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Preface

I n 1997 Chinads state competent departments
Information Center (CNNIC) to organize relevant Internet entities to jointly carry out an Internet
development survey. Ever since then, CNNIC has publishedaBStisal reports on Internet
development in China, and this report is th& B&port. Internet has become a key sector that
affects the development of our society and economy and changes people's lifestyle. All the
reports of CNNIC have witnessed theavh e devel opment process of Chi
industry. With precise and objective data, the reports provide a significant basis for government
departments and companiesmasterthe development of Internet in China and make relevant
decisions. Thefore, they have attracted a lot of attention fromaaflects of societgnd have
been cited widely both at home and abroad.

Since 1998, CNNIC has been issuing the Statistical Report on Internet Development in
China every January and July by conventiodogting basically the same content arrangement
and writing style as previous reports, theé"3@port gives a continued research on netizen
population, structural features, access means, network applications, and other-rieleetbt
aspects in China.

Data collection in this annual Report also received great support from the government,
enterprises and all walks of life. All surveys went on smoothly and data collection of basic
resources was completed in time in close cooperation with other Interneizatigens, survey
websites and media. We hereby express our sincere gratitudgémplé who have given help
Meanwhile, we would like to extend our sincere thanks to Internet users who have participated in
our 38" statistical survey on Internet devetoent.

CNNIC
July 2015
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Abstract

1. Basic Information

N As of the end of June 2015 China had 668 million Internet users, with an increase of 18.94
million in 6 months. The Internet penetration reached 48.8%, up 0.9 percentagevpoint o
the end of 2014.

N As of the end of June 2015 the number of mobile Internet users in China reached 594 million,
a haltyear increase of 36.79 million. Mobile netizens accounted for 88.9% of the total
netizen population, while this percentage was 85.8%teatnd of 2014.

N As of the end of June 2015 Chinese rural netizens accounted for 27.9% of the national total,
reaching 186 million, up by 8 million in six months.

N As of the end of June 2015 the proportion of Chinese netizens using desktops or laptops to
access the Internet was 68.4% and 42.5% respectively. The utilization rasamgmobile
phones as a means to access the Internet was 3.1 percentage points more than that at the end
of 2014, reaching 88.9%. The utilization ratiousfingtablet PC as a eans to access the
Internet fell to 33.7%, down 1.1 percentage points in 6 months, and this percentage was
16.0% for network TV.

N As of the end of June 2015 China had a total of 22.31 million domain names, of which
54. 9% or 12.25 milMd,onamwdr260¢,ndedoTwiodrhe fis lICf f i X ¢

N As of the end of June 2015 China had a total of 3.57 million websites, of which 1.63 million
were under fA. CNO.

2. Trends and Features

Overall growth of the Chinese netizen population continued to slow down, yetiral netizen
population increased due to the popularization of mobile phones as a means to access the
Internet

Up toJune 2015 China had 668 million netizeand its Internet penetratioras 48.8%, up
0.9 percentage point over the end of 2014, showingowesl increase in overall netizen
population. In the first half of 2015 China had 18.94 million new netizens, of whom 48.0% were
rural netizens. This ratio was 20 percentage points bigger than the proportion of total rural
netizens in national total netizen69.2% of the new rural netizens use mobile phones to get
online. So, in the years to come, mobile phones will remain a key force that drives the growth of
rural netizen population.

Mobile netizens continued to maintain a good momentum of growth and mdb phones
were becoming an increasingly important means to access the Internet

Up toJune 2015 China had 594 million mobile netizens, a growth of 36.79 million over the
end of 2014. In all the Internet users, the proportion of those using mobile phawests the

- . . 2
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Internet rose from 85.8% to 88.9% in six months. A decline was seen in the proportion of Chinese
netizens using desktops, laptops or tablet PCs to access the Internet. With the enlargement of
mobile phone screens and the improvement of mopjidication experience, the trend of mobile
phones becoming the main Internet terminal of netizens is more and more obvious.

Mobile commercial applications were developing rapidly, giving impetus to
consumerdriven economic growth
With the development of abile Internet technology and the popularization of smart phones,

netizensd consumption behaviors are increasingly
convenientthe charactésticsofmobi | e ter minals better Withi t neti z

the rapid growth of mobile Internet users, mobile commercial applications have become a new
engine to drive economic development. In the first half of 2015, the user scale of mobile payment,
mobile shopping and mobile travel booking was respecti26k million, 270 million and 168
million, a haltyear increase of 26.9%, 14.5% and 25.0%.

Internet applications were more and more oriented toward enhancing user experience and
boosting economic development

Chinese netizensd | nthroaghm@rbcesa pomlquantitativeé anangeh a s
to qualitative change. The qualitative change is represented by the fact that information is more
accurate and Internet applications are more oriented toward economic development. On the one
hand, technical mearare adopted to make information services more accurately targeted to
achieve the purpose of developing and maintaining users. On the other hand, Internet applications
including online shopping, online travel booking and other forms of online consumpéon ar
increasingly integrated into and promote social and economic development. At the same time,
new changes in the economic situation are affecting the use of online banking and online stock
speculation.

The 38" Statistical Report on Internet Development in China
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Chapter | Introduction

|. Survey Methodology

(I) Survey on Individual Internet Users

1.1 Survey Population
Permanent residents at the age of 6 or above who havdifieeglephones (including home

phonespersonal handphone systeand dormitory telephones) or mobile phones

N Sample size

There were 30,000 stey samples in total, including 15,000 for fixke telephones and
another 15,000 for mobile phones, covering 31 provinces, autonomous regions and municipalities
directly under the Central Government in Mainland China.

N  Division of survey population

The survey population can be divided into three categories:

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

Subpopulation B:Survey subpopulation with mobile phones;

Subpopulation C:Survey subpopulation with both fikeé telephones and mobile phones
(there is an overlap between subpopulation A and subpopulation B, and the overlapped part is
subpopulatonC}c = AZ B.

1.2 Sampling Method
CNNIC surveys subpopulation A, B and C. Double sampling is adopted for the survey so as

to cover more Internet users. The first sampling frame is subpopulation A, the people with
fixed-line telephones. The second sampling framsubpopulation B, the people with mobile
phones.

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

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

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

To ensure that the probability for residential fiXegk telephones to beaken as samples is
basically the same for all districts, cities and prefectures, that is, bureau numbers covering more
residential telephones are more likely to be sampled, and to ensure the operability of investigation
work, sampling of residential tgdones in each district, city and prefecture is conducted by
following the procedures below:

For mobile phone user groups, all mobile bureau numbers in each district, city and prefecture
are sampled; a certain quantity eflijit random numbers are genedccording to the effective
sample size randomly in combination with the valid sample size in each district, city or prefecture,
and then combined with the mobile phone numbers in each district, city or prefecture to form a
number library (local number the random 4igit number); randomly order the number library;
dial and visit the randomly ordered number library. Survey of the subpopulation witHifired
telephones is similar to that of the subpopulation with mobile phones:a random number is
generagd to form a telephone number with the local number, and then these numbers are dialed
and visited. To avoid repeated sampling, only the people with-fimedelephones are visited.

1.3 Survey Methodology
The computeassisted telephone interviewing (OAsystem is adopted for the survey.

1.4 Differences between Survey Population and Targeted Population
A study for the population who are not covered by telephones in 2005 by CNNIC shows that
Internet users are very few in this subpopulation. Curretitly, subpopulation is downsizing
gradually with the development of our telecom industry. In this survey, there is an assumption, i.e.
Internet users who are not covered by fikied telephones or mobile phones are negligible.

