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TOP 100 Most Valuable Chinese Brands 2014



Expanded BrandZ™ report examines brand building in a rebalancing China China is rebalancing.



New brands and categories



It’s addressing some of the unintended consequences of the past 30 years of rapid economic expansion, like air pollution, while also adjusting the levers of the economy to ensure healthy and steady future growth.



This is the fourth year of what’s quickly become the definitive annual study of brand valuation and brand development in China. For an even more extensive view of the market, and to anticipate the impact of rebalancing on Chinese brands, we doubled the number of brands analyzed, from 50 to 100. As a result, we added eight new categories, bringing the total covered to 21.



This is one more significant inflection point in the history of modern China. It potentially could exert influence equivalent to the “Reform and Opening Up” of 1978, with its liberalized economy and expanded international trade. And like the years following “Reform and Opening Up,” the era of the rebalancing will have an impact on brands. When the most populous nation fuels its marketdriven economy the pressures and opportunities are enormous. And they’re not totally predictable. I can promise this, however: strong brands will be essential for competitive success; and knowledge, insight and effective brand development will be the keys to that success. Welcome to the BrandZ™ Top 100 Most Valuable Chinese Brands 2014.
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Our initial analysis of these more expansive data revealed something of great interest—a peek at the future of brands in China. We discovered that brands in the added portion of the ranking are predominately market driven, rather than state owned, and high in brand contribution, the BrandZ™ measure of brand strength. These findings mean that Chinese entrepreneurs have been developing market-driven companies and valuable brands across many product and service categories for some time. And these brands now will grow more rapidly in value as rebalancing unleashes competition.



This inevitable brand evolution raises many questions. What’s the effect on Chinese brands compared with foreign brands in China? How does the shift influence competition between market-driven brands and SOEs (State Owned Enterprises)? How does it impact the momentum of Chinese brands going global? The BrandZ™ Top 100 Most Valuable Chinese Brands 2014 contains answers from over 125 WPP brand experts at 23 WPP companies in China. They added knowledge to the extensive BrandZ™ analysis and brand valuations from Millward Brown. Throughout this comprehensive report you’ll find WPP company thought leadership and best practice commentaries and brandbuilding insights from our experts across many sectors in China.



Knowledge and communication I’ll share one conclusion, which emerged from examining four years of data, including hundreds of thousands of consumer interviews, as we compared the brand equity of Chinese brands and foreign brands in China. Chinese brands



have caught up. They lag in only one crucial aspect: meaningful differentiation. That’s the missing piece for Chinese brands; it’s a critical element for the brands ranked 51 to 100 to move into the upper tier of the BrandZ™ Top 100 Chinese ranking. To succeed in a more competitive, rebalancing China, brands also need to understand the changing desires of Chinese consumers as consumers themselves rebalance. And brands need to identify and execute the most effective communication strategies and tactics to reach and influence these changing consumers. In addition, new consumer priorities—the desire to balance work and free time, the importance of personal and family well-being—open the possibilities for brands from a wider range of categories. New technologies add possibilities, too.



their expertise to create this report. They’re here to help you, in Beijing, Shanghai, Guangzhou and over 15 other cities throughout China where WPP companies have offices. You’ll find their contact details throughout the report and in a directory at the end. Please feel free to contact me directly. Sincerely,



David Roth CEO, The Store WPP Europe, Middle East, Africa and Asia [email protected]



Reading this report closely is a good first step for gaining the requisite knowledge to understand the impact of rebalancing on brands. For additional insight and to create brand-building strategies that apply precisely to your particular brands, talk to the people who contributed
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Data source: BrandZ / Millward Brown Optimor



$19,318M



$13,636M



$13,133M



$13,433M



BRAND GLOBALIZATION



$12,702M



Awareness of Chinese brands in overseas market is still low (20%)



PURCHASE CONSIDERATION



Yonghe King



93 92



FASTER GROWTH OF THE MARKET DRIVE BRANDS VS. STATE OWNED ENTERPRISES Market-driven brands are enjoying fast growth, most of these brands are operated under modern management systems, which is a good signal of successful enterprises transformation



GROWTH AMONG TOP 50



VALUE TOP 100



29% 71%



MARKETDRIVEN BRANDS



90 Huatian Hotel



Highest



68%



60%



50%



47%



42%



40%



Tonrentang



+9%



Lowest



BRAND CONTRIBUTION 30%



#1



Yili



Market-driven brands are stronger than SOE brands
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TRAVEL AGENCY



+62%



$969M



+67%



Agencies benefit from ongoing tourism boom



HEALTH CARE -6%



APPAREL Slowing growth, rising costs impact sales



+7%



FINANCIAL INSTITUTIONS



Acquisitions help assure safety burnish brands



+36%



and brand marketing



+11%



$5,441M



$26,566M



$31,513M



Exploration ensures supply, but pollution damages brand image



Insurers add products and services



The party is over, for now



Operators build brands and networks



-35%



OIL&GAS



INSURANCE



$73,970M



CONSUMER ELECTRONICS



46 Wuliangye 47



$20,589M



TELECOM PROVIDERS



$59,931M



Mobile heats category growth and competition



Brands seek recognition at home, abroad



$114,223M



+17%



TECHNOLOGY



HOME APPLIANCES



Reforms pressure profits, inspire product innovation



ALCOHOL



+28%



+8%
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$3,869M



AIRLINES



$12,754M



+21%



$5,441M



Suppliers invest in R&D, distribution
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DEVELOPED COUNTRIES 29%
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72%



Yili



DEVELOPING COUNTRIES 41%



38% 38% 35% 32%



+98%



$7,701M
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86%



+27%



FOOD&DAIRY



Major carriers add overseas routes, but bullet trains slow domestic business



TOP RISERS (% GROWTH) 86%



SOE



11 CATEGORIES 2 CATEGORIES NEW CATEGORIES



+9%



% of consumers consider to purchase Chinese brands



42%



41



91



CHINA 61%



38
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+5%



36



CATEGORIES



+12%



By Categories
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$379,787M



0%



+12%



By Countries



$1,586M
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- The brand was originally created by a Mainland China enterprise. - The brand is owned by a publicly traded enterprise.



CHANGES IN CHINA
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Looking for leisure



Sense of personal



NEW CATEGORIES
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Suofeiya



$888M



$363M



******** **** **** **** **** **** ****



$1,003M



$937M



$1,262M



$9,589M Download the full report at



CARS



Youth market drives double-digit growth and SUV sales
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$411M



70



69



EDUCATION



CATERING



Cultural values, desire to succeed drive education



Sales grow but the pace begins to slacken
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FURNITURE



66



65



64



HOTELS



Urbanization, desire to upgrade, drive strong sales
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62



New locations open at all price points
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JEWELRY RETAILERS Special products and services drive sales
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58 Lao Feng Xiang



PERSONAL CARE



Global brands dominate growing market
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REAL ESTATE



www.brandz.com/china



Developers expand in lower tier cities and internationally
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82



- The financial institutions category includes only banks that derive at least 20% of their earnings from retail banking.



$780M
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Increasing of consumer purchase power



- The brand reported positive earnings for the period covered by the ranking.
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Hanting
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Brands reposition to meet challenges of dynamic category The brands ranked in the BrandZ™ Top 100 Most Valuable Chinese Brands 2014 report meet these four eligibility criteria:
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TOTAL VALUE OF TOP 100 CHINESE BRANDS



+6%



% of overseas consumers 77% consider to purchase 69% 68% Chinese brands 65% 63%



Data source: Millward Brown 2013 Going Global Study
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Overview



Brand value rises 13% with growth distributed across most categories Brand value rebounded, with the increase distributed across most product categories, in the BrandZ™ Top 100 Most Valuable Chinese Brands 2014. Total brand value reached $379.8 billion.



- Market-driven brands grew more rapidly in brand value than State Owned Enterprise (SOE) brands, although SOEs continued to dominate the ranking in overall brand value.



The number of brands covered in the 2014 report doubled to 100, and the categories increased by eight to 21, with the addition of cars, catering, education, furniture, hotels, jewelry retail, personal care and real estate.



- Market-driven brands comprise two-thirds of brands ranked 51to-100 in this year’s expanded report, pointing to future growth.



Year-on-year, the Top 50 brands increased 13 percent and all comparable product categories appreciated, except for two, alcohol and consumer electronics, which declined mostly because of industry-specific factors. In an example of the connection between brand value and stock market performance, two portfolios of brands from the BrandZ™ China ranking again significantly outperformed the MSCI China, a weighted index of Chinese stocks. These other key trends (See related stories) corroborate the growing strength of Chinese brands overall and the increasing appearance of market-driven Chinese brands finding consumer acceptance both at home and abroad:
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- Chinese brands are now roughly comparable in brand equity, the power to influence purchase, with foreign brands competing in China, although Chinese brands lag in differentiation. - As Chinese brands expand abroad, overseas revenue is increasing and consumer recognition and consideration is gradually rising, especially in fastgrowing markets. - Chinese consumer trust in brands stabilized after several years of decline related to food and product safety breaches.



Rebalancing continues the momentum of market-driven, export-focused policies that have propelled the country since the “Reform and Opening Up” of 1978. The World Bank predicts that China’s economy will expand by about 7.7 percent in 2014, much slower than the years of double-digit growth during the past decade, but still a healthy rate many times faster than most established economies. The expansion of the BrandZ™ TOP 100 Most Valuable Chinese Brands 2014 recognizes the significant implications for brands at this inflection point in China’s development, with the new government focused on managing future growth while remediating residual problems following 30 years of rapid economic progress. This rebalancing relies more on consumer spending, rather than production and exports, for wealth creation. It envisions a society that’s prosperous, equitable and internationally engaged.



Advancing the “Chinese Dream” The government titles this agenda the “Chinese Dream.” The “Dream” both shapes and reflects the shifting attitudes of China’s consumers. The rapidly expanding middle class still wants a better life, but the “Chinese Dream” is not simply about acquiring material wealth. People also seek improved health and personal well-being and a more sustainable relationship between work and free time. Rather than abandoning history and heritage, they adapt them to enrich the present.



In a rebalancing China, being a well-known or famous brand is still important. But it’s no longer enough. Consumers want brands they can trust; brands that understand and respond to their needs; brands that are meaningfully differentiated. Consumer enlightenment and empowerment, which evolved over decades in the West, has happened overnight in China.



Rebalancing touches most categories The influence of the “Chinese Dream,” and the economic and social rebalancing to achieve it, are evident in product categories added to the BrandZ™ Top 100 Most Valuable Chinese Brands 2014. For example: - Real estate and furniture reflect the traditional importance of home and family in Chinese culture, updated for today. - Education also reveals the Chinese concern for family and the preparation of children for life, but adjusted for today’s competitive job market.



- Cars and jewelry retail reflect rising affluence and expanded consumption. - Hotels and catering, or restaurants, also reflect the purchasing habits of a widened middle class, as well as its concern with work-life balance, and spending on domestic tourism. - Personal care also indicates the concern with work-life balance.



China’s economic and social changes are evident in the performances of some of the repeat categories, as well. Driven in part by the growing attention to personal well-being, the health care category appreciated 67 percent in brand value. The home appliance category grew 36 percent in brand value based on the home ownership trend in China and overseas sales. The technology category grew 28 percent in brand value on strong performances by brands like Tencent, the Internet portal, which improved 68 percent in brand value.



Top 50 Brand Value Over Three Years The brand value of the BrandZ™ Top 50 Most Valuable Chinese Brands rebounded, with an increase of 13 percent.



US$



362



Billion



US$



325



Billion



US$



320



2012



Billion



2014



13%



2013



Source: BrandZ™ / Millward Brown Optimor
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The brand value of the food and dairy category rebounded 62 percent as brands acknowledged food safety problems and launched initiatives to ensure supply chain safety and upgrade operations with world-class food processing knowhow. Financial institutions responded to the government’s liberalization of interest rates and lower investment in infrastructure, which drives lending. Banks cultivated two customer groups especially: small businesses that need capital for growth; and affluent individuals who need wealth management services. The brand value of the financial institutions category appreciated a relatively modest 7 percent. At the same time, the government’s discouragement of lavish spend on events impacted the alcohol category, especially the brand values of baijiu, the traditional Chinese white alcohol, and wine, which also felt the effects of foreign competition and consumer distrust when harmful chemicals were found in some products. The alcohol category declined 6 percent, buoyed in part by the strength of beer sales. Consumer electronics declined 35 percent in brand value as it adjusted to e-commerce, which has impacted the category worldwide.



TOP 100 Most Valuable Chinese Brands 2014



Accelerating growth at home and abroad Rebalancing includes expanding China’s urbanization policy, which created concentrations of wealth in the major coastal cities. Over half of China’s population now lives in cities compared with around one-fifth in 1980. In the next phase of urbanization, the government will focus on lower tier cities in an attempt to sustain economic growth, more evenly distribute wealth, and improve living standards and buying power throughout the country. An unofficial tier system organizes cities into a hierarchy based on size and economic development. Many of the roughly 270 second and third tier cities are becoming conurbations consisting of a core city with several million people surrounded by towns and villages connected by roads and public transportation. Growing faster than the coastal metropolises, these lower tier cities are the frontier of brand building. Although some outlying locations are geographically remote and underserved by physical retail, the Internet connects the inhabitants to each other, to information and to brands. Of the almost 600 million Chinese who use the Internet, over 420 million access it with a mobile device. And the scale of China, with 1.3 billion inhabitants, only suggests the market potential.
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The per-person consumption of certain products, services and commodities—beer, insurance and sugar, for example—is lower in China than in other countries, a reality that draws the attention of global brand marketers and motivates Chinese brands to grow strong companies and brands and also to find international partners and acquisitions. Today’s rebalancing China is different from China during the early years of “Reform and Opening Up,” when Chinese consumers typically desired foreign brands and Chinese brands served as OEMs (Original Equipment Manufacturers) making products for Western brand marketers.



BrandZ™ Most Valuable Chinese Brands portfolios outperform China stock index In a connection between brand contribution and stock market performance, two portfolios of BrandZ™ Most Valuable Chinese Brands significantly outperformed the MSCI China, a weighted index of Chinese stocks. Over the 36 months between July 2010 and October 2013, the MSCI increased 5.4 percent. In comparison, the BrandZ™ China Top 50 Portfolio (all of the Top 50 brands) appreciated 31.1 percent and the value of the BrandZ™ China Top 10 by brand contribution almost doubled. BrandZ™ China Top 10 portfolio comprises brands with the highest levels of brand contribution, a measurement of the power of brand alone with financial and other factors stripped away. 100%



98.0%



BrandZTM China Top 10 by Brand Contribution BrandZTM China Top 50 Portfolio MSCI China 80%



60%



Chinese are wealthier and more sophisticated consumers. Both market-driven brands and certain SOEs pay more attention to brand building at home and sometimes abroad. Brands like Lenovo, the Chinese PC maker that leads the domestic market in sales and also derives 57 percent of its revenue from overseas, make the possibilities seem limitless. Realizing the possibilities depends on brand strength. And in a rebalancing China, the importance of creating and sustaining strongly differentiated brands becomes even greater. The BrandZ™ Top 100 Most Valuable Chinese Brands proves the point: With a 13 percent rise, China’s leading brands grew in value at twice the rate of China’s economy.



40%
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Source: BrandZ™ / Millward Brown Optimor
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BrandZ™ Analysis



Rebalancing



Changing economy creates opportunities for brands big or small The Chinese economy is exhibiting some new dynamics that are best summarized as rebalancing. These changes will impact brands. Domestic demand, including investment and consumption, is making a larger contribution to economic growth. Consequently, the contribution rate of net exports is declining. Consumption will gradually play a larger role driving growth, although investment will continue to play an irreplaceable role over the next eight-to-10 years. In particular, considering the Chinese government's goal of doubling the 2010 per-capita income by 2020, and the continued advance of urbanization, the urban population will make up a huge consumer market in China. Other government initiatives influencing the rebalancing of China’s economy include: - Environmental concern: In order to prevent further environmental pollution, China intends to encourage innovation and environmentally friendly manufacturing along with the development of the service sector.



- Balanced regional growth: China will pay more attention to balancing growth across geographic regions, which means that central and western China will continue to grow at a faster pace than the Eastern part of the country. - Adjustment of industries and investment: Domestically, China will endeavor to absorb its excess capacity and promote capacity consolidation in certain industries. Internationally, China will expand its investment overseas and relocate production capacity to other countries.



The impact of rebalancing on brands The expansion of China's domestic demand, the advance of urbanization and the development of service industries will provide more impetus for big brands and offer new opportunities for novel brands.



Qin Shuo Editor-in-Chief of China Business News [email protected]



The consolidation of industries will facilitate the integration and concentration of brands. The outward investment and capacity relocation will help expand the global reach and influence of brands. The fact that more and more multinational corporations choose to make the Chinese market the center of their operations will also add to the China factor in the shaping of multinational brands. If we say that the "localization of international brands and the rise of local Chinese brands" was the dominant theme in the last 10to-20 years, we may also have to consider the "globalization of Chinese brands," the "rise of service brands" and the enhanced brand awareness of government, regional authorities and nonprofit organizations, when forming our vision for the future. Winning the hearts of young consumers in the age of social media will be a technological, conceptual and strategic challenge for all brands.



The presence of eight SOEs (State Owned Enterprises) produces a disproportionately high level of brand value in the Top 10. These SOE brands are growing more slowly in brand value than market-driven brands, however, which outnumber SOEs two-to-one in the bottom half of the ranking, brands 51-to-100. This imbalance suggests that the brands at the bottom half of the ranking contain greatest brand value growth potential, which can be realized as China’s market continues to develop. Only one-tenth of the BrandZ™ Top 100 brands in number, the Top 10 today account for twothirds (67 percent) of the Top 100 brand value. In contrast, the brands ranked 51-to-100, account for only 5 percent of the Top 100 brand value. But this concentration of brand value in the Top 10 contrasts sharply with the distribution of brand value in the BrandZ™ Top 100 Most Valuable Global Brands.



In the BrandZ™ Global Top 100, the Top 10 brands account for only one-third (35 percent) of total brand value, while the brands ranked 51-to-100 represent onequarter (24 percent) of value. Over time, brand value in China should mirror this more even distribution. Technology and other fast-growing categories will drive this shift.



BrandZ™ China Top 100 in Brand Value The brands at the bottom half of the ranking contain greatest brand value growth potential, which can be realized as China’s market continues to develop. Total value of the Top 100



Value by number of brands



67%



2014 China Top 100 Total Value $



379.8



252.7Billion



$



29%



Billion



109.8Billion



$



5%



17.3



$



CBN is now the largest and most comprehensive financial media group in China, with a full range of services including TV, newspaper, radio, magazine, website, research academy, mobile application, news agency and CNB information services.
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Bottom of ranking holds greatest value growth potential



Ranking 1-10



Billion



Ranking 11-50



Ranking 51-100



Source: BrandZ™ / Millward Brown Optimor
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BrandZ™ Analysis



BrandZ™ Analysis



Brand contribution higher for brands ranked lower The level of brand contribution in the BrandZ™ Top 100 Most Valuable Chinese Brands is higher for brands below the Top 10. Brand contribution is a BrandZ™ metric that strips away financials and other factors to determine the influence of brand alone in the mind of the consumer. The Top 10 brands score lower than the Top 100 average in brand contribution.



Eight of the Top 10 brands are large SOEs (State Owned Enterprises) that derive much of their brand value from financial performance rather than the power of brand alone. The brands lower in the ranking are more likely to be market driven, relying on brand alone for more of their brand value.



Age comparison reveals youth of ranked brands Brand contribution is expressed on a 1-to-5 scale, 5 being the highest score. The average brand contribution score of the BrandZ™ Top 100 Most Valuable Chinese Brands was 3.18. The Top 10 brands, predominately SOEs, averaged a brand contribution score of 2.80, while the brands ranked 51-to-100, two-thirds of which are market-driven brands, averaged 3.20.



BrandZ™ China Top 100 in Brand Contribution The level of brand contribution in the BrandZ™ Top 100 Most Valuable Chinese Brands is higher for brands below the Top 10.



3.18 Total



2.80 Ranking



1-10



3.25 Ranking



Ranking



11-50



51-100



Brand contribution measures the influence of brand alone on earnings, on a 1-to-5 scale, 5 highest. Source: BrandZ™ / Millward Brown Optimor
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3.20



Almost half the brands in the BrandZ™ Top 100 Most Valuable Chinese Brands are 20-years old or less, and 74 brands are under 35-years old. Only 12 brands are over 64-years old. These age categories roughly group the brands into three periods of Chinese history: brands established before the formation of the People’s Republic of China in 1949; brands established in the early years of the PRC; and brands established after the “Reform and Opening Up” in 1978. A brand’s age, when it was formed and the political and economic developments that influenced its growth, continue to shape the challenges and opportunities it faces today. (See related story) In general, the distribution of valuable Chinese brands across time suggests: (1) Chinese brands can gain value rapidly; and (2) Chinese brands can sustain value. The oldest brands indicate respect for heritage and a desire in Chinese society to create something new while preserving some of the old.



BrandZ™ China Top 100 by Brand Age Almost half the brands in the BrandZ™ Top 100 Most Valuable Chinese Brands are 20-years old or less, and 74 are under 35-years old. Only 12 brands are over 64-years old. Age by percent of brands



Age by number of brands



71%



74



21%



14 12



8%



Age < 35: formed after "Reform and Opening Up" in 1978 (under age 35) Age 35-64: formed before "Reform and Opening Up"in 1978 (age 35-64) Age > 64: formed before establishment of the PRC in 1949 (over age 64) Source: BrandZ™ / Millward Brown Optimor
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BrandZ™ Analysis



Age of a brand helps identify strategic priorities



In China, perhaps more than in most countries, a brand’s age can be correlated closely with periods of the country’s social and political development. The correlation is an important context for understanding a brand’s behavior and predicting the strategic priorities that would most likely produce future success. BrandZ™ divides the brands into these three age categories: brands established before the formation of the People's Republic of China in 1949; after the PRC but before the "Reform and Opening Up" in 1978; and after “Reform and Opening Up.” Each of those periods influenced the categories and brands that emerged.



