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Preface

In 1997 Chind s competent departmendsithorized China Internet Network Information
Center (CNNIC) to organize relevant Internet entities to jointly carry out an Internet
development survey. Ever since then, CNNIC has published 38 statistical reports on Internet
development in China, and thigport is the 39th report. All the reports of CNNIC have
witnessed the whole development process of Chgsoaring Internet industry. With precise and
objective data, the reports provide a significant basis for government departments and companies
to maser the development of Internet in China and make relevant decisions.

Since 1998 CNNIC has been issuing the Statistical Report on Internet Development in
China at the beginning and middle of every year by convention. The Internet has growing
influence onthe overall social stability, economic development and cultural development, and
the national strategy of cyber development has been moved forward. As a witness to Internet
development, CNNIC correspondingly expanded and deepened its survey on the vibole s0
application of Internet. The main body of this report consists of five chapters: Basic Resources,
Enterprise ApplicationPersonal Application, Government Application and Cyber Security. The
chapter of Basic Resources introduces the developmdyatsaf resources for Internet in China;
that of Enterprise Application conducts surveys on Chinese companies to have an understanding
of application of the Internet in the operation of these enterprises; that of Personal Application is
dedicated to the sizend structure of Internet users, the environment for Internet access and the
development of personal application of Internet; that of Government Application focuses on the
overview of egovernment services, and development Zfengwutoutiao (headlines of
government affairs based on the App Top News) dffidial Weibo of government affairs; and
that of Cyber Security concentrates on the basic situation of domestic cyber security. The report
aims to accurately and objectively reflect the development ofntkenet and IT application in
China in 2016 through the aforesaid five aspects.

We hereby express our sincere gratitude to Internet users who have participated in our 39th
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statistical survey on Internet development. Meanwhile, we would like to extendirmare
thanks to the government, enterprises and other related institutions supporting the data collection

in this annual Report.

China Internet Network Information Center (CNNIC)

January 2017
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Abstract

1. Basic Information

N Up toDecember 2016, China had 731 million Internet users, with a yearly increase of 42.99
million. The Internet penetratiomte reached 53.2%, up 2.9 percentage points from the end
of 2015.

N As of December 2016, the number of mobile Internet users in Chiclae@895 million, an
increase of 75.50 million from the end of 2015. Mobile netizens accounted for 95.1% of the
total netizen population, while this percentage was 90.1% in 2015.

N Up to December 2016, Chinese rural netizens accounted for 27.4% of theahadita,
reaching 201 million, up by 5.26 million from the end of 2015.

N As of December 2016, the proportion of Chinese netizens using desktops or laptops to access
the Internet was 60.1% and 36.8% respectively. The utilization ratio of mobile phones as a
means to access the Internet was 5.0 percentage points motbabhanthe end of 2015,
reaching 95.1%, and this percentage was 31.5% for tablet computers and 25.0% for TV.

N Up to December 2016, China had a total of 42.28 million domain names, of wh&gh 20
million or 48.7% were ended witTh oi. CN6, and 47

N As of December 2016 China had a total of 4.82 million websites, of which 2.59 million were
under A. CNO.

N Up to December 2016, 99.0% of Chinese companies used computersifasffice work
and 95.6% were Internet users; 93.7% of them accessed Internet via fixed broadband and
32.3% via mobile broadband; 45.3% of them were engaged in online sales andi5.6%

online purchase, and 38.7% launched online marketing and promotitingies.

lI. Features of Application

|. Basic Resources

The number of .CN domain namesregisteredexceeds 20 million ranking No.1 among

global ccTLDs.

The 39th Statistical Report on Internet Development in China 1
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By the end of December 2016, the number of .CN domain names had reached 20.61 million
increasing by 25.9% year on year and accounting for 48.7% of all domain names of China; the

number of .T L domain names had totaled 474,000, up 34.4% annually.
Il. Personal Application

Internet users up to 731 million, a figure equivalent to the populatiomf Europe

Up to December 2016, Chi@alnternet users amounted to 731 million, with an Internet
penetration rate of 53.2%, 3.1 percentage points higher than the world average and 7.6 percentage
points higher than the Asian average 2016, China had 429 million new netizens, with an
annual growth rate of 6.2%. The total number of China's netizens is equivalent to the population

of Europe.

Mobile Internet users taking up 95.1% of the total, with an annual growth rate
exceeding 10% for three consecutivgears

As of the end of 2016 the number of mobile Internet users in China reached 695 million,
with an annual growth rate exceeding 10% for three consecutive years. More and more
individuals used the mobile phone to access the Internet, resulting in limindacse of desktops
and laptops. Mobile Internet and offline economy are increasingly interconnected, which
promotes the consumption model featuring resource sharing, intelligent devices and diversified

scenarios.

The number of mobile online payment uses up to nearly 470 million, with an offline
payment habit developed

As of December 2016, China had 469 million mobile online payment users, an annual
growth of 31.2%, and the proportion of mobile online payment users increased from 57.7% to
67.5%. More dfine payment is made by means of mobile payment, greatly creating more
payment scenarios. 50.3% of netizens pay bills through mobile payment when shopping at a

physical store.

The number of online carhailing users increasing 37.9% in half a yegrride-sharing

1 For the Internet penetration rate for the world and for Asia, please visit
http://www.internetworldstats.com/stats.htm

The 39th Statistical Report on Internet Development in China
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service enteing the period of standardized development

The number of online cdrailing user$ reached 168 million, representing a hgdhr
increase of 46.16 million, or 37.9% when compared with that in the first half of 2016. Online
carhailing sevice is a typical service of sharing economy, playing an important role in efficiently
usng vehicle resources to meet travel needs of users. It has entered the period of standardized

development, with related policies released.

30% of netizens practicing online philanthropies the Internet developing a new
transparent ecology for public welfare

Up to December 2016, 32.5% of China's netizens has practiced ohiilaatiropies,
registering 238 million. New Interndélased models for public welfare include donation,
crowdfunding and social network fundraising, making charitable donations more transparent,

convenient and diversified.
Ill. Government Application

30% of netizens use government services and Internet pushes forward the building of
serviceoriented government

Up to December 2016, 239 million people or 32.7% of all netizens receigedeenment
services based on Alipay, WeChat, government WeChat officebunts, website$\eiba and
mobile Apps. All these interconnected platforms and their detailed service content make

egover nment services mor e smart and improve user ¢

Newmedia e-government platforms coverall regions and fields to facilitate the release
of government information.

In 2016, 31 provinces, autonomous regions and municipalities directly under the Central
Government in Mainland China launched governm#fibo and Zhengwutoutiao covering all
vertcal fields such as government, public security, Youth League committee, transportation,
justice, etc. Governments and institutions at all levels should speed up the development of
AWeChat, Wei bo and news AppsoO0 andofd@oeemmdant t he i ns

information via the Internet.

2 Online carhailing services include private car booking and carpooling services

The 39th Statistical Report on Internet Development in China 3
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IV. Enterprise Application

The number of China's listed Internet companies amounted up to 91, with a total
market value of more than RMB 5 trillion.

Up to December 2016, Chihas Internet companies going publit lkome and abrodd
totaled 91, with a total market value of RMB 5.4 trillion. Among th&amcent and Alibaba are
two representatives of China's Internet companies whose market value accounted for 57% of the

total, standing abverRMB 3 trillion.

Chinesecompanies have gainedniversal access to computer and the Internet.

In 2016, the computer usage rate, Internet usage rate and fixed broadband access rate of
Chinese companies respectively reached 99.0%, 95.6% and 93.7%, up by 3.8, 6.6 and 7.4
percentage qnts respectively from 2015. In addition, in terms of Internet applications for
internal support such as those applications for information communication and finance and human
resource management, the proportion of enterprises launching Internet acthdiietained a

growth momentum.

More than 40% companies carry out online sales and procurement, with the
integration of the tradi +0i obneailn g nedxupsetdriyt eadnnd t he
In 2016, the proportion of Chinese companies conducting online sales and procurement
respectively reached 45.3% and 45.6%, increasing by more than 10 percentage points. Against the
backdrop of the fast integration of the new and traditional media, thendhteas played an
increasingly important role in the marketing system of enterprises, with the proportion of
companiegioing marketing via the Internet amounting to 38.7%. In addition, 60% of enterprises
havebuilt a system of IT applications, increasimg13.4 percentage points compared with 2015.
In the transformation of supply chain, companies have given high priority to and brought into full

play the role of the Internet.

3 Internet companieis this report refer to thos@rprises whose revenue in Internet business accounts for more
than 50% of the total, and Internet business includes Internet advertising and marketing, personal Internet
valueadded services, online games;a@nmerce, etcThe standards for the aboveidéfon need to be set by

seeing whether these companies mainly depend on Internet products in their operation including mobile Internet
operating systems, mobile Internet Apps and traditional PC Internet sites

The 39th Statistical Report on Internet Development in China
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Basic Resources
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Chapter | Basic Internet Resources

I. An Overview of Basic Internet Resources

Up to December 2016, China had 338 million IPv4 addresses and 21,188 blocks/32 of IPv6
addresses.

There were totally 42.28 million domain names in China. Specifichlly¢NL domain
names annually increased by 25.9% to 20.61 million and accounted for 48.7% of the total domain
names in China.

There were altogether 4.82 million websites, an annual increase of 14.1%, among which 2.59
million were I .CNL.  websites.

International Ingérnet bandwidth reached 6,640,291 Mbps, with an annual growth rate of

23.1%.

Table1l Comparison Basic Internet Resources in China from December 2015 to December 2016

Annual
Annual
December 2015 December 2016 ] growth
increment
rate
IPv4 336,519,680 338,102,784 1,583,104 0.5%
IPv6 (block/32) 20,594 21,188 594 2.9%
Domain name 31,020,514 42,275,702 11,255,188 36.3%
Wherein, .CN Domain
16,363,594 20,608,428 4,244,834 25.9%
name
Website 4,229,293 4,823,918 594,625 14.1%
Wherein,.CN website 2,130,791 2,587,365 456,574 21.4%
International Internet bandwidt
5,392116 6,640,291 2,521,628 23.1%
(Mbps)

n . IP Address

By December 2016, the number of IPv6 addresses in China had reached 21,188 blocks/32, a

yearon-year increase of 2.9%.

