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Background
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This is the sixth annual edition of the R3 China Media Inflation Report covering actual inflation for Y2016
and inflation forecasts for Y2017 in national and key local markets.
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In compiling this Report, R3 consulted 50 leading Marketers and Media agencies and we are grateful for
their participation.
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Forecasts from participants have been aggregated into an overall media inflation forecast. Because we do

not rely on any one single data source we believe that R3 Inflation forecast give one of the most objective
and independent views.
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Methodology
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We have analyzed all key media in China: TV, Newspapers, Magazines, Radio, OOH, Digital and Mobile.
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Inflation forecasts have been divided into 2 sections - national inflation and local inflation for the top 24
cities in China.
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For national media included: National TV, National Newspaper, Magazine, National Radio, Billboard, Mega
LED, Movie media, Airport media, Digital and Mobile.

For local media included: Local TV, Local Newspaper, Local Radio, Local network OOH media (office LCD,
Metro LCD, Bus LCD etc.)
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For each media, both the Rate Card Inflation and Net Cost Inflation are shown.
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R3 2017 Media Inflation Forecasts Sun_lmary
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*  China marketers have traditionally suffered one of the highest media inflation rates of any developing
market and whilst inflation will continue to be a significant factor in media budget setting - the good news
is that in 2017 media costs grow at slower rate than last year.
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. Marketers remain optimistic and are continuing to invest in China but slower GDP growth and lower
consumer price inflation slow the rate of growth in media budget, some marketers even show negative
growth.
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* Along with the close of UEFA European Championship and Olympic Game, the inflation of CCTV5 is not be
expected to keep increasing in 2017, trending steady.

[EE 2016 FEIERFIRUMIRRYAR , CCTVAHIRIANMEIKIEREE | BTIRE.

* Digital is now growing smooth and steady meanwhile Mobile is growing at rapid speed. Movie media also
see steady growth with audience passion on movie market.
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Inflation Forecasts Factors
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 R3 have identified 4 key factors driving media inflation:
ETFEAMNRIREERFRE , | STk SRERE , EHTENMNEIBIKAITuNE , frEER LT
FTERZEIE -

—  Macro economic factors: GDP growth and consumer price index growth
MR E: PEGDPIFI , CPIEK

— Media growth in overall ad spending due to increases in demand
BN REZN

— Media scene and new media trends

B INERI AR

—  Continual growth of Enterprises and their driving demand for advertising in China

AR RIT R ITER MEREIRK

* Inthe following slides we highlight some of these key factors and recent news reports.
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1. GDP Projected Growth Rate will be 6.6%
GDPEFIEKERTMIT/96.6%

China GDP growth rate
FREIGDPIgKE
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(Q1-Q3)
Data Source Z{IEE]E: State Statistical Bureau EZR%Ei1HE

» State Statistical Bureau released a new forecast on the country’s economy. The predicted
GDP growth rate will be 6.6% in 2017. EZRFIT/EFUN20175FGDPIEKE/96.6%,
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2. CPI Projected Growth Rate is Up To 1.8%
CPIEFIERKZRMIT/91.8%

China CPI growth rate
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Data Source #HERR: State Statistical Bureau EIZRXF1THE

« State Statistical Bureau released predicted China’s consumer price growth rate would be

1.8%. EzxGeitBiEd | 2017 FhEEREZERNMEKIERTEL.8% AL A,
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3. Y2016 (Q1-Q3)Overall Media Advertising Scale increased by 0.1%
2016FQ1-Q3ENM I MHIRIEIK0.1%

Y2016 (Q1-Q3) Advertising Revenue growth rate
2016£FQ1-Q3 FIRIF I STIBIEERZX
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Data Source £3ESE]&R : CTR

* According to CTR report, Y2016 Q1-Q3 China advertising revenue increased by 0.1%, traditional
media advertising revenue decreased by 5.5%. t{RIERANHIAARIRS , 20165FQ1-Q3FE Sl
REECIEK T70.1% , HPERIEIATNIFIAS.5%,

« Cinema screen media revenue has significantly improved, followed by Digital and Lift Poster. 82fz{i

SR ZRIERER K , EURZEMESFIFEEER.
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4.Y2013-2016 Digital Media Advertising
2013 - 20165 BXRIE NS L

Y2013 - Y2016 Digital Advertising Revenue Share
2013£FF2016 HEARIIEIFUIN ST
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Data Source F3EER : iResearch

* According to the data revealed by iResearch, 2016 China digjtal advertising revenue is estimated to
reach 280.8 billion, 34% higher than 2015. {RIE IR SRS A HEEEER , 2016FHEMNE&5Hhig
RWEEEILR2808127T , FIELIBIK34%.

