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Preface

In 1997 state competent departments decidéet ©hina Internet Network Information
Center (CNNIC) organize relevant Internet entities to jointly carry out an Internet development
survey. Ever since then, CNNIC has published 31 statistical reports on Internet development in
China, and this report the 33 report. The Internet has become a key sector that affects the
development of our society and economy and changes people's lifestyle. All the reports of
CNNIC have witnessed the whole devel opment proce
With precise and objective data, the reports provide significant basis for government departments
and companies to understand the development of Internet in China and make relevant decisions.
Therefore, they have attracted much attention from all circles arediteen cited widely both at
home and abroad.

Since 1998, CNNIC has been issuing the Statistical Report on Internet Development in
China every January and July by convention. The continuous survey and study on the scale of
Internet users, structural feas, access modes and network applications were provided in the
339 report, which follows regular contents and style.

Data collection in this Report also received great support from the government, enterprises
and all walks of life. All surveys went smihdy under the guidance of the Ministry of Industry
and Information Technology, and data collection of basic resources was completed in time with
the close cooperation of Internet organizations, survey websites and media. We hereby express
our sincere grétude to all of them. Meanwhile, we would like to extend our sincere thanks to

Internet users who have participated in ouf 8@tistical survey on Internet development.

China Internet Network Information Center

January 2014
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Abstract

1. Basic Information

N By the end of December 2013, China has had 618 million Internet users, with a total of 53.58
million new ones. The Internet penetration rate was 45.8%, a growth of 3.7 percentage points
compared with the end of 2012.

N By the end of December 2013, China D million mobile Internet users, a growth of
80.09 million compared with that at the end of 2012. Among all the Internet users, the
proportion of those using mobile phones to access the Internet rose to 81.0%.

N By the end of December 2013, the rurabnet users had accounted for 28.6% of the total in
China, reaching 177 million, up by 21.01 million compared with the figure in 2012.

N Of all Internet users in China, those who surfed the Internet via desktop computers and
notebook computers accounted &9.7% and 44.1% respectively, slightly down compared
with 2012 by 0.8 percentage point and 1.8 percentage points respectively. Those who used
mobile phones to surf the Internet grew rapidly from 74.5% to 81.0%, an increase of 6.5
percentage points.

N Therewere totally 18.44 million domain names in China. Specifically, the .CN domain
names increased by 44.2% over the same period of last year to 10.83 million, and accounted
for 58.7% of the total domain names in ChiGaina has had 3.2 million websites e tend
of December 2013. The number has increased 0.52 million in the year with a growth rate of
19.4%.

N 93.1% of the enterprises used computers and 83.2% used the Internet to handle official
business in China by the end of December 2013, with a utilizeditom of fixed broadband
reaching 79.6%. Meanwhile, the enterprises carrying out online sales and online procurement
accounted for 23.5% and 26.8% respectively, and 20.9% of the enterprises carried out

marketing and promotion via the Internet.

3
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2. Trendsand Features

Growth of the Internet users in China is limited, and surfing the Internet with mobile
phones is still the main impetus of the growth of Internet users

By the end of December 2013, China has had 618 million Internet users, with a total of 53.58
million new onesThe Internet penetration rate was 45.8%, up by 3.7 percentage points over the
end of 2012. The penetration growth basically complied with thetgns in 2012, and the
overall growth of Internet users continuously to slow down. In the meantime, mobile Internet
users continued to maintain a good momentum of growth, and reached 500 million, with an annual
growth rate of 19.1%. Mobile phones contduto maintain their No. 1 position as the Internet
terminal. The high percentage of new Internet users surfing the Internet with mobile phones also
indicates the boosting role of mobile phones in the growth of Internet users. Of the new Internet
users in2013, up to 73.3% surfed the Internet with mobile phones, a percentage far higher than
that of the Internet users using other devices. Mobile phones are still the main driving force for the

growth of Internet users in China.

Internet development in Chinais transforming from "quantity” to "quality"

The Internet penetration rate in China was 45.8% by December 2013, up by 3.7 percentage
points over the end of 2012, and continued its slow pace of growth since 2011. On the whole, the
theme of Internet devgbonent in China has transformed from "increase of penetration" to
"deepened degree of usage”. The policies and environmental changes in recent years have also
provided strong support for the depth of usage. Firstly, the national supporting policy has been
issued. In 2013, the State Council issued Some Comments of the State Council on Facilitating
Information Consumption and Expanding Domestic Demand, indicating the role of Internet in the
overall economy and society. Secondly, Internet has better combbedfl itith traditional
economy, such as its good applications in shopping, logistics, payment or even finance. Thirdly,
Internet applications have gradually changed people's life style, and have had a significant impact

on people's basic necessities of.life

Rapid development of highflow mobile phone applications
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In 2013, the services requiring high flow, such as mobile phone video and music, grew
rapidly. Specifically, the users of mobile phone video grew significantly. The number of users who
used mobie phones to watch video online or download video was 247 million in China by the end
of December 2013, an increase of 112 million over the end of 2012, or a growth rate of up to
83.8%. Mobile video has risen to the fifth major application of the moligeriat. The utilization
ratio growth of the mobile highow applications is mainly attributed to three factors. Firstly,
users have tended to use mobile phones as their Internet access devices, and the overall Internet
users have a continuously lower cartgr utilization ratio. Secondly, the basic environment of
usage has improved, such as the development of smart phone and wireless network which have
attracted more users to surf the Internet with mobile phones. Finally, the Internet access cost has
reducel, such as lower Internet access expenses, monthly package cooperation between video
operators and internet operators, and other measures which have helped reduced the threshold of

use of mobile video.

Rapid development of comprehensive platform applications based on social contact

In 2013, the Internet applications such as Microblog, social networking sites and forums had
a lower utilization ratio, while the platform applications related to instansagésy based on
social contact elements developed steadily. The detailed figures show that the Microblog users
dropped by 27.83 million, and the utilization ratio dropped by 9.2 percentage points in 2013. The
overall instant messaging users, however, ged82 million with the boost of mobile end, up by
64.4 million over the end of 2012 and with a utilization ratio of up to 86.2%, maintaining the No.
1 position. The mobile instant messaging developed rapidly, because on the one hand, instant
messaging isvell integrated with mobile communication, on the other hand, such applications as
information sharing, communication, payment and finance have been added based on social

contact elements, which has greatly increased user stickiness.

Sluggish growth of Internet game users vs. rapid growth of mobile online game users

The growth of Internet game users slowed down significantly in 2013. The utilization ratio
by Internet users dropped from 59.5% in 2012 to 54.7%. The number of Internet game users was
338 milion, with an increase of 2.34 million only. Different from the overall size of Internet game

P
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users, the mobilend Internet game users grew rapidly. The number of mobile online game users
in China had reached 215 million by the end of December 2013segpireg a growth of 75.94
million, or 54.5%, over the end of 2012. The sluggish growth of users in the overall industry and
the rapid growth of mobitend game users indicate that more users are shifting from the computer
end to the mobile end in the gaimdustry, and that the impact of mob#&ead online games on the

PG-end online games begins to emerge.

Sustained growth of online shoppers, with group purchase as the highlight

Business applications continue to maintain a high development speed, whattiaslarly
prominent in online shopping, as well as the similar group purchase. In 2013, the number of online
shoppers in China reached 302 million, with a utilization ratio of up to 48.9% and representing a
growth of 6.0 percentage points over 2012e Tiumber of group purchase users reached 141
million, with a utilization ratio of 22.8% and representing a growth of 8.0 percentage points over
2012. With an annual growth of users by 68.9%, it is the most rapidly growing business
application. The rapid delopment of business applications is closely related to the improvement
of payment and logistics and the boosting of the whole environment, while the "reverse" growth of
group purchase means that group purchase has entered a rational developmentteetioel af

savage growth.

Steady progress of Internet basic applications and improvement of -lsusiness
applications for SMEs

On the whole, the application of computers and Internet are satisfactory among the Chinese
enterprises, but stress should be laidndicro-businesses. In terms of Internet basic applications,
the gap between the enterprises in East China and those in West China has slightly narrowed, but
the gap between Central China and other regions is still big. Online marketing still accoants for
small proportion for the Chinese enterprises, while instant messaging tools, search engines and
e-business platforms are the top three ways of promotion. With an enormous user base, strong user
stickiness and diversified management tools, instant mesgssgpls have become the important
tool in corporate marketing. In terms of the consumer behavior mode, the search behavior directly
points to buying, and-Business platforms are just the place for such purchasing behavior. With

The 33" Statistical Report on Internet Development in China
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limited marketing and proation costs, SMEs are apt to select a way with controllable investment

and high cost performance.
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Chapter | Introduction

|. Survey Methodology

(I) Survey on Individual Internet Users
1.1 Survey Population

Permanent residents 6 years of age or above who havdifirgelephones (including home
phones, PHS and dormitory telephones) or mobile phones

N Sample size

Totally 60,000 survey samples in which 30,000 for fikiad telephones and the other
30,000 formobile phones, covering 31 provinces, autonomous regions and municipalities directly
under the Central Government in Mainland China.

N  Division of survey population

A C B

The survey population can be divided into three categories:

Subpopulation A: Survey subpolation using fixedine telephones (including residents with
home phones, PHS users, students with dormitory telephones, and other users with dormitory
telephones);

Subpopulation B: Survey subpopulation with mobile phones;

Subpopulation C: Survey subpdation with both fixedine telephones and mobile phones

(there is overlap between subpopulation A and subpopulation B, the overlapped part is

10 |
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subpopul ation C), C=AZB.

1.2 Sampling method

CNNIC surveys subpopulation A, B and C. Double sampling is addptebie survey so as
to cover more Internet users. The first sampling frame is subpopulation A, the people with
fixed-line telephones. The second sampling frame is subpopulation B, the people with mobile
phones.

For the survey population with fixdohe telephones, stratified twstage sampling is
adopted. To ensure the sufficient representation of samples, the whole country is divided into 31
tiers according to the province, autonomous region and municipality directly under the central
government and theampling is made independently at each tier.

The selfweighted sampling method is adopted for each province. The sample sizes are
allocated for each district, city and prefecture (including the governed districts and counties) in
accordance with the propion of the people at the age of 6 or above in the city covered by
fixed-line telephones in the total population covered in the whole province.

Sampling in subpopulation B is the similar to that in subpopulation A. The whole country is
divided into 31 iers according to the provinces, autonomous regions and municipalities directly
under the central government, and sampling is made independently in each tier. Samples are
allocated in accordance with the proportion of the residents in each district to aiigke the
sample allocation in each province conform to theweifjhting method.

To ensure the residence fixtide telephones are taken with almost the same probability in
each district, city or prefecture, that is, the local number with more residéxedline
telephones have will more likely be taken, and for easier operability in the visit and
implementation work, the residence fixite telephone numbers in each district, city and
prefecture are taken according to the following procedures:

The survey of the subpopulation with mobile phones is to take all mobile phone local
numbers in each district, city and prefecture; then certdigitnumbers are generated randomly
based on the valid sample size in each district, city or prefecturehandcéombined with the
mobile phone numbers in each district, city or prefecture to form a number library (local number

+ the random 4ligit number); randomly order the number library; dial and visit the randomly

P
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ordered number library. Survey of the subplagion with fixedline telephones is similar to that
of the subpopulation with mobile phones: a random number is generated to form a telephone
number with the local number, and then these numbers are dialed and visited. To avoid repeated

sampling, only th people with fixedine telephones are visited.

1.3 Survey method

The computeassisted telephone interviewing (CATI) system is adopted for the survey.

1.4 Differences between survey population and targeted population

A study for the population who are not covered by telephones in 2005 by CNNIC shows that
Internet users are very few in this subpopulation. Currently, the subpopulation is downsizing
gradually with the development of our telecom industry. In this survese is an assumption, i.e.

Internet users who are not covered by fiXeé telephones and mobile phones are

negligible.

(Il) Enterprise Survey

2.1 Survey target

The overall targets of the telephone survey are those enterprises which have regigtered w
industry and commerce administration authorities at all levels, and obtained the License of
Business Corporation and the corporate capacity in accordance with Administrative Regulations
of The People's Republic of China Governing the Registration ghlL€orporations and

Regulations of the People's Republic of China on Administration of Registration of Companies.

2.2 Sampling method

This survey adopts the approach of stratified random sampling.