Before establishment of the People’s Republic of China



Before the “Reform and Opening Up”



After the “Reform and Opening Up”



Chinese civilization began over 5,000 years ago during the Bronze Age. Today’s brands don’t have quite that length of history, but some have substantial heritage. Tong Ren Tang, a traditional Chinese medicine (TCM), was established in 1669, during the early years of the Qing Dynasty, and Yunnan Baiyao, also a TCM, was established in 1902.



These brands were formed in the early years of the PRC when the government established SOEs (State Owned Enterprises) to build the country’s cities and infrastructure in a steady, systematized way. Brands include Construction Bank of China, which was formed in 1954 to fund state economic development plans, and the large insurance companies China Life and PICC.



With the launch of market reforms in 1978, followed by the establishment of the four original Special Economic Zones on China’s southeast coast in 1980, China invigorated its economy and intensified international trade. Many new brands, particularly in technology and consumer products, emerged during the 30 years of remarkable growth that followed these developments.



Two baijiu brands, Yanghe and Moutai, date from this period. Moutai was established in 1951, when the government consolidated several producers of China’s traditional white alcohol.



These brands include Lenovo, the PC and mobile device maker that derives more than half of its revenue from overseas sales; Haier, which sells home appliances in over 100 countries; and Baidu, the search-engine based ecosystem.



Celebrating its 165th anniversary in 2013, China’s oldest jewelry merchant, Lao Feng Xiang, was formed in 1848, during a earlier era of intense international trade. The provisional government of Dr. Sun Yatsen established the Bank of China in 1912, a year after the demise of the Qing Dynasty.



Implications: These traditional Chinese brands have demonstrated their resilience. To continue to flourish they need to constantly rejuvenate, remain relevant to customers, leverage their brand equity and continue to extend into new categories. China’s rebalancing is an opportunity for these brands to assert their relevance as consumers seek stability from the past to balance the rapid pace of change.
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Implications: Although some of these brands are over 60-years old, the government influenced their growth for much of that time. Therefore, they’re in the relatively early stages of brand building. To sustain success they’ll need to transform from product-oriented strategies to brand-building, market-facing strategies.



Implications: These brands developed rapidly and have established themselves. They’re visible and they’re purchased. To maintain momentum, these brands must create strong consumer emotional bonding and anticipate consumers’ emerging needs.
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Strategic Observation | Market Driven vs. SOE



… But market-driven brands grew faster in value…



Market-driven brands growing faster in value, but SOEs still dominate



The value of market-driven brands grew steadily during the past four years, while the value of SOE brands fluctuated.



263.4



258.6 242.4



223.9



Among the Top 50, the brand value growth of market-driven brands increased steadily over the past four years, while SOE brand value fluctuated. Over the same period, the brand contribution of the market-driven brands increased and SOE brand contribution fluctuated and ultimately declined slightly, according to BrandZ™ analysis. Brand contribution is a BrandZ™ metric of the influence of brand alone, stripped of other factors like financials. The growth of market-driven brands becomes even more apparent when the SOEs are divided into two sub-
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Competitive SOEs comprise 9 percent of the 2014 ranking. When combined with the 29 percent share held by market-driven brands, the total 38 percent of brand value begins to balance the 62 percent share of value claimed by Strategic SOEs. In addition, market-driven brands outnumber SOEs two-toone in the portion of the ranking added in 2014, with only 16 SOEs, compared with 34 market-driven brands ranked 51-to-100.



Implications: The market-driven brands in the BrandZ™ Top 100 Most Valuable Chinese Brands will continue to increase in number and value and their growing brand equity should stabilize them against economic ups and downs. China’s rebalancing, the shift to a consumerdriven economy and less government investment in infrastructure and other projects, suggests that the Strategic SOEs will need to adopt brand-building strategies



SOEs dominate in percent of total brand value…



27%



16 34



99.0



SOE Brands



Brands by Number



2014



77.9
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The brands comprising the BrandZ™ China Top 100 are roughly balanced between SOEs and market-driven brands. But SOEs continue to dominate in value.



2012



In the 2014 BrandZ™ Top 100 Most Valuable Chinese Brands, 45 SOEs comprise 71 percent of the ranking’s total value, while 55 market-driven brands make up 29 percent. But market-driven brands in the Top 50 grew 27 percent in brand value in the 2014 ranking, while SOE brand value appreciated 9 percent. Because the ranking expanded this year from 50 to 100 brands, year-on-year comparisons are possible only for the Top 50.



groups according to their focus on brand building. BrandZ™ analysis divides SOEs into Competitive SOEs (FMCG, consumer-facing brands or other brands that depend on brand contribution to compete); and Strategic SOEs, (major banks or energy companies tasked with implementing national policy).
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Market-driven brands grew at a faster rate than SOEs (State Owned Enterprises) in number of brands and brand value, although SOEs still dominate the BrandZ™ Top 100 Most Valuable Chinese Brands in total value.



... And the majority of brands ranked 51-to-100 are market driven. Over t wo-thirds of the brands ranked 51-to-100 are market driven, suggesting great growth potential.
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Source: BrandZ™ / Millward Brown Optimor
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Source: BrandZ™ / Millward Brown Optimor



...The brand contribution of market-driven brands increased... The brand equity of market-driven brands, measured by the BrandZ™ metric brand contribution, grew steadily during the past four years, while the equity of SOE brands fluctuated and ultimately declined.
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Brand contribution measures the influence of brand alone on earnings, on a 1-to-5 scale, 5 highest. Top 50 brands Source: BrandZ™ / Millward Brown Optimor



23



Part 1 |



Introduction



TOP 100 Most Valuable Chinese Brands 2014



Strategic Observation | Difference



… Today Chinese brands are equivalent in equity with foreign brands in China …



Chinese brands face the next challenge, being seen as different Chinese brands now match or exceed foreign brands in China in all the elements that comprise brand equity, except one—difference. The resemblance of the BrandZ™ Pyramids for Chinese and foreign brands illustrates this improvement. The BrandZ™ Pyramid represents the elements of brand equity, the power to influence purchase, as a hierarchy of levels. The levels are: Presence (familiarity), Relevance (meeting needs), Performance (functionality), Advantage (benefits over the competition), and Bonding (emotional engagement). The size of each level corresponds to the percent of consumers who affirm the brand’s success at that level.



The levels for Chinese brands and foreign brands in China are close in size, even identical at the top of the BrandZ™ Pyramid, for Advantage and Bonding. The remaining contrast between Chinese brands and foreign brands in China is the mixture of drivers that together comprise Bonding. Bonding measures consumer emotional engagement with a brand. It translates into brand loyalty and advocacy. Here, foreign brands in China have an edge. They’re seen as more different than Chinese brands.



Chinese brands and foreign brands in China now are roughly equivalent in brand equity strength, but Chinese brands have room to gain competitive strength in Advantage and Bonding. Chinese Brands in China 2013
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Chinese brands now face the most difficult—and commercially rewarding—challenge, developing strength at the pinnacle of the BrandZ™ Pyramid, bonding. Chinese brands, such as Baidu, have demonstrated that, with the right insight and execution, it’s possible to attain this ultimate level of brand development.



Implications: Chinese brands now must cultivate and communicate meaningful difference—a clear purpose that serves customer needs in a relevant way that distinguishes a brand from the competition and strengthens brand equity.



Source: BrandZ™ / Millward Brown



… But Chinese brands lag foreign brands in being viewed as different Seen as being well known and well priced, Chinese brands have not developed a sufficient sense of being different. Difference is one of the components of Bonding. The other components are Leadership, Fame, Price, Rational Affinity and Emotional Affinity. In a comparison of Difference, the Top 100 foreign brands in China
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Price as a driver has declined



Chinese brands have improved Presence, Relevance and Performance…



since 2009, when



The BrandZ™ Pyramid represents the elements of brand equity as a hierarchy of steps. Chinese brands have improved at every level but bonding. Chinese Brands in China 2011
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Chinese Brands in China 2012



Price



Rational Affinity
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Foreign Brands in China 2013



Emotional Affinity
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Chinese Brands in China 2013



Source: BrandZ™ / Millward Brown
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Strategic Observation | Going Global



Similarly, consideration to purchase is higher in fast-growing markets. The level is highest in India and South Africa, 45 percent and 44 percent, respectively. In the US, just over a quarter of consumers will consider purchasing a Chinese brand.



Despite challenges, Chinese brands build international presence



The reputation of “Brand China” may constrain the growth rate of acceptance and consideration.



Implications: While these challenges may impact the speed with which Chinese brands expand and find acceptance abroad, they’re unlikely to reverse the long-term trend. A country that built its modern economy on the products it manufactures is gaining a reputation for the brands it markets.



National brands can help propel products. German engineering enhances the performance reputation of the country's car brands, for example. But, fairly or not, “Brand China” too often is associated with government-run companies, safety issues and fake merchandise.



Top 20 Overseas Revenue Chinese brand builders are going global. These brands fall into two categories: market-driven organizations without government backing; and those that BrandZ™ calls Competitive SOEs (State Owned Enterprises) that depend on brand contribution to compete, although the Chinese government is among the shareholders. In contrast, companies called Strategic SOEs, in BrandZ™ parlance, drove China’s initial overseas commercial engagement because these giant enterprises—financial institutions and oil and gas companies, for example—help advance government policy objectives. The growing overseas presence of Chinese brand-building companies is clear in the BrandZ™ analysis of the most valuable Chinese brands ranked according to the percent of total revenue derived from overseas business. Lenovo, the technology company, tops the list, with 57 percent of its revenue from overseas sales. Similarly, home appliance maker Hisense gained 32 percent of total revenue from international sales. Lenovo and Hisense are Competitive SOEs.
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Brand-building firms outnumber Strategic SOEs, 11 to nine, in the BrandZ™ Top 20 ranking of brands that derive a large portion of revenue from overseas sales. The ranking includes five marketdriven brands and six Competitive SOEs, with the balance made up of Strategic SOEs—four airlines, two oil and gas companies, two banks and an insurance company.



Technology and home appliances lead categories The Top 20 ranking includes six market-driven or Competitive SOE brands in technology or home appliances, two of the categories for which overseas consumers are most likely to consider purchasing Chinese products. The brands are: Lenovo, Hisense, Midea, Gree, Haier and Sohu. Lenovo vaulted to international recognition with its acquisition of IBM’s Personal Computing Division, including the ThinkPad™ notebook, in 2005. It’s now number one in PC sales worldwide and a leader in mobile devices. Hisense, a leader in flat-screen TVs, exports to over 100 countries.



Midea has joint venture appliance production facilities in Brazil, Argentina, Egypt, India, and Vietnam. Gree, which manufactures air conditioners in China and several other countries, continued its global brand-building campaign with the Gree LED sign in New York’s Time Square. Haier brand appliances are present in about 100 countries. Sohu is one of China’s leading Internet brands with a portal that includes popular games.



Challenges of awareness and consideration Chinese brands expanding internationally face two fundamental challenges: (1) building awareness and consideration of Chinese brands among overseas consumers; and (2) changing the overseas perception of “Brand China.” Only 20 percent of consumers worldwide can name a Chinese brand, according to Millward Brown’s 2013 Going Global Study. Awareness is higher in fast-growing markets. Awareness of Chinese brands is highest in Brazil, 29 percent, and lowest in the US, 6 percent. Awareness grew fastest in India, where the level is 22 percent.
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Data source: BrandZ™ / Millward Brown Optimor
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… The level of consideration varies by category Overseas consumer are most likely to consider Chinese brands in the computer/technology or home appliance categories.



Computer/Technology



Overseas awareness of Chinese brands is low…



Home Appliances



Awareness of Chinese brands, low worldwide, is higher in fast-growing markets.
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Source: Millward Brown 2013 Going Global Study
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… But overseas consumers will consider purchasing Chinese brands …
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In fast-growing markets, where consumers have more experience with Chinese brands, a higher proportion of consumers will consider purchasing them.
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% of consumers who will consider purchasing a Chinese brand Source: Millward Brown 2013 Going Global Study
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Strategic Observation | Trust



Following years of erosion, trust in brands stabilizes Trust in brands has stabilized. After several years of steady decline, consumer trust in Chinese brands improved slightly in 2013, and trust in foreign brands in China remained flat, according to BrandZ™ analysis. Trust levels declined worldwide after the global financial crisis of 2008 and 2009. In China, dangerous levels of air pollution, food safety scandals and other problems exacerbated that global trend.



Successfully remediating problems and restoring trust is critical to China’s social and economic rebalancing. Trust is part of the foundation of a marketdriven economy in which brands play an important role helping consumers discriminate among products and services that provide benefit and those that potentially can cause harm. Market-driven brands predominate in the BrandZ™ Top 10 ranking of trusted Chinese brands.



Implications: Brands that cultivate trust can help advance— and gain advantage—from China’s economic transformation. That requires brands to be transparent, revealing problems when they happen, addressing them quickly and communicating often in social media and other channels. These initiatives, which serve consumers and the national welfare, also strengthen brands.



While all of the health and safety issues haven’t been resolved, the Chinese public seems more assured that both the government and business are addressing problems. Trust hasn’t rebounded, but it’s no longer declining.



The Top 10 Trusted Chinese Brands in China Market-driven brands predominate in the Top 10 trusted brands ranking. Brand
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A BrandZ™ Trust Index score of 100 is average.



Trust in brands has stabilized



Source: BrandZ™ / Millward Brown Optimor



After several years of erosion, consumer trust in brands stabilized in 2013.
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Strategic Observation | Media Spending



Media spending by all brands in China continued to rise



As all brands increase spending, the leaders invest in multi-media



Media investment increased for all brands, dominated by television spending.
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All brands in China increased their media investment at a steady pace over the past three years, another indication that China’s rebalancing and market economy is stirring competition.



Both the BrandZ™ Top 100 Most Valuable Chinese Brands, and Chinese brands overall, relied on a variety of media, with television dominating a mix that included Internet, outdoor, print, radio and TV.



The BrandZ™ Top 100 Most Valuable Chinese Brands grew at a slightly faster rate with media spending reaching RMB 51 billion ($8.4 billion) in 2012. Spending by brands in China overall totaled RMB 204 billion ($33.5 billion) in 2012.



The Top 100 Chinese brands also were more likely to use an integrated multi-media approach for brand communication, with 84 percent using four or five media channels, compared with 56 percent among other brands in China.



Media spending by ownership, SOE vs. market-driven brands, was comparable. The 45 SOE (State Owned Enterprise) brands in the BrandZ™ Top 100 Most Valuable Chinese Brands spent RMB 26 billion ($4.3 billion) on media, while the 55 market-driven brands spent RMB 25 billion ($4.1 billion). Where the brands spent their media investment diverged slightly, with the market-driven firms dedicating 15 percent to the Internet compared with 7 percent by SOEs.
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Source: CTR Media Intelligence / Millward Brown (6,000 brands in China) Media spending includes Internet, Outdoor, Print, Radio and TV.



The Top 100 brands used more media channels than other brands overall The Top 100 were more likely to use an integrated multi-media approach to brand communication, with 84 percent using four or five media channels, compared with 56 percent by other brands. 1 media channel
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Media spending by ownership, SOE vs. market-driven brands, was similar.
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Media spending by the Top 100 Most Valuable Chinese Brands reached RMB 51 billion ($8.4 billion) in 2012.



11%



The Top 100 SOE and marketdriven brands spent equally on media



RMB



26 Billion 4.3 billion



RMB US$



7% Internet 93% other Media



5 media channels



Top 100 Chinese Brands



Channels



SOE Brands



Internet



Other Brands



Outdoor Print



Internet



27%



Outdoor Print Radio



29%



TV



2010



2011



Source: CTR Media Intelligence/ Millward Brown Media spending includes Internet, Outdoor, Print, Radio and TV.
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2012



We refer to 5 medias: TV, Radio, Print, Outdoor and Internet



Source: CTR Media Intelligence / Millward Brown (2012 data) Media spending includes Internet, Outdoor, Print, Radio and TV.
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Market-driven Brands Source: CTR Media Intelligence / Millward Brown (2012 data) Media spending includes Internet, Outdoor, Print, Radio and TV.
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Take Aways



Our insights and actions for building brand value in a rebalancing China Meaningful difference is key to building strong, high-value brands in China. - Be different. With investment in marketing communications and their extensive retail presence, Chinese brands have caught up with foreign brands in terms of their sheer presence and salience. However they lag behind in a crucial element of brand equity— being meaningfully different. Being meaningful is important because it helps create an emotional bond between a brand and its customers. And being different ensures that a brand stands out in how it uniquely benefits the customers’ lives. - Act your age. Our analysis divides brands into three groups, according to age: brands born before the formation of the People’s Republic in 1949; brands born in the years leading to “Reform and Opening Up” in 1978; and brands born during China’s 30-year growth spurt. The senior citizen brands, born before the PRC, have heritage and respect but may need reinvention. Brands driven by government investment during the early years of the PRC may need to be weaned from dependence in order to develop a taste for brand building. Brands propelled by the past 30 growth years need to perform a reality check, make sure they still understand customer needs, and then refine the attributes that will sustain brand momentum. 34



- Value heritage. Not long ago in China, most everything old was bad and most everything new was good. The verdict today is less unequivocal. Some of the new— excessive energy consumption and development —creates pollution. And some of the old— the teachings of Chinese sages— provides stability and guidance. Established brands need to make their heritage relevant. Recent brands need to offer something more than new and shiny. Points of difference will follow.



The government’s rebalancing agenda touches all brands and categories. - Forget the past. The culture of lavish spending that drove sales of baijiu, the white traditional liquor, and other products, is over, at least for now. The government is discouraging excess and consumers are adjusting priorities. People haven’t lost their fondness for luxury, but luxury alone sometimes isn’t enough. Achieving personal satisfaction can be more important than impressing friends and neighbors. Brands need to present their products and services in ways that that respect this attitude shift. - Lose the label. Revised government priorities mean SOEs (State Owned Enterprises) that implement national



strategies, and the banks that finance them, will compete in a market economy. In a market economy, the label—SOE or market-driven— doesn’t mean as much as a strong brand. SOEs retain advantages of scale and connections. But, whether owned by the government or an entrepreneur, all brands need to focus on the same prize—the customer’s loyalty. - Advance the dream. The “Chinese Dream,” still being formed, can be a powerful statement of national volition that shapes the goals of the country and its people. It asserts that the enterprises of a country’s citizens are not random activities. Rather, they serve a collective purpose that, as it’s achieved, raises people individually and the nation as a whole. When a brand advances the dream it also elevates the brand and the business.



Consumers are rebalancing, too. - Understand new priorities. China’s rebalancing is not only about government rebalancing initiatives. It’s also about consumers rebalancing priorities: life and work; excess and moderation; material possessions and experiences. Be sensitive to this shift, to how your brands can serve changing consumer



desires. And be alert for potential opportunities as new priorities inspire new categories. - Earn trust. The decline of trust in Chinese brands has stabilized. But trust won’t rebound automatically. It will need to be earned with actions that demonstrate transparency and a brand’s commitment to the welfare of its customers and to the wider society, not only to itself. Being trusted is good and it’s also good business. - Sustain trust. Consumer scrutiny will be higher in categories where trust levels were lower. In food, for example, the usual considerations—what’s the price? how does it taste?—will still be important. But consumers will ask other questions: what are the ingredients; are they healthy; how and where was the food sourced and how was it processed? For brands that answer positively and honestly, trust can be a powerful differentiator.



Acceptance of Chinese brands is increasing at home and abroad. - Go west. The government will continue to promote urbanization to sustain economic growth, more evenly distribute wealth, and improve living standards and buying power throughout the country. Since the East is about as urban as it’s going get, focus shifts to the middle and Western regions of China. There’s a lot



of potential for brand building in the hundreds of second, third and fourth tier cities. Many are becoming conurbations with a core city of several million people surrounded by towns and villages connected by roads and public transportation. Consumers in these places have less access to brands. But they’re aware of brands and desire them, because of the Internet. These cities are the next frontier for brand growth. - Look abroad. If you’re planning to expand abroad in the future, start planning your itinerary now. International expansion takes understanding and investment of time and money. It’s not for all brands. But it is increasingly an option for many Chinese brands. Especially in fast-growing markets, acceptance of Chinese brands and consideration of purchase, are gradually increasing. Once international expansion reaches its tipping point, lines at the departure gate to many destinations will be long. You’ll want to arrive early. - Support “Brand China.” Every Chinese company that expands internationally can provide more reasons for overseas consumers to consider purchasing a Chinese product or service—or not. Every brand that expands abroad can burnish the reputation of “Brand China” and help increase acceptance of Chinese brands— or not. Be an ambassador, for your brand and for “Brand China.”



Communication is vital in the world’s most digitally connected society. - Think digital. China is the world’s fastestgrowing e-commerce market. Over 42 percent of Internet users shop online. Digital media can create two-way communication between brands and consumers and drive brand relevance. Digital is not an add-on in China. It’s the center of an omni-channel strategy. - Be mobile, and more. With 1.2 billion mobile phones in China, mobile is the fastest and most direct way to reach consumers. But it’s not the only way and it’s not always the best way. Consumers may be annoyed to receive a mass ad on a personal device. Most brands need a comprehensive communications program for delivering their messages. - Be human. It’s fine to be all over social media and present on every mobile device a consumer owns. But mobile is an intimate medium. The messages need to be sharp and break through the clutter—all of that. But mostly they need to touch another human being. - Seek advocates. And look for them in unusual places. People from rural China who migrate to the cities for work and then return home for holidays don’t return home empty handed. They bring gifts, information and opinions. They can introduce an entire village to the latest products, services and brands.
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Lower Tier Cities



Enormous opportunities await in China’s towns, villages and smaller cities



Theresa Loo National Training Director Ogilvy & Mather China [email protected]



o help comprehend a country as large as China, with over 1.3 billion people inhabiting a land area that stretches across Asia, marketers often categorize cities according to tiers, which are roughly based on size, population and economic development. Until now most attention has been focused on the Tier 1 cities like Beijing, Shanghai, Guangzhou, and Shenzhen. But there are pockets of wealth and buying power scattered across the country in third and fourth tier cities. These cities are smaller, but many are the faster growing markets of tomorrow. Foshan in Guangdong Province in the south, and Wuxi in Jiangsu Province near Nanjing, are both third tier cities. But small is relative. Each city is home to about six million people. And their affluence rivals those of consumers in Tier 1 and 2 cities. As marketers expand into lower tier cities, there are a few things worth considering.
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Development in lower tier cities In the past, third and fourth tier cites were often isolated. In the 11th Five-Year Plan in 2005, the government had zoned 11 city clusters to promote tighter economic collaboration between big cities and smaller cities within the clusters. One of the factors forming city clusters is transportation infrastructure, with highways and high-speed rail linking core cities together. For example, high-speed rail will soon shrink the roughly 200 miles between Hohhot, Ordos and Baotou, in Inner Mongolia, into a one-hour commercial circle. Not only are the distances between the three hub cities reduced, the route also connects other third and fourth tier cities as well as towns and villages. These towns and villages are now focusing many of their commercial activities and consumption behaviors around the hub cities. A mother in Ulanqab City, a surrounding third tier city, may bring her son to Hohhot, a second tier city, for KFC once a month. For her, it is only a day trip and she enjoys the shopping malls of Hohhot as much as her son enjoys



KFC. Clustering also allows lower tier cities to benefit from the flow of talent and skills from nearby larger cities. A piano teacher from Ningbo, a municipality with independent planning status in Zhejiang Province, could drive for an hour on the highway every Tuesday to Shangyu, a fourth tier city, to teach five students to play the violin.



