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This Week in China
Consumption Will Drive China's financial con- demand and should

China’s Future Growth;
Goldman Sachs Projects
China’s Economy Over-
taking the US By 2027

A new report released by
Goldman Sachs projects
that China will overtake
the United States as the
world's largest economy in
2027 with a GDP of $21
trillion, with consumption
accounting for $10 trillion,
nearly 50% of projected
global GDP. By 2050,
China's annual output is
expected to reach about
$70 trillion, compared with
about $40 trillion for the
United States.

The global financial crisis
has greatly benefited
China by helping to
decrease the nationO:s
dependence on exports
and stirring  domestic
demand, said Jim OONeill
chief global economist for
Goldman Sachs. O'Neill
said the impact of the
crisis has increased the
likelihood that the bank's
bullish 2050 projections
will be recognized.

GoldmanOs optimisn
about ChinaOs growth nex
year is especially

promising. Economists at
the firm are forecasting
11.9 percent expansion in
GDP, compared with a
consensus view of 9.5
percent, based on a
remarkable easing in

ditions with expectations
set even higher for an
increase in 2010.

The Chief China Econ-
omist of Bank of America
Merrill Lynch, Lu Ting,
estimates ChinaOsGDP to
grow between 8 to 9
percent this year, and
further accelerate to about
10.1 percent next year,
with  average  growth
around 9 percent in the
five years to come.

Though the average
growth rate of China's
GDP from 2011-2020 is
estimated at 7.7 percent
and gradually scales down
in the next few decades,
GoldmanOsO'Neil pointed
out that it OdoesnOt requil
miraclesO for China to rise
to the top by 2050.

The investment bank's
most important economic
indicator shows that the
world economy bottomed
out when the Dow Jones
Industrial  Average hit
6547.05 at the end of Q1
2009. Since then, reports
show that both the
Chinese and the world
economy have been on
the upswing. In response
to questions regarding
challenges that could
hinder China's economic
growth, O'Neill said China
should continue to put
serious effort into
increasing domestic

consider a sophisticated
social security system as
another priority.

As recent as 2008, China's
GDP ranked third after the
United States and Japan.
Statistics show that China's
contribution to global
economic growth amounted
to 22 percent, bypassing the
United States to become
number one globally. This
year, estimates predict that
ChinaQs contribution will rise
to 50 percent.

Goldman SachOs economists
said these latest projections
draw from their confidence
about Chinese consumers,
who they predict will replace
their American counterparts
to drive the world's
economy. OChina is quite
easily the biggest consumer
story out there,O OONeill sai

China0s increase ir
domestic consumption is at
the core of ARC ChinaO:
overall investment thesis
and we expect to realize
outsized investment returns
by positioning ourselves
ahead of this trend and
focusing on companies that
will benefit from it.

U [rren_

Adam Roseman,
Founder & CEO
ARC China



This Week in China (cont'd)

China's New NASDAQ-
Style Board Sees Wild
Start

China's new NASDAQ-
style market saw a week
of wild yo-yo swings as
frenzied investors sent the
start-up shares to
“ridiculously" high levels.

The 28 stocks on the
ChiNext board in the
southern boomtown  of
Shenzhen repeatedly
tripped circuit-breakers in
place to curb rampant
speculation as  keen
buyers ignored warnings
from regulators to trade in
a "rational" way.

After a massive debut
surge for all shares on
October 30, with some
soaring as much as 210
percent amid feverish
buying, subsequent sess-
ions saw stocks see-
sawing up and down by
the 10 percent limit in
place on all Chinese
bourses.

The long-awaited board is
expected to give small
and medium-sized compa-
nies access to financing

China's Industrial Out-
put Expected to Grow
Faster In Q4

China's industrial product-
ion has "surmounted the
most difficult time" and is
expected to grow 15 to 16
percent year on year in
Q4, hopeful to make a full
year growth rate of 10 to
11 percent, according to Li
Yizhong, minister  of
Industry and Information
Technology.

Industrial output in Q3
registered a 12.4 percent
year-on-year growth rate,
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and encourage private
equity firms and venture
capitalists to back start-
ups, in the tradition of
New York's NASDAQ.

The first 28 companies to
list on the board, ranging
from movie producers to
medical equipment mak-
ers, raised about RMB 16
billion (2.3 billion dollars)
in their initial public
offerings B more than
double initial forecasts.