2.2.1 Standard for regional stratification

Thirty-oneprovinces, municipalities directly under the Central Government and autonomous
regions are divided into Eastern China, Central China, West China and Northeast China based on

their economic development according to relevant standards issued by Nationali Bfire

The 33" Statistical Report on Internet Development in China
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Statistics of the PRC:

1 East China consists of 10 provinces, municipalities directly under the Central

Government and regions, namely Beijing, Tianjin, Hebei, Shanghai, Jiangsu, Zhejiang,

Fujian, Shandong, Guangdong and Hainan.

1 Central China consistof 6 provinces, namely Shanxi, Anhui, Jiangxi, Henan, Hubei

and Hunan.

1 West China consists of 12 provinces, municipalities directly under the Central

Government and regions: Inner Mongolia, Gangxi, Chongqging, Sichuan, Guizhou,

Yunnan, Tibet, Shaanxi, @au, Qinghai, Ningxia and Xinjiang.

1 Northeast China consists of 3 provinces: Liaoning, Jilin and Heilongjiang.

2.2.2 Standard for industrial stratification

Business entities are divided into eighteen major industry categories according to the

statistichstandard issued by National Bureau of Statistics of the PRC. Based on the similarity and

differences in the use of Internet by industries, CNNIC combines the eighteen major industry

categories into nine industrial categories:

No.

Industry name

Agriculture, forestry, animal husbandry, and fishir

Mining

Production and supply industries for electric pow:
fuel gas and water

Manufacturing

Construction

Transportation, storage and postal services

Information transmission, computer service anq
software

Finance

Leasing and commercial service

Wholesale and retail

Accommodation and catering

Resident service and other services

Real estate

Scientific research, technical service and geologi
survey

The 33" Statistical Report on Internet Development in China
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Water conservancy, environment and public facil
management

Education

9 Health, social security and social welfare

Culture, sports and entertainment

Cross stratification is conducted by two indicators: region and combined industries, with a
total of 4*9=36 layers. Samples are equally distributed at each layer according to the distribution
of business entities by province, city and industry in the sk@monomic census in 2008.
Business entities are randomly sampled from each layer for investigation, and the ultimate

effective samples cover a total of 6000 enterprises.

2.3 Implementation method of the survey

This project adopts the approach of Comapufissisted Telephone Interview (CATL
Randomness and accuracy of the survey are controlled as follows:

1) Calls are made from 9 am to 6 pm on working days.

2" After the survey is accomplished, the telephone investigation company is asked to provide
thedetailed dialing information of all the phones for random checks.

3) To avoid the randomness being influenced by thatpatigh rate, numbers that cannot be
connected will be dialed for at least three times.

4) To avoid the i nerbonatpesmective to the mvestigation,gtast or 6 s
stated that items that are not needed to be read out cannot be given any prompt and the questions
should be asked properly.

5) After telephone survey, the data are-precessed to check the logical relation between

the value of a variable and the variable itself. Unqualified samplings shall be all deleted.

(111) Online Survey

Online survey focuses on the use of typical Internet applications. CNNIC conducted online
survey from December 10 to December 31, 2013. The questionnaire is on the CNNIC website,
and the links are available on government websites and major websites af [Btémet users

voluntarily participated in and filled out the questionnaire. After the questionnaires were returned,

The 33" Statistical Report on Internet Development in China
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guestionnairesdéd wvalidity is verified and i nval]

techniques.

(IV) Automatic Online Search and Data Report

Automatic online search is used to conduct technical statistics about quantity of domain
names and websites, and their geographical distribution. Statistical data for reporting mainly
includes the number of IP addresses and internationahétteandwidth.

4.1. Total number of IP addresses

The data of IP addresses counted by province come from the IP address databases of
Asia-Pacific Network Information Center (APNIC) and CNNIC. Registered data that can clearly
distinguish the provinces ofd¢haddresses in each database can be added respectively by province
to generate data of each province. As address allocation is a dynamic process, the statistical data
are only for reference. The Ministry of Industry and Information Technology, as thealatio
competent department for the administration of IP addresses, will require IP address allocation
organizations (such as China Telecom) to report the IP addresses they own biannually. To ensure
accuracy of IP data, CNNIC will compare and verify APNIQistizal data and the reported data

to confirm the final quantity of IP addresses.

4.2. Total number of domain names and websites in China
Total number of domain names and websites in China can be derived from:
Number of domain names: The number of donmreames with .CN and[.  comes from
CNNIC database; and the number of gTLDs comes from the data released by WebHosting.Info, a
domain name statistical agency.
Number of websites: It is worked out by CNNIC according to the list of domain naimes.
list of domain names with .CN and . comes from the CNNIC database, while the list of

gTLDs comes from relevant international domain name registries.

4.3. International Internet bandwidth

The Ministry of Industry and Information Technology can regularly ohttaénnumber of

15
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total bandwidths of Internet connecting Chinese carriers with other countries and regions through
the report system of telecom enterprises. The reported data are included in the Statistical Report

on Internet Development in China.

lI. Definitions of Terms in the Report

N INTERNET USERS: Chinese residents six years of age or above who have used
Internet in the past 6 months.

N Mobile INTERNET USERS: Internet users who have used mobile phones to
access and surf Internet in the past 6 months, but not limited to those surfing Internet via
mobile phones only.

N Computer INTERNET USERS: Internet users who have used computer to access
and surf Internet inhie past 6 months, but not limited to those surfing Internet via computers
only.

N Rural INTERNET USERS: Internet users who have been living in rural areas of
China in the past 6 months.

N Urban INTERNET USERS: Internet users who have been living in urbanafreas
China in the past 6 months.

N IP ADDRESS: As the basic resource in Internet, the IP address functions to identify
online computers, servers and other devices on Internet. Connection with the Internet can be
realized only when an IP address (in any foisrgcquired.

N DOMAIN NAME : Domain name in the Report only refers to the English domain
name, which is a string comprised of numbers, letters, and hyphemsl (separated by dots
(). It is a hierarchical structural Internet address identifier correspprdithe 1P address.

The common domain names are divided into two categories: country coldee¢bdomain

(ccTLD), such as the domain names ended with A0
top-level domain (gTLD), such as the domain names ended wifi . COMO , A. NETO al
i. ORGO.

N WEBSITE: | t refers t o t he we b sites wi t h dom

domain nameodo as the web addr e seveldoinainmamedi ng t he

The 33" Statistical Report on Internet Development in China
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A. CNo and gTLD. The regi st royoftPR.G.fForexamplewebsi t e

for the domain name of ficnnic.cno, it has onl
address is fAcnnic.cno or Awww. cnni c. cno. Ot hel
Amail .cnnic.cnd with sucégarded asdaiffenentcremelsohs t he
the website.

N Enterprises/ SMEs: The enterprises mentioned in this report all refer te anuhll
mediumsized enterprises (SMEs), and privatelyned businesses are excluded in
accordance with the definition stated in thHegulations on the Standard for the
Classification of Smalland Mediurrsized Enterprisegointly issued by the Ministry of
Industry and Information Technology, the National Bureau of Statistics of China, the
National Development and Reform Commission ahd Ministry of Finance. In the
Regulations on the Standard for the Classification of Sraall Mediurssized Enterprises
SMEs are classified into three types: medisized, smalkized and minsized. The specific
criteria are determined in accordancge wvi s uch iindicators as enterrg
operating income and total assets as well as industry characteristics.

N Scope of survey:Unless otherwise expressly indicated, data in this Report only
refer to mainland China, excluding Hong Kong, Macaa Baiwan.

N Deadline of survey data: The deadline of the statistical survey data is 31

December 2013.

17
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Chapter || Sizeand Sructural
Features of Internet Users

|. Size of Internet Users

(I) Overall Size of Internet Users

By the end of December 2013, China has had 618 million Internet users, with a total of
53.58 million new ones. The Internet penetration rate reached 45.8%, rising 3.7 percentage

points over the previous year. Growth of the population of Internet useligueEghto slow

down.
Size of Internet users in China and Internet penetration
10,000 people 45.8%
42.1%
75000 38.3%

34.3%

61758

28.9%
51310

50000

56400
45730
16.0% 38400
8.5% 29800
25000 21000
11100 13700 l

2005 2006 2007 2008 2009 2010 2011 2012 2013

wessss Number of ~ —3¢— Internet penetration
. Intermet-nsers ,

Source:  CINNIC Statistical Survey on Internet Development in China 2013.12

Figure 1 Size of Chinese Internet users and Internet penetration rate

The growth of the size of Internet users in China in recent years is mainly attributed to the
following four factors: Firstly, the government of Chinmas formulated a series of policies on the
information field, and continuously strengthened construction of basic network facilities,
providing good basic network conditions for Internet access. Secondly, operators and major

manufacturers have actively fitated Internet application and development, sped up penetration
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of network applications into social life, such as taxi taking and payment, better combined online
applications with offline applications, and attracted more people to use the Interndty, Thir
traditional media and new media have strengthened interaction, increased the awareness of the
entire society about the Internet, and boosted more people to use the Internet. Fourthly, the
sociability of network applications and the convenience oaiistommunication have expanded

the impact of Internet users on rimiernet users while increasing stickiness of Internet users, and
facilitated noninternet users to become Internet us@isthese factors have jointly boosted the
growth of Internet ugs, especially the continuous increase of mobile Internet USéthe new
Internet users in 2013, up to 73.3% surfed the Internet with mobile phones, a percentage far
higher than that of the users using other devices, which means mobile phones taee ratilin

driving force of the growth of Internet users in China.

With the increasing saturation of the Internet penetration, the theme of Internet development
in China has transformed from "increase of penetration" to "deepened degree of usage". The
policies and environmental changes in recent years have also provided strong guarantee for the
depth of usage. Firstly, the national guaranteeing policy has been issued. In 2013, the State
Council issued Some Comments of the State Council on Facilitating EtiormConsumption
and Expanding Domestic Demand, affirming the role of Internet in the overall economy and
society. Secondly, Internet has better combined itself with traditional economy, such as its good
applications in shopping, logistics, payment orrefiaance. Thirdly, Internet applications have

led to new social lifestyles, and have had a significant impact on people's lives.

Use of Internet devices by new Internet users in 2013

80% 73.3%
60%
40%
28.7%
0
0% -
Desktop computer Notebook computer Mobile phone
Source: CNOJIC Statistical Survey on Internet Development in China 2013.12

Figure 2 Usage of Internebased Devices of New Internet Users
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The analysis of the Internet access intentionasfinternet users in the future shows that in
2013, 11.9% of nointernet users said they would definitely or be likely to surf the Internet in the
coming six months, which is similar to the figure by the end of 2012, and indicates that potential
Interng users with Internet access intention among-indernet users have gradually turned
themselves into Internet users; 13.7% of-hternet users said they were not sure whether they
would surf the Internet in the future, a figure slightly higher thanligahe end of 2012. The
percentage of those who would definitely not or probably not surf the Internet dropped slightly,
which indicates that those users who have no Internet access intention améngmat users
have begun to have the intention, dahdse people will also become the important source of the

growth of Internet users in the next phase.

Intention of non-Internet users to surf the Internet

Definitely will a— Not il Definitely will not
== fpiobably will It ange Torobably will not
90%
78.1%
68% 0 77.3% 74 5%
- 72.9%
65.0%
45%
539 17 5% 16.3% 17.0% 3640 o 13.7%
17.5% = :
14.3% 10.2% 9.3% 9.4% %
0% 11.9%
2011.6 2011.12 2012.6 2012.12 2013.6 2013.12
Source: CINNIC Slulrisliczll Survey on Internet Development in China 2013.12
Figure3Nonl nt ernet usersod intention to use

Gradual improvement of the Internet infrastructure, convenience of netwogksaand
decrease of Internet terminal costs have kept reducing the factors which hindietenogt users
from surfing the Internet, such as network devices and network conditions, while the percentage
of the factors of "too old/too young" and "don't knbaw to use computers and networks" have
kept increasing. This indicates, on the one hand, that it will be more difficult to penetrate the
Internet in the future, and the population susceptible to transformation have become increasingly
saturate, on the lo¢r hand, that the ability to use ICT (Information Communication Techriology

is still the focus of the further penetration of the Internet, and more efforts should be put into the
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Internet education and popularization in the future.

