Tapping into New —
E-Commerce Opportunities

Emerging Issues
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There are a range :
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Ctrip

Qunar
Sohu Travel
51766
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Gunar-.c:;m

g 5|1 5

OTA

Travel search
Portal
Content vertical

OTA

Sources: I-research, Jan 2008; Google Trends June 2008
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Baidu
QQ
Sina
Google

Taobao

General search
Portal
Portal

General search

Auction website
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Note: For hotels we are
seeing about 5% for travel
search, and <1% for general
search
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Research behavior
IS different
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56%

25%
12%

. . - 6%
Intermediaries still B .
rece I\-Ie a m a'JI D rlt}/ Of Top OTA's  OTA's Budget  inti Chains Other
. . Chains
Internet user traffic e Y ,
for h Ote I S Intermediaries (81%) Direct (19%)
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Source: QunarMay 2008
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It's Important to be
aware of
distribution costs
moving forward .
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Challenges, Vision and Practice:
DerbySoft's Effort In Asia’s Emerging Travel

CTO & Co-Founder
DerbySoft (Shanghai) Co. Ltd.




Challenges

 Manual operation

 Indirect, centralized & Isolated systems
« Opague

* Proprietary

 Expensive and inefficient




Our Vision

e Electronic systems

* Direct, distributed & integrated Network
e Transparent

 Open

 Emerging alternative distributors




Global Distribution Network







DerbySoft Global Distribution Network Architecture
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Emerging Issues
Travel Distribution in China

D. Teddy Zhang, President & CEO

Prepared for HEDNA ASPAC Meeting HK
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Outline

Dynamics of Travel Distribution In
China

Catalysts for Change

Factors that Impact

Emerging Issues



Dynamics of
Travel Distribution in China

Distribution dominated by few 3" party
Intermediaries

The co-existence of brick-&-mortar model
and point-&-click model

Emerging real-time distribution
iInfrastructure

Consolidation of travel industry players

Distribution companies branch out to be
supplier brand operators



Catalysts for Change

2008 Beljing Olympics & World Expo 2010

Shanghai will promote:
- Structural changes in the industry
- Increased domestic travel
-New domestic travel brands

Continuous economic growth
- Emerging middle class populations
- Increasing disposable income
- Chinese RMB appreciation and free exchanges
between RMB & foreign currencies



Factors that Impact

Technology
- Cell phone savvy consumers
- Internet, cell phone, WAP, IPTV
- More access, at greater speed, to an explosion of
channels
- Cheaper labor vs. better technology

Evolving consumer behaviors
- Cell phone savvy
- Price loyalty vs. brand loyalty
- Last-minute booking pattern
- “Cash-on-delivery” business
- Social networking



Factors that Impact

Organizational specialization & collaboration
- On-demand business
- Responsiveness
- Focus
- Resilience in operations

Government regulatory impact
- Rule-of-the-game
- Monopoly effect
- Leap-frog effect



Emerging Issues

Rising, rising and rising costs

- Inflationary pressures

- Increasingly competitive environment
Emerging Technology

- Staffing challenges

- Evolving Distribution Partnerships
Global factors

- Global security

- Global economy
- Global environment



Emerging Issues

How to Capture China Travel Business:

Right Products: Catered to the Chinese Consumer
+

Right Channels: Reach the broadest client base
+

Right Tools: Simplified tools, language, payment
gateway, etc

Right Distribution Solutions!



Thank you!
D. Teddy Zhang

www.hubsl.net



