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Perspective of the Chinese retail business

in the coming years and

the pportunity for the Japanese retailers
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@ Perspective of the Chinese retail
business in the coming decades
by comparing the history of
retail progress and the present
condition of the USA and Japan
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1. The birth of the third-generation SC in China
, e Il

1.2 Second-generation SC: developed in JAPAN
(F2OsSCIKYIZAX)

ERga i%Sﬁﬁ@nA *{: ) Abbr. SC=Shopping Centers
1.1 First-gen ratlon C developed in U.S.A.
American style centers derived from European gallerias
I -Ov/OF vy LU TOEERAXER

Japanese style centers are remodeled from American-style to Asian.
1.3 Thlrd-qeneratlon SC: emerging in China.
(B3R DSCIKYIFHE)

Blend American and Asian styles to best suit Chinese market.
EEX+TOFREZEHICHPEXSCORENDE
1.4 Chlnese shopplnq center
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S W|II incorporate the latest khow-how.
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2.Background of e erglng Shopp enters

:I!!_-___ g _—"= ; —_ _ _o‘—; = =_ % _—-_jgg‘é
\THNIHUI/ AV /T T S HA— l_:I_ll_l'i_i_l= = =2 )
o wa L ~ il == _— L — - e e e = v B 5 e W

2.1 Economic background

Shopping centers develop as mass production, distribution, and
consumption systems become prevalent.

211 Rise of the middle income family with 10,000 US$ and over GDP per capital.

M EE RS R ﬁ’%{‘; }\%T’Q}{jt_}?ﬁ&? f?%ﬁz’% .L}

2.1.2 The growing availability of private cars; 50% and over car ownership ratio.
ERSOEE(EOHEBERAN50%LLE)

2.1.3 The flow of population from countryside to urban.
A0 u;/\%é}}(%ﬁﬁb"b%ﬁ

Over the next 20 to 30 years, shopping centers will grow in China. The

age of the shopping center has just begun.
(mEOSEN~ANERITIQORHA 1. S FOHIES)
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3.Shopping centers in China, Japan and U.S.A.
(FE-BHAX-USAD Sr::cmﬁiéé)
1945s | 1950s | 1960s | 1970s | 1980s | 1990s | 2000s | 2010s | 2020s | 2030s
primargl stage | growthi stage saturati(?m stage mature stage ?
USA T+ —+—— ’----
i AR | EJZE,HH ' BRAN ' BZ?.‘?J:,HJEJ |
pqi’imary staige growtl‘il stage ésatstigzteioré: maturé stage
dapan ® ¢ ! o i =
EAM Y B FOHA E,E%Mﬂ
priimary stagie gl?'owth stagije
. @ : : @
S WAM AEH
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STAGE

State of each stage

. o
st jommaee o0 K
- m - . . sTAGe3 | saturation stage B 0%
4.Transition of retail stage GRBFXDEE) [oet|muese o
1960s | 1970s | 1980s | 1990s | 2000s | 2010s | 2020s | 2030s
Local shopping streets | smee5 | staeeb | - | - 1 - i - b -0 -
NSC sAGE2 | sTAGE2 | sTAcE2 | sTAce2 | stAce3 | stace3 | stace3 | staceS
CSC STAGE 3 STAGE 3 STAGE - - - - -
USA |RSC STAGE 2 STAGE 2 STAGE 3 STAGE 3 stace3 | stace4 | stace4 | STAGES
Power Center - stace1 STAGE 2 STAGE 2 STAGE 3 STAGE 3 sTace 4 STAGE 5
QOutlet Center . stace1 STAGE2 | STAGE2 | STAGES | STAGE4 | STAGED
Lifestyle Center ' stace 1 STAGEZ2 | STAGE2 | STAGE3 | STAGEJ
Local shopping streets | srace3 . stace3 | stace5 | stace5 | stace5 | stace5 - -
NSC | | sTaGE 1 STAGE 2 STAGE 2 STAGE 3 STAGE 3 STAGE D
CSC stace 1 STAGE 2 STAGE 2 STAGE 3 STAGE 3 STAGE 9 - -
Ja pan RSC | | sTaGE 1 STAGE 2 STAGE 2 STAGE 3 sTAGE 4 sTAGE 4
Power Center . stace1 STAGE 2 STAGE 3 sTace 4 STAGE
Outlet Center sTAGE 1 STAGE 2 STAGE 3 stAcE4 | sTAGED
Lifestyle Center sTace 1 STAGEZ2 | STAGEZ | STAGEJ
Local shopping streets | smce3 . stace3 | stace3 | stace3 | stace5 | smaced | stace5 -
NSC sTAGE 1 STAGE 2 STAGE 2 STAGE 3
CSC(Including Super Center) sTAGE 1 STAGE 2 STAGE 2 STAGE 2 STAGE 3 STAGE 3
China |[RSC sTAGE 1 STAGE 2 STAGE 2 STAGE 3
Power Center sTAGE 1 STAGE 2 STAGE 2 STAGE 3
Outlet Center sTAGE 1 STAGE 2 STAGE 3
Lifestyle Center sTAGe 1 STAGE2 | STAGEZ2
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5.Evolution form of consumer market 7+u». 8%,