(1) Online Survey

Online suvey focuses on the use of typical Internet applications. CNNIC conducted an
online survey from June 10 to June 30, 2015. The questionnaire is on the CNNIC website, and the
links are available on government media websites and major websites of Chinat lngens
voluntarily participated in and filled out the questionnaire. After the questionnaires were returned,

The 38" Statistical Report on Internet Development in China
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their validity was verified and invalid questionnaires were sieved out by means of special
techniques.

(I11) Automatic Online Search and Data Report

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

3.1. Total Number of IP Addresses

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

3.2. Total Number of Domain Names and Websites in China

Total number of domain names and websites in China can be obtained from:

Number of domain names:The number of domaames with .CN and/ comes from
CNNIC database; and the number of gTLDs comes from the data released by WebHosting.Info, a
domain name statistical agency.

Number of websites:It is worked out by CNNIC according to the list of domain names. The
list of domain names with .CNnd T comes from the CNNIC database, while the list of
gTLDs comes from relevant international domain name registries.

3.3. International Internet Gateway Bandwidth

Through a reporting system, the Ministry of Industry and Information Technology can obtai
on a regular basis the total bandwidth of Internet connecting Chinese carriers with other countries
and regions. The reported data are included in the Statistical Report on Internet Development in
China.

lI. Definitions of Terms in the Report

N Internet users:Chinese residents at the age of six or above who have used the Internet
in the past 6 months.

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

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

The 36" Statistical Report on Internet Development in China {_{ )
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N Rural Internet users: Internet usersvho have been living in rural areas of China in the
past 6 months.
N  Urban Internet users: Internet users who have been living in urban areas of China in
the past 6 months.
N IP address As a basic Internet resource, the IP address functions to indentifg onlin
computers, servers and other devices on the Internet. Connection with the Internet can be realized
only when an IP address (in any form) is acquired.
N Domain name:A hierarchical and structural character identifier on the Internet used to
identify and loate a computer, corresponding to the Internet Protocol (IP) address of the
computer. Domain names at different levels in the Internet domain name system of China may
consist of letters (A, & z, case insensitive), digits (), hyphens () or Chinese characters;
English domain names at various levels shall be spaced by a solid dot (.), while Chinese domain
names at various levels shall be spaced by either a solid dot or a Chinesefgri@drimon
domain names are divided into two categories:country codivep domain (ccTLD), such as
the domain names ended with @A. CNoleveWdomairh r epr es e
(gTLD), such as the domain names endddt h A. COMo6, A. NETO or @A. ORGO.
N Websitelt refers to the web sites with domain n

as the web address, including the web sites under otr ooy e | domain name @A. CNO
The registrant of the website is within the territory of P.R.C. For exampledatdimain name of
fcnnic.cno, it has only one website and t he C
Awww. cnnic. cno. Ot her web addresses l i ke Awhoi s

domain name as the suffix are regarded as different chanrbks wébsite.

N  Scope of surveynless otherwise expressly indicated, all the data cited in this Report
is only limited to mainland China, excluding Hong Kong, Macao and Taiwan.
N Deadline of survey dataThe deadline of the statistical survey data is June®(®.2

The 38" Statistical Report on Internet Development in China
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Chapter |l Scale and Structural
Features of Internet Users

|. Scale of Internet Users

(I) Overall Scale of Internet Users

In June 2015 China had 668 million Internet users, with aealf increase of 18.94
million. The Internet penetration reach#8.8%, up 0.9 percentage point over the end of 2014.
Growth of the overall scale of Internet users continued to slow down.

Chinads I nternet user S
10 thousand people

100000 ., 45.8% 46.9%
22.1% 44.1%

o, 48.8%
47.9% 50%

39.9%
0,

B Re-3% o
: g 61758 63200 64875 66769

5905
56400
53760 30%
48500 21310 °

50000
20%

25000
10%

0%

2011.62011.122012.6 2012.122013.6 2013.122014.6 2014.122015.6

=== Number of Internet user —<— Internet penetration rat

Source: CTIIC Statistical Survey on Internet Development in China

Figurel1Chi naés I nternet user scale and Inter

As the growth of the scale of Internesers is entering a plateau, the influence of the
I nternet on peopledbds |ifestyle is become more p
personalized applications mainly for information acquisition, communication and entertainment
to integrated pulid services in healthcare, education, transport, public utilities and other areas
concerning peopleds I|ivelihood. With the 1impler
Internet will drive transformation and innovation in traditional industries. énftkure, driven
by cloud computing, the Internet of things and big data application, the Internet will accelerate
the transformation and upgrading of agriculture, modern manufacturing and production
services, to form a new economic development pattemthit Internet as infrastructure and an
implementation tool.
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(Il) Scale of Mobile Internet Users

In June 2015 China had 594 million mobile Internet users, aybalf increase of 36.79
million. Mobile netizens accounted for 88.9% of the total netizen lptipo, while this
percentage was 85.8% at the end of 2014.

Chinabs mobile I nternet usete
10 thousand people its proportion in total Internet user scale
75000 100%
83.4% 85.8% 88.9%
60000 72.2%. - - 14-5% . 59357  gow
69.3% : 55678 o
65.5% 50006 52705

46376
45000 3ggas 41997 ‘ : - L B0%
35558
31768
30000 | ‘ : ‘ - - L 40%
15000 ] ‘ | ‘ ‘ - - ‘ 20%
0 T T T T T T T T 0%

2011.6 2011.12 2012.6 2012.12 2013.6 2013.12 2014.6 2014.12 2015.6

s Mobile Internet user scale —l— Proportion of mobile Internet users in total Internet users
Source CINWNIIC statistical Survey on Internet Development in China 2015.6
Figure 2 China6s mobile Internet user scale an

The scale of mobile Internet users experienced a further growth owihg joiit action
of three factors:popularization of mobile Internet devices, improvement of network
environment, and diversification of mobile Internet application scenarios.

Firstly, lower prices of smart phones laid the foundation for Mobile Interneicapph.
In the first half of this year, major Internet companies and traditional home appliance
manufacturers entered the mobile phone market one after another, leading to a sustained
decline in the price of smar tasipglpovereSecoradly,d t hus ¢
the government intensified its support for the development of mobile Internet, urging operators
to lower their tariffs, improve network coveragmptimize Internet environment and reduce
the threshold for mobile Internet access.ahlin diversified mobile Internet application
scenarios enhanced netizensd willingness to use
the mobile Internet with traditional industries and development of variouseldéed new
applications have enaocaged more and more traditional industrial users to begin to use the
mobile Internet.

(1l1) Scale of Rural Internet Users

In June 2015 Chinese rural netizens accounted for 27.9% of the national total to reach 186
million, up by 8 million in six months.

The 36" Statistical Report on Internet Development in China
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Urban-rural structure of Chinese Internet users

80% 72.5% 72.1%

60%

40%
27.5% 27.9%

20%

0%

Urban Rural
=2014.12 =2015.6

Sourcee CTINNIICC  Statistical Survey on Internet Development in China 201¢
Figure 3 Urbasrural structure of Chinese Internet users

Chi n a 6 s pemetratiosis 64.2% in urban areas and 30.1% in rural areas, showing a gap
of 34.1 percentage points. For the population group &getd, the Internet petm@tionin rural
residents is 127 percentage points lower than in urban residents. Yet, it is not very difficult for
this part of rural nometizens to become netizens in the near future.