Surfing the Internet with mobile phones will still be the important factor that boosts the
growth of Internet users in China. Mobile phones have a lower a technical threshold compared
with computers, and are an important way for the Internet to penettateural areas and the
low-income population. In the course of popularization of surfing the Internet with mobile phones,
operators will still play their boosting role, and facilitate mobile phone users to transform to
mobile Internet users via the netikgrackages and promotion of 3G numbers. For residents in

rural areas and other relatively backward areas, more applications related to rural life should be

developed while the Internet access via mobile phones is promoted, so as to increase the interest

of rural residents in the Internet and facilitated them to use the Internet.

easons for non-Internet users’ nonuse of the Interne
R i Int t 4 f the Int t

80%

g%  57.5%581%

40%
20.6%
20% 18.6% 18.0% 17.4%
11.7%10 0% 10-8%10 5%
T o
0% =}
Do not know how  Too old/ No devices to No access to No time to No_ need/
to use computers 100 young access Internet  Internet locally  surf the Internet no interest
/metworks such as computer
®2012 2013
Source: CN'C Statistical Survey on Internet Development in China 2013.12

Figure 4 Reasons for naeimternet users not to use the Internet

On August 1, 2013, the State Council issued the "Broadband China" Strategy and
Implementation Plan, wbh emphasized better strategic guidance and systematic deployment,
rapid and healthy development of the broadband infrastructure in China, and more efforts in
AFi ber to the Homed, access to broadband in
organizations. It is foreseeable that construction of basic network facilities will continue to be
enhanced, and the service capability of network infrastructure will be improved in the future. The
all-inclusive and multidimensional network access suppdttboost the sustained growth of

Internet users in China and the further penetration of network applications, and facilitate

rur a
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technological development and application innovations of the Internet in China.

(1) Size of Mobile Internet Users

By the end b December 2013, China had 500 million mobile Internet users, a growth of
80.09 million compared with that at the end of 2012. Among all the Internet users, the proportion
of those using mobile phones to access the Internet rose to 81.0% from 74.5%, randlikr of
mobile Internet users grew steadily.

The size of mobile Internet users grew continuously, because the popularization of 3G,
development of wireless network and falling prices of smart phones have laid a good foundation
for internet access viaohile phones, and have facilitated Internet users to use various mobile
phone applications. Those who have limited network or terminal access, in particular, have been
provided with the possibility of accessing the Internet. According to the data releadkd
Ministry of Industry and Information Technology, the sales of smart phones to dealers in China
reached 348 million units from January to October 2013, and the sales grew rapidly; the number
of 3G mobile telephone users reached 386 million by Nover2d3, a growth of 154 million
over the same period of last year. On the other hand, the diversity andadilegmature of
mobile phone application services, especially the new instant messaging tools -aelatéfd
applications, have further expandibe impact of internet access via mobile phone on dalily life,
and improved the stickiness of mobile Internet users to Internet access while meeting the
diversified living needs living needs of Internet users.

With the rapid popularization of smart terrais, lower service fees of telecommunication
network and increasingly complete coverage ofRi\iinternet access via mobile phone has
become the main impetus of the Internet development. It has not only facilitated the Internet
penetration in China, butsd generated more new applications, reconstructed the business mode

of traditional industries, and resulted in the rapid growth of the Internet economy scale.

The 33" Statistical Report on Internet Development in China

)



China Internet Network Information Center ¢ NI

Size of mobile Internet users in China and its proportion in Internet users

10,000 people
75000 100%
81.0%
60000 14.5% 80%
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35558
30274
30000 2334 40%
24 0%
15000 11760 20%
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0 - T i : | ; r 0%
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Size of mobile o Proportion of mobile Internet users

Internet users in total Internet users

Source: NI( Statistical Survey on Internet Development in China
201312
2013.12

Figure 5 Size of Mobile Phone Internet Users

(111) Size of Internet Users in Provinces

In 2013 the size of Internet users grew by a certain margin in all provinces and
municipalities. Of the 31 provinces, municipalities directly under the Central Government and
autonomous regions, 25 have had up to ten million Internet users, and 13 hare Ihsainet
penetration which is higher than the national average level, including newly added Qinghai
Province and Hebei Province compared with 2012 whose Internet penetration was 47.8% and
46.5% respectively.

The regional differences of Internet dey@ient in China still existed in 2013. The Internet
penetration rate was relatively high in Beijing, Shanghai, Guangdong, etc, higher than 65%, and
relatively low in Jiangxi, Yunnan, Guizhou, etc., lower than 33%. In 2013 Internet users grew the
fastest inthose provinces with relatively low Internet penetration, such as Jiangxi, Yunnan,
Guizhou and Henan, while Internet users grew slightly slower in those regions with relatively
high Internet penetration, such as Beijing, Shanghai and Guangdong. Withctkasing
popularization of the Internet devices and further implementation of the broadband network
program, the regional differences in the Internet development in China will be further reduced in

the future.

©
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Tablel Size of Internet users and penetration rate of Internet in provinces (municipalities directly under

the central government and autonomous regions) of the Mainland China between 2012 and 2013

1683 70.7% 4.8%

2402 64.1% 5.4%

3330 60.8% 3.4%

4095 51.7% 3.6%

1755 48.6% 10.4%

3389 46.5% 12.7%

1689 45.0% 8.9%

1293 43.9% 8.2%

43.7% 9.7%

1163 42.3% 9.5%

1774 37.9% 11.9%

2410 36.3% 9.5%

2835 35.1% 10.7%

34.7% 12.5%

1528 32.8% 15.7%
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1468 32.6% 15.9% 31

B - 15 % o 55 .

(IV) Size of Rural Internet Users

By the end of December 2013, the rural Internet users had accounted for 28.6% of the total
in China, reaching 177 million, up by 21.01 million compared with the figure in 202213 the
rate of growth was 13.5% for rural Internet users and 8.0% fonunbarnet users, with the gap

between urban and rural Internet users continuously narrowing.

Urban and rural structure of Internet users

80% 72.4% 71.4%
60%
40%
27.6% 28.6%

S . .

0%

Urban Rural
"2012 "2013

Source: CN'C Statistical Survey on Internet Development in China 2013.12

Figure 6 Urbanrural Structure of Chinese Internet Users

With the urbanization process in China in recent years, the proportion of the rural population
in the total population has dropped continuously, but the proportion of rural Internet users in the
total Internet users has kept rising in China, which hasateftl the achievement made in the
Internet popularization in rural areas. In 2013, the Internet penetration in rural areas in China
reached 27.5% and extended the trend of growth since 2012. The gap between cities and rural
areas in terms of Internet poptikation has further narrowed, and rural areas are still the

important impetus for the growth of Internet users in China at present.
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Internet penetration and urbanization process for urban and rural residents in China
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Figure71 nt er net penetration and urbanization proc

[l. Attributes of Internet Users

() Gender Structure

By the end of December 2013, the sex ratio of Internet users was 56:44, similar to that of
2012.The sex ratio of the Internet users in China basically remains stable under the impact of the

huge base numbef Internet users.
Sex structure of Internet users

60% 55.8%  56.0%

44 2% 44.0%

40%
20%
0%
Male Female
#2012 #2013
Source: CN'C Statidtical Survey on Internet Development in China 2013.12

Figure 8 Gender Structure of Chinese Internet Users
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(I1) Age Structure

Internet users aged 2 have accounted for 31.2%, the largest proportion, of the total

Internet users by the end of December 2013, and have ars#tnilature to that by the end of

2012. The proportion of lovage and advanceafje Internet users increased slightly, meaning that

the Internet was becoming more and more popular.

Age structure of Internet users
40%
304% 31.2%

30%
24.0% 24.1% 2%3%

23.9%

12.4%
12.1%
, - —

20%

10%

17% 1.9%
i1 I

Under 10 10-19 20-29 30-39 40-49 50-59 60 and above
"2012 "2013
Source: (CNWIC Statistical Survey on Internet Development in China i

Figure 10Age Structure of Chinese Internet Users

(111) Education Structure

As of December, 2013, Internet penetration rate among people with an education background

of high school or above has attained a comparatively high level, and the growth possibility would

be limited in the futureThe population with pmary school education or below accounted for

11.9% in 2013, slightly rising compared with 2012 and maintaining a growth trend. The Internet

users in China continue to cover the population with low levels of education.

Education structure of Internet users

40% 35.6% 36.0%
32.3% 34 994
30%
20%
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ource: CPWIC atistical Survey on Internet Development in China 310

Figure 11EducationStructure of Chinese Internet Users
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(IV) Occupational Structure

Students are still the largest population among the Internet users in China, accounting for
25.5%. The Internet penetration has been high among this populationenfpddyed
persons/freelanseare the second largest population among Internet users, accounting for 18.6%.
Managers account for 2.5% and general employees account for 11.4% of the total Internet users in

companies and enterprises.

Occupational structure of Internet users
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Figure 12ccupational Structure of ernet users

(V) Income Structure

Internet users with a monthly inconfeof 200:3000 yuan and 3005000 yuan are of the

! Specifically, the income of students includes living allowances provided by families, salary earned from
work-study programs, scholarships and oth&he income of peasants includes the living allowances provided by
children, income of agricultural production, and government subsidy. The income of those who are jobless, laid
off or unemployed includes the living allowances provided by children, goesrnmelief and subsidy, pension,

and subsistence allowances. The income of retirees includes the living allowances provided by children end
pension.

L“]
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biggest size, and account for 17.8% and 15.8% respectively. Internet users with a monthly income

of 500 yuaror below or no income account for 20.8%.

Structure of individual monthly income of Internet users
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Figure 135tructure of Monthly Income of Chinese Internet Users

l1l. Access Modes

(I) Internet Access Devices

In 2013 Internet users who used mobile phones to surf the Internet kept growing, oising fr
74.5% to 81.0%, a growth of 6.5 percentage points. The proportion of the Internet users who used

desktop computers or notebook computers to access the Internet dropped slightly.
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Internet access devices of Internet users
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Source: CN'C Statistical Survey on Internet Development in China 2013.12

Figure 14nternet Access Devices
(I1) Locations to Surf the Internet

In 2013 the Internet users who accessed the Internet from such locations as homes, Internet
bars or schools dropped slightly by 1.9, 3.7 and 4.4 percentage points respectively. Specifically,
Internet users who accessed the Internet via computehaol dropped by the largest margin,
mainly because the smauhone prices and the network service fees have dropped, enabling more
students to access the Internet via mobile phones. Diversified Internet access devices and
convenient network access haf@ther reduced the proportion of Internet users who use

computers to access the Internet.

Locations where Internet users use computers for Internet access
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Source: (CNWMIC Statistical Survey on Internet Development in China 2013.12

Figure 19 ocations for Internet users to surf Internet on computers

2,
30 '@& The 33" Statistical Report on Internet Development in China



China Internet Network Information Center ¢ NI

(111) Online Duration

In 2013 the online duration of Internet users in China per capita per week reached 25.0 hours,
an increase of 4.5 hours over the previous year. The online duration of Internet users has kept
increasing in recent years, especially in 2013 when the onlirsiaiu increased the most. In
2013 the rapid development of \WWi and 3G network better satisfied the needs of Internet users
to use various applications. The use of ldige applications, in particular, has increased the
Internet users' duration of ugivarious applications. In addition, diversified Internet applications
have enabled mobile Internet users to shift from relatively simple applications, such as
fragmented reading and news, to those applications with long duration and great stickiness, such
as social contact and living service applications, all of which have increased the overall use

duration in terms of application coverage.

Weekly average online duration per Internet user in China

Hours
30
25.0
20.5
20 18.3 18.7
10
0 L 1 1 Il J
2010 2011 2012 2013

Source: CNIC Statistical Survey on Internet Development in China
2013.12

Figure 18Meekly Average Online Duration of Internet Users
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Chapter |11 Fundamental I nter net
I €sourCces

|. Overview ofFundamental Resources

China has 330 million IPv4 addresses and 16670/32 of IPv6 addresses at the end of
December 2013.

There were totally 18.44 million domain names in China. Specifically, the .CN domain
names increased by 44.2% over theegeriod of last year to 10.83 million, accounting for
58.7% of the total domain names in China.

There were altogether 3rillion websites, an increase ©9.4% compared with that in the
same period of last year

International Internet bandwidth reach8d06,824Mbpsan increase 0¥9.3% compared

with that in the same period of last year

Table 3. Comparison of Internet Fundamental Resources in China between 2012 and 2013

Annual
December )
December 2012 Annual ncrement | growth
2013
rate
IPv4 330,534,912] 330,308,096 -226,816| -0.1%
IPV6 (piece/32 12,535 16,670 4,135 33.0%
Domain name 13,412,079 18,440,611 5,028,532 37.5%
Including .CN domain name 7,507,759 10,829,480 3,321,721 44.2%
Website 2,680,702 3,201,625 520,923 19.4%
Including .CN website 1,036,864 1,311,227 274,363 26.5%
International internet bandwidth (MBps 1,899,792 3,406,824 1,507,032 79.3%

)

Il. IP Addresses

By the end of December 2013, the number of IPv6 addresses in China had reached 16670/32,

a 33.0% growth compared with that of the same period last year, ranking the second worldwide.