[Z

Pre-modern consumption |Life of consumers are at the subsistence level

Modern consumption Consumers are enjoying their new shopping experience

Post-modern consumptionConsumers tire of mass consumption

New-modern consumption Different way of consumption based on new values

wona 19451 1950s | 1960s | 1970s | 1980s | 1990s | 2000s | 2010s | 2020s | 2030s

Mod@ern consufmption (3$ years) New-moidern consf.umption
USA |@ ; ; ; O ; ; ® ; i o

Poét-moder;n consum:ption (30yéars)

____________________________________________________________________________________________________________________________________________________________________________________________

| Modern cfonsumptiofn (30 year$) New-mbdern corilsumption

Japan | @ o ® e ®
Pre-modern consumption Post-moderh consumption (30years) |
: i Pl’e-n*élodern cénsumptioréx Modern co:nsumptior;\ (30 yearsE)

China @ i i i i ® i i ¢ >

Post-mfodern coinsumptior
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@ Potential of the Chinese market

for the Japanese enterprises
starting to advance overseas
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2.Global position of Chinese economy in the near future
(PFEOEFHERFRE)

‘I.

exchange rate (nominal) purchasing power parity (nominal)
rank | QDP per capita GDP cank | QDP per capita GDP
(million US$) (US9) (million US$) (US9)

The whole world| - 62,909,000 9,227 - 74,265,000 10,892
U.S.A. 1 14,658,000 47,284 1 14,658,000 47,284
China 2 5,878,000 4,382 2 10,086,000 7,519
Japan 3 5,459,000 42,820 3 4,310,000 33,805
Germany 4 3,316,000 40,631| 5 2,940,000 36,033
France 3 2,583,000 41,019| 8 2,145,000 34,077
United Kingdom | 6 2,247,000 36,120| © 2,173,000 34,920
Brazil 7 2,090,000 10,816 7 2,172,000 11,239
Italy 8 2,055,000 34,059 9 1,774,000 29,392
Canada 9 1,574,000 46,215 10 1,331,000 39,057
India 10 1,538,000 1,265 4 4,060,000 3,339

Copyright (C) Dynamic Marketing Co. Ltd. 2011 All rights reserve: d.
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HEVTTILBERR

. 10,000% and over

5,000$ and over, less than 10,000$
3,500% and over, less than 5,000%
2,000% and over, less than 3,500%
less than 2,000$

Copyright© W[ % % Z & @Rt hitp://www.allchinainfo.com/
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2.2 Per capita GDP by purchasing power parity
(BENDEMIZKSH1AZHT-YGDP)

Foiyh
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. 10,000% and over

5,000$ and over, less than 10,000$
3,500% and over, less than 5,000%
2,000% and over, less than 3,500%
less than 2,000$

Copyright© HE % 5 Z & G FHRIL hitp://www.allchinainfo.com/
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3.Comparison of Chinese and Japanese economies

(P E & H A DFE R L)