The 39th Statistical Report on Internet Development in China 4
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block/32 Number of IPv6 Addresses in China

20504 21188

18797
16670 ‘ .
12535 | '
9398 ‘
. s s s s s s s

2009.12 2010.12 2011.12 2012.12 2013.12 2014.12 2015.12 2016.12

Sourcé C'\NIC Statistical Survey on Internet Development in China 201¢

Figurel Number of IPv6 Addresses in China
All IPv4 addresses had been assigned by February 2011 and since then the total number of
IPv4 addresses in China had been basically stable, being 338.10 million up to December 2016.

Changes in IPv4 Address Resources in China
10,000

33044 33053 33031 33199 33652 33810

27764
23245 I

2009.12 2010.12 2011.12 2012.12 2013.12 2014.12 2015.12 2016.12

Source CNINJIC Statistical Survey on Internet Development in China 2016

Figure2 Changes in IPv4 Address Resources in China
lll. Domain Name

By December 2016, the total number of domain names of China had increased to 42.28

million, up 36.3% annually.

The 39th Statistical Report on Internet Development in China
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Table2 Number of DomairNames in Each Categdry

Number Proportion in total domain name
CN 20,601,491 48.7%
COM 14,345,243 33.9%
NET 1,633,071 3.9%
ORG 330,457 0.8%
T 474,115 1.1%
BIZ 210,062 0.5%
INFO 224,321 0.5%
Others 4,456,942 10.5%
Total 42,275,702 100.0%

Up to December 2016, the number lof.CNL. domain names reached 20.61 million,

increasing by 25.9% year on year and accounting for 48.7% of all domain names of China;

[ .COML domain names were 14.35 million, taking up 33.9%; &ngd

. domain names

n Names i

were 474,00.
TableANumber of A. CNO Domai
Number Proportion in totall .CNL. domain names

cn 15,044,749 73.0%

com.cn 2,803,714 13.6%

adm.cn 1,343,009 6.5%

net.cn 938,169 4.6%

ac.cn 15,322 0.1%

org.cn 402,907 2.0%

gov.cn 53,546 0.3%

edu.cn 6,937 0.0%

mil.cn 75 0.0%

Total 20,608,428 100.0%

N . Websites

As of the end of 2016, China had 4.82 million webg&jtespresenting a yearly increase of

4 Generic toplevel domains (gTLD) are praded by domestic domain name registration units. Previous data is

n

Each

provided by WebHosting.Info, a domain name statistical agency. Note: The number of .cn domain names does not

cover .edu.cn.

5 Websitegefer to those websites whose domain name registremts &hina

The 39th Statistical Report on Internet Development in China
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14.1%.

10,000 Number of Websites in China

600
500 482

400

423
320 335
268 |
300 230
191
200 |
0 ——= 1 1 1 1 1 1 H—

2010.12 201112 2012.12 2013.12 2014.12 2015.12 2016.12

Sourcé CN\"CStatisticaI Survey on Internet Development in China 2016.:

Figure3 Number of Websites i€hina
Note: Websites with the domain namelof.EDU.CN. are excluded.

n .Web Pages

As of the end of 2016, China had 236 billion web p&gepresenting a yearly increase of

11.2%.
Number of Web Pages in China
100million
2360
2400 2123
1899
1600 1500
1227
866
800 600
- I I
161
O - 1 . 1 1 1 1 1 1 1
2008.122009.122010.122011.122012.122013.122014.122015.12 2016.12
Source (CINJNJI(C statistical Survey on Internet Development in China 2016.12

Figure4 Number of Web Pages in China

There werel76.1 billion static web pages and 59.9 billion dynamic web pages, accounting

for 74.6% and 25.4% of total web pages, respectively.

6 Data source: Baidu Online Network Technology (Beijing) Co., Ltd.

The 39th Statistical Report on Internet Development in China
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Table4 Number of Web Pages in China

] Growth
Unit 2015 2016
rate
Total web pages Page 212,296,223,67( 235,997,583,579 11.2%
Page 131,447,834,396 176,083,292,924 34.0%
Static web page Proportion in total
61.9% 74.6% 20.5%
web pages
Page 80,848,389,274 59,914,290,650 -25.9%
Dynamic web page Proportion in total
38.1% 25.4% -33.3%
web pages
Web page length (total KB 14,815,932,917,36§  13,539,845,117,04] 8.6%
-0. (]
number of byt€s
Average number of Page 50,197 48,922
] -2.5%
webpages per website
Average number of bytes KB 70 57
-18.6%
per page

VI. International Internet Gatew@andwidth

By the end of 2016, China has 6,640,291 Mbps of international Internet Gateway bandwidth,

up 23.1% annually.

International Internet Gateway Bandwidth in China

Mbps and Its Growth Rate
7000000 79.3% 6,640,291 80%
6000000 5.302.116
0,
5000000 g8
4,118,663
4000000
3,406,824
0 36.7% 0%
3000000 26.9% 26.4%
2000000 LE9<.792
1,389,529 9

1,098,957 20%

1000000 . .
0 1 1 1 1 1 O%
2010.12 2011.12 2012.12 2013.12 2014.12 2015.12 2016.12

=== |nternational Internet Gateway Bandwidth —»— Growth Rate

Sourcé CMIC Statistical Survey on Internet Development in China 2016.12

Figure5 International Internet Gateway Bandwidth in China and Its Growth Rate
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Table5 International Internet Gateway Bandwidths of Backbone Networks

International Internet gateway bandwidth (Mby

China Telecom 3,886,527
China Unicom 1,700,446
China Mobile 959,108
China Education and Research Network 40,960
China Science antiechnology Network 53,248
China International Economy and Trade etk 2
Total 6,640,291

The 39th Statistical Report on Internet Development in China
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Enterprise Application
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Chapter |l Basic Internet
Development of Enterprises

N . Use of Computers

The enterprises that used computershandle office affairs accounted for 99.0% of Chinese
enterprises up to December 2016. Through many years of development, computers have been

made available for Chinese companies.

The Utilization Rate of Computers by Companies 20:2016

100%
99.0%
90% 93.1% 95.2%
1%

ggg Wit
80%

70%

60%

50% L 1 1 1 1 1 ]
2011 2012 2013 2014 2015 2016

Source CMNINJIC statistical Survey on Internet Application in Chinese Enterprises 2016.12

Figure6 TheUltilization Rate of Computers Byompanie011-2016

n . Use of the Internet

As of December 2016, 95.6% of companies in China used the Internet for office Woek

proportion of companies using the Internet for office work has exceeded 90% for the first time,

7 Computers refer to desktop computers or notebook computers, excluding those devices with certain embedded
computing function, such as cellular mobile phones, Personal DAgg#dtant (PDA) or TV sets.

8 It means that the Internet is directly used in all activities of the enterprises. Some enterprises use the Internet for

advertisements/promotion, but do not directly use it for work, and therefore are not indliidedices (more

than just computers) equipped with the Internet access function may be used as the tools to access the Internet.

These include mobile telephones, PDAs, game machines and digital telewisiohsnay be used on the fixed or

mobile network.
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which narrowed the gap to a record low betwdrenproportion of thosesing the Internet arithe

proportion of thos@sing the computer.

Internet Utilization Rate of Companies 20112016
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78.5% 78.7%
70%
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Source CINNIC statistical Survey on Internet Application in Chinese Enterprises 2016.12

Figure7 InternetUtilization Rate of Companiez011-2016
lll. Broadband Access

As of December 2016, the proportfoof companies that accessed the Internet via fixed
broadband wa93.7%and that via mobile broadband, 32.3%, up by 8.4 percentage points from

2015.

9 Theutilization ratios of the Internet access ways released in this survey refer to the proportion of enterprises
which access the Internet in various ways among all the interviewed enterprises.
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Proportion of Companies with Fixed Broadband Access and
that with Mobile Broadband Access

20112016
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Source CMNINIC statistical Survey on Internet Application in Chinese Enterprises 201

Figure8 theProportion of Companies with Fixed Bxdband Access and that with Mobile
Broadband Access 202016
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Chapter Ill Basic Internet Application of
Enterprises

|. Basic Internet Activities

(1) Internet Application for Information Communicatién

As of the end of 2016, among companies with Inteseess, 91.9% sent or receivechails
via the Internet in the year before, and 63.7% had their own enterprise email service.
Proportion of Companies Using Email Services and

Companies Possessing Enterprise Email

100% 89.006 91.9%

80%

62.1% 63.7%

60%

40%

20%

0% .
sending or receiving Email possessing enterprise Email

=2015 =2016
Source CMNINJIC statistical Survey on Internet Application in Chinese Enterprises 2014

Figure9 Proportion of Companies Usingriail Services an@ompanies Possessikgterprise
Email

In addition, 77.0%, 73.3% and 63.6% of companies with Internet access had conducted the
following three types of Internet activities, respectively: activities to obtain information on goods
or services, to release information or instant messages, and toiofdaination from government

agencies.

10 Internet application for information communication refeer those applications using the Internet to acquire,
release or exchange information, such as receiving and sending email instant messages, obtaining information on
commodities or services, acquiring information from government agencies, publishing inforonatistant

messages, etc.
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Internet Activities Conducted by Companies for
Basic Information Communication
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Source CNINJIC statistical Survey on Internet Application in Chinese Enterprises 20:

Figure10 Internet Activities Conducted by Companies for Basic Information Communication

(11) Internet Application for Internal Suppétt

Up to December 2016, 86.4% of enterprises havingsscto the Internet have used online
banking; 82.3% of enterprises gaining access to the Internet have conducted interaction with
government agencies via the Internet; the proportion of enterprises managing human resources via
the Internet has been on thige compared with 2015; and the proportion of enterprises carrying

out online recruitment and online training respectively reached 61.7% and 31.9%.

