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Preface

In 1997 Chin& competent departments authorized CHimtarnetNetwork Information
Center (CNNIC) to organize relevdnternetentities to jointly carry out aimternetdevelopment
survey. Ever since then, CNNIC has published 40 statistical repohtgesnetdevelopment in
China, forming the practice of regularly releasing the Statistical RepémtemetDevelopment
in China at the beginning and middle of each year. This report is the 41st report. All the reports of
CNNIC have witnessed the whole developirarocess of Chiria soaringnternetindustry. With
precise and objective data, the reports provide a significant basis fod2forarnment agencies,
companies at home and abroad, experts, and scholars to have a full understanding of the
development tthe Internetin China and make relevant decisions.

In 2017, General Secretary Xi Jinping repeatedly mentionethtbmetin the 19th CPC
National Congress report. Under the strong leadership of the Party Central Committee with
Comrade Xi Jinping at itsore, China has moved on the fast track for the national strategy for
cyber development, sped up the development ditieenetinfrastructure, and kept enhancing its
capacity for innovation. Thanks to all these efforts, the information economy is lgp@nahthe
cyberspace is becoming cleaner and healthier. Asitbnetserves as an important driving force
for the national development, theternetdriven poverty alleviation, online education and e
government have boosted the dividenddrérnetdevelopment shared by the peoplks a
witness to the development of theternet CNNIC continues to employ more investigation
methods to conduct4idepth surveys on a broader range of areas. This Report focuses on the five
aspects ofinternet infrastructue, personal applications, government applications, industry
development, andhternetsecurity, and comprehensively reflects the development of China's
Internetin 2017 by displaying the data in a mdtigle altlround manner.

We hereby express our sincgratitude to friends who have participated in our 41st statistical
survey oninternetdevelopment. Meanwhile, we would like to extend our sincere thanks to the
government, enterprises and other related institutions supporting the data collectiominuthis a
Report.

ChinalnternetNetwork Information Center (CNNIC)

January 2018
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Abstract

1. Basic Information

N As of the end of December 2017, the number of Internet users in China reached 772 million,
with an increase of 40.74 million from the end of 200l Internet penetration reached 55.8%,
up 2.6 percentage points from the end of 2016.

N As of the end of 2017, the number of mobile Internet users in China reached 753 million, an
increase of 57.34 million from the end of 2016. The mobile Internet usErsraed for 97.5%
of the total netizen population, while this percentage was 95.1% at the end of 2016.

N  As of the end of 2017, the number of Internet users in Chinese rural areas was 209 million and
accounted for 27.0% of the total netizen population, aitlincrease of 7.93 million or 4.0%
from the end of 2016.

N As of December 2017, the proportion of Chinese netizens using mobile phones to access the
Internet was 97.5%, 2.4 percentage points more than the end oh2i@ a new high record;
the propoiibn of Chinese netizens using desktops, laptops or tablet computers to access the
Internet was 53.0%, 35.8% and 27.1% respectively, decreasing slightly from the end of 2016;
and the proportion of Chinese netizens using TV to access the Internet wasa28i2étease
of 3.2 percentage point from the end of 2016

N As of December 2017, the numberfof CNo domai n h2neaching P0B5 e a s e d
million, and its proportion in total domain names increased to 54.2%; the international Internet
gatewaybandwidth was 7,320,180Mbps, up 10.2% from the end of 2016.

N As of DecembeR017,the number of websites in China was 5.33 million, among which 3.15
million usedf . Cddidain name

N As of December2017, the number of instant message (IM) users reached 7HONmMi
increasing 53.95 million from the end of 2016 and accounting for 93.3% of the total netizen
population. The number of mobile phone IM users reached 694 million, increasing 55.62
million from the end of 2016 and accounting for 92.2% of the total lmpbione netizens.

N As of December 2017, the online shopping users in China reached 533 million, an increase of

The 4lstStatistical Report on Internet Development in China a 7
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14.3% from the end of 2016, accounting for 69.1% of the total Internet users. The scale of
netizens using mobile phone to do online shoppinghesd 506 million, up 14.7% from the
end of 2016, and the utilizaiton ratio increased from 63.4% to 67.2%.

N As of December 2017, the scale of online payment users in China reached 531 million, an
increase of 56.61 million compared to the end of 2016. Theahmmowth rate was 11.9%,
and the utilization rate reached 68.8%. Among the online payment users, the number of those
using mobile phones increased rapidly to 527 million, an inciefase.83 million compared
to the end of 2016. The annual growth rats Wa.3% and the utilization ratio was 70%.

N As of December 2017, the scale of live webcast users reached 422 million, an increase of 22.6%
compared to the end of 2016. Among them, the number of live game users reached 224 million,
an increase of7.56 million compared to the end 2016and accourihg for 29% of the total
netizens. The number of live reality show users reached 220 million, up 75.22 million from
the end 02016 accounting for 28.5% of the total netizens.

N As of December 2017, the scale ofymile sharing users in Ching@ached 221 million,
accounting for 28.6% of the total netizens. The increase was 115 million in the second half of
2017, and the growth rate reached 108.1%.

N As of December 2017, the scale of online government service uselsna @ached 485
million, accounting for 62.9% of the total netizens.

N As of December 2017, the number of domestic and overseas listed Internet enterprises
reached 102, and their overall market value was RMB 8. 97 trillion.

N As of December 2017, the totaimber of Unicorn Internet and IT enterprsés China was
77. The number of Unicorn enterprises in Beijing accounted for 44f@8& tota] and that in
Shanghai accounted for 23.4%.

N As of June 2017, the number of artificial intelligence (Al) enterpriseShina was 592,

accounting for 23.3% of the total Al enterprises in the world. In 2016, the number of patent

1 Listed Internet compana mmpary listed in the United States, Hongkoi®&hanghabr Shenzhepwhose

Internet business generates more th@¥ ofits revenuelnternetbusinessncludes online advertising and

marketing, personal valtedded Internet services, online gamespmmerce and son. Thedefinition also

considers whethehe revenue processainly depends on Internet products, including mobile Internet operation
system, mobile Internet APP and traditional welssitePC.

2 UnicornInternet and ITenterprisean unlisted Internetral IT enterprise in the new era, whose estimated value
exceeded $1 billion at the most recent financing event. The definition was adopted based on financing data of
startups and approved estimates of main investing organizations about projects in trg prarket.
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applications related to Al in China reached 30115.

2. Trends and Features

The amount of basic resources steadily increased, and thpplication level significantly
improved

As of December 2017, the total number of domain names in China deldog&@8¢ compared
to the end of 2016. However, the total number of ".CN" domain name achieved a 1.2% growth,
reaching 20.85 million. The proportion of ".CN" dam name increased fro#8.7%atthe end of
2016 to 54.2%. The international gateway bandwidth achieved a 10.2% growth, up to
7,320180Mbps. In addition, the construction of infrastructure, including calgeyork access
point, base stationfor mobile plones and Internet data centers was steadily put forward. On this
basis, the use of web sites and web pages, dataflavobile Internet and APP quantity developed
rapidly, all of which increased significantly in 2017. Especially the data dowobile Inernet

has been doubled for three consecutive years since 2014.

With 772 million netizens, the Internet in China made new progress and benefited all the
people

As of December 2017, the number of netizens in China reached 772 million, anttthet
penetation rate reached 55.8%, which was 4.1 percentage points higher than the global average
(51.7%) and 9.1 percentage points higher than the average level i@83i%0}. In the year the
number of new Internet users in China was 40.74 million, and the growth rate was 5.6%. The scale
of Internet users in China continued to grow steald#iyriving forcewasthe innovation of Internet
business modes, the integration ofimaland offline services, and the putting online of public
servicesThe rapid spreading of information service, goverty alleviatiorthrough the Internet
and the improvement of public servibave enabled the masses to share and take part in the

develgpment of the Internet.

The scale of mobilenetizens accounted for 97.5%of the total, and the mobile Internet
facilitated "connecting all the things"

As of December 2017, the netizens using mobile phones to access the Internet in China reached

3 About the Internet penetration in the world and in Asia, pleasktgegwww.internetworldstats.com/stats.htm
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753 million, and its proportion in the totaletizenpopulation increased to 97.5% from 95.1% in

2016. At the same time, the proportion of netizens using television to access the Internet also
increased to 28.2%, up by 3.2 percentage points. The utilization ra@skibd computer, laptop

and tablet computer all declined. The use of mobile phone has constantly squeezed the use of other
devices to access the Internet. Intelligent devices represented by mobile phones have become the
foundat i on o thethingst Yehicesandihomeg applibrices able to be connected to the
Internet have promoted the upgrading of "traveling and living experience"ergmhcedhe
personalized and intelligent application scenarios. The enrichment of mobile Internet services, and
the expansion of mobile terminals and mobile data, have ehtdiglenobile Internet industry to

create higher value.

The scale of mobile payment users continued to expand, and the scale of online financial
users increased significantly

The scale of mobilpayment users in China continued to expand, and their using habits were
further ingrained. The proportion of netizens using mobile phones to pay online bills while doing
offline consumption increased from 50.3% at the end of 2016 to 65&&mobile paymat mode
graduallybecame popular among netizens in rural areas. The proportion of rural netizens using
mobile paymenincreasedo 47.1%from 31.7%at the end of 2018 he scale of Internet users in
China buying online financial products reached 129 millidth a yearon-year increase of 30.2%.
The online financial scale of monetary fund maintaiae@pid growth. At the same time, the
regulations on P2P and the enforced supervision have greatly promoted the orderly development of

the industry.

The scaleof online entertainment users continued to grow rapidly, and the cultural and
entertainment industry entered a boom time

In 2017, the scale of online entertainment useaintained a rapid growth. Strong market
demands, policy incentives and guidance, emgrprise resources have jointly pedthe online
entertainment industry to enter a boom tidumong all the online entertainment applications, the
annual growth of live webcast useras the highest, reaching 22.6%. Among the live webcast users,
the gowth rate of live game users was 53.1%, iuadlof live reality show users was 51.9%4.the

same time, the content of online cultural entertainment was further standardized. The revenue of
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the online entertainment industry, represented by online gantkvideos, further increased.
Considerable industrial revenue has promoted online entertainment producers to increase support

for content creators, paving the way for the pragpef the online entertainment content.