The 33" Statistical Report on Internet Development in China



China Internet Network Information Center NI

Number/32 Number of IPv6 addresses in China
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Source: CNWIC Statistical Survey on Internet Development in China

Figure 1@8Number of IPv6 addresses in China

The total number of IPv4daresses in China remained basically unchanged, reaching 330

million by the end of December 2013.

Number of IPv4 addressES in China and its growth rate
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Figure 18Changes in IPv4 address resources in China

1. Domain Names

Stimulated by the increase in.CN domain names, the total number of duanaés in China

increased to 18.44 million, growing by 37.5% year on year.
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Table 4 Number of domain names in each category

Number Proportion in total domain names domain name:
CN 10,829,480 58.7%
COM 6,311,480 34.2%
NET 743,996 4.0%
T 274,553 1.5%
ORG 164,476 0.9%
INFO 64,515 0.3%
BIZ 51,742 0.3%
Others 369 0.0%
Total 18,440,611 100.0%

Note: gTLDs come from the data released by WebHosting.Info (a statistical organ) on

December 30.

The number of .CN domain names had reached 10.83 niiljidhe end of December 2013,
increasing by 44.2% year on year and accounting for 58.7% of all domain names of China;
and .COM domain names were 6.31 million, taking up 34.2%. In addition, theTtotaldomain
names reached 270,000.

Table 5 Number of .CN doain names in each category

Number Proportion in total CN domain name

cn 8,874,726 81.9%
com.cn 992,580 9.2%
adm 713,055 6.6%
net.cn 125,510 1.2%
org.cn 59,758 0.6%
gov.cn 55,207 0.5%
ac.cn 4,429 0.0%
edu.cn 4,150 0.0%
mil.cn 65 0.0%

Total 10,829,480 100.0%
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V. Websites

China has had 3.2 million websifeby the end of December 2013. The number has

increased 0.52 million in the year with a growth rate of 19.4%.

Number of websites in China
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Source: Statistical Survey on Internet Development in China 2013.12

CNIIC
Figure 18. Number of Websites in China

Note: Websites withthd o mai n name of i. EDU. CNO are excluded.

V/bWeb Pages

China has had 150 billion web pages by the end of December 2013;@wesar increase
of 22.2%.

Number of web pages in China and its growth rate
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Figure 20Number of Web Pages in China

2t refers to those websites whose domain name registrants are in China
3Source of data: Baidu Online Neirk Technology (Beijing) Co., Ltd.
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In 2013, both the average number of web pages per website and the average number of bytes

per web page kept growing, indicating more diversified contents on the Internet in China: the

average number of web pages per website reached 46,900, an incre&% olv& the same

period of last year, and the average number of bytes per webpage reached 50KB, an increase of

19.0%.

Table6 Number of Web Pages in China

Growth
Unit 2012 2013
rate
Total web pages Page 122,746,817,252 150,040,762,685 22.2%
Page 60,379,347,181 89,696,746,139 48.6%
Static web page Proportion in total
web pages 49.19% 59.78%
Page 62,367,470,077 60,344,016,546 -3.2%
Dynamic web page Proportion in total
web pages 50.81% 40.22%
Web page length (total KB 5,140,463,284,441 7,479,873,203,6071 45 500
. 0
number ofbyte§
Average number ofieb Page 45,789 46,864
_ 2.3%
pagegper website
Average number of bytes KB 42 50
19.0%

per page

VI. International Internet Bandwidth

By the end of December 2013, China has BatD6,824Mbps of international Internet

Gateway bandwidth, up 79.3% annually.

The 33" Statistical Report on Internet Development in China



China Internet Network Information Center ¢ NI

International Internet gateway broadband in China and its growth rate
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Table 22Number of international Internet bandwidths of backbone networks

Number of International Internet bandwidths (Mby
China Telecom 2190878
China Unicom 850215
China Mobile 287629
China Education and Research Network 55500
China Science antiechnology Network 22600
China International Economy and Trade Ng¢ 2
Total 3406824
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Chapter |V Internet Applications of
Internet Users

|. Overall Condition of Internet Applications

Facilitated by the mobile internet, the network applications that tally with the operating
characteristics of mobile phones further grew in 2013. As the No.1 Internet application, instant
messaging had a continuously rising utilization ratio, while Miaglaind other
communicatiortype applications had a continuously declining utilization ratibuginess
applications maintained the rapid development, while the size of online shoppers grew
significantly. Those applications with high requirements for ngtvilow and user experience,

such as mobile video and mobile game, had an upward trend of utilization ratio.

Rapid development of highflow mobile phone applications

In 2013, the services requiring high flow, such as mobile phone video and music, grew
rapidly. Specifically, the users of mobile phone video grew significantly. The number of users
who used mobile phones to watch video online or download video was 247 million in China by
the end of December 2013, an increase of 112 million over the end2f@G0a growth rate of up
to 83.8%. Mobile video has risen to the fifth major application of the mobile internet. The
utilization ratio growth of the mobile higitow applications is mainly attributed to three factors.
Firstly, users have tended to usehil® phones as their Internet access devices, and the overall
Internet users have a continuously lower computer utilization ratio. Secondly, the basic
environment of usage has improved, such as the development of smart phone and wireless
network which haveattracted more users to surf the Internet with mobile phones. Finally, the
Internet access cost has reduced, such as lower Internet access expenses, monthly package
cooperation between video operators and internet operators, and other measures which have

helped reduce the threshold for use of mobile video.
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Rapid development of comprehensive platform applications based on social contact

In 2013, the Internet applications such as Microblog, social networking sites and forums had
a lower utilization ratiowhile the platform applications related to instant messaging based on
social contact elements developed steadily. The detailed figures show that the Microblog users
dropped by 27.83 million, and the utilization ratio dropped by 9.2 percentage points3inT2@
overall instant messaging users, however, grew to 532 million with the boost of mobile ends, up
by 64.4 million over the end of 2012 and with a utilization ratio of up to 86.2%, maintaining the
No. 1 position. The mobile instant messaging develappily, because on the one hand, instant
messaging is well integrated with mobile communication, on the other hand, such applications as
information sharing, communication, payment or even banking have been added based on social

contact elements, whictah greatly increased user stickiness.

Sluggish growth of Internet game users and rapid growth of mobile online game users

The growth of Internet game users slowed down significantly in 2013. The utilization ratio
by Internet users dropped from 59.59%@2Bil2 to 54.7%. The number of Internet game users was
338 million, with an increase of 2.34 million only. Different from the overall size of Internet game
users, the mobitend Internet game users grew rapidly. The number of mobile online game users
in China had reached 215 million by the end of December 2013, representing a growth of 75.94
million, or 54.5%, over the end of 2012. The sluggish growth of users in the overall industry and
the rapid growth of mobilend game users indicate that more users hiféng from the
computer end to the mobile end in the game industry, and that the impact of-emzbibaline

games on the P€nd online games begins to emerge.

Sustained growth of online shoppers, with group purchase as the highlight

Business applicains continue to maintain a high development speed, which is particularly
prominent in online shopping, as well as the similar group purchase. In 2013, the number of
online shoppers in China reached 302 million, with a utilization ratio of up to 48.9% and
representing a growth of 6.0 percentage points over 2012. The number of group purchase users
reached 141 million, with a usage rate of 22.8% and representing a growth of 8.0 percentage

P
The 33" Statistical Report on Internet Development in China g{ 39



CTJIC__China Internet Network Information Center

points over 2012. With an annual growth of users by 68.9%, it is tis rapidly growing
business application. The rapid development of business applications is closely related to the
improvement of payment and logistics and the boosting of the whole environment, while the
"reverse” growth of group purchase means that grpupchase has entered a rational

development period after the savage growth.

Table9 Utilization ratio of network applications by Internet users in China from 2012 to 2013

Utilization Utilization
Number of . Number of .
- ratio by ratio by Annual
Applications Internet users Internet users
Internet Internet growth rate
(10,000) (10,000)
users users
53215 86.2% 46775 82.9% 13.8%
online news *
49132 79.6% 46092 78.0% 6.6%
48966 79.3% 45110 80.0% 8.5%
45312 73.4% 43586 77.3% 4.0%
Blog/personal
43658 70.7% 37299 66.1% 17.0%
space
42820 69.3% 37183 65.9% 15.2%
33803 54.7% 33569 59.5% 0.7%
Online shopping 30189 48.9% 24202 42.9% 24.7%
Microblog 28078 45.5% 30861 54.7% -9.0%
Social networking
. 27769 45.0% 27505 48.8% 1.0%
websites
27441 44.4% 23344 41.4% 17.6%
Online payment 26020 42.1% 22065 39.1% 17.9%
21 wow  som  aasn s
Online banking 25006 40.5% 22148 39.3% 12.9%
Travel booking® 18077 29.3% 11167 19.8% 61.9%
Group buying 14067 22.8% 8327 14.8% 68.9%
Forum/bbs 12046 19.5% 14925 26.5% -19.3%

“Online news: No survey on the users of online news was made in December 2012, and the data here were
collected in June 2013.

*Travel booking: The online travel booking in this report is defined as the online bookdirgiokets, hotels,

train tickets or travels in the past six months.
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(I) Acquisition of Information

1. Search engine

The number of search engine users in China had reached 490 million by the end of
December 2013, representing a growth of 38.56 million, or 8.5%, compared with the end of 2012,
and the utilization ratio was 79.3%.

As one of the basic services of the In&grithe search engine industry has become mature,
but changes still exist in the industry: at the industry level, search engine enterprises have sped up
integration among themselves, and increased their competitiveness through merger, acquisition or
shareholding, etc.; at the enterprise level, the growth of mobile Internet users has resulted in more
fierce competition for the mob#end entrance; at the technology level, the technologies based on
such search forms as natural language, voice, photos, esttinh@nsion codes are developing.
With the whole search industry in the mature stage, the sustainable development of search engines

in the future will also depend on the search result safety and user trust.

Number of search engine users in 2012-2013 and utilization ratio

10,000 people 80.0% 79.3%
v 0,
60000 ® X 80%
45110 7890
45000 60%
30000 40%
15000 20%
0 L 1 J 00/0
2012 2013
wsssm Number of search —>&— Utilization ratio of
3 . _engine users 5 Internet users i
Source: CN'C Statistical Survey on Internet Development in China 2013.12

Figure 23Number of users and utiation ratio of search engines from 2012 to 2013

(I1) Business Transactions

1. Online shopping
By the end of December 2013, China has had a total of 302 million online shoppers, a

growth of 59.87 million, or 24.7%, over the previous year, and the titilizeatio rose from
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42.9% to 48.9%.

The growth of online shoppers in 2013 is attributed to the following three factors: Firstly,
E-business enterprises have shifted from being "price driven" to being "service driven", and from
pure price war to servicempetition, which has improved the consumption experience of online
shopping. Secondly, the optimization of the whole application environment, such as improvement
of the Internet security environment, and development of mobile payment and price comparison
search, has provided more convenient conditions for online shopping. Finally, the laws and
regulations concerning online shopping are being perfected. The government sped up the
legislation process for the Internet retail market in 2013. The new editiawobn Protection of
the Rights and Interests of Consumers has included personal information protection and
responsibility tracing related to online shopping, which has protected the basic rights and interests

of consumers for online shopping.

Number of online shoppers in 2012-2013 and utilization ratio

10,000 people
48.9%
o
40000 49 M 50%
30189
30000 38%
24202
20000 25%
10000 13%
0 ——— 'S . 0%
2012 2013
s Number of online —3¢— Utilization ratio of
B . ~ shoppers — Internet users @
Source: CINNIC Statistical Survey on Internet Development in China 2013.12

Figure 24Number of users and utilization ratio of online shopping from 2012 to 2013

2. Group Buying

Group buying has become the most rapidly growing network application. The number of
Internetbased group shoppers had reacldd million by the end of December 2013, a
yearonryear increase of 68.9%, and the utilization ratio increase?218% a yeaton-year
increase of 8 percentage points.

The rapid development of mobile ends has boosted the rapid growth of group buying, and
the utilizaion ratio of mobile group buying has risen from 4.6% at the end of 2012 to 16.3%. The
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local living services, as represented by group buying, have deeply tallied with such functions as
mobile phone positioning. In 2013, the group buying service was furttegrated with maps,

travel, information service for living and other fields at the mobile phone ends, and rapidly
penetrated into Internet users, and the entire industry was also developing in depth and breadth
towards the offline living services.