Market observers had
been worried that ChiNext
would draw funds away
from the main boards and
depress share prices. But
so far, the second board
appears to have had little
impact on main board
trading, with China's ben-
chmark Shanghai Compo-
site Index finishing at its
highest closing level in
nearly three months.

Analysts, warning of the
risks of excessive specu-
lation and overinflated
stock prices on the new
board, pointed to the
price-to-earnings ratio of
some companies, which
exceeded 100, compared

according to the National
Bureau of Statistics
(NBS).

The government's eco-
nomic stimulus package
and other policies to
address the economic
downturn had produced
remarkable effects as the
country's industrial invest-
ment continued to grow,
and power consumption
and railway transportation
were recovering.

Li said China stood a fair
chance of achieving its
GDP goal of 8 percent in

with about 30 on the main
board.

Ahead of the start of
ChiNext trade, the chair-
man of the China Securi-
ties Regulatory Commi-

ssion, Shang Fulin,
cautioned investors by
saying start-up  stocks

have potential for strong
growth -- but also unstable
financial results.

Peter Lai, a director of
DBS Vickers in Hong
Kong, said a correction in
share prices is "unavoid-
able". "I think it was crazy
b the rise was ridiculously
high," "Many domestic
investors do not under-
stand ChiNext companies'
financial figures and their
business prospects. It's
more about speculation.”

"These are very early
days but the basic
direction, | think, is very
sound," said Ardo
Hansson, lead economist
at the World Bank in
Beijing.

Source: Yahoo News

2009. However, uncertain-
ties and complexities
remained as the global
consumption demand was
still weak and unemploy-
ment rate remained high.

China should step up
efforts to restructure its
economy by promoting
innovation and technologi-
cal upgrading, conserving
energy and cutting
emissions, and integrating

information technologies
with industrial develop-
ment.

Source: Xinhua News

Real GDP Growth by Country
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The report estimated that per capita
spending in China's urban areas
will rise to RMB 16,000 ($2,344)
per year in 2015, up from RMB
10,000 in 2008.



This Week in China (cont'd)

Domestic PE Industry
May Touch RMB 1
Trillion

China's homegrown pri-
vate equity industry could
grow to 10 times its
current size in the next
few years as domestic
firms fund SMEs, allowing
them to better compete in
a market long-dominated
by global giants.

The mainland's private
equity industry - still in its
infancy only three years
ago - could grow to RMB
1 trillion ($146.46 billion)
over the next five years

from less than RMB 100
bilion now, Katherine
Wang, chairwoman of

Power Capital Corp, said.
"One major policy the
government has taken is
to encourage PE funds by

Shanghai Disneyland
Gets State Approval

The Shanghai Disneyland
Project has received state
approval. Talks have
started on details of the
project, which has been
planned in the Pudong
New District of Shanghai.

Disney president and
CEO Robert Iger said in a
statement that China is
one of the most dynamic,
exciting and important
countries in the world, and
this approval marks "a
very significant milestone"
for The Walt Disney
Company in  China's
mainland.

Officials with the foreign
investment department in
the Pudong New District
government said several
big state-owned firms in

giving them tax incentives
from their investments.
Chinese PEs will be able
to compete head to head
with foreign firms like
Carlyle, TPG Capital and
Softbank over the next
five years."

China's PE market, which
so far has been dominat-
ed by foreign firms, will be
increasingly favorable to
domestic players who are
better positioned to fund
small- and medium-sized
firms in the mainland.

As mainland private equity
firms expand, they will
also target Taiwanese
companies. Providers of
financial services, media,
distribution and hotels
would be potential targets
for mainland PE funds.

"Good investment oppor-

Shanghai would form a
joint venture with the Walt
Disney Co. to invest in the
project.

The Shanghai municipal
government and the Walt
Disney Co. had reached
an agreement concerning
the major issues of build-
ing the first Disneyland on
the Chinese mainland.

The multi-billion  dollar
project is expected to
benefit industries, includ-
ing property development,
hotels, transportation and
entertainment.

The local government has
already started preliminary
plans for the long-awaited
Disney theme park in the
city. The plan includes
resettlement of a 4-million-
sg-m area in Shanghai's
Pudong New Area cover-

tunities for them will be in
Taiwan's services sector,
whose risk is lower than
technology firms," said
Howard Lin, chief invest-
ment officer of Fubon
Financial Holding.