Internet penetration in different age groups

0,
100% o5 195 65 1%

80% 74.7%

65.6%
56.5%
60%

42.1% 47.5%

28.8%
3 0o 19.0% 24.2%
()

. 13.3%
8.2% .
5o . m 2

Aged below Aged 10-19 Aged 20-29 Aged 30-39 Aged 40-49 Aged 50-59 Aged above

1 = Urban = Rural Y

40%

Sourcg CMNIC statistical Survey on Internet Development in China 2015.6

Figure 4 Internet penetration in diffeteage groups

Future development of the Internet in rural areas will be jointly driven by the government
and Internet companies. On the one hand, governments at all levels should intensify their policy
support for Internet infrastructure construction thace rural residents' awareness and use of
the I nternet. In June 2015 the Gener al Oof fice
Supporting Migrant Workers Returning Home to Sta
return home to start theiwn business by combining the resources of laltflow regions with
the market of labeinflow areas. In this process, migrant workers may give full play to their
advantage of being familiar with both the resources of their hometown and the marketityf the
where they used to work. With the support of Al
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they can develop modern commerce to sell the products manufactured in theutiiber area to

the market of the labenflow area, thus promoting Interng¢velopment in the rural area. On the

other hand, Internet companies should improve the willingness of the rural population to use the

Internet by making their applications more suitable for rural needs. So far, some Internet
enterprises such as Alibaklngdong and Tencent have launched agricultuiented Ebusiness
services and rural financi al services. These ini
rural areas.

[l. Attributes of Internet Users

(I) Gender Structure

In June 2015, the mdfemale ratio of Chinese Internet users was 55.1:44.9, and the
proportion of female netizens was up by 1.3 percentage points over the end of 2014.

Gender structure of Chinese Internet users

60% 56.4% 55.1%

40%
20%
0%
Male Female
= 2014.12 = 2015.6
Sourcex CINOIIC statistical Survey on Internet Development in China 2015.¢

Figure 5 Gender structure of Chinese Internet users

(1) Age Structure

In June 2015an overwhelming majority (78.4%) of Chinese netizens were ag&®.10
More specifically, Internet users aged2® accounted for 31.4% of the national total, the largest
proportion among all age groups. The proportion of Internet users below 20 yegeswés up
1.1 percentage points over the end of 2014, suggesting that the Internet continued to penetrate into
the younger population.
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Age structure of Chinese Internet users

40%
31.5% 31.4%
30%
22,89 23.8% 23.8% o o0
20%
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- .
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10 60
=2014.12 =2015.6

Sourcex CMIIC statistical Survey on Internet Development in China 2015.6

Figure 6 Age structure of Chinese Internet users

(111) Education Structure

In the entire Chinge netizen population as of June 2015, the proportion of Internet users
with a primary education level or below was 12.4%, up 1.3 percentage points over the end of
2014. But this percentage was down by 0.8 percentage point for those with a college reducatio
level or above, suggesting that the Internet continued to penetrate inedlmatiodevel
population groups.

Education structure of Chinese Internet users

40% 36.8% 36.5%
30.6% 30.5%
30%
20%
11.10612-4% 104% gy  11O%LLE%
“ l I l 1 l I
N
Primary school or  Junior high school Senior middle Junior college Bachelor degree
below school/vocational
school/technical school
=2014.12 =2015.6
Sourcex CINWIC statistical Survey on Internet Development in China 015.6 2

Figure 7 Education structure of Chinese Internet users

(IV) Occupational Structure

As of June, 24.6% of Chinese netiz were middle school students; 22.3% were
selfemployed persons / freelancers; and 16.3% were company managers and ordinary staff
members, indicating that middle school students accounted for the largest part of Chinese netizens
if classified by occupati.
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Occupational structure of Chinese Internet users

0% 10% 20% 30%
23.8%
Student 24.6%
Leaders and cadres of Party and governm
organizations and public institution
General staff of Party and government organizations 3.4%
public institutions 3.7%
Senior management of enterprises/companies
Middle management of enterprises/compani
) . ! W 14.2%
General staff of enterprises/compani : 13.5%
ol ; 5.8%
Specialized technical personn 5.6%
. R 3.9%
Employees of commercial service indust 4.7%
Workers of manufacturing and productive enterpris
N 3 22.3%
Self-employed entrepreneurs/self-employed persi 22.3%

Migrant workers from rural area

Laborers in agriculture, forestry,

animal husbandry and fishery 5.2%
Retirees
Jobless/laid-off/lunemployed peopl ;';22
=2014.12 =2015.6

Sourcex CINIIC statistical Survey on Internet Development in China 2015.6

Figure 8 Occupational structure of Chinese Internet users

(V) Income Structure

In June 2015 the proportions of netizens with a monthly inéoofe200:3000 and
30015000 were respectively 21.0% and 22.4%, the highest aaibingome groups.

1Specifically, the income of studenincludes living allowances provided by families, salary earned from
work-study programs, scholarships and others. The income of peasants includes the living allowances provided by
children, income of agricultural production, and government subsidyirfioene of those who are jobless, laid

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

a The 36" Statistical Report on Internet Development in China
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Structure of monthly personal income of Chinese Internet users

0% 10% 20%
No income 2.2% 0%
Under 500 yuan T 15.2%
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Above 8000 yuan 5%;)%
®2014.12 % 2015.6
Sourcex CNJIC Statistical Survey on Internet Development in China 2015.6

Figure 9 Structure of monthly personal income of Chinese Internet users

l1l. Modes of Internet Access

(I) Internet Access Equipment

As of June 2015, the proportion of Chinese netizens using mobile phones ¢8 Huze
Internet was 88.9%, up 3.1 percentage points over the end of 2014, showing a sustained growth
trend. The proportion of those using desktops/laptops to access the Internet was 68.4%/42.5%,
respectively down 2.4 and 0.7 percentage points in 6 mattbgjing an obvious trend that more
and more P&nd Internet users were changing into mebite users. In addition, 33.7% of
Chinese netizens used Tablet PCs as a means to access the Internet, down 1.1 percentage points
from the end of 2014. Enlargement ofobile phone screens and improvement of mobile
application experience satisfactorily met mobil e
less popular than before. Finally, 16.0% of Chinese netizens used network TVs to surf the Internet,
basicallythe same as the situation in December 2014.

13
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Usage of Internet access equipment
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Figure 10Usage of Internet access equipment

() Places for Internet Access

As of June 2015, the proportions of netizens who accessed the Internet from home, the
Internet bar, school or public places were basically unchanged compared with the situation in
December 2014, but the proportion of those &boessed the Internet from the office increased to

33.7%.
Locations where Internet users use computers
for Internet access
0,
100% 90.7% 90.4%
80%
60%
40% 31.1% 33.7%
20% 18.1%18 6% 14.2% 14.9%  18.0%18-8%
0%
Home Internet bar ~ Workplace School Public place
=2014.12 =2015.6
r o x CINNICstatistical Survey on Internet Development in China 2015.6

Figure 11 Locations where Internet users use computers for Internet access

(n ) Access Networks

The construction and upgrading of communications infrastructure, the potinetion of
operators, and the demand of netizens forttigiffic mobile applications have jointly promoted
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the conversion of 2G users into 3G/4G users in China. As of June this year, 85.7% Chinese
mobile Internet users accessed the Internet via 3G/AGriet

Besides 3G/4G, Wi has also become one of the main ways of Internet access. In the first
half of the year, 83.2% of netizens had the experience of accessing the Internet by medfis of Wi
and home WFi was available for as many as 88.9%. Thepprtion of netizens using
workplace/pubieplace WiFi was 44.6%/42.4%.

Places for netizens to access the Internet via VWi

100%

88.9%

80%

60%

44.6% 42.4%
40%
20% 17.2%
0% L 1 1 - 1 J
Home Workplace School Public place
Sourcex CINOIIC statistical Survey on Internet Development in China 2015.6

Figure 12 Places for netizens to access the Internet vid Wi
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Chapter lll Basic Internet Resources

N . An Overview of Basic Internet Resources

China had 33@énillion IPv4 addresses and 19338 blocks /32 of IPv6 addresses as of June
2015.