Japan China remarks
population (million) 127 .51 1,334.74|ChinalJapan=10.5 times
nominal GDP 2010 (million US$) 5,459,000 5,878,000 U-S.AGDP was 14.7 trillion in 2010.
per capita GDP (US$) 42 431 4,412 China/Japan=9.6 times
foreign Currency reserves (million US$) 1.096.100 2.847 300 ChinalJapan=2.6 times
ﬂgﬁﬁ% ) ’ ’ ’
value of shares (million US China/J =1.6 ti
e onares ? 4,100,000 6,700,000 863 efontn DA
new car sales (million) China/Japan=3.6 i

pan=3.6 times
o o5 A s 4.96 18.06
percentage of individual 65 years and o o/.| China/Japan=2.7 i
older == (655 511 ) E1S 23.1% 8.59,|China/Japan=2.7 times
number of live births(million) 4.2k 1.07 17 .00| China/Japan=15.9 times
rate of consumption(%) EZEOEE 57 40 —

Copyright (C) Dynamic Marketing Co. Ltd. 2011 All rights reserve: d.
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Japan and China economies
[ ;;t)

(PE-HAR-USAD *E'*“é*i &
China Japan U.S.A.
Area of the whole country (km?) E L mEiE 9,597,000 378,000 9,629,000
Population (million) A0 1,334.74 127.51 309.14
eXChf‘”ge Gross Domestic Product (US$)GD P 5.9trillion o.otrillion|  14.7trillion
rate
s3s . | per capita GDP (US$)1 A=Y GDP 4412 42,831 47,284
prChaSin_? Gross Domestic Product (US$)GD P 10.1trillion 4 3trillion|  14.7trillion
ower pari
pﬂ%%jjpill{ﬁy per capita GDP (US$) 1 A4#-tygDP 7,519 33,805 47,284
exchange |Annual retail sales(million) /NEAR5E4E (132?”?5%%23 (125’?32;]5)23 4,600,000
rate :
« . |Annual retail sales per capital(US$)
BEL—b D e 1,558 13,234 14,880
surchasing Annual retail sales*(mnlijo\;gﬁﬁ%;gﬁﬁﬁ} 3 576,400 1.332.300 4.600.000
power parity Annual retail sales per capital*(US$)
BB B ST E |t U SRR A (i) 2,679 10,449 14,880

Copyright (C) Dynamic Marketing Co. Ltd. 2011 All rights reserve: d.
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5.Vision of Chinese economy Gikkn+EER)

otential economic
FIETTCE: 2010 2020 2030
2011- | 2021- GDP ” GDP ” GDP ”
2020 2030 | (billion US$) ° (billion US$) ° (billion US$) °
USA 2.5% 2.0% 14,940, 24.9 19,1245 234 23,312.7| 20.8
China 8.0% 6.0% 5,400 9.0 11,658.2 14.3 20,878.1 18.6
Japan 3.5% 3.0% 5,280 8.9 7,448.0 9.1 10,009.5 8.9
Asiallndia 6.0% 8.0% 1,320 2.2 2,363.9 2.9 5,103.5 4.5
OtherAsian| /ol 6.0% 3240 51| 4790 58 85889 7.7
countries
approx. approx.
subtotal 5 59, 5 59, 15,240, 254 26,266.1 32.1 44 580.0| 39.7
Other countries 2.0% 2.0% 29,820f 49.7 36,350.4| 44.5 44 311.0| 39.5
approx. approx.
Total 3.0% 3 39, 60,000/ 100.0 81,700.0| 100.0f 112,200.0| 100.0

Copyright (C) Dynamic Marketing Co. Ltd. 2011 All rights reserved.
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6.Present state of SC in China, USA and Japan
(FA)HEBARDSCEEE)

USA JAPAN CHINA
Area of the whole country xkm? | 9 597 000 378,000/ 9,629,000
Population (million) 309.14 127.51 1,341.33
Total number |at the moment 104,472 3,013 -
of Shopping
Centers theoretical figure 51,372 4,989 50,859

Estimated by Dynamic Marketing. Co. Ltd

Shopping centers require middle income family with 10,000 US$ and over GDP
per capital and 50% and over car ownership ratio as a barometer.