Taiwan currently does not
allow mainland private
equity firms to invest in
the island's companies.
But trade relations across
the Straits have improved
markedly since Taiwan
leader Ma Ying-jeou took
office.

Taiwan expects to sign a
much-anticipated financial
services pact with the
mainland within the
month, which is expected
to create ties between the
mainland's and Taiwan's
financial markets.

Source: China Daily

ing the villages of
Zhaohang, Jinjia and
Qigan in Chuansha Town.

Speculation  about a
Disney theme park in
Shanghai has been circu-
lating for years. Earlier
media reports said the
$3.5 billion theme park will
cover an area of 10 sq
km, to be located at the
east bank of Huangpu
River, bordering Pudong
district's Chuansha town.

The first phase of the
project will be located
south of Huanglou region,
a 10-minute drive from
Shanghai Pudong Inter-
national  Airport.  The
second and third phases
will expand towards the
southwest.

Source: China Daily



This Week in China (cont'd)

China Recovery Fuels
East Asia's Rebound

The economic rebound in
East Asia and the Pacific
has been surprisingly swift
and very welcome, but
take China out of the
equation, and the regional
picture is less rosy.

The latest East Asia and

Pacific Update, entitled
"Transforming the Re-
China's Overseas

Investment Helps Global
Recovery

China's increasingly vora-
cious investment in over-
seas markets is helping
the global economy - and
especially the economies
of developing countries -
recover from the financial
crisis.

Chinese officials urged
foreign countries to make
it easier for that invest-
ment to continue to flow
by creating a "convenient
and fair" environment for
Chinese investors.

Outbound investment from
China in overseas mar-
kets has grown significant-
ly recently, at the same
time as investment from

traditional big spenders,
including  the United
States and European

countries, has slowed.

"China is stepping up its
overseas efforts, despite
the economic recession
worldwide," said Zhang
Xiaogiang, vice-director of
the National Development
and Reform Commission.
"Many of China's compa-
nies are active investors."

China's overseas direct
investment rose 190
percent year-on-year in
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bound into Recovery,"
says large and timely
fiscal stimulus spending in
most East Asian and
Pacific countries -- led by
China and South Korea --
along with a powerful
process of inventory re-
stocking now underway,
have driven the rebound

in the region and
significantly boosted
confidence in a global

the third quarter, bringing
the total investment for the
first nine months to $32.87

billion, the Ministry of
Commerce announced
recently.

Jon Huntsman, the US
ambassador to China,
said China's investment

was "important in improv-
ing and stimulating the
world economy". He said
the US has benefited from
the investments of other
nations. Between 2003
and 2008, countries
invested more than $325
bilion in some 4,300
projects in the US. China
was "one of the nations
with the fastest growing
investment in the US" with
an annual growth rate in
investment volume of 30
percent throughout the
2004-t0-2008 period.

"China is a leading nation
in stimulating the revival of
developing economies by
way of investment," said
Taffere Tesfachew, chief
of the Office of the
Secretary-General under
the United Nations Confe-
rence on Trade and
Development (UNCTAD).

Statistics from UNCTAD
shows that in 2008,
investment flowing out of
the US declined by 18

pick-up.

Developments in the East
Asia and Pacific region
remain strongly influenced
by China, where the
projected GDP increase in
2009 will offset three
quarters of decline in the
GDP of the United States,
the Eurozone and Japan.

Source: China Daily

percent to $312 billion.
Flows from EU nations
plunged by 30 percent to
$837 billion. But emerging
economies, and China in
particular, increased over-
seas investment. Nations
and regional areas
throughout "Africa and
Asia could benefit a lot
from it."

F. Marcelle Gairy, Grena-
da's ambassador  to
China, said: "We have
great sunshine to grow
plants and many other
advantageous sectors to
tap. China has good
technology to realize our
dreams."

"China's technology is
cheaper, innovative and
very useful," added Mifzal
Ahmed, advisor on invest-
ments for the Maldives'
Ministry  of  Economic
Development.

While the UNCTAD fore-
casts investment outflows
from Asia will slow this
year, the organization
believes the region will still
outperform the rest of the
world.

"Outflows from China and
India are the most note-
worthy," said Tesfachew.

Source: Xinhua News



This Week in China (cont'd)

Chinese Enterprises
Shine at Havana's
International Trade Fair

Chinese enterprises are
attracting great attention
at the 27th International
Fair of Havana (FIHAV-
2009), the largest trade
fair in Cuba.