The segmentation of lower tier cities Consumers of third and fourth tier cities are still at the initial stage of brand consumption, which is characterized by a strong desire to consume, but a lack of brand knowledge. Brand loyalty tends to be low. The homes of consumers from third and fourth tier cities contain a mix and match of international, local and shanzhai, or fake, brands. These consumers also display interesting transition behavior, adopting new products and brands while keeping some of the old.



There are at least three distinct population segments in third and fourth tier cities: middle and affluent classes (MAC); general mass consumers; and migrants, rural people who move to cities for work. The following example is over simplified to clearly illustrate the differences in consumption behavior among the three segments: each member of a MAC family wants his or her own personal brand of liquid shower gel; the mass consumer household is looking for a better liquid shower gel that the entire family can use; while the rural migrants still use soap bars.



The rising middle class and the affluent A large number of consumers in lower tier cities are rising to MAC status for the first time. A rough estimate is that by 2020, two-thirds of the MAC population will live in lower tier cities. MACs have high expectations of their own future, and they will strive for all kinds of transformations in their lives. The desire to transform, for example, is expressed in consumption and trading up to better brands and products, especially for discretionary items such as home decoration, appliances, apparel, and travel.



Often MACs have worked and lived in Tier 1 and 2 cities for a period of time. Inspired by that experience, some of them move back home to start their own businesses. Many of these businesses, such as spas, health clubs, fancy hair salons, are new ideas for lower tier cities. MACs are often the trendsetters in their markets.



The general population of mass consumers The general mass consumers are more traditional and conservative in their consumption. They are in the early stages of satisfying their desires for goods and services that exceed basic needs or that fulfill functional needs at a higher standard. Many are trying new categories or new products— perhaps fabric softener or ice cream mooncake—for the first time. They advance into middle class status together with a social circle of friends. Since China is mainly a collectivist society, when their social circle graduates to a certain consumption level, everyone in the group tends to do the same to save face, or maintain respect. Take a group of 13 friends in Jungar Banner, a fourth tier city in the North, for example. One day, one of them says that she wants to get a driver license. The next thing you know, all 13 friends enroll in a driving school.



Rural residents who migrate to cities People from rural areas do not travel very far from their land and end up in surrounding third and fourth tier cities, where they are often among the poorest inhabitants. However, other than spending in the cities where they work and live, they also stimulate spending in their homes in the rural areas. Some of what they earn, they send back home. They care a lot about face, so when they go home, they tend to bring new and better products back. Although they do not earn a great deal, their consumption is not entirely of low end products. With the right marketing mix, these consumers can help drive scale in third and fourth tier markets. Marketers need to understand lower tier cities and the clusters of towns and villages that surround them. These places will be the fastest growing markets over the next few years and their inhabitants will drive brand growth.



Ogilvy & Mather is one of the largest marketing communications companies in the world, providing a range of marketing services. www.ogilvy.com
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Insights for marketing in lower tier cities



Definition



1. Leverage synergies within city clusters.



City Tiers



Clusters are defined not only by income and geographic location, but also by economic links and social/cultural similarities. Over time, similarity in consumer attitudes and preferences will also develop. Clustering provides a sizable market with consumption power across a wider geographical area connected by an efficient transportation system. Marketers should leverage synergies in marketing, sales, distribution channels, and even supply chain within the cluster.



2. Improve segmentation and positioning.



For over 2,000 years, since the Qin Dynasty, China’s rulers have attempted to organize the vast territory into a hierarchy of political entities. The government today divides the People’s Republic of China into five administrative divisions roughly based on geography and population: province, prefecture, county, township and village. Separately, and with some overlap, an unofficial system organizes cities into tiers, based in part on size but mostly on economic development. The tier system is not definitive. Low tier cities in include high-income people, for example, and cities shift tiers as they change in size. This fluidity, along with China’s size and diversity, make it impossible to create a perfect system for categorizing the nation’s cities. Despite its shortcomings, the tier system is a useful classification devise for companies attempting to understand and do business in a country as sprawling as China. Research by Millward Brown compares the city tiers by Internet penetration, for example. The research highlights the disparities within China, and the opportunities.
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Marketers need to do better segmentation, targeting and positioning. They then need to come up with a more diverse portfolio of brands and sub-brands to meet the needs of the different consumer segments in third and fourth tier markets.



3. Act as a role model.



Tier 1 Municipalities Beijing, Shanghai, Guangzhou, Shenzhen



4



No. of Cities



56.3% Internet penetration



Tier 2



32



Provincial capitals (mostly)



47.5% Internet penetration



No. of Cities



Tier 3 Prefecture level cities



No. of Cities



238



32.4% Internet penetration



Tier 4 County cities



No. of Cities



383



27.7% Internet penetration



Brands should be role models for consumers in third and fourth tier cities. Marketers need to understand the values and lifestyles of their target audiences. Then they need to highlight the qualities of their brand’s culture that resonate with consumer desires for more innovative and sophisticated products and services. For discretionary products, communication campaigns should match the consumers’ definition of success and esteem.



4. Reassure consumers. At some point, consumers in lower tier markets, especially the younger ones, have struggled with the question of whether or not to migrate to a first or second tier city. Reassuring consumers that they have access to most of the offering available in larger urban centers is a way for brands to win their hearts. Brand communication can be a means to help consumers close the city tier gap by bringing them up to date via social media and e-commerce.



5. Harness word-of-mouth to work for brands. Peer pressure and word-of-mouth have an outsized influence and importance on what consumers of lower tier markets buy. Cultivate grassroots brand ambassadors to speak for your brands. Also engage celebrities to help promote the brand both online and offline.



6. Educate consumers about your brand. Consumers in third and fourth tier cities are less sophisticated about brands and products than the inhabitants of large urban centers. However, they do less research before purchasing than big city consumers. Brands that are willing to invest in educating consumers may win big.
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Rebalancing



Achieving work-life balance must respect family traditions s more Chinese seek and find better work-life balance, there are increased opportunities for marketers to cater to their new lifestyles. However, brands need to understand that the Chinese are not simply adopting Western ways—because their culture informs their new behaviors. China’s remarkable economic growth has come at a cost. Economic indicators assure us that the future looks bright and the Chinese feel the same way. But while their life is getting better, it’s still not much fun. The latest JWT AnxietyIndex, a quantitative study conducted in 27 countries, shows that although the Chinese have concerns, overall they are among the least anxious of all nations surveyed. However, the Chinese ranked only 18th for “Very Happy.” www.anxietyindex.com



The JWT study, “Meet the BRIC Millennials” helps us understand why. Published in September 2013, it shows that while believing that the future looks bright, Chinese feel considerable stress on a number of fronts. The main factors are: pollution, food safety, jobrelated issues, stresses of city living and difficulty in achieving a worklife balance. Fully 72 percent of Millennials in China reported difficulty in achieving a work-life balance. This has particular relevance because it brings into conflict their dominant personal value, “protecting the family” and their dominant values type, which is “achievers,” according to the Roper 2013 “Market Brief for China.” Of course, being an achiever helps protect the family, but ambitions for their future are so high and competing in the workplace to achieve this so tough, that the resulting demands on people’s time are unacceptable. In fact, the Chinese “Would rather have more time than more money” (40 percent versus 29 percent globally), according to Roper.



While protecting the family is important, over 90 percent of Chinese Millennials believe it also is important to hold onto family traditions. Indeed, they feel that achieving better balance in life should respect not just the wishes of family members but also friends, bosses and workmates. They also have new attitudes about work and money: fully 90 percent of Chinese Millennials agree that, “The best measure of wealth is having a job that you like.”



Evidence of change Of course, new attitudes do not always drive new behaviors. So, what is the evidence that change is actually happening? - First, greatly improved personal economic circumstances now enable a more satisfactory tradeoff of work time for family time. Chinese don’t need to work as long and hard as before. - Second, adult education statistics show that many Chinese are now choosing to advance by working smarter rather than simply working longer. - Third, expenditure on leisure products and services has surged.
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Timothy York Head of Planning JWT Shanghai [email protected]



SUVs have become the fastestgrowing segment in the China new vehicles market. Strategies employed by JWT for Ford’s new SUVs have utilized insights based on finding balance in life. The online video for Ford’s EcoSport SUV features a young Chinese man who speaks candidly about pressures from family and work and finances. His “dream” car is a realistic choice: one that balances competing expectations—of his parents, girlfriend and boss, within a budget. Life isn’t perfect, so the key to balance is smart, real-world thinking, not dreaming. China outbound travel is estimated to reach 95 million trips in 2013, according to the China Outbound Tourism Research Institute. And the reasons for travel are directly related to achieving a more balanced life. The first trip is driven by a need to escape, to break away from the demands of daily life to experience a new country. This was successfully exploited by JWT’s American Tourister luggage campaign, which liberated young adults who want escape from their stressful life to be free to explore. Later trips are driven by the need to unwind, to recover from the rigors of daily life. To restore, not explore.



The quest for and achievement of more balance is also evidenced by increased interest in other leisure pursuits. China leads the other BRIC countries in willingness to invest in playing a sport, learning a musical instrument and learning to paint. The quest for balance in life is endemic in successful economies, but similarities between China and the West only go so far. Chinese culture and the values it sustains are unique. The West has shown that more balance in life is possible, but the Chinese are achieving this in their way, adopting new behaviors, certainly, but behaviors that continue to respect traditional Chinese values.



JWT is the world’s best-known marketing communications brand. The agency opened its first offices in Asia Pacific in 1929, and today has more than 3,000 employees spread across 18 countries in the region.



Insights about Chinese approaches to work-life balance 1. China is among the least anxious of nations, but Chinese are not happy with their daily life. 2. Among China’s Millennials, 72 percent feel that difficulty in achieving a work-life balance is contributing to stress. 3. China has the largest incidence of the “Achiever” values type of any nation. 4. Protecting the family is the dominant personal value of the Chinese. 5. Nine in 10 young Chinese want to hold onto family as the central and most important aspect of their lives. 6. Marketers seeking to capitalize on China’s quest for work-life balance need to understand this in its broader cultural context.
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Going Global



Market-driven brands transforming “Brand China”will soon exert global impact Theresa Loo



Jane Liu



National Training Director Ogilvy & Mather China



Research Manager, Analytics & Insight MEC China



[email protected]



[email protected]



ost Chinese brands, despite having relative successes in the global arena, are not known by overseas consumers. In fact, Millward Brown’s 2011 Going Global Study revealed that 83 percent of consumers outside of China could not name a Chinese brand. This could soon change drastically. In the first quarter of 2013, the share of overall investment of overseas mergers and acquisitions by Privately Owned Enterprises (POEs) was 55.8 percent, surpassing that of State Owned Enterprises (SOEs) for the first time.



According to the Chinese Ministry of Commerce, outward foreign direct investments by Chinese companies will likely rise by 15 percent annually through 2020.



When Chinese SOEs go global, they are often seen as potential national security threats to host countries and are met with political resistance. In comparison, POEs are given more leeway and can avoid some of the political pitfalls. Therefore, when POEs start going global en mass, they will pick up speed a lot faster.



Consumers are willing to pay more for products from countries that they perceive favorably or as having the expertise to produce those products. Typical examples are perfume from France and timepieces from Switzerland. The nation brand operates like a halo and can have a powerful effect on
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In order for Chinese brands to succeed in international markets, both “Brand China” and individual Chinese brands have to cultivate stellar images. There is an interaction between the two, with each complementing the other. Overseas consumers, who are not familiar with a country’s brands/ products, tend to infer quality from the country’s image.



how consumers evaluate its brands/ products in foreign markets. To this end, China is putting in much effort to change the world’s perception. The "Experience China" advertising debut in New York City’s Times Square in 2011, the hosting of the Beijing Olympic Games in 2008 and the Shanghai World Expo in 2010, are all efforts to build up “Brand China” in the international marketplace. Conversely, corporate/product brands also contribute to and affect the image of the nation brand. The quality of the products and services provided by these brands affects how foreign publics perceive the nation brand itself and other corporate/product brands from the nation. Once a good number of brands/products from a country are introduced into a foreign market and consumers have repeated interactions with them, consumers will abstract their quality and use this understanding as a summary



construct to evaluate other brands/ products from the same country. This was what happened to “Brand Japan” and Japanese brands in the 1970s and 1980s. When brands such as Sony, Toyota and NEC grew to be reputable international brands, they made consumers worldwide reconsider their stereotype of Japan as a defeated nation after the Second World War and a maker of inexpensive and low quality products.



The changing image of “Brand China” and Chinese brands The successes of Chinese pillar brands, such as Huawei, Lenovo, Haier and Hisense are slowly changing the image of “Brand China” in the minds of international consumers, a trend that will accelerate as more POEs go global. Furthermore, Chinese brands are no longer just in the low end of the value chain. They are increasingly a force to be reckoned with in high-value sectors that western corporations dominated in the past. One example is clean energy. China is making steady progress toward becoming become the world’s largest solar power generating country. Chinese luxury brands are also going abroad. Bosideng moved into the premium end of fashion and opened a flagship store in the exclusive Mayfair neighborhood of London right before the opening of the London Olympic Games. ShangXia, albeit a sub-brand of Hermes, is born and bred in China and opened a store in Paris in September 2013.



E-commerce and digital media have opened the floodgate for a new generation of “born global” entrepreneurs. Xiaomi mobile phone was founded in 2011 and is positioned as the Apple for less developed countries. It sells via its own website and social networking sites. Tyvek Light Wing shoes, made out of paper by UT.LAB, achieved its funding goal 21 hours after launching its concept on kickstarter.com. The company is at the vanguard of Chinese global start-ups. “Brand China” and Chinese brands are poised to take the global stage by storm. Whereas in the past, Chinese brands relied on “Brand China” to act as a halo, nowadays individual Chinese brands are building up their own brand awareness and brand image internationally. They were just a cacophony before, but with all the activities building up to a critical mass, they will come together in a symphony sooner or later. If they get more inspired direction by the government, big corporations or trade associations and apply some of the best practices in international branding, we will see more Chinese brands making it into the BrandZ™ Top 100 Most Valuable Global Brands ranking in the near future.



Ogilvy & Mather is one of the largest marketing communications companies in the world, providing a range of marketing services. www.ogilvy.com MEC helps advertisers explore what’s possible, inspiring and guiding them to the optimum solution for their brands. Services include: media planning and buying, mobile, digital and more. www.mecglobal.com



Insights for Building “Brand China” 1. “Brand China” needs to be managed. Brand China needs to be given a clear positioning, so that individual Chinese brands or entrepreneurs can all focus their actions toward a similar direction whenever possible. 2. The nation brand should reflect the spirit of its people. If “Brand China” can find national values that capture the spirit and mood of the nation, then citizens, entrepreneurs and corporations can join in to live and exemplify these values in their day-to-day activities. When both the public and private sectors spearhead a multiplicity of messages that all say the same thing, it is a powerful force. 3. Trust is vital for the “Brand China” personality. China has a credibility deficit in the international arena. Therefore, trust is the most important brand personality characteristic for “Brand China” to embrace. 4. Be consistent in the branding message over time. Brand building or brand repositioning are long haul journeys. The nation’s actions have to be consistent over time for the foreign public to believe the promise of “Brand China.” Every brand/product going global has the responsibility to be trustworthy and socially responsible, so as not to sully the image of “Brand China.” 5. Crisis management is an integral part of building a nation brand. With digital media, a badly handled coal mining accident in a remote area of China can become an international talking point. A crisis management plan needs to be in place as part of the branding strategy of “Brand China.” 45
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E-commerce



It’s time for brands to establish their own e-commerce sites



Sue Pratt Head of Marketing Salmon [email protected]



Be aware that existing e-commerce “rules” most likely won’t apply. here’s a Chinese proverb that says, “I hear and I forget; I see and I remember; I do and I understand.” It’s a useful reminder for brands that are reviewing the burgeoning Chinese e-commerce market and considering their next move. There’s been much conjecture about both the pitfalls and merits of e-commerce in China. Brands have been able to dip their toes in the marketplace from afar, assessing e-commerce viability via established commerce platforms and online marketplaces such as Taobao, Pai Pai and Tmall. Yet to truly understand the Chinese consumer and the digital economy it’s time for brands to go further. As the proverb suggests, it’s imperative that brands “do” business in China to genuinely “understand” e-commerce in China. As such, it is time that leading brands launch their own B2C e-commerce sites.



Internet Network Information Center (CNNIC), a government source. In other words, China’s e-commerce audience is larger than the population of almost every other country, but it’s less than one-fifth of China’s population of over 1.3 billion.



Brands in China are still witnessing an e-commerce marketplace in its infancy. But the infant is big and growing fast. China ended 2012 with 242 million online shoppers, a year-on-year increase of almost 25 percent, according to China



Beyond the hype and statistics that surround e-commerce in China, how should brands begin to exploit the e-commerce opportunity in China? Here are my tips aimed for brands looking to successfully deliver their own direct e-commerce presence in China.
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These are enticing numbers. However, it’s important to understand that this isn’t simply a gold rush where every brand will be successful due to a huge population and hockey stick shaped e-commerce adoption rates. A backdrop of complex cultural, political and geographic factors requires understanding. Brands can’t hope to expand (or enter) the Chinese e-commerce market without giving serious consideration to their strategy, technical infrastructure and the means by which they aim to execute effectively locally.



Getting the right products to the right customers at the right time and for the right price is not peculiar to e-commerce in China. But e-commerce is different in China. Around 50 percent of the country’s population lives in rural areas. It will take many years and several transitions for the economy to become consumer-led and for the income gap between rich and poor to shrink significantly. Because the e-commerce landscape is changing so rapidly in China, be super analytical in your e-commerce operations straight away. Start gathering and acting on consumer data immediately.



Build trust. Against a backdrop of fake products, fake stores and replica labels there is widespread mistrust and a fear of counterfeiting and fraud. This is in contrast to a general appetite and appreciation for prestige brands. Therefore, develop a channel strategy that embraces China’s existing and popular commerce platforms, even as you develop your own direct presence. Use every conceivable means and sales channel to build trust for your brand with potential buyers.



Deliver first-class service. Chinese mainland middle class consumers are concerned with product and service quality rather than prices, according to a survey conducted by the Hong Kong Trade Development Council. Implement interactive live help functions and integrate contact center tools with your e-commerce platform and operations from day one. Be certain to ensure that your customer services span browse, payment, shipping and post-sales support.



Organize marketing, sales and logistics to reach the full market. It’s estimated that 75 percent of China’s affluent middle class lives in so-called lower tier, smaller cities. These are places that most people outside of China haven’t heard of, but whose populations are large. There are over 175 cities in China with more than one million people. Often residents cannot gain access to the brands they crave, other than via the Internet; so they increasingly shop online. And they expect fast delivery of goods. So get your mix of logistic and fulfillment partnerships spot on, including cross-border delivery networks and local delivery partners.



Develop a differentiated customer experience. While thinking globally, act locally. Maximize cultural integration. To reach a global audience, many brands are using Chinese spokespersons in their wider marketing communications; Nike's sponsorship of champion hurdler Liu Xiang being an obvious example. But brands should ensure their technology decisions support local culture and local buying behavior as well. For instance, payment preferences are very different, with Alipay, Union Pay and also cash-on-delivery prevalent. Additionally, locate sites inside the China firewall for access and performance benefits. Lean on local service providers that have access to China’s e-commerce ecosystem and have them ensure you have the appropriate legal authorization and licensing in place. Be aware of China’s content and filtering regulations too.



Tailor the e-commerce experience for Chinese shoppers. Adoption of multichannel and cross-channel shopping is low compared to the US and Europe, so innovative experiences should be built around mobile and social. Brands in China are experiencing rapid mobile and social e-commerce growth trajectories. China still has a relatively poor Internet infrastructure and both filtering and monitoring are widespread. Brands should seek service providers with a strong blend of technology specialists, online traders and online marketing experts.



Salmon is a highly innovative e-commerce digital agency whose commitment to on-time, on-budget project delivery is increasingly embraced by the leading names in retail, wholesale and manufacturing. www.salmon.com
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Social Media



Challenge convention, commercialize social, “show me the money” Gareth Ellen



Nicky Szmala



Regional Planning Director, Asia Pacific Geometry Global



Research Manager, Analytics & Insight Geometry Global



[email protected]



[email protected]



e love the social media landscape visual published earlier this year by WPP sister company and social media specialist CIC. It is both inspiring and daunting at the same time. Inspiring because it illustrates in one chart the myriad platforms, apps and other options for building brands through social channels in China. Daunting because the social media possibilities in China are about five times greater than in other markets. This fragmentation makes marketing decision-making even more complex. And in the face of this complexity our fear is that we’ll revert to what we know best rather than what is best for our brands. CIC chart: http://www.seeisee.com/ sam/2013/04/02/p3682
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We read recently that 80 percent of brands in Asia investing in social media are doing so to support content reach and awareness objectives. Only about half as many brands focus on sales or lead generation. We would argue that the time is right to redress this balance. Not to say that awareness-driven programs are less important. The argument here is that we need to challenge ourselves. To do more – challenge our approach. To be more – add value and services. To achieve more – deliver direct revenue. The Google Re:Brief project taught marketers a great lesson in how to utilize digital tools and channels. The project invited people behind some of the classic ads of the “Mad Men” era to create solutions for the digital era. These people championed innovation and imagination and challenged the simplistic re-shaping of existing marketing communications that has produced the uninspiring wallpaper that clutters the Web.