Potential number of SC are proportionate to population of the country, and
inversely proportional to the one of square root of the area of the whole country.

TNy il il wWy b ISR 1 SIS Y L ITTEmEALMIIN] F QS
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7. Number of prospective centers: 2030-2050
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Precondition: Calculated from an estimated Chinese population of 1,299.87million,
the Chinese market could theoretically hold 50,859 shopping centers.

Type ofShopping Ceters | Ratio | rosbecive | Popuiaton | Recured e
RSC(Regional SC) 3.5% 1,780 730,264 600,000 — 800,000
CSC(Community SC) 22.8% 11,596 112,096 100,000 - 200,000
NS C(Neighborhood SC) 65.4% 33,262 39,080 30,000 — 50,000
Power Center 5.2% 2,645 491,444) 400,000 — 500,000
Lifestyle Center 1.1% 559 2,325,349 2,000,000 - 3,000,000
Outlet Center 0.8% 407| 3,193,784/ 3,000,000 — 4,000,000
Theme/Festival Center 1.2% 610 2,130,934/ 2,000,000 - 3,000,000

TOTAL 100.0% 50,859 25,558 20,000 - 50,000

* Based on current proportion of Shopping Centers in U.S.A

* * Based on theoretical figure by Dynamic Marketing Co. Ltd.
Copyright (C) Dynamic Marketing Co. Ltd. 2011 All rights reserve: d. RECon Asia111104.ppt
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<3> Advantages and obstacles to
expand into the Chinese market
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1. Advantages of the Chinese market
(BEROMERIZETHS2HERBOEAE)

1.1 The Chinese market is at a similar stage to that of Japan in
late 1960s to 1970s.

FEIXEARD1965~1970FEROHE

1.1.1 “World Factory” has shifted the weight to domestic

infrastructure building and domestic consumption.
TEREEs=—E= - SZLERA 2 7SBIERIVBEREEZEANEISHE

1.1.2 Chlna market IS foreseeable from the past process of Japan.

Copyright (C) Dynamic Marketing Co. Ltd. 2011 All rights reserve d. RECon Asia111104.ppt



1.2 Not only Japanese heavy industry companies, but also
RETAILERS are keeping their eyes on China

EL A I ERCEACRBTEEAET

1.2.1 ConS|der|nq the population, the Chinese market is promised to grow
incomparably large — ten times as large as the Japanese markedt.

] ri\ﬂ

-—
‘v* I

1.2.2 Modern consumption from 2000 will last until 2030s in China. At this stage,
consumers are f|IIed with joy to purchase, possess and innovate their lifestyle.

;Fq )HH’Z‘I"“‘ [;I;IZS—EI \.Iflﬂfl CI:':l:Zil‘ll:ll Fa AT >IT E?lz—ml I\.I':lﬂ'l

1.2.3 China will step into post-modern consumption after 2040. Post-modern
consumers are no longer fascinated by shopping. Japan consumers are already
at the tlp of new consumerism.

T L AL EIEE -=I--I---In+:|: J'ﬂ-lnfﬁm:h:l I a3 Htmu:l.—.l.l'-

LS Aid. A T T SAEVERTTHR @ A OFIEO) L LD

1.2.4 The new generation born after the “open-economic policy” of the 1980s and
1990s will come to the front in 2010 and gain the most power in 2020. They
correspond to Japanese ‘baby boomers.”

AT AT q:Et-ﬂT-:er--n\ JITNTN L AZTE==1"HM 1 . 707011 I~ F=5BX HO A1l Z A
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1.3 China has just set out to modernize retail business
pEE, MFEEOEKIEBRI—MUEERRE

1.3.1 There are a lot of un-modernized retail businesses still exist in China.
They will eventually be shaken off by new retail business.

SR s

TR T e e F W T TN A W e LT % 1A Pk 7 - S

1.3.2 A long list of retail categories that are lacking in China are already popular in
U.S.A and Japan.

I—BNERETHLHEICKEHDREBSIEREIZH SH)

1.3.3 The market’s “air pocket” is predictable. The type of retailers that could fit them
in unepr0|ted demands of the Chinese market will grow up the best.