China had a total of 22.31 million domain
half-year increase of 10.5%, reachid.25 million and accounting for 54.9% of the national
total.

There were altogether 3.57illion websites, a halfear increase @&.6%, among which 1.63
million were A.CNO websites

International Internet gateway bandwidth reached 4,71\l up14.5% in 6 months

nan

Table 1 ComparisonBasic Internet Resoces in China from December 2014 to June 2015

16

Half-year Half-year
Dec. 2014 Jun. 2015

growth growth rate
IPv4 331,988,224 335,543,808 3,555,584 1.1%
IPv6 (blocks/32) 18,797 19,338 541 2.9%
Domain names 20,600,526 22,314,992 1,714,466 8.3%
Includingi . CNO6 do ma| 11,089,231 12,251,342 1,162,111 10.5%
Websites 3,348,926 3,568,397 219,471 6.6%
Il ncluding @A. CN| 1582870 1,626,719 43,849 2.8%
International Internet gatewa

) 4,118,663 4,717,761 599,098 14.5%

bandwidth (Mbps)

n . IP Address

As of June 2015, the number of IPv6 addresses in China had reached 19,338 blocks /32, a

half-year increase of 2.9%.

Q)
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Block/32 Number of IPv6 addresses in China
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Sourcex CINWIIC statistical Survey on Internet Development in China 2C

Figure 13Number of IPv6 addresses in China

All IPv4 addresses in the world had been assigneithdypeginning ©2011 and since then
the total number of IPv4 addresses in China had been basically stable, being 336 million as of
June 2015.

Number of IPv4 addresses in China
10 thousan:
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33163 33044 33047 33053 33062 33031 33041 33199 33554

30000
20000
10000
0
2010.6 2010.12 2011.6 2011.12 2012.6 2012.12 2013.6 2013.12 2014.6 2014.12 2015.6
Sourcex Cralic Statistical Survey on Internet Development in China 015.6:

Figure 14 Number of IPv4 addresses in China

'n . Domain Name

As of June 2015 China had a total of 22.31 million domain names, up 8.3% in six months.
The total number of i. CNO do mear increas@a ohd®5%was 12. 2
accounting for 54.9% of all/l dnamea wend.4@maillioe,s of Chi r
taking up T370. 8%;maanmd nfaames were 260, 000.
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Table 2 Number of Domain Names in Each Categjory

Number Proportion in total
domain names
CN 12,251,342 54.9%
COM 8,423,954 37.8%
NET 988,761 4.4%
T 264,309 1.2%
ORG 260,363 1.2%
BIZ 85,853 0.4%
INFO 40,144 0.2%
Others 266 0.0%
Total 22,314,992 100%
Table 3 Number of A.CNO Domai
Number Proportion in total
CN domain names
cn 9,310,300 76.0%
com.cn 1,716,956 14.0%
adm.cn 616,780 5.0%
net.cn 326,389 2.7%
ac.cn 129,260 1.1%
org.cn 86,842 0.7%
gov.cn 57,923 0.5%
edu.cn 6,817 0.1%
mil.cn 75 0.0%
Total 12,251,342 100%

N . Websites

n

Na me s

As of June 2015 China had 3.57 million websitestotal, representing a hajear increase
of 6.6%.

2
3

Q)

Note: gTLDs come from the data released by WebHosting.Info (a statistical organ) on July 29.

It refers to the websites whose domain name registrants are within the territory of the P.R.C.
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Number of Websites in China
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Sourcgg CMWNIIC  statistical Survey on Internet Development in China 20

Figure15Number of Websites in China
Note: Websites ended with @. EDU. CNO are excluded.

N . International Internet Gaivay Bandwidth

As of June 2015, China had 4,717,761 Mbps of international Internet gateway bandwidth, up
14.5% in half a year.

Mbps International Internet gateway bandwidth in China and its growth rate

5600000 100%

4,717,761
4900000 o 1106553
4200000 62.4% 3,776,909

3,406,824
3500000

2800000
2100000
1400000

700000

80%

60%

1,899,7922:098,150

40%

1’389’5,291,548,811

0

1,098,9571,182,261

20%

0 0%
2010.12 2011.6 2011.12 2012.6 2012.12 2013.6 2013.12 2014.6 2014.12 2015.6
====/|nternational Internet gateway bandwid —*— Growth rate
Source CIIC spatistical Survey on Intermet Developmentin China 2015.6

Figure 16 International Internet gateway bandwidth in China and its growth rate

The 36" Statistical Report on Internet Development in China @ 19



20

CNICennic

Q)

Table4 Internationalinternet Gateway Bandwidths of Backbone Networks

International Internet gatewa
bandwidths (Mbps)

China Telecom 3,040,846

China Unicom 1,190,060

ChinaMobile 389,573

China Education and Research Network 61,440

China Science and Technology Network 35,840

China International Economy and Tra )

Network

Total 4,717,761
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Chapter IV Personal Internet
Applications

N . Online Duration

In the first half of 2015, the online duration
25.6 hours on averagedacrease of 0.5 hour from the end of 2014.

Weekly average online duration of Internet users

Hour
30
19.9 205 21.7
20 18.7
O 1 1 1 1 1 1 1
2011.12 2012.6 2012.12 2013.6 2013.12 2014.6 2014.12 2015.6
Sourcex CIJIC statistical Survey onIntemet Developmentin China 2

Figure 17 Weekly average online duration of Internet users

n . Overall Situation of Internet Application

I n the first hal f of the vyear, Chceleratedls per son
trend of differentiation:the utilization ratios of-rgail, BBS and other traditional Internet
applications continued to decline; online search, instant messaging and other basic network
applications were almost saturated in terms of utilizatioming into the direction of connection
services; mobile commercial applications developed rapidly, becoming a new growth point of the
network economy; and network payment shifted from online to offline, showing a rapid increase
in utilization ratio. In ddition, online stock speculation became a hot spot for netizens. Due to the
user diversion effeet of the stock market, the utilization ratio of Interrfietancing related
applications stopped growing.

Information acquisition applications were integrated with frontier technologies to realize
personalized services

As basic applications of the Internet, both search engines and network news already enjoy a
utilization ratio of over 80%. In the next few years, it is unlikely for the two types of applications
to have a big increase in utilization ratio, but their utilization depth and user experience will be
significantly improved. With regard to search engines, an integration of multimedia, natural
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language recognition, artificial intelligence, machine leaynitouch hardware and other

technologies will promote product innovation. With respect to network news, news clients
supported by fAalgorithmsd can quickly analyze re
interested in, so as to realize accuratel personalized information push and improve user

experience.

Business transaction applications saw steady development, with a significant increase in
payment instruments

After years of development, network transaction applications have come inteauptiase.
Although the growth of user scale was slowing down, the absolute scale was still on the rise,
especially for online payment instruments. As for the reasons, online shopping applications are
unlikely to achieve a sharp increase due to a userthaisis already very large; group purchase is
transf or mi-gargo upntmu rficnhoans e 0 b epdca madel is urlsustairfalle; mer 6 s |
mobile online payment instruments are being accepted by more and more users with the gradual
maturation of mobile py me n t technol ogi es, devices and the
of fline serviceo.

Financial servicerelated Internet applications developed along with market changes

Development of financial serviaelated Internet applications in the first half of180
closely followed the changes in the financial markete to a boom of the domestic stock market
in the first half of 2015, the scale of users of online stock trading ro§6.28 million, an
increase of 47.4% over the end of 20Bdcause of an easyometary policy, continued decline in
the yields of monetary funds, and the user diversion efflaftthe stock market, the utilization
ratio of Internefinancingrelated applications stopped growing.

