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“It 1S not the strongest of the species that
survive, nor the most intelligent, but the one
most responsive to change.”

Charles Darwin

Change 2

bates



¥ i,

"
1
1




China’s Three Generation of Car Buyers

New Master

Change

The Chinese car buyer Is
not one homogeneous
whole. There exist three
different generations each
with their own needs,
desires and purchasing
power.
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The ‘me’ generation

e Born between 1978-1987.

 Many of them are single child and
beneficiaries of China’s economic A
miracle. '

e They are first time car buyers.
A car is an escape from the grind
of subways & public transport.

e |tis also an early material symbol
of fulfilling ‘expectations’ put on
them.

Change

bates



The ‘young family’ generation

Born between 1968-1977.

They are burdened with responsibility.

In some cases they have to support three
generations — themselves, a young child &
retired parents.

They have been used to planning out their
lives. The economic downturn & slump in

Source: National statistics

I I I Note: September 2008 latest figures for consumer confidence
asset/stock prices will upset their plans. Cblata
Their medium term outlook will be ‘wait & el Londs the Houems prcs

WatCh, Drlr::p.

They will be led by reason and you can
expect them to be hard nosed in driving a
bargain.
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The ‘New Masters’ generation

e Born between 1958-1967.

* This group enjoyed healthy growth
In personal assets in the last boom.

e You can expect them to be fairly
price insensitive.

 They have been through multiple
business cycles. They are wiser &
tougher. Most importantly they
realise money & success means
nothing if not enjoyed.

e They have achieved career success
and are looking for meaning &
contentment outside of work life.

Change




10 changes about Chinese car consumers

From mobility to self-actualisation
From being chauffeured around to personal driving pleasure
From car envy to car crazy

From badge value to cash value

From growing up lonely to “4< & (che you) / car budd‘ e_;‘, ,
From standard equipment to pimp.my car . i,
From external show-off curves to mternal comfort & nehts

From paying lip se,rV|ce to green to green actlon _' o |

© o N o 00 A~ W DR

.-a- '!'i B
From familiar luxury to art collectible i 2 1“‘“ -

._.l _r l_,I'{

10. From sales outlet to experience centers & conuerge service

Image courtesy of Flickr



From mobility s v, 0
To self-actualisation

Change 3

bates



Chinese car culture Is maturing

From: car as mode of transport
To: car as inner fulfillment

Me Self-actualization

Status Prestige
Image Belonging
Safety Protection
Mobility Physiological

Change
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Consumers in Tier 1&2 care more for individuality
than those In Tier 3&4

Consumers in tier 1&2 cities see their car more as a form of

! Self-expression
=k

Status symbol

Comfortable and relax by frof

T

-

performance

.......

Car bought in last 1 yea| 1%+

Large cities (Tier 1&2)
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New world for the same machine

Old world - Means of transport & productivity New World — Means of fulfilment & socialisation
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New world for the same machine

Career enhancement Life enhancement

Old world - Means of transport & productivity ! New World — Means of fulfillment & socialisation

|

Efficiency : Enjoyment
|

Weekdays I Weekends
|

Me : Family & Friends

|
|
|
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From being chauffeured around
To personal driving pleasure p

Q,
P
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e With over 350,000 $US millionaires China has the second

highest number of millionaires in Asia (after Japan). And
growing at nearly 10%. *

« Itis time for these people to ‘enjoy’ their life; reward themselves

Luxury consumption is being increasingly driven by the need for
a rich and indulgent experience

* Source Merrill Lynch Cap Gemini World Wealth
Report

Change



Sheer Driving Pleasure

 For decades status meant
- being chauffeured around
In a luxury marquee.

BMW. Freude am Fahren. * Now the ‘new masters’ are
B, SteerDiving Tlezsure. ~wanting to savor the joy of
ceammaa. - | o il driving the beautiful

_ machines themselves.

My - Itis not surprising to see

®  them swapping seats with
their chauffeur to play with
their new toys.