Internet Activities Conducted by Companies for
Internal Support

0% 20% 40% 60% 80% 100%

— 83.0%
I 56.4%

79.3%
82.3%

online banking

e-government service

I 57.4%
A= 61.7%

I 28.1%
I 31.9%

= 2015 = 2016
Source CMNNIC statistical Survey on Internet Application in Chinese Enterprises 20:

online employment

online employee trainin

Figurell Internet Activities Conducted by Companies for Internal Support

(Il) Cyber Security Measures

11 Internet application for internal suppoefers tothe Internet applicationsing the Internet to carry oimternal
management and internal efficiency promotion, including online banking, interaction with government agencies,
online recruitment, online employee training
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As of December 2016, 92.4% of companies have taken basic cyber security measures. As
cyber security receives significant attention and companies set higher requirements for cyber
security more urgently, more investment is being iptd cyber security measureEhe survey
indicates that 51.4% of enterprises (including those only using paid version and those using both
free and paid version) pay for antrus software and firewall, up by over 25 percentage points

compared with 2015.

Installation of Anti -Virus Software and Firewall in Companies

100% 91.4%92.4% i _
including

74.1%

80%

60%

40%

20%

2.30+1%
0% dopti it ly usi I ly usi i both f
adopting securi only usin only usin usi oth free an
r%eagsures % : fre)é one charging oﬁes c garging ones

= 2015 = 2016
Source CININJIC statistical Survey on Internet Application in Chinese Enterprises 201¢€

Figurel2 Installation of AntiVirus Software and Firewaih Companies

lI. The Setup of Grassroots IntersiRelated FuliTime
Posts

As of the end of 2016, 42.4% of companies set up Inteetetied fultltime posts at the
grassoots level, significantly rising compared with the 2015 level of 34.0%. More than 50% of
enterprises with a staff number of 100 and above set up theénfallposts, showing an obvious
increase; little change was shown in the proportion of small and mitesprises with a staff

number of 50 and below setting up the posts compared with 2015.
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Grassroots FulkTime Internet Post Setup in Companies
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Figure13 Grassroots FuTime Internet Post Setup in Companies
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Chapter IV Internet Application in
Enterprise Operation

l. InternetApplication in Key Links of Enterprise Operation

(I) InternetBased Reform of the Supply Chain

As of December 2016, 60.0% of companies with Internet access had deployed the IT system,
up by 13.4 percentage points compared with 2015. Among them, 50.4%4 a8 25.9% had
installed the office automation (OA) system, the enterprise resource planning (ERP) system and

the customer relationship management (CRM) system, respectively.

IT System Construction in Companies

70% .
60%
50%
40%
30%
20%
10%

0%

1
applying IT system OA ERP CRM X
L

= 2015 = 2016
Source CININJIC statistical Survey on Internet Application in Chinese Enterprises 2016

Figurel4IT System Construction in Companies

The enterprises that carried out online sales accounted for 45.3% of the national total up to
December 2016. During the 12th FiYear Plan period,-eommercemarket developed rapidly,
quadrupling its turnover. The year of 2016 is the first year of the 13tbYear Plan.
E-commerce market remains robustenterpriseengagement continues to deepen, and the

proportion of enterprises engaged in online sales rise substantially.
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Proportion of Companies Engaged in Online Sales

20112016
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Source CINNIC statistical Survey on Internet Application in Chinese Enterprises 201€

Figure15 Proportion of Companies Engaged in Online Sa@kl-2016

The enterprises that carried out online procurement had accounted for 45.6% of Chinese
enterprises by December 2016. Thanks to the development of emerging ensempite market
featuring the Internet finance and cloud services, thmnemere platform serving the
procurement is turning itself into a collaborative suggigin service platform based on
information flow, capital flow and logistics which makes online procurement more convenient and

safer.

Proportion of Companies Engaged in Online Procurement
20112016
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40% 45.6%

30%

27.0% 26.5% 26.8%
0,
4o 22.8%
10%
0% L 1 1 1 1 1 ]
2011 2012 2013 2014 2015 2016
Source CNNIC statistical Survey on Internet Application in Chinese Enterprises 201€

Figure16 Proportion of Companies Engaged in Online Procurement2016

As of December 2016, 38.7% of companies had launched Intmmset! marketing
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activities?. The Internet has become an indispensable marketing and promotional channel utilized
by enterprisesplaying a key role in accelerating the integration of traditional media and new

media.

Marketing & Promotional Channels Used by Companies

70% 65.1%

60% -l -- - --- ST I T T L T T T T T T T T T n T I T T r T !
50%
40%

30%

18.5%

20% 13.3

10.5%
6.5%11.1% 10.6%

10% 0.8%
0.3%
0% i X
conduptini TV news paper Internet outdoor ads magazine radio stationmobile phone others
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PrOMOtiONt= = = = = = = = = = e e = e e e e e = === ——— - -
= 2015 = 2016
Source CININJIC Statistical Survey on Internet Application in Chinese Enterprises 201€

Figure17 Marketing & Promotional Channels Used by Compdiies

In 2016, the proportion of enterprises conducting Intebased marketing andrgmotion
increased by nearly 5 percentage points compared with 2015, having maintained a growth
momentum since 2013. Enterprises raise their awareness of brand promationmerce is
becoming more popular, and China's Internet advertising market is dgreidigally standardized.

However there is still a lot of room for the Internet marketing market to grow.

12 It refers to using the Internet to carry out marketing and/or promotion activities such as advertisements put or
promotions carried out by enterprises themselves or via their agents/ advertisement complaniiesy paid and

free promotions.

13 Mobile phonebased promotion employs short messages and eatisiding those via mobile Internet.
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Proportion of Companies Engaged in Internetased
Marketing 2011-2016
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Figurel8 Proportion of Companies Engaged in Intefibased Marketing 20312016

Among a variety of mainstream Intermearketing channels, the instant messaging service is
companies' favorite marketing tool, used by 65.5% of them; it's followed-tgymenerce
platforms and search engines, 55.1% and 48.2%, respectively. The instant messaging service,
e-commerce platform and ear ch engine have become the top

Internetbased marketing and promotion for a long term.

Use of Internet Marketing Channels by Companies
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Figurel9 Use of Internet Marketing Channels by Companies
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(I1) Cyber Security System Development

By December2016, 9.5% of companies had deployed the hardware protection system for
cyber security and 22.3% the hardware and software integrated protection system. When
compared with the development in 2015, companies have given more importance to the
development othe hardware and software integrated protecsigstem, andhe proportion of
companies deploying the software protection dropped by nearly 6 percentage points.

Proportion of Companies Adopting Integrated Cyber
Security Protection

80%
66.5%

60.6%

60%

40%

0
20% 9.5%

8.9%

0%

software protection hardware protection software-hardware
= 2015 = 2016 protection
Source CMNINIC statistical Survey on Internet Application in Chinese Enterprises 2016

Figure20 Proportion of Companies Adopting Integrated Cyber Security Protection

. The Setup of Fultime Internet Teams and IT
Training for Employees

By December 2016, 32.9% of companies had set uptifudl teams responsible for
Internetrelated operation & maianance, development, -cemmerce and -marketing,

significantly rising compared with 2015.
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Setup of FulkTime Internet Teams in Companies
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Figure2l Setup of FulTime Internet Teams in Companies

The survey shows that the IT training Employees in the survey@dmpanies scedatan
average of4.6 points in 2016, up by 0.3 points frofu3 points in2015. That also indicates

companies have given higher priority to the impr

Self Evaluation Score of IT Training for Staff in Companies
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Source CININJIC statistical Survey on Internet Application in Chinese Enterprises 2016

Figure22 Self Evaluation Score of IT Training for Staff Companies
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Chapter V Internet Application Iin
Enterprise Transformation

|.  Understanding and Adoption of Creative
Technologies and Modes

(I) Marketing via Mobile Internet

Among companies with thexperience in-enarketing, 83.3% did so via mobile Interrfet
whom 67.8% paid to promgtewhile 46.0% did so in 201%As more consumers choose mobile
Internet, mobile traffic is growing at a high rate. After a period of exploration, products designed
to be promotediia mobile Internet are maturirand recognizetdy corporate clients. Predictaply
in a short time ahead, the utilization ratio of marketing via mobile Internet will be close to that via

the entire Internet, with market size growing rapidly.

Marketing via Mobile Internet by Enterprises

no idea :
having used
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I % D
fione S 19.6%
. (]

L having used free

having used both 1%”:;)
free and charging__— ”
ones 48.2%
Source CMNINJIC Statistical Survey on Internet Application in Chinese Enterprises 2016

Figure23 Marketing via Mobile Interndby Enterprises

Among all kinds of mobile marketing tools, WeChat is the favorite of companies, used by
75.5% of them. Despite little change in the channels of companies marketing via imtebiiet
compared with 2015, corporate clients are turning to the mobile marketing market, which is seen

from breakthroughs in the proportion of mobile revenue published by large Internet companies.
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Proportion of Mobile Marketing Channels
Used by Companies in 2015
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Figure24 Use of Mobile Markehg Channels by Companies in 2015

(I Understanding and Application of Cloud Computing, the
Internet of Things and Big Data

The survey shows that cloud computing, the Internet of things, and big data are known by

57.9%, 53.4% and 52.1% of interviewed eptises, the same level with that in 2015.