The scale of bicycle sharing users exceeded 200 million, and the regulations on online car

hailing service weregradually implemented
The sharing economic business, based on third party information platform and éutegrat

social resources to provide seesao userslourishedin 2017. Data showed that, terms oftravel
efficiency, theefficiency of"sharing bicycle + subway" modeas17.9%higher than that girivate
car mode; in terms of energy conservation, sharing bike users rode more than 2084ilas,
reducing carbon emissions by more than 6.99 million tonterins ofstimulating employment, the
bike sharing industry created more than 30 thousand offline operation and maintenardetjebs.
same time, the scale of sharing bicycle siggrreasedastestamong allkinds ofapplications in
the second half of 2017. The scaledofmestic userseached 221 million, anithis applicatiorhas
alsobeen used in 21 overseas countries. Regarding online car hailing services, sintarithe
Measues on thevlanagement oDnline Taxi Hailing Servicewas implemented, detailed rules in
local areas have been issued to adjust the market access, and enterprises have been looking for
transformation and crossdustrial integration to enhance profit, suchcmoperating with travel

and recruitment companies and sharing customer resources feinchastsial marketing.

60% netizens used online government services, andw media in government facilitated
intellectualizing government services

In 2017, the sda of egovernment service users in China reached 485 million, accounting for
62.9% of the total Internet users. The utilization ratio of Alipay or WeChat civic service platform
to accesgovernment services was 44%. The development of online governnmeicesevas
speeded up and the utilization ratioreased significantly. Because of the integration with big data
and Al technology, government services have been more smart, precise and scientific. The service
scope of new media and platfoimgovernmentsuch asMeChat civic service and government
WeChat accounts, micfalog accounts and headlinésis been continuously enlarg&thnykinds
of civic service such agraffic violations, meteorology, society infortian andpayment for living

costs have been put online aimdproved and als@xpanded to cover counties.

The 4lstStatistical Report on Internet Development in China a 11
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The digital economy developed prosperously and the@mmerce continued its rapid
growth

In 2017, the sectors such as@mmerce, online games and Internet advertising developed
very well, and the corresponding growth rate of reveinugach sector was more than 20%. For
example, the income of@mmerce platforms was RMB 218.8 billion from January to November,
with a yearon-year increase of 43.4%. The driving force of the rgpaivth was the continuous
innovation on the modes ofocmmmerce service, technology amahpowermentThe industry of
online games increasingly focused on mobility, internationalization and competitiveness. The

market of Internet advertising became mature,tbadnarket structure became more stable.

The number of listed Internet companies in China exceeded 100, and their market value
approacheds trillion

As of December 2017, the number of Chinese listed Internet compdmitts at home and
abroad reached 102jth a total market value of RMB 8.97 trillion. Among them, the market value
of Tencent, Alibaba and Baidu accounted for 73.9% of thé. tdtee proportion of companies
conducting business on online gamessommerce, culta and media, Internet finance and
software tools accounted for 28.4%, 14.7%, 10.8%, 9.8% and 5.9% respectively of the total number

of listed Internet companies.

China had 77 Unicorn Internet and IT enterprisesand great progress was made on Al

As of December 2017, the total number afie¢drn Internet and IT enterpriSes China was
77. The proportion of such unicorn enterprises located in Beijing was 41.6%, and that in Shanghai
was 23.4%. Such enterprises were also located in Hangzhou, Shenzhen, Zhuhai and Guangzhou.
Among them, lte poportions of ecommerce and Internet financial enterprises accounted for 18.2%
and 15.6% respectively of the total unicorn enterprises, taksignéficant position. Theother
unicorn enterprises focusing on cultural entertainment, vehicles and traiigent hardware,

online health and Aalsoachieved rapid developmer@pecifically, snce theDevelopment Plan

4 Listed Internet compana compary listed in the United States, Hongko@hanghaor Shenzhepwhose

Internet businesgenerates more th&®9% ofits revenuelnternetbusinessncludes online advertising and

marketing, personal valeedded Internet services, online gamespmmerce and so on. THefinition also

considers whethehe revenue processainly depends on lernet products, including mobile Internet operation
system, mobile Internet APP and traditional welssitePC.

5 Unicorninternet and ITenterprisean unlisted Internet and IT enterprise in the new era, whose estimated value
exceeded $1 billion at the miorecent financing event. The definition was adopted based on financing data of
startups and approved estimates of main investing organizations about projects in the primary market.
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for Al in a New Erawas issued and provided ttgvel strategy for the development of Al, China
has made great progress in this field. AsJofe 2017the number oAl enterprises in China
reached 592, accounting for 23.3% of the global total. In 25 nhumber ofChinese patent

applications related to Al reached 30kHses

The regulations on cyber secuwkperienceofjsafetdual |y er
obviously improved
The implementation ofCyber Security Act of the People's Republic of Chand the
publication of relevant rules and regulations in 2017 provided practical legal guarantee for the cyber
security work. The government and enterprises jointly comitagll kinds of cyber securityisks,
and the proportion of Internet users haviegperienced cyber security incidents declined
significantly. Data showed that up to 47.4% of Internet users said that they had not encountered any

cyber security problems in the past six months, up by 17.9 percentage points from 2016.

13
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Part 1 The Basiclnternet
Development

1. BasicIinternetResources

1.1An Overview of BasidnternetResources

Up to December 2017, China had 338,704,640 IPv4 addresses and 23,430 blocks/32 of IPv6
addresses.

China had 38.48 million domain names, down by 9.0% annually.tBélihumber df .CNL
domain names increased by 1.2%nuallyto 20.85 million and accounted for 54.2% of the total
domain names

Internationallnternetbandwidth reached 7,320,180 Mbps, with an annual growth rate of

10.2%.

Table1l Comparisorof BasiclnternetResources in Chin®ec. 2016 Dec. 2017

December December Annual Annual growth
2016 2017 increment rate

IPv4 338,102,784 338,704,640 601,856 0.2%
IPv6 (block/32) 21,188 23,430 2,242 10.6%
Domain name 42,275,702 38,480,355 -3,795,347 -9.0%
Wherein, .CN Domain name 20,608,428 20,845,513 237,085 1.2%
Internationalinternetbandwidth
(Mbps) 6,640,291 7,320,180 679,889 10.2%

1.21P Addresss

By December 2017, the number of IPv6 addresses in China had reachedo®3:48(32, a

yearon-year increase of 10.6%.
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The Number of IPv6 Addresses in China
block/32

23430
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18797
16670
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9398
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)
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SourceCCININJICC statistical Survey on Internet Development in China 2017.12

Figurel The Number of IPv6 Addresses in China

All IPv4 addresses had been assigned by February ia0the world. $ce thenthe total
number of IPv4 addresses in China had been basgtaliye The number reache888.70 million

up to December 2017.

Changes in IPv4 Address Resources in China
10,000

33044 33053 33031 33199 33652 33810 33870

27764 I I I I I I I
L L L L L L L

2010 2011 2012 2013 2014 2015 2016 2017

SourceCN\"C Statistical Survey on Internet Development in China 201
Figure2 Changes in IPv4 Address Resources in China

1.3Domain Name

By December 2017, the total number of domain names of @&s88.48 million, down by

9.0% annually.

15
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Table2 The Number of Domain Names in Each Category

Number Proportion in total domain name
CN 20,845,513 54.2%
COM 11,307,915 29.4%
T 1,895,745 4.9%
NET 1,288,239 3.3%
INFO 1,170,601 3.0%
ORG 253,819 0.7%
BlIZ 154,322 0.4%
Others 1,564,201 4.1%
Total 38,480,355 100.0%

Up to December 2017, the numbelt afCNL. domain names reached 20.85 million, increasing
by 1.2% on a yeamnyear basis and accounting for 54.2% of all domain names of ChiG®ML-
domain names were 11.31 million, taking up 29af%he totajandl .T L domain names were
1.9 million, an annual increase of 299.8&hijle the proportion in the total increased from 1.1% in

2016 to 4.9%.

Table3 The Number ofN .CNn  Domain Names in Each Category

Number Proportion in totall CNL. domain names

.CN 16,727,922 80.2%
.COM.CN 2,360,535 11.3%
.ADM.CN 1,309,978 6.3%
.NET.CN 233,738 1.1%
.ORG.CN 149,957 0.7%
.GOV.CN 47,941 0.2%
.AC.CN 9,017 0.0%
.EDU.CN 6,360 0.0%
.MIL.CN 65 0.0%
Total 20,845,513 100.0%

1.4 InternationalinternetGateway Bandwidth

By the end of 201theinternationalnternetGateway bandwidtbf Chinareached’,320,180

Mbps up 10.2% annually.

5Generic toplevel domains (gTLD) are provided by domestic domain nagistration units.
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International Internet Gateway Bandwidth in China

and Its Growth Rate
Mbps 79.3%

7,320,180
6,640,291

5,392,116

36.7%
3,406,824

26.4%
1,899,792
1,389,529 . ‘
2011 2012 2013 2014 2015 2016 2017
=== |nternational Internet Gateway Bandwidth —%— Growth Rate
sourcsCNINJIC  statistical Survey on Internet Development in China 2017.12

Figure3 InternationalinternetGateway Bandwidth in China and Its Growth Rate

Table4 InternationalnternetGateway Bandwidths of Backbone Networks

Internationalnternetgateway bandwidths (Mbps
China Telecom 3,625,830
China Unicom 2,081,662
ChinaMobile 1,498,000
China Education and Research Netwd 61,440
China Science and Technology Netwd 53,248
Total 7,320,180

2. The Developmentf Internetinfrastructure

2.1 Cable length

As of the third quarter of 2017, the total length of optical clibés reached 36.06 million

kilometers, including 5.64 million kilometers of nemes. The length ddptical cable has kept

growing rapidly.