Grow buying has returned to a rational development path after undergoing an eruptive
growth in the industry. On the one hand, professional group buying websites have increased their
operation efficiency through product positioning and personnel optimizaticluding such
measures as selection of higield products, improvement of service quality and improvement of
trust, which has greatly increased users' willingness to use. On the other Hamsindss
platforms such as online shopping and trébadking platforms have introduced and attached
importance to group buying, which has further boosted the development of the group buying

industry, thanks to the advantages of platform enterprises in user size and trust.

Number of group buying users in 2012-2013 and utilization ratio

20000 22.8% 25%
10,000 people
15000 14067 20%
14.8%
15%
10000 8327
10%
5000
5%
0 0%
2012 2013
s Number of group —5¢— Utilization ratio of
; i buying users Al Internet users "
Source: CINNIC Statistical Survey on Internet Development in China 2013.12

Figure 2Number of users angtilization ratio of group buying from 2012 to 2013

3 Online Payment

The number of users of online payment had reached 260 million by the end of December
2013, representing a growth of 39.55 million, or 17.9%, with the utilization ratio increased to
42.1%

The rapid growth of online payment users is mainly attributed to the following three factors:

Firstly, the growth of Internet users in the Interbased business application has directly boosted
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the development of online payment. Secondly, a numbeplaiforms have introduced the
payment function, which has expanded the payment channels. Thirdly, the offline economy and
online payment have been better combined, which has caused the change of way of payment by

users. For example, AliPay is used to ay fares.

Number of online payment users in 2012-2013 and utilization ratio

40000 o 50%
10,000 people 39 1% 2
o
30000 26020 9%
22065 30%
20000
20%
10000 10%
o
' 0%
2012 2013
s Number of online —3¢— Utilization ratio of
.\ = payment users ~_° Internet users ol
Source: CINRIIC Statistical Survey on lntcmcl Development in China 2013.12

Figure 26Number of users and utilization ratio of online payment from 2012 to 2013

4 Travel booking °

The number of Internet users that had booked air tickets, hotel rooms, train tickets and travel
itinerary on the Internet had reached 181 million by the end of December 2013, representing a
growth of 69.1 million, or 61.9%, with the utilization ratio inased to 29.3%ln 2013, the
Internet users who booked train tickets, air tickets, hotels and travels online accounted for 24.6%,
12.1%, 10.2% and 6.3% respectively. The users who booked train tickets online grew the fastest
by 10.6 percentage points, bedogithe main contributors to the growth of online travel booking

users.

5The online travel booking in this report is defined as the online booking of air tickets, hotels, train tickets or
travels in the past six months.

44 '.ﬁ/& The 33" Statistical Report on Internet Development in China



China Internet Network Information Center ¢ NI

Number of travel-booking service users in 2012-2013 and utilization ratio

20000 18077 40%
10,000 people
15000 30%
11167
10000 20%
5000 10%
o — = . L 0%
2012 2013
Dooking Servicesers X Tnicract users
Source: CNIIC Statistical Survey on Internet Development in China

2013.12

Figure 2MNumber of users and utilization ratio of travel booking from 2012 to 2013

The growth of online travel booking users is mainly attributed to the following four factors:
Firstly, it is the connected effect of the national economy and travel demand. Studies have shown
that when the Per Capital GDP reaches 5000 U.S. dollars, tismandustry has stepped into
the mature tourist economy. In 2012, China achieved a Per Capital GDP of more than 6000 U.S.
dollars, and had entered a diversified development stage featured by sightseeing, leisure and
vacation. The travel booking demandsesidents were fully released. Secondly, rich information
on scenic spots on the travel booking websites, practicability of travel strategies provided by
media, as well as convenience of payment have greatly improved the user experience in online
travelbooking. Thirdly, further utilization of the Internet by users, marketing and promotion by
enterprises, and rich mobile APP have facilitated offline booKingers to progressively shift to

online booking.

" Offline travel booking: It is a way of travel booking mainly relying on the telephone and physical store.

P
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Utilization ratio of online travel-booking services by Internet users in China in 2012 - 2013

!,
Onling booking of (I 14.0%
train tickets | 04 6%

Online booking or IS
air tickets N 12.1%

Online booking of hotels . 7 2%
E————

| 10.2%
!L —
Online booking of travels I 5 4%
_ 6.3%
0% 10% 20% 30%
m 2012 =2013

Source: CNNIC Statistical Survey on Internet Development in China
2013.12

Figure 28Jtilization Ratios of Trael Booking Services of China's Internet Users from 2012 to

2013

(111) Communication

1. Instant Messaging

The number of instant messaging users in China had reached 532 million by the end of
December 2013, representing a growth of 64.4 million, or 13.8%, compared with the end of 2012.
The utilization ratio of instant messaging was 86.2%, up by 3.3 percermtinge @ver the end of
2012 and ranking the firsfs one of the most fundamental applications for Internet users, instant
messaging has limited space for direct creation of commercial values, and is focused on the

development of valuadded services.

Number of instant messaging users in 2012-2013 and utilization ratio

0
60000 82.9% ﬁ?h 0%
10,000 people »’— X
46775
45000 5
30000 5%
15000 il

i—— ———— 0%

2012 2013
W= Number of instant =€ Utilization ratio of
messaging users Internet users
Source: CNIC Statistical Survey on Internet Development in China 2013.12

Figure 2Number of users and utilization ratio of instant messaging from 2012 to 2013
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2. Blog/Personal Space

The number of users of blog and personal space had reached 437 million by the end of
December 2013, representing an increase of 63.59 million over the end of 2012. 70.7% of the
Internet users used blog and personal space, up by 4.6 percentage pointscc@ritpdhat at the
end of 2012Blog users had accounted for 14.2% of the Internet users by the end of 2013, a
decrease of 10.6 percentage points from the end of 2012, and both the user size and user activitiy
kept declining. According to the CNNIC Intetndata platform (www.cnidp.gn the number of
blog visits decreased by 27.2% from the previous year, and the total browsed web pages declined
by 22.3% in the second half of 2013.

Number of Blog/personal space users in 2012-2013 and utilization ratio

10,000 people

0, 0,
60000 66.1% 70.7% 80%

43658 0
45000 37999 60%
30000 40%
15000 20%

0 1 | ST TN | J 00/0

2012 2013
wssmm Number of Blog/personal —3¢—Utilization ratio of
space users Internet users
Source: (CNQJICC  Statistical Survey on Internet Development in China 2013.12

Figure 30Number of users and utilization ratio of blog/pe@@pace from 2012 to 2013

3. Microblog

In 2013, there was a turning point in the Microblog development, and both the user size and
utilization ratio dropped by a large margBy the end of December 2013, the number of
Microblog users had reached 281 iuill, representing a decrease of 27.83 million, or 9.0%, from
the end of 2012. The utilization ratio of Internet users using Microblog reached 45.5%, down by
9.2 percentage points from the end of the previous VearMicroblog development is not
optimistic: on the one hand, commercialization based on social networks is not satisfactory with
limited profitability; on the other hand, the impact of the competitors has resulted in decreased

Microblog users.
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Number of Microblog users in 2012-2013 and utilization ratio
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Source: (CNONIC Statistical Survey on Internet Development in China

Figure 3INumber of users and utilization ratio of Microblog from 2012 to 2013

4 Social networking websites

The number of users of social networking websites had reached 278 million by the end of
December 2013, and the utilization ratio was 45.0%, down by 3.8npageepoints from the end
of 2012. Though users' utilization ratio of social networking sites has dropped in recent years, the
social elements have become the basic elements of the Internet applications. For example, online
shopping, games and videos ham&oduced social elements one after another to boost their

development.

Number of social networking site users in 2012-2013 and utilization ratio
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Figure 32Number of users and utilization ratio of social networking websites from 2012 to 2013

(IV) Online Entertainment

1. Online Games
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By the end of December 2013, China hag &dotal of 338 million online game users, and
the utilization ratio dropped from 59.5% in 2012 to 54.7%e growth of online game users was
only 2.34 million compared with that of the previous year, showing a limited space of growth.
However, differenfrom the overall size of online game users, the mobile online game users have
shown a trend of rapid growth, which indicates that the users in the online game industry have

further shifted to the mobile ends.

Number of online game users in 2012-2013 and utilization ratio
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Figure 33 Number of users antllization ratio of online games from 2012 to 2013

2. Online Literature

The number of online literature users in China had reached 274 million by the end of
December 2013, representing a growth of 40.97 million, or 17.6%, over the end of 2012. The
utilization ratio of online literature was 44.4%, up by 3 percentage points over the end of 2012.

Gradual improvement of the development environment for online literature is attributed to
two factors: on the one hand, more efforts have been put into copyrigactn to promote the
healthy development of the online literature industry. The policy provisions of the Third Plenary
Session of the Eighteenth Central Committee of the CPC have laid stress on protection of
intellectual property rights and copyrights)d put more efforts to combat piracy against online
literature, which helps increase the profitability of enterprises with genuine online literature. On
the other hand, people's acceptance of online literature has increased the value of the online
literature works and thus increased the profitability of online literature. The mode of profit

making has further covered such industries as games, cartoons, film and television from the mode

& 49

The 33" Statistical Report on Internet Development in China



CITJIC__China Internet Network Information Center

of user payment and offline publication in the early stage.

Number of online literature users in 2012-2013 and utilization ratio
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Figure 34 Number of users and utilization ratio of online literature from 2012 to 2013

3. Online Video

The number of online video users in China had reached 428 million by the end of December
2013, representing a growth of 56.37 million, or 15.2%, ¢kerend of the previous year. The
utilization ratio of online video was 69.3%, up by 3.4 percentage points over the end of the
previous year.

Online video users continue to show a trend of rapid growth, which is attributed to the
improvement of the follwing aspects: Firstly, the network construction and video devices have
provided better service conditions for online video. Secondly, online video has richer content and
attracts more Internet users to watch video online. Finally, the deep cooperatierrbemiine
video and traditional TV media has boosted the consumption of online video.

In 2013, great changes took place in the online video industry in China. At the strategy level,
video websites put more efforts in merger, acquisition and integratichmultiindustry, online
and offline integration occurred, keeping changing the layout of the online video industry. At the
product level, video enterprises not only optimized and upgraded theiné@nd mobilend
products, but also strengthened thbursinesses related to living room entertainment, and

launched such hardware products ag@etox, router and Internet TV related to online video, in
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an attempt to win the "scrabble for living room". At the website content level, many video
enterprise®n the one hand strengthened development oinsalfe plays in order to reduce the
copyright purchase costs and minimize losses, and on the other hand bought more offline hot

plays in order to attract new customers and increase the advertising income.

Number of online video users in 2012-2013 and utilization ratio
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Figure 35\Number of users and utilization ratio of online video from 2012 to 2013

ll. Application of Mobile Phone Internet Users

In 2013, the overall mobile internet industry in China maintained a strong momentum of
development, the features obhile terminals were further reflected, and application development
in the industry showed new features. Specifically, communication applications are still the
mainstream mobile applications, and ranked the first among all applications in terms ofauser siz
and utilization ratio, but the users of mobile instant messaging accounted for the vast majority,
and the utilization ratio of Microblog, social networking sites and forums dropped to some extent.
Leisure and entertainment applications developed ra@idly,the users of mobile game, mobile
video and mobile music grew by a large margin with a good momentum of growth. Mobile
e-business applications had relatively low penetration, but the utilization ratio of all applications

in the field showed a rapid groh.
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Utilization ratio of various mobile applications by mobile Internet users in 2012-2013
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Figure 36Applications of Mobile Phone Internet Users from December 2012 td'2013

Mobile instant messaging maintained rapid development, with fiercer competition among
manufacturers

The number of users of mobile instant messaging had reached 431 million by the end of
December 2013, representing a growth of 78.64 million, or 22.3%, over the end of 2012. The
utilization ratio of mobile instant messaging was 86.1%, up by 2.2 percertiage gver the end
of 2012.

With its service features closely combined with the mobile phone features, mobile instant
messaging developed rapidlgternal analysis shows that compared with the PC end, it is more
difficult to develop small and mediusized mobile instant messaging tools. This is because on
the one hand, the limited mobile phone features have resulted in limited development of
valueadded services, on the other hand, those instant messaging tools ranking the top have

greatly increased the user stickiness through combination of online and offline services and

8No survey was conducted on the users of mobile online news in December 2012. The data here are from the
survey conducted in June 2013.
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applications, and the platform competition barrier has been created.

