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China online advertising i1s in a
‘Golden Era”

I
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Development of Traditional ads and online marketing
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§On|ine media exceeded radio and
‘magazine to become the third
largest marketing platform

§Continued rapid growth makes eye-
‘catching performance among all
‘kinds of media



Online ad market less concentrated
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elncome of 3 traditional portals increased but the market share declined

= Although the income of 3 traditional portal sites increased, but their market
share continued to decline

= According to iUserTracker data, viewing duration of the 3 portals accounts for
12% of the total internet, but their market size reached 40%

= Online ads are more and more decentralized, application software, online
games and small and middle sized websites will carry online ads




Average expenses in online Ad .
|ncreased S H AW % M@
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Number of advertisers increased 3.7% YOY to 3545 in 2006 while average
advertising expenditures increased 45.3% YOY to 1.31 RMB

The focus ad market shifts from increase of advertisers to increase of
advertising expenditures




Advertisers’ industry less
concentrated
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Online ad types diversified

I
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Marketing value extends
Status of online ads improved, the Trends : Media of different types
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Mainstream medias predominate ;
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online marketing )
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eLarge sites like portals and big vertical sites predominates online marketing

= Main services like online ads, online game, mobile value-added, search engine are
still concentrated in large scaled websites

= Online market will be less concentrated in the future. There will be no monopoly and
small and medium-sized vertical media will be more and more important



Portal sites are still the first choice

I
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Status of paid search marketing .
improved o e
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= Status of search engine marketing improved

=Growth rate of search engine market size is higher than online ads. Proportion of search
engine marketing gradually increased

<Compared with 2005, only Baidu and Google’s market share didn’t decrease. Baidu’s
market share is only smaller than Sina’s and is expected to exceed Sina’s this year
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Web?2.0 marketing gained :

elementary effects

Online
Video

Online
Community

Blog

Video ads market size reached 410 million RMB in
2007 and is expected to reach 2.49 billion RMB by
2010

Source:iResearch, 2007

Community ads market size reached 330 million RMB
In 2007 and is expected to reach 800 million RMB by
2010

Source:iResearch, 2006

Blog accounts reached 72.5 million in 2007 and is
expected to reach 128 million by 2010. The marketing
value is promising

Source:iResearch, 2007
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Online marketing tends to be :
diversified TR

2006 Maret size of online marketing in the USA
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<Trends in online advertising

= More diversification: rich media ads, video ads have great potential

= Results will be the most important. Online advertisement tends to be paid by
effect. Search ad, represented by CPC pricing, has a promising future

« Multi-way of payment: CPM. CPC. CPA and CPS
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User behavior changes

A I D A
Awareness: +Interest .  Desire . Acquire
A I S A S

Awareness  Interest | : Search : : Acquire : : Share

______________________________________________________________________
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Marketing changes......

Traditional push

. TV, Radio, Magazine, Outdoor
marketing

Traditional interactive
marketing

Direct Mail, Sales Promotion

New interactive
marketing

Online Marketing, Socialized Media

WEB2.0

Word-of-mouth
marketing

\nd experience, opinion leader

17



Web2.0 had been an important part
of online marketing

Global Websites Category

Ranking
1. Yahoo.com Portal
2. Google.com Search Engine
&, msn.com Portal
4. Youtube.com Podcasst
5 Live.com Search Engine
6. Myspace.com Online SNS
7. Facebook.com Online SNS
8. Orkut.com Online SNS
9. Wikipedia.org Wiki
10. Hi5.com Online SNS
11. Baidu.com Search Engine
12. Rapidshare.com Resource Sharing
13. Blogger.com Blog
14. Megaupload.com Resource Sharing
15. Friendster.com Online SNS
16. gg.com Portal
17. Yahoo.co.jp Portal
18. Microsoft.com Information Portal
19. Fotolog.com Online SNS
20. Ebay.com E-Business

Source: Alexa, 2007.10
©2007.10 iResearch Inc. www.iresearch.com.cn

¥ I & B %

According to latest Alexa data of
Oct 2007, of the top 20 websites
with the highest traffic, over 50%
are web 2.0 websites

Websites like Yahoo!, Google,
Baidu and Tencent are launching
more and more web 2.0 services

Web 1.0 and web 2.0 are
integrating, the boundary will be
increasingly blurred

i
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Online Advertising — an important ;
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Advertising will be the main
business model for web 2.0 services
like blog. New types of blog
advertisements will turn up.

way of web 2.0 marketing ey

2006-2010 China Online Video Ads Market Size
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24.9
15.5
3.5
41

1.7 ’—‘
| I

2008 x07e A08e XCYe 110

[ Marketzize (100 million RAE) —&— Grow th rate

Mote: Obtained by intarwiew =, just for references
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Since 2007, various video
advertising types continued to turn
up. Video advertisements will be
the main focus for online video

industry 19



Creative blog marketing

Advertising
Topic
marketing Enterprise
Blgo
oo HOW 2.0
= BLOG
Blog
Ad Community
Sponsor

Miniblog

I
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2007 is the first year for blog
marketing in China. Lots of
blog marketing cases
appear

Start topics, online ads and
buzz marketing are main
forms of blog marketing

More types of blog marketing
like enterprise blog PR, mini-
blog marketing, will be
maturing in China

i
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Community marketing strengthened

power of users

Stage of online marketing

In China
Picture Search Community, Multi-media
marketing - marketing marketing
1998-2003 2004-2006 2006-2007

