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Some News Highlights

« December 8, 2004 — Lenovo announced
acquisition of IBM PC and Notebook
Business with $1.2 billion — third largest PC
manufacturers

e October, 2004 — TCL, Alcatel formed JV In
mobile phone manufacturing - TAMP;

e July 29, 2004, TCL and Thomson formed JV
of color TV production — TTE — largest in the
world: 20 min unites in 2004, $4 billion sales

value:

1/15/2005 US & FCS Beijing, China 2



NASDAQ Listings of Chinese "™
Enterprises

* |n 2004, including Ctrip, altogether 9
Chinese .com companies successfully
listed on NADAQ; raising $850 million;

» Shengda Network Gaming;
e Tom.com;

 Elong.com;

e 51job;
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Corporate Executive Visits In
2004

e March, HP CEO and President;
e April, Yahoo CEO;

« May, Motorola Chairman of Board of
Directors;

e July, Microsoft Chairman;
e August, Dell CEO

o September, AMD CEO

e October, Cisco CEO
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What Do These Events Slgnlfy

* Globalization process well under way;
o Attractive marketplace;

 Chinese companies are becoming world
class players
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Opportunities

 Chinese and US economies are
mutually complimentary;not direct
competitors

e US advantage is in technology; China’s
advantage Is in manufacturing

1/15/2005 US & FCS Beijing, China 7



hallenges

e,
onal nature of economic
ucture; k.

latory system

1/15/2005 US & FCS Beijing, China 8



S.

fford not to be in the®™t
market?

P 1
customers are there;:
stomers will come from
E
S are there;
R

1/15/2005 US & FCS Beijing, China 9



U.S.
"OMMERCIAL
ERVICE

(
S,

Important Trading Partners

e China has recently surpassed Japan as
America's single largest trade relationship
In Asia.

e« China is America’s third largest trading

partner overall, with more than $180

pillion In total trade during 2003.

e |t remains the fastest growing export
market for the US, with exports increasing
nearly 40 percent in the first quarter of
2004, compared to 28 percent in 2003.

1/15/2005 US & FCS Beijing, China 10



U.S.
"OMMERCIAL
f Rl ICE

tates of America

(
S

Electronics Manufacturing

 16% share of worldwide electronics
production - $65 billion — is currently
performed in emerging markets;

e Emerging market based production will grow
by $60 billion during the next 3 years; 77% of
the new growth will be in China; as a result,
China’s share of global electronics production
will nearly double from 8% to 14% by 2005 —

surpassing Western Europe;
(World Bank sponsored survey)
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World Manufacturing Center
Clustering effect is obvious now In
electronics manufacturing

Huge market plus extremely cheap but
high quality labor make China’s model
hard to be duplicated by other countries
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Electronics Manufacturing

e Yantzi River Delta
— Shanghai, Wuxi, Suzhou, Changzhou

— Hangzhou-Large scale, capital intensive,
domestic market-oriented

 Pearl River Delta
— Guangzhou, Shenzhen, Xiamen
— SME, Export-oriented, labor-intensive

« Bohal Bay Area
— Beljing, Tianjin, Dalian, Qingdao
— Large MNC and Domestic Enterprises
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Best Prospects

High-end finished products (laptops, PDAS,
mobile phones, MP3 players, car audio -
Ipod)

Core technologies (audio video encoding
decoding chips, Mpeg - Veweb case)

Critical Components and parts (GE switches,
Tl pressure sensor ...

Innovative technologies (usb drive, little
optical mouse, energy saving, environment-
friendly — Honeywell Haier deal);

Equipment and tools — semiconductor, testing
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 Growing affluence of population

e Growing sophistication of demand

 Inclination for luxury

* Preference of imported products

 More expensive than in the States

e Larger profit margin, high purchasing
power
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Why Critical Parts and Core -
Technologies

e Large in size, but weak in technology
e Reliance on foreign technologies

e Mainly assembling (DVD, MP3, Digital Camera,
PC ...)

o Short term vs long term

e Uneven development of technologies
(semiconductor equipment, tester clips, GE switch
— Flurida case)

