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Disclaimer

 This presentation and the accompanying slides (the “Presentation”) which have been prepared by GOME

Electrical Appliances Holding Limited (“GOME” or the “Company”) do not constitute any offer or invitation to

purchase or subscribe for any securities, and shall not form the basis for or be relied on in connection with any

contract or binding commitment whatsoever. They are only being furnished to you and may not be photocopied,

reproduced or distributed to any other persons at any time without the prior written consent of the Company. This

Presentation has been prepared by the Company based on information and data which the Company considers

reliable, but the Company makes no representation or warranty, express or implied, whatsoever, and no reliance

shall be placed on, the truth, accuracy, completeness, fairness and reasonableness of the contents of this

Presentation. This Presentation may not be all inclusive and may not contain all of the information that you may

consider material. Any liability in respect of the contents of or any omission from this Presentation is expressly

excluded.

 Certain matters discussed in this presentation may contain statements regarding the Company’s market

opportunity and business prospects that are individually and collectively forward-looking statements. Such

forward-looking statements are not guarantees of future performance and are subject to known and unknown risks,

uncertainties and assumptions that are difficult to predict. The Company’s actual results, levels of activity,

performance or achievements could differ materially and adversely from results expressed in or implied by this

Presentation, including, amongst others: whether the Company can successfully penetrate new markets and the

degree to which the Company gains traction in these new markets; the sustainability of recent growth rates; the

anticipation of the growth of certain market segments; the positioning of the Company’s products and services in

those segments; the competitive environment; and general market conditions. The Company assumes no

obligation to update any forward-looking information contained in this presentation. Any forward-looking

statements and projections made by third parties included in this Presentation are not adopted by the Company

and the Company is not responsible for such third-party statements and projections.
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GOME – Overview and Recent Performance

 GOME is the leading home appliances & consumer electronics retail chain in China

– RMB 42.7 billion of sales in 2009, RMB 11.8 billion of sales in 1Q2010

– 728 stores and 133 distribution hubs as of 1Q2010

– Offering world class brands 
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Core Competitive Advantages

Market Leadership

Store Network

Brand Awareness

 Dominant positions in Tier-1 markets

 Unparalleled procurement and bargaining power

 Extensive and visible network across the country

 Diversified store portfolio catering to different consumer needs 

 Network strengthened by transformation efforts in 2009

 Voted as the most valuable brand in the Chinese retail industry in 2007 - 2009

 Over 40 million loyalty program members

Well positioned to capture the long term franchise value of 

China’s untapped consumer electronics sector
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1Q09 1Q10 Change %RMB Million

First Quarter 2010 Financial Results

¹ Effective Tax Rate = Tax charge/ PBT add back non-tax deductible items

Revenue 9,801 11,782 20.2%

Consolidated Gross profit 1,549 1,967 27.0%

Profit from Operating Activities 321 532 65.7%

Profit before Tax 395 450 13.9%

Net Profit  Attributable  to Owners of the Parent 322 333 3.4%

Consolidated Gross Profit Margin 15.8% 16.7% 0.9 Percentage Pts

Operating Profit Margin 3.3% 4.5% 1.2 Percentage Pts

Effective Tax Rate ¹ 17.5% 18.0% 0.5 Percentage Pts

Net Profit Margin (Attributable to Owners of the 
Parent)

3.3% 2.8% (0.5) Percentage Pts
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China Macro Economy Expected to Be Strong
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Key Industry Developments: Signals Favorable 

Operating Environment

 “Exchange Old for New”

 “Go Rural”

 Energy Efficiency

 Real Estate Tightening

 Replacement and Upgrades

 Tier-2 Market Demand

Issue DetailPotential Impact

 Policy extended to 2011 year end with 19 more regions

 Policy effective till end of 2014

 Policy extended to June, 2011

 Impact will be offset by economic expansion

 Cycle still in early stages for multiple product 

categories

 Air conditioner and refrigerator penetration to increase
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Real Estate Tightening: Near Term Impact Muted 

Historical Down 

Payment Hikes

Before Apr 2004 20% 20%

Apr 2004 30% 30%

Sep 2004 30% 40%

Oct 2008 20% 40%

Apr 2010 20% to 30% 50%

1st Home Add. Home

 Policies aimed more towards “investors”

 Less panic, with experience of prior real 

estate booms and corrections

 First time/upgrading demand still strong

 Economic expansion/rising wages should 

keep near term shock at a minimum

Likely Impact On Home Buyers

Likely Impact On GOME

 Effects may vary among product categories

 New home sales could effect A/C revenues

 3 million units of low-income housing, 2.8 

million units of subsidized housing, and 1.8 

million low rent housing due in 2010 should 

offset furnishing demand lost from tightening

Sources:  Analyst research, CEIC
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Replacement And Upgrade Cycles Continue 

 CRT to LCD upgrade to lead urban home appliance consumption 

 “Exchange Old for New”, energy efficiency, and “Go Rural” will boost replacement 

consumption across all product categories
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Product Penetration in Tier-2 Markets: GOME’s Key 

Long Term Growth Driver
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 Home appliance penetration rates still have large upside potential in Tier-2 markets

– Historically, strong sales growth occur when penetration rates exceed 20%

– Refrigerators in Tier-2 markets are in an explosive growth period

– Air conditioner sales are expected to boom in 1 or 2 years

Units In Possession / 100 Households 

Sources:  Analyst research, CEIC
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Improve Operating EfficiencyImprove Operating Efficiency
2. Improve

operating 

efficiency

GOME Launching 5 Year Blueprint

 Expansion focus on 

priority regions

 Strengthen 

leadership in T1 

markets and 

continue to optimize 

store network

 Open stores in T2 

markets and rural 

areas

 Tailor store formats 

to local markets

 Improve in-store 

execution

 Drive incremental 

revenue via VAS

 Improve T2 markets 

supply chain 

Strengthen 

Infrastructure

3. Improve 

consumer and 

vendor 

relationships

Strengthen 

Infrastructure

5. Develop new 

businesses

 Re-establish 

brand equity 

with consumers, 

e.g. loyalty 

programs

 Improve 

shopping 

experience, e.g. 

better 

merchandising

 Collaborate 

with vendors to 

optimize 

product mix, 

price, 

marketing

 E-commerce

 Others

Strengthen 

Infrastructure

4. Strengthen 

infrastructure

 Implement SAP

 Strengthen 

management 

team

 Strengthen retail 

capabilities

1 1. Establish

regional

dominance

2010 focus
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2010 – 2011 Focus: Selective Expansion According 

to Market Priority

1

2

3

Greater 

Sichuan

Guangdong

Shandong

Greater 

Beijing

Greater 

ShanghaiExpand store network through five 

identified hubs where GOME 

have relative market share 

advantages

Leverage hub resources and 

infrastructure to further 

penetrate Tier-2 markets

Differentiated store portfolio by 

format and size   
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2010 – 2011 Focus: Enhance Core Capabilities to 

Maximize Customer Satisfaction

CapabilitiesConsumer Traits 

 Develop new and enhance existing capabilities to connect with the evolving 

consumer electronics consumption dynamics

Consumer

Demand Professional and 

Technical  Assistance from 

Sales Staff

Quality Shopping 

Experience

Leisure Life Style

Expediency

Unique and Full Product 

Selection

Quality Sales Staff

Functional Store Layout

Function and quality 

rather driven than brand

Merchandising and 

Product Management

Differentiated  3C 

Product Portfolio

Different Store Types

Remodel Existing 

Store Format

Customer 

Centric 

Approach

Value Added Services
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Q&A