The FIHAV-2009 has
attracted 2,500 business-

men representing 1,230
companies from 54
countries.

China is the third largest
participant in the fair,
coming right after Spain
and Canada. The Chinese

China to Cut Pesticide
Companies By 30% to
Reduce Pollution

The number of China's
pesticide companies
would be cut by 30

percent by 2015, accord-
ing to the draft of Indus-
trial Policy for Pesticide
Industry by the Ministry of
Industry and Information
Technology.

The ministry said that the
revenue of the country's
20 largest pesticide com-
panies should account for
50 percent of the Indus-
try's total revenue by
2015, and 70 percent by
2020.

The gross output of the

China to Reform Rural
Supply and Marketing
Cooperatives

The Chinese government
approved a plan to push
forward the reform and
development of the coun-
try's supply and marketing
cooperatives to advance
the rural economy.

Supply and marketing

pavilion includes about 15
companies, which are
organized by the China
Council for the Promotion
of International Trade.

"Haier," a Chinese electri-
cal appliance company, is
presenting its liquid
screens, DVS players,
washing machines and
solar heaters. Another
Chinese appliance com-
pany, "Konka," is putting
its latest television sets
and audio equipment on
display. The home appli-

ance company "AUX,"
which specializes in air
conditioners, is also

industry totaled RMB 89.6
billion ($13.1 billion) from
January to August,
according to agrichem.cn.

By 2015, 50 percent of the
companies that produce
pesticide ingredients
would move to industrial
areas to optimize Indus-

trial layout and reduce
pollution, the ministry said.
By 2020 the number

would rise to 70 percent.

The draft suggested that
by 2015 the 10 largest
companies spend three
percent of annual revenue
on research and develop-
ment, and by 2020, 30
percent of China's pesti-
cide exports should have
intellectual property rights.

cooperatives, which have
a history of more than 80
years in China, have
served as an important
platform for the distribu-
tion of agricultural pro-
ducts in rural areas

Efforts will be made to
improve the service, pur-
chase and sale networks
for means of agricultural
production, agricultural

popular among visitors.
Other Chinese companies
represented at the fair
include car makers, phar-
maceutical and  food
processing companies.

With an annual trade
volume of $2.3 billion,
China is Cuba's second
largest commercial part-
ner, coming only after
Venezuela. China is
Cuba's biggest Asian
supplier of capital and
consumer goods ranging
from buses and machinery
to electrical appliances.

Source: Xinhua News

The draft said by 2015 the
pesticide industry should
decrease waste gas,
water and industrial resi-
dues by 30 percent, and
increase by-product recy-
cling by the same
percentage. By 2020 both
figures should rise to 50
percent.

From January to Septem-
ber, China produced 1.69
million tons of pesticide
ingredients, up 10.8 per-
cent year-on-year, said
China  Petroleum and
Chemical Industry Asso-
ciation.

Source: China Daily

consumer goods and agri-
cultural products to further
tap the rural market.

The government will also
reform enterprises owned
by the cooperatives to
improve their competitive-
ness and encourage them
to join the industrialization
of agricultural products.

Source: Xinhua News



Alternative Energy

SAIC To Invest RMB 6
Billion in New Energy
Cars

Shanghai Automotive In-
dustry Corporation Group
(SAIC) plans to invest
RMB 6 bilion ($879
million) into researching
and making new energy
cars, starting this year
and continuing during the
next two years.

The investment includes
RMB 2 billion to support
the research and develop-
ment of new energy cars,
RMB 2  bilion for
producing parts for new
energy cars and RMB 2

China, US Will Grow
Solar Power Competition

The United States and
China are in a head-to-
head race to become the
world's top market for solar
power. Solar panel makers
are wasting no time mak-
ing plans to cash in on the
growth promise of both
markets despite the global
recession.

At the recent Reuters
Global Climate and Alter-
native Energy Summit,
Chinese and US solar
companies including Sun-
tech Power Holdings Co
Ltd, SunPower Corp, Trina
Solar Ltd and Bright-
Source Energy Inc laid out
plans to capture their
share of what is expected
to be explosive demand
for solar-generated elec-
tricity in the world's biggest
and third-largest econo-
mies.

The US and China lag far
behind Europe in demand
for solar power, but are
expected to vault ahead in
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billion yuan for the building
of car-making factories.