The 4lstStatistical Report on Internet Development in China
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The Total Length of Optical Cable Lines in China
10,000 km
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Sourcex Ministry of Industry and Information Technology 2017.9

Figure4 The Total Length of Optical Cable Lines in China

2.2The Number oBroadbandnternetAccess Ports

Up to the third quarter of 2017, the numbelrgérnetbroadband access ports reached 760
million, a net increase of 71.66 million over the end of the previous year. Regamtinget
broadband access ports, the trentl eéplacingcopper cables with fiber cablescontinuedxDSL
ports decreased by 12.65 million to 26.22 milliamd the proportion fell from 5.4% to 3.4%
annually The Fiber To The Home (FTTH/0) ports reached 630 million, a net increase of 92.3

million over the end ofast year, up from 75.6% at the end of last year to 82.7%.
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The Number of Broadband Internet Access Ports and The
10,000 Proportion of Fiber Access Ports

76195

32108

23239
18781

I—l —

2010.12 2011.12 2012.12 2013.12 2014.12 2015.12 2016.12 2017.9

=== Number of Broadband Internet Access Ports
—<— Proportion of Fiber Access Ports

Sourcex Ministry of Industry and Information Technology 2017.9

Figure5 The Number of BroadbandternetAccess Ports and The Proportion of Fiber Access
Ports

2.3TheNumber of Base Stations for Mobile Phones

Up to the third quarter of 2017, basic telecommunications enterprises continued to accelerate
the construction of mobile network infrastructure. In the first three quarters, a total of 447,000 new
base stationfor mobile communication were added, and tibtal amounted up to 6.041 million.

For example Hetotal number of 3G/4G base stations reached 4.471 million, accounting for74.0 %

and the coverage and service capacity of mobile network continued to be improved.

“In the third quarter of 2017, the number and proportion of 4G base stations was not announced.
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The Number of Mobile Phone Base Stations and The
10,000 Proportion of 4G Base Stations
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Figure6 The Number of Mobile Phone Base Stations and The Proportion of 4G Base Stations

2.4The Development dhternetData Centes

From January to November 2017, thenulativerevenue ofnternetdatacentes gainedby
InternetcompaniesvasRMB11.8 billion and mimtained a positive growth for the fifth consecutive
month, with a yeaonyear increase of 8.2 %As of November 2017, the number of servers

deployed ininternetdatacentes stood at 1.16 million, up by 33.6% from the previous year.

The Cumulative Revenue of Internet Data Centers
and Number of Deployed Servers

. 116.0
103-0 106.7 107.0 110.0 115.3
—
2017.6 2017.7 2017.8 2017.9 2017.10 2017.11

== Cumulative Revenue (100 million)
—»*— Number of Deployed Servers (10,000)

Sourcex Ministry of Industry and Information Technology 2017.11

Figure7 The Cumulative Revenue bfternetData CentesandNumber of Deployed Servers
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3. The Use olnternetResources

3.1 Websites

By December 2017, China had 5.33 million web8jtespresenting a yearly increase of 10.6%.

The Number of Websites in China

10,000
533
482 . ]
423
320 335 ' ' ' ' '
268 | | ! | ! I
. I I I
2011 2012 2013 2014 2015 2016 2017
SourceCI\NlC Statistical Survey on Internet Development in China 201"

Figure8 The Number of Websites in China
Note: Websites with the domain namelof. EDU.CNL: are excluded.

Up to December 2017, China had 3.15 million websites with the domain nameGHMIL ,

representing a yearly increase of 21.8%.

The Number of Websites with the Domain Name of
10,000

Y1FQy 315
259 ‘ |
213 | | | |
158 ' ' ' ' ‘ |
131 4 Y | I | . ‘ |
95 : l I
2011 2012 2013 2014 2015 2016 2017
Source Cl\NlC Statistical Survey on Internet Development in China 2017.

Figure9 The Number of Websites with the Domain NameNbfCNn
Note: Websites with the domain namelof.EDU.CN. are excluded.

3.2Web Pages

As of the end of 2017, China had 260.4 billion web pages, representing a yearly increase of

81t refers to the websites whose domain name registrants are within the territory of the P.R.C.

=
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10.3%.

The Number of Web Pages in China

2604
100 million 2360
2123
1899
1500 | ‘
1227
866
600 ‘ ‘
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Source) Baidu Online Network Technology (Beijing) Co., Ltd. 2017.12

Figure10 The Number of Web Pages in China

There were 196.9 billion static web pages and 63.5 billion dynamic web pages, accounting for

75.6% and 24.4% of the total, respectively.

Table5 The Number of Web Pages in China

] Growth
Unit 2016 2017
rate
Total web pages Page 235,997,583,57¢ 260,399,030,20¢ 10.3%
Page 176,083,292,924 196,908,897,171 11.8%
Static web page Proportion in total
74.6% 75.6%
web pages 1.3%
Page 59,914,290,650 63,490,133,033 6.0%
Dynamic web page Proportion in total
25.4% 24.4%
web pages -3.9%
Web page length (total KB 13,539,845,117,04] 17,107,296,355,29¢
number of bytes) 26.3%
Average number of web Page 48,922 48,828
pages per website -0.2%
Average number of bytes KB 57 66
per page 15.8%

3.3 Mobile InternetTraffic

The number o4G mobile phone users contil® grow at a high rate and mobllgernet

applicationskept increasingboostingthe fast growth of mobildnternettraffic. From January to

November 2017, theumulativemobile Internettraffic totaled 21.21 billion GB, an increase of
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158.2% over the same period of last year.

Mobile Internet Access Traffic
10,000 G

2120743

936122

418680

206231
39936 54083 87926 132138 0623
\ | , eees N - | | |

2010.12 2011.12 2012.12 2013.12 2014.12 2015.12 2016.12 2017.11

Source) Ministry of Industry and Information Technology 2017.11
Figure11 Mobile InternetAccess Traffic

3.4The Number and Category of APPs

As of November 2017, 3.91 million mobile applicati¢A®P) had been available on Chima

market.
The Number of Available Mobile Applications (APP)
10,000
402 400 404 406 389 391
2017.6 2017.7 2017.8 2017.9 2017.10 2017.11
Source) Ministry of Industry and Information Technology 2017.11

Figure12 The Number of Available Mobile Applications (APP)

Up to November 2017, Chinatkomesticthird-party application stores had more than 2.24
million mobile applications, accountingrf65.7%; the number of mobile applicatigmevided by

Apple Store (China) exceeded 1.78 million, accounting for 44.3%.
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Third -party App Store and that from Apple Appstore

ri

2017.6 2017.7 2017.8 2017.9 2017.10 2017.11
= Chi nans -party App &tore
= _Apple Appstore
Sourcex Ministry of Industry and Information Technology 2017.11

Figure1l3The Ratio between tHéumberof Apps from Chiné Third-party App Store and that

from Apple Appstore

From June to November 2017, gaming applicatmorginued to takep a large proportion.

Up to the end of November, the number of gaming applications exceeded 1.11 million, accounting

for 28.4% of the totapplicationsthat of life service applicationsas more than 497,000, ranking

second and accounting for 12.7%; that-cbenmerce applications was more than 408,000, ranking

third and accounting for 10.4%; that of office and education reached 314,000, ranking fourth and

accounting for 8.0%.

The Proportion of Mobile Apps by Category
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Sourcex Ministry of Industry and Information Technology

Figure14 The Proportion of Mobile Apps by Category
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4. ThelnternetAccess Environment

4.1 InternetAccess Devices

By December 2017, 97.5% of Chinese netizens accesskddheetvia their mobile phones,
an annual increase of 2.4 percentage p@iats the end of 201&howing a recordhigh utilization
ratio; 53.0% used desktops and 35.8%ed laptops, both declinng from the end of 2016.
Specifically, the proportion of those using desktops decreased pgrtentage pointdeantime,
the proportion of those accessing thiernetvia their TVs reached 28.2%, up by 3.2 percentage

points on an annual basis.

The Usage of Internet Access Devices

95.1% 97.5%

60.1%
53.0%

36.8%
35 8% 31.5%
I I 25.005 28-2% $7.1%

Desktop Laptop Mobile Phone Tablet PC
= 2016 = 2017
sourceCNINIC Statistical Survey on Internet Development in China 2017.12

Figure15TheUsage ofinternetAccess Devices

4.2\enues ofinternetAccess

Up to December 2017, 85.6% of Chinese netizens accesdatktinetvia computers at home,
down by 2.1 percentage points from the end of 2016; the proportion of netizens who did so at

Internetbars, workplaces, schools, and public places all edged up.
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Venues Where Internet Users Use Computers for Internet

Access

87.7%

85.6%

35.5% - 36.8%
16.3% 19.3%

% 19.1% 79
I I 16.5% 0 16.4% 18.7%

Home Internet Bar Workplace School Public Place

= 2016 = 2017

Source;CN\"C Statistical Survey on Internet Development in China 2017.12

Figure16 Venues WherénternetUsers Use Computers forternetAccess

4.3 The Proportion of Broadband Subscribeatthe Speed of
8Mbps/20Mbps or above

As of November 201thebroadband subscribers accessingmiternetat a speed of 20Mbps
or above accounted for 91.2% of the tdiedadband subscriberan increase of 13.4 percentage
points over the end of 201By the end of 201% the proportion of broadband users accessing the

Internetat a speed of 8Mbps or abovelhaached 91.0%.

°In November 2017, the Ministry of Industand Information Technology of the People's Republic of China
di dndét publish the proportion of broadband subscribers ai

=
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The Proportion of Broadband Subscribers Accessing the
Internet at a Speed of 8Mbps/20Mbps or above

91.0% 91.2%

69.7%

16.0%

2012.12 2013.12 2014.12 2015.12 2016.12 2017.11

—— Proportion of Broadband Subscribers Accessing the Internet at a Speed of 8Mbps or above
—#— Proportion of Broadband Subscribers Accessing the Internet at a Speed of 20Mbps or above

SourceX Ministry of Industry and Information Technology 2017.11

Figurel7 The Proportion of Broadband Subscribers Accessingnteenetat a Speed of
8Mbps/20Mbps or above

4.4The Scale and Proportion of Fiber Broadband Users

In 2017 the program for urban broadband construction continygdnmte the popularity of
fiber broadband. From January to November, the Fiber To The Home (FTTH/0) subscribers
increased61.73 million Their numbertotaled 290 millionand accountedor 83.6% of all

broadband subscribemn increase of percentage points from the end of 2016,.
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The Scale and Proportion of Fiber Broadband Users
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Figurel8 The Scale and Proportion of Fiber Broadband Users

4.50nline Duration

In 2017, the average online duration of Clingetizens wa27.0 hours per week, an increase

of 0.6 hour compared with the data in 2016.