»  SEM keywords and e-commerce ads remain stable market share, while display ads slowly decrease.
ERXEANERE ShizfERRSRE | BT SRIE TR,

«  Other formats’ share show sharp increase, including rich media, feed ads and etc. EffZ=AI) &8

e , TERFREFRE  ERREFTA.
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5.Y2016 Media Reach%
IRREIAZR

Y2016 Media Reach%
2016 Z IR FXEE

75.0% 76.0%

TV daily reach Digital daily reach  OOH weekly =~ Newspaper daily Magzine weekly  Radio weekly  Cinema monthly
=S =kl reach reach reach reach reach
FHNEZRIX e mEI PN e SEIPN SN IS EIVS

Data Source Z3ER : CNRS

* According to the data of CNRS, TV, digital and OOH are the top 3 media in terms of media reach%.
RIERIMIZAREGE | B, W, PIMIZIARERI=.
« The media reach% of print media and radio go down slowly, while cinema monthly media reach%

rise. SEEIRAF BRNAFR2015FF T |, ®RAIREIER L7,
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6.Y2017 CCTV &Satellite TV Bidding Revenue
2017 F R PIBREI [E]ET

2017 CCTV Prime Time total bid rate is over RMB7.0 billion,
specially 8 “National Leading Brand” bid RMB2.083 billion, 5
“CCTV-1/2/3/4/7 Spring Festival Package” are offered RMB6.43
billion .

2017 F MBS R SEAIIZRREAT0(Z , 81 "Ezxm
RETHRIT T REEE " HH20.83127T , 54> "CCTV-1. 2. 3. 4,
TETRPER & UERAH1.4Z7T , Aites.3(47T.

2015 Hunan Satellite TV Prime Time (10% of all ad resources) total
bid rate is RMB1.25 billion, premium rate is 17.26% compared with
the bottom rate RMB1.068 billion.

2017 F R BUEHEEPT SRIREN10% NESRIR SI7E
W& IREN12.5(2 , BHTREISTRIERINT B E010.68{Z8LE , 1Y
iR /917.26%,
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7. Y2017 Estimated Media Advertising Growth Rate
2017 FFFEEN I IREZEL

Y2017Estimated Media Budget growth rate

2017$¥ﬁ1ﬁ§y;{z|sﬁﬁ%ﬂy‘§ﬂ; ==Y2017e VS. Y2016(Q1-Q3)
5.0%
/ 10.0%
1 O-OO6I 1 / .OA)I 1 1 J
-20.0%
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B T & e e Fh BEXK FIEAR  RBEEE

Data Source ZEIIR : Survey to 50 marketers and Agencies, November 2016

« Traditional media investment show a negative growth, especially for print media. {EZtiR{REITIE H
WAatEK,
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National Media Inflation
Forecasts




1. National Media Net Cost Inflation YOY Comparison
SEIHRAEN IIBFEEXILE

National Media Net Cost Inflation Y2015 Net Cost Inflation% - 2015
LEMHRE N KIS m Y2016 Net Cost Inflation% - 2016(Q1-Q3)
17% m Y2017 Net Cost Inflation% - 2017 e
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241 T ey U Fk SRR a4 FH%

Data Source ZEFIR : Survey to 50 marketers and Agencies, November 2016

* Media inflation will still be significant but lower than previous years in traditional media, but increase
slightly on movie and mobile. E{RKi , 2016F 2 EMHEFEARRTYSN FTNSKIEEXIESFZ/N , (B
R EAZ IR LK,

« Media inflation has significantly reduced on print, especially newspaper. EEERAGKIEATEIRE , JTE
EIRIRIEIR,

* Mobile netizens’ further growth and increased investment in mobile media make the inflation of
mobile media higher than others. BB FFAMBHIA—L B RUFNFV IR ZERNEIN | FHUEIARSE
MImNEKIES T EAEATE NS,
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2.Y2016 Actual VS. Forecast Result Review
20165FSLfRSTmMIRTEL

National Media Net Cost Inflation
1 |14 = m Net Cost Inflation% m Net Cost Inflation%
QE I.Ey;{zls;%“};}kmm 2016 Forecast 2016(Q1-Q3) Actual
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Data Source ZEFIR : Survey to 50 marketers and Agencies, November 2016