Group chairman Hu
Maoyuan said SAIC plans
to put to market a series of
new energy cars next year
that could save fuel as
much as 30 percent; by
2012, cars that save more
than 50 percent less fuel
and purely electric cars
would be rolled out.

China's automobile pro-
duction hit 10 million units
in October this year,
making it the third country
in the world to surpass the
annual output mark,
according to the China

the next few years as both
countries work to curb
their emissions of green-
house gases that contri-
bute to global warming.

This year, Washington and
Beijing have both rolled
out programs designed to
grow their fledgling solar
power industries and thus
boost growth in their eco-
nomies. Together, they are
expected to drive the
building of at least 5
gigawatts (GW) of solar
installations between 2009
and 2011.

In China, recently enacted
subsidies for utility-scale
solar power projects have
prompted a host of plans
for solar power plants.
Those plans include the
recent announcement of
the first major foray by a
US company into the
Chinese solar sector by
Arizona-based First Solar
Inc., which opens the door
for other non-Chinese
companies to compete in
China's solar market.

Association of Automobile
Manufacturers.

But experts worry tra-
ditional cars' reliance on
fossil fuels would cause
more serious environmen-
tal pollution, which re-
quires "sustainable deve-
lopment" for the auto
industry.

Hu said electricity-driven
vehicles would be China's
major focus in the sector
in the future, while more
technological break-
throughs need to be made
in car batteries, electric
motors and other parts.

Source: China Daily

First Solar's announce-
ment also could quell
complaints from some
European solar com-
panies that Beijing's
support for its solar
manufacturers has been
giving Chinese companies
an unfair trade advantage
over European and US
companies  vying  for
market share in the global
sector.

In the United States, eco-
nomic stimulus funds to fill
the solar funding gap left
by the financial crisis have
been slow to materialize
this year.

Nevertheless, companies
like Suntech and Sun-
Power expect government
funds to boost the market
next year, with Suntech

saying the US solar
market could triple in
2010 from about 350

megawatts this year. The
Obama administration's
loan guarantees and
grants for solar "set the
stage for a great 2010".

Source: China Daily

Total Clean Tech VCIPE
Investment in China
(2006 - 2008) Amount
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Source: Zero2IPO

The US and China lag far behind
Europe in demand for solar power,
but are expected to vault ahead in
the next few years as both
countries work to curb their
emissions of green-house gases
that contribute to global warming.



China Retail Sales
Growth Rate
(Sep 2008 - Sep 2009)
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Source: Bloomberg

China is expected to become
the largest PC market in the

world by 2015.

Consumer / Retail

Invests  $1
in China R&D

Novartis
Billion
Plant

Swiss drug maker Novartis
AG is investing $1 billion
to build the largest phar-
maceutical research plant
in China, emphasizing the
importance of developing
markets for future growth.

Novartis and other drug-
makers are keen to tap
into markets such as
China as they face slowing
growth and loss of exclusi-
vity on key products,
including the Swiss
group's top-selling blood

Dell Executive Sees
Bright Future in China
Market

Dell Inc., one of the world's
major personal computer
makers, foresees a bright
future in China, which is
already the second largest
market for the company.

"China is expected to
become the largest PC
market in the world by
2015. Needless to say
there are many opportuni-
ties to grow," Amit Midha,
president of Dell China.

11 years after Dell entered
China in 1998, the com-
pany has established a
solid footprint and is
enjoying strong growth in
the market.

"Dell's China business has
regularly outperformed the
overall industry in China
as well as our businesses
in other parts of the world,"
Midha noted.

Last year, Dell increased
its units shipped in China
four times faster than the

pressure medicine Diovan.
Novartis said it was also
investing $250 million in a

second research and
development and manu-
facturing facility in
Changshu.

Swiss pharmaceutical giant
Novartis AG has said it aims
to quintuple China sales
and be one of the top 5
transnational firms in the
domestic over-the-counter
(OTC) drugs market by
2014.

The company, which is
planning to sell RMB 200
million worth of OTC

rest of the industry and has
taken over the No.1 posi-
tion in servers with its high-
est share in recent history.

"We continue to have great
momentum within China's
growing data centers. Stora-
ge also is showing strong
momentum as our Equal-
Logic business continues to
grow in double digits on a
sequential basis," added
Midha.

