Survival of the
Fittest- Chinese
Fastener Market

by Tanya Shih, Fastener World Inc.

Darwinism published over 150 years ago still has its influence nowadays.
It is commonly used to explain the prosperity or decline of many industries.
In the beginning of 2015, a report regarding the annual car sales in China was
released. The report shows that the sales record of 23.49 million units of
vehicles in China not only exceeded the figure of previous year but also made
China a “war zone” with the fiercest competition in the world. China has been at
the no. 1 place for 6 years in terms of annual car sales.

The automotive industry always plays a leading role among heavy industries.
With such prosperity, companies in the supply chain can all benefit from it.
However, as is observed, Chinese fastener industry is situated at the peak of
the influence brought by Darwinism. The best description for Chinese fastener
industry in 2015 may not be only “Survival of the Fittest” but “Survival of the
Fittest with More Flourishing Results.”

Acquisitions Generate More Flourishing Chinese
Fastener Companies

Shanghai Prime Machinery’'s acquisition of Dutch Koninklijke Nedschroef in
2014 not only sent a good message to the Chinese fastener market, but also
aroused echo in the hearts of counterparts in other countries. “The official entry
of Chinese fastener market into the integration period” should be just the most
important revelation of this acquisition. The strategy of Shanghai Prime Machinery
offers a very good chance for the different products of these two companies to
complement with each other, so it is believed that through the integration of these
two companies of different cultures Shanghai Prime Machinery will be stronger
than ever. This acquisition won't be the last one in China, as with the support of
Chinese authorities, there should be more and more acquisitions among large-
size companies in the next few years and that is why many flourishing fastener
companies in China can become bigger and bigger.

Antidumping Measures Eliminate Several Small
& Medium Fastener Companies but Advantageous
Ones

According to the official journal of the EU, the EC will announce the
determination for the expiry review of carbon steel fasteners originating from
China before April 29th this year. Whether the measure will be extended or not is
influential. I've got some feedbacks from local Chinese managers at exhibitions
which | visited last year and realized that, compared to other metals like stainless
steel, aluminum, or copper, carbon steel fasteners are still the most commonly
used products, so almost all Chinese fastener suppliers feel frustrated, as they
are not able to cross over the high entry barrier of the European market set by the
antidumping rates.

On the other hand, these managers told me, compared to the previous year,
Chinese market has revealed an obvious sign of decline since 2014 and they
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are not as optimistic about the result as the government is. Fastener
companies focusing on domestic/overseas sales or domestic sales all
suffer a difficult time. As a result, | think only the companies with healthy
corporate structure and advantageous products can safely pass through
the influence of Darwinism if the EU determines to extend the antidumping
measure again and the government plans to integrate certain companies
with others.

Adjustment of Industrial Structure
Accelerates Upgrade of Chinese Fastener
Industry

The history of Chinese fastener industry is not long, but its growth is
on a really fast pace. About 7-8 years ago, Chinese authorities adopted a
strategy to adjust the industrial structure and upgrade the industry, which
was for moving out or eliminating low-end industries and moving in high-
end industries within the region. As Chinese government continues to
promote the adjustment and upgrade of industrial structure, support the
development of high-end products used in automobiles, wind power, and
aerospace, and set up various aerospace and automotive industrial parks,
the Chinese fastener industry can develop fast and efficiently, which can
explain the strategy of “Investing in West China” and the phenomenon
of “Taiwanese Investors in China moving back to Taiwan.” A Taiwanese
investor who entered Chinese market in 1995 has a stirring of emotion
about the current situation. His automotive fastener factory is located in
Jiashan (Zhejiang). With over 2 decades of effort, the company now hires
200 employees and is a model for all other foreign companies. However,
should the company join in the “Investing in West China” policy or make
another investment? Should the company hand over to the 2nd generation
or professional managers? These questions are difficult...

Every country has its own culture and custom and most of the
companies who have their own business in China all agree that Chinese
people or Chinese companies are more likely to replicate those better
than themselves and are basically willing to accept challenges with an
aggressive attitude, as no one would like to be eliminated from the fastener
market under the influence of Darwinism. Although the recent situation
that keeps RMB from appreciation has slowed down the adjustment and
upgrade of industrial structure, Chinese fastener industry, however, with
support from Chinese government, is already very close to completion of
the 1st wave of industrial upgrade.

Those who participate in Chinese fastener exhibitions every year may
all agree to such comment. Ten years ago we might say we had no fear
of Chinese fastener industry as it was still an industry that produced low-
end products.” But now, we like to invite managers to forecast how many
years the Chinese fastener industry will take to exceed other countries and
become an industry respected by the global fastener industry.

Chinese Fastener Industry Will See Its
Rebirth in 2015

It is the Chinese Year of Goat. With so many opportunities in the
automotive market, more and more Chinese fastener companies have
attained certificates, made investments, and added production lines to
fetch orders. Although it is still unclear if the Chinese fastener industry will
receive good news regarding the expiry review of fastener dumping from
the EU, it is widely believed that the road to industrial upgrade has brought
a fresh look of the industry to purchasing managers worldwide.
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