Understanding of New Technologies in Companies
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Source CNINIC Statistical Survey on Internet Application in Chinese Enterprises 201€

Figure25 Understanding of New TechnologiEesCompanies

The proportion of companies adopting or planning to adopt technologies of cloud computing,
the Internet ofThingsand big data has neared or exceeded 20%, representing an obvious increase
compared with 2015. In 2016, the nationwide innovative atmosphere took shape which benefited

from government encouragement and gained policy support in the development and @pplicati
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innovative technologies. It has a profound impact on the path of transformation enterprises need to

follow.
Adoption or Proposed Adoption of New Technologies in
Companies
0% 5% 10% 15% 20% 25%
Cloud 14.7%
computing 21.4%
Big data
Internet of
things
= 2015 = 2016
source CMNINIC statistical Survey on Internet Application in Chinese Enterprises 201

Figure26 Adoption or Proposed Adoption of New Technologie€ompanies

(I Understanding and Undertaking of @tee Services and
Smart Manufacturing

As shown in the survey, orstop services, customized services and the social collaboration
platform, all of which are creative service modes, are known respectively by 65.9%, 51.3% and

41.7% of companies in treervice sector, basically the same with that in 2015.

Understanding of Creative Service Modes in the Service Sector
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Source CNNIC statistical Survey on Internet Application in Chinese Enterprises 2011

Figure27 Understanding of Creative Service Modieshe Service Sector

Onestop services, customized services and the social collaboration platform, all of which are

creativeservice modes, are launched or to be launched respectively by 25.6%, 19.0% and 14.0%
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of companies in the service sector, much higher than in 2015.

Adoption or Proposed Adoption of Creative Service Modes in
the Service Sector
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Figure28 Adoption or Proposed Adoption of Creative Service Mddeke Serviceé&ector

Compared to 2015, thewarenesproportiors of automatic manufacturing, industrial robots
application and network collaborativeanufacturing n t he fismart kmawnby act ur i ng
manufacturing enterprises are on the decliwhile the awarenessproportiors of flexible

productionand customized production these enterprises anéthe same level with that in 2015.
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Source CMNINJIC statistical Survey on Internet Application in Chinese Enterprises 201

Figure29Under st andi ng of i BeManufactdviegrsecforact ur i ng o

Compared with the ractice of servic@riented enterprises in new modes, manufacturing
enterprises prudently consider the adoption or proposed adoption of related technologies and

modes of t he i sonBpecificallyn the préparton ofr conmpgnies adopting or
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planring to adopt customized productiancreased by 1.4 percentage pointseen compared with

thatin 2015
Adoption or Proposed Adoptior
the Manufactoring Sector
0% 5% 10% 15% 20% 25%
automatic 19.9%
¢ -
manufacturing 18.9%
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Source CNNJIC statistical Survey on Internet Application in Chinese Enterprises 20:

Figure3OAdopti on or Proposed Adoipthe Manufacdring®&tora r t

ll. The Integration of Internd®lanning and Corporate
Strategy

The survey finds that 22.7% of companies have their decision makers leading the Internet
planning, doubling the proportion in 2015. The Internet planning has played an increasingly

important role in the development strated\enterprises.

Proportion of Companies Whose Decision Makers Lead the
Internet Planning
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Figure31 Proportion of Companies Whose Decision Makers Lead the Internet Planning
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I.Compani es o

Recognition

f

or

The survey shows that an increasing number of companies recognize thethelénbérnet

t

in helping solve managerial problems. Enterprises have much higher expectations for the role of

the Internet inthe market economy environment, operating system, finance and manufacturing in

2016. Compared to 2015, the proportion®ferprise@expectations for thearious functions of

the Internetare all on the rise. But the rankings of different problems are changing: the rankings of
procurement, sales and talents are on the decline while those of operating system, finance and
marufacturing on the increase. This reflects that the capabilities of the Internet solving core

problems of enterprises are improving.
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Problem-Solving Capacity of the Internet
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Figure32Co mp a ni e s 6sfd thegPeobldm&dlving Capacityf the Internet

The 39th Statistical Report on Internet Development in China

33

h e



34

CNNIC I T m g £ S

CHINA INTERNET NETWORK INFORMATION CENTER
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Figure33ChangsinthePr oporti on of Compashbesodt6hHi gheerBEepés
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Chapter VI The Overview of Listed
Internet Enterprise Scale

Up to December 2016, Chi@alnternet companiés going public at home and abroad
totaled 91, with a total market value of RMB 5.4 trillion. Internet companies getting listed in the
US accounted for 55.7% of the total market vathese in Hong Kong 29.7% of the total and

those in Shanghai and Shenzlidn6%.

Distribution of Market Value of Listed Internet Companies,

by Listing Location
in Shanghai and

Shenzhe
14.6%
in the US
/— 55.7%
in Hong Kong
29.7%
r o x CNNIC 2016.12

Figure34 Distribution ofMarket Value ofListed Internet Companieby Listing Location

Tencent(listed in Hong Kong and Alibaba(listed in the U$ are two representatives of
China's Internet companies whose market value

Internet companies, standing at RMB 3 trillion.

14 Listed Internet companies refer to thosénggublic in the US, Hong Kong, Shanghai and Shenziveose

revenue fran their respective Internet business takes up more than 50% of their total. Internet business includes
Internet advertising and marketing, personal Internet vatigeed services, online games;a@nmerce, etc. The
standards for the above definition needbéoset by seeing whether these companies mainly depend on Internet
products in their operation including mobile Internet operating systems, mobile Internet Apps and traditional PC
Internet sites
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Number Distribution of Listed Internet Companies, by
Listing Location
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Figure35NumberDistributionof Listed Internet Compaes by Listing Location

The number of Internet companies going public in Shanghai and Shenzhen is the same as that
in the US. But, China's large Internet companies were inclined to get listed in the US, which leads
to a big gap between the total markeueabf Chin& Internet companies in Chinese capital
market and that in the @Scapital market. The total market value of Craternet companies

being listed in the US is 3.8 times as much as that in Shanghai and Shenzhen.
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Personal Application
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Chapter VII  The Size and
Structure of Internet Users

|. The Size of Internet Users

(I) Overall Size of Internet Users

Up to December 2016 China had 731 million Internet users, up 42.99 million over the
previous year. The Interngienetration rate was 53.2%, a growth of 2.9 percentage points
compared with the end of 2015.

=00 Size of Chinese Internet Users and Internet Penetration Rate
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Figure36 Size of Chinese Internet Users and Internet Penetration Rate

After China'’s Internet users have rapidly grown for almost 10 years, demographic dividend is
gradually disappearing and Internet users are growing steadily. In 2016, the Internet industry
generally moved towardbeing standardizedand valueorientedin China. First, China has
introduced many policies to speed up the orderly and sound development of Ipéseettields
and improve the development environment of the Internet; next, with a growing per capita
spending power of Internet users and more perta&amnsumption in online shopping, 020
services and online entertainment, the driving effect of online consumption on GDP comes into

being; last, the Internet enhandessinfluenceon enterprises and more enterprises will get access
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to the Internetatafst pac e, widtinhiatite mplenferten.t er n et

Internet-access Devices Used by New Internet Users
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Figure37 Internetaccess Devices Used by New Internet Users

The development of mobile Internet remains the principal factor that boosts the growth of
Internet users in China. Asf December2016, Chinesenewly-addednetizens using mobile
phones to access the Interaetounted foB0.7%of the total Chinese newdgdded netizensup
9.2 percentage points over the end of 2015, showing a sustained growthrtrendtrastthe
proportion of those netizens using desktops fell 16.5 percentage points. Meanwhile, the age of
newly-added netizens showed a polarized trertte Proportions of those under 19 and those
above 40 respectively stood at 45.8% and 40.5%, indicating that the Internet is continuing to

penetrate into these two age groups.

(Il) Size ofMobile InternetUsers

As of December 2016, the number of mobile Internet users in China reached 695 million,
representing an increase of 75.5 million from the end of ZDi&.mobile netizens accounted for
95.1% of the total netizen population, while this percentage was 90.2845. The proportion of

mobile netizens further climbed on a high base.
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Size of Mobile Internet Users in China and Its Proportion
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=== size of mobile Internet users ~ —¢— proportion of mobile netizens in Internet users

Sourcé CN\"C Statistical Survey on Internet Development in China 2011
Figure38 Size of Mobile Internet Users in China and Its Proportion in Internet Users

Mobile Internet promotes the consumption model featuring resoureeghantelligent
devices and diversified scenarios. First, mobile Internet provides the sharing economy with
platforms and sharing models emerge including onlindaging service, shared bike and online
shortterm rental, further cutting transactionst® andimproving resource use efficiency; then,
the rapid development aftelligent wearable equipment, smart home and intelligent industry
facilitates the interconnection of intelligent hardware via mobile Internet, with the advent of the
i nt erwiothnynde ce i a; -dfflaesihtegratibrhamd tleendlversified development of
workplace and consumption scenarios of mobile netiberker refinedifferent scenarios and

expand the service scope.

(II1) Size of Internet Users in Provinces

By DecembeR016, 26 out of 31 Chinese provinces, autonomous regions and municipalities
directly under the central government boasted more than 10 million Internet users each, the same
with that in 2015. Internet users in Jiangxi Province and Anhui Province grefadfest, up
respectively by 15.7% and 13.6%.

As provinces, municipalities directly under the central government and autonomous regions
advance thdinternet+0 initiative, the Internet penetration rate of provinces is increasing, with
Jiangxi Provincé& penetration rate growing the most, up by 5.9 percentage points over the end of

2015. Because of the gap in local economic development and Internet infrastructure construction,
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the digital divide still exists. Due to a high correlation between Internetlafament level and
economic growth rate in different regions, highest Internet penetration rates are mainly seen in

eastern provinces while lowest rates mainly in southwestern provinces.