Change Sakds



Driving Is taking on a new dimension

“ 1 like driving, because the car is my own
space. Driving alone in the car, | can feel
myself clearly. | am not only driving the car
but also driving myself to achieve the goal.
Although there are many difficulties and
challenges ahead, it depends on how you
drive yourself. Driving for me is releasing
myself. ”

Mr. Zhang from Shanghai, aged 43yrs,
http://blog.zhiji.com/blog/readblog 1280921.html
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From car envy
To car crazy
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Car envy Is shifting credit behaviors

 Chinese consumers have
traditionally bought cars with

hard cash.
_ _ 0% of people purchasing car on loan in key countries in 2007

* Figures from Chinese -

commercial banks revealed 80%

Chinese consumers' personal S IR 65%

loan balances recorded 3.3 | 50%

trillion Yuan ($480 billion) in 40% 1

total last year. 20% | .
 But to date, loans used for 0% - - - - - ]

US.A Germany UK. Spain Japan India China

purchasing cars only
accounted for 110.7 billion Source: Sinotrust
Yuan, even less than 3

percent of housing loans

Change
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Car envy Is shifting credit behaviors

 While less than 7 percent of cars were sold in China
through loans in 2007, according to statistics from
Sinotrust, a leading automobile industry research
company, this figure is expected to reach anywhere
between 20 to 25% this year

O % of Chinese people purchasing car on loan
30%

25% |-
5% 22.0%

20% r

15% r

10% r 7.4%

50 3.5% 3.8%

0%

2005 2006 2007 2008

Change

Source: Sinotrust
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 The mindset is changing with the ‘me generation’.
Yesterday Debt was bad. Today Credit is good.

 Car craze is on the rise. They can’t wait to get
their hands on of them

68% of undergraduate and 76.2% white collars have strong interest in
installment service and like to have a try.

http://finance.ce.cn/bank/yhsy/ykzs/200612/20/t20061220 9809584.shtml

« Consumers in the traditionally progressive eastern
China are more willing to drive today & pay later

Area of China Eastern China | Western China | Middle China | North Eastern

Auto loan 62% 15% 13% 10%
(2006 end)

Source of data: People’s Bank of China 2007-05-30

Change ®

bates


http://finance.ce.cn/bank/yhsy/ykzs/200612/20/t20061220_9809584.shtml

 With the economic slowdown
consumers will have lesser cash In

their pOCketS & are already thmkmg Since the financial crisis nearly 2/3rds

of deferrlng their purchase_ of consumes have chosen to defer their
: car purchase
* The opportunity for auto loans to
. . BTl SNSRI G
fulfill the car craze will get even B v bt com)
bigger. In fact it will be critical to i N=13946

26%

stem the slump in the industry.

It will however call for ingenious
ways to tailor payment plans & also

Yes, have put off, 73%

making the proceSS more Survey period: November 2008EHMMDHﬁl
convenient.
Change bates@



From badge-value
To cash value
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bates



Budgets are getting slashed

* W't_h the global _SIOWdown’ . About 60% of potential consumers have
Chinese are unlikely to sacrifice cut their car purchase budget

thell’ Undervalued StOCk Have you decreased your budget to purchase car?
Investments to purchase a car just s -

for ornamental value. N=13946 Monthly Income

B <3000 Yuan

* Unlike the newly rich of 10 years 3000-5000 Yuan

. . 5000-8000 Yuan

ago who were eager to signal their 800010000 Yuan
arrival by purchasing a car — for = >10000 Yuan

today’s young family generation it

will be a decision based a lot more &y é&@\« fe\f’ &
o & 3 P
on cash value than mere badge & O@f é@f GitAuts B55
value. <
Change ®
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Consumers will be looking for more value

« Better Gas Mileage
 Low maintenance cost
 Hassle free maintenance service given their busy lives




But value means new things

 Handling, not horsepower

* Mileage efficiency

— Chinese cities (like many Asian cities) are notorious for traffic
congestion




Value means new things

e Long term value over short term cost
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Cost of Car + Fixed maintenance cost = Overall cost of
ownership rather than sticker price
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From growing up lonely
To “ZEKR” (che you)/ car buddies

5@%ﬂ:

Change
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« Although the single child gets a lot of attention from
grandparents and parents, they still grow up yearning
for attention & friendship from like-minded people.

* As they come of age with a job and financial independence it
IS time for them to get into meaningful social networks.