The Average Online Duration of Internet Users, per

hour Week
25.0

26.1 26.2 26.4 27.0
20.5
18.3 18.7 I ! . | | |
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SourceCN\"C Statistical Survey on Internet Development in China 2017.12

Figure19 TheAverage Online Duration dhternetUsers per Week

4.6Average Download Raten thelnternet

In the third quarter of 2017, the weighted average of-fieak and norpeaktime download

=
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speed¥ for fixed broadband users was 16.4 Mbit/s, up by16.2% from the previous quarter; the
average download speed foobile broadband users accessinglttiernetvia 4G network was

15.4 Mbit/s, up 14.5% from a quarter earlier. Since Gugding Opinionson Accelerating the
Construction of HigiSpeed Broadband Networks, Boosting Internet Speed and Lowering Internet
Chargeswere releasethy the General Office of th&tate Counciin 2015, relevant competent
departments havgeen devoted td increasing the network speed and reducing access charges
China's broadband network entered a new perigamfl development. Since 2018e Internet

speed habeendoubled andhe work ofacceleratiornas achieved remarkable results.

The Average Download Rate of Fixed Broadband/4G
Network

13.
11.8311.93 1541
10.47

3.71 4.03 4.09 4.25
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—*— Average Download Rate of Fixed Broadband
—=— Average Download Rate of 4G Network

Source: Broadband Development Alliance 2017.9

Figure20 The Average Download Rate of Fixed Broadband/4G Network

1°The weighted average of petikne and norpeaktime download speeds is obtained thiotge following steps:
dividing the number of samples detected at peak time angeaktime by the total sample siaspectively, to
obtain two quotients; multiplying the two quotients by the piale average and the n@eaktime average
respectivelyto obtain two products; summing up the two products to obtain the weighted average tfhpeak
and nonpeaktime download speeds.
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Part 2 The Development ofinternet
Applications

1. The Scaleof InternetUsers

1.1 The OverallScaleof InternetUsers

Up to December 2017China had 772 millioninternetusers, up 40.74 million over the
previous year. Thinternetpenetration reached 55.8%, up 2.6 percentage points from the end of

2016.

The Scale of Internet Users and Internet Penetration in

10,000 persons .
China 55.8%
53.2%

50.3%

47.9%

45.8%
42.1%

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

=== Scale of Internet Users —%— Internet Penetration

Sourcex C'WIC Statistical Survey on Internet Development in China 2017.

Figure21 The Scaleof InternetUsers andnternetPenetratiorin China

The scale of Chinas Internet users continued to grow steadily. We have kept making
innovations in thénternetmodel, sped up the integration of online and offline services, and made
more public services accessilnline. All these efforts have served as a spur to the increasingly
growing number of Chirta netizens. In 2017, General Secretary Xi Jinping repeatedly mentioned
thelnternetin the 19th CPC National Congress report. The importance titdmmetin the socie
economic development has become more prominent. China has moved forward with the national

strategy for cyber development. Over the past year, Chin@metindustry has accelerated

e
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integration with other industrieSh e strategy af2@Madehdasn Kéhem i mpl e
all directions, the industridhterneth as been vi gor ou fterpetpd russndo theads, keemd
promoting the upgrading of traditional industri&ke Internet big data, artificial intelligence and

real economy hasowed from the initial integration to deep integration, and the transformation and

upgrading has been brought about at a higher spégithl economy has become a new engine for

economic developmeninternetand digitization have transformed the tradiibeconomy into the
Interneteconomy The spread of IT services, the vigorous development ofritegnetdriven

poverty alleviation and the improvement of public service have allowed the peagiaraihe

results ofinternetdevelopment.

1.2 The Scaleof Mobile InternetUsers

As of December 2017, the number of molileernetusersin Chinareached 753 million, an
increase of 57.34 million from the end of 20T&e mobile netizens accounted for 97.5% of the
total netizen population, while this percerdagas 95.1% in 2016. The proportion of mobile

netizens further climbed on a high base.

The Scale of Mobile Internet Users and Their Proportion in

10,000 persons Total Internet Users  in China

95.1%

85.8% 90.1%

81.0%

41997

.£7/0
35558
30274
24.0%
5040
.

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

mmsm Scale of Mobile Internet Users
—>— Proportion of Mobile Internet Users in Total Internet Users

Source)cmlc Statistical Survey on Internet Development in China 2017.12

Figure22 The Scaleof Mobile InternetUsers and heir Proportion inTotal InternetUsersin
China

In 2017, the mobildnternethad three charactrs: diversified service scenariosncresead

mobile devicegndenlargedsolume of mobile data. First of alomprehensive mobile application

=
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platforms were integrated withe functions ofocial networking, information services, financial
services, tradgeand livelihood servicesind became orgtopservice platforrato expand the scope
and influence Second, smart devicepresented bynobile phons, laid the foundation for the

I interconnectivity. of all things, and thinternetof Vehicles and smart appliances upgraded the
experience of travel and livingcontributing to enhancepersonalizedand smart application
scenariosHnally, as the demographic dividend gradually disappears and the sbtakrioétusers
tends to be skde, massive mobile data has become new valuable resoGueels data to be
combinedwith big data processing technologiedi createmore valuable potentidbr the mobile

Internetindustry.

1.3TheScaleof InternetUsersin RuralAreas

Up to December@L7, China had 209 million rurldternetusers, accounting for 27.0% of the
national totahetizensan increase of 7.93 million or 4.0% from the end of 2016; it had 563 million
urbaninternetusers, accounting for 73.0%, an increase of 32.81 million286 6rom the end of

2016.

The Urban -rural Structure of Chinese Internet Users

72.6% 73.0%

27.4% 27.0%

Urban Areas Rural Areas
= 2016 = 2017

Source C'\NIC Statistical Survey on Internet Development in China 2017.12
Figure23 TheUrbanrural Structure of ChieselnternetUsers

As of December 2017, tHaternetpenetration in Chieseurban areas was 71.0% while that
in Chineserural areas was 35.4%. In the meantime, the utilization ratetefetapplications
varied from one region to anothenainly depending orlypes ofApps and regional feature©n
the one handdue to a high thresholfdr use rurallnternetusers lagged behind urbbmernetusers

in the business and finandeps. For example, the urbamrral gap ranged fro@0%to 25% inthe
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useof Apps foronline shopping, travel booking, online payment bnternetfinance. On the other
hand in terms ofApps with distinct regional featuresiuch asonline meal ordering, online car
hailingandshared bikethe utilization ratein urban areaweremore prominent thathosein rural
areas and each exceededral aready at leasR0 percentage pointslowever, asfor theearlier
developedasic applications such as instant messaging, online music and onlinetividedyan

rural gap in utilization ratio was not very significant, about 10 percentage points.

1.4Analysis of NonInternetUser®Status Quo

Rural residentsook up adominantpart of non-Internetusers. By December 2017, of 611
million nortinternetusers in China, those in urban araesounted for 37.6%wvhile those in rural
areasvere62.4%.

Shortage ofnternetskills and limited literacyevel are major factors preventing Anetizens
from accessing thimternet According to a surve¥3.5% of nometizens dod access thinternet
due to shortage of knowledge about computer ointieenet 38.2% ofthemnot because they dan
master pigin or the Chinese phonetic alphabet; 9.6%hefmnot because afo needs or interests

to accesshelnternet and14.8% ofthemnot due tano computeror local accest theInternet

Reasons Why Non -Internet Users Don't Access the Internet

53.5%

Lack of Not master Pinyin  Too old or too No need/interest  No computer or No time for No local access
computer/Internet and other young other Internet Internet surfing to the Internet
knowledge limitations in devices

education level

Sourcex CM‘IC Statistical Survey on Internet Development in China 2017.12

Figure24 Reasons Why NeinternetUsers Don't Access theternet

To prompt nometizens to surf thinternet it is necessaryo improve theirinternetskills,
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reduce thdnternetaccess costand stimulatether demand. According toa survey,among the
nonnetizens, 31.9%verewilling to access thinternetif they were providedreeInternettraining

28.9%were sodueto reducednternetcharges and 25.4% due to free accessittbenetdevices;
32% netizens chosé access thénternetto communicate with others, 26.48 increase their

incomes and 17.5% doonline shopping.

Factors Facilitating Non  -netizens to Access the Internet

free online training and guidance

declined Internet charge

prdviding barrier-free Internet
Y o devices
convenient.communication between
'you and your fa

helping increase your income 1 1

| aconvenient way for you to
b purchase-preduets

Sourcex C'ch Statistical Survey on Internet Development in China 2017.:

Figure25 FactorsFacilitatingNon-netizens to Access thisternet

2. The Structure onternetUsers

2.1 Gender Structure

Up to December 2017, the matefemale ratio was 52.6:47.4 among Chinkgernetusers
and as of the end of 2016 the maldemaleratio was 51.2:48.8 in the tot&@lhinesepopulation
These ratios indicathatthe gender structuref Chinese netizensecameclose to the sex ratio of

the total population.
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The Gender Structure of Chinese Internet Users

52.4%
52.6% 47.6% 47.4%
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= 2016 = 2017
SourceyCM"C Statistical Survey on Internet Development in China 2017.12

Figure26 The Gender Structure of ChaselnternetUsers

2.2Age Structure

An overwhelming majority of Chinese netizens were age890Jp to December 2017, of
Chinesdnternetusers, 73.0% aged -B9. Among them30.0%wereaged 2629, 19.6% aged 10

19 and 23.5% aged 3B, showing little change from the end of 2016. Compared with the end of

2016, the percentage of those aged 60 or above rose, indicating th@tiethetcontinuedto

penetratento the elderly population

The Age Structure of Chinese Internet Users
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Source;CM"C Statistical Survey on Internet Development in China 2017.12

Figure27 TheAge Structure of ChinedaternetUsers

2.3Education Structure

Netizens with a secondary education level constituteriijer part Up to December 2017,

junior high school students constituted 37.9% of the Chinese netizen population, and this

e
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percentage was 25.4% for senior high school/secondary specialized school/technical school
students. Theercentage of netizens with the education level of junior high soieeased by 0.6

percentage points from the end of 2016.