Number of mobile instant messaging users in 2012-2013 and utilization ratio
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Figure 3™Number of users and utilization ratio of mobile phone instant messaging from 2012 to

2013

Mobile search grew rapidly, becoming the focus of competition among enterprises

The number of mobile search users in China had reached 365 millidhebgnd of
December 2013, representing a growth of 73.65 million, or 25.3%, over the end of 2012. The
utilization ratio was 73.0%, up by 3.6 percentage points over the end of 2012. With the rapid
growth of mobile internet, some search behaviors of Intersats have shifted from the PC end
to the mobile end.

The mobileend search behaviors of Internet users differ from the®Cones. In terms of
the search pattern, mobile search has more diversified input modes, such as voice and
two-dimension code scaing in addition to text input, and its utilization ratio increases rapidly.
In terms of the search content, users have greater demands for searching local information related
to living, services and applications at the mobile end, and mobile searchcloasebene of the

important channels of application distribution.
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Number of mobile search users in 2012-2013 and utilization ratio
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Figure 3@ umber of users and utilization ratio of mobile phone search from 2012 to 2013
Mobile Microblog users decreased, and users' enthusiasm dropped

At the end of Decembe&013, the number of Microblog users was 196 million, representing
a decrease of 5.96 million, or 2.9%, from the end of 2012. The utilization ratio of mobile
Microblog was 39.3%, down by 8.9 percentage points from the end ofB2&b2ise mobilend
applicatons have strong exclusivity of use, the rapid development of similar platfased
mobile instant messaging and the highly overlapped functions of Microblog have diverted some

of the mobile Microblog users.

Number of mobile Microblog users in 2012-2013 and utilization ratio
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Figure 3Number of users and liiation ratio of mobile phone Microblog from 2012 to 2013

Mobile video grew rapidly, becoming the fifth biggest application of mobile internet

The mobile video users reached 247 million in China by the end of December 2013, an
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increase of 112 million, r083.8%, over the end of 2012he utilization ratio by Internet users
reached 49.3%, up by 17.3 percentage points over the end of 2012.

The rapid growth of mobile video is attributed to three factors. Firstly, the overall Internet
use behavior of Internetsers is shifting towards the mobile end, and the huge size of mobile
Internet users has laid a user foundation for the use of mobile video. Secondly, the use
environment of mobile video is improving. For example, the development of smart phones,
increaseof the WiFi utilization ratio and launch of the 4G network in the future are all the
stimulators of the mobile video growth. Finally, the great promotion efforts by video
manufacturers at the client side have increased Internet users' awareness ofvitebjle

attracting more Internet users to use mobile video.

Number of mobile online video users in 2012-2013 and utilization ratio
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Figure 40Number of users and utilization ratio of mobile phone online video from 2012 to 2013

Mobile online games achieved an eruptive growth, with user transfer speeding up

The rumber of mobile online game users in China had reached 215 million by the end of
December 2013, representing a growth of 75.94 million, or 54.5%, over the end of 2012. The
utilization ratio of mobile online games was 43.1%, up by 9.9 percentage pointheward of
2012.

In 2013, the mobile online game users achieved an eruptive growth, thanks to a number of
factors. Firstly, games are one of the primary needs in people's daily life. With the rapid
popularization of smart phones and speedy construcfioetaorks, game demands are shifting
from the PC end to the mobile end. Secondly, mobile online games have the strongest cashability.
Therefore, games are promoted in the mobile instant messaging, social applications, and
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distribution channels, etc., whichas boosted the growth of mobile online game users. Finally,
mobile online games are featured by low threshold of use and playtime fragmentation,

supplementing P@nd games and satisfying users' needs.

Number of mobile online game users in 2012-2013 and utilization ratio
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Figure 4INumber of users and utilization ratio of mobile phone online games from 2012 to 2013
Mobile business manifests huge potential, with rapidly increasing utilization

In 2013, the huge market potential broke out in the mobile business market. Mobile online
shopping developed rapidly in the mobded business market, with a user size reaching 144
million. As a supplement to the P&hd online shopping channel, mobileinal shopping had a
rapidly increasing user size, which is attributed to the following three factors: Firstly, mobile
phones' unique function (code scanning, photo scanning, etc.) and convenience of use have
increased the decisianaking efficiency of userduring shopping. Secondly, the great promotion
efforts by Ebusiness enterprises at the mobile end have boosted online shopping by mobile phone
users to some extent. Thirdly, mobile phones' unique localizeasiaess has expanded the

mobile-end shoppinghannels for users.
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Number of mobile online shoppers in 2012-2013 and utilization ratio
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Figure 42Number of users and utilization ratio of mobile phone online shopping from 2012 to

2013

In 2013, mobile online payment grew rapidly, with a user size of 125 million and a
utilization ratio of 25.1%, up by 11.%®pentage points over the end of last year.

The rapid development of mobile online payment is mainly attributed to the following three
factors: the rapid growth of mobile Internet users has laid a user foundation for mobile online
payment; thalevelopment of mobile electronic business has boosted the growth of-erdbile

payment; it is a combined promotion effect of the rapid development of mobile internet and
mobile business applications, and the active deployment by each industry chaielptetyto

mobile payment. New technologies such as NFC and bluetooth Key will further boost the

development of payment applications with the mobile phone as the carrier.

Number of mobile payment users in 2012-2013 and utilization ratio

10,000 people
16000 25.1% 30%
12000 S
13.2% \
8000
10%
4000
0 " 0%
2012 2013
s Number of mobile —3¢— Utilization ratio of
payment users mobile Internet users
Source: CNNIC Statistical Survey on Internet Development in China 2013.12

Figure 4Number of users and utilization ratio of mobile phone payment from 2Q221%®
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Chapter V Interpretation of I nternet
Behaviorsof Internet Users

|. Search Engine: Searched Products, Segment Markets
and Terminal Devices Change Users' Search Habits

In 2013, the search industry in China showed a trend of diversified development. New search
engine enterprises and existing search engine enterprises competed fiercely with each other, while
the increasingly segmented search market and the terminal dentlcémproving performance
were changing users' search habits. Research Report on Search Behaviors of Internet Users in
China in 2013y CNNIC shows that in 2013, the comprehensive search engine was still the most
fundamental search tool of Internet users, and 98.0% of the Internet users used the comprehensive

search websites in the past six months.

1. A semiclosed loop is taking shpe in the search engine industry in China

The semiclosed loop status in the search engine industry means that some of the search
results of the search engine point to the-saHted content instead of the resources of external
websites. With fiercer copetition in the search engine industry, search engine websites are
speeding up development of relevant content. Meanwhile, they utilize the advantages of their
search engines to import flow in order to expand their business scale, increase the eatry barri
and achieved competitive advantages.

The semiclosed loop status in the search engine industry has the following features. Firstly,
search engine enterprises utilize their own advantages to developresalebased products. At
present, search engirenterprises have launched such products as Encyclopedia, | Know, Library,
Experience, Q&A, and Mapping Knowledge Domain, which transfer users directly to these

products after search to find what they need. Secondly, search engine enterprises deigglbp vert
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products, and utilize search engines to import flow. Of the major search engine enterprises, many
have launched such products as Music Channel, Map Channel, Reading Channel, Travel Channel,
Application Channel, Game Channel, Post Bar, Space, Soft®aopping, and Material, and got

a high market share by relying on their diversion advantages of the search engines. Thirdly,
enterprises expand the coverage of their closed loop business through merger, acquisition or
holding shares of other vertical irgtties. Major search engines have merged a number of
websites in succession, covering such industries as website navigation, online travel, application
distribution, music, video and literature, and relied on their own search force to import flow and
to adieve winwin.

The semiclosed loop status in the search engine industry is attributed to three factors. Firstly,
expanding the scope of business so as to increase the business size is the leading cause. Search
engines have strong flow cashability, buhited scale. For further development, enterprises
should extend to other vertical industries properly to deploy new business if their conditions allow,
which is quite necessary. Secondly, demands of searching users are also an important cause. The
main pupose of a search engine is to help users find the information they need. The search results
relying on grabbing the webpage content of other websites can hardly meet the needs of Internet
users. Therefore, manual sorting and edition are required so #nehisg users can find what
they need more quickly. Finally, industrial competition is also an important cause. Perfecting
products, preventing products from being grabbed by other search engines and increasing the
industrial entry barrier are one of thegortant impetuses for search engines to develop their own

products.

2. Mobile search has increasingly diversified input modes, with twdimension code
scanning as important search entries

According to Market Research Report on Search Engine in ChR2@LBissued by CNNIC,
the input modes used by Internet users for mobile search in 2013 had obvious changes compared
with 2012, which is reflected in the great increase of the Internet users who usgidhemgion
code scanning and voice input for sear8pecifically, the mobile Internet users who used

two-dimension code scanning for search rose from 7.9% to 25.1%, up by 17.2 percentage points,
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and the mobile Internet users who used voice input for search rose from 12.7% to 22.1%, up by
9.4 percentage pdi In 2013, some input methods integrated voice anedimension code
scanning, and many APP such as instant messaging and Microblog also integrated these input
functions. All these have driven Internet users to use these new input modes, and use them fo
search as well.
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97..11
100% - %5. 9%
80% -

60% - -

40% - *4 7
A 25. 1% /22. 1%
o2 ml =
o ey BN

Text input Two-dimension Voice input

code input

m2012 ®2013

Source:  CNNIC Statistical Survey on Internet Development in China 2013.12

Figure 45 Input modes for mobile search

3. Differences in the way of search between mobiend and PGend Internet users

a) Search scenario difference:

According to Research Report on Search Behaviors of Internet Users in China in 2013 by
CNNIC and by comparing the computer search and mobile search, the first reason of using
computers for search is "to get information related to work and study", andcimdsreason is
"to get information that | am interested in". For mobile search, however, the first reason is "to get
the information | am interested in". Users mainly use their fragmented time for mobile search.
Therefore, compared to computer search, imokearch is relatively less related to work and
study, but more related to living and entertainment.

In addition, users use more mobile search than computer search while they are looking for
people/friends around them, mainly because of the uniquegpisi function of mobile search.
Some users often use such function on mobile phones to view their friends around them, resulting

in a higher proportion of use of this function.
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Sourcc:CNIC Research Report on Search Behaviors of Internet Users in China in 2013 2013.12

Figure 45Comparison of search scenarios betweereR€and mobilend Inernet users in 2013

b) Search content difference:

According to Research Report on Search Behaviors of Internet Users in China in 2013 by
CNNIC, news search ranks the first on both computers and mobile phones, and news is still the
most frequently searched rdent. However, Internet users search more music and video on
computers than on mobile phones, mainly because online listening or watching of the searched
music and video require much flow and high internet speed.

Internet users search more literary wosksh as novels on mobile phones than on computers.
Literary works can be read on the mobile phones with small screens in the fragmented time, and
therefore are popular among mobile Internet users.

It is worth mentioning that though Internet users searote mobile applications on mobile
phones than on computers, 28.0% of Internet users still search mobile applications via computers,
and directly install such mobile applications from computers with the help of software such as

Mobile Phone Assistant.
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Figure 46Comparison of searched content betweereR€end and mobiHend Internet users in

2013
4. Reason for mobile Internet users' preference for using a certain search engine

Compared with computeand search, mobile search has more determiféotrs for its
market share, and more complicated search accesses and channels, making the mobile search
competition more open.

On the whole, there are five factors for a certain search engine to become the first choice of
users. 1. Habituation. That is, if users use a certain search engine most on computers, they will
use the same search engine on mobile phones. 2. Tool divaieis guide users to use a certain
search engine. For example, browsers and navigation pages are preinstalled on mobile phones,
and some websites have default search engines. 3. Search experience. It refers to the feeling and
evaluation of Internet usemuring use of a search engine in terms of accuracy, safety and
convenience. 4. Brand and emotion: It refers to the perception and other emotions related to a
certain search engine, such as brand awareness, good reputation, and national sentiments. 5.
Knowledge of Internet users and other factors. It includes the network knowledge possessed by
Internet users, the frequency of use of search engines by Internet users, etc. Main determinant

factors are shown in the following figure:
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Figure 3General factors of being rated as fechbice websites by mobile Internet users

According to Market Research Report on Search Engine in China in 2013 by CNNIC, the
decisive factors for a search engine to becomeirtstechoice of Internet users on mobile phones
are as follows. Firstly, the computeind brand selection has the biggest impact on the raefile
selection, and 74.3% of mobile Internet users gave the answer "It is the extension of my habits on
computersand | have got used to it". The second factor is the search experience, including high
search matching rate, good operation experience, quick search speed, high security, and few
advertisements, with a selection ratio of above 44%. The third factor iditeosion, including
browsers, prénstallation on mobile phones, search boxes provided by navigation websites, with a
selection ratio of above 40%. Finally, corporate image and brand awareness, national sentiments

and other factors also have certain istgmn the selection of mobile Internet users.
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Figure 4Specific factors of being rated as ficdtoice websites by mobile Internet users

Therefore, search engine enterprises should take the follondagures to gain a market
share at mobile ends: strengthening development of users' use habits on computers, developing
front-end tools for search diversion, improving the quality of search engine products, increasing

brand influence, and guiding new se@ng users to use their search engines.