Network entertainment applications had a stable over user scale with increased and
decresed utilization ratios

According to statistics, the overall user scale of network entertainment applications remained
basically stable in the first half of the year. In user scale, network literature saw a sligia decl
but other forms of network entertainment witnessed a slight increase. In utilization ratio, network
literature experienced a decrease but online video and online games showed a slight improvement.
On the whole, the user scale and utilization ratio etffvork entertainment applications as the
earliest forms of Internet applications have gradually stabilized. In the first half of 2015, an
exploration into new business models represented the main direction of development.

Table5 Utilization Ratios of Inérnet Applications by Chinese Netizens in December 2014 and June
2015

o Number of users Utilization Number of users Utilization Half-year
Applications . .
(10,000) ratio (10,000) ratio growth rate
60626 90.8% 58776 90.6% 3.1%
ssis7 s sions s 6%

22 a The 36" Statistical Report on Internet Development in China




ennicCNNIC

53615 80.3% 52223 80.5% 2.7%

Blog/personal
47457 71.1% 46679 72.0% 1.7%
space

38021 56.9% 36585 56.4% 3.9%

Microblog 20432 30.6% 24884 38.4% -17.9%

Online payment 35886 53.7% 30431 46.9% 17.9%

EE ETTU 7R PR ETT T

Online banking 30696 46.0% 28214 43.5% 8.8%

Group purchase 17639 26.4% 17267 26.6% 2.2%

or

Online stock
5628 8.4% 3819 5.9% 47.4%
fund speculation

Table6 Utilization Ratios of Mobile Applications by Chinese Mobile Netizens in December 2014 and

June 2015
June 2015 December 2014

Mobile instant

54018 91.0% 50762 91.2% 6.4%

messaging

Mobile Netnews 45959 77.4% 41539 74.6% 10.6%

Mobile online
music

(Vo] oJIENONIITERYI [ 35434 59.7% 31280 56.2% 13.3%

Mobile online

. 27041 45.6% 23609 42.4% 14.5%
shopping

4 In this report, travel booking is defined as bookiirgiekets, hotel rooms, train tickets or travel routes via the
Internet in the recent 6 months.
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June 2015 December 2014 -

27579 46.5% 21739 39.0% 26.9%

literature

Mobile online
payment
Mobil e online

. 21471 36.2% 19813 35.6% 8.4%
banking

Mobile Microblog 16227 27.3% 17083 30.7% -5.0%

Mobile mail 14228 24.0% 14040 25.2% 1.3%

Mobile travel
. 16772 28.3% 13422 24.1% 25.0%
booking

Mobile group
12906 21.7% 11872 21.3% 8.7%
purchase

(el oJIER{o] (VN WAl Sl 7662 12.9% 7571 13.6% 1.2%

Mobile online stock
. 3695 6.2% 1947 3.5% 89.8%
or fund speculation

(N ) Development of Information Acquisition Applications

1.1 Search Engine

As of June 2015, China had 536 million search engine users, representingyaahalf
increase of 13.92 million or 2.7%, with a utilization ratio of 80.3%; the country also had 454
million mobile search users, a hgHar increment of 25.2 million or 5.9%, with a utilization ratio

of 76.5%.
User scale and utilization ratio of search/mobile searchin
December 2014 and June 2015
10 thousand peop
60000 52223 53615 100%
80.5% 80.3%
45434 80%
40000
60%
40%
20000
20%
0 0%
2014.12 2015.6
=== Search usersce === Mobile search usersce
—#4— Utilization ratio of search —>— Utilization ratio of mobile search
(proportion in total netizens' (nroportion in total mobile netizens

L)

Sourcex CIRIC Statistical Survey on Intemet Development in China

Figure 18 User scale and utilization ratio of search/mobile search in December 2014 and June
2015
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In the first half of 2015 mwbile search was the main driving force for the development of the
whol e search market. Firstly, netizensd daily 1|
mobile search scenarios were greatly enriched, and the mobile search market surpassed the
overall search market in terms of both user scale increment and growth rate. Secondly, for search
service providers, the proportion of mobile search revenue in the total revenue kept rising and
mobile search was becoming their pillar business. Accordirtigetdinancial statement of Baidu
for example, the proportion of its mobile search service revenue was 10% in the second quarter of
2013 but 50% in the first quarter of 2015. This proportion was 22% for Sogou in the first quarter
of 2015.

The integrationof search technology with frontier technologies has accelerated product
innovation and improved user experience. By integrating natural language recognition, artificial
intellegence machine learning and other technologies, deep questi®nering searchngines
represented by interactive questamswering robots were developed, enabling users to acquire
knowledge more accurately and rapidly. The mode of search input was increasingly diversified. In
addition to voice and image input, toucbntrol hardwarelevices were introduced, which not
only improved search experience but also promoted Intameérsalservices. For example, the
studies jointly carried out by Baidu and Tsinghua on touchable dot matrix screen and voice
interaction were intended to piide search services for visually impaired persons.

The mode of search engine servijpreodhast 0c haanrdg e
serving as a bridge linking users to services. As a key supporting technology and basic connection
services, search engm@lay an important role in the formation of an Internet eco chain. With
respect to goods and service transactions, search engines have launched direct service, which
means that online businesses and shops may skip the search results page to diracthenende
services and products to the user. In regard to public services, search engines, through big data
analysis and cloud computing, cooperate with government departments in such areas as education,
healthcare and transportation and promote the develupoh smart cities, smart medical services
and other projects so as to improve the efficiency and quality of public services. In the trend of
ider oduct o0, the profit mo d e | of search engines
Instead, search enwis offeruseor i ent-2tdo pidonlei fe service search, p
cloud computing, operation management tools and other-adided services for enterprises,
accurately push information according to user attributes and features, and helpsesstés carry
out marketing and build a closed 020 loop.

1.2 Netnews

As of June 2015 China had 555 million of Netnews readers, g/éemifincrease of 35.72
million or 6.9%. Netnews utilization ratio by Internet users was 83.1%, up by 3.1 percentage
points aver the end of 2014. In particular, the user scale of mobile Netnews was 460 million, up
by 44.2 million or 10.6% over the end of 2014, and the utilization ratio was 77.4%, up 2.8
percentage points in half a year.

25
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User scale and utilization ratio of Netnews/mobile Netnews in December 2014
and June 2015

10 thousand people
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mmmm User scale of Netnews == User scale of mobile Netnews
Utilization ratio of Netnews Utilization ratio of mobile Netnews
(proportion in total netizens) (proportion in total mobile netizens)
Sourcex CJNOJIC  Statistical Survey on Internet Development in China 5.6201

Figure 19 Usercale and utilization ratio of Netnews/mobile Netnews in December 2014 and
June 2015

As an important form of information acquisition application, Netnews is only second to
instant messaging in terms of utilization ratio. The development of Netnews isymainl
characterizedby diversification of news portals and precise recommendation of content.

Firstly, there are numerous news communication platforms to provide diversified channels
for users to acquire informatiom addition to traditional portal and pref@onal news websites,
web browsers, instant messaging tools, social media and even some application distribution APPs
are pushing news to their vast users. Browsers and distribution APPs are mainly used for user and
traffic import. Instant messaging toadsd social media, with strong social attributes, mainly
forward news and load personalized comments so as to enhance the readability of news.

Secondly, news channels interpret users by means of recommendation engine technology to
realize accurate recomnaation of news. Each news channel first collects massive information
and finds out hot information through big data analysis. Then a user model is established

according to the user 6s soci al rel-ekvatnship ch
informaton is pushed to the user in a smart manner. During use, the system automatically records
t he user 6s reading behavior, constantly explo

recommendation algorithm to eventually achieve personalized reading and impgoveutts er 6 s
reading experience.