« After work mates & internet friends; “"4- " (Che You) or Car
Buddies is one of the most important social network.
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e Car buddies are not just casual friends who meet occasionally,
but they are people who share similar interests and values.

« They influence each other’s decision making.

“Yesterday, | attended a tree planting charity
event , which attracted several car clubs of
Beijing...if | buy a car, | will choose a big-
scale car club just like today! Feel very
proud! Look at these car buddies, they chat
with each other just like they are old friends.
There are indeed changes that happen in
the life of people who own a car.

— A net pal of BAA car club forum

Change

bates



One of the biggest car
buddy club XCAR has
chapters all over
China.

Change

“ZER” is sweepi

ng across China cutting
across city tiers & geographical regions.

WWW_XCar.com.cn
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From standard equipment
To pimp my car

Change



e Brought up on a strict diet of discipline
and high expectations the car is the first

blg tICket temptatlon for the ‘me Will you modify your car in the future?
generation’_ P -
e In a survey by Sinotrust a staggering

85% of them said they are thinking of
souping up their cars in the future.

__

Change batesD



« Standard equipment will be so passé.
— 37% of those who want to modify their say it will be a reflection of

their individuality

* Not far behind a cool 34% equated pimping up their car
with “enhanced driving pleasure.”

Change

To enjoy

functions,

To improve
safety.

I
Mo demonstrate
individ uality,

driving pleasure,

To add maore 10. 6%

Why do you want to modify your car?

0% 2% 10% 16% 20% 256% 30% 30% 10%

34, 0%

SINOTRUST .
w o i
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From external show-off curves
To internal comfort & mental space

\ L/ o

Change a6



Commuting time in the big Chinese cities

IS on the rise

How much time do u spend on your
way to and back from office every day?

i

0 <30min

O 30~60 min

O 1~2 Hours

O < 2Hours

Source of data: 51.job, 2008 Jan.

Change

According to 51job.com,
24% of white collar
workers in Beljing /
Shanghai / Guangdong
spend 1-2 hours
everyday on their way to
office & back.
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Mental time Is becoming more sought after

e China’s urban population
density is 3 times the world
average.

e Attimes it could be more
about ‘mental space’ than
physical space in one’s car.

e A place to relax / unwind

« This kind of personal space
IS a relatively new luxury.

Change batesD



Internal space takes center stage

« Three generations have to fit
Inside the car comfortably.

e The little things will matter —
boot space, baby seats, cup
holders.

e From external ‘looks’ (how
good it appears to others)
these people will be
Increasingly interested In
Internal space for me & my
family

Change



Consumers in the south (Guangzhou) and east (Shanghai) have historically
been both more practical and mature. Now they are
getting more demanding on internal space & comfort.

In this car clinic fewer consumers in Guangzhou and Shanghai were satisfied

with SGM’s cars in terms of interior space, interior comfort and back seat.

i Guangzh
all ' Beijing Chengdu ou Shanghai
. (©) (D) (E) (F)
base=all 600 | 170 130 140 160
External appearance 38 i 38 34 43 36
Interior space 26 i 28 28 24 24
Interior comfort 31 37E 35E 22 29
Frontseat 36 ' 36 30 39 36
Backseat 24 | 26E  32E 14 23

Change

Source of data: SGM Car clinic 2008
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From paying lip service to green
To green action

Change “
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Eco Consciousness Is gaining traction

« 33% of Chinese consumers want to understand the environmental
Impact of the products & services they buy.

« 35% trust companies who reveal the environmental impact of their
products more than companies who don't.

EXHIBIT 10 . ' o trust .
WAL B WSl Soampames
Chinese Consumers are undersiand the that show the
i i eEviranmanial e ircirental
tar “greener’ than many impact of fhe impact on thesr
products and producks more
assume services That | thanm companies
burpfu=e” that don't”
33 35
44 a2
a3 25
18 22

Change

Source: inelgh® China by Mokheey - 2504 Consumer Sarvey
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In fact, China Is an unexpected
“Eco-Absorption” market

* In general Chinese are some of the most concerned consumers in the
world, often surpassing Americans and Europeans.