The Education Structure of Chinese Internet Users
37.3% 37.9%

15.9%  16.2% I I

26.2% _ _ 25.4%

primary school or  junior high school high junior college undergraduate
below school/secondary education or above
specialized
school/technical
school
= 2016 =2017
SourcexCM"C Statistical Survey on Internet Development in China 2017.12

Figure28 The Education Structure of Chineb#ernetUsers

2.4 Occupational Structure

Middle school students are the largest groupntérnetusers Up to December 2017, of
Chinesdnternetusers, 25.4% were students; 21.3% wereesalbloyed businessmen/freelancers;
and 14.6% were enterprise managers and ordinary staff members. The occupational structure of

Chinese netizens remained stable.
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Figure29 The Occupational Structure of ChinelsgernetUsers

2.5Income Structure

Netizens with a monthly incorke at a middle or high level form the larggstrt of Chinas

netizens. By December 201the proportions of netizens with a monthly income of RMB 2001

3000 and RMB 3006000 were 16.6% and 22.4%espectively In 2017, as the scale of high

income netizen group increased, the proportion of the netizen group with a monthly income of more

thanRMB 5,000 increased by 3.7 percentage points over the end of 2016.

Ugpecifically, the income of students includes living allowances provided by families, salary earned frem work
study prograrg, 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 who are jobless, laid
off or unemployed includes the living allowanceewided 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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The Structure of Monthly Personal Income of Chinese

Internet Users
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Figure30 The Structure of Monthly Personal Income of GéselnternetUsers

3. The Development of PersoraternetApplications

The year of 2017 saw the fast development of perdotahetapplications. Users of various
applications were growingror example, sersof online meal ordering grew by 64.6% annudlly
terms of mobile phone applications, users of mobile meal ordaridgmobile travel booking

increased by 66.2% and 29.7féspectively

Users of basic applications grew steadily, and platformsf basic applicationssoughtfor
new drivers for differentiated growth.

Users of basitnternetapplicationssuch asnstantmessaging, information searching, network
news and social networkingrew steadily. Theinstant messagingector has been further
standardizedthepositioning of instant messaging products has been futiffierentiated and the
capability to conneoctarious services in daily life has been continuously expanded. Search engines

have been used via mobile devices more frequedttificial intelligence has continued to inject

e
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growth impetus into the search engine market, providing valuable user date fondkatve
development ofthe diversified platforms of search enginecompanis. Relevant laws and
regulationononline newdhave been furtheenhanced. fie traditional news media has spedh
Internetbased transformatiomultiple forms of media havintegrated, and the sector eatenew
developmenstageThe functions of various social networking platforms have become increasingly
improved, social networking has been developed into an ecological platforonnecting all

thingd: , and the influencef social media has been remarkably improved

The scale of online meal ordering users saw significant increase,and the online and
offline integration of business transaction applicationgxpedited.

Business transaction applications kept increasing at a fast pace iVt Bbviously users
of online meal ordering grew by 64.6% annually. With the improvement of laws and regulations in
the ecommerce field, the -eommercesectorhas continued teshift to a high-quality, high
efficiency stagand madgood resultsand he integration of vline and offline activitiesvas made
evendeepr. The environment for the online meal orderisgctorhas been further optimized,
frequentmarket demands have bemade and online meal ordering platforms and catering brands
began to prioritize building their own brands terms of travel booking, travel companies have
strengthened strategic cooperation, introduced more tourism theme, and driven market sales with

products and services.

The proportion of users ofoffline payment increased in rural areas, and the user scale of
Internet finance rose significantly.

Chinas mobile payment users have continued to expandtteidhabit has been further
consolidated. The proportion iternetusers paying their offline bills via mobile phones increased
from 50.3% at the end of 2016 to 65.5%. Offline payment has peneintiedral Internetusers
at a faster pace, and the proportiorrwfl Internetusers using offline payment increased from
31.7% at the end of 2016 to 47.1%. 129 million netizens had purcimésettiinancing products,
an increase of 30.2%ver the end of 2016, and theernetfinancing markefeatureddiversified
developmentAt the same time? 2P credit market continued to lower the interest rate on laads,

loanbusines wasin fuller compliance with relevant laws.

The user scale of online entertainment continued to grow at a high speaahd the cultural
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entertainment stepped into a period of full bloom.

In 2017, the user scale of online entertainment applications maintained-spbiggh growth.
Driven by a strong market demarmhlicy stimulation andyuidance, and resource support from
enterprises, the online lkwral entertainmensectorentered a period of full bloomMdmong all the
online entertainment applications, the annual growth rateeafcale ofive streaming users ranked
thefirst, reaching 22 %, while that of online games users ranked the last,ueting to 5.9%. In
the meantime, the content of online cultural entertainment has been further standardized, and the
revenue of the online entertainmaettorrepresented by online games and video has grown. The
soundrevenue has motivated onlieatertainment companies to provide more support for content

creators, laying a solid foundation for the prosperity of online entertainment content.

China& shared bike users exceeded 200 millioand regulations for online car-hailing
serviceswere gradually introduced.

In terms ofthe growth of user scalehared bike became the most significapplication type
in the second half of 201with its usersreacling 221 million. Shared bike has covered Cl@na
major cities and penetratedo 21 overseasourtries. At the same time, as the industry competition
becomes more fierce, smaid mediurrsized enterprises, due to weak capital strength and limited
innovation capabilities, generally began to face growing pressure from their capital chain in the
seconchalf of 2017 As a resultmost of thenexitedfrom the marketSince thenterim Measures
for the Administration of Online Taxi Bookisgrvicecame into force, local provisions on online
carhailing service have been introduced to realign teatry threshold. Online cahmailing
companiessought fortransformation and crosector integration to enhance profitabilifyhey
cooperated with travel and recruitment companies to shetemer resourcemd conductross

sector marketing.
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Table6 Usage Rate dhternetApplications by Chinese Netizens Dec. 20I%ec. 2017
| 1 eeawr T oeame T
The

The

Number of percentage of Number of

percentage of

o Internet Annual
Applications Internet users | Internet users | Internet users

users using | growth rate
the

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

application

72023 93.3% 66628 91.1% 8.1%
63956 82.8% 60238 82.4% 6.2%
57892 75.0% 54455 74.5% 6.3%
54809 71.0% 50313 68.8% 8.9%
Online payment 53110 68.8% 47450 64.9% 11.9%
Online shopping 53332 69.1% 46670 63.8% 14.3%
Online banking 39911 51.7% 36552 50.0% 9.2%
Travel booking!? 37578 48.7% 29922 40.9% 25.6%
28422 36.8% 24815 33.9% 14.5%
12881 16.7% 9890 13.5% 30.2%
Online stock or
6730 8.7% 6276 8.6% 7.2%
fund trade
Microblog 31601 40.9% 27143 37.1% 16.4%
Map query 49247 63.8% 46166 63.1% 6.7%
Online meal
. 34338 44.5% 20856 28.5% 64.6%
ordering
15518 20.1% 13764 18.8% 12.7%
Online taxi-hailing
. 28651 37.1% 22463 30.7% 27.5%
service
Online car-hailing
. . 23623 30.6% 16799 23.0% 40.6%
service or fast ride
42209 54.7% 34431 47.1% 22.6%
Sharedbike 22078 28.6% - -

2Travel booking: It is defined in this report as booking air tickets, hoté, tickets and travel & vacation
products via Internet in the last 6 months.

B jve streaming services surveyed for this report include live sport broadcasting, host live show, live game
streaming, and live concert streaming.
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Table7 Usage Rate of MobiltnternetApplications by Chinese Netizens Dec. 20I#ec. 2017

Dec. 2017 Dec. 2016 -
The The

ercentage of ercentage
Number of . J Number of . J

- 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
. 69359 92.2% 63797 91.8% 8.7%
messaging
61959 82.3% 57126 82.2% 8.5%
Mobile search 62398 82.9% 57511 82.7% 8.5%
51173 68.0% 46791 67.3% 9.4%
Mobile video 54857 72.9% 49987 71.9% 9.7%
Mobile payment 52703 70.0% 46920 67.5% 12.3%
Mobile shopping 50563 67.2% 44093 63.4% 14.7%
Mobile games 40710 54.1% 35166 50.6% 15.8%
Mobile banking 37024 49.2% 33357 48.0% 11.0%
Cell phone literature 34352 45.6% 30377 43.7% 13.1%
Mobile travel booking 33961 45.1% 26179 37.7% 29.7%
Mobile email 23276 30.9% 19713 28.4% 18.1%
Mobile education
11890 15.8% 9798 14.1% 21.3%
course
Mobile microblog 28634 38.0% 24086 34.6% 18.9%
Mobile map and
! - 46504 61.8% 43123 62.0% 7.8%
mobile navigation
Mobile meal ordering 32229 42.8% 19387 27.9% 66.2%

3.1The Development of Basic Applications

3.1.1lInstant Messaging

Up to December 2017, China had 720 million users of instant messaging, accounting for 93.3%
of the total netizen population and representing an increment of 53.95 million from the end of 2016.

Users of mobile instant messaging reached 694 million, cairggits2.2% of mobile netizens and

=
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recording an annual increase of 55.62 million from the end of 2016.

User Scale and Usage Rate of Instant Messaging/Mobile
Instant Messaging Dec. 2016 Dec. 2017

10,000 persons

93.3%
91.196 91.8% 72025 92:2%

66628 & 69359

63797

2016.12 2017.12

=== nUMber of instant messaging users
=== number of mobile instant messaging users
proportion of instant messaging users in total netizens
—<— proportion of mobile instant messaging users in total mobile netizens

SouerC'\NIC Statistical Survey on Internet Development in China 2017.12

Figure31 User Scale and Usage Rate of Instant Messaging/Mobile Instant Messaging Dec. 2016
L Dec. 2017

The scale of instant messagiusers increased steadily in 2017, andstworwas further
standardized. In September 2017, the Cyberspace Administration of China isdeedigiens on
the Administration ofnternetGroup Messagingwhich regulates group network behaviors and
information release and aims to make network space for groups more civilized and orderly. From
the perspective oflevelopment, we need to follow the three main directior@nely, the
differentiation of instant messaging products, the expansion of servineatiity capacity and
the enhancement of application capabilities in office scenarios

First, the differentiated positioning of instant messaging products was more apparent in 2017.
Because of the increasing information, services and content on therpjatfeChat launched two
functions of fASearchodo and ATop Storieso to explc
userdneeds. QQ attached much importance to the integration of reading, games, live streaming and
other entertainment functions, aiming to become a leisure entertainment platform for young users.
Instant messaging products represented by Momo were trylmertme panentertainment social
networking platforms, hoping to improve their revenue with live streaming.

