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What El Nino?
It is not even here yet
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Malaysia must capitalise on silicon.demand

RETHINK STRATEGY:
Country should be
more aggressive

in upstream and
downstream
sectors of
electronics business

ANY may not be

aware that the

humble sand is the

most important

starting raw mate-
rial for the electronic gadgets to
which the world has become ad-
dicted.

These are also the gadgets that
have been the subject of much
debate over their sometimes neg
ative social impact. While here we
quarrel over the mining rights for
sand to sell to the construction
industry, in many countries, the
sand business is more to do with
the extraction of silica from sand to
produce silicon

This is not much different from
the tin mining that fuelled the na
tion's growth in the 1960s and
1970s. And just like tin those days,
the silicon ingots produced now

command very lucrative prices in
the world market.

The reason is simple. Without
silicon, it is virtually impossible for
the world to continue churning out

§ the many sophisticated electronic

products that we enjoy. The de

mand for such products is expect-

ed to continue growing.
Semiconductors have, no doubt,

become a major global business.

The latest estimate sug

gests that the interna-

tional business may have

exceeded US$300 billion

(RM946 billion). If semi-

conductors are the build-

ing blocks of consumer

own Silterra to participate in the
global semiconductor business.

It has not been easy for a small
player like Silterra to do business in
this highly competitive industry.
But, thanks to the support of the
government and our earlier invest-
ment in the right human talent, the
company has made commendable
inroads in the global market. Even
the research and development they

do is world-class.

A chat with the chief
executive officer con-
firmed that after the un-
certainties of the last
many years, the next few
vears promised better

electronics, including D’M days for the company.
PCs, mobile phones and  fhrakim This is happening despite
MP3 players, then silicon 'j Sfellow of the the volatility of the busi-
is what makes semicon-  Argdemyof ness,

ductors tick. mmw:: It has been reported

A semiconductor is de-
scribed as a solid silicon
material whose electrical conduc
tivity is between that of a metal and
an insulator. Such a property has
proven to be useful in the pro
duction of integrated circuits,
which deliver the electronic func
tions in consumers’ devices.

Over the years, Malaysia has at
tracted many prominent world
class semiconductor companies
These are the likes of Freescale
Intel and others. In fact, for more
than a decade now, we have our

that while the current 20
year annual average
growth of the semiconductor in
dustry is at the order of 13 per cent
this has been accompanied by
equally above-average market
volatility, which has led to sig
nificant, if not dramatic, cyclical
swings. The industry has gone
through six major cycles since the
1970s, caused mainly from world
wide recession, overcapacity and
inventory difficulties
The last major semiconductor
downtum eccurred in 2000-2002.

Malaysia can benefit from the whole value

capitalises on the shift in market interest.

This was the harshest contraction
the industry had ever experienced.
Global semiconductor sales plum-
meted from more than US$200 bil-
lion in 2000 to US$160 billion in
2001 and 2002. Semiconductor rev-
enue had, however, recovered
since January 2002

On the other hand, it has been
reported that the USS300 billion
semiconductor industry generated
more than USSLS trillion in the
electronic systems business and
LSS5 trillion in services, represent
ing close to 10 per cent of the
world's gross domestic product.

Demand for consumer electron
ics, including PCs, digital televi
sions and iPods, is strongly cor
related with the semiconductor de
mand. As PCs inch closer to
saturation in developed coun
tries, demand for them and, con
sequently, the chips will decrease

in such markets. This is why there
is now a shift in market interest to
developing economies.

Malaysia is well-positioned to
capitalise on the market change.
Silterra is especially well-posi-
tioned for this. But, we should
widen our interest beyond just pro-
ducing semiconductors, as in Sil
terra. We should venture upstream
to produce refined silicon ingots
from the high-quality sand that we
have. It has been reported that all
this while, we have been exporting
our high-purity silica to Japan for
the production of silicon ingots,
which are then sold back to us to
make chips.

This has to change. We should
even look to developing more ag:
gressively the downstream sector
of the electronics business. Only
then can we truly benefit from the
whole value chain of the industry.
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