The explosion of social media in China has created a similar dilemma—a lot of clutter, a lot of places for our customers to look. With so many options, our challenge is to make sure we do not complacently “be” where our consumers and shoppers are; we must provide value, deliver services, and ultimately focus on hard returns.



The WeChat example of commercial focus A perfect example of this commercial focus is the acceleration and success of WeChat, Tencent’s mobile text and voice communication service. It has quickly become the darling of China’s netizens and brands alike. So what is the pot of gold at the end of this particular social media rainbow? WeChat appears to have recognized that there is financial life beyond paid advertising. It has already made significant returns from the monetization of gaming and virtual goods within its system, but it’s the tools on offer to brands that this team finds most interesting. The “mobile first” ethos of the platform inherently makes this an application ready for activation and shopper marketing related activities. There are three particular features that will support a more commercially driven approach to brand building.



1. Commerce and service: WeChat is driving adoption of its own commerce of course, but the tools available can be utilized in other ways. Take for example the scan feature, which enables shoppers to launch price comparisons from multiple e-commerce platforms by scanning product barcodes or QR codes. Or the direct commerce links that brands are already using in support of flash sales. We could see these tools being used to activate product sampling, to enable event bookings for a brand’s most valuable customers, or to rewire existing purchase paths beyond traditional channels.



2. LBS (Location based services): For shopper marketing this can be the perfect combination of context and content. Building on our first point, the addition of LBS will ensure brands are able to be laser focused – targeting specific retail channels or productive locations that merit support, rather than inefficiently blanketing all markets and shopper segments.



3. Open API (application program interface): This enables our ability to integrate data from existing customer databases to extend legacy CRM programs and provide personalized messaging and offers in an increasingly relevant manner. This “super app” nature is interesting for us from an efficiency perspective. We no longer need to build significant client infrastructure, we can build on top of the publishing and other services provided by WeChat.



A cautionary tale: We sat with a marketing leader recently who said brand staff across her organization had rushed to set up WeChat publishing accounts. They were taking approaches undifferentiated from other social channels and had little appreciation of the commercial value of their endeavors. This is a lesson for us all. Understand the value a social application like WeChat can bring to your business and utilize it for what it does best. Do not replicate approaches from other channels for fear you may push away the very people you were trying to engage. A successful example can be seen in China Merchants Bank, which has integrated WeChat into its payment, information, and account services. The key take aways are: (a) appreciate the value of applications like WeChat and the others that appear in the CIC social media landscape visual; and (b) treat them with the imagination and business acumen of the creative teams that participated in the Google Re:Brief. In these paragraphs we can only scratch the surface of the opportunity. The exciting thing is that providers like WeChat are equally inspired to work with brands on commercial models and ways of operating that can deliver deeper and more productive consumer and shopper relationships. These are tools that will help marketers go beyond their awareness objectives towards a more balanced approach to utilizing the array of platforms in China in support of programs throughout the purchase decision journey. Chris Hu and Calvin Yeap contributed their insights to this article.



Geometry Global is the world’s largest activation network www.geometry.com
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Mobile



Leveraging mobile’s personal and complex potential requires deep understanding obile truly arrived in 2013, as part of the marketing mainstream for brands looking to grow across China. This development was driven by the explosion in numbers of smartphones, coupled with the rapid development of 3G, 4G and Wi-Fi networks that allow consumers to fully utilize the capabilities of their devices. In China, mobile has become the primary route into the online world. Coincident with the expansion of mobile usage has been the rapid uptake of tablets. By the first quarter of 2013, the overall usage rate of tablets across tier 1-to5 cities was already 30 percent, according to Millward Brown’s tablet video research. This means that there are now at least 94 million tablet users in China – predominantly in higher socioeconomic groups.
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Much of the excitement around mobile marketing has been about influencing purchasing behaviors. The juxtaposition of rapid growth in Internet access in China with the undeveloped physical retail environment across much of the country has driven rapid growth in e-commerce. It is estimated that e-commerce, as a share of retail sales, is roughly equivalent to the US, at 6-to-7 percent. But e-commerce in China is growing at an annual rate of 85 percent compared with 10-to-15 percent in the US. This confidence in shopping online is translating into a willingness to use mobile devices for purchasing, too. In 2012, 13.2 percent of the 420 million Chinese using their mobiles to go online had shopped online using their devices— an astounding 136 percent increase over 2011, according to the China Internet Network Information Center (CNNIC), a government source. Marketers need to leverage this opportunity.



James Galpin Director Media Practice, Africa and Asia Pacific Millward Brown [email protected]



A personal media consumption tool But beyond this transactional space, mobile devices are uniquely personal and portable media consumption tools. In China, increasing amounts of what used to be online leisure activity that people conducted on PCs is now happening on their mobile devices—often while the users are “immobile,” at work or at home. Usually it isn’t new behavior, but rather a switch to a new, “handier,” more personal device. Above all, instant messaging is the smash hit on Chinese mobile devices, with 397 million people using their mobiles for this activity by mid 2013, according to CNNIC. People are also using mobile devices to play games, read their favorite magazines, watch their favorite TV programs and browse the web. Almost as much while sitting at home or work as when out and about.



Watching online video content on mobile devices is a growing phenomenon. According to CNNIC, 32 percent of mobile online users watched video on a mobile device in 2012, up 68 percent over 2011. You will see plenty of evidence of this happening on any trip on the Shanghai Metro. The peak moment for using mobile devices for viewing online TV content is actually in late evening at home. Anyone with a tablet at home can observe the family’s behaviors and witness this type viewing across a range of content. These are more personal occasions than normal TV viewing, however. The key point is that mobile is not simply one medium, fulfilling consumers’ needs in just one particular mindset or media consumption context.



Media consumption leads to ad opportunities Chinese consumers do like a special deal. The Millward Brown/ Mindshare China Mobile Search Habit study shows they do use mobile devices to help them find relevant offers. So brands that do not play in this space risk losing out to competitors who do. However, brands may win even more by enhancing product and service experience through mobile technologies. QR codes can be just as useful as a quick way of getting more detailed product information or access to reviews as they can be for delivering specific offers. And especially in already prosperous higher tier markets, being able to easily book and pre-order by phone to avoid queues will often win as many consumers as a simple discount offer will. As 69 percent of mobile searches happened at home or work, they’re clearly not all about in-the-moment purchase decisions anyway.
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Here the attraction of bypassing the older models for everything from buying tickets to other even more laborious tasks has led to many very innovative niche solutions. One example is a taxi app that allows you to send a message to all participating drivers. The drivers bid for the job in an auction process that potentially enables them to earn above metered rates. The payoff for the passenger is getting a cab promptly, even in the rain. Consequently, media consumption via mobile provides potentially very powerful and personal advertising and communications opportunities to brands. The Millward Brown AdIndex mobile effectiveness studies show roughly twice the brand impact from mobile advertising in China as that observed in North America. But Millward Brown’s China Mobile AdReaction Study revealed that mobile users feel less favorably about receiving advertising messages on mobile than in most other media contexts. So marketers must tread carefully.
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Mobile now a key brandbuilding tool



Mobile surpasses PCs Mobile is now the dominant way people in China access the Internet.



It would be foolhardy to think that we already have all the answers on optimizing mobile as part of the marketing mix in China. The space is still rapidly evolving as both consumers and brands discover how to get the most out of the mobile ecosystem.
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To employ mobile effectively, marketers must recognize that phones and tablets are incredibly personal devices that consumers use in very diverse ways. Mobile has no one role in peoples’ lives or in consumers’ paths to purchase. So there is no one right way to communicate or engage with people through mobile. Mobile provides brands with multi-faceted ways to strengthen bonds with their key audiences. Brand marketers will have to navigate that complexity astutely if they are to achieve success. But we are sure, based on the evidence we already have, that mobile in all its guises will be a key marketing tool for successfully building brands in China.
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Source: China Internet Network Information Center Millward Brown is one of the world’s leading research agencies and is expert in effective advertising, marketing communications, media and brand equity research. www.millwardbrown.com
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Top Risers



Brand building drives increases in brand value Focus on brand building drove the value increases of the BrandZ™ Top 10 Risers, a ranking of brands that increased the most in brand value year-on-year. All of the Top 10 are either marketdriven brands or Competitive SOEs, State Owned Enterprises that operate in categories with marketdriven competitors, and depend more on brand contribution than government for success. The health care and food and dairy categories produced the two fastest growing brands, CR Sanjiu and Yili, both up 86 percent. Food and dairy also led the list of categories with the most brands represented, four. Three health care brands are listed. Consumer interest in health and wellness helped drive the brand value growth of CR Sanjiu and other health care brands. Social factors like China’s aging population also benefited the brands. To reach wider audiences, these TCMs (Traditional Chinese Medicines) stretched their brands to include some cosmetics and other products. Yunnan Baiyao increased 72 percent in brand value, Tong Ren Tang, 50 percent.
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The value of food and dairy brands increased because of international alliances and other initiatives to develop world-class food processing expertise and guarantee food supply safety. Acquisitions marked the beginning of industry consolidation. Along with Yili, the other food and dairy brands in the Top 10 Risers include Shuanghui, which increased 60 percent in brand value. Shuanghui purchased Smithfield Foods, Inc., the largest pork processor in the US. In addition, Bright rose 42 percent in brand value, Mengniu, 30 percent.



The Top 10 Risers in Brand Value Focus on brand building drove the value increases of the BrandZ™ Top 10 Risers, a ranking of brands that increased the most in brand value year-on-year. Brand



Brands from two other categories also made the Top 10: Ctrip, a travel agency, which rose 47 percent in brand value; and the beer brand Tsingtao Beer, with a 40 percent rise in value. Ctrip extended its reach with mobile apps that facilitate access to travel and especially appeal to younger customers. Tsingtao Beer promoted the brand with a series of beer festivals, touching the growing consumer need to better balance work and leisure.



Brand Value % Change 2014 vs. 2013
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Top 100 Rank 2014



841



48



Market-Driven Firms



5,068



15



Health Care



Competitive SOE



2,990



22



68%



Technology



Market-Driven Firms



33,879



3



Shuanghui



60%



Food & Dairy



Market-Driven Firms



2,679



23



Tong Ren Tang



50%



Health Care



Competitive SOE



1,610



33



Ctrip



47%



Travel Agency



Market-Driven Firms



718



54



Bright



42%



Food & Dairy



Competitive SOE



1,012



44



Tsingtao Beer



40%



Alcohol



Market-Driven Firms



1,722



31



Mengniu



30%



Food & Dairy



Competitive SOE



3,105



21



Source: BrandZ™ / Millward Brown Optimor



The presence of Tencent, up 68 percent in brand value, reflects the overall strength of the technology category in China. The growth of Tencent indicates how a brand, launched in 1998 as an Internet portal, has integrated itself into the lives of customers with mobile and social media innovations. Its WeChat messaging service draws over 400 million users.
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Brand Contribution



Brand strength crosses categories, ranking levels Brand contribution is a BrandZ™ metric that measures the influence of brand stripped of financial data or any other factors. It’s is a component of brand value. Brand contribution is expressed as a numerical score, 1 to 5, with 5 the highest. The BrandZ™ Top 20 in brand contribution all scored 4 or 5. The technology brand Baidu, China’s dominant search engine with a strong mobile e-commerce presence, leads the list. It’s followed by three FMCG brands in the food and dairy category: Mengniu, Yili and Bright. Food and dairy, and alcohol are the most represented categories in the Top 20 brand contribution ranking, with four brands apiece.



Twelve of the brands in the Top 20 are market-driven and the eight are Competitive SOEs, State Owned Enterprises in consumer-facing categories where a strong brand is critical for sustained success. Eleven brands come from the bottom half of the BrandZ™ Top 100 Most Valuable Chinese Brands ranking. Most of these brands, ranked 51to-100, are new to the BrandZ™ ranking. They’re in a wider variety of categories than in past rankings, reflecting the addition of eight more categories this year. These brands illustrate how companies are being built by developing strong brands that drive consumer choice. The brands and categories include: New Oriental, education; Home Inn and Hanting, hotels; Quanjude, catering; Suofeiya, furniture; and Lao Feng Xiang, jewelry retailer.



Top 20 in Brand Contribution Brand contribution measures the influence of brand alone on earnings, on a 1-to-5 scale, five highest. Brand



Category



Ownership



Brand Contribution



Top 100 Rank 2014



Baidu



Technology



Market-Driven Firm



5



5



Mengniu



Food & Dairy



Competitive SOE



5



21



Yili



Food & Dairy



Market-Driven Firm



5



15



Bright



Food & Dairy



Competitive SOE



5



44



Tsingtao Beer



Alcohol



Market-Driven Firm



5



31



Great Wall



Alcohol



Competitive SOE



5



95



Sina



Technology



Market-Driven Firm



5



41



Fulinmen



Food & Dairy



Competitive SOE



5



64



Yanjing Beer



Alcohol



Competitive SOE



5



60



New Oriental



Education



Market-Driven Firm



4



51



Lao Feng Xiang



Jewelry Retailer



Competitive SOE



4



58



Supor



Home Appliances



Market-Driven Firm



4



82



Quanjude



Catering



Competitive SOE



4



80



Tencent



Technology



Market-Driven Firm



4



3



Daphne



Apparel



Market-Driven Firm



4



75



Belle



Apparel



Market-Driven Firm



4



42



Home Inn



Hotels



Market-Driven Firm



4



67



Hanting



Hotels



Market-Driven Firm



4



84



Suofeiya



Furniture



Market-Driven Firm



4



71



Snow Beer



Alcohol



Competitive SOE



4



50



Source: BrandZ™ / Millward Brown Optimor
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Category Update



Brand value increases broadly, new categories indicate opportunity



Category Value Change 2014 vs. 2013 Category



The BrandZ™ Top 100 Most Valuable Chinese Brands 2014 ranked bands in 21 categories, with eight new categories added to the report. Of the categories with comparable year-on-year data, all but two— alcohol and consumer electronics in brand value, in sharp contrast to last year when only three categories improved. This general rebound suggests that, although the overall rate of China’s economic expansion slowed, growth continued and was distributed across many sectors as consumers enjoyed increasing choice of products, services and brands. The new categories—cars, catering, education, furniture, hotels, jewelry retail, personal care and real estate—together form a picture of emerging opportunities in a rebalancing China. These categories may exceed the overall economy in growth rate during the next few years.



Most categories rise in value The health care category rose in value because of actions that brands took to meet the needs of China’s aging population and to accommodate the increasing consumer concern with personal well-being. The rise also reflects a rebound in a category that declined in value in the 2013 ranking.
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Similarly, brand value appreciation for the food and dairy category indicates both a category rebound and brand initiatives— acquisitions, partnerships and marketing campaigns—to improve food quality, variety and safety. The category experienced some consolidation as the Chinese brands sought greater scale for competition with international brands both at home and abroad. The growth of technology reflects the strong presence of Chinese brands in the category, and the rapid uptake of mobile among Chinese consumers.



Two decliners and some exceptions The declining categories—alcohol and consumer electronics reflect sharp changes in Chinese society. Sales of baijiu, the traditional Chinese alcohol, declined because the government’s opposition to extravagant spending. The government policy also affected wine sales, which in addition felt the impact of imported brands and reports of harmful chemicals in some products. The problems encountered by home electronics are not specific to China, but rather indicate the competitive pressures on an industry reacting to profit margin erosion and e-commerce disruption of bricks and mortar distribution.



The apparel category is unusual because its brand value appreciated despite a sharp dichotomy between subcategories. Fashion brands, such as women’s shoes, gained in brand value. However, sportswear declined because of slow demand and problems with excess inventory and overstoring. The business casual sector also felt pressure. Most, but not all of the categories in the BrandZ™ Top 100 Most Valuable Chinese Brands 2014 are comparable year-on-year. However, the report combines baijiu, the traditional Chinese white liquor, beer and wine into a single category, alcohol. And the 2014 report eliminates e-commerce as a separate category. In addition, the travel agency and consumer electronics categories are included to provide useful information, but with the caveat that only a limited number of brands from those categories are included in the BrandZ™ Top 100 Most Valuable Chinese Brands 2014.



Category Value % Change 2014 vs. 2013



Category Value US$ Mil.



Brand Contribution



Number of brands in Top 100



Travel Agency



98%



969



2



2



Health Care



67%



5,441



4



3



Food & Dairy



62%



12,754



4



7



Home Appliances



36%



5,441



3



7



Technology



28%



59,931



4



7



Apparel



21%



3,869



3



10



Telecom Providers



17%



73,970



3



3



Insurance



11%



31,513



2



6



Airlines



9%



7,701



3



4



Oil & Gas



8%



26,566



2



2



Financial Institutions



7%



114,223



2



9



Alcohol



-6%



20,589



4



13



Consumer Electronics



-35%



1,586



2



1



Cars



New



780



1



1



Catering



New



411



4



2



Education



New



888



4



2



Furniture



New



363



4



1



Hotels



New



1,003



4



4



Jewelry Retailer



New



1,262



4



4



Personal Care



New



937



3



2



Real Estate



New



9,589



2



10



Source: BrandZ™ / Millward Brown Optimor The financial performance of a limited number of brands primarily drove the decline of the consumer electronics category. The category value changes compare the 2014 Top 100 with the 2013 Top 50.
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Category Update Alcohol Airlines Overseas routes grow but bullet trains slow domestic business China’s airline industry is expected to grow by 13 percent annually from 2011 to 2015, according to the China Civil Aviation Bureau’s 12th five-year plan. Three major international carriers dominate the market: Air China, China Southern Airlines and China Eastern Airlines, all SOEs (State Owned Enterprises). Each airline added new international routes. Air China filled out its connections to Europe, including a flight between Chengdu and Frankfurt, the first direct flight between a second tier city and Europe. China Southern also expanded its European coverage as well as its connections to Australia and New Zealand. China Eastern Airlines focused on Asian destinations, including its connects to Taiwan and Hong Kong. Fierce competition from China’s bullet trains heavily impacted the domestic business for these major carriers. Meanwhile, medium-sized airlines attempted to differentiate by sharpening operations, introducing secondary routes and expanding into cargo transportation. The brand value of the airline category grew 9 percent in the BrandZ™ ranking.
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The party is over, for now The Chinese have produced baijiu, a clear alcohol, for over 2,000 years. It’s a national drink, often given as a gift or served on special occasions. baijiu, especially premium brands, has been the preferred drink at government banquets. Brands have enjoyed strong sales and high margins But the party is over, at least for now. Chinese government policies limiting extravagant spending weakened demand for baijiu. Two premium brands, Moutai and Wu Liang Ye, declined in brand value 19 percent and 66 percent, respectively. In contrast, Yanghe successfully repositioned the brand toward the mid-price part of the baijiu market and made the BrandZ™ listing of most valuable Chinese brands for the first time. Besides adjusting prices to reach a wider domestic market, baijiu brands sought to build international growth by positioning baijiu as the drink to pair with Chinese food. Marketers hoped that baijiu could succeed with a wider audience in the manner of other national drinks, such as Japanese sake and Mexican tequila. New government regulations depressed wine sales, too. Sales also felt the impact of imported brand popularity and an erosion of trust when harmful chemicals were discovered in some wines. The brand value of the alcohol category declined 6 percent.



Apparel Slowing growth, rising costs impact sales Apparel brands endured a perfect storm of negative influences including: slower economic growth, increasing international competition, rising costs for labor and raw materials and excess inventory, a lingering symbol of more optimistic times. Results suffered. Many apparel brands, such as Metersbonwe and Semir, invested heavily in marketing campaigns and promotions. However, they failed to effectively differentiate. Foreign fast fashion brands, with more sophisticated product development, gained competitive advantage in higher tier cities. And as foreign fashion brands expanded to lower tier cities, they impacted Chinese brands that have a lower tier emphasis, such as Septwolves and Younger. Meanwhile, e-commerce continued to grow because it provides consumers with wider and more economical options. Also, a physical distribution network remained vital. Belle, a newcomer to the Brand Z™ Top 100 Most Valuable Chinese Brands, succeeded in part because of its strong distribution network. In a comparison of the same apparel brands ranked in the 2014 BrandZ™ Top 100 and the 2013 BrandZ™ Top 50, the apparel category declines 47 percent in value.



Catering Cars Youth market drives double-digit growth and SUV sales China’s car business experienced double-digit growth, despite government efforts to regulate car ownership and abate pollution. Quotas on the number of driver licenses issued and other restrictions impacted Tier 1 cities primarily. The growth rate of car ownership in Tier 2 and 3 cities exceeded 30 percent. Even with the government’s initiatives to limit official extravagance, the luxury brands that comprise its fleets of cars continued to do well. Audi hit a record high sales figure, while BMW and Mercedes also achieved strong results. Korean and American brands, particularly Ford, enjoyed strong sales. Sales of SUVs increased 50 percent for several reasons, including: the preferences of young buyers, and a consumer desire for a versatile vehicle to meet both business and leisure needs. Young buyers also influenced car design and marketing, which emphasized product personality, fashion and driving pleasure.



Sales grow but the pace begins to slacken The catering industry in China experienced rapid and continuous revenue growth over the past few years. While the rate remained a strong 8.9 percent for the first eight months of 2013, it was off from the 13.1 percent pace of 2012 during the same period, according to the National Bureau of Statistics of China. The industry also felt the negative impact of bird flu and a series of food safety scandals. The growth slowdown coincided with a rise in food, labor and rent costs that especially hurt the small local brands that dominate this fragmented industry. While many restaurants closed locations this year, Quanjude and Yonghe King, the two catering brands in the BrandZ™ Top 100 Most Valuable Chinese Brands, expanded. Quanjude invested in several initiatives, such as developing its sub-brands and remodeling existing locations. Yonghe King emphasized the convenience of its fast food offering with restaurants open 24/7 and various ways of preordering through a call center, website and even a mobile app.