Second, those instant messaging products represented by WeChat continued to expand their
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connectivity of various services in daily life. Different fromrious payment services via mobile
payment in 2016, the function of AMinNni Programso
the connectivity to online and offline services for users. These services include travels, offline
catering, electronic invoiceand others. According to relevant data released by WeChat, mini
programs on its open platform, as of the third quarter, had covered more than 200 subcategories in
over20industry categories.

Third, the application capabilities of instant messaging iic@fcenarios were increasingly
improved. In March, Tencent launch&dT | ,M dnobileendinstant messagingPP that focuses
on collaborative officdunctions in addition toits enterpriseNeChat productsThe APPguickly
became popular witbsersthanks © Tencends advantages in distribution channel. In September,
DingTalk, one of Alibaba®s Apps, launched a new version and took the instant messaging for
enterprises as the core to expand the field of smart office hardiyai@videdstronger suppofor
enterprise business withstant messaging products for office. As of the fourth quarter, DingTalk
and WeChat announced that they had more than 5 million and 1.5 million registered companies,

respectively, and will keep growing in the future.

3.1.2SearchEngine

Up to December 2017, China had 640 million search engine users, an annual increase of 37.18
million or 6.2% over the end of 2016; it also had 624 million mobile search users, an annual increase
of 48.87 million or 8.5%,The utilization ratios of sear@mgineand mobile search were82.8%
and82.9% respectivelyAs search engine is a babiternetapplication, the growth rate of its users

continues to keep pace with the overall growth rataetefnetusers.
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User Scale and Utilization Ratio of Search/Mobile

10,000 persons Search Dec. 2016 - Dec. 2017

82.7% 63956 82.9%
60238 # 62398
0
57511
2016.12 2017.12

== nuUMber of search users
==== number of mobile search users
usage ratio of search (by all Internet users)
—>—usage ratio of mobile search (by all mobile Internet users)

SourceCNINIIC  statistical Survey on Internet Development in China 2017.12

Figure32 User Scale and Utilization Ratio of Search/Mobile Search Dec. 2D&6. 2017

In 2017, an increasing number of users utilized search engine via their mobile devices.
Although the number of mobile search users grew at a slow ratiectieenent still exceeded the
overall increment of search users and the mobile searchreseamedthe main part of search
users. From the perspectiverefenue, the proportion aévenueof search engine companiesm
mobile search continued tacreasen thetotal revenueThe Q3 financial reporof Baidu showed
thatits revenue from mobile search accounted for ##%s total revenueup by 9 percentage
points from the same period of last yearthe third quartethe mobile searchraffic of Sogou
increased by 38% from a year eatlibe clickthrough rate omobile-endadsalsowent up,and
paid clicksfor mobile search grelwy 64.8% yeapn-year and 27.3%uarter on quarter

Artificial intelligence has continued to boost the search engmarket and hea search
engine applicationeemainfundamentalnternetapplications in the mobillterneterawhen there
is no moretraffic dividend. It has also provided valuable user data fointh&vative development
of diversified search engindgtforms. For one thing, artificial intelligence technologies have kept
improving the recommendation algorithm, helped the search engine better understand search
content and interest of users, and provided connection services with higher value, thereby
promoting the increase of paid clicks and enhancing the monetization rate of advertising products.
For another, products of artificial intelligence technologies have providgaved solutios for
multi-hardware, multplatformandmulti-input searchesSpeech input and image recognition have
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provided users with a more convenient search experidheequestioranswer technology based

on the natural language processing has offered users a more natural search experience.

3.1.30nline News

As of December 2017, China had 647 million of online news readers, accounting for 83.8%
of all netizens, with an annual increase rate of 5.4%. Specifically, 620 million people, or 82.3% of

mobile Internetusers, read news on their phoras] theannual icreaseate was.5%.

User Scale and Utilization Ratio of Online/Mobile News

Dec. 2016 E Dec. 2017

61390 64683 61959

o 57126

10,000 persons

2016.12 2017.12

= nUMber of online news users

=== numMber of mobile news users

——usage ratio of online news (by all Internet users)
—>»—usage ratio of mobile news (by all mobile Internet users)

SourceC'\NIC Statistical Survey on Internet Development in China 2017.12

Figure33 UserScaleandUtilization Ratio of Online/Mobile News Dec. 2016 Dec. 2017

In 2017, the development of news and information was characterized by three aspects.
First, laws and regulations concernirgternetbased news were further improved,
standardizing theectoraldevelopment. On May 2, 2017, tReovisions for the Administration of
Internet News Information Servicess issued by the Cyberspace Administration of Cranal
has been enacted sindene 1, 2017. Relevant provisions have been introduced to further
standardize thinternetnews and information services. While protecting the legitimate rights and
interests obrganizatios working oninternetnews and information services, these pravisihave
also promoted the healthy and orderly development cdeéhtor ofinternetnews and information
services.

Second, the traditional news media has sped up the transfortmasied orthe Internet with
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media convergence entering a new stage ofldpreent. The People's Daily, Xinhua News Agency,
China Central Television (CCTV) and other traditional mainstream news media have given higher
priority to thelnternetbased mediaBy studying and usintnternetproducts and formshey have
deepenedhe onvergence in content, channels, platforms, and manageGmrgequentlythey
havecreatel a number of new news and information platforms covering diverse forms, utilizing
advanced means and havsmundpenetration, guidance, influenaad credibility.

Third, the competitiorfocus betweeninternetnews and information platforms has shifted
from traffic to content, forms, and technologies. Various news and information platforms have
competed with each other to acquire quality contezsidingcompanies have continued to provide
more support for original content. Based on user demands and related technologies, rich media
content including short video, live streaming and virtual reality (VR) has gradually constituted the
infrastructurefor the £ctoraldevelopment. With artificial intelligence as the core, technolagy
become the core competitiveness of information platforms, facilitating the further development of
information aggregation platforms in information recommendation, marketihgger content

creation, and interactive communication.

3.1.4Social Networking Applications

As of December 2017, the utilization rate/@Chat Moments and Qzoneached 87.3% and
64.4% respectively; Microblog as a social media continuddytout inshot videos and mobile
live streaming in 2017with utilization ratio rising to 40.9%, up3.8 percentage points from
December 2016Utilization rates of Zhihu, Douban, and Tianya Community were all improved,

reaching 14.6%, 12.8% and 8.8%, respectively.
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The Usage Rate of Typical Social Networking

85.8%

WeChat Moment 87.3%

Qzone
Microblog
Zhihu
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Community 8.8%

Linkedin mm 2:8%
3.6%

= 2016.12 =2017.12

Sourcex C'\Nlc Statistical Survey on Internet Development in China 2017.12

Figure34 The Usage Rate of Typical Social Networking Applications

In 2017, the functions of various social networking platforms were increasingly improved, and
media communication gained stronger influence.

Social networking is develapy into an eceplatform I' connecting all thingls . Social
networking applications have an increasing number of functions ranging from instant messaging to
news feeds, live video, payment and transactions, games, and public services. The trend of
platforms ©vering many areas is apparent, increasiegr® adhesiveness. Meanwhile, social
networking has expedited the diversified development ofrttegnetbusiness model. Marketing
services and mobile advertising based on social networking have become tlaetmesareas
Combinedwith functions of social circles and location servijcadine marketing has been more
targeted and personalized to become theeald@tance of @ommerce.

The communication of social media gained stronger influence. As one ofottepopular
media types ihnternetbased media, social media has become an important force of online content
dissemination, thanks to its large user base, rapid information dissemination, and strong interactive
functions. For one thing, the traditional die actively embraces social networking by opening
official microblogs and WeChat official accounts to publish authoritative information, expand the
scope of communication, and strengthen public opinion. For another, the influencdviedideis

increasinty expanded. As of the third quarter of 2017e¢ monthly active usersf Sina Weibo
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amounted up to 376 millioH. Hot topics are updated every ten minutes to impact online public
opinion on well-discussed issuefternetcelebrities and microblog useltsat have passeetat

name authentication have stronger influence on online topics.

3.2The Development of Business Transaction Related Applications

3.2.10nline shopping

Up to December 2017, China had 533 million users of online shopping, accountifdlidr 6
of the total netizen population and representing an increase of 14.3% from the end of 2016. The
number of mobile shoppers grew rapidly to 506 million, a-geeyear increase of 14.7%. The
usage rate of mobile shopping increased from 63.4% to 67.2%eAame time, online retailing
sectorcontinued to maintain higepeed growth and its annual turnover reached RMB7175.1 billion,

a yearon-year increase of 32.2%, up 6 percentage points from the end of 2016.

User Scale and Utilization Ratio of Online/Mobile Shopping Dec. 2016

Dec. 2017
10,000 persons 69.1%
63.8% B
e 67.2%
0,
63.4% 53332 50563
46670 44093
2016.12 2017.12

== number of online shopping users
=== nUMber of mobile shopping users

usage ratio of online shopping (by all Internet users)
——usage ratio of mobile shopping (by all mobile Internet users)

Sourcex CININJICC statistical Survey on Internet Development in China 2017.12

Figure35User Scale and Utilization Ratio of Online/Mobile Shopping Dec. 201@®ec. 2017

In 2017, interms ofthe laws and regulations, model transformation, online and offline
integration the online shoppingectorwas featured by the following aspects.
First d all, laws and regulations in the field ctemmerce kept improving. For one thing, the

legal system for-eommerce has been developing at a higher rate. The draft BfGloenmerce

Source: Sina Weibo
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Law wassubmitted to the Standing Committee of the National People's Congrehe $econd
review in Octoberafter opinions from all partielsad beersolicited For another, policies and
standards were introduced in succession.lfifementation Plan for Fésring the ECommerce
Development (2018018) and theGuidelines for the Standardization of Online Retailingre

issued successively. At the same time, judicial innovations imtemetfield have continued to
indirectly promote the development sEemmerce. In July, Hangzhou set uplaternetcourt to

focus on resolving disputes related to online shopping and contracts within its jurisdiction, reducing
the cost of litigation in online transactions. By the end of 2017, 4,859 cases had been fited, 3,0
of which were settled.