Il. Social Networking Sites: User Activeness Declined,
and Users Shifted to Other Applications

Socialtype applications refer to the Internet applications with social elements, including
social networking site (SNS), Microblog and other vertical applications. Sgprlapplications
changed obviously in 2013 in the following aspects: 1. Usersugiam in some traditional
social applications declined. 2. New applications with social elements kept coming out, and

diverted some Internet users from social networking sites and Microblogs.
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1. Numerical interpretation of the structural change of userof social networking sites

The user growth of social networking sites (including social networking sites in a narrow
sense and Microbl6g has slowed down in recent years. Under the impact of alternative
applications and behavior changes of Internet users, many social networking sites are faced with
user loss and user structure change. On the whole, there have been more users with declined
activeness than users with rising activeness for social networking sites and Microblog over the
past year. Social networking sites are losing fgigt users, while Microblog's higdnd users

change very drastically, as detailed below:

User change: more tha 1/5 of users have declined activeness, while only 1/10 of users
have rising activeness

According to the Behavior Study Report on Users of Sdagja Applications in China in
2013 by CNNIC, 23.5% of Internet users have reduced use of social netwdtden@neluding
significantly reduced and slightly reduced), while only 12.7% of Internet users have increased use
(including significantly increased and slightly increased) over the past one year, with the Internet
users with rising activeness less thlamse with declined activeness. Likewise, 22.8% of Internet
users have reduced use of Microblog, while 12.7% of Internet users have increased use of
Microblog, with more decreasing users than increasing UBeese have been more applications
with social éements in recent years. Some Internet users have shifted their social activities to
other applications. Furthermore, some Internet users have declined feeling of freshness with the

increased hours of use, resulting in the gradual drop of use activeness.

65

)

The 33" Statistical Report on Internet Development in China



CITJIC__China Internet Network Information Center

100%

80% 8.6% 7.2%
m Significantly
70% reduced
Slightly
60% reduced
50% No change
63.7% 64.5%
40% :
Slightly
30% changed
b ® Significantly
20% increased
10% o o
: L } 12.7% IS |15 7%
ErsanT EEEa|
Social networking site Microblog

Source: CIRIIC Behavior Study Report on Users of Social Applications in China in 2013

2013.12

Figure 5Use change of Internet users of social applications in the past year

Social networking sites: highlevel (high-education, highincome  users with declined

activeness account for the largest proportion

Judging by the structure of Internet users, the education and income levels of the Internet
users of social networking sites tend to decline. The higher the income and education of Internet
users are, the less they use social networking sites over the past one year. On the contrary, the
lower the income and education of Internet users are, the more they use social networking sites
over the past one yeakccording to the Behavior Study Repon Users of Socidlype
Applications in China in 2013 by CNNIC, of the Internet users who reduced their use of social
networking sites over the past one year, those with a monthly income of above 5000 yuan account
for 26.0%, while those with a monthlydoame of below 3000 yuan account for the smallest
proportion (22.0%).

Of the Internet users who reduced their use of social networking sites over the past one year,
those with a junior college degree or above account for 25.7%, while those with a ggmior hi
school/technical secondary school education background or below account for 21.1%, a relatively

low percentage.
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Figure 6 Features of Internet users who changed their use ofrsetgiarking sites in 2013

Microblog: high-level users have the most drastic change in activeness, with both

activeness decrease and activeness increase higher than other population groups

Of all Microblog users, higltevel users have a drastic changese time. These users
account for the highest proportion of increased use of Microblog, as well as the highest proportion
of decreased use. While attracting some ‘gighication/higincome users to increase their use,

Microblog is also losing a big prog@mn of higheducation/higkincome users.

According to the Behavior Study Report on Users of Sagfs Applications in China in
2013 by CNNIC, of the users with a monthly income above 5000 yuan, 26.1% have reduced use
of Microblog while 14.3% have ineased use over the past one year, with both percentages
higher than those of the Microblog users with other levels of income. In terms of education, of the
users with a junior college degree or above, 23.7% have reduced use of Microblog while 13.2%
have ircreased use over the past one year, with both percentages higher than those of the

Microblog users with lower levels of education.
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Figure 4%eatures of Internet users who changed their use of Microblog in the past year

The user structure change of social networking sites has had certain impact on the operation
of the websites themselves and on the selection of media placement by advertisers.

2. Reasons for decreased user activeness of social networking sites

Socialnetworking sites (including those social networking sites in a narrow sense and
Microblog™ satisfy part of the social needs of modern people, and have become one of the most
important platforms on which people socialize and conduct other activities ditinever, they
are also losing users, with the user activeness declining greatly in recenfgearding to the
Behavior Study Report on Users of Social Applications in China in 2013 by CNNIC, the
following factors have led to the decreased user actgeniesocial networking sites:

Firstly, "social networking sites are a waste of time" is the leading cause of the decreased
activeness of Internet users. For social networking sites, 43.1% of the people with decreased
activeness believe that they reduse because it wastes too much time. This percentage is 40.1%
for Microblog. Some users do not consider such applications as necessities, so they reduce use,
resulting in decreased activeness.

Secondly, other alternative applications have reduced the bibusge of social networking
sites by some Internet users. Of the Internet users who reduce use of social networking sites,

32.6% shift to Wechat, and 20.3% shift to Microblog. Of those who reduce use of Microblog,
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37.4% shift to Wechat. In addition, oth@milar applications are substituting for social

applications.

Microblog
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| applications /

Social networking site

Source: € NQNJICC  Behavior Study Report on Users of Social Applications in China in 2013 201312

Figure 5Miversion of Internet users who reduce the use of certain social applications

Thirdly, Internet users lose the feeling of freshness after long use of social netvaitdsng
and therefore reduce use. Of those Internet users who reduce use of social networking sites,
35.2% are attributed to this reason. This percentage is 33.2% for Microblog. For individuals, they
are likely to lose the feeling of freshness and havesdsed enthusiasm after long use of any

application.

Fourthly, less interaction with friends is also an important factor. Few updates of friends or
receiving no response after sending messages reduced the enthusiasm of Internet users for using

social netwrking sites and Microblog.

Ill. E-business Application: Multiple Factors Drive
Rapid Development of business Market

1. Age and generation gaps influence online shoppers' purchase decisions, and promotion by
group and classification has better effects

According to the Market Research Report on Online Shopping in China in 2013 by CNNIC,

69

The 33" Statistical Report on Internet Development in China

)



CITJIC__China Internet Network Information Center

the horizontal comparison among people of different ages and generations shows that in buying
unfamiliar products, the peg0s generation focus on the brand of a shopping website, the

post70s generation pursue the cost performance of a brand and fatshoand and price of a
shopping website, the pe80s generation focus on user evaluation and website
popularity/reputation, while the pe80s generation focus on user evaluation. This is related to

the life attitude and shopping habits of people tiedknt ages and generations. Therefore,

shopping websites should adopt different promotion strategies for the object users in different age

groups while making promotions.
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Figure 5IMain considerations of online shoppers of different agdga@nerations in buying

unfamiliar commodities in 2013

Users of different ages and generations share the same basic considerations while deciding to
buy familiar commodities and unfamiliar commodities. The 6@st generation is cautious, and
values the wbsite's popularity, reputation and brand. The-@0stgeneration is thrifty and
focuses on prices. The peds generation values user evaluation and cost performance, and the

post90s generation places stress on user evaluation.
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Figure 52Vlain considerations of online shoppers of different ages and generations in buying

familiar commodities in 2013

2. Mobile online shopping becomes an important consumption pattern, with big growth
potential

With the improvement of mobile networks and plapization of smart phones in China,
e-commerce applications are developing rapidly at the mobile end. The number of mobile online
shoppers reached 144 million in 2013, with an annual growth rate of 160.2% and a utilization
ratio of 28.9%. In addition, thlarket Research Report on Online Shopping in China in 2013 by
CNNIC shows that the users who use mobile phones for browsing and searching during online
shopping account for 58.2%, while the mobile online shoppers only account for 47.8% of all
online shopprs. This shows that mobile online shopping has become an important supplement to
the online shopping market, and its user size will grow rapidly in the future.

According to data, 81.8% of the mobile online shoppers use the gpngrake search
enginessuch as Baidu, to view merchandise information, while 78.8% of the mobile online
shoppers browse websites by inputting web addresses on mobile phones. The users who visit such
websites as Etao for shopping, searching and browsing via mobile phones asetsheho log
into the cliertend software of shopping websites both account for 54.5%. Compared with 2012,
the number of ways for users to view merchandise information on mobile phone increases to
some extent, and consumers gradually deepen their accegttmobile online shopping.
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Figure 53How online shoppers view commodity information on mobile phones in 2013

There are various scenarios where users use mobile network for shopping. 86.7% of users
use mobile phones for online shopping while they are at home. For some users, mobile phones are
replacing family computers in terms of online shopping. 60.0% of usermabile phones for
online shopping while they have no access to computers. 20% of users use mobile phones for
online shopping while they are on their way to work or school. 40.0% and 13.3% of users use

mobile phones for online shopping while they arénigoublic transport means and queuing.
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Figure 54Vobile shopping scenarios of online shoppers in 2013
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Mobile online shopping will become an important force that boosts the growth of online
shopping. Firstly, devices are combined with thengfe of consumption pattern towards online
shopping. Portability of mobile phones and development of thEihvironment have enabled
transactions to take place anytime and anywhere, broken the site restriction of the traditional
shopping mode, and stiiatied more impulsive buying. Secondly, functions are combined with
the use attribute of mobile phones. The development of such functions-dsi®rsional code,
bar code, and shopping comparison have tallied with the interface and application scenario of
mobile phones, and driven more consumers to try the mobile network shopping. Thirdly,
applications are combined with the latest demands of users. The development of APPs based on
socialized shopping guide and shopping share and the improvement of mghbienphave
gradually improved the operation experience of mebild shopping, satisfied the diversified
needs of users, and will continue to boost the growth of the online shopping market.

With richer applications of smart phones and improvement of the mobile shopping
experience, mobile phones have had certain impact on then®®©nline shopping. Data show
that compared with the PC end, 21.2% of online shoppers are more willing to use phalsiés
to browse shopping websites, 20.5% of Internet users use mobile phones to browse shopping
websites for a longer time, 18.5% of online shoppers place orders more quickly while using
mobile phones to browse shopping websites, and 18.2% of onlirgpessoprefer mobile
shopping experience.

Comparison of intention and habit of Internet users in PC-end
shopping and mobile shopping in 2013

I would use mobile phone rather
shopping websites
I spend more time using mobile
browse shopping websites
I place orders faster when I use mobile 18.5%
phone to browse shopping websites,

as compared with the computer end

I prefer the experience of browsin,

mobile phone

16% 18% 20% 22%

Source: CINWNIC Statistical Survey on Online Shopping Market in China 2013.11

Figure 55Comparison of intention and habit of Internet users ireRE€ shopping and mobile

shopping in 2013
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3. Shopping websites are the main locations for shopping search; and search better tallies
with online buying

Shopping websites have become the most commonly used shopping search platforms. With
the rise of largescale shopping platforms in recent years, there have been more and more
commodities and information on the platforms, and Internetsuare more willing to directly
search on these shopping platforms. Of the frequeistyl shopping search website on the
computers of Internet users, shopping websites account for 75.8%, far more than the
comprehensive search engines (23.7%) and vesi@ath engines (0.5%). With popularization of
e-commerce and increased service quality of logistics and online payment, Internet users have
increased willingness of shopping online, and have increasing tendency of buying online after
shopping search. 62&2 of Internet users will buy online in most cases after searching the
shopping information. 13.4% of the Internet users "buy online almost as much as offline". Only
22.6% of Internet users prefer to buy offline, and 1.6% of Internet users do not buy.r€bmpa
with 2012, the proportion of the Internet users who buy online after shopping search increased by
a large margin of 22 % in 2013, and the Internet users who buy online almost as much as offline
in 2012 have gradually tended to buy online. Internetstsecreased willingness of buying
online has provided more opportunities for search enterprises and merchants to achieve better

profits.