As for development trend, the diversification of news portals will continue for a long time to
come and news recommendation will be made more accurate so as to better meet the individual
needs of users. On this basis, more &8 models such as precision advertising, 020 service
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entry, etc, will derive from Netnews, especially news clients, forecasting a better industry
development prospect.

(i ) Development of Business Transaction Applications

2.1 Online Shopping

As of June 2015 China had 374 million online shoppers, an increment of 12.49 million or
3.5% over the end of 2014. The hgdfar growth rate was 9.8% and 9.0% in the first half and

seconcdhal f of 2014 respectively, indicating that
over

on continuous decline. Di fferent from the
shoppers had rapidly increased to 270 million by June 2015, an increak&%fifh six months,

or 4.1 times the growth rate of the overall online shopping market. The utilization ratio of mobile
online shopping grew from 42.4% to 45.6% in half a year.

Scale of online shoppers/mobile online shoppers and

utilization ratio in December 2014 and June 2015
10 thousand people

60000 55.7% 56.0%

60%

36142 42:4% 37391
40000 45.6% 40%

20000 20%

0%
2014.12 2015.6

mmmsm Scale of online shoppers mmssm Scale of mobile online shoppers

Utilization ratio of online shopping Utilization ratio of mobile online shopping
(proportion in total netizens) (proportion in total mobile netizens)

Sourcex CNONIC Statistical Survey on Internet Development in China 201

Figure 20 Scale of online shoppers/mobile online pempand utilization ratio in December 2014
and June 2015

Booming of the online shopping market in recent years is lglostated to macro policies
and economic, social and technical environments. Specifically:

~ BN

in the Government Work Report in March 2015, aiming at driving the development of traditional

Al nternet +0 r el at ehd ragidodevielopmens of dnine shopping@snot e d
well asother industriedransformation and upgradinf.he concept of #fAlnternet

tF

+

industries througiwi der application of the Internet technol

online shopping can give impetus to the transformation and upgrading of traditional retalil,
logistics & expresstransportation, manufacturing and other industries. Not lafter, the
Ministry of Commerce issued an Alnternet +

Ci

tasks of deeply integrating online shopping with other industries to transform and upgrade these

industries.
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Overall stability of the consumption nkat and steady improvement of per capita disposable
income of Chinese residents provide the necessary foundation for the prosperity of the online
shopping market. At the same time, the Chinese economy is shifting from being driven mainly by
foreign demando being driven mainly by domestic demand, where online shopping plays an
increasingly important role in realizing conserrdriven economic growth. In this context, mobile
online shopping, crodsorder online shopping and rural online shopping show a ggowi
development potential and will become a new growth point of the economy.

The overall integrity level of society has been improved, owing to gradual improvement of
the network transaction environment and implementation of theaea¢ system. In respanso
the call of the government, instant messaging and online shopping websites launched industry
seltdiscipline conventions and reahme authentication systems in recent years to improve the
level of integrity of the industry and form a market integstystem that is guided by the
government and participated in by Itiple parties.

The devel opment of technology promotes innova

experience. New Internet technologies have produced a greater impact on the network retail

i ndustry; diversified mobil e payment met hods
development of smart phones and mobile applications are replacing the traditional wallet. The
development of 3D printing, UAV delivery, virtual fitting and other temlogies will not only

improve user experience but also drive innovations in manufacturing, transportation, logistics,
platform demonstration and other areas.

2.2 Group Purchase

As of June 2015 China had 176 million grgmmrchase users, a hgkar net increse of
3.72 million or 2.2%, and the utilization ratio of grepprchase websites was 26.4%. In the
overall grouppurchase market, mobile group purchase saw the fastest growth, with a user scale of
129 million, a halyear growth rate of 8.7% and a utilizat ratio of 21.7%.
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Group-purchase/mobile grouppurchase user scale and utilization
ratio in December 2014 and June 2015
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Sourceg CIIC statistical Survey on Interet Developmentin China :

Figure 21 Grougpurchase/mobile growpurchase user scale and utilization ratio in December
2014 and June 2015

Inthe pasttwo yearsgroypur chase websites w@re®utpr prus fchramierdg
websitegdue tounsustainale developmenof the lowprice model. Specifically:

The operation of groupurchase enterprises was turning from the previous -grigen
model into a servicdriven model. Although the initial loyerice policy of group purchase was
very effective in stimulating fuzzy demand and attracting new customers, such a policy could
neither enhance awareressmaistomér doyaltydaer achieva expkcted profits,
and therefore was unsustainable. In view of this, gruphase wedites began to improve the
experience, satisfaction and loyalty of users by offering more convenient services. For example,
they |l aunched some new services shespbtordesingf ree r es
T group coupori ¢ 0 n s u mp tlirne saatoselectiomand sélélp ticket pickup on automatic
terminals for grougpurchased movies tickets, etc.

Construction of large and complete grgupchase platforms was being replaced by
development of vertical business. When the market patterneofrouppurchase industry was
basically stabilized and it was no longer easy for enterprises to rapidly increase their market share,
grouppurchase platforms stopped pursuing mere category expansion but began to concentrate
their resources and energy dreir advantageous business and potential business. The purpose
was to drive the development of the whole platformhbhichingand expanding vertical business
on the grougpurchase platform. Meituan.com, for example, vigorously develops movie ticket
service and takeaway food service, two frequerthhsumed services, and launched an
independent Maoyan movie mobile client. At the same time, Meituan is also expanding
grouppurchase services for tourism products.

Grouppurchase websites are changing into ldifalservice platforms to make profits by
providing marketing service&rouppurchase websitegsed to attract customers by low prices
and therefore, the gross profit was very marginal, not to mention net profit. After turning into
local life service pldbrms, the profit model of groupurchase websites has become platform
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economy, which means groyguirchase websites have the ownership of platform resources, the
right to use these resourdesbe copied and leased to online merchants batch by batchhand t

merchants use the platfor msd r-pwchasebasiness.Baond ser vi

instance, after 55tuan.com was renamed 55.com, it began to provide the merchants on its platform
with various marketing services.

2.3 Online Payment

As of June2015 China had 359 million online payment users, an increment of 54.55 million
or 17.9% over the end of 2014. The utilization ratio of online payment increased from 46.9% to
53.7% in six months. In the same period a rapid growth was seen in mobile @aylinerp. The
user scale of mobile online payment rose to 276 million at aykalf growth rate of 26.9%, 1.5
times higher than the growth rate of the overall online payment market, and the utilization ratio of
mobile online payment increased from 39% tb46in six months.

Online payment/mobile online payment user scale and
utilization ratio in December 2014 and June 2015
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40000 35886 6.5%
39.09
431 x//ﬁ‘//x 27579 40%
30000 e
20000
20%
10000
0 0%
2014.12 2015.6
m=====|0nline payment user sce === Mobile online payment user sci
Online payment utilization ratio % Mobile online payment utilization ratic
(proportion in total netizens) (proportion in total mobile netizens)
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Figure 22 Online payment/mobile online payment user scale and utilization ratio in December
2014 and June 2015

Throughout the development process of online payment, its application range and mode keep
expandingand deepening. Specifically:

Technology progress enriches the application scenarios and modes of online payment.
Online payment provides the basic service needed for capital circulalitbnthe development of
mobile Internet technology and the improvarh of application level, various application
scenarios have sprung up such as payment by code scanning or card swiping, repayment by credit
card, payment for the use of public utilities
authenticatin technology, new applications such as payment based on fingerprint identification
or human face identification have come into being in the field of online payEmmthment of
application scenarios and modes is in line with the new ideas on the degatad online
payment platforms and has promoted the innovation of online payment business model and way
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of cashing.