* In areport released in July 2008 called "The Impact of Chinese Consumer
Perception of Climate Change on Business," Havas-owned Media
Planning Group (MPG) found China is "actually one of the more globally
aware nations in the world in the realities of climate change," said Paul
McNeill, MPG's Beijing-based CEO, Greater China.

 China possesses a strong willingness to lead a more environmentally-
beneficial lifestyle.

— According to the survey, 46% of Chinese respondents can be classified as eco-
absorbed, or very focused on the issue of climate change.

— Ninety-one percent agree climate change will affect them and their families
— 93% believe they can contribute to solving the problem.

Change e ®
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Eco-Absorption

* 31% of Chinese consumers identify the environment as a higher priority
than the economy, a percentage that is significantly higher than
consumers in the U.S. and slightly higher than consumers in the U.K.,
according to a study released in September 2008 and conducted by WPP
Group agencies Landor Associates, Cohn & Wolfe, and Penn, Schoen &
Berland Associates.

 69% expect to spend more money on green products in the coming year.

— Inthe U.S., by comparison, only 38% of consumers expect to increase their spending on
green products in 2009, and just 33% of U.K. respondents said they will spend more.

e According to Synovate, three-quarters of all Chinese respondents claimed
they bought a green product in the past year

— 60% bought energy efficient devices; 70% reduced use of plastic bags and 82% cut
power consumption.

Change 4
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But the car sector Is lagging on green

 The race to a ‘greener’ automotive industry in China is still in its infancy

« Chinese consumers are simply unwillingly to pay a steep premium for a car
with Green credentials especially in these tough economic conditions

Only 3% of car buyers cite
‘environmentally friendly’ as one of their
top three buying factors, versus 38% who
cite ‘better gas mileage’. Indeed, if
consumers can’'t save enough on gas to
make up for the higher cost of purchasing
a hybrid car, it could be a tough sell.
McKinsey Annual Chinese
Consumer Survey, 2008

Change
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 The government is however
committed to sustainable mobility

China, US
team up
for green
vehicles

By Inan: (h

China and the United States ves-
terday agrecd to collaborats on
deveboping electric and hylbrid
vehicles in a significant boost
1o the “green programmes” ox-
pected to reshape the automabils
indnstry.

The collaboration comes at a
time when US President-elect
Barack Obama is heralding
grean cars as a crucial part of
his energy sirategy, whils the
Chinese government is also
promoting these vehicles to cut
the country’s dependence on
imported vil and reduce green-
hoase emissions

The agreement, slgned be
tween China's Ministry of Sci-
enceand Technolngy and the USs
Department of Energy, will sae
the two countries colisborate on
battery performance, testing and
eviluation methods, standards
and codes, and lifecycle analy-
a0, according to David Rodgeis,

A visitor to the BYD booth passes a BYD F& DM on display during the 2008 North American Inter-

national Auto Show in Detroit, Michigan, in January.

depiity assistant secretary of the
Us Department of Energy.

The US aute industry is being
retooled for low-carbon-emls-
sion automobales, either plug-in
hybrids or pure battery-operated
wihicles as Obama has called for
an “end to the ape of ofl inonr
time” and kopes to see one mil-
Tion nybrld cars on the road by
2015,

China has also laid out an
ambitions blueprint. Wan
Gang, minister of Science
and Technology, said earlier

lazt month Ching plans o put
60,000 new-energy vehickes for
trial runs in 11 gitles by 2012
fir publis transportation, public
services & facilittes and postal
SETVICES.

China currently imports
neariy half of the oil required in
the countty. A recent McKinsey
report has said the country is
likely to doble its oil imports by
2030if the current growth rates
continue. By promating eleciric
cars, the imports could be cul by
anouni aquarter, il said.

Bloomiberg Mews

The Sino-US collaboration
conld benelil some Chinese
companies such as BYD Co,
which have been agerassively
develsping preep cars,

Chinese battery companies
have been providing advanced
lithium baitery packages for
testing ai the national lahora-
tory near Chicagn in the US,
said Rodgers.