Do not
buy, 1.6% ,-

Others, 0.2%
Buy online almost
as much as offline,
13.4%

Source: CNIC Research Report on Search Behaviors of Internet Users in China in 2013 2013.11

Figure 58Purchase channels of RAd Internet users after shopping search in 2013
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Compared with 2012, the proportion of the Internet users who buy online after shopping
search increased by a large margin of 22.5 percentage points in 2013, and the Internet users who
buy online almost as much as offline in 2012 have gradually tended tmbne. Internet users'
willingness of buying online increases rapidly. Meanwhile, the proportion of Internet users who
do not buy after shopping search decreases by a large margin from 8.3% in 2012 to 1.6% in 2013,

and online shopping has an increagiegetration among users of online search systems.

0% 50% 100%

Prefer to buy online I 2. 2%
307

Prefer to buy offline N 20 6%

2. 3%
]

Buy online almost as much M 13. 4% e
as offline NN 30. 7% = 2012

Do not buy L1. 6%

Y M s 3%
Others 8 ggé‘
Source CNRIIC Research Report on Search Behaviors of Internet Users in China in 2013 2013.11

Figure 57TChanges in purchase channels ofétd Internet users after shopping search in the past

two years

4. Development of mobile smart terminals expands the channels of online traxmboking,
and interactive applications stimulate consumption

According to the Development Report on Online Travel Booking Industry in China from
2012 to 2013 by CNNIC, 20.3% of the users of onboeking services have the experience of
booking via mobile phones. For #®who have installed the APP for online travel booking, the
vast majority of them are using such APP. Mobile phones are used throughout people’s trip. They
are used for more than just communication with loved ones and friends during the trip. Mobile
phones have been equipped with new functions, such as search for information about the
destination before the trip, navigation during the trip (LBS and other functions), and information
sharing during the trip. The users of onllb@oking services have accouttier 60.6%, 59.8%
and 45.3% respectively, outnumbering the offline booking users. The development and

application of mobile smart terminals have expanded the channels of online travel booking, and
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the interaction among friends has greatly stimulatedrétveltdemand and tourist consumption.
With popularization of smart phones and improvement of travel booking APPs in the future,
offline users and potential travel users may be directly turned into retzlenline travel

booking users.

Communication with loved ones and 90,9%
friends during travel _ 93.0%

Search for information about the EEEG——————— 46 7% X
destination before the trip |EE—————— . 60.6%

Navigation during the trip (LBS and other m—————— 1) 5%
5 5 ip ( functions) —D 59.8%

Information sharing during the trip = A5 30

- . . I 35 8%
I'ravel notes sharing afier the trip Sr— %% %%/;

i : g > trip NN 13 9%
Rating and comments after the trip ‘ 57 9%
‘- s = Offline travel booking
Mobil ki Ik 8.3%

obileRonkingiend paymenlﬂl:g t(;l{f) E— 20.6% # Online travel booking

= 0,
Others 3 89'61 T

0% 50% 100%
Source: CN'C Statistical Survey on Online Travel Booking Industry in China in 2012-2013
2013.8

Figure58Performance of interactive application of mobile smart terminal in travel booking

5. Rigid index comparison facilitates online aiticket booking, and soft services facilitate
offline booking

According to Development Report on Online Travel Bookmdubktry in China from 2012 to
2013 by CNNIC, the core competitiveness of attracting users to make air ticket booking online
and offline focuses on different aspects. Compared with offline users, online users mainly focus
on the air ticket discount and fligtime while making air ticket booking, accounting for 84.0%
and 78.4% respectively and apparently outnumbering offline travel booking. @ffise users
focus on the flight safety of airline companies, plane punctuality, services of flight attendants, and
quality of meals offered on the plane, accounting for 65.0%, 63.3%, 35.0% and 23.3%
respectively. This is related to the different enwiment provided for users while they book air
tickets online and offline. In online booking, users may compare information of a number of
airline companies and consider the rigid indexes. In offline booking, users mainly rely on the

reputation of the airlia companies, and consider soft services more.

® Offline travel booking user: A user who makes travel booking mainly via telephone and physical stores.
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Air ticket discount
Flight time

Flight safety of airlines
Plane punctuality

Convenient ticket returning and
rescheduling

Habitual selection of a certain airlines
Type of plane

Good service of flight attendant
Membership mileage/accumulated points

Airlines designated by the company

Delicious meal on plane

Others

0%

70 0%

- S - 84.0%

= 378 %%
570/55 0%

ﬂ 63.3%

_16 S

;:E-u %3.4%

—— 3 5%

ﬂs 897

V_A__?’ %g/?g% ® Offline travel booking

= 3 180% ¥ Online travel booking

E—T5 55 70

= 13746,

=

50%

100%

CNIIC

Source: |

Statistical Survey on Online Travel Booking Industry in China in 2012-2013

2013.8

Figure 59Main considerations in selecting online or offlinetaiket booking services

Users select offline booking instead of online booking mainly because they stick to their

consumption habits and have not been led to the online mode. Compared with the online air ticket

booking, the reasons of choosing offline air ticket booking are lasvio offline "prices are

lower" and "I have been booking this way and got used to it". These users account for 46.7% and

40% respectively. 33.3% of the users think that offline "location/contact is convenient" and "I

don't trust network security”, andabse to book air tickets offline. 28.3% of the users think that

offline "manual services are better" and there are more "preferential treatments and promotion

activities".

Lower price

I've been using it and got used to it

Convenient location/contact

_ 46.7%

I 40 0%

I do not trust network security

33.3%

c
F
—
’

31.7%

Manual services are more considerate S )3 3%

Preferential treatment and sgles
pre

ooy |e— 3%

For friends' sake e 15 0%

Not good at/not used to using Internet ‘— 11.7%

Long-term contracted service \— 1M1.7%

Group booking [— 10.0%
No idea of online booking — 10.0%
Others s 10.0%
0% 20% 40% 60%
Source: CN‘C Statistical Survey on Internet Development in China
2013.8

Figure 6(Main considerations in selecting offline instead of onlimeicket booking
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V. Online Video: Hardware Technology, Network
Environment and  Offine  Programs  Promote
Development of the Online Video Industry

Big changes took place in the online video industry in China in 2013, as reflected in the
basic environmentinternet user behavior, enterprise competition, etc. Enterprise competition
developed in depth and breadth. In addition to horizontal merger and acquisition, enterprises also
worked with the upstream content makers and downstream hardware manufacthieving

more diversified development.

1. Living room competition centering on Internet TV was fiercer

The TV screen is the third online video screen after computers and mobile phones, and is
another big focus of the competition for video display ousipabng online video enterprises.
Many online video enterprises have launchedg@boxes, routers, smart TVs and accessories

derived from Internet TV in order to make deployment in the Internet TV industry.

The online video will benefit from its entrytmthe TV channel in the following aspects:
Firstly, it can solve the small scale problem for online video advertisements at present. TV screens
are big with good expression, and have very good advertising effects in brand construction and
promotion. Therfore, television advertising will have a huge scale. The online video can get
more advertising income by its entry into the TV end. Secondly, by entry into the TV end, the
online video can expand its online video users, and enable sorhetein®t usersotaccess to
the online video. TV screens are big, and a number of audiences may watch videos together, as
compared to computers and mobile devices which have small screens and allow much fewer
audiences to watch simultaneously. Even those TV viewers whotdmow how to surf the
Internet may also watch online videos.
2. Big-screen mobile phones and 4G network push online video users to shift to mobile end

Due to the restriction of mobile phone performance and network environment in the past,
online video users had low enthusiasm to watch videos in th&\irdti mobile environment, and
needed better playing devices and network environment for playing ofewadgos.In 2013, the
progress achieved in a number of aspects satisfied the needs of playing online videos in the
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mobile environment. Firstly, bigcreen mobile phones came into the market one after another.
With their prices further popularized, thegdan to penetrate into the l@amdmiddleincome
population.Secondly, issuance of the 4G license beginning from 4 December 2013 indicated the
arrival of the 4G era in China. If the 4G network expands its coverage and lowers its service fee,
more people Wi be driven to watch videos online in the Rf-Fi environment. Finally, video
websites sped up their development steps at the mobile end, and launched the video playing
services with better experience in order to adapt to the improved hardware andk netwo
technologies. A number of the above factors have caused users to change their habits of watching

videos online, and shift to the mobile end.

3. Hot variety shows on TV boosted growth of the online video market and their copyrights
became focus of compéion again

The variety shows such as talent shows, parkeild shows, and love and marriage shows
have been hot on TV in recent years, and have increasing influences. The online playing copyright
has also become one of the competition focuses of oritiee enterprises. The hot variety shows
on TV boosted the growth of online videos in the following aspects: Firstly, the hot variety shows
on TV increased the ordered programs as well as advertising income of online video enterprises.
Secondly, they boted user growth for online video enterprises, and increased the user coverage
of video websites. Finally, the hot programs can increase a website's influence and boost ordering
of other relevant videos. Hot programs were not only broadcast on the vidsitesigut also
rebroadcast on social networking sites such as Microblog by means of sharing, forwarding,

reediting and uploading, which increased the influence of video websites.

The competition for the right of online broadcasting of variety shows leefiarne again in
the end of 2013, and the hot programs changed hands frequently, because stronger video
enterprises took them away at higher prices. The copyright payment has always been one of the
major costs of online video enterprises, and enterpnises trying to reduce the copyright cost
through expansion of resource sharing and making morenselé plays. However, hot offline
programs can bring many benefits to online video businesses, and the resource competition
among online video enterprisessvagain focused on the right of broadcasting of hot variety

shows.
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V. Online Game: The Overall Industry Continuously
Slowed Down, while Mobileend Games Were Hot

1. Game development slowed down on the whole and web games almost reached the peak
Researkh Report on Game Behavior of Internet Users in China in 2013 by CNNIC shows
that judging by the playtime change of users, the users with a longer "game age" spent

increasingly shorter time in playing in the past six months. The old game users had decreased

stickiness and enthusiasm.

Source:  CNQJICC  Research Report on Game Behavior of Internet Users in China in 2013
2013.12

Figure 61Proportion of users of different game ages
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Source: MNJIC Research Report on Game Behavior of Internet Users
< in China in 2013 2013.12

Figure 62Change in playtime of users of different game ages

According to Research Report on Game Behavior of Internet Users in China in 2013 by
CNNIC, of all the multiend games, web games have the lowest user percentage of #0e5%.
survey on the neweb game users shows that the possibility for such users teelisgames in
the future was relatively small and lower than that of other games. The future development of web

games is not optimistic.

60% -
40. 6%

40% -

30%

20% -

10% -

0% : ; 1

Client-end Mobile game Webgame Console game
online game

Source: C NQNIC Research Report on Game Behavior of Internet Users in China in 2013

2013.12

Figure 63roportion of various game users
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Figure 64ntention of users of other games to play such games

Web games developed rapidly from 2011, and more and more business starters have joined
this market. With the development of mobile games, however, web games begin to show their
disadvantages: they are no match of the client end games in terms of garrene&pand their
accessibility is also replaced by mobile games. Web games have almost reached the peak, with

limited development space in the future.

2. Client-side game users had declined stickiness, but were still irreplaceable

The features of clierénd online games have determined that most of their users are super
players with high stickiness, but such games have encountered bottlenecks in winning new users.
The Research Report on Game Behavior of Internet Users in China in 2013 by CNNIC shows that
of the clientend online game users with a longer "game age", the percentage of those who spent
increasingly longer time in playing was smaller in the past six months, indicating declined user

stickiness.
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Figure 6%Playtime of cliertend online game use

The intention of clierend online game users to continue such games in the future was
apparently higher than that of other types of game ugéth. diversification of game types and
the multiend development, clie@nd online games have been a#elchy mobile games and web
games, but so far, clieend online games are still irreplaceable for most of the client end game
usersAccording to the Research Report on Game Behavior of Internet Users in China in 2013 by
CNNIC, 54.3% of the clierend gameusers said they would definitely continue such games in
the future Clientside online games are still one of the mainstream games in the market at present,

and are still producing the largest revenue value in the game field.

Figure 6@ntention of vaious game users to continue such games
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