Then, thesectorhas continued to transform itself iradnigh-quality, highefficiency one and
achieved positive results, as shomainly in the following three areas. First, the quality of online
consumer goods has kept imprayirNetEase Yanxuan, Youpin under Xiaomi Corporation, and
otherpremiume-commerce platforms flourished, directly connecting manufacturers and consumers
and promoting the supplside reform in the circulation field. Second, online seraidented
consumpin has maintained higépeed growth. In 2017, the transaction amount of online non
physical retail reached RMB1694.5 billion, accounting for 23.6% of the total. Third, green e
commerce and secoiidind ecommerce have entered the period of rapid developmbatuse of
new energy vehicles, green packaging, electronic freight notes and electronic invoices has been
further promoted. Online consumer platforms such as sdtamd automobiles and goods have
increased the utilization efficiency of commodity byemtating idle social resources.

Finally, with the onlineandoffline integration deepened, online shopping penetrated offline
physical stores apparently. In 2017, Alibaba conducted strategic partnership with Shanghai Bailian,
Auchan and other retailing emprises; JD.com established several offline experience stores and
specialty stores called JD Home, reflecting thabmmerce companies are moving towards offline
business at a faster pace. The integration of resources has led to the digital upgthdisgpgdly
chain in the circulation field, resulting in synergies of suppliers, sales channels, warehousing, and
stores. The emergence of new models, such as mixed operations of Fresh Hema and unmanned
retail stores, reflects that the digital and inteligdevelopment of the circulation sector is taking

shape.
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3.2.20nline Meal Ordering

Up to December 2017, 343 milliomternet users had ordered meals online, an annual
increment of 135 million or 64.6% from the end of 2016. Online meal ordering continued to grow
at a high speed. Specifically, 322 million of them did it via mobile phones, an increase of 66.2%,

and their proportio in the total increased to 42.8%, up by 14.9 percentage points.

User Scale and Utilization Ratio of Online/Mobile Meal Ordering Dec.
20161 Dec. 2017

10,000 persons
44.5%

34338

2016.12 2017.12
=== number of online meal ordering users
=== nUMber of mobile meal ordering users
usage ratio of online meal ordering (by all Internet users)
—»—usage ratio of mobile meal ordering (by all mobile Internet users)

Source;C'\NIC Statistical Survey on Internet Development in China 2017.12

Figure36 User Scale and Utilization Ratio of Online/Mobile Meal Ordering Dec. 201®ec.
2017

First of all, the development environment for #eetorhas been further optimized. First, the
legal regulations in the field of food safety have kept improving. The R8¢ ¥Work Arrangements
for Food Safetyeleased byhe General Office of the State Council put forward the criminalization
of food fraud The 14 departments including the State CouilcHood Safety Office jointly
publisredthe Opinions on Improving the Quality and SafetZatering requiring hat online meal
providers must have physical stores and licerGbma Food and Drug Administration issued the
Measures for the Supervision and Administration of Food Safe@niime Catering Services
Second, the market structure has been further asdyr AfterElemebought Baidu Takeout, the
market has entered a new stageampetition betweeMeituan Takeouaind Eleme Platform
based resources have been further integrated, which is conducive to the refined operation of

enterprises.
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Then, the scalef users has maintained higheed growth, anfdequentmarket demands have
been made. The scale of users increége@¥%on ayearon-yearbasisin 2017. Meanwhile, after
several years of market subsidy, online meal ordering has become another norfoallmtagnet
usersto havemeals. Meal ordering for work overtime, weekend dinners, afternoon teas, and late
night snack$asappeared, and a diversified trend has been developed in the takeout consumption.
The unit price of online takeout hixreased, r@d nowadays consumers are much more particular
about the brand, hygiene, safety and delivery time of the food, instead of merely wanting to have a
full stomach

Finally, online meal ordering platforms and catering brands have begun to give top priority to
building their takeout brands by improving takeout products and service quality. Online meal
ordering platforms have enhanced the popularity of takeout brands by cooperating with quality
catering brands, standardizing food ingredients and packaging, idgsag creating takeout IP,
and establishing a special fund for food safety. Also, smart speech input assistant, smart scheduling,
intelligent takeout vending machine and other applications have been put into use, further

improving the efficiency of delery.

3.2.3Travel Booking

As of December 2017, the user scale and utilization ratio of online travel b&okinghina
were respectively 376 million and 48.7%, up by 76.57 million and 7.8 percentage points
respectively over the end of 2Q1B6e increase ta of user scaleacked25.6%. Thdnternetusers
who had booked train tickets, air tickets, hotel rooms and holiday travels online respectively
accounted for 39.3%, 23.0%, 25.1% and 11.5% of the total.

Mobile phone has become the main channel for otidivel booking. Specifically, the number
of netizens having conducted the travel booking via a mobile phone reached 340 million, an
increase of 77.82 million or 29.7% over the end of ZDié utilization ratio of mobile travel

bookingamongChinese netizesincreased from 37.7% to 45.1%.

1%0nlinetravel booking covers the booking of air tickets, hotels, train tickets and travel & vacation products via
the Internet.
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User Scale and Utilization Ratio of Online/Mobile Travel

Booking Dec. 2016 - Dec. 2017
10,000 persons

48.7%
40.9%

45.1%
37578

37.7%

29922

2016.12 2017.12
=== numMber of online travel booking users
=== nUMber of mobile travel booking users
usage ratio of online travel booking (by all Internet users)
—>—usage ratio of mobile travel booking (by all mobile Internet users)

Sourcex C'\NIC Statistical Survey on Internet Development in China 2017.12

Figure37 User Scale and Utilization Ratio of Online/Mobile Travel Booking Dec. 2@éc.
2017

In the field of online ticket booking, ticketing remains the main revenue source foff OTA
platforms. Fist, the largescale growth of air ticket Chinahas brought stable revenue to OTA
platforms. Second, the volume of international air ticket booking increases significantly and the
original air ticketbusiness has been strengthened through diversified modskrforecharging
Third, airport pickup, insurance and other vahdeled services have expanded the business of air
tickets and kept improving profitability.

In the field of hotel reservation§TA platforms have tapped offline resources, and the
development of hotel direct sales and shared bed and breakfast (shared b&b) was prominent. OTA
platforms have significantly increased hotel bookings by establishing offline stores and conducting
marketirg activities in second third-, and fourthtier cities. Hotels have enhanced direct sales
through multibrand deployment and membership services. The gradual increase in the number of
shared B.bin urban and rural areas has attracted investment andaitéomn the capital market.

In the area ofravel & vacation products booking, tourism companies have strengthened
strategic cooperation to enrich tourism themes and drive sales in products and d&fithicte

further promot i o mucts&nd SefVicesthemesdimi-qgné toussty, haye been

160TA: Online Travel Agent.
17All -for-one tourism, a concept defined at the 2016 National Tourism Work Conference, is a new philodophy an
mode for coordinated development in a certain reghonording to alifor-one tourismthe tourism isan
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continuously innovated and upgradddhrough an integration of regional resources, enterprises
work cooperatively to develop industrial tourism, red tourism, agricultural tourism, sports tourism,
study tour, and other tourisproducts, which hze stimulated the potential market demand of the
general public and accelerated the process of the togestorentering the era of experience

economy.

3.3The Development dhternetFinance Applications

3.31 Internet financing

Up to December 2017, 129 million netizens had purch&gednetfinancing products, an

increase of 30.2%ver the end of 2016, and the utilization ratio was 16.7%, up 3.2 percentage

points.
User Scale and Utilization Ratio of Online Wealth Management Dec. 2016
Dec. 2017
10,000 persons
16.7%
2016.12 2017.12
== nUmMber of online wealth management users
—>»—usage ratio of online wealth management users
Source: CININJIC statistical Survey on Internet Development in China 2017.12

Figure38 UserScaleand Utilization Ratio of Online Wealth Management Dec. 2006c. 2017

In 2017, thdnternetfinancing market was becoming diversified. Driven by the regulation of
the financiakectorand the strategic realignment of Ant Financial, YU'E Bao loweredditiag on

the singleday investment adinindividual investor to RMB20,000 and put the cap of RMB100,000

advantageous industry and effesteould benade to optimize economic and social resources in the region in an
all-roundandsystematic way, includg in particular tourism resources, related industries, the ecological
environment, public services, institutions & mechanisms, policies & regulations, alimediguality, to achieve
resource integration, integrated industrial development, common ectistrand progress sharing in the region,
and boost coordinated economic and social development via tourism development.

| =
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on his/hertotal investment. The reduction accelerated the diversiarapifal ofonline wealth
management users to traditional financial institutions such as banks, funds anéhtetmet
financial platforms. Various shetérm and regular products of online wealth management launched
by traditional financial institutions includinganks and fund companies have maintained rapid
growth. Tencent and Industrial and Commercial Bank of China (ICBC) launched-Gliddo a
wealth management product, and JD and Industrial Bank rolled out IndustriallBaSknall
Financial Gold Card. All thesefforts have further diversified products in the field of online wealth
management.

P2P credit market continued to lower the interest rate on loans, ensuring that loan operations
are in fuller compliance with relevant laws. In 2017, policies of the $e2Brwere introduced
intensively, including th&uidelines for the Depository of P2P Lending Fuadd theGuidelines
for the Disclosure of information on Business Activities of Information Intermediaries in P2P
Lending Together with the policies intoced in 2016, these polices established the institutional
framework and longerm regulatory mechanism for the P&ettor Driven by improved policies
and strong regulation, the interest rate of wealth management products on P2P platforms has been
declining. According to wdzj.com, a P2P credit platform, the overall rate of return of the P2P credit
sectorin 2017 was 9.45%, a decrease of 100 basis points from the year of 2016. In the meantime,
illegal business concerningashloan, financial assets exchareyed online microfinance has been

effectively rectified, reducing systemic risks.