+  Not big gap between Forecast and Actual inflation in 2016. 2016 FEZ AT S SSLIMNMIRER
FEXIARK,
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3.Y2017 Media Rate Card VS. Net Cost Inflation Forecasts
201 7 FERIMN IS AR IE T

National Media Inflation Ratecard Inflation% Net Cost Inflation%
| Ry 4 = n o m 0
SENERBHRHKIE Ul Bz A

12%

4%
-
Magazine OOH MOVIE Digital Moblie
ZE F4h SRR P& FHE

Data Source ZEFIR : Survey to 50 marketers and Agencies, November 2016

* Net Cost Inflation is generally lower than Rate Card Inflation across all media, due to the increasing
discount and bonus rate. EHTIFIMGESIRIENN , FNBKIEE KT TFIBUNEKIE,
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4.Y2017 Media Inflation Forecasts - CCTV, PSTV
2017 FERINMN I ARIETN - SR A 2 B

National TV Media Inflation

é@mmﬁwﬁﬂgtﬂaﬁ m Ratecard Inflation% m Net Cost Inflation %
= BN BIE SN BK IR
30%
25%25% 259%
18%
16% 6%
12%
%
10% 10% 10%

. 8%80/ ’ Net Ave.
B3 I N Y S OO - 6’%6% """ 6%6%
. -0 l 9%

CCTV 1 CCTV 2 CCTV3 CCTV5 CCTV Others Hunan Satellite Jiangsu Satellite Anhui Satellite TV Zhejiang Satellite Dragon TV Tianjin Satelllte Beulng Satelllte Shenzhen Other PSTV HE
FREWE—E FREWE"E FREAEG=E FRENSHE hRENE HE v v LB v FRHBW Satellite TV SEPm

R R PwNEL) pipAmEE xi zﬂm :it'?]Zu RIB

Data Source ZEFIR : Survey to 50 marketers and Agencies, November 2016

With the rise of night drama and popularity of reality shows, HNTV, ZJTV and BJTV will have a higher
growth. BREIEBMIRINTS LT , LIREAFZTEIINE , SEGHEIEM. I WA R 2N &K

IBER=EIEEFEEK,

* Along with the close of UEFA European Championship and Olympic Game the inflation of CCTV 5is not
be expected to keep increasing in 2017. {5 20165 K= THETRERKIE

RNELF,
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5. Y2017 Media Inflation Forecasts - Digjtal
2017 FIRMNM B EKIETN - = ENE MR IRR

National Digital Media Inflation

é@gﬁﬁﬂsﬁﬂgigﬁ m Ratecard Inflation%  m Net Cost Inflation%
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Data Source ZEIR : Survey to 50 marketers and Agencies, November 2016

Search Engine, Video and Vertical websites ( News, Auto, Female and Fashion, Maternal and Child,
Consumer Electronics, Home Furnishing ) are expected to be more competitive in terms of Rate card
and Net Cost in 2016 due to continuous demand. 2017 FRETHIZFHIBETEK |, EETHEZES|
Z . EEEEATIGSRNEIEXEKIE.

«  Therise of News APP and news attribute of Weibo make Portal websites decline. FTiEZFimaIS4GE

MiERIFERMESEI JFPMIGHTEE.,
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6. Y2017 Media Inflation Forecasts - Mobile
2017 RIS HIETTN - 2 E MR aERIR

National Mobile Media Inflation m Ratecard Inflation% m Net Cost Inflation%

EBRMRSMSIER AR RRIE SN THIE

20%  20% 20%

18%

Net Ave.
15%
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FHN AR ™ME I E5ERER/ M4

Data Source ZEFIR : Survey to 50 marketers and Agencies, November 2016

«  The Mobile Market is hot in China, many marketers increased the investment on Mobile. FEEi#
NZNIRIK SIS H .

«  App ad’s price is anticipated to be increased at double-digit due to marketers’ big passion. HFHi%
FEXIRBRNAppsHIRE |, AN ek TGN TS EKIE,

« WeChat saw a sharp increase this year and earned a good expectation on further market share as
well as price increase. HfMESEFIEHEIVE , EHIZDIRINTBIEE LiHE 7.
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3 ) Thank You!

0 rthree.com/cn/ weibo.com/r3china @ linkedin.com/company/r3
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