~ ) ) hll-l-—r'ﬂ_biﬁﬁ‘n\ 1T I"I'l"l' e ~ 1

|=|=|:|rnv—n- JI-II )’I T E'Z'Tl\bl

1.4 Chinese market will split in two opposite directions.

One will deal with actual daily demand, and the other will fulfill “advanced needs”
of consumers; there will be more demand for high-priced-high-quality products as

well as good-quality-fair-priced products, and also there will be more consumers’
needs to follow after “ideal-models”.

—t s iSSP = — e LW ek ®

p—— N I IO ML ‘“"vlq—_ L B e
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2. Obstacles of the Chinese market for the Japanese retailers
(BADNEE IS HHEH R

2.1 Differences in administration, legal system, and social practice.
(78 - 1 FOBNOHLSTIENDRIAARA)

2.2 Retail history won’t just repeat as it happened in U.S.A and Japan.
Chlnese retall W|II develop in the advanced dlmensmn

2.3 Economic crisis tends to occur when the economy is growing too rapidly;
however, economic qrowth that may last into 2030s or 2040s will enable

recovery. | A ABFIEINAEINIG C 7. ZUSUTETCIN B ZU4UTETCLE 3R Cld. WISV 70

LTI v Ky
M‘\i_‘n‘l'__ “
PriA IS

%
m
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GJIN

1
rs

3. Japanese retail companies need to overcome difficulties
to take advantage of the potential. Get rid of the

obstacles and there are great opportunities for success.
' CEMLREERBLMRTENL, BRI EIRKEZELF Y RER/RDICEICES, )
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@ Profile of MULVANNYG2, partner
of Dynamic Marketing Co. Ltd.,

and their achievement in China
and U.S.A.
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MULVANNY G2

Markets

Services

Locations

Clients

Corporate Headquarters | 1110 112th Avenue NE, Suite 500 Bellevue, WA 98004

China Regional Office | #388 Nanjing Xi Road The Ciro’s Plaza Suite 1905 Shanghai, China 200003

Retail | Office | Hospitality & Luxury Residential | Mixed-use

Master Planning | Urban Design | Architectural Design | Interior Design

Bellevue, WA ' Portland, OR ' Irvine, CA @ Washington, DC A Shanghai, China

YiDA{LE

>\ Ivanhoe
@2 Cambridge

@) mwre G

SiNO-OCEAN

. MiTsul FUDOSAN SUNING T ® sunnyworid®

MULVANNY G2

TOT R P
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Wouxi, China
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Xinkaihe Mixed-Use Project MULVANNYIG?2
Wuxi, China ARCHITECTURE"]
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Suning Chengdu
Plaza
Chengdu, China
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Suning Chengdu Plaza MULVANNYIG?2

ARCHITECTURE']

Chengdu, China
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Suning Chengdu Plaza
Chengdu, China

RECon Asia111104.ppt



i = e e

k. ~ 2 TR —

- a | "! 1 - T
o S Y - !

L .

- e 1 Ty A,

SRR
Vancouver Times Square Plaza MULVANNYI|G?2

. ARCHITECTURE']
Zhengzhou, China
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Zhengzhou, China
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Chong’an Temple

Wouxi, China
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<5> Corporate profile of
Dynamic Marketing Co. Ltd

Established April 1977  # A TS9O —T420T%
Business Contents Consultancy services for shopping centers

Company Credos -Dynamic Marketing Co. Ltd. is a consulting company aiming
at commercial facilities in which consumers, local residents,
developers and tenants can live and prosper together.
-Dynamic Marketing Co. Ltd. is a consulting company that
contributes to the healthy development of the distribution

industry and the appropriate development of the consulting
industry.

Address 2-5-44 Nagaranaka, Kita-ku, Osaka JAPAN (zip code531-0062)
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You can download today’s resume from...

http://www.dynamic-m.co.jp/

Dynamic Marketing Co. Ltd.

Thank you.