BYD Co, the wortd's biggest
maker of‘mobile-phone batter-
irs, plans to =ell hybrid cars in
the US by 7010
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Chinese are less prepared

« Japanese car manufacturers are best prepared to lead in alternative energy
solutions in the eyes of the consumer

— While nearly two-thirds of Chinese car buyers consider fuel efficiency (61%) and
reduced emissions (64%) to be important factors in a good green image, only
16% & 17% of those interviewed credit domestic car makers with having these
features *

Japanese brands scored
best in arange of green
iImage indicators -

Minimised Emissions 56%
Fuel Efficiency 56%
Reliable Technology 54%
Affordable technology 48%
: . : * '
GM Chevrolet Equinox hydrogen car debuts in China TNS China Survey of 1100 car owners

Change
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 The first step in translating green awareness to green
action could be in the form of smaller cars

36.7% consumers would choose

Launched in Nov 2008 - Panda, a new super small
small or super small car

car developed by Geely a leading Chinese auto
maker

0%

10% 20% 30% 40%

27.6%

25.0%

Compact
Mediﬁfﬁ' 258%
oA
Large
SV
N=162
\PY May 2008
Data source: Sinotrust
Chanqe
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From familiar luxury
To art collectable

Change s
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The connolisseurs

 Connoisseurs and collectors are still a rare breed in China,
but they are growing in number and can exhibit high spending
power.

 TNS identifies these consumers as being typically over 35
years of age, male and based in first tier cities*. Their
favourite collectible items include watches, antiques and high
end furniture.

Change *KPMG TNS China Luxury Consumers report bat ES®



Showcase

Aston Marting

All Aston Martin

The Story and Pictures of Aston
Martin

Pra Wa

::?E: 1 :_:re prasentad within this web cite as

et ST Shart lutn the greatest automabss

DBd4 Zagabo =1 2 o dream

as shured between two Smateur

CEE automehile racers durng the dawn of

#zton Martin DES 0 ort grew to one of the worlds

Ve 0 usive margues. The trip was

¥8 Zagato no nor woid of near r.sla-"tmphn—.- Grant Raviews, Sice b 3pecs Oownlcad
I&E‘f' da Sl Froa Sato Magazing Mow

Vamauich e e v of years Ay by Google
ARL Asto =M unning the

oas company lost maney, However, the

wB Vantage dedicabon and perseverance of those

that build these handcrafted machin
willed the margues to sunave while it's
conkemporaries fell by the wayside.

GALLEd!' | HISTORY | TIMELINE | CONTACT | MEWS

I'm Rob Walker and T've been hluntrlg
dowin Aston Marti i 1 '

Martin - inko this
winarle m progre
any questions, commenks, or
nh:tur-=3 that I can post please email
mi - Contact ME.

the extensive Astom Martin

The New Aston Martin antage In The News

oy . - Twa final completed my move to PA and have

. - r v sattled inte my new job. all is good with me and
things are graat with Askton Marbn. David
Richards and friends hawe taken aowver the margque
from Ford and have great plans for this great
brand.

Also, keep an eye out for the last Vanguish.
Production stops on this marque changng
machine in July.

o wesry wHilimbsd witn Astzn Marin Logends, Sston arin Cremes S, or the Ford Molor Compeny

Collectors are
identifiable by their
appreciation of
uniqueness, brand
heritage and the finest
craftsmanship
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From sales outlet — ™ & 4N
To experience centers &
concilerge style service
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&
e
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 The growth of web based specialised media has heightened
consumer expectations.

 The old fashioned car outlet now has to deliver the experience
that digital media has created.

Brand Knowledge

Brand Experience

Introducing
The Car Experience Center

N e

Change
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http://china-pub.shop.eol.cn/341033

« A day out to remember
* EXxperiences designed around discovery

L VEHICLES OWNERSHIP GO BEYOND ABOUT US EXPERIENCE

Home  Experience Locator  Adventure Days  Training Corparate Fun Environmental

The Great Wall Land Rover Experience Bajjing

» More Information

Welcome to the Land Rover Experience glohal website. Find out how it feels to test yvourself against the terrain, lea
technigues, or just have a fantastic day out with colleagues and friends.

Land Rover has
m extablizhed a global
k' e netwaork of centres
i designed to provide the
= & ultimate driving =killz and tackle =ome of
experience in the : the most challenging
world's most capable terrain you'll ever

vehicles. Join us fora encounter,
day you'll never forget.

