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1. Company Background on GOME Group

*Note 1: According to information provided by the State Information Centre

1987
• 1st electrical 

appliance retail 
outlet founded 
by Mr. Wong

1999
• Expanded 

beyond 
Beijing

Present
• No. 1 electrical appliances retailer (1) in China 
• 135 self operated outlets in 37 cities
• 23 franchisees of which 14 will expire by end of 

2004
• Selected by MOFCOM as one of the key 15 

commercial enterprises in China

2003
• Y2003 total 

sales: RMB 
17.8 billion

1993
• Unified the name “ GOME 

Electrical Appliances” to 
develop into a retail chain
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No.1 electrical appliances and consumer electronics retailer in China

1. Ranking of GOME Group by Sales

Sales (1)         

(RMB billion) % of total

Number of 

outlets(3)
Sales (1)      

(RMB billion) % of total

Number of 

GOME Group 10.9 2.8% 109 17.8 4.1% 139

GOME Appliance (2) 
7.7 2.0% 47 10.9 2.5% 79

Shanghai Yongle 4.9 1.2% 32 8.8 2.0% 55

Suning Electrical 5.9 1.5% 84 8.5 1.9% 148

Chongqing Commercial 5.3 1.3% 77 6.6 1.5% 81

Sanlian 4.6 1.2% 132 6.4 1.5% 202

Total of top five 31.6 8.0% 434 48.1 11.0% 625

Market total 393.8 439.7

Source: State Information Centre and Company data

Note 1: Included sales of franchise stores and the value added tax
Note 2: Company data and sales included 17% of VAT
Note 3: Included franchise stores

2002 2003

outlets (3)
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1. Our Mission Statement

“ Competitive pricing from high volume, 
customer service comes first”

�3�3�3�3 �������� �•�-�•�-�•�-�•�- �”�”�”�” �Ú�í�Ú�í�Ú�í�Ú�í �]�]�]�] �c�c�c�c
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Sales for traditional electrical appliances(*Note 1) and new generation digital 
products (*Note 2) have been growing at approximately 13% and 17% per 
annum between Y2000 and Y2003

2. Growth of Electrical Appliances

*Note 1: Traditional electrical appliances include white goods such as audio visual products, air-conditioners, refrigerators, washing machines & household appliances
*Note 2: Digital products include digital products (digital camera, MP3 players, etc), IT & telecommunication products (computers, mobile phones, etc)

� � � � �� � � � � �� � �	 � �
 �� 
 �� �� ��� � ��� � � �	 �	 � ���� � ��� � � ��� � � 	 � ��� �� � �� �

0

40

80

120

160

200

2000 2001 2002 2003 2004 2005 2006 2007 2008

AV Regrigerator & Washing machine
Air-conditioner Telecommunication pdts
Digital pdts Computer
Small electrical appliances

(RMB bn)

Source State Information Centre

16%
7%

14%
17%
7%
14%

17%

CAGR 
(2003 - 2008)
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GOME Group is gaining market share at the expense of other retailers

2. Fragmented Market and Increasing 
Market Share

� � �� 	 � � � � �	 ��� �� � �� �

GOME’s market share is relatively low compared to market leader in mature 
markets

� � �� 	 � � � � �	 �� �� � � ��� � � � � ��� � �
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GOME
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Source  Company estimates

1.8%

2.8%

4.0%

1.3%
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2.5%

0.0%

1.0%
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3.0%

4.0%

Y2001 Y2002 Y2003

Source  CEIC, GFK and Company data

GOME
Group

GOME
Appliance



9

Manufacturers outnumbering well-developed retail chains, making it a 
“ buyer’s market”

2. Strong Bargaining Power Over Suppliers

� Large number of equally competitive 
manufacturers (local and global) => 
intense competition

- Oversupplied consumer products

� Fragmented market

- Lack of volume and scale

� National market leader, with strong 
brand and extensive sales network

- Relatively few competitors

- Top 5 suppliers only 30% of total 
purchases

Regional Electrical 
Appliances and 

Consumer Electronics 
Products Retailers

� � � � �	 � ���� � ��! � � ��� � � 	 � �� � �� 	 �� �� � 	



10

1. Company Profile and Overview1. Company Profile and Overview

Company Presentation

2. Industry Overview2. Industry Overview

5. Company Highlights5. Company Highlights

3. Business Operations3. Business Operations

4. Financial Performance4. Financial Performance



11

3. GOME Appliance: A total of 96 retail 
outlets in 22 cities
Outlets in GOME Appliance are more established and profitable, relative 
to outlets remaining in GOME Group

Location Number of outlets

Beijing 16
Chengdu 6
Chongqing 8
Dongguan 2
Foshan 1
Fuqing 1
Fuzhou 3
Guangzhou 6
Huizhou 1
Jinan 5
Kunming 3
Langfang 1
Qingdao 4
Shenyang 6
Shenzhen 5
Tianjin 12
Weifang 1
Wuhan 7
Xian 5
Zhongshan 1
Zibo 1
Zigong 1

Total: 96
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46%
35% 31%
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3. Main Products by Categories

� �� " � � ��� � �	 � �� � �� �� 	 �� 	 � �� 
 	 �� ���� �� ��� � �	 �

Digital and computer products and telecommunication products have 
been the fastest-selling products in past 2 years

Audio visual

Refrigerators and 
washing machines

Air-conditioners

Telecommunication

Small electrical 
appliances

Digital and Computers

Source  Company data
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3. Virtuous Cycle
Obtain better terms from suppliers to offer the lowest price in each 
location to increase market share