All of Dell's businesses saw
"relatively significant”
growth in the first half of
2009 compared with the
same period in 2008.

Midha believed that in
addition to Chinese govern-
ment's stimulus spending,
"our results owe more to
investments we have made
in China, as well as the
region's overall appetite for
information technology."

Viewing the consumer busi-
ness as a key area of its
growth in the world's most
populous country, Dell is
also expanding deeper into
the consumer retail sector

products in China this
year, said it is looking at
sales of 1 billion yuan in
five years' time.

"We are going to expand
in the China market by
releasing over 20 OTC
drugs by 2011," said
Warren Jiang, head of
Novartis' OTC division.

The company now has
three OTC drugs in China,
but most of its OTC sales
come from only one drug,
Voltaren Emulgel, an anti-
inflammatory  pain-relief

gel.
Source: China Dailv

with its products now
available in more than
6,000 retail outlets across
China.

During the past decade,
China has evolved into a
critical business opportu-
nity for Dell and one that
the company has looked
to when introducing new
solutions and capabilities
for its global customer-
base, Midha noted.

Looking ahead, he said
new efforts taken by Dell
such as moving into ser-
vices are expected to
facilitate the company's
success and wellbeing in
China in the long-run.

With the strength Dell has
developed in China in the
last decade as well as the
new  capabilities the
company obtained
through the new acqui-
sitions, "I believe we have
a bright future for Dell in
this part of the world,"
Midha said.

Source: China Daily



Recent Transactions

Baring Private Equity
Buys 16.5% Stake in Hsu
Fu Chi

An affiliate of Baring Pri-
vate Equity Asia ("Baring
Asia") announced an
investment of $135 million
in Hsu Fu Chi International
Limited ("Hsu Fu Chi"), a
leading confectionary
group in China listed on
the Singapore Exchange.
With the investment, Bar-
ing Asia has become a
significant shareholder in
Hsu Fu Chi, with a 16.5%
stake.

Founded in 1992, Hsu Fu
Chi is one of the top
confectionary companies
in China. The Company
has invested heavily in
brand building in China
over its 17 year history
and has been recognized
as the top selling candy

China's Juneyao Air
Plans IPO, Raising Up To
US$290 Million

Privately-run Chinese
carrier Juneyao Airlines
will start preparing for its
initial public offering later
this year, raising as much
as RMB 2 billion ($293
million).

The carrier had not
decided the venue of the
IPO but mainland China
and Hong Kong listings
were both among the
options, according to
Wang Junhao, president of
Juneyao Group.

Juneyao also wanted to
bring in strategic investors,
preferably overseas carri-
ers with extensive inter-
national routes, but

brand in China for 11
consecutive years since
1998.

Mr.  Kenneth  Cheong,
Managing  Director  of
Baring Asia, commented
on the Hsu Fu Chi invest-
ment, "Baring Asia was
attracted to the Company's
strong brand and market
position, its  extensive
sales and distribution net-
work and its strong man-
agement team. The Com-
pany will continue to
benefit from growth in per
capita confectionery con-
sumption in China, where
the current penetration
rate is still low relative to
other countries."

Hsu Fu Chi has a strong
distribution and marketing
network, with 107 sales
offices and a sales team of
over 8,000 personnel who

declined to name potential
partners.

The Shanghai-based
carrier has a fleet of 14
A320 planes and Wang
said they have yet to take
delivery of several pre-
viously ordered planes. No
new aircraft order is on the
agenda now.

China's air travel market
has resumed its normal
growth pattern this year,
rebounding strongly from a
sharper-than-expected

downturn in 2008 as
Beijing's aggressive eco-
nomic stimulus plans lifted
consumer confidence.

The country's three bigg-
est carriers, including Air
China (601111.SS)
(0753.HK), China Eastern

directly control over
13,100 retail sales points
in the modern trade alone.
With over 99% of its
products sold in China,
Hsu Fu Chi employs a
multi-product strategy in
which its products are sold
under its primary brand
"Hsu Fu Chi" as well as its
secondary brands, such as

"DoDo", "Chaobii", "Mo
Bao", and "Mao Qiao Bo".
The Company's core
production bases are

located in Dongguan with
annual production capacity
of 317,100 tons. It has a
well-established dist-
ribution network with 107
branch offices and a sales
team of over 8,000 sales
personnel under control of
20 Regional Operation
Centers.