Table6 Netizen Population and Internet Pgagon Rate in Different Provinces (Municipalities
Directly under the Central Government and Autonomous Regions) of Mainland China in 2016

Number
of 2016.12 2015.12
Internet Internet Internet

Ranking of

Province . . Size growth | penetration
users penetration penetration ate

~ 10,000 rate rate

-———-
- 1791 74.1% 73.1% 1.0%

64.6% 63.0% 4.5%

-————

Jiangsu 4,513 56.6% 55.5% 2.2%
-————

Xinjiang 1,296 54.9% 54.9% 2.7%

-————
3,956 53.3% 50.5% 6.0%
-————

ShaanX| 1,989 52.4% 50.0% 5.5%
Inner
-----
Halnan 51.6% 51.6% 0.9%
-————
Hubei 3,009 51.4% 46.8% 10.5%

-———-
50.7% 49.3% 3.7%
-———-

Tibet 46.1% 44.6% 5.5%
-———-
2,035 44.6% 38.7% 15.7%
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Number
of 2016.12 2015.12 .
Ranking of
. Internet Internet Internet . .
Province . . Size growth | penetration
users penetration penetration -
~ 10,000 rate rate
peoplé

3,013 44.4% 39.9% 12.2% 25
2,721 44.3% 39.4% 13.6% 26
3,575 43.6% 40.0% 9.7% 27
4,110 43.4% 39.2% 11.0% 28

1,524 43.2% 38.4% 13.2% 29

Gansu 1,101 42.4% 38.8% 9.6% 30

1,892 39.9% 37.4% 7.4% 31

The whole
73,125 53.2% 50.3% 6.2% -
country

(IV) Size of Rural Internet Users

Up to December 2016, China had 2@illion rural Internet users, accounting for 27.4% of
the national total, with an increase of 5.26 million or 2.7% from the end of 2015; it had 531
million urban Internet users, accounting for 72.6%, with an increase of 37.72 million or 7.7%

from the end ©2015.
Urban-rural structure of Internet users

80% 71.6% 72.6%
60%

40%

28.4% 27.4%
20%
0%
urban areas rural areas
= 2015 = 2016
Sourcé C'\NIC Statistical Survey on Internet Development in China 2016.12

Figure39 Urbanrural structure of Internet users

The number of rural netizens is on the rise, but a wider emdrah gap still exists in the

Internet penetration rate. As of December 20fernet penetration in urban areas was 69.1%
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while that in rural areas was 33.1%, wih urbanrural gap of the penetration rate increasing
from 34.2% in 2015 to 36.0%. With a small urkanal gap of utilization ratio of basic Internet
applications intuding instant messaging and online entertainmamtabout4% urbanrural gap

of utilization ratio is reflected in instant messaging, online games and online music. But the
urbanrural gap of utilization ratio shown in online shopping, payment and tiaeeking
applications exceeds 20%This situation shows that entertainment and communication
applications are the main ones prompting rural residents to access the Internet and that rural

netizens have potentials in Interfietsed consumption fields.

(V) Analysis of NonInternet UsersStatus Quo

Rural residentsorm the majompart of nonrinternet users. By December 201l6gre are642
million non-Internet users in Chin@among whichthose in urban areas had took up 39.9% while
those in rural areas 60.1%.

Shortage of Internet skills and limited literacy level are major factors preventing
nonnetizens from accessing the Internet. The survey finds that 54.5% of edni zens donot
access the Internet due to shortage of knowledge about computer or the bteri2€t2% of
those not because they donot master pinyin or
nonl nternet users without the demand for or the

Internet; 12.8% of nonetizens without computers or lo@acess cannot access the Internet.

Reasons Why Nornternet Users Don't Access the Internet

80%
60% 54.5%

40%
24.2%

17.8%
20% y 13.8% 13.5%
0,
% . . . . . e

Lack of Not master Pinyin No time for too old or too No need/interestblo Internet accedso local access tc
computer/Internet Internet surfing young devices, the Internet
knowledge e.g.computers
Source CININJICC statistical Survey on Internet Development in China 201¢

Figure40 Reasons Why Nointernet Users Don't Access the Internet

To prompt nometizens to surf the Internet is to improve their Internet skills, reduce the
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Internet access cost and spur teendnd of nometizens for the Internet. According to the survey,

of nonnetizens being willing to access the Internet, 25.8% do so because of free Internet training,
23.6% reduced Internet charge and 23.2% free accessible Internet devices:neftizens
choosing to access the Internet for their demands, 25.3% do so in order to communicate with

others, 19.9% increase their incomes ané% do online shopping.

Contributing Factors of Non-Internet Users Accessing
the Internet

0% 10% 20% 30%

free online training and guidadc

declined Internet charé

providing barrier free Internet devicj

convenient communication between you
your families or relatives

help increase your income,such as selli

farm produce

QO

a convenient way that you purchase prod

=y

Source CININJICC statistical Survey on Internet Development in China 201¢

Figure41 Contributing Factors of Naeinternet Users Accessing the Internet

II. The Structure of Internet Users

(1) Gender Structure

Up to December 2016, the mdtefemale ratio was 52.4:47.6 among Chinese Internet users
and as of the end of 2015 the maddemak ratiowas 51.2:48.8 in the total population of China,
which shows that Chinese netizégender structure is gradually close to the sex ratio of the total

population.

The 39th Statistical Report on Internet Development in China

45



CNNIC 1 1 g £ g

Gender Structure of Chinese Internet Users
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53.6%

52.4%
47.6%
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40% - .
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= 2015 = 2016
Sourcé CMIC Statistical Survey on Internet Development in China 2016.12

Figure42 Gender Structure of Chinese Internet Users

(1) Age Structure

An overwhelming majority of Chinese netizens were age890Jp to December 2016, of
Chinese Internet users, 73.7% ageeB320and 30.3% aged 29, the largest part; 20.2% aged
10-19 and 23.2% aged &, representing a slight fall from tead of 2015. Compared with the
end of 2015, the percentage of those under 10 and of those above 40 both rose, indicating that the

Internet is continuing to penetrate into these two age groups.

Age Structure of Chinese Internet Users
40%

29.9% 30.3%
30%

21.4% 5 294
20%

10% 5.3%

0
2.7% 3.2% 5.4% 3.9% 4 g0

0%

10 and 10-19 20-29 30-39 40-49 50-59 60 and

below above
= 2015 = 2016

Sourcé C'\NIC Statistical Survey on Internet Development in China 2016.12
Figure43Age Structure of Chinedaternet Users

(1) Education Structure

Most netizens of China were those with a secondary education level. Up to December 2016,
netizens with the education level of junior high schamistituted 37.3% of the Chinese netizen

46 The 39th Statistical Report on Internet Development in China



CNNIC 1 1 g £ £

population, and this percegi was 26.2% fothose with the education level s&nior high
school/secondary specialized school/technical school. The latter fell 3.0 percentage points from
the end of 2015/hen @mpared with the data at the end of 2015, the percentage of netizens with
primary school educatioor below rose by 2.2 percentage points, showing thatinternet
contintespenetrang among those poorly educated.

Education Structure of Chinese Internet Users
40% 37.4%37.3%

30% 26.2%

20% 15.9%

13.7%

8 1% 11.2%11.5%
8.4% v.+70

mm I

primary school junior high school high junior college undergraduate

10%

0%

and below school/secondary education and above
specialized
school/technical
school
= 2015 = 2016
Sourcé C'\NIC Statistical Survey on Internet Development in China 2016.12

Figure44 Education Structure of Chinese Internet Users

(IV) Occupational Structure

Students are the largest group of Internet usBys December 2016, 25.0% of Chinese
netizens were students; 22.7% were -saiployed persons/freelancers, up by 0.6 percentage
points from the end of 2015; and 14.7% were enterprise managers/ordinary stiiénneThe

proportions of these three groups remained relatively stable.

The 39th Statistical Report on Internet Development in China 47



CNNIC 'PIE rimpgs g

Occupational Structure of Chinese Internet Users

0% 10% 20% 30%

25.2%

Student 25 0%
Leadership of Party and governmefit 0.4%
organs and public institutions 0.4%
General staff of Party and governme 4.9%
organs and public institutions 4.3%
Corporate executivesy
Middle-level management of compani
. . . 12.4%
Employees in enterprises or compani 11.9%
Technicians
: : ; 4.2%
Employees in commercial service sect 4.4%
Workers in manufacturing compani
Y : 22.1%
Self-employed businessmen/freelanc 25 7%
Migrant workers
Laborers engaged in agriculture, forest 5.7%
husbandry and fishery 5.7%
Retirees
] . 5.7%
The jobless,laid-off or unemploye 6.6%
= 2015 = 2016
Sourcé lec Statistical Survey on Internet Development in China 2016.12

Figure45 Occupational Structure of Chinese Internet Users

(V) Income Structure

Netizens with a middkevel monthly incom® are the largest group of Chiha netizens.

Up to December 2016 the proportions of netizens with a monthly income of RMB32001and

RMB 30015000 were respectively 17.7% and 23.2%. In 2016, as the number -@fidome

netizen group increased, the proportion of the netizen group witbngéhly income of less than

1,000 increased by 1.2 percentage points over the end of 2015.

15 gpecifically, the income of students includes livingalnces provided by families, salary earned from

work-study programs, scholarships and others. The income of peasants includes the living allowances provided by
children, income of agricultural production, and government subsidy. The income of those yainbesse laid

off or unemployed includes the living allowances provided by children, government relief and subsidy, pension,
and subsistence allowances. The income of retirees includes the living allowances provided by children and

pension.
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CHINA INTERNET NETWORK INFORMATION CENTER

Structure of Monthly Personal Income of Chinese

Internet Users

0% 10% 20%
No imcome : 6-‘71%’%
Less than 500 yual i i 1?8-02/2/0
501-1000 yuan 7-3°8/‘f3%
1001-1500 yuan 5_3;’%
1501-2000 yuan 7757"&
2001-3000 yuan 171.273(;:%
3001-5000 yuan — = 223324};?
5001-8000 yuan N 9;&3%
More than 8000 6.2%
yuan 6.9%
= 2015 = 2016
Sourcé C“NIC Statistical Survey on Internet Development in China 2016.12

Figure46 Structure of Monthly Personal Income of Chinese Internet Users
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Chapter VIII Internet Access
Environment

|. Internet Access Devices

The number of netizens using mobile phones avid b access the Internet grows rapidly,
while the number of netizens using desktops and laptops is declining. By December 2016, 95.1%
of Chinesenetizens accessed the Internet on the mobile phone, up by 5 percentage points from the
end of 2015; 60.1% used desktops and 36.8% laptops, all of which dexdimpared with those
at the end of 2015. Up to the end of 2016, Smart TV, an entertainmenitamet access device

at home, was used by 25.0% of netizens, up by 7.1 percentage points from the end of 2015.