Consumer Electronics Brands reposition to meet challenges of dynamic category Retail in general suffered from the economic slowdown and more considered spending by consumers. Consumer electronic retailers, like Suning and Gome, also felt the impact of high operating costs and the dramatic rise of e-commerce competition. Suning shifted its strategy dramatically, with a plan to leverage its well-known brand and physical presence by broadening its scope from electronics specialist to general merchant offering multiple categories in both physical and virtual stores. Both Suning and Gome looked for growth opportunities in lower tier markets. These new initiatives haven't yet shown significant results, and both Suning and Gome declined in brand value. Only Suning remained in the BrandZ™ Top 100 Most Valuable Chinese Brands, declining 19 percent in brand value.
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Category Update Financial Institutions Education Cultural values, desire to succeed drive education Education is one of the fastest growing consumer expenditure categories in China, driven by an emerging middle class and a culture that prizes educational attainment. Chinese parents assign a high priority to education, believing that it is a critical advantage in China’s increasingly competitive job market. China already has almost 220 million after-class tutoring students. And growth is expected to continue with more activity online. Online education represented 68 percent of total education investment in 2013. Increased government support for education networks should accelerate online education growth. Brand leaders, such as New Oriental, Xueda and Xueersi dominate in Beijing, Shanghai and Guangzhou. These brands are attempting to increase the productivity and margins of their existing locations, while also looking for growth opportunities in underserved cities.
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Reforms pressure profits, inspire product innovation The nine financial brands in the BrandZ™ Top 100 Most Valuable Chinese Brands comprise 30 percent of the ranking’s brand value, or $114.2 billion. The category overall increased 7 percent in brand value, with the three brands added this year— China Minsheng Bank, Industrial bank and China Everbright Bank. Growth occurred despite several challenging factors, including slower growth in the BRIC markets and uncertainty in Europe. At home, the shift to a consumptiondriven economy, and related financial reforms, affected the sector. Market-driven interest rates, for example, pressured profit made from loans and pushed institutions to look for new fee-based products. Similarly, as loans to industrial clients for infrastructure development and other projects became less lucrative, financial institutions shifted their attention to consumer and small business customers. The increasing online availability of insurance and other financial products also added challenges. Some of the major internet portals added financial services to their offerings.



Food & Dairy



Health Care



Acquisitions assure safety, burnish brands



Suppliers invest in R&D, distribution and brand marketing



The major food and dairy companies found international and domestic partners to strength production knowhow and expand product range. These relationships helped companies assure food safety and serve a more affluent public’s changing tastes and increased desire for variety. The international partnerships burnished Chinese brands tarnished by the industry-wide food safety issue, and they often provided western companies with increased access to the Chinese market. To control sourcing and ensure safety, Mengniu became the largest shareholder in China Modern Dairy, the giant dairy farmer. It also purchased a majority state in Yashili, a Chinese baby formula producer that obtains most of its products from New Zealand. The dairy brand Bright also searched for overseas acquisitions. Shuanghui purchased Smithfield Foods, Inc., the largest pork processor in the United States. One of China’s largest frozen food producers, Sanquan, purchased HJ Heinz’s four Long Fong China packaged food subsidiary businesses. The brand value of the food and dairy category increased 62 percent.



Furniture



Urbanization, desire to upgrade, drive strong sales Furniture and home furnishing stores recorded double-digit sales growth, driven by China’s rapid urbanization, the formation of new households, and a desire to upgrade existing living spaces. Vigorous growth is expected to continue for foreseeable future in an industry that remains highly fragmented with many small domestic players and more and more international entry such as IKEA. Meanwhile, Suofeiya, one of China’s largest producers of customized furniture, expanded its range, targeted lower tier cities and increased its focus on business-to-business sales to large property developers.



The OTC (over-the-counter) market continued to expand, with vitamins and mineral supplements experiencing the strongest growth. Major health care companies invested heavily in R&D, acquisitions, supply chains and distribution networks. Corporate transactions included two major joint ventures: Simcere and Merck in Shanghai; and Zhejiang Hisun and Pfizer. In addition, Shanghai Fosun Pharmaceutical (Group) Company became the largest single shareholder of US-based medical care company Saladax Biomedical Inc. And China Kanghui Holdings, a maker of orthopedic devices, was acquired by the US medical technology company, Medtronic. CR Sanjiu purchased Shandong Huawei Medical, a traditional Chinese medicine provider. Trust and the need for need for product reliability remained a key challenge for OTC suppliers. Marketing campaigns aimed at strengthening consumer confidence. The brand value of the health care category grew 67 percent in the BrandZ™ ranking. Macro trends, including health care reform and the aging of the population, are expected to sustain category sales growth.



Home Appliances Brands seek recognition at home, abroad The home appliance industry experienced pressure from a variety of factors, including slower economic growth, the end of government subsidies, and the rapid rise of e-commerce. E- commerce price transparency pressured brands to differentiate with technological excellence and innovation. E-commerce also opened space for challenger brands. Leading home appliance makers sought to innovate with more energy efficient and “smart” products, such as air conditioners that can be operated remotely over the Internet. Gree, Haier, Hisense and Midea, among the most globally recognized Chinese brands, continued to invest overseas. Hisense, a leader the flatscreen TVs, gained almost one-third of its revenue from international sales. Overseas consumer acceptance of Chinese-made home appliances is high compared with other product categories, according to the 2013 Millward Brown Going Global Study. The brand value of the home appliance category increased 36 percent.



65



Part 3 |



The BrandZ™ Top 100 Most Valuable Chinese Brands



TOP 100 Most Valuable Chinese Brands 2014



Category Update Hotels



Insurance



New locations open at all price points



Insurers add products and services



Even as category sales slowed somewhat, after years of rapid growth driven by tourism and business travel, leading hotel brands, such as Hanting, Home Inn, Huatian Hotel, and Jinjiang Inn, continued to open new locations.



The economic slowdown impacted both premium and investment revenue for major insurance brands. The possibility of obtaining insurance online also disrupted the industry. And government regulations added complexity.



They developed sub-brands to serve all segments of the market—budget to high-end—and moved into lower tier cities. The brands relied on combinations of direct management and franchising to balance the need to expand rapidly while maintaining quality consistency. New government regulations, implemented in October 2013 to set quality and service standards, may increase hotel overhead and prices. At the same time, hotel marketing costs could decrease with the rapid rise of online sales and booking. Hanting introduced an innovative feature that enables the customer to select a room when booking online.
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Leading brands responded with greater presence online and by offering products aimed at the insurance and wealth management needs of the expanding middle class and the aging population. They also implemented training programs to improve sales agent expertise and marketing campaigns to improve agent image. Six insurance brands rank in the BrandZ™ Top 100 Most Valuable Chinese Brands: China Life, Ping An, CPIC, PICC, New China Life, and China Taiping. They comprise 8 percent of the ranking’s total brand value. The insurance category increased 11 percent in brand value.



Oil & Gas Exploration ensures supply, but pollution damages brand image



Jewelry Retailers Special products and services drive sales Four jewelry retailers are ranked in the BrandZ™ Top 100 Most Valuable Chinese Brands. They are: Lao Feng Xiang, Eastern Gold Jade, Ming Jewelry, and Lao Miao. The general economic slowdown and competitive pressure impacted sales. And the leading brands responded with a variety of strategies and initiatives, such as expanding in lower tier cities, increasing e-commerce presence, and introducing personalized services for high-wealth customers. The brands also emphasized their specialties. Dongfang Jinyu, or Eastern Gold Jade, planned cultural exhibits around the heritage of jade. Lao Miao created unique products from gold.



China consumes about 10 million barrels of crude oil daily, ranking second in the world only behind the US in consumption. To ensure a continuing supply of energy to meet ongoing need, the leading companies continued international exploration. PetroChina linked with Exxon Mobile in Iraq. Sinopec completed two deals in Africa. CNOOC (China National Offshore Oil Corporation) joined a consortium to work on an offshore Brazil site. With over 30,000 service stations, China’s largest network, Sinopec’s distribution businesses benefited from loosened price controls. Consumer and government concern with dangerous air pollution levels in many Chinese cities eroded trust in the oil and gas brands, however. And a corruption investigation against PetroChina officials also hurt that brand. The brand value of the oil and gas category grew 8 percent in the BrandZ™ ranking.



Personal Care Global brands dominate growing market The personal care category continued to enjoy significant annual growth, in part because of the steady rise in disposable income. Wealthier and more sophisticated consumers, discerning in their choice of products, preferred personal care products that emphasized natural ingredients and did not contain chemicals that potentially damage health. These consumers also were willing to trade up, which led to the appearance of premium brands in some parts of the category. Segments of the market experiencing strong growth included baby and children’s care products and products for men. The major global players, such as P&G, Unilever, J&J and L’Oreal dominate the market and have purchased strong local brands. Of the two personal care brands that appear in the BrandZ™ Top 100 Most Valuable Chinese Brands, Dabao, a skin care brand, is owned by J&J, while Unilever owns ZhongHua, a toothpaste brand.



Real Estate Developers expand in lower tier cities and internationally Despite the general economic slowdown, rising land costs and government regulations, the property market continued to grow, in part because of the China’s rapid urbanization. Residential sales rebounded in 2013, after a year of fluctuation. Commercial growth continued, although with concern about retail development because of the impact of e-commerce. With land costs high, competition heated, and prices softening in the Tier 1 cities, some of the leading real estate developers, like China Overseas Property, accelerated expansion to lower tier markets. The largest companies also looked overseas for growth. Greenland Holdings invested in New York City and Los Angeles projects. Vanke partnered with a US developer to build a luxury apartment building in San Francisco.
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Category Update Technology



Telecom Providers



Mobile heats category growth and competition



Operators build brands and networks



The numbers tell much of the story. Of China’s brands enjoy great opportunity and face significant competition.



With 750 million subscribers, China Mobile remained the world’s largest wireless provider and China’s most valuable brand. It still faced challenges. Although it invested in a 4G network to leapfrog the competition, it lagged behind China Unicom and China Telecom in 3G.



The dominant brands in search, social media, and e-commerce both reinforced their core specialties and developed or acquired complementary competencies to create branded “ecosystems.” They depended on large and growing audiences to generate revenue from fees and advertising. Sina and Alibaba formed a partnership to enable users to move seamlessly between social media and e-commerce. The search engine Baidu signed a deal to purchase a mobile app store. Tencent, the social media site often compared with Facebook and Twitter, focused on WeChat, its free app for voice, video, photo and text. Tencent increased 68 percent in brand value. Lenovo, China’s most global brand, with 57 percent of revenue from overseas sales, experienced initial success broadening into mobile devices from its base as a leading PC maker. The value of the technology category increased 28 percent.
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Meanwhile, all the telecom providers confronted competition from OTT (over-the-top) brands, such as WeChat, which provide free communication services over the Internet and avoid the overhead costs of developing and sustaining networks. The telecom brands also sought to add content and avoid being viewed as interchangeable “pipes,” even as they benefited from the increased data—and associated revenue— flowing through the pipes. The telecom provider category increased 17 percent.



Travel Agencies Agencies benefit from ongoing tourism boom



The



China is expected to become the world’s number one tourist destination and number four in outbound travel by 2015, according to the World Tourism Organization. The sharp rise in tourism, driven primarily by increased affluence, affects many industries indirectly, including hotels, airlines and restaurants. The most direct impact, however, is on travel agencies.



Top100



The brand value of the travel agency category grew substantially in the BrandZ™ Top 100 Most Valuable Chinese Brands. The growth resulted from a 47 percent gain in brand value by Ctrip and the inclusion of CITS in the ranking for the first time.



Chinese Brands



Ctrip, which books travel online and through call centers, introduced a mobile strategy late in 2013, which helped increase the number of young customers. CITS, an SOE (State Owned Enterprise), expanded its portfolio of travel packages.



Most Valuable Charts | Profiles | Insights
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TOP 100 Most Valuable Chinese Brands 2014 TOP 100 Most Valuable Chinese Brands 2014 Brand Contribution



Brand



Category



Brand Value US$ Mil.



Brand Value % Change 2014 vs. 2013



Brand Contribution



21%



4



PICC



Insurance



2,361



New



2



39,658



-2%



2



Yanghe



Alcohol



1,977



New



3



Technology



33,879



68%



4



Poly Real Estate



Real Estate



1,921



New



3



China Construction Bank



Financial Institutions



25,510



6%



2



China Eastern Airlines



Airlines



1,878



8%



3



Baidu



Technology



19,986



-12%



5



New China Life



Insurance



1,723



New



2



Agricultural Bank of China



Financial Institutions



19,318



12%



2



Tsingtao Beer



Alcohol



1,722



40%



5



Bank of China



Financial Institutions



13,636



0%



2



Gree



Home Appliances



1,657



2%



3



PetroChina



Oil & Gas



13,433



12%



2



Tong Ren Tang



Health Care



1,610



50%



4



Sinopec



Oil & Gas



13,133



5%



2



China Southern Airlines



Airlines



1,598



5%



3



China Life



Insurance



12,702



-12%



3



Suning



Consumer Electronics



1,586



-19%



2



Ping An



Insurance



11,128



5%



2



ChangYu



Alcohol



1,450



-53%



4



Moutai



Alcohol



10,504



-19%



4



Haier



Home Appliances



1,443



10%



4



China Telecom



Telecom Providers



8,168



-5%



4



Country Garden



Real Estate



1,337



New



3



China Merchants Bank



Financial Institutions



6,785



0%



2



Evergrande Real Estate



Real Estate



1,295



New



3



Yili



Food & Dairy



5,068



86%



5



Midea



Home Appliances



1,214



13%



3



Bank of Communications



Financial Institutions



4,906



-1%



2



Sina



Technology



1,172



-2%



5



China Unicom



Telecom Providers



4,404



6%



2



Belle



Apparel



1,170



New



4



Air China



Airlines



3,653



12%



3



360



Technology



1,106



New



4



China Minsheng Bank



Financial Institutions



3,416



New



2



Bright



Food & Dairy



1,012



42%



5



CPIC



Insurance



3,396



-2%



2



NetEase



Technology



996



New



3



Mengniu



Food & Dairy



3,105



30%



5



Wu Liang Ye



Alcohol



937



-66%



4



Yunnan Baiyao



Health Care



2,990



72%



4



Luzhou Laojiao



Alcohol



923



New



4



Shuanghui



Food & Dairy



2,679



60%



3



CR Sanjiu



Health Care



841



86%



3



Lenovo



Technology



2,585



15%



3



BYD



Cars



780



New



1



Vanke



Real Estate



2,547



New



3



Snow Beer



Alcohol



764



13%



4



Brand



Category



China Mobile



Telecom Providers



61,399



ICBC



Financial Institutions



Tencent



Brand Value US$ Mil.



Brand Value % Change 2014 vs. 2013



Source: BrandZ™ / Millward Brown Optimor  Brand contribution measures the influence of brand alone on earnings, on a 1-to-5 scale, five highest.
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Source: BrandZ™ / Millward Brown Optimor  Brand contribution measures the influence of brand alone on earnings, on a 1-to-5 scale, five highest.
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TOP 100 Most Valuable Chinese Brands 2014 TOP 100 Most Valuable Chinese Brands 2014 Brand Value % Change 2014 vs. 2013



Brand Contribution



Brand Value % Change 2014 vs. 2013



Brand Contribution



754



New



308



New



4



Alcohol



720



Real Estate



294



New



1



Dabao



Personal Care



Hisense



Home Appliances



280



New



2



Ctrip



2



Swellfun



Alcohol



268



New



3



New



1



Quanjude



Catering



259



New



4



595



New



3



Septwolves



Apparel



258



-60%



3



Airlines



572



9%



2



Supor



Home Appliances



253



New



4



Lao Feng Xiang



Jewelry Retailer



554



New



4



CITS



Travel Agency



252



New



2



Tata



Apparel



552



New



4



Hanting



Hotels



239



New



4



Yanjing Beer



Alcohol



518



-11%



5



Pearl River



Alcohol



234



New



3



Metersbonwe



Apparel



458



-62%



3



ZhongHua



Personal Care



218



New



4



Robam



Home Appliances



457



New



4



Sohu



Technology



208



New



3



Gemdale



Real Estate



454



New



2



China Taiping



Insurance



202



New



1



Fulinmen



Food & Dairy



450



14%



5



Huatian Hotel



Hotels



201



New



4



Gujing Gong Jiu



Alcohol



430



New



3



Ming Jewelry



Jewelry Retailer



164



New



4



R&F Properties



Real Estate



424



New



3



Aokang



Apparel



162



New



4



Home Inn



Hotels



421



New



4



Semir



Apparel



158



-45%



2



Eastern Gold Jade



Jewelry Retailer



404



New



4



Yonghe King



Catering



152



New



3



China Everbright Bank



Financial Institutions



391



New



2



Bosideng



Apparel



146



New



3



Soho China



Real Estate



370



New



2



Great Wall



Alcohol



142



New



5



Suofeiya



Furniture



363



New



4



Jinjiang Inn



Hotels



141



New



4



Greentown China



Real Estate



353



New



1



Lao Miao



Jewelry Retailer



139



New



4



Anta



Apparel



338



8%



3



Macro



Home Appliances



135



New



4



Youngor



Apparel



314



-30%



3



Xueersi



Education



134



New



4



Daphne



Apparel



312



New



4



Yashili



Food & Dairy



132



New



3



Brand



Category



Brand



Category



New Oriental



Education



4



Sanquan



Food & Dairy



Harbin Beer



20%



4



China Overseas Property



718



New



2



Travel Agency



718



47%



Industrial Bank



Financial Institutions



604



Longfor



Real Estate



Hainan Airlines



Brand Value US$ Mil.



Source: BrandZ™ / Millward Brown Optimor  Brand contribution measures the influence of brand alone on earnings, on a 1-to-5 scale, five highest.
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Brand Value US$ Mil.



Source: BrandZ™ / Millward Brown Optimor  Brand contribution measures the influence of brand alone on earnings, on a 1-to-5 scale, five highest.
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CHINA MOBILE Company: China Mobile Ltd. Brand Value: US $61.4 Billion YEAR ON YEAR CHANGE: 21% Headquarter City: Beijing Industry: Telecom Providers Year Formed: 1997



TELECOM PREPARES FOR 4G LAUNCH, STRENGTHENS INTERNET PRESENCE China Mobile is the world’s largest wireless provider, with 750 million subscribers as of August 2013. China’s most valuable brand, China Mobile increased 21 percent in brand value. The company continued development of its network capacity, what it calls its Four-Network Coordination, which involves progressive generations of broadband: 3G, 4G, WLAN and TD-LTE.



NAME Shen Jie, 8 PLACE West Lake, Hangzhou I’m the girl. I’m from Jiangxi Province and came here to tour around Hangzhou with my parents. I like West Lake a lot. My mother is a journalist, who is always busy, but she takes good care of me. She is very strict with my study and always expects me to be the best in everything. I will study hard. I hope that I can be as excellent as she in the future.



China Mobile announced it would spend almost $7 billion during 2013 to expand its 4G network. At the same time, to increase the number of 3G subscribers, China Mobile introduced two low-priced handsets under its own brand, in August 2013. Both operate on the Google Android system. The phones may sell better in China’s lower tier cities where customers are more price sensitive and product choice is less extensive than in larger urban centers. To fortify its presence in major cities, China Mobile held discussions with Apple about carrying its devices. China Mobile also moved further into mobile Internet, looking to balance texting revenue lost to free



74



instant messaging applications. To raise funds for strengthening its mobile offering, the company sold a $25 million private placement in its China Mobile Games and Entertainment Group (CMGE). Many of these initiatives relate to a strategy that the company calls, “smart pipes, open platforms, featured services and friendly interfaces,” its effort to avoid being perceived as a commodity, a challenge all telecoms face. China Mobile revenue increased 10.4 percent to RMB 303.1 billion ($49.5 billion) during the first half of 2013, compared with the same period a year earlier. Profit remained flat. In 2012, profit rose 2.7 percent year-on-year to RMB 129.3 billion ($21.2 billion) on sales of RMB 560.4 billion ($91.4 billion), a 6.1 percent increase. China Mobile is owned by China Mobile Communications Corporation. It was listed on the New York and Hong Kong Stock Exchanges in 1997. China Mobile ranked 10 in the BrandZ™ Top 100 Most Valuable Global Brands 2013.
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ICBC Company: Industrial and Commercial Bank of China Ltd. Brand Value: US $39.7 Billion YEAR ON YEAR CHANGE: -2% Headquarter City: Beijing Industry: Financial Institutions Year Formed: 1984



COUNTRY’S LARGEST LENDER LOOKS TO SMALLER CLIENTS ICBC tightened risk management of its loan portfolio and initiated other measures that enabled China’s largest bank to post positive financial results, despite the economic slowdown. The bank developed fee-based businesses to offset income potentially lost with the first steps of interest liberalization. Fee-based income increased 23 percent during the first half of 2013, while interest income climbed only 5.8 percent. Continuing its historical role funding projects of SOEs (State Owned Enterprises), the bank focused on central, western and northeastern China. However, 86 percent of new loans went to innovative businesses, including emerging industries, in the first half of 2013. The bank also cultivated more small business clients.
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Meanwhile, e-banking continued its dramatic growth. Online comprised over 77 percent of total transactions during the first half of 2013, compared with around 59 percent in 2010. Mobile banking activity during the first half of 2013 increased by a factor more than 11 compared with the first half of 2012. Mobile customers increased by almost 23 percent. ICBC increased its overseas presence, negotiating to purchase from Standard Bank, of South Africa, its London-based commodities and foreign exchange trading divisions. It acquired 80 percent of Standard Bank’s operation in Argentina at the end of 2012. ICBC also planned to buy 20 percent of Bank Sinopac, a Taiwan bank.



Net profit increased 12.4 percent to RMB 138.5 billion ($22.6 billion) on turnover of RMB 452.8 billion ($74.0 billion) for the first half of 2013. For the full year 2012, net profit improved 14.5 percent to RMB 238.5 billion ($39.0 billion) on turnover of RMB 840.8 billion ($137.3 billion). ICBC was listed on the Hong Kong and Shanghai Stock Exchanges in October 2006, transforming from a state-owned commercial bank to a publicly trade entity with a major stake held by the Chinese government. ICBC ranks 16 in the BrandZ™ Top 100 Most Valuable Global Brands 2013.