 � � � � � 	 �
� � �� � � � �� 
 �

� � 
 	 �

#� 
 	 ��
� � �� � � � �� 
 �

� � � ��

� � � � 	 ����� 	 �
� ��� �� 


� � $�� �� 	 �� � �	 � �
� � �� � 	

%�
 � �� � �� � 	

%�
 � 	 ��� � �	 � �&�
�� � �	 � � 	 �

� � � �� � 	 ��� � � 	

Advertisement Promotional Activities
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3. Retail Formats
Three different retail formats to target different markets

3,000 to 6,000 
sqm

3,000 to 6,000 
sqm

260 sqm260 sqm

15,000 sqm15,000 sqm

Traditional 
retail outlets
Traditional 
retail outlets

Digital shopsDigital shops

Mega storesMega stores

2424 3535 3535

30*30* 30*30* ___*___*

00 00 6 to 96 to 9

2004 2005 2006

Number of new outletsNumber of new outlets

Usable areaUsable area

9696

00

00

June 2004

Number of outletsNumber of outlets

* The expansion plan of Digital shops depends on the market situation.
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Strong revenue growth driven by network expansion and same stores 
sales growth

4. Revenue and Net Profit

� 	 � 	 � � 	

Source:  Company data
Note:  100% of GOME Appliance
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' 	 ��� �� ���

Source:  Company data
Note: 100% of net profit from ordinary activities
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� Economies of scale results in net profit 
margin growing faster than revenue 
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Rising gross profit margin due to increasing bargaining power with 
suppliers

4. Gross Profit Margin

� �� � � �� �� ����� � �
 ��

Source  Company data
Note:  100% of GOME Appliance

5.9%
6.4%

7.2% 7.0%

8.6% 8.7%
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� Re-negotiation of contracts with 
suppliers in last 12 months:

- more competitive pricing

- more favourable payment terms 
from suppliers

- increase in “ other operating 
income”
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Increasing “ other operating income” to diversify income stream

4. Other Operating Income

( �� 	 ��� � 	 �� ��� 
 ��� � � � 	 �� � �) �� ���	 � 	 � � 	

Source  Company data 
Note:  100% of GOME Appliance
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� � � � � � ���� � �� ��� �� 	 ��� � 	 �� ��� 
 ��� � � � 	 �� *+� � � ,

Other operating income = Rmb 278.4m

52%

14%

11%

9%

5%
9%

Promotion income Mgt fee for promotion

Air-conditioner installation fee Display space leasing fee

Product listing fee Others

Source  Company data 
Note:  100% of GOME Appliance
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4. Cost Structure

� � � �� �� � �) �� ���	 � 	 � � 	

Management continues to focus on internal costs control

4.3%4.6%
5.2% 4.7%5.0%

1.1%0.9%
1.0%

0.8%
1.4%0.2%0.3%

0.4%
0.3%

0.5%

4.7%

1.1%

0.4%

0%

1%

2%

3%

4%

5%

6%

7%

Y2001 Y2002 Y2003 Q1
2003

Q1
2004

Jan -
May
2004

Selling & distribution Administrative Other operating

� Historical increase in costs due to

- expansion of sales network

- increase in management personnel 
due to segregation of management 
departments

� Build a platform for future expansion 
and potential competition

� Future focus on existing location

� Costs in Jan - May 2004 already 
declining from Y2003 and Q1 Y2004 Source  Company data

Note:  100% of GOME Appliance
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Net profit margin has increased to 5.6% in Jan-May 2004 from 2.9% in  
Y2003

4. Net Profit Margin Growth

' 	 ��� �� ����� � �
 ��

0.7%

1.6%

2.9%

1.9%

4.5%

5.6%

0.0%

1.0%

2.0%

3.0%

4.0%

5.0%

6.0%

Y2001 Y2002 Y2003 Q1
2003

Q1
2004

Jan -
May
2004

Source:  Company data 
Note: 100% of net profit from ordinary activities / 100% of revenue

� Increasing net profit margin due to: 

- increasing gross profit margin

- higher other operating income

- continuous cost control

- declining effective tax rate as a 
result of centralised procurement 
and regional tax benefits
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4. Working Capital

- � �� �� 
 �� � � ��� �

Strong operating cash flow (RMB 1,687 m in 2003) due to strong working 
capital management

� Operation funded by suppliers’ credit 
and acceptance drafts:
- 60% of products uses 4-6 months of 

acceptance drafts

� Efficient inventory control due to newly 
implemented ERP system

� Receivable day of less than 1 day due 
to all cash sales

Source  Company data
Note: Including display items
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5. Company Highlights

No. 1 
Market Leader

Sustainable 
Competitive 
Advantages

Experienced 
Management 

Team

Well-
positioned 
for Growth

Robust 
Financial 

Performance

Significant 
Market 

Potential
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Disclaimer

The material that follows is a presentation of general background information 
about the Company’s activities at the date of the presentation. It is information 
given in summary form and does not purport to be complete. It is not intended 
to be relied upon as advice to potential investors. This presentation may not 
be reproduced or redistributed to any other person and you agree to keep the 
contents herein confidential.  No representation or warranty, express or 
implied is made and no reliance should be placed on the accuracy, fairness or 
completeness of the information presented herein.  

These documents are not an offer of securities for sale inside or outside of the 
United States.  Securities may not be offered or sold in the United States 
unless they are registered or exempt from registration. Any offering of 
securities to be made in the United States will be made by means of an 
offering circular that may be obtained from the Bank. Such offering circular will 
contain detailed information about the company and management, as well as 
financial statements.

This document may not be copied or otherwise reproduced and may not be 
distributed in the United States or to U.S. persons, or in Canada or Japan.
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Thank You