Source: Zero2IPO

Airlines (600115.SS)
(0670.HK) and China
Southern Airlines
(600029.SS) 1055.SS
have all returned to
profitability in the third
quarter.

Wang said he expected
Juneyao Air to book
between RMB 50 million to
RMB 60 million in profit
this year, up sharply from
roughly RMB 10 million in
2008.

Juneyao, which only flies
domestic routes so far,
has received regulatory
approval to fly to Hong
Kong and other southeast
Asian countries. Service is
scheduled to begin early
next year.

Source: Zero2IPO

M&A Involving Chinese
Companies

2006

2007

(2006 - 2008)

$135.7

Amount
($Bn)

- $180

- $160

- $140

- $120

D+ $100

- $80
- $60
- $40
- $20

2008

- $0

| Amt (§Bn) —=—# of Deals

Source: Capital 1Q
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Recent Transactions (cont'd)

China's BWI Completes
Acquisition of Delphi's
Ride Dynamics and
Brakes Business

The Beijing West Indus-
tries Group (BWI) of China
formally announced their
approximate $100 million
asset purchase of former
Delphi Ride Dynamics and
Brakes business units.

The former Delphi Ride
Dynamics and Brakes
business was a premier
supplier of automotive
chassis products in the
world. It now has about
3,000 workers in its units
in the United States, Po-
land, China and Europe.

"This is a good opportunity
for BWI Group to make
healthy inroads into the
world's premium automo-
tive chassis systems mar-
ket, as Delphi has over the
years accumulated a weal-
th of technical knowledge,"
said Fang Jianyi, chairman
of the Board of Directors of
BWI Group.

Fred Bellar 1ll, CFO of the
Delphi Automotive Holding
Group, said that he s
pleased to have worked
with BWI Group in com-
pleting the transaction and
believes BWI  Group's
newly-acquired business
will  experience healthy
development under new
ownership with the resour-
ces and commitment to
grow the businesses. He
said that the purchase is a
good cooperation between
the auto industries of the
two countries and the new
company will be able to
cope with different challen-
ges in making the venture
a successful one.

Dan Warrell, a Delphi
veteran of over 40 years,
who has been chosen to
lead the BWI Ride and
Brakes business world-
wide, said that he is very
happy about the purchase
and has confidence on the
new company.

"Suspension and brake
systems are crucial for
improving vehicle comfort,
stability and performance
and we will continue to
focus on these key fea-
tures which offer excellent
value to our customers,"
said Dan, "My senior
management team will
remain intact and we will
continue to take the
necessary actions to in-
crease efficiencies in our
operations, provide super-
ior returns to our stake-
holders and further grow
our business."

Shougang Corporation,
Beijing's largest employer
and one of China's largest
steel makers, contributed
51 percent of the equity in
BWI Group. With years of
experience in overseas
investment, Shougang
Corporation has proved to
be the mainstay of the
Delphi chassis system
acquisition. Through the
acquisition, the company
expects to diversify its
lines of business, with
steel making still at the
core.

Beijing's Fangshan Dis-
trict, an area in southwest
Beijing, contributed 25
percent of the equity to
become the second larg-
est investor in the transac-
tion through its wholly-
owned entity Beijing
Fangshan  State-Owned

Assets Management Co.,
Ltd.

The third investor is
Bao'an Investment Deve-
lopment Co., Ltd.,, a
private company owned by
four individuals and
controlled by the China's
Tempo Group. The Tempo
Group has been operating
in North America for over a
decade, selling after-
market auto parts and
buying technologies and
equipment to boost its
manufacturing operations
in China. With a 24
percent  equity  stake,
Bao'an is a major player in
operating the  former
Delphi chassis business.
The company sees this
acquisition fully aligning
with the Tempo Group's
lines of business -- making
brakes, shocks, control
arms and other automotive
chassis parts and compo-
nents.

The former Delphi Ride
Dynamics and Brakes
business units are head-
quartered in Dayton, Ohio
in the United States, which
has a long-standing tradi-
tion of invention, innova-
tion and industrial develop-
ment.

Throughout the purchase
process, BWI Group has
engaged a number of
world-class consulting
firms to ensure a seamless
transition. Customers have
expressed enthusiasm that

BWI Group will treat
chassis parts and
components as its core

business and invest in new
technology, and have
approached BWI Group to
sign new contracts.

Source: Xinhua News