NAME Liu Xi, 28 PLACE Hangzhou I am a Hangzhou native, living with my wife and our two-year-old daughter here. I work as a salesman, a high pressure and busy job. I always hope that I can spend more time with my wife and daughter.
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TENCENT Company: Tencent Holdings Ltd. Brand Value: US $33.9 Billion YEAR ON YEAR CHANGE: 68% Headquarter City: Shenzhen Industry: Technology Year Formed: 1998



MOBILE MESSAGING AND GAMING DRIVE SHARP RISE IN BRAND VALUE Tencent, China’s most frequently used Internet service portal, focused on mobile communications and social media to drive profits. The Internet services company concentrated on the mobile gaming market in particular, promoting the highly-popular messaging apps WeChat and Weibo, which offer gamers a fast, easy way to swap tips and compare scores. Around 400 million Chinese currently use WeChat on a regular basis, and the company expects this number to increase significantly over the next 12-to-24 months.



NAME Liu Jianfeng, 32 PLACE Yuelu Academy, Changsha I am traveling here with my friends. I am from Jiangsu Province, and make a living by selling communication equipment there. I have an eight-year-old son who studies at elementary school in my hometown. I always feel happy because I am not greedy. I only want a simple and pleasant life.
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Tencent has also launched its first mobile game, integrated with Mobile QQ and WeChat. Tian Tian Ai Xiao Chu generated widespread user excitement, with over 20 million people downloading the game in the first three days. Five hours after it was launched, the game achieved first place in the Chinese AppStore’s free-app rankings, and by mid-August it was rated second in the Chinese AppStore’s list of best-selling mobile games. The move enabled Tencent to extend its presence still further into international markets.



In 2012, Tencent signed soccer superstar Lionel Messi to front a new campaign for WeChat, in a series of fatherhood-themed advertisements. The campaign raised brand awareness in America, Hong Kong and Taiwan, as well as in mainland China, where Tencent is keen to maintain the competitive advantage over rival brand Alibaba. Celebrity endorsements and heavy overseas advertising investments have had an impact on profits, however. In the second quarter of 2013, advertising and marketing costs rose 28 percent to reach RMB 1.2 billion ($196 million). Revenues continued to rise, however; increasing by 38.4 percent year-onyear to a total of RMB 27.9 billion ($4.5 billion) in the first half of 2013. Founded in 1998, Tencent Holdings Ltd. was listed on the Hong Kong Stock Exchange in 2004. It achieved a ranking of 21 in the BrandZ™ Top 100 Most Valuable Global Brands 2013.



79



Part 3 |



The BrandZ™ Top 100 Most Valuable Chinese Brands



TOP 100 Most Valuable Chinese Brands 2014



CHINA CONSTRUCTION BANK Company: China Construction Bank Brand Value: US $25.5 Billion YEAR ON YEAR CHANGE: 6% Headquarter City: Beijing Industry: Financial Institutions Year Formed: 1954



BANK GOES RETAIL WITH ITS BRANCHES AND E-COMMERCE Uncertainty in the domestic marketplace has prompted China Construction Bank to expand its branches worldwide. The slowing economy, interest rate deregulation, rising defaults and shrinking lending margins have proved challenging for many Chinese banks, however the sheer size of China Construction Bank – the country’s secondlargest state-owned bank, and the world’s largest lender by market value – means it is better protected than most. In 2013, the bank incorporated its Hong Kong branch into its Asia subsidiary. It is also opening a further eight overseas branches, including Taipei, New Zealand, Russia and Luxembourg. CCB has also looked for foreign expansion through recent deals with VTB Bank in Russia and an offer for Rabobank Group NV’s Indonesian unit. To counter slowing domestic demand, China Construction Bank branched out into other areas, including online retail. In 2013, it launched online shopping platform called http://buy.ccb.com, selling a
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wide range of products including laptops, cameras and other electronics goods, books, games and DVDs. The platform is designed to increase brand loyalty and to take advantage of the growing popularity of online shopping. China Construction Bank is furthering its marketing activities by forming alliances with wellknown global brands. In 2013, it signed a three-year sponsorship deal with Manchester United FC, part of which will allow the bank to exclusively produce the official Manchester United branded credit card in China. Profits have continued to rise for China Construction Bank. In the first half of 2013, the bank reported net profits of RMB 119.9 billion ($19.7 billion), a 12.7 percent rise year-on-year. China Construction Bank was listed on the Hong Kong Stock Exchange in 2005, and on the Shanghai Stock Exchange in 2007. It ranked 24 in the BrandZ™ Top 100 Most Valuable Global Brands 2013.



NAME Liu Yan, 25 PLACE Changde I came from Jingzhou, in Hubei Province, to visit my boyfriend here in Changde. He is showing me around this city and we’re having a lot of fun. I assist my parents with their grocery shop in Jingzhou. We are not busy now, so I took several days off to come here. I hope I can make enough money and start my own shop with my boyfriend someday.
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BAIDU Company: Baidu, Inc. Brand Value: US $20.0 Billion YEAR ON YEAR CHANGE: -12% Headquarter City: Beijing Industry: Technology Year Formed: 2000



SEARCH LEADER DIVERSIFIES, SOLIDIFIES MOBILE PRESENCE In a series of acquisitions and other activities, Baidu sought to expand is mobile presence, diversify from its traditional search business and generally fortify its position in China’s competitive online industry.



NAME Li xiaoming, 28 PLACE Changsha I am the person on the right with glasses. I come from Kaifeng, in Henan Province. My wife came with me to watch the football game here. We are both excited waiting for the game. Our team is named Henan Jianye. All the fans are cheering for it now. I hope our team will achieve great victory.



Baidu filed for a $125 million Initial Public Offering (IPO) for Qunar, its travel search service, in October 2013. In August 2013, Baidu signed a deal to acquire 91 Wireless, a mobile app store. It also agreed to buy a stake in the mobile, location-based group-buying website Nuomi. The company acquired a majority stake in online video platform iQiyi in November 2012. It then bought the online video business of PPS, a Chinese video software group, for $370 million, in May 2013. These moves made Baidu the largest online video platform by viewer numbers in a rapidly consolidating market.



Determined to buy rather than build its mobile business, Baidu raised a $1.5 billion for acquisitions in November 2012. Baidu also sought a presence in fast growing markets, signing its first global operator deal with France Telecom in January 2013, to co-develop an Android-based mobile browser for Africa and the Middle East. Baidu sales continued to increase. Second quarter 2013 revenue totaled RMB 7.6 billion ($1.2 billion), up 38.6 percent from the same period a year earlier. Net income declined 4.5 percent, however, to RMB 2.6 billion ($430 million) because of acquisition and advertising expenses. Revenue reached RMB 22.3 billion ($3.6 billion) in 2012, a 53.8 percent increase. Net income rose 57.5 percent to RMB 10.5 billion ($1.7 billion). Founded in 2000, Baidu is China’s largest search engine. Baidu ranks 33 in the BrandZ™ Top 100 Most Valuable Global Brands 2013.
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AGRICULTURAL BANK OF CHINA Company: Agricultural Bank of China Brand Value: US $19.3 Billion YEAR ON YEAR CHANGE: 12% Headquarter City: Beijing Industry: Financial Institutions Year Formed: 1951



NEW PLAN AIMS TO COORDINATE RURAL AND URBAN BUSINESSES Agricultural Bank of China, in 2013, embarked on the first year of a three-year plan to accelerate its transformation to a modern commercial bank.



Impacted by the slowdown in China’s economic expansion and the liberalization of interest rates, the healthy return was substantially lower than just a few years ago.



The initiative focuses on coordinating the bank’s original customer base, in rural and agricultural communities, with its growing urban and international business. The bank intends to develop programs to support small- and medium-size enterprises in lower tier cities and improve the customer experience at retail branches in these municipalities.



The bank also strengthened its international presence. It operated four overseas branches, in Hong Kong, Singapore, Seoul and New York, and five other overseas offices, in Tokyo, Frankfurt, Sydney, Vancouver and Hanoi, in 2012. Early in 2013, the bank received regulatory approval to open a Dubai branch.



These programs follow a challenging 2012, when the bank increased profit 19 percent, to RMB 145.1 million ($23.7 million), primarily from interest and fees.
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Agricultural Bank of China operated 23,472 domestic branches at the end of 2012. It served 2.9 million corporate customers and 43,497 small and



micro enterprise customers. Over 409 million retail customers banked with Agricultural Bank of China. The bank issued 550 million debit cards, a year-on-year increase of 88 million. Online transactions increased by over 50 percent to 31,653 million. The bank also launched mobile banking. Originally state-owned, the bank became a joint-stock limited liability company in 2009. The following year it completed a successful IPO, raising over $22 billion, and was listed on the Shanghai and Hong Kong Stock Exchanges. Agricultural Bank of China ranks 37 in the BrandZ™ Top 100 Most Valuable Global Brands 2013.



NAME Zheng Guoqiang, 43 PLACE Hangzhou I am taking a walk with my daughters here. They want to buy some snacks and tour around the ancient streets. We often go out at night, because I am too busy with business in the daytime. I wish I could have more time with them.
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BANK OF CHINA Company: Bank of China Ltd. Brand Value: US $13.6 Billion YEAR ON YEAR CHANGE: 0% Headquarter City: Beijing Industry: Financial Institutions Year Formed: 1912



CURRENCY CLEARING FOCUS AIMS TO SOLIDIFY LEADERSHIP Bank of China is building its yuan trading business to meet a steadily increasing global demand. In strengthening its international yuan clearing system, appointing local partners in Hong Kong, Macau, Taipei and Malaysia and signing a memorandum of understanding with the London Metal Exchange and Hong Kong Exchanges, the Bank has consolidated its position as a market leader in trading in the currency, and for clearing yuanbased commodity products.



NAME Pan Gang, 40 PLACE Changsha I came to Changsha after getting married, in 1996, and I lived in Leshan, in Sichuan Province, before that. I am currently a driver working for a hotel. During the Spring Festival, I usually drive back to my old hometown in Leshan, although it takes two days on the road. My son is a second-year student in middle school. I hope he can study well and become successful in the future.
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The move forms a significant part of Bank of China’s strategy to become globally renowned as a “premium multinational bank” with a strong commercial offering: an ambition supported by growing optimism that Beijing will relax capital controls to allow Chinese companies and individuals to participate more actively in foreign markets.



State-owned Bank of China is the country’s fourth largest lender by assets, and is its most international bank, providing ﬁnancial services to customers throughout Greater China and 36 overseas countries. The bank has taken a number of steps to reduce its liabilities, expand its core low cost deposits base and tighten its risk controls. These activities are a direct response to increasing concern over the level of debt in the Chinese financial system. Net interest income for 2012 was RMB 256.9 billion ($42 billion), a rise of 13 per cent, while proﬁt before tax rose 12 per cent to RMB 187.3 billion ($30.6 billion). Bank of China was listed on the Hong Kong Stock Exchange and Shanghai Stock Exchange in June and July 2006 respectively.
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PETROCHINA Company: PetroChina Brand Value: US $13.4 Billion YEAR ON YEAR CHANGE: 12% Headquarter City: Beijing Industry: Oil & Gas Year Formed: 1999



INCREASED DOMESTIC ATTENTION FOLLOWS OVERSEAS EXPANSION PetroChina, China’s largest listed oil company and one of the largest petrochemical companies in the world, is developing its principal business of oil and gas operations and increasing its international operations. In 2012 and 2013, the company partnered with Exxon Mobil in developing Iraq’s giant West Qurna oilfield, and formed an agreement with INEOS Group to conduct refining activities at the Grangemouth refinery in Scotland and the Lavéra refinery in France. It has also formed further deals with companies in Australia and Canada. PetroChina has indicated that it will reduce its international activities in 2014, mainly due to the profits it has gained from China’s increased natural gas prices which enable it to boost its domestic activities, including speeding up the construction of its major pipeline networks. It is facing a number of challenges, including fluctuating oil
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prices and a subdued demand for international oil supplies. Therefore, the company is taking a more cautious approach over the next 12 to 24 months. The company’s domestic focus has also been influenced by internal issues. In 2013, a number of top executives were investigated for corruption activities. Like competitor Sinopec, PetroChina is also one of several oil and gas companies to have come under scrutiny from the Chinese government for failing to meet pollution targets. In June 2013, PetroChina reported half-yearly profits of RMB 65.5 billion ($10.7 billion); a 5.6 percent increase from 2012’s first half figures of RMB 62.0 billion ($10.1 billion). Revenues rose 5.2 percent year-on-year to RMB 1.1 trillion ($179.8 billion). PetroChina is listed on the Hong Kong, New York and Shanghai Stock Exchanges. NAME Li Xianyun, 23 PLACE Changsha I’m a student of Xiamen University, majoring in business administration. I live with my parents in Xiamen. I traveled here to visit my college friend. I will stay here for several days and then travel to Nanjing and Shanghai with her. If I had enough money, I’d make full use of summer vacation to travel and experience more places.
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SINOPEC Company: Sinopec Corporation Brand Value: US $13.1 Billion YEAR ON YEAR CHANGE: 5% Headquarter City: Beijing Industry: Oil & Gas Year Formed: 2000



MARKET-DRIVEN PETROLEUM PRICING LIFTS PROFITABILITY Sinopec recorded a significant profit increase for the first half of 2013, as domestic demand for refined oil products remained strong and the government loosened controls, allowing prices to become more market driven and fluctuate closer to international levels, which stayed relatively high.



NAME Li Zhongyuan, 25 PLACE Zhangjiajie I own a hostel on the mountaintop where a lot of tourists come every day. I dropped out of school when I was very young, and I have operated the hostel with my parents since then. I feel happy when business is good and I dream of having my own fancy hotel one day.



Advanced technology and effective cost control also contributed to the swing to profit growth in 2012 from a profit decline a year earlier. In addition, the company sharpened its domestic marketing and distribution effort to drive greater sales volume through its Sinopecbranded service stations. Sinopec operates China’s largest network of service stations, with over 30,000 locations, and benefits from the rapid rise in automobile ownership. Sinopec is an integrated oil and gas company, active in the exploration, refining, marketing and distribution of petroleum and natural gas products. Its net profit for the first half of 2013 rose 23.6 percent to RMB 30.3 billion ($5.0 billion) on a 5 percent rise in
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revenue to RMB 1.4 trillion ($228.8 billion). The 2013 results followed a 12.8 percent profit decline for full year 2012, in part because of the weak international economy and the slowdown in the rate of China’s economic growth. Sinopec made several international purchases in 2013, including two in Africa, as part of the ongoing effort to obtain sufficient reserves for China’s enormous energy needs. In August 2013, Sinopec announced plans to buy a 33 percent interest the Egyptian holdings of Apache, a US energy company. In June it agreed to purchase a 10 percent stake in the Angolan oil and gas holdings of the US firm Marathon Oil. Sinopec also bought stakes in shale projects in the US. A subsidiary of China Petrochemical Corporation, or Sinopec Group, an SOE (State Owned Enterprise) established in 1998, Sinopec Corporation was formed in 2000 and listed on the Hong Kong, London, New York and Shanghai Stock Exchanges.
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CHINA LIFE Company: China Life Insurance Company, Ltd. Brand Value: US $12.7 Billion YEAR ON YEAR CHANGE: -12% Headquarter City: Beijing Industry: Insurance Year Formed: 2003



INNOVATIONS HELP NAVIGATE CHALLENGING ENVIRONMENT China Life attempted to innovate its way through a challenging year as the country’s life insurance industry slowed sharply after a decade of rapid growth. The company introduced new products, such as critical illness insurance and micro-insurance coverage for low-income urban residents. It became a key investor in the public flotation of People’s Insurance Company of China. And China Life gained publicity insuring the astronauts of Shenzhou-9, China’s space mission. Despite these initiatives, China Life’s income from insurance premiums was almost flat in 2012, while profits dropped 40
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percent as the company faced deep investment losses. Results improved in the first half of 2013. Net profit increased 68.1 percent year-on-year to RMB 16.2 billion ($2.7 billion) on revenue of RMB 247.3 billion ($40.5 billion), an 18.7 percent increase. The improvement followed an increase in investment income and a reduction in onetime charges. In August 2013, China’s insurance regulators loosened the cap on interest rates offered on life insurance policies, removing the upper limit on standard life insurance and paving the way for market-set rates, a move that will impact the company long-term.



China Life is part of China Life Insurance (Group) Company, a state-owned firm that was spun off in 1996 from its predecessor, People’s Insurance Company of China (PICC), which was founded in 1949 with the establishment of the People’s Republic of China. China Life was listed on the New York and Hong Kong Stock Exchanges in 2003. In 2007, China life was listed on the Shanghai Stock Exchange. China Life is the largest life insurance company in China, holding 155 million life and health insurance policies at the end of June 2013. China Life ranks 57 in the BrandZ™ Top 100 Most Valuable Global Brands 2013.



NAME Tang Wenjun, 30 PLACE National Forest Park, Zhangjiajie I come from Wuxi, in Jiangsu Province, where I live with my wife and my son. I am traveling here and I really look forward to climbing the famous mountains of National Forest Park. Climbing mountains is one of my hobbies. I am a freelancer, so I have a lot of free time to travel and hope that I can walk through every inch of land in China.
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PING AN Company: Ping An Insurance (Group) Company of China, Ltd. Brand Value: US $11.1 Billion YEAR ON YEAR CHANGE: 5% Headquarter City: Shekou Industry: Insurance Year Formed: 1988



CROSS-SELLING HELPS RESULTS OF DIVERSIFIED COMPANY Despite the slower economy, Ping An improved revenue and profit for 2012 and the first half of 2013, in part because of its diversified businesses as it shifts from insurance to being a full service financial institution. The company refocused its banking business on specialty businesses including personal finance, microfinance, credit cards and auto loans. With the slogan “Expertise makes life simple,” the company promoted its brand proposition that it’s the leading integrated financial services group. Improved integration of the businesses led to more crossselling, which generated more than half of the auto insurance premium income in 2012. More than 53 percent of new credit cards issued were generated by cross-selling and telemarketing.



NAME Gao Shanting, 24 PLACE National Forest Park, Zhangjiajie I’m from Quanzhou, in Fujian Province. I came to this famous mountain in Zhangjiajie for work. I am assisting the photographer who is taking photos for this book. We have traveled to a lot of places in China. As our work goes on, I hope that we can take more wonderful pictures.
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In 2013, the company marked the 25th anniversary of its founding as an insurance company. In a bold investment, and perhaps a statement about its future ambitions overseas, the company agreed to purchase the Lloyd’s



of London insurance market building, in July. The agreement followed one year after a major step in the company’s strategic shift from pure insurance company to integrated financial services, when the company completed the integration of Shenzhen Development Bank, in July 2012. For the first half of 2013, Ping An achieved total income of RMB 217.4 billion ($35.3 billion), a rise of 21 percent with net profit attributable to shareholders up 28.3 percent to RMB 17.9 billion ($2.9 billion). In 2012, net profit attributable to shareholders increased 3 percent to RMB 20.1 billion ($3.3 billion) on income of RMB 341.5 billion ($55.5 billion), up 20 percent. Ping An serves around 80 million corporate and private customers throughout China with its insurance, banking and investment services. The organization has more than 512,000 sales agents. Ping An was listed on the Hong Kong Stock Exchange in 2004, and on the Shanghai Stock Exchange in 2007. Ping An ranks 84 in the BrandZ™ Top 100 Most Valuable Global Brands 2013.
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MOUTAI Company: Kweichow Moutai Company, Ltd. Brand Value: US $10.5 Billion YEAR ON YEAR CHANGE: -19% Headquarter City: Renhuai Industry: Alcohol Year Formed: 1951



GOVERNMENT AUSTERITY MEASURES IMPACT SALES OF PRESTIGIOUS BRAND Moutai enjoyed a strong financial performance in 2012, with net profit up 52 percent year-on-year to RMB 13.3 billion ($2.1 billion), on sales of RMB 26.5 billion ($4.2 billion), an increase of 44 percent. Recent prospects are less optimistic, however, for the maker of China’s baijiu, the traditional white liquor distilled from sorghum. Chinese government regulations aimed at reducing extravagant spending is impacting sales of the prestigious, highpriced brand, a favorite for official banquets and holiday gift giving. Prices of premium baijiu, like Moutai, often $250 a bottle and beyond, were difficult to sustain. Profit for the first half of 2013 grew 3.6 percent to RMB 7.2 billion ($1.2 billion) on revenue of RMB 14.1 billion ($2.3 billion), the weakest profit appreciation since Moutai was listed on the Shanghai Stock Exchange in 2001. The stock declined to new lows.
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As distributors sought to drive sales with price-cutting, Moutai’s attempt to maintain price stability ended in government anti-trust action. Meanwhile, the company asserted the purity of its wellreputed brand amid government reports of finding levels of harmful chemicals in many Chinese liquors. Moutai continued to cultivate its reputation as an international luxury brand, with the acquisition of a Bordeaux winery in France where it already engages in cooperative ventures. The brand traditionally has been the liquor served at official Chinese government occasions. The Chinese have produced baijiu for over 2,000 years. In 1951, the Chinese government combined several Moutai producers into a single state-owned venture. That company was restructured into the current corporate entity in 1997. It employs almost 14,000 people. NAME Yi Sumei, 17 PLACE a restaurant in Changsha I’m standing on the left. I work as a waitress in this famous restaurant in Changsha. I just quit school and started working two months ago, so I am still new here and I have a lot of things to learn. I do not regret my choice. After I left school and entered society I learned to be more independent and strong. I hope I can support myself.
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CHINA TELECOM Company: China Telecom Corporation Ltd. Brand Value: US $8.2 Billion YEAR ON YEAR CHANGE: -5% Headquarter City: Beijing Industry: Telecom Providers Year Formed: 2002



TELECOM PARTNERS TO ADVANCE MOBILE MESSAGING OPPORTUNITY China Telecom Corporation Ltd. is the largest fixed-line service and the third largest mobile telecommunication provider in the People’s Republic of China. The company has focused on growing its 3G and 4G market share, while also introducing mobile apps.



NAME Rao Lieqing, 51 PLACE Changsha I live here in Changsha with my wife. Before I retired I worked as an electrical engineer. My son is 26 and owns a shop here in Changsha. He often comes to visit me. I hope his business can be more prosperous and all my family can be healthy and happy.