Usage of Internet Access Devices

100% 90.15% d95.1%
. 0

80%
60%
40% 38.7% 36.8% 31.5%31.5%
20%

0%

Desktop Laptop Mobile phone  Tablet PC TV
= 2015 = 2016
Sourcé CN\"C Statistical Survey on Internet Development in China 2016.12

Figure47 Usage of Internet Access Devices

Il. Venues of Internet Access

Up to December 2016, 87.7% of Chinese netizens accessed the Internet via computers at
home, down by 2.7 percentage points from the end of 2015; the proportion of netizens who did so
at the workplace and schools all edged up while that of those who didisteraet bars and

public places slightly slipped.
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Venues Where Internet Users Use Computers for

Internet Access
100%
% s0aw 87.7%
80%
60%
40% 33.2% 35.5%
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S5 17.5% ¢ 24 I I 15.3% 16.5%  19.4%16.4%
- N EE B
Home Internet bars  Workplaces Schools Public places
= 2015 = 2016
Sourcé CN\"C Statistical Survey on Internet Development in China 2016.12

Figure48Venues Where Internet Users Use Computers for Internet Access
lll. Online Duration

In 2016, the average online duration per netizen in China was 26.4 hours, b#sicayne

with that in 2015.

Weekly Average Online Duration of Internet Users
Hour

30

50 259 261 255 262 265 264
| | I I I I I I l
O ] 1 I 1 1 1 1 1 1 1

2012.12 2013.6 2013.12 2014.6 2014.12 2015.6 2015.12 2016.6 2016.12

2

o

1

o

Source CININJIC statistical Survey on Internet Development in China 2016.12

Figure49 Weekly Average Online Duration of Internet Users

In 2016, among the five types of Apps frequently used by mobile netizens, instant messaging
Apps had a high correlation to netizensdé daily s
time of use throughout the day; the utilization ratio of liveastieg Apps peaked at 17:00, 19:00,

22:00, and 0:00; the utilization ratio Wfeiboand social networking Apps was evenly distributed
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after 10:00, and peaked at around 22:00; userscofrenerce Apps preferred to shop online at

12:00 and 20:00; and the nuertnf comprehensive information Apps users reading news was on

the rise during the period from 6:00 to 10:00.

Distribution of Utilization Period of Five Apps

10% 3 .
online streaming ) .
8% T Lt o
) .~ RV C R
comprehensive e ;¢ SN t‘ F)
commerce b 4N Nt
D M ’ b Y B
L) :\‘: B
6% : Ty
comprehensive A
information .
4%
2%
N .
B meme
O% L 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 ]
6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 1 2 3 4 5
instant messaging =~ cccecee online streaming = === \Weibo
- — — comprehensive e-commeree= = comprehensive information
Sourcé QuestMobile 2016.12

Figure50 Distribution of Utilization Period of Five App%

18Distributionof utilization period: the period distribution of utilization duration of Apps in all fields. For example,

if a user uses an instant messaging application for 15

mi
the duration of using the appli@a is 4 hours throughout the whole day. The calculation method is 0.25/4.
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Chapter IX The Development of
Personal InternetApplications

The year of 2016 saw the fast development of personal Internet applications. Except for
e-mail, users of other applications were growing. Users of online meal ordering and online
medical services grew respectively by 83.7% and 28.0%; in teinmobile phone applications,

users of mobile meal ordering and mobile education increased respectively by 86.2% and 84.8%.

Users of basic Internet applications grow steadily and enterprises focus on expanded

content.

Users of basic Internet applicationsck as those for instant messaging, information
searching, network news and social networking grow steadily, with core business entering a
relatively mature stage of development. Instant messaging regains growth by expanding service
content, with individur s i nst ant messaging differentiated
progress in technological innovation and service extension and provides targeted services for
users to meet their personalized demands for different scenarios, forming-aamidttecology
system with search am interface; network news is introduced to a diverse range of platforms
with various forms, which sets higher requirements for supervision and content innovation; and
further segmented and enriched, social networking ptaffare becoming more innovative and

targeted at smaller user groups.

The scale of online meal ordering usersees significant increase, with the integratioof

online and offline services being expedited.

Business transaction applications kept increasm@G16. Users of online meal ordering
annually grew by 83.7%. The online shopping market is becoming more diversified and
standardized. Specifically, online shopping, driven by Internet celebrity and live broadcast,
enriches itself with more entertainmeartd enables its customers to experience more content
crosshborder ecommerce enters the phase of adjustmant rural ecommerce improves its

services at a faster padss the scale of online meal ordering users increases by leaps and bounds,
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meal orderg platforms start to refine their operation models to better match industrial resources
wi t h user khdermd ef mmavel Bowking, online platforms and traditional travel service
providers are playing a cooperatioompetition game, with a strikingnline-offline integration

trend.

With a fAdAno walleto era quietly initiated, t he

grows steadily.

E-payment companies vigorously develop the market and greatly enrich payment scenarios,
which prompts netizens iaitially develop the habit of using mobile payment tools to pay bills
when shopping at physical stores such as restaumermarketand convenience staes0.3%
of netizens pay bills through mobi | enop awanielnett owh e
era quietly initiated. Througkeveralyears of development, online wealth management platform
covering a variety of financial products has been completedraditional banking institutions
promotetheir products on the Internet. Internet hmexcome a regular channel for netizens to
manage financial affairs. In 2016, 98.90 million of Chinese netipenshasd online financial

products, up by 8.63 million over the end of 2015, with the user scale growing steadily.

Users of online entertainmengrow steadily, with online games as the highlight.

In 2016, the online game industry as a whole maintained a steady growth. As a core growth
area, mobile games saw a growth in the user scale and utilization ratio, whose revenue exceeds
that from PC cliengames. The piracy of online literature was effectively cracked down on in
2016. Meanwhile, the business model of online literature was transformed fretimersale to
sustained content development as a way to conduct morebmaies cooperationThe online
video industry focused on producimgemium selfproduced contents and its revenue from
membership fees maintained a good momentum of growth, with a video ecosphere coming into
being. ThrougHierce competition and development in the first half of @0live streaming was

put under stricter supervision, entering a standardized period.

More educational and medical services are available on the Internefnd online

car-hailing services arestandardized.

In terms of online education, primary and secondahool education is the most used and
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parentsare willing to pay high tuition feedor it, which boosts the development of the market;
online hospital registration services keep improving, but telemedicine and medical big data are in
the exploration stagend face with many challenges; online-bailing services, a typical service

of sharing economy, are playing an important role in meeting personalized travel needs of users
and will be more standardized and safer with related measures introducedgvitiptiof online

public welfare platforms, charities prompt more people to participate in public welfare actions
and smaller, more convenient and diversified charitable donations are underpinned by online

donation, public welfare crowdfunding and socialwwk fundraising.

Table7 Usage Rate of Internet Applications by Chinese Netize2815/ 2016

The

The

Number of percentage of Number of

percentage of

- Internet Annual
Applications Internet users Internet users Internet users

users using | growth rate
the

(10,000) using the (10,000)
application

application

66,628 91.1% 62,408 90.7% 6.8%
60,238 82.4% 56,623 82.3% 6.4%
61,390 84.0% 56,440 82.0% 8.8%
54,455 74.5% 50,391 73.2% 8.1%
50,313 68.8% 50,137 72.8% 0.4%
47,450 64.9% 41,618 60.5% 14.0%
46,670 63.8% 41,325 60.0% 12.9%
41,704 57.0% 39,148 56.9% 6.5%
36,552 50.0% 33,639 48.9% 8.7%
33319 45.6% 29674 43.1% 12.3%
Travel
. 29922 40.9% 25955 37.7% 15.3%
booking'?

24,815 33.9% 25847 37.6% -4.0%
12,079 16.5% 11,901 17.3% 1.5%
9,890 13.5% 9,026 13.1% 9.6%
6,276 8.6% 5892 8.6% 6.5%

"Travel booking: It is defined in this report as booking air tickets, hotel, train tickets and travel & vacation
products via Internet in the last 6 months.
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The
percentage of

The

Number of percentage of Number of

- Internet Annual
Applications Internet users Internet users Internet users

(10,000) using the (10,000)
application

users using | growth rate
the

application

fund trade

Weibo 27,143 37.1% 23,045 33.5% 17.8%

Map query 46,166 63.1% 37,997 55.2% 21.5%
Online meal
. 20,856 28.5% 11,356 16.5% 83.7%
ordering
13,764 18.8% 11,014 16.0% 25.0%
Online medical
. 19,476 26.6% 15,211 22.1% 28.0%
services

Table8 Usage Rate of Mobile Internet Applications by Chinese Netizep815/ 2016

The The

percentage of percentage
Number of Number of
- Internet of Internet Annual
Applications Internet users . Internet users .
users using users using | growth rate
(10,000) (10,000)
the the

application application

Mobile instant
. 63,797 91.8% 55,719 89.9% 14.5%
messaging
Mobile Netnews 57,126 82.2% 48,165 77.7% 18.6%
Mobile search 57,511 82.7% 47,784 77.1% 20.4%
Mobile online music 46,791 67.3% 41,640 67.2% 12.4%
Mobile online video 49,987 71.9% 40,508 65.4% 23.4%
Mobile online
46,920 67.5% 35,771 57.7% 31.2%
payment
Mobile online
. 44,093 63.4% 33,967 54.8% 29.8%
shopping
Mobile online game 35,166 50.6% 27,928 45.1% 25.9%
Mobile banking 33,357 48.0% 27,675 44.6% 20.5%
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The The

ercentage of ercentage
Number of i s Number of : 2

o Internet of Internet Annual
Applications Internet users . Internet users .
users using users using | growth rate
(10,000) (10,000)
the the

application application

Mobile online
. 30,377 43.7% 25,908 41.8% 17.2%
literature
Mobile travel booking 26,179 37.7% 20,990 33.9% 24.7%
Mobile mail 19,713 28.4% 16,671 26.9% 18.2%
Mobile forum /bbs 9,739 14.0% 8,604 13.9% 13.2%
Mobile stock or fund
4,871 7.0% 4,293 6.9% 13.5%
trade
Mobile educational
9,798 14.1% 5,303 8.6% 84.8%
courses
Mobile Weibo 24,086 34.6% 18,690 30.2% 28.9%
Mobile map and
! - 43,123 62.0% 33,804 54.5% 27.6%
mobile navigation
Mobile meal ordering 19,387 27.9% 10,413 16.8% 86.2%

|. Most Frequently Used Agby Internet Users

Instant messaging was the most frequentigd mobile App among netizens in 2016. The
survey resulshows that WeChat is the most frequenthed App by 79.6% of netizens; QQ is
used by 60.0% of Internet users, ranking the second; and Taobao, mobile Baidu and Alipay are

used respectively by 24.1%, 15.3% and14.4% of netizens, ranking the third, foufitthand
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Top Five Apps Most Frequently Used by Netizens in 2016
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WeChat 79.6%

QQ
Taobao |1
mobile Baidu

Alipay

Source CCININJICC statistical Survey on Internet Development in China 2016.