Concentrated capital flows have made it possible for network payment companies to expand
their financial services. With the increase ie thagnitude of capital amount in various network
payment instruments and the constant explorations made by network payment companies, the
traditional profit mo d e | of Atransaction fees +
products of consumer finae have been created, and new services have been launched such as
supply chain finance, Internet banking, P2P loan, network credit card, etc. These services, on the
one hand, cut into consumersé everydawalthl i fe and
appreciation and on the other hand, help micro enterprises secure loans and schetatemtie
problems by means of crowd funding through the Internet. On this basis, network payment
companies have created a closed loop of vatided circulationfofund on their platforms.

Data resources and data mining technologies help online payment companies to establish a
creditrecording mechanisnor individuals, their personal credit record is closely related to their
online payment behavioWith the impovement of the business structure of network payment
platforms, the mass storage of user data, anthtiheasingmaturation of data mining technology;,
network payment companies already have the basic qualification for collecting, recording and
providing personal credit information. After being authorized by the government, eight companies
including zmxy.antgroup.conand Tencent Credit Rating Co., Ltd have started personal credit
information services. In the future, the personal credit rating system dbalitbased on its
payment chain, and that of Tencent, based on its user relationship, will combine with the basic
data of the Peopleds Band of China and other c
comprehensive and sound personal credit evaluaggiers in the industry.

2.4 Travel Booking

Up toJune 2015, the scale of netizens with the experience of booking air tickets, hotel rooms,
train tickets or holiday travels on the Internet reached 229 million, an increase of 7.3 million or
3.3% over the end a2014. The Internet users who had ever booked train tickets, air tickets,
hotels and holiday travels online accounted for 26.8%, 13.3%, 13.8% and 6.2% respectively. In
particular, users of online hotel booking increased remarkably with gdeifincremenof 7.72
million or 9.1%, the biggest contributor to the growth of the overall online travel booking market.

In the same period, the scale of users who had ever booked air tickets, hotel rooms, train tickets or

holiday travels on the mobile Internet usicgll phones reached68 million, a halfyear

increment of 33.5 million or 25.0%, showing a growth rate 7.6 times that of the overall online
travel booking mar ket . Chinese netizenso util i z
increased from 24.1% tB3%.

SIn this report, travel booking is defined as booking air tickets, hotel rooms, train tickets or travel routes via the
Internet in the recent 6 months
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User scale and utilization ratio of online travel booking/mobile
online travel booking in December 2014 and June 2015
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Figure 23 User scale and utilization ratio of online travel booking/mobile online travel booking in
December 2014 and June 2015

In the past two years, the online travel booking industry showed a trend of whole industry
chainexpansion. Specifically:

Online travel booking companies have accelerated strategic industrial chain expansion
through frequent investment in mergers and acquisitions. Price wars once played an important
role in the competition between online travel bogkienterprises, but too much capital
consumption has led such competition to a deadlock. Therefore, the online travel booking
industry has invested in mergers and acquisitions continuously to expand the industry chain,
integrate resources, restructure &ssstrengtbn business and enhance brand value. Ctrip.com,
for example, has invested since 2014 in toursforfun.com, tuniu.com, LY.com, Mind Education,
Yilong.com, yongche.com and some other enterprises. Through these mergers and acquisitions,
Ctrip.com ha fortified its position in the North American market of tourism, scenic spot tickets,
study tours, hotels and car rental.

By business expansion, online travel booking companies have developed a service chain that
runs throughout the entire travel procdassyhich car reservation and bus ticket services are the
most obvious. After years of development, air tickets, hotels, holiday travels and scenic spot
tickets have become mature products of online travel booking companies. With the rise of
carreservatio software, online travel booking enterprises actively cooperate with car rental
companies, careservation software companies and other emerging upstream service providers to
expand frequentigonsumed services related with the use of vehicles. In agddine travel
booking enterprises also develop bus ‘ticket
short and mediurddistance travels, and build a sound -st@p online travel booking service
system to form a complete industry chain.

Online travel booking enterprises enrich the subjects of the supply chain of their platforms
through business model integration. To maintain differentiated competitive advantages, online
travel booking companies once adhered to independent business models, iragiedicyy open
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platform, selfoper at i on, et c. To meet usersod increasing
diversify the sources and channels of products,
brand loyalty, the models of agency, open platform selfoperation of online travel booking

companies have begun to penetrate into and integrate with eachothexample, Ctrip created

the idea of open platform, and Qunar introduced the idea of agency for its hotel senfice and

model of agency foits budget hotel servicéfter integration, online travel booking enterprises

complement each other, which has not only enriched the existing product supply modes, sources

and channels but also diversified their profit models and increased operatioe.incom

Utilization ratios of travel booking services of Chinese
netizens in December 2014 and June 2015

Online booking
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Figure 24Utilization ratios of travel booking services of Chinese netizens in December 2014 and
June 2015

2.5 InternetFinancing

After a highspeed growth period, the utilization ratio of Interfieancingentered a plateau
in the first half of 2015. As of June 2015 Interfisncingproducts had been purchased by 78.49
million netizens, no difference from the situation at the end of 2014; and the utilization ratio was
11.8%, a slight fall of 0.3 percentage point in six months
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Internet financing user scale and utilization ratio in December
2014 and June 2015
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Figure 25 Internefinancinguser scale and utilization ratio in December 2014 and June 2015

The utilization ratio of Internefinancingentered into a plateau in 2015 mainly due to the
following two reasons. First, the overfiiancial market experienced violent changes and a large
number of users of Internéhancing were diverted to the stock market due to soaring stock
prices. In the first half of the year, the user scale of online stock speculation or fund speculation
increased by 18.09 million, of whom users aged 30 or below accounted for 41.8%. The stock
market has a stronger attraction for young-lmstwealth population groups and they aseactly
the core user groups of Interrietancing Second, affected by an easgpnetary policy, the yields
of monetary funds continued to decline. In June, the rates of earnings of mainstream monetary
funds were all bel ow 4% and therefore, vari ous
for investors.

According to trend analysi Internetfinancing products will be diversified. In the first half
of 2015, active cooperation was seen between Internet financial companies and their ecological
partners in many areas @ihance Previously, Internefinancing products were dominatedyb
monetary funds. Today, a new pattern is taking form where bond funds, index funds and P2P
loans are developing rapidly hand in hand. Although monetary funds have entered the era of low
yields, their inherent advantages are still there, such as higtitygand relatively high interest
rates in comparison with interest rate of savings deposit. Moreover, since client products can be
naturally connected to a lot of daily consumption scenarios, monetary funds still have a high
investment value. More and neorinvestors who have received enlightenment in Internet
finnacingare looking for higheyield financial products. In this context, bond funds, index funds
and other higtyield financial products offer netizens more options and can be expected to trigger
asecond round of growth of the Interfieancingmarket.
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(n ) Development of Communication Applications

3.1 Instant Messaging

Up toJune 2015 the user scale of instant messaging was 606 million, accounting for 90.8%
of the total netizen population and representing a-yef increment of 18.50 million. In
particular,users of mobile instant messaging reached 540 million, constituting 91% of mobile
netizens and recording a hakar increase of 32.56 million.

User scale and utilization ratio of instant messaging/mobile instant
messaging in December 2014 and June 2015
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Sourcex (CJNQONIIC Statistical Survey on Internet Development in China 2015.6

Figure 26 User scale and utilization ratio of instant messaging/mobile instant imgssag
December 2014 and June 2015

I n the past 6 months, Tencentédés instant messag
field. Due to slow growth of the utilization ratio of instant messaging, how to cash it and connect
it to other services has beune the focus of the next step of development. Other instant messaging
tool s wildl focus on finding usersd pain points
professional services.