The company has deliberately reduced its overseas activities in order to gain a stronger foothold into its home market. It hopes to benefit from the upcoming national Broadband China policy to increase the country’s broadband network speeds and availability, which will open up new opportunities and routes to market. Mobile messaging is a particularly lucrative market in China at the moment. Competitors China Mobile and China Unicom are both investing heavily in 4G networks and developing new messaging apps. In response, China Telecom has partnered with NetEase, the Internet portal, to create an instant messaging application for smartphones. Named YiChat,
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the application will be a direct competitor to Tencent’s WeChat. China Telecom is also entering a deal with Amazon to increase online sales of mobile phone and service contracts. In the first half of 2013, China Telecom’s profits had grown to RMB 10.2 billion ($1.6 billion): an increase of 16 percent year-onyear. This is largely attributable to a move away from the lower-end of the consumer market to embrace high-end technology and phone products. While the company’s fixed-line numbers have declined, their offering of the iPhone allowed profits to grow in the increasingly competitive, mobile tech-centric Chinese telecoms market. China Telecom Corporation Ltd. operates through two holding companies that were listed on the New York Stock Exchange in 2002, and the Hong Kong Stock Exchange in 2006.
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CHINA MERCHANTS BANK Company: China Merchants Bank Company, Ltd. Brand Value: US $6.8 Billion YEAR ON YEAR CHANGE: 0% Headquarter City: Shenzhen Industry: Financial Institutions Year Formed: 1987



ACTIONS AIM TO STRENGTHEN RETAIL AND SMALL BUSINESS China Merchants Bank enhanced its wealth management products and services and enacted other initiatives to strengthen both its retail and small business operations. The bank appealed to young consumers by promoting e-wallets and wealth management and savings systems, and introduced Android and iPhone apps for consumer mobile banking. The Chinese piano virtuoso Lang Lang serves as the global brand ambassador for China Merchants Bank. Retail online transactions increased 52 percent, passing 490 million. The number of highest-value customers increased by 10 percent to 89,000, during the first half of 2013, while private banking customers grew 15.8 percent to over 22,600.
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The company raised $1 billion in a public offering, during September 2013, raising the capital to strengthen its domestic competitive position against smaller rivals and to help fund its overseas expansion ambitions. These initiatives took place as the bank navigated through the challenges of the general economic slowdown and the liberalization of interest rates. Although the bank’s interest margin declined slightly, overall results were positive. Net profit improved 12.4 percent year-on-year to RMB 26.3 billion ($4.3 billion) during the first half of 2013, with much of the gain coming from commission fees and higher interest rates on investments. The results reflect the impact of China’s



slowing economic growth when compared with the full-year results for 2012, which the bank ended with a net profit increase of 25.3 percent to RMB 45.3 billion ($7.4 billion). China Merchants Bank maintains branches in Hong Kong and New York and offices in London and Taipei. Established in 1987, China Merchants Bank was listed on the Shanghai Stock Exchange in 2002, and on the Hong Kong Stock Exchange in 2006.



NAME Gao Lihua, 26 PLACE Quanzhou I am a Quanzhou native, living here with my parents. I am going to my boyfriend’s home to celebrate his birthday. I am a nurse, working in a hospital nearby. My mother sells tickets in the railway station and my father runs a supermarket. My boyfriend is now looking for a new job and I hope that he can find an ideal one.
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YILI Company: Inner Mongolia Yili Industrial Group Company Ltd. Brand Value: US $5.1 Billion YEAR ON YEAR CHANGE: 86% Headquarter City: Hohhot Industry: Food & Dairy Year Formed: 1993



EXPANSION LINKED TO GREATER BRAND COMPETITIVE STRENGTH Yili is expanding its operations, both at home in mainland China and overseas in America and Australasia. Yili processes and manufactures a wide range of dairy products, including ice-cream, milk powder, milk tea powder, sterilized milk and fresh milk. In July 2013, the company signed a strategic cooperation agreement with Dairy Farmers of America Inc., a USbased milk marketing cooperative that represents around 30 percent of America’s raw milk producers. The new partnership will benefit both companies’ sales and marketing activities, with DFA using Yili to enter the Chinese market while giving Yili access to new technologies and routes to market.



NAME He Weijia, 40 PLACE Changsha I am from Xiangtan, in Hunan Province, and work as an assistant in a home appliance shop in Changsha. I am taking my son out to buy some ice cream. He attends elementary school in Changsha. He loves eating ice cream a lot. My husband is a lawyer. We live here together happily. My wish is that my son can grow up happy and healthy.
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Yili has also confirmed plans to invest $50 million in dairy firm China Huishan Dairy Holdings Company, which will secure its long-term milk supplies in northeast China.



At the end of 2012, Yili took over New Zealand-based Oceania Dairy Group, investing heavily in an infant formula plant in South Canterbury, New Zealand. Scheduled for completion in 2014, the plant will generate around 47,000 tons of dairy products per year. Yili is one of five milk powder manufacturers in China to receive government funding, which will support sector consolidation and increase the companies’ ability to compete with international rivals who dominate the lucrative premium end of China’s infant formula market. For the first half of 2013, Yili gained net profit of RMB 1.7 billion ($285 million) on turnover of RMB 23.9 billion ($3.9 billion). Yili was listed on the Shanghai Stock Exchange in 1996.
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BANK OF COMMUNICATIONS Company: Bank of Communications Brand Value: US $4.9 Billion YEAR ON YEAR CHANGE: -1% Headquarter City: Shanghai Industry: Financial Institutions Year Formed: 1908



OVERSEAS CURRENCY TRADING BUSINESS TARGETS AUSTRALIA FOR EXPANSION One of the first Chinese banks with an extensive international business, Bank of Communications (BoCom) strengthened its international presence with more overseas initiatives, and a particular focus on Australia. China’s fifth-largest bank by assets, BoCom has announced that it will offer direct currency trades from Australian dollars into RMB from the beginning of 2014. It is one of seven Chinese and two Australian banks licensed by the People’s Bank of China to act as market makers for direct trading of the currencies. It already offers the service in China. Australia is a priority in BoCom’s global expansion strategy. The bank intends to triple its Australian assets to about 3 billion Australian dollars (US$3.1 billion) by the end of 2014. In particular, it is increasing syndicated lending and trade finance for Chinese companies
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investing in the energy and agriculture sectors – key areas of growth in Australia. BoCom also recently signed a Memorandum of Understanding on cross-border RMB business cooperation with HSBC, under which both banks will leverage their international and domestic presence to further strengthen and deepen their cooperation in crossborder RMB business. In 2013, BoCom appointed a new chairman in conjunction with China’s once-a-decade political leadership transition. Good first-quarter results have strengthened confidence in the bank’s new leader. In April 2013, BoCom reported a betterthan-expected profit growth of 12 per cent year-on-year, at RMB 17.7 billion ($2.9 billion). Bank of Communications was listed on the Hong Kong Stock Exchange in 2005 and the Shanghai Stock Exchange in 2007.



NAME Li Xianyun, 50 PLACE Zhangjiajie I am a Zhangjiajie native, living here with my son, daughter-in-law and grandchildren. My son works in a toy factory and my daughter-in-law takes care of the kids. We are a big happy family. I am a worker in a factory but will retire in the near future. I hope I can live a leisurely life with my wife after retirement.
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CHINA UNICOM Company: China Unicom Ltd. Brand Value: US $4.4 Billion YEAR ON YEAR CHANGE: 6% Headquarter City: Beijing Industry: Telecom Providers Year Formed: 2009



YOUNG URBAN CUSTOMERS PROVIDE THE KEY TO GROWTH China Unicom continues to dominate the 3G market in China; 2013 was the company’s most successful years since it was formed. In the first half of the year, profits increased year-on-year by 55 percent.



NAME Li Zhaofei, 28 PLACE National Forest Park, Zhangjiajie I’m on the left. I am about to climb the mountain here with my friend. We enjoy the pleasant weather and fresh air in the forest park. I am pursuing my postgraduate degree in medicine, which is difficult and time-consuming. I spend most of my day studying, so I hardly have leisure time. In this summer vacation, I finally managed to squeeze some time for traveling, so I cherish this happy and relaxing moment a lot.
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The company is the country’s second largest mobile phone company by subscriber numbers, which rose 20 percent in 2013 to 262.2 million over the year before. Some 100 million of these are 3G customers, up more than half from the first half of 2012. In 2012, China Unicom invested heavily in lower-priced smartphones, less expensive services and faster network speeds, in a move to appeal directly to young urban customers. The company has maintained this approach, focusing on 3G customers using lower-end handsets and teaming up with handset makers to create and sell specific phones for this market, in which the company is hoping to



gain a bigger share of over the next 12-to-24 months. It is also increasing its focus on fixed-line contracts. China Unicom is also taking advantage of the growing popularity of text messaging apps. The company has teamed up with the leading messaging app WeChat to offer dedicated data subscriber identity modules (SIMs). Net profits for the first half of 2013 were RMB 5.3 billion ($868 million), a year-on-year increase of 55 percent on the same period in 2012. Revenues from 3G services rose by 50 percent to RMB 40.9 billion ($6.7 billion) in the first half of 2013, while revenues from Internet broadband services rose 10 percent to RMB 23.4 billion ($3.7 billion), as the number of subscribers rose by four million year-on-year to 62.6 million. China Unicom was listed on the New York and Hong Kong Stock Exchanges in an IPO in 2000. It was listed on the Shanghai Stock Exchange in 2002.
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AIR CHINA Company: Air China Ltd. Brand Value: US $3.7 Billion YEAR ON YEAR CHANGE: 12% Headquarter City: Beijing Industry: Airlines Year Formed: 1988



AIRLINE ADDS NEW EQUIPMENT, ROUTES FOR EXPECTED DEMAND Air China added international routes and purchased new aircraft to expand the capacity of its fleet, in anticipation of global economic recovery and growing demand in China. The new routes included nonstop service between Beijing and Geneva, which increases Air China’s European destinations to 12, including Dusseldorf, Frankfurt, London, Madrid, Milan, Munich, Paris, Rome and Stockholm. In addition, the airline added a Beijing-Houston non-stop and a connection between Chengdu and Frankfurt, the first direct flight
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between a second tier city and Europe. Air China now connects to 64 destinations from Chengdu, which along with Shanghai is an Air China hub. The airline planned to inaugurate direct flights to Cambodia in late 2013, and it closed a three-year deal with Tourism Australia to facilitate Chinese travel to Australia. Revenue from Internet sales increased 39 percent during 2012. The number of frequent flyer customers reached almost 20 million. Air China operated a fleet of 470 aircraft, at the end of June 2013. The number of passenger routes



reached 308—72 international 16 regional and 220 domestic—to 148 cities in 30 countries and regions. For the first half of 2013, Air China delivered a profit of RMB 1.1 billion ($163.4 million), a 9.9 percent increase on revenue of RMB 46 billion ($7.5 billion), which was down slightly for the same period a year earlier. Those results followed a profit decline for the full year 2012, on a slight increase in sales to RMB 100.8 billion ($17.7 billion). The airline was formed in 1988 and listed on the Hong Kong and London Stock Exchanges in 2004, and subsequently on the Shanghai Stock Exchange.



NAME He Dongle, 41 PLACE Zhangjiajie I am from Wuxi, in Jiangsu Province, and traveling here with my girlfriend and my two sons who attend elementary school. They watched the movie Avatar and wanted to see the real location of the movie, so I took them here, to Yuanjiajie, where the film was shot. I’m with them, just out of sight, holding the flag.
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CHINA MINSHENG BANK Company: China Minsheng Banking Corporation, Ltd. Brand Value: US $3.4 Billion YEAR ON YEAR CHANGE: New Headquarter City: Beijing Industry: Financial Institutions Year Formed: 1996



INITIATIVES TARGET NEW BUSINESSES AS BANKING INDUSTRY RULES CHANGE China Minsheng Bank launched several initiatives to expand its core business, the provision of microloan and comprehensive financial services to small- and medium-size enterprises. As part of a strategic effort to focus broadly on industries, rather than only on individual clients, the bank established business development units for tea, fishery, stone materials and liquor. In addition, Minsheng experienced early success from a venture, launched in July 2012, to include insurance in its offering to high wealth clients. The insurance business, developed in cooperation with New China Life, is called RuiXiang Life and Wealth Security Plan.



NAME Gao Shanting, 24 PLACE Changde I came here to visit my cousin, who’s attending college in Changde. I have been preparing for some English exams for a month. Following the exams, I will focus more on my other studies. I hope that I do well on the exams. Meanwhile, I am working as the assistant to the photographer taking the photos for this book.
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The bank also formed a partnership with the Alibaba Group, the online marketplace, to promote credit cards, wealth management and other products and services. The Alibaba arrangement was part of an e-commerce development plan announced in September 2013.



These new initiatives took place as the China’s banking industry experienced interest rate reform, which potentially reduced profit gained from large corporate customers. To help fund the new initiatives, the bank issued an RMB 20 billion ($3.3 billion) bond in March 2013. For the first half of 2013, profitability rose 20.4 percent to RMB 22.9 billion ($3.7 billion). For the full year 2012, the bank generated a profit of RMB 37.6 billion ($8.2 billion), a year-onyear increase of 34.6 percent on revenue of RMB 103.1 billion ($16.9 billion), which was up 25.2 percent. The bank operates over 700 branches in 34 cities. The total number of its institution is 754. Founded in 1996 as an institution without state ownership, China Minsheng Banking Corporation, Ltd. was listed on the Shanghai Stock Exchange in 2003, and on the Hong Kong Exchange in 2009.



111



Part 3 |



The BrandZ™ Top 100 Most Valuable Chinese Brands



TOP 100 Most Valuable Chinese Brands 2014



CPIC Company: China Pacific Insurance (Group) Company Ltd. (CPIC) Brand Value: US $3.4 Billion YEAR ON YEAR CHANGE: -2% Headquarter City: Shanghai Industry: Insurance Year Formed: 1991



PROFIT INCREASES SHARPLY AFTER A YEAR OF PRESSURE CPIC experienced strong growth during the first half of 2013, with profits up 107 percent year-on-year to RMB 5.5 billion ($881.8 million). New business in life, property, and casualty insurance, along with an 80.8 percent rise in investment income, contributed to the extraordinary profit rise, which followed a challenging year of adjustment to the slower economy. Premiums from new customers declined 20.5 percent during 2012. Premiums also declined in the company’s bancassurance business, the collaboration with banks to sell insurance product. CPIC took several initiatives to help drive sustained growth. It accelerated the development of new channels, including telemarketing and Internet. Written premiums from new channels increased almost 85 percent over the prior year. The company also increased the number of insurance agents, now close to 300,000, and improved
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agent productivity. Anticipating a strong opportunity, the company established a health care insurance company in partnership with Allianz, the German insurer. In addition, CPIC improved its ability to manage customer data in ways that enhance customer experience and identify more sales opportunities. The company shared more data between departments and coordinated telephone and online marketing. China Pacific is one of China’s largest insurers, with a diversified portfolio of life and property and casualty insurance products and a wealth management business. At the end of 2012, 85,000 employees served over 76 million customers. The company was established in 1991. China Pacific Insurance Company, Ltd. was listed on the Shanghai Stock Exchange in 2007, and on the Hong Kong Stock Exchange in 2009. NAME Liang Jiyou, 24 PLACE Zhangjiajie I am the man on the left. I came from Changde, in Hunan Province, to travel in Zhangjiajie with my friend. This is our second day of the trip and we plan to climb Tianzi Mountain tomorrow. I am a college student, majoring in physics. I study hard in school because I want to get a decent job after graduation. I hope that my parents will be happy and healthy.
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MENGNIU Company: China Mengniu Dairy Company, Ltd. Brand Value: US $3.1 Billion YEAR ON YEAR CHANGE: 30% Headquarter City: Hohhot Industry: Food & Dairy Year Formed: 1999



PRODUCT SAFETY IMPROVEMENT DRIVES ACQUISITIONS, INVESTMENTS With several acquisitions and partnerships, China’s largest milk producer moved aggressively to improve product safety and rebuild consumer trust, following the tainted food scandals that impacted many companies during the past few years.



NAME Liu Juanjuan, 20 PLACE Changde I am the woman on the right. I just went shopping with my friend. I am a Changsha native, living here with my parents. I am a kindergarten teacher and spend a lot of time with kids every day. I always take good care of them. Whenever I see their cute faces, I feel a rush of love and hope. I love my job. I hope I can stay young forever and have unlimited time to spend with my students.



Mengniu become the largest shareholder in China Modern Dairy holdings, Ltd., with a 28 percent stake in the giant Chinese dairy farmer. The company expects to improve product safety with greater control over the source of its milk supply. The company also entered into a joint venture with Danone, a leading French maker of yoghurt, infant formula and other products. Mengniu gains access to food safety technology and knowhow, while Danone extends its reach into the Chinese market. It also expanded a similar relationship with Arla Foods, a Danish dairy company. To further ensure product safety, and to increase its infant formula business, Mengniu acquired a major stake in Yashili International Holdings
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Ltd., a Chinese infant formula maker that sources much of its products from New Zealand. As the business became more complicated, the company tried to communicate more clearly to customers by reducing the number of brands it offers and organizing them them into groups. It adopted the slogan, “A little happiness matters.” While not currently targeting overseas markets, overseas markets, Mengniu anticipated that accelerated industry consolidation would increase scale and competitiveness. For the first half of 2013, net profit increased 16.3 percent to RMB 750 million ($120 million) on a 13.3 percent revenue increase to RMB 20.7 billion ($3.4 billion). Mengniu’s sales and profit fell in 2012 compared with the previous year, with net profit off 20.9 percent to RMB 1.3 billion ($210 million), on a sales decline 3.5 percent to RMB 36.1 billion ($5.9 billion). COFCO Group, China’s large, state-owned food manufacturer, is Mengniu’s largest stakeholder. Mengniu was listed on the Hong Kong Stock Exchange in 2004.
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YUNNAN BAIYAO Company: Yunnan Baiyao Group Company, Ltd. Brand Value: US $3.0 Billion YEAR ON YEAR CHANGE: 72% Headquarter City: Kunming Industry: Health Care Year Formed: 1902



BRAND PREPARES FOR OVERSEAS MARKETS AND EXPANDED RANGE Yunnan Baiyao, the largest manufacturer of traditional Chinese medicine, opened a new production facility, built to international standards and focused on export. It also planned to expand its range of pharmaceutical products, generic drugs and other health care products.



The company’s herbal medicines are sold in powder, capsule, spray, and plaster form. It markets through six divisions, medicine, skin care, health products, original herbal medicine, Yunnan Baiyao pharmacy, and international. The company also has subsidiaries in biotechnological research and investment.



Specialized in wound care products, which is part of the brand’s formation and legacy, the company also offers natural herbal medicine and personal care products, such as toothpaste with medicinal properties.



Yunnan product ingredients historically have been considered a state secret, but the company faced challenges to become more transparent, in 2013. The company achieved net income of RMB 1.6 billion ($260 million) in 2012, on revenue of RMB 13.6 billion ($2.2 billion). Founded in 1902, it is the first company from Yunnan Province to be listed on the Shenzhen Stock Exchange, in 1993.



Prior to launching its toothpaste, the company’s main retail relationships were with pharmacies. In an effort to boost sales of toothpaste and other FMCG products containing baiyao, the products are now sold in more retail locations and online.
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NAME Yang Xiyan, 35 PLACE Lijiang I am a member of the Naxi people. My friends and I serve as a tour guides here in Lijiang. We provide tours to tourists free of charge because the government pays our salaries. I am fond of my current job. As a guide, I can tell tourists about the rich culture in my hometown. My husband also works in Lijiang and we have two children. I hope my family can live happily in the future.
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SHUANGHUI Company: Henan Shuanghui Investment and Development Company, Ltd. Brand Value: US $2.7 Billion YEAR ON YEAR CHANGE: 60% Headquarter City: Luohe Industry: Food & Dairy Year Formed: 1969



MEAT PROCESSOR CULTIVATES TRUST, BOOSTS PRODUCTION As part of its strategy to dramatically increase pork production and distribution, Shuanghui purchased Smithfield Foods, Inc., the largest pork processor in the United States, for $4.7 billion. The deal will help Shuanghui meet the increasing Chinese consumer appetite for premium meat, which has become more affordable with the rise in household incomes. It also advances the company’s global ambitions and reinforces the brand image with increased access to food technology and operational best practices. The transaction, which closed in September 2013, is the largest Chinese takeover of a US company. The combined companies produce $20 billion in annual revenue. Shuanghui produced sales of $6.2



billion in 2012. Smithfield sales were roughly double, $13.2 billion, with a net income of $183.8 million. Only a few months prior to announcement of the deal, China’s pork industry was the center of a food safety scare when more than 10,000 dead pigs were discovered in Shanghai’s Huangpu River. The incident, linked to small-scale farmers, drove consumers to largescale suppliers like Shuanghui. The first Shuanghui processing plant opened in 1969. Henan Shuanghui Investment and Development Company, Ltd. was established in 1998 and listed on the Shenzhen Stock Exchange. It is a subsidiary of Shuanghui Group, known as Shineway Group in English. The Group is part of a holding company called Shuanghui International Holdings Ltd.



NAME Su Lishu, 61 PLACE Quanzhou I’m originally from Quanzhou, in Fujian Province, and have been selling meat here for more than 30 years. We butcher pigs and also sell other meat. My meat stall is in a good location where a lot of customers pass by, so my business is very good. I have two daughters. The elder one is 36-years old and the other one is 32. I hope that both of my daughters will live happy and harmonious lives with their husbands.
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LENOVO Company: Lenovo Group Ltd. Brand Value: US $2.6 Billion YEAR ON YEAR CHANGE: 15% Headquarter City: Beijing Industry: Technology Year Formed: 1984



SHIFT BEYOND PC FOCUS YIELDS POSITIVE RESULTS The company’s sales of mobile devices—smartphones and tablets—exceeded PC sales for the first time, in the first quarter of Lenovo’s 2014 fiscal year, which ended June 30, 2013. The result signaled that the business founded on PC and laptop computing was successfully navigating the decline in the PC market and the dramatic shift toward mobile devices. Lenovo executed a dual “protect and attack” strategy, strengthening its core business and developing a family of new PCs, smartphones and tablets that the company calls PC+. In strengthening its core business, Lenovo remained strong in China, its home market, which represents 42 percent of total revenue. It also strengthened its position in other fast growing markets, including India and Russia. Already a smartphone provider in China, the company introduced its phones in India, Indonesia, the Philippines, Russia and Vietnam.
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Sales for the part of the business call MIDH (Mobile Internet Digital Home) increased to 9 percent of total revenue in Lenovo’s fiscal 2013, from 5 percent a year earlier. Over the same period, revenue from notebook computers declined to 53 percent of total revenue from 56.5 percent. For the first quarter of fiscal 2014, MIDH revenue more than doubled year-on-year. Lenovo continued to market its brand globally with the line, “For those who do,” which is aimed at both business and consumer customers and attempts to present the company as an innovative technology leader providing tools that help and inspire people to accomplish their objectives. In fiscal 2013, ended March 31, 2013, Lenovo increased profit attributable to shareholders by 34 percent to $635 million, on revenue of $33.9 billion, up 15 percent. The company launched the Lenovo brand in 2003, and acquired IBM’s Personal Computing Division, including the ThinkPad™ notebook, in 2005. Lenovo is traded on the Hong Kong Stock Exchange.



