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Smarter consumers
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Interconnected consumers - today
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Interconnected consumers - today
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Interconnected consumers - today
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Common Business challenges Retailers in China are Facing

Many local retailers are facing inefficient organizational structure and weak corporate
governance capability, which are becoming their growth bottlenecks

Need more business intelligence solutions on customer demographics, buying behaviors, brand
awareness, KPI benchmarks, merchandise planning and assortment, etc.

Traditional retailers are facing tough challenges from online retailers. While most of them realize
the importance of adopting a multi-channel strategy, however, many of them are finding it
difficult to come up with a business model which is consistent and complimentary to their
physical store, and yet are able to generate enough additional revenue to justify the investment
needed.

Ever increasing costs in rent and labor are putting pressure on retailers to reduce costs and
improve efficiencies

Merger and acquisition is becoming prevalent among retailers in China and thus creating
challenges in integration.

Need to expand retail network into 2/3/4 cities & townships to capture market share. But need
to be concerned with risks in working capital and cash flow allocation, supply chain efficiency,
cost control through shared services

Concern with competitions from consumer good manufacturers transforming themselves to be
brand owners and retailers

Opportunity exists for retailers (department store in particular) in transforming from traditional
consignment and concession model to direct buy-sell model and to create private labels — as a
mean to differentiate against competition and to improve own profitability © 2009 IBM Corporation
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IBM China 2010 Key Focused Solutions Areas in Retall Industry

GBS Led

= Strategy & Change Consultancy

= ERP Implementation

= Merchandise Planning & Assortment Planning

= Multi-channel / Management

SWG Led

= Multi-channel

= Business Intelligence
» Retail Workplace
GTS Led

= Total Store Support
= Intelligent Building

= SaaS Offerings

CRL Led

= CRL Innovations — ROSS, SNOW, TOMA, COBRA,
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More attention on fast growing segments and segments which GBS has deep
industry knowledge and successful references

® Given the current economic conditions, the following segments are considered high growth
segments:
Apparel, Grocery, F&B, 4S, Home Furnishing, Hotel, Commercial Real Estate

® GBS has business consulting and ERP implementation experiences in all major segments:
Bookstores - GZ Xinhua, SC Xinhau

Apparel = Lining, Metersbowne, Septwolves, JiuMuWang, Cabbeen, HK: Espirit,
Jeanwest

Home appliance & 3C - Suning, Funtalk

Drugstore - TongRenTong, YN Hongxiang

F&B chain - JingYa

Home furnishing = MingZhu Furniture, LouLai Home Textiles, TW: Testrites
Department Store - SD LuShang, FZ SanFu, Rainbow, MaoYe
Convenient Store - TW: President Group 7-11

Supermarket: Ekchor, Wal-Mart
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