Qe oveNuReOAYs B EXPEAIENCE LOCATOR

Experience the
awesome capability of a
state-of-the-art Land
Rover, learn new

Click below to find your
nearest Land Rover
Experience Centre -
your driving adventure
ztartz here.

Change
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 The way brands present this experience is as
Important as the experience itself.

e |tis time to take a leaf out of what started in the

hospitality industry and has now been embraced by
hi-end technology brands.

Whatis Vertu Concierge?




Car Concierge — a new opportunity to
create a point of difference

o First step will be understanding
him/her not just as a car consumer
but from all their life interests.

« Then designing experiences around
their interest areas.

A more personal & unique after sales
support experience.

 And Service will be more Hi-Touch
rather than Hi-Tech.

Change
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Reframe the user context of the car

 Brands must understand the critical change that car culture is going
through in China - from means of transportation to means of self-
actualisation and socialisation. This should influence brand platforms and
new product positionings.

 Brands can also create desire with a completely new set of audiences

(wife, children or even parents) by reframing the usage context of the
automobile against those segments too.

« This diversity of usage will cascade into a need for greater accessorisation
of the automobile; in turn leading to a multiplier effect on revenues.

« Personal and mental space is a relatively new luxury in China. This
presents a whole new opportunity to recast the car and the commuting
time into a third space; for unwinding or recharging.

Change 8 batesD



Shift your value proposition

 Brands need to reframe their value proposition keeping in
mind the current consumer mindset.

It will be important to position vehicles against real value, not
just sell them as ornamental play toys.

* One stream of opportunity will lie in educating consumers to
look at long term total cost of ownership as opposed to short
term sticker price.

* Brands should also explore collaborating with equipment-
makers like tire companies or fuel companies to provide
value-added services and bundled offers.
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Heighten the driving pleasure

e Since premium car buyers are increasingly driving themselves
without a chauffeur, premium brands should highlight how
their cars deliver on personal driving pleasure vs. just only
help them achieve prestige and status.

 Brands can also recast the automobile from a single
experience to a multi sensorial one and create unique brand
rituals as one of the ways to bring this to life.

 Fulfill the consumer’s search for uniqueness by giving your
brand more meaning, a point of view or an inspiring ideology.
Then extend the brand point of view in finding meaningful
connections in the world of art, architecture, music etc.
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Make buying a car on credit easier

* In these hard times car financing will be imperative to reverse
the slump in sales.

e At the same time this will be a new revenue stream for
automotive manufacturers.

« With banks getting over cautious towards lending, automotive
brands are in a good position to offer the financing
themselves leading to a higher share of margins.

 These credit schemes are also a great way to get CRM
programs developed with relevant up-grade / accessory
selling.
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Tap the “Z4=&” (che you) / car buddies

* Inthese hard economic times, car buddies represent a great
word of mouth opportunity.

 We can upgrade these networks to e-commerce platforms for
accessories & after sales.

 We should be encouraging people who have experienced our
brand to give us feedback on the product & services that go
along with it.
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Co-create with the me-generation

o At the entry level we can introduce DIY offerings / accessories
encouraging them to creatively express themselves.

« At the mid to high level brands should be collaborating with

design houses / designers to provide personalisation to the
buyer
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Go green the smart way

* Since Chinese consumers want to go green, brands that can
help them fulfill on their conscious, without paying the extra,
will gain significant advantage.

 Brands need to recast the green message from “green for
good” to “green for cheap”. Brands have to clearly
demonstrate that growing green is now a means of being
financially savvy (fuel efficient cars are cheaper & greener).
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Think experience center, not showroom

e Car brands must transition their sales outlets to experience
centers and provide concierge services.

e Brands should be thinking of restaging the entire brand
experience — not just marketing communications.

e To provide focus to this role the brand team would do well to
appoint a “chief experience officer”.

e Service should move from car service to a complete lifestyle
service; with a price attached.
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Eager to continue the conversation?
Contact Ms.

Strategic Planning Director

Bates 141, Shanghai

E-mail: jenny.yang@bates141.com

Telephone: 53830055
Mobile: +8613818383885
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