The commercialization attempts of mainstream instant messaging tootsaejed by
Wechat and QQ are mainly manifested in two aspects:marketing mode and service mode. In terms
of marketing mode, the advertisement push service in the circle of friends is the first attempt of
commercialization. The industry solution and thecfuni on of fAshakelLsurroundi nq
long after aim to transfer traditional industries such as supermarkets and hotels from an offline
business mode to an online one, greatly enhance the informatization level of traditional
enterprises by virtue ofts advantages in the mobile and social fields, push price discount
information to potential customers in real time, analyze user gimrgadize precision marketing.
With respect to service mode, mainstream instant messaging tools make continuous tttempts
connect usersdé6 demands in all aspects of Iife,
traveling, shoppingfinancing credit and entertainment. Its service platform has been connected
to jd.com, tenpay.com, dianping.com, pingan.adsage.comjukéiocom, and some other
applications.
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Other instant messaging tools than Wechat and mobile QQ enhance their market shares
mainly by identifying differentiated user demands and providing vertical user groups with more
professional services. Differentiati is mainly reflected in content, user relationship and scenario.
For example, with respect to user relationship, Momo is dedicated to the social and interest circles
of strangers; with regard to content, Wumii is designed for anonymous socializatior; as
scenario, Wangwang and Dingtalk are used for different life scenes. All these applications are
favored by quite a large user group in their respective market segments because they satisfy the
vertical needs of users. Obviously, t@edirection of fuure development of instant messaging

in China is to clearly understand the competiti v
market positioning, and better serve target user groups on the basis of differentiation and
innovation.
3.2 Microblog

INJune2@ 5 Chinaébés microblog user scale and utiliz

and 30.6%, where mobile microblog user scale and utilization ratio were respectively 162 million
and 27.3%. Mobile microblog users accounted for 79.4% of total microb&rg, ussing 10.7%

over the end of 2014. This is not only because the overall Internet is moving toward the mobile
end, but also because mobi#ied microblog provides new experience for users. In particular, the
layout in vertical fields has widened the hpgtion scenarios of mobile terminals and enhanced
user stickiness.

User scale and utilization ratio of microblog/mobile microblog
in December 2014 and June 2015
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Figure 27 User scale and utilization ratio of microblog/mobile microblog in December 2014 and
June 2015

Since 2013 SohuNetEase Tencent and other companiesvéaeduced investment in
microblog, ushering the overall microblog market into a reshuffle period. In the first half of 2015
the pattern of brand competition in the microblog market became clearwhith more and
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more users turn to Sina Weibo. Of allcnaiblog users, those using Sina Weibo accounted for
69.4% and the utilization ratio was above 65% in cities ranging from Tier 1 to Tier 5. So far, the
position of Sina as the biggest microblog operator in China has been established and consolidated.
From he perspective of thecopeof social networking products as a whole, social media
represented by microblog has formed a unique type of space that is totally different from all social
networks. Its social media attributes are being gradually recogniztite lpustomer market and
user market. In the social media field, Weibo is growing into a social media platform that has the
strongest marketing and communication effects.

(N ) Development of Network Entertainment Applications

4.1 Online Games

As of June 2015 the user scale of online games was 380 million, accounting for 56.9% of the
total netizen scale and representing a-he#r increment of 14.36 million. In particular, usefs
mobile online games reached 267 million, constituting 45% of mobile netizens and recording a
half-year increase of 18.76 million.

User scale and utilization ratio of online games/mobile online games
in December 2014 and June 2015
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Figure 28 User scale and utilization ratio of online games/mobile online games in December 2014
and June 2015

Online games as a whole maintained rapid development in thadlfsif 2015 but showed
a trend of diversification. Yet, different types of games had different trends of diversification. On
the whole, diversified development of client ganiesmainly manifested by the changes in
business models. The performance of mobile games in this respect is diversification and
equilibrium of game types. As for console games, new technologies will open a new market for
various new game consoles.
Diversification of business models mainly originates from client games. In the past six
months, although mobile games produced an impact on the proportion of client games in the
industryds operation revenue, t he noudstrywweas ay posit
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basically unaffected. After more than 10 years of development, the old business model of client
games has been gradually outdated and is being replaced by a new business model that ranges
from single products to diversified industrial ecolo@yith the decrease in user activeness of

some old roleplaying games represented by World of Warcraft, client game companies have
begun to explore how to bring players better game experience and more diversified sense of
participation. In this process, coetjiive games began to attract more attention and peripheral
industries have gradually emerged around the game industry, such as live game broadcast, offline
competition, electronic competition star, etc. All these will be a strong driving force forttine fu

growth of client games.

Diversification of game types is reflected in mobile games. Although light games such as
parkourand chess/card playing remain the mainstream of mobile games, heavy games such as
combating and role playing are gaining more raarkhare. Seen from the perspective of
gameplay frequency and average gapiay duration, heavy mobile games are becoming more
popular, and this trend not only has led to a significant increase in the operation revenue of mobile
games in the past six mtstbut is also conducive to improving the quality of games. In the long
run, diversified and balanced types of mobile games will meet different needs of more users and
will be essential for the healthy development and revenue growth of mobile games.

New technologies and diversified equipment are driving innovations of the console game
industry. In the first half of 2015, existing game consoles became outdated due to policy
restrictions and the impact of mobile games in both domestic and foreign marketsabety of
new gaming devices appeared and attracted peopl €
reality (VR) and augmented reality (AR) technologies have begun to appear at major electronic
entertainment exhibitions and game shows. Being mea€ interactivityand providing better
game experience, these devices are very likely to be the development directiongeineeation
console games. At the same time, many domestic companies are working hard at the development
of game handles, TV gameXes and some other devices. Along with the emergence of various
gaming devices, the console game industry will meet another boom in the future.

4.2 Network Literature

As of June 2015 the user scale of network literature was 285 million, showing a slight
decrenent of 9.18 million from the end of 2014 and accounting for 42.6% of total netizens. In
particular, the user scale of mobile network literature was 249 million, representingyadralf
increment of 22.82 million and constituting 42% of total mobile resz
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User scale and utilization ratio of network literature /mobile network

literature in December 2014 and June 2015
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Figure 29 User scale and utilization ratio of network literature /mobile network literature in
December 2014 and June 2015

As the value of higiguality intellectual property (IP) is growing rapidly in the content
industry, tlke previous business model of merely relying on user payment is gradually
transforming into a -quaitylPtogidealtransfifsionfotblo@ddototherg hi gh
easiycashabl e content industrieso. As iterdtuee upstreart
attracted great attention from major Internet companies in the first half of 2015. Baidu, Tencent
and Alibaba have set up their own network literature department, hoping to gain advérgage
compete in the content industry in the future
Involvement of these Internet giants in the field of network literature aims at competition
needs but objectively provides a lot of convenience for readers and writers. Firstly, through
mergers, acquisitions and restructuring, scattered literature resourdetegr@ted into a limited
number of channels, which greatly reduces the time required for readers to find new works and
i mproves user stickiness. Furthermore, l'iteratur
habits and the content they read ovéoray period of time so as to more effectively recommend
new works to them according to their interest and thus provide more opportunities for promising
writers. Secondly, based on the content industry layout made in recent years, Internet giants have
already possessed the ability to adapt network literature. This provides more possibilities and
greater convenience for IP conversion and utilization, and effectively improves the utilization
efficiency of highquality IP. Finally, many video websites findiitcreasingly difficult to make
profits because highuality IP is more and more expensive (the price of copyright of some
popular video works is already as high as millions of RMB). This not only proves the huge
economic potential of network literature talso reflects the great financial pressure on copyright
buyers. In this context, nurturing their own highality IP to support other content services will
help video websites to reduce operation cost.
As the advantages of this new business model becamesm and more obvious, t
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