Figure51 Top Five AppsMost Frequently Used by Netizeins 2016

ll. The Development of Basic Applications

2.1 Instant messaging

Up to December 2016, China had 666 million users of instant messaging, accounting for
91.1% of the total netizen population and representing an increment of 42.19 million from the end
of 2015. In particular, users of mobile instant messaging reached B8® ngonstituting 91.8%

of mobile netizens and recording an annual incre&86.78million.
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Number of Users and Usage Rate of Instant Messaging/Mobile
Instant Messaging Dec. 2016 Dec. 2016

10,000persons
91.1%
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===m The number of instant messaging users
=== The number of mobile instant messaging users
The proportion of instant messaging users in total netizens
- The proportion of mobile instant messaging users in total mobile netizens
source CININJIC 5tatistical Survey on Internet Development in China 2016.:

Figure52 Number of Users and Usage Rate of Instant Messaging/Mobile Instant Messaging Dec.
20157 Dec. 2016

Instant messaging beloing to the basic Internet applicatiotrives once again by
expanding its service contemt 2016 Instant messaging products for individual use markedly
vary from each other while those for enterprise use designed for working scenarios have become
the stategic focus of companies.

For individuak, mainstream instant messaging products, represented by QQ and WeChat,
have obvious function differences. In the first quarter of 2016, WeChat canceled the function of
importing QQ contacts and focused on meetivigd needdike shopping andtraveiwh i | e QQ6 s
functions were designed to satisfy entertainment demands of young users for reading and music
because of the low average agét®fiser group. In addition, Momo, a social networking App for
meeting strangserwith similar interests, developed rapidly by introducing the live streaming
service. Its revenue from this service exceeds 70% of the total.

For enterprises, customized mobile instant messaging products based on working scenarios
have become key areas obmpetition among developers. Instant messaging products for
enterprise use represented by Slack attained success in the overseas market, which prompts
Alibaba, Tencent and NetEase to set foot in the field. The influx of capital and technology

resources an rapidly improve product functions and gradually integrate itself with office
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automatbn (OA), customer relationship management (CRM) and enterprise cloud service so as to
enhance the working efficiency of teams. Communication, collaboration and sefuristant

messaging wilbecome the three core elements of future compettinongenterprises.

2.2 Search Engine

Up to December 2016, China had 602 million search engine users, an annual increase of
36.15 million or 6.4%, with a usage ratio of 82.4%algo had 575 million mobile search users,

an annual increase of 97.27 million or 20.4%, with a usage ratio of 82.7%.

Number of Users and Usage Rate of Search/Mobile Search
Dec. 2015 Dec. 2016
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== The number of search users
=== The number of mobile search users
The usage rate of search (by all Internet users)
—%— The usage rate of mobile search (by all mobile Internet users)
Source CNINIC statistical Survey on Internet Development in China 201¢

Figure53 Number ofUsers and Usage Rate ®arch/Mobile Search
Dec. 2015 Dec. 2016

In terms of technological innovation, the collaborative development and deep integration of
search products and many cuttiedge technologies has become an increasingly prominent trend.
The increasingly strong demands of users for localized and personal@zetiesespur search
engine enterprises to increase their investment in advanced technologies. Service providers
provides their users with personalized, scenariaad targeted information search services
through the irdepth integration of search productslaechnologies including voice and image
recognition, information recommendation based on big data, and konguter interaction,
keeping enriching functions of search products and expanding the information coverage.

In terms of service extension, theosystem has taken shape, featuring interconnected
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Internet services andith search productas datausage entrances. Search applications are being
integrated with information, entertainment, business and consumer applications covering instant
messagingsocial networking, news, online retail, 020 services, Internet finaci@dit, etc. In
particular, fasgrowing O20 services are becoming new services of innovative value in the
search engine market.

In terms of search service standards, due toitedents in the search engine marketing
market in the first half of 201&he Provisions on the Administration of Internet Information
Search Serviceand Interim Measures for the Administration of Internet Advertisingre
releaseduccessivelpy the Cyberspace Administration of Chimadthe State Administration for
Industry and Commerce. All these regulations has greatly reduced bad business promotion
information and improved the information search environment. As policies are being
implemented, searobngine companies take positive action and netizens raise their awareness of
accessing the Internet safely, the Internet environiseoeécomingmore clean and more rights

and interests of netizens will be safeguarded.

2.3 Online news

As of December 2016, Chanhad 614 million ohetnewsreaders, accounting for 84.0% of
all netizens, with an annual increase rate of 8.8%. Specifically, 571 miialile netizenspr
82.2% of mobile Internet users, read news on their phoapssentingan annual increase of

18.6%.
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User Scale and Utilization Ratio of Netnews/Mobile Netnews
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Sourcé CM"C Statistical Survey on Internet Development in China 12016

Figure54 UserScale andUtilization Ratio of Netnews¥lobile Netnews Dec. 2015Dec. 2016

As basic Internet applications have developed for many years, network news has entered a
relatively mature stage of development2016, the market showed the following characteristics:

As content is being displayed in creative forms, new requirements for governmental
supervisionare presented. In 2016, nevagencies enriched forms of news by developing short
videos and live broadcasivhich improved u s e expgeldence. The new retiine broadcasting
form presents higher requirements for censoring news. In November RfiMisions on the
Administration of Internet LivStreaming Serviceswere released by theCyberspace
Administration & China With the forms of network news developing in the future, the
government must improve its supervision.

Social networking platforms become an important tool for spreading news and collecting
materials. The collaboration between information cliemtd aocial networking tools such as
Weibo and WeChat greatly enhances the scope and speed of news communication; We Media
applications based on social networking have an advantage of user scale, bringing out more
sources of news material. In 2016, sociatliiméecame the source of many hot social issues and
further encouraged news websites and traditional media to follow up.

Content and users have been hotly contested by various rGedienercial media platforms
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such as Tencent and Top News subsidi¥e Meda with great investment, and copyright
expenses have become one of main expenditurdgeséplatforms. Meanwhile, business news
clientend Apps including Top News, Sohu News, Yidianzixun and Kuaibao improve their own
utilization ratio and brand awarenesg conducting cooperation with upstream mobile phone

producers in prédoaded Apps and stepping up efforts on ads delivery.

2.4 Social networking

In 2016, social networking applications grew steadily, with social networking Internet
platforms being used extensively. For one thing, comprehensive social networking applications
introducing live streaming brought more users and traffic; for anothéhefusegmented and
enriched, social networking platforms are becoming more innovative and targeted at smaller user
groups,according taifferent scenarios, vertical user groups and informéitiearing channsl

The top three typical social networking dapptions belong to comprehensive social
networking onesWeChat Moments and Qzone are social networking services based on instant
messaging. As of June 2016, their utilization ratio had reached 85.8% and 67.8% respectively.
Weibo, serving as social medibenefit from celebrities, Internet celebrities and the establishment
and improvement of media content ecology as well as tdepth deployment of short videos
and mobile live streaming, whose utilization ratio continued growing and reached 37.1%, up by
3.1 percentage points from June 2016. Among vertical social networking applications, Douban, a
typical one of interests and social networking applications, had a utilization rate of 8.1%.

WeChat Moments, Qzone and Weibo, belonging to comprehensive sasiatkieg
applications, significantlyaryfrom each other in sociatlatiorshipcloseness, user properties
and geographical featurdsom the perspective of exchange properties, WeChat Moffioents
relatively closed individual community, and the sharddrmation is from the interaction
between friends. Weibo is a public platform for information spreading based on social relations,
whose users increasingly focus on intel&sted vertical and segmented fields. Qzone falls in
between them. Seen from ugeatures\WeChat Momentblavea high user penetration rateith
all user group$iaving almost the same utilization ratio, except the-kye user group (aged

andtheuser group with low educational background (primary school or below). Netizegitiv
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fifth -tier cities and those aged-19 have an obvious high utilization ratio of Qzpnhich is
favored by young users. User features of Weibo are prominent, and the utilizatisofréfeibo
among netizens ffirst-tier cities, female netizepsetizensaged 2629, netizens with a bachelor

degree or above and urban netizaresmuch higher thathose ofother user groups.