3.3.20nline Payment

By December 2017, China had 531 million online payment users, an annual increment of 56.61
million or 11.9%, with a utilization ratio of 68.8%pecificdly, mobile payment users grew rapidly,
reaching 527 million, an increase&#.83million or 12.3% over the end of 2018ith a utilization

ratio of 70.0%.
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User Scale and Utilization Ratio of Online/Mobile Payment

Dec. 2016 - Dec. 2017
10,000 persons

67.5% 70.0%
52703
47450 64.9% 53110 68.6%
46920

2016.12 2017.12
== yser scale of online payment
== yser scale of mobile payment
—A—utilization ratio of online payment (by all netizens)
——utilization ratio of mobile payment (by all mobile netizens)

sourcex CCININJIC statistical Survey on Internet Development in China 2017.12
Figure39 User Scale and Utilization Ratio of Online/Mobile Payment Dec. 2. 2017

In 2017, the user scale of China's mobile payment kept expanding, and the habit of users was
further consolidated. According to the survey, the proportidntefnetusers pging their offline
bills via mobile phones increased from 50.3% at the end of 2016 to 65pésifically, the
utilization ratio of urban users wd@2.3%andthat ofrural usersvas47.1%. Of the users using
mobile phone to pay for their offline consumptid9.1% used mobile payment more frequently
(41.3% in urban areas and 33.0% in rural areas), 31.1% preferred traditional payment such as cash

and bank cards, and 29.8% adopted the above two payment methods at about the same frequency.

Offline Payment Modes of Mobile Users

those preferring
bank cards
31.1%

those preferring mobile
payment
39.1%

about the same %
frequency
29.8%

Sourcex C'\Nlc Statistical Survey on Internet Development in China 2017.12

Figure40 Offline Payment Modes of Mobile Users

In 2017 online payment Apps had three features. First, mobile payment was closely bound up

=
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with the daily life of an individual. In addition to taiailing, takeout, shopping and other
scenarios of persah consumption, mobile payment further extendedther public services,
ranging from utility fees including water and electricity rates to public transport fares, expressway
toll, and medical expenses. Second, online payment accelerated its penetratigmaalnternet

users and the elderly netizens. According to the survey, the proportion dhtemaétusers using

online payment increased from 31.7% at the end of 2016 to 47.1%; the utilization Ireesradt

users aged 50 or older increased from 14.8% to 32.1%. Third, technologies kept improving the
security and convenience of mobile payment. As biometric technologies are becoming mature,
fingerprint recognition has been used on a large scale and facigihittmo has also been

commercially available at its initial stage.

3.4The Development of Online Entertainment Applications

3.4.10nline Music

Up to December 2017, the user scale of online music was 548 million, accounting for 71.0%
of the total netizen ahrepresenting an annual increment of 44.96 million. Users of mobile music
reached 512 million, constituting 68.0% of total mobile netizens and recording an annual increase
of 43.81 million.

User Scale and Utilization Ratio of Online/Mobile Music Dec.
2016 - Dec. 2017
10,000 persons

9
68.8% e

68.0%

2016.12 2017.12

mmsm yser scale of online music

== ser scale of mobile music

—A— utilization ratio of online music (by all netizens)

= utilization ratio of mobile music (by all mobile netizens)

Sourcex C'\NIC Statistical Survey on Internet Development in China 2017.12

Figure41 User Scale and Utilization Ratas Online/Mobile Music Dec. 2016Dec. 2017
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In 2017 the landscape of Chianline musiavas basically established, the integration trend
of copyright competition and pamtertainment ecology continued, and online music was more
closely related to offtie music.

Seen from the development of the online music, copyright is still thetéyngcompetitive
focus of music distributors. In August, Tencent Music Group holding a dominant position in the
copyright of online music works repeatedly filed lawsuiggiast the infringement of NetEase
Cloud Music and suspended the cooperation with NetEase Cloud Music in the assignment and
authorization of copyright of some conteficcordingly,some worksvere removedrom NetEase
Cloud Music. Since then, NetEase Claddsic can only increase copyright resources through
cooperation with music services companies such as Kobalt Musiaastiengtheadthe support
for authors of original user generated content (UGC) music on the platform.

From the perspective of the integration of online music with other new formats, the integration
of music with social networking and short video is expected to become a new growtim ploént
future. With the establishment ofopyright barriergo the tradtional online musicjt has been
difficult for entrepreneurs to compete with large online music corporations. Therefore, content and
new forms of UGC music have become the focusimdvation. In China, Tik Tok, aommunity
App for short online music vidg launched at the end of 2016, saw a rapid growth in the number
of users in 2017. In November, it purchased Musical.ly, a similar App of North America, for US$1

billion.

3.4.20nline Literature

Up to December 2017, the user scale of online literatur@w&million, accounting for 48.9%
of the total netizerand representing an annual increment of 44.55 million. Users of cell phone
literature reached 344 million, constituting 45.6% of the total mobile netizens and recording an

annual increase of 39.75 ihoh.
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User Scale and Utilization Ratio of Online Literature/Cell

Phone Literature Dec. 2016 - Dec. 2017
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—>— utilization ratio of cell phone literature (by all mobile netizens)

Source; C ININJIC statistical Survey on Internet Development in China 2017.12

Figure42 User Scale and Utilization Ratio of Online Literature/Cell Phone Literature Dec-2016
Dec. 2017

Thanks to the continuous improvement of Clneopyright system for digital content, the
online literaturesectorachieved further development in 2017. In the second half of 2017, Yuewen
Group and iReader Technology, the two domestic online literature platforms, wentlpuidiked
the recognition ofhe online literaturéy market, which had developed foany yeas. Meanwhile,
the online literatursectoralso entered a period of profitability in all directions. Public information
shows that online literature enterprises, including Yuewen Group, iReader Technology, and
Zongheng, achieved profits in 2017. From tlexvelopmenperspective, the support of original
content and the development of storytelling business constituted two important features of the
online literaturén 2017.

Within thesector online literature platforms continue to provide stronger suppodréators.

In June, Yuewen Group put forward the ecological straaegyset up thimdustrialfund for content

to support authors in the four aspects of quality content publishing, commercial support for content
providers, content brand communicatiand support for writings of excellent young writers. Al
Literature, together with its film and television division, announced that they will provide content
producers with onstop services including platforms, IP, publicity and other resources.

Outside hesector storytelling, as a derivative of online literature, developed rapidly in 2017.

According to the2016 White Paper on Digital Reading in Chimaleased by the State

=
The 4lstStatistical Report on Internet Development in China fé/i 59



CMNNIC R ixms s ho

Administration of Press, Publication, Radio, Film and Television in April 201&;yn&0% of

Chinats digital readers had used the storytelling function in 20%érdistening to bookexceeded

100 million and 65.3% othem werewilling to pay for the function. Under such circumstances,
Qingting FM, Lanrentingshu and other verticapbgations obtained the financing of more than

100 million in 2017; WeRead also released a new version in July, announcing its audio content went

online.

3.4.30nline Games

Up to December 2017, China had 442 million online game plagecsuning for 57.2% of
the total Theannual increase afnline game players wét.57 million. The number of mobile
game users reached 407 million, a sharp annual increase of 55.43 million, accounting for 54.1% of
mobile netizens.

User Scale and Utilization Ratio of Online/Mobile Games Dec.
2016 - Dec. 2017
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Source C'\NIC Statistical Survey on Internet Development in China 2017.12

Figure43 User Rale and Utilization Ratio of Online/Mobile Games Dec. 20Déc. 2017

In 2017, Chiné& online gamesectorcontinued to grow inerms ofrevenue. The changes of
userdpreferences, the success of premium games in overseas markets, and the enhancement of
industial standards constituted the three n@gwelopmenfeatures

From the point of view of changes in product types, thanks to powerful publicity capabilities
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of live game platforms, emerging sandbox shooting games replaced MQ@@mes as the most

popular game typén 2017 On the PC side, Player UnknoferBattle Grounds, a typical sandbox

shooting game, was sold in 27 million copies, becoming theskdistg game in historyOn the

mobile side, four of top five games downloaded by the Appstore ieMbgr belonged to such

game¥’. It is also noteworthy that WeChat | aunched
December, whicks likely to be a new entry for H5 gani@son the mobile phon& hus, itprovided

new opportunities for the future growthsafch games.

From the perspective of market coverage, Chinese game companies, represented by Tencent,
NetEase, Linekong, and Xindong, were enthusiastic about expanding their business in 2017.
Although Chinahad overtaken the United States and Japan to bedbeworld's largest games
market, the fierce competition in the domestic mahgetalso been intensifiedn this context,
local gamemakerswereturning their eye to overseas markietsfuture growth andrying to output
their product development exjence and operation modedb other countriesSome premium
gamesindependently developed bigmesticcompanieshave beeftriedin the markets of Europe,
the US, and Southeast Aséfterthey became successiunl the local market. They won several
international game awards at the end of 2017.

In terms of regulation, competent authorities and gasaleersvorked togetheto standardize
market operations in 201W&hich, to a certain extenhasreduedthe harmof undesirable online
game content tanderage userf February, Tencent, guided by the Ministry of Culture, launched
a monitoring system for parents of minors and a health system foragdiwtion prevention
These efforthielped parent€o monitor game accounts of their children andti@dihe duration of
games for young people. In October, the State Administration of Press, Publication, Radio, Film
and Television stated that the bloody violence in Player Unk&oBattle Groundsvas not
conducive to the healthy growth of youngstéisus, itpromoted the improvement of similar game

contentproducedby domestic game companies to avoadentialadverse social impacts.

18MOBA games: Multiplayer Online Battle Arena
1%Data come from https://www.appannie.com/cn/insights/marllata/novembe201 %indexchina/
2045 games: mobile games based on Html 5.0 standards generally refer to moHilasedmames here.
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3.4.40nline Video

Up to December 2017, the user scale of online video was 579 million, accounting for 75.0%
of the totalnetizen scale and representing an annual increment of 34.37 million. Users of mobile
video reached 549 million, constituting 72.9% of all mobile netizens and recording an annual

increase of 48.7 million.

Figure44 User Scale and Utilization Ratio of Online Video/Mobile Video Dec. 2Q16Dec.
2017

In 2017, the online videsectormaintained healthy development and users' affordability was
greatly enhanced. According to the survey, the proportion of Ghimdine video users paying the
service in 2017 reached 42.9%, an annual increase of 7.4 percentage points, with a user satisfaction
rate of 55.8%. Therefore, it is expected that online video users will grow at a high rate. Viewed
from the development dfie online vide®ector thissector as a whole attractetbrelnternetusers
to watch videos via mobile devicggodued more quality contents argkevelogdits ecological
process in 2017.

Online videos were played on more mobile devioeg017than in 216. Seen from the use
of terminal devices, with the popularity of largereen mobile phones, the gapsignificantly
narrowedbetweenwatching experiencen mobile phones anthat onother devices including

computers, televisions, and tablet computéteanwhile, thanks to the obvious advantages of
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