(Source: CCID)
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Why Innovative Technologies

e Low Investment in R&D
e Unfavorable environment for innovation

 Requirement of global markets
(environment, safety, health)

e Unsustainable growth pattern (energy
consumption, environment-damaging,
resource waste)
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3C Convergence and seamless life
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Exhibition Scale

r Standard Booths 1,200

I Exhibiting Area 25,000 m®

I Exhibitors 500 (Estimated)
I~ Visitors 60,000 (Estimated)
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Global Consumer Electronics & §
Opportunities for China

Retrospect

L e
— We had successfully hold the show for three times.
The total area is 70000 sg.m; altogether there were more than
S 1500 companies and 150 thousand persons take part in _the
show, among them about 20 thousand are foreign
businessmen. In the year 2004, about 61000 persons attended
the show and the volume of foreign business was 1.5 billion
and the volume of domestic business was 22 billion.

_lE-c_‘-‘:i\---.' "'!'--_

1/15/2005 US & FCS Beijing, China



Glebal Consumer Electronics &

Opportunities for China
|

Business VVolume

RMB 22 Billion

USD 1.5 Billion

Overseas Domestic
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Previous Participants

1.0verseas Chain Stores

BEST BUY KOJIMA CONAIR Fortress eBay Yamada (Japan) QVC (USA)
TATA (India) Broadway (HK) Shangxin Lianging Taiyi (Taiwan)
KINGFISHER (GB) Singapore IT Group Kastdat Quelle Ygeshi (HK)......

2.Domestic Chain Stores
Gome Sanlian Zhongyong Tongtai Shundian Five Star Suning ......

3.Domestic and Overseas Supermarkets
Walmart Metro Carrefour PriceMart Auchan Dashang Liqun Lianhua ...

128690

56663

Pomestic
[

™~

.-Overseas

2001 & 2002 SINOCES 2004 SINOCES
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Visitors structure in 2004

Gowermment official High-leveICompany

9%

Manragers

12%

PR&Me dia
10%

Campany
Becuiwes

9%

Purchasers

13%

Engireerirg,
Techndogy Service

Others
4%

and QC Personnel

Sles& market 129
Dewlopmert
R&D Per sonnel P
6% Personnel 259
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SPONSOrs

Ministry of Commerce, P. R. China

Ministry of Information Industry, P. R. China
Ministry of Science and Technology, P. R. China
Shandong Provincial Government

Overseas Sponsor

Consumer Electronics Association—CEA
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SINOCES 2005

China Electronic Chamber of Commerce
Qingdao Municipal Government

Japan Electronics & Information Technology
Industries Association-JEITA

Electronic Industry Association of Korea-EIAK

Overseas Cooperator

E. J. Krause & Associates, INC.
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B Portable Digital Devices

Offering you new accesses to information and giving you the pleasure of
working. Notebook computers, tablet PCs, pocket PCs, student PCs,
portable storage devices,etc.

B Mobile Communication Devices

Fully displaying the development trend for future wireless communication.
Mobile communication devices, telecom and network service, satellite
positioning systems, etc.

B2 New Electronics and Appliances

Showecasing new technologies and products. Vehicular electronics,
healthcare products, household security systems, various small appliances.
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SINOCES 2005

Major activities

B Consumer electronics industry summit forum—WEFEI
M Asia electronics forum

M Asia information electronics development forum—IAFA
W 3G Forum—China Mobile industry summit forum

W China flat TV industry forum

[l Net game and mobile game Competitions
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Comprehensive Package

e Fully furnished, nine square-meter booth(s)

« A prime location on the expo floor as part
of a “pavilion” of representative US
companies

« Pre-show region-wide marketing campaign
to buyers

e One-on-one briefing from a U.S. Embassy
commercial representative

 On-site counseling and support throughout
the show
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SINOCES 2005

e PLACE: Qingdao, Shandong Province,
China

e DATES: July 1 — 4, 2005. Registration
deadline is April 30, 2005.

e COST OF BOOTH: USD 1,960 fora 9
square meter booth (3m x 3m) within an
10-booth, 90 sg. m USA Pavilion
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Xianmin Xi, Senior Commercial Specialist at the
US Commercial Service

Phone: (86-10) 85296655 Ext. 829
Fax: (8610) 85296559

E-mail: )
SINOCES Organizing Committee

Phone: (86-532) 591-8556, 5918623, 5910269;
9918622; 5918159

Fax: (86532) 591-0214
E-mail:
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