NAME Xie Huhao, 15 PLACE Diqing I am a third-year student in junior high school. I am enjoying my summer vacation at home and helping my mother in our family’s shop, where I normally play computer games when there are no customers. I hope my family can be healthy. I hope to become a policeman.
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VANKE Company: China Vanke Corporation Ltd. Brand Value: US $2.5 Billion YEAR ON YEAR CHANGE: New Headquarter City: Shenzhen Industry: Real Estate Year Formed: 1984



AFFORDABLE MICRO-HOMES APPEAL TO YOUNG WORKERS Vanke, China’s largest residential real estate developer, is responding to the growing need for affordable inner-city housing by increasing its portfolio of “microhomes” in cities such as Dongguan and Shenzhen. Last year, the company unveiled a development in the southeastern factory town of Dongguan, with 42 square meter (452 square feet) apartments featuring folding beds and tubular showers.The development generated good publicity for the brand and have sold well. NAME GaoShanting, 24 PLACE Quanzhou I have lived here in Quanzhou for more than 20 years. My parents are in the marble business in this city. I am a college student in Xi’an International Studies University, majoring in accounting, but I do not like my major. How I wish that four years ago, when I applied for college, I could have followed my heart and chosen a different major.



Earlier this year, Vanke opened a development in X’ian, offering 18 square meter (194 square feet) apartments costing around RMB 130,000 ($21,240). Vanke’s increasing focus on smaller, affordable properties is a clear indication that China’s real-estate industry is targeting young professionals and other urban dwellers who are keen to get on to the property ladder. Urbanization is a major socioeconomic factor in China. In the next three-to-five years, around 240 million village-dwellers are
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expected to move from the countryside to major cities, swelling China’s urban population from 691 million to an estimated billion or more. Vanke is also expanding its property portfolio overseas. With more Chinese emigrating to cities such as Hong Kong, San Francisco, New York, Boston and Singapore, the company is now developing mid- to high-class apartments in these locations to appeal to the growing expat population. Vanke’s first major US high-end residential project was unveiled in San Francisco in spring 2013. In August 2013, Vanke reported half-year sales of RMB 15.3 billion ($2.5 billion), an increase of 34.6 percent year-on-year. Much of this growth can be attributed to the overseas portfolio; however, the rising popularity of micro-homes should generate steady growth over the coming years. Vanke was founded in 1984 and was listed on the Shenzhen Stock Exchange in 1991.
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OUR INSIGHTS Mobile Marketing



Inspire consumer interactive engagement



Zhao Ying Director of Communications Planning ADK Shanghai



The rise of smart phone technology continues to change the lives and habits of consumers and the ways that consumers and businesses interact. With mobile, it is possible to achieve an even deeper interactive experience anytime, anyplace. However, compared to previous forms of media communication, brand marketers must prepare to face even tougher challenges.



In the fast-changing mobile environment there is no one key to success, but there are useful fundamentals. For mobile marketing success, it is critical to focus on inspiring consumer involvement with the brand and to push for consumer interactive participation in mobile two-way activity.
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Consumers



Deliver positive energy to build brand preference Chinese consumers sometimes feel a bit more restless and negative these days. Their mood is an unintended consequence of the rise of social media and the increase of transparency. People are exposed to more bad news and challenging social issues. As a result, today’s Chinese consumers are becoming increasingly fascinated with the concept of “positive energy,” which centers on developing an optimistic life attitude.



[email protected] www.adk.jp/english/
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Account Director, Cohn & Wolfe Impactasia Shanghai [email protected] www.cohnwolfe.com/zh-en



Mobile, social media enable one-to-one conversations



Corporate diversification adds branding challenges



The first priority is creating a suitable brand architecture that organizes the ever-increasing number of brands in a coherent



Joyce Kang



E-Commerce



Brand Management



To realize the vast opportunities in China’s dynamic economy, companies increasingly diversify into new products and services, and even into entirely new industries. Diversification brings challenges for managing the expanded brand portfolio in a way that communicates both the vitality of individual brands and collective brand strength.



For brands, this development suggests that, apart from repetitively broadcasting about product quality or superior experience, it would be beneficial to deliver more “positive energy” through branding campaigns and other communication efforts, to reach consumers emotionally and truly inspire them. This approach will definitely help enhance consumers’ preference towards brands.



and market-driven way. The second priority is devising a brand portfolio strategy that maps out the relationship between the master brand and the product and service sub-brands, providing a clear taxonomy for the brand name system. In a fast growing market like China, brand portfolio development is an organic process. It should reflect present business reality, but also leave space for flexibility and future changes.



Chinese consumers lead the world in adopting new media and shopping behaviors, especially in e-commerce and mobile.



Richard Chien Planning Partner Ogilvy & Mather, Beijing [email protected] www.ogilvy.com.cn



Karl Cluck Chief Strategy Officer, North Asia Mindshare [email protected] www.mindshareworld.com



Unlike some other countries where e-commerce remains an “add on” retail channel, online is quickly becoming the primary shopping channel for more 90s generation consumers, especially in FMCG categories like skincare, healthcare and other durables. For mass merchants, this development means shifting their in-store focus to more food and daily “consumables.” For big FMCG players, it means focusing more media investment on demand generation and conversion in online channels.



The shift to mobile social platforms—and the evolution of social media from broadcast to individual interaction—offers brands more opportunities to have “one-to-one” conversations with consumers. For brand marketers, this development means segmenting their consumer targets based on affinity groups or communities, versus broad demographics, and creating a social strategy that gives consumers a compelling reason to engage directly.
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Consumers



Reach the cyber generation with simplicity and fun One of the hit Chinese movies of 2013 was a romance called “Tiny Times,” directed by teenage idol Guo Jingming and starring the actress Yang Mi. The movie’s core audience—the generation born after 1990—drove its popularity. Over 80 percent of this group have surfed the Internet and 60 percent or more have Internet access at home. These are the people who grew up online and are comfortable going online to shop and play. To reach these “Tiny Times” fans, a large and important market, brands need to be simple and fun. The “feel” of a brand is more important than its rational appeal; being associated with an icon is more important than functionality. And it helps to have a spokesperson like Guo Jingming or Yang Mi.



Sophie Zhou Strategy & Innovation Director, Grey Group [email protected] www.grey.com/china



Social Commerce



Plan for what people say about the brand Chinese consumers like brands and they communicate about them. On average, Chinese people are fans of eight brands. And 50 percent of the traffic on e-commerce sites comes from communication about product and brand in social media. Combine these trends with the dramatic growth of e-commerce in China, and the result is social commerce.



Chief Strategy Officer MEC China [email protected] www.mecglobal.com



Trust



Food safety issues drive more reliance on brands



The sale is still won, or lost, at “the shelf”
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Thomas Nolsoee



It’s critical for brands to understand this new digital variation of shopping. But too many brand-marketing



Execution



In China, where a diversified, advanced and sophisticated e-commerce sector with a cuttingedge distribution network exists, a phenomenal pull toward online shopping is created. Coupled with the size and attractiveness of the Chinese market and the number of new entrants, this pull leads to an unrivaled level of competition for consumers’ attention. Consequently, excellent execution and accurate measurement at the relevant point of purchase—virtual or physical—become critical.



teams are still organized into silos for communicating what the brand wants to say to people. In a social commerce world, brand planning for what you want people to say about you is as key as planning for you want to say to people. Strong content is more important than a campaign calendar.



Basic marketing principles are more important than ever. The purchase decision ultimately is made at “the shelf,” online or in-store. Winning that decision depends on execution. Today, competitive distractions and temptations leave little room for error. Getting everything right and driving the sale requires scientific, precise and measured discipline. Powerful measurement tools are essential to any brand’s performance.



Michael Smollan CEO Smollan China [email protected] www.smollan.co.za



Sophie Shen General Manager CTR Media & Consumption Behavior [email protected] www.ctrchina.cn



Frequent food safety incidents are leading Chinese consumers to rely more on brands when buying food and daily necessities. A CNRS-TGI study reveals that the percentage of people who agreed with the statement "I don't care about the brand when buying foods and daily goods" dropped from 42 percent in 2011, to 38 percent in 2012.



For food companies, this finding means that, as brands and trust play a bigger role in Chinese consumers food choices, elements such as “taste” and “price” will no longer be the focal marketing message. Instead, marketing messages will increasingly be about the food brand's resource advantages, such as healthy ingredients, reliable sourcing, and world-class processing technologies.
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PICC Company: PICC Property and Casualty Company Ltd. Brand Value: US $2.4 Billion YEAR ON YEAR CHANGE: New Headquarter City: Beijing Industry: Insurance Year Formed: 1949



OPERATIONAL CHANGES DRIVE SALES AND PROFIT With around three-quarters of its business centered on auto insurance, PICC pursued the growing auto market, but also attempted to build its insurance portfolio in other industries, including agriculture, tourism, culture and education. PICC diversified into niche product areas, too. In cooperation with Qihoo 360, the technology specialist in PC and mobile security, the company offered the first insurance against theft of mobile phones. To strengthen its sales and marketing effectiveness, PICC implemented a matrix sales
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structure based on region, product line and channel. Besides driving revenue growth, these measures were intended to improve customer service and brand reputation. The company also improved the speed of claim settlement, tightened risk control and implemented a new centralized information system to optimize efficiency and improve profitability. PICC achieved net profit of RMB 10.4 billion ($1.7 billion) in 2012, an increase of 29.6 percent on an 11.2 percent rise in revenue to RMB 193.5 billion ($31.7 billion). During the first half of 2013, the company improved turnover 14.3 percent year-on-year to RMB 115.6 billion,



with net income of RMB 7.6 billion, up 16.7 percent. The company employed over 157,500 people at the middle of 2013. An SOE (State Owned Enterprise), PICC is traded on the Hong Kong Stock Exchange. It was founded in 1949, and spun off from corporate parent People’s Insurance Company Group of China Ltd., in 2003. The Group, which operates several subsidiaries, owns the majority stake in PICC, and American International Group Inc. (AIG) holds about 10 percent.



NAME Zhou Baile, 35 PLACE Beijing I work in an IT company in Zhongguancun, here in Beijing. I have worked here since I graduated from college. And now I just bought a house. I have a daughter. She is five-years old and attends kindergarten. I take the bus home from work every day, which takes me more than an hour. I want to arrive home as soon as possible and have supper with my wife and daughter.



129



Part 3 |



The BrandZ™ Top 100 Most Valuable Chinese Brands



TOP 100 Most Valuable Chinese Brands 2014



YANGHE Company: Jiangsu Yanghe Brewery Joint-Stock Company, Ltd. Brand Value: US $2.0 Billion YEAR ON YEAR CHANGE: New Headquarter City: Suqian Industry: Alcohol Year Formed: 1949



REVENUE AND PROFIT IMPROVE AS BRAND REPOSITIONS BAIJIU Yanghe repositioned the brand toward the mid-price part of the baijiu market, aiming to drive share and profit at a time when government policies limiting extravagant spending weakened demand for expensive traditional Chinese liquor. The company reported strong financial results.



Yanghe also stressed product development. It introduced an eco-series in May 2013, promoting green, healthy and natural baijiu. A red wine range appeared in March 2013. The marketing campaigns stressed that the new products were high quality, well priced and eco-friendly.



As it implemented its positioning change, Yanghe also invested in ensuring its quality standards. The company refined its production line brewing process and introduced technology to improve packaging.



Yanghe also sponsored charity events, singing contests, and concerts. Its sponsorship of a charitable singing contest on CCTV (China Central Television), helped the brand communicate its new moderate price positioning to a wide audience.



And it focused attention on three rural counties outside of Shanghai, in the area of Danyang and Zhenjiang, aiming to sell its products in every wine store, hotel and supermarket.



NAME Xiao Anhua, 43 PLACE Shanghai It is the weekend and I do not have to work, so I’m shopping here. I am a mechanical engineer, and have worked in the Shanghai suburbs for two years. I have a nine-year-old daughter, who is an elementary school student, in the third grade. My wife is a waitress in a hotel. We live happily together in Shanghai. My wish is to have my own mechanical engineering company someday.
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Yanghe’s annual revenue reached RMB 17.0 billion ($2.8 billion) in 2012, a 35.6 percent year-onyear improvement, while net profit grew 53.9 percent to RMB 6.2 billion ($1.0 billion). Yanghe was formed in 1949 and listed in Shenzhen in 2009.
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POLY REAL ESTATE Company: Poly Real Estate Group Co. Ltd. Brand Value: US $1.9 Billion YEAR ON YEAR CHANGE: New Headquarter City: Guangzhou Industry: Real Estate Year Formed: 1992



CULTURAL CREDENTIALS BUILD PROPERTY BRAND Poly Real Estate Group Company, Ltd. is using the Chinese government’s subsidized housing strategy to grow its brand reputation and drive revenues. The Group currently has around 40 government-subsidized housing projects under construction throughout China, covering over around 3.4 million square meters. (32.3 million square feet) It is a division of China Poly Group Corporation, which also has interests in international trade, and mineral resources. The Group has a strong reputation for championing Chinese culture and heritage, which it is using to strengthen its reputation in the property market. Many of their residential developments combine projects combining family-centric, accessible living with cinemas, theatres, recreational and dining areas; creating appealing community-living opportunities in major cities including Beijing, Shanghai, Guangzhou, Shenzhen, Wuhan, Changsha, Tianjin, Harbin, Shenyang, Chongqing, Hainan, and Hong Kong.
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In the second quarter of 2013, the Group opened three new commodity residential projects: Kunming Poly Sky and Earth, Hainan Poly Peninsula No.1 and Jinan Poly Elegant Garden. Offers for apartments in Kunming Poly Sky and Earth reached over 90 percent on the first day of launch. In the second half of 2013, the Group plans to launch two new residential projects for sale, including Huizhou Poly Sunshine Town and Nanning Poly Jun Yue Wan. The Group also owns a sizeable hotel portfolio with stable occupancy rates: in June 2013, Beijing Poly Plaza Hotel’s occupancy rate reached 72 percent, and Hubei Poly Hotel reached 53 percent. In 2013, the Group recorded halfyear turnover of RMB 27.5 billion ($4.5 billion) and net profit of RMB 3.4 billion ($560 million). Poly Real Estate Group Co. Ltd. was formed in 1992 and was listed on the Shanghai Stock Exchange in 2006. NAME Li Gang, 30 PLACE Shuitou Town in Quanzhou I bought this car and have been a driver for two years in Quanzhou. I am from Anhui Province, where my wife still lives and works. My parents live with my wife and help take care of our son, who is three-years old. I go back to visit them once a year. I wish I could earn more money and have more time to spend with them.
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CHINA EASTERN AIRLINES Company: China Eastern Airlines Corporation Ltd. Brand Value: US $1.9 Billion YEAR ON YEAR CHANGE: 8% Headquarter City: Shanghai Industry: Airlines Year Formed: 1988



NEW ROUTES, EQUIPMENT, PARTNERSHIPS SUPPORT INTERNATIONAL GROWTH PLANS



NAME Tan Linrong, 45 PLACE Zhangjiajie Airport I just got off a plane from Shanghai, where I work and live with my wife and 9-year-old daughter. I am a department manager in a big company. I am suffering great pressure from my work, so I took several days off to tour around, climbing mountains and enjoying the beautiful natural view here. If I have enough time in the future, I would like to tour around the world.



China Eastern Airlines doubled its number of flights between Vancouver and Shanghai in 2013, and added new routes to San Francisco. It also added new routes between Kunming and Nanning and to Southeast Asian areas such as Vietnam and Cambodia. The carrier has also entered a codesharing agreement with Qantas on China-Australia routes, enabling the two airlines to market and sell one another’s flights and offer customers a greater choice of destinations and connections.



aircraft are planned for 2014, and a deal has also been signed with Honeywell to provide advanced avionics for much of the expanded fleet in the coming years.



It will also add with more routes to locations such as Honolulu and Manila at the end of 2013, and intends to continue expanding its international routes over the next 12 months.



In the first quarter of 2013, China Eastern Airlines reported losses of RMB 132 million ($21.6 million), largely attributable to a reduction in fares and a declining demand for Japanese routes. However, the strong demand for international routes has prompted the airline to explore these as a means of increasing revenues.



China Eastern Airlines is looking to invest heavily in new technologies to boost its international expansion plans. The carrier plans to add 58 new aircraft to its fleet, including 22 Airbus A320s, 26 Boeing 737NGs and eight A330s. A further 70
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The carrier is strengthening cooperation with China Southern Airlines, Xiamen Airlines and China Airlines to better serve business and leisure travelers from mainland China, Taiwan and Hong Kong. The new partnership combines frequent flyer programs and travel services across 41 airports in the region.



China Eastern Airlines was listed on the New York, Hong Kong and Shanghai Stock Exchanges in 1997.
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NEW CHINA LIFE Company: New China Life Insurance Company, Ltd. Brand Value: US $1.7 Billion YEAR ON YEAR CHANGE: New Headquarter City: Beijing Industry: Insurance Year Formed: 1996



NEW PRODUCTS AND SERVICES RESPOND TO CHANGING MARKET In a strategic response to China’s rapidly evolving insurance market, New China Life developed and implemented more user-friendly products and services.



the impact of new government insurance industry regulations that require market pricing for premiums and encourage high product standards.



The company shifted its product emphasis to health care, elderly care, and wealth and risk management, to more closely match customer needs. To make it easier to purchase insurance and file claims, New China Life improved its online platform with instant messaging, mobile applications and a QR code.



New China Life cooperated with production of a TV drama featuring an insurance agent. The program attempted to improve the public’s image of insurance agents. To help publicize some of its product and service changes it produced a short online video.



These initiatives attempt to meet the needs and expectations of customers in China’s growing middle class. They also reflect
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In 2012, New China Life generated a profit of RMB 2.9 billion ($470 million), a year-on-year increase of 4.8 percent. Founded in 1996, New China Life Insurance Company, Ltd. was listed on the Shanghai and Hong Kong Stock Exchanges in 2011.



NAME Zhang Nan, 27 PLACE SumtselingMonastery, Shangri-La I came from Chengdu, in Sichuan Province. I am traveling with some friends. The breathtaking scenery in Shangri-La is really appealing to me. I hope the good feeling of this vacation will stay with me when I return back to Chengdu. Holding the sign with me is Liang Shutian, a student from Qingyuan, in Guangdong Province.
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TSINGTAO BEER Company: Tsingtao Brewery Company, Ltd. Brand Value: US $1.7 Billion YEAR ON YEAR CHANGE: 40% Headquarter City: Qingdao Industry: Alcohol Year Formed: 1903



BRAND CELEBRATES 110 YEARS WITH STRONG REBOUND China’s biggest brewer celebrated its 110-year anniversary with a financial rebound and strong stock market performance. Profit for the first half of 2013 increased 38 percent to RMB 1.4 billion ($230 million) from the same period a year earlier, on revenue of RMB 14.9 billion ($2.4 billion), an 11 percent increase. The stock price rose sharply through August. The results followed a weaker 2012. Tsingtao Beer strengthened its operations, adding plants in Jiangxi and Henan Provinces where it did not have capacity. It also completed a strategic arrangement with Japan’s Suntory beer to increase efficiency by integrating production and sales in Shanghai and Jiangsu Province.



NAME Liu Zihui, 27 PLACE Hangzhou I am the guy sitting on the right. I came here to tour around West Lake. I’m from Taiyuan, in Shanxi Province, where my parents still live and work. I live and work in Shanghai. I have worked as a clerk in a media company for three years. I hope that through my hard work, I will be promoted to be the manager of my department in the near future.
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In addition, the brand added a potentially important new sales channel with the launch of a flagship store on Tmall, China’s



popular online shopping portal. The location of the original Tsingtao Beer brewery was a focal point of the twenty-third annual Qingdao International Beer Festival. Revenue increased to RMB 25.8 billion ($4.1 billion) in 2012, an 11.3 percent percent year-on-year improvement, but profit remained flat at RMB 1.8 billion ($278 million), a gain of less than 2 percent, the weakest performance since 1999, because of rising labor, packaging and raw material costs. Investors appeared to be unfazed. With 2013 marking 20 years since Tsingtao Beer’s listing on the Hong Kong and Shanghai Stock Exchanges, the company’s stock price soared 38 percent through August. Founded by German settlers in 1903, and one of China’s oldest beer brands, Tsingtao Beer is distributed to more than 80 countries and regions.
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GREE Company: Gree Electric Appliances Inc. Brand Value: US $1.7 Billion YEAR ON YEAR CHANGE: 2% Headquarter City: Zhuhai Industry: Home Appliances Year Formed: 1991



AN AIR CONDITIONER MAKER FEELS URBANIZATION BREEZE A steady increase in domestic sales and continued expansion abroad helped Gree withstand the impact of China’s slower economy. Gree remained focused on its core ranges of air conditioning products, concentrating on improving technological research, and launching its Crown series of more efficient air conditioners in December 2012. It established a production base in the new “Smart City” in Hefei, a Silicon Valley-style cluster for hi-tech companies. The company benefited from government subsidies for energy saving products and from a boom in air purifier sales after air pollution in northern China turned especially severe in early 2013. Urbanization and rising incomes provided the most sustained boost. Overseas brand building continued, most dramatically with the Gree LED sign in New York’s Time Square. The company opened an office in Malaysia in November 2012. Profits from exports reached RMB 1 billion ($160 million) in 2012. The company’s six manufacturing
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facilities in China and factