminous quantities of water. Semiconductor 

manufacturers were asked to cut water usage by 13%. 

 Impact 
 Although several industries were impacted by the chip 

shortage, including the consumer electronics industry, the 
automotive industry was one of the most severely 
impacted. 

 Consulting firm AlixPartners forecasts that the 
semiconductor shortage will likely cost the global 
automotive industry $210bn in lost revenue in 2021, up 
from its initial projection of $110bn in May 2021. The 
company expects a production loss of 7.7m units vs 3.9m 
in its May forecast. 

 Industry leaders such as Intel and analysts anticipate that 
this global semiconductor shortage will potentially stretch 
into 2023. 
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INVESTMENT THEME:     
THE SEMICONDUCTOR INDUSTRY 

Semiconductor market 
 Global semiconductor market revenue grew from 

$335.2bn in 2015 to $440.4bn in 2020. The market is 
expected to grow to $551.0bn and $606.0bn in 2021 and 
2022 respectively.   
 

 
 

 In 2020, the Asia-Pacific region accounted for 
approximately 62% of the global semiconductor sales. The 
Americas was the second largest region accounting for 
22% market share, followed by Europe and Japan each 
with approximately 8% market share. 
 

Drivers of the semiconductor industry: 
1. 5G 

 5G is the 5th generation wireless technology for digital 
cellular networks which began rolling out in 2019.  

 The major advantage of the 5G vs 4G LTE is its high 
speeds, superior reliability, and negligible latency (the 
delay between sending and receiving information - 1ms 
for 5G vs 200ms for 4G). 

 

 
 

 According to Gartner, sales of 5G smartphones are 
projected to increase from 458m units in 2021 (30% of 
global smartphone sales) to 1.1bn units in 2024 (71% of 
global smartphone sales). 

2. Artificial Intelligence (AI) 
 AI can be defined as the science of making intelligent 

machines and computer programs capable of learning and 

solving problem in ways that normally require human 
intelligence. These include natural language processing 
and translation, visual perception and pattern 
recognition. 

 AI requires more computational power than traditional 
algorithms, so heavy investment in new chip designs is an 
industry imperative, creating a huge opportunity for 
semiconductor vendors. 

 IDC estimates that AI market will grow from $296.7bn in 
2020 to $341.8bn in 2021 and will reach $554.3bn by 
2024. 

3. Automotive Industry 
 The global automotive semiconductor market was valued 

at approximately $48.1bn in 2020 and is expected to 
reach $129.2bn by 2026, with a CAGR of 17.9% from 2021 
to 2026. 

 4 major factors will be driving the automotive industry 
i.e., autonomy, electrification, connectivity and mobility 
as a service (Maas). 

 Furthermore, according to Gartner the average 
semiconductor content per vehicle will rise from 
approximately $489 in 2020 to $716 in 2025. 

4. Government incentives and policies 
 

 
 

 On the back of strong growth demand from 5G, AI, the 
automotive industry and with incentives from 
governments, the semiconductor industry is expected to 
reach a market size of approximately $606bn in 2022. 
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