Usage Rate of Typical Social Networking Applications
Jun. 2016i Dec. 2016

67.8%
I 34.0%
[

Tianya
Community B 7.0%

Linkedin
- 2.8%

= 2016.6 ®2016.12

Sourcé CM"C Statistical Survey on Internet Development in China 2016.12

Figure55 Usage Rate of Typical Social Networking Applications Jun. 2R1Bec. 2016

Ill. The Develpment of Business Transaction Related
Applications

3.1 Online shopping

By December 2016, there have been up to 467 million online shopping users taking up 63.8%
of the total netizens, with a 12.9% growtkte from the end of 2015. Specifically, 441 million
people, or 63.4% of mobile internet users, have conducted online shopping on their phones, with

an annual increase of 2963
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Users Dec. 201% Dec. 2016

10,000 persons

70000 60.0% 63.8% 70%
0,
60000 63.4% 60%
50000 aizps  O48% 46670 44093 50%
40000 40%
30000 30%
20000 20%
10000 10%
0 0%
2015.12 2016.12
== Number of online shoppers
==== Number of mobile online shoppers
Usage rate of online shopping (by all Internet users)
——Usage rate of mobile online shopping (by all mobile Internet users)
Source CINJNJI(C Statistical Survey on Internet Development in China 201¢€

Figure56 UserScaleand Utilization Ratiaf Online/Mobile OnlineShoppng
Dec. 2015 Dec. 2016

The online shopping market entered the mature stage in 2016. The increasing proportion of
B2C transactions results in the further deepened oaofftiee integration and more industrial
consolidation and acquisitionis some fields, there are the following new features:

The application of new technologies and new models has driven the diversification of the
forms of ecommerce. As live streaming enjoys more audience and We Media denagdapg in
a more professional way, online shopping, driven by Internet celebrities and live streaming,
enriches itself with more entertainment and enables its customers to experience more content.
E-commerce platforms have increased investment in cofidoig and new aggregated traffic has
promoted the conversion ttnsactiosin specific categories. Meanwhile, the application of VR
and AR in ecommerce has brought customers new shopping experience and future technologies
will change the forms of retang.

New policies on crosborder ecommerce gradually standardize the industry. Influenced by
the new policies in 2016, the market as a whole was improved and standardized. From the
perspective of the market structure, SMEs lacking qualification anmdyscipain management
capabilities will be gradually eliminated, with market concentration further impraeweatturally
the mode is shifting from bonded delivery and hot sale to directdelaieryand multicategory

long-tail sale which benefits theohgterm orderly development of the industry.

E-commerce needs to expand its production and marketing channels to rural areas in a bid to
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alleviate the poverty ithese areas. The year of 2016 witnessed the fast expansion of the channels
of major ecommere platforms. As jd.com launched its offlifgegned cooperation marketing

model covering all areas at or below the county level and Alibatexed the period &tural

Taobao 3.0, the rural online shopping market has been improved in logistics, finaseevares,

which not only promotes ruratl@mmerce but also facilitates the poverty alleviation in rural

areas.

3.2 Online meal ordering

As of December 2016, China had 209 million netizens using online meal ordering services,
accounting for 28.5% of the totalith an annual growth of 83.7%. Specifically, 194 million of
them did it on mobile phones and their proportion in total mobile Internet users increased from
16.8% to 27.9%.

User Scale and Utilization Ratio of Online/Mobile Online Meal
Ordering Dec. 2015 Dec. 2016
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==== Number of online meal ordering users
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Source CININJIC statistical Survey on Internet Development in China 2016.:

Figure57 User Scale and Utilization Ratid Online/Mobile Online Meal Ordering
Dec. 2015 Dec. 2016

At the industry level, online meal ordering is still at a primary stage of development, but the
platforms start to have an awareness of the importaficeefinementmanagement, as the
resoures of restaurants registered on them are more or less the same with each other. Logistics
timeliness and user experience are improved by exploringgaffortdelivery system, using the

crowdsourcing of express delivery and utilizing algorihtomm recommad nearby orders. Under
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the dual pressures of revenue increase and fierce competition, online meal ordering platforms
have limited investment in restaurant qualificatiospecion and product quality audit. Therefore,
illegal restaurants register on maphatforms and receive recommendation throbghranking
The online meal ordering industry neéd$efurtherstandardized

Seen from the market level, the online meal ordering market formed awhyeeace in
which ele.me, meituan.com and Baidu comepein 2016, with market concentration further
improved. However, for the market, profits are a core problem concerning these platforms.
Meituan.comoperats its Maoyan movie ticket business, ele.me marches towards the traditional
logistics and Huangtaiji closed a large number of factory outlets after its transformaticeminto
online meal ordering platform one year ago. All these market behaviors reflect the huge profit
challengein this field. As online meal ordering is limitday high maginal labor costs, to gain
profits is to bring into full play thénfromatizationo f t h e +d initative and thetdata
mining, improve the quality of upstream traditional dining dahddelivery efficiency, or reduce

transaction costs of downstrearsers and improve user experience.
3.3 Travel booking

As of December 2016, the number of netizens with the experience of booking air tickets,
hotel rooms, train tickets or holiday travels on the Internet reached 299 million, representing an
increase of 39.67 ition or 15.3% over the end of 2015. The Internet users who had booked train
tickets, air tickets, hotel rooms and holiday travels online respectively accounted for 34.0%,
15.9%, 17.2% and 7.4% of total netizens. Specifically, the number of netizeng bavied air
tickets, hotel rooms, train tickets and holiday travels on the mobile Internet reached 262 million,
representing an increase of 51.89 million or

utilization ratio of mobile travel booking increasedm 33.9% to 37.7%.
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User Scale and Utilization Ratio of Online Travel Booking/Mobile
Online Travel Booking Dec. 2015 Dec. 2016
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Figure58 UserScaleandUtilization Ratio of Online TravelBookingMobile Online Travel
BookingDec. 2015 Dec. 2016

In 2016, online platforms and traditional travel service providers are playing a
cooperatiorcompetition game in online booking market.

In terms of online air ticket booking, a more fierce competition between OTA platforms and
airlines further reduce the profitability of platforms. Despite the pressufendfancing direct
selling andreducing agent distributi@®?, airlines still rely on online distribution. OTA needs to
accelerate its transformation while maintaining its cooperation with airlines. Therefore, in 2016,
the market performance was shown in the following two aspects. &i#tes expedited the
development of selbperating channels; second, OTA platforms prepared to establish their own
airlines, made strategic investment in the offline tourism chain, and marched towards the Internet
insurance and financial fields.

In the field of hotel booking, although hotel unions have exerted some impacts on OTA
platforms, the competition of hotel booking still exists between OTA platforms due to the limited
pricing powerand industrial influence. However, acquisitions betweeA @iatforms gradually

differentiate their product positioning. After Ctrip purchased Qunar, Qunar ceased #sntigh

18 increasinglirectsales of air ticketsandreducingthe salesby agents
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independent hotel business. The competition of the middle aneeddwmarket between
Xinmeida and Qunar took place, with highd hotel bsiness market dominated by Ctrip and
elLong.
The holiday travel booking field features internationalization and the eofilee
integration trendWhen @mpared with the air ticket and hotel markets,ttheel market focuses
on the offline business due its long decisioimaking period. In 2016, OTA platforms including
Ctrip, Qunar, Tuniu and LY regained their offline business, showing a striking trend of integrating
offline tourism resources. As the outbound travel market grows rapidly, OTA platfpeed sp
their international process. Ctrip makes investment respectively in Todigsm Companyand
the US6s three | arge tourism companies; Alitrip

with a number of state tourism administrations of Singapgéinland and other countries.

V. The Development of Internet Finance Applications

4.1 Internet financing

As of December 2016, Internet financing products had been purchased by 98.9 million
netizens, up by 8.63 million over the end of 2015; and the utilization ratio was 13.5%, up by 0.4

percentag@oints
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User Scale and Utilization Rate of Internet Financing
Dec. 2015 Dec. 2016
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Figure59 User Scale and Uitzation Rateof Internet Financindgpec. 2015 Dec. 2016

After several years of developmeiriternet financing has shifted from tleadingproduct
stage into the integrated product matrix stage and the Internet has become a conventional channel
for netizens6 financing. In 2016, Internet finan
First, seen from thedevelopment pathmany finacing platforms play the roles of channel and
entrance of traditional finance and twhieh mar ket
can boost the second higpeed growthin the industry, next, the overdue problem of some
platforms or financial mducts exerts negative impacts on the market and dismisses the idea of
some users trying the products; last, influenced byabse monetarypolicy andthe economic
slowdown, the yield of financial products in 20fs8 to a historically low level in rece years,
with usersd interest waning.

Enterprise financindpecomea new development direction of the Internet financing market.

Compared with the relatively fufledged personafinandng market, the enterprise financing

market with a wealth of precipitai on funds is stil!]l a fAblue oceand

models rely more on traditional financial institutions while Internet financing provides convenient
and diversified financial ways for enterpris&asedon the successful experience of peelo
financing andthe development of the Internet financial industry, many platforms began to engage
in customized financing and cash management for enterprises. Generally speaking, enterprise
financing has vast prospects, but it set forth higher requiresnier its clients in capital allocation,
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liquidity and risk control compared with personal financing.

4.2 Online payment

Up to December 2016, China had a total of 475 million online payment users, an increase of
58.31 million or 14.0% over the end of 2015Bdathe utilization ratio increased from 60.5% to
64.9%. At the same time, China had 469 million mobile online payment users, an annual growth

of 31.2%, and the utilization ratio increased from 57.7% to 67.5%.

User Scale and Utilization Ratio of Online Payment/Mobile Online
Payment Dec. 2015 Dec. 2016
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Figure60 User Scale and Utilization Ratgd Online Payment/Mobile Online Payment
Dec. 2015 Dec. 2016

In terms of online payment, -payment companies deepen their cooperation with
governments at all levels, public service agencies and communities to Eemiates of public
utility payment, building and promoting an-atlund online payment system for public service.
Regular utility payment covering water, electricity, gas, property, Internet and cable TV is
incorporated intahe online payment system, withh smart remindeof paymentgivento users;
medical registration fee, traffic fine and campekated payment caalso bepaid via the Internet,
which greatly improves the efficiency of public service agencies and effectively minimizes the
payment inconvaience of the public.

In terms of offline payment, -payment companies vigorously develop the market and

greatly enrich payment scenarios, promptconsumers to initially develop the habit of using
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