China is in initial stage of social marketing and is exploring for business and

profit models

Marketing efficiency in different stages are distinct

X I & B % H

Stage of online

Characteristics

marketing

Picture One-way, low
marketing precision

Search Precision improved
marketing

Community,
multi-media
marketing

Interactive, word-of
mouth improved
efficiency

v

Products, services or events with socializing effects can attract large amount
of user to participate, bringing potential business value

21



RSS Marketing — a new product of ;
Web2.0 marketing STEEY

Portal or Search Web2.0
Vertical sites Engine e.g. Blog
Country Proportion of RSS marketing in
[ RSS ] company’s total marketing budget
Integration the USA | [ About 30% )
China Few or no

Online Offline WAP
RSS Reader RSS Reader RSS Reader

RSS is changing current information transmition. Two-way transmition is
replacing old one-way transmition

Technology development lets people to obtain the latest information
anywhere anytime, upgrading efficiency of transmition

China is in initial stage of RSS marketing. Understanding of RSS marketing needs
to be improved

22



Search Engine+ User Sharing=
Directed Interaction marketing

iUserTracker - Main Medias Contribution to Taobao's
Monthly PY in May 2007

245, com gq.com

others

sosoocorn 0 o L s SRR p e e e = 1
2.
5% | boiducom |
wozhongle. com 2T 1
ogm . SRS B
om.en
5.2
183, com
5.4

———————

10.57

Source & iUserTracker 2007 6 » based on the long-term monitaring of aver 50,000 smaples;
represents an overall behavioral stustion of 110 milion Chinese Internet users st home or at work.
excluding the public online places, such as internet cafes

Mote: Contribution to PY = PV from a certain sitedP from all other sites except Taohao

@007 10 Reseanch Inc.

wonnw Ireseanch. com.cn
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#» Chinese users have been used to

search products to purchase via
search engine

g Baidu, Yahoo China, Hao123 and

Google str the most frequently
used search engines for online
shopping

New search services like shopping
search, user recommendation,
system recommendation will
provider more directed and
customized services

Ei]
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Community — an important trend of
E-business

¥ W B WE EHA
. Taobao.com
)@Bf e B FE e G

222%)

W 2 45%
_J/* b dianping.com
M User sharing is an important trend
of E-business
M Revolution of E-business will take
,,qf"' et 55 place with the push of user
.j Garldi.com Sharlng

2% douba
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User sharing pushed development
of Web 2.0 marketing

2006 Factors Affects Buyers while Shopping Online
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MW More users tend to share their
own shopping experiences
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Value of Web 2.0 marketing

3 i

s & W ;K H

Right Time Seamless Control Rgally negded
Information
+ +
Realize the
Right Channel value of web Right Person

2.0 marketing

Available
Perfect Display Easy Operation anytime

anywhere
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Case—Community marketing of .
Tencent Sl e

M nternetis the key media of Coca-Cola recently. Pursuing the most popular
fashion and culture is the main reason for its marketing strategy. Online
marketing strengthened communication with customers.
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Integrated marketing strategy i

X B & W KHA
/ ~

MW Take QQ Show as core project, launch in-depth

cooperation
|
Resourc

h@ 3D- QQ Show
G b
Resour

me
Packaging

Online
Q-Zone

Online
QQ Theme Pac

L=\

Offline
Prepaid Card
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Face downloads achieved words-
to mouth marketing efflc:lency "

& BB &3 gmm‘z

[T= u:myf58531441)

MW Between 16 and 26 Jan
2006, the 3 Coca-Cola
magic faces have been
used 9.34 million times.

S~ . Letting the users choose QQ
. faces achieved words-of-

mouth marketing efficiency

(¢]

WRER || BEEAD| |ZAO || 2EG [
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T

Product placement marketing

£ FEi
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M 2 million clicks within 2 days

MW QO skin has been downloaded for 4.3
million times by Apr 2006
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Integrate online and offline

resources
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P Get free iCoke points by buying Coca-Cola, the points can buy 3D show
In online store. This activity increased sales directly.

32



Coca-Cola Web2.0 marketing

succeeded

MW impression of brand is over a billion times

M Covered over 200 million users and each
user is contacted more than 5 times on

average
M Attracted over 5 million users to exchange 3D

show. Suppose one 3D show needs 5 bottles
of Coca-cola, and 20% of the users
exchanged 3D show, the activity contributes
125 million RMB

MW Attracted over 10 million new QQ users
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C,omrﬁunity marketing i

MW Online game has similar elements as
real community. Part of real activities
can be put in online games to
enhance its community marketing
potential

User can choose items with ads that
they like, eliminating compulsion

MW Achieve marketing goal without
disturbing users
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Everyone iIs podcaster
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Encourage more people to make videos and be “podcaster”.
Activities like make videos, upload videos and vote by users
accelerate the development of video marketing



Word-of-Mouth Marketing in China
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Case: Word-of-mouth
marketing of a wine brand.

Effect: Customers know
Guoyi wine quickly and
are inspired with purchase
desire.

M The activity has been held

55569
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1260782

11371

twice by now and the
effect has been confirmed.
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It’'s an era of “you”

FERSON OF TIHE YEAR
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Yes, you.

You control the Information Age.
Welcome to your world.

i
X W E W K

It’s and era of “you”, a marketing
era that consider what customers
think

Web2.0 marketing is the main
direction for realizing customized
and directed marketing

Marketing is developing. Web 2.0
marketing is not the end, it will
develop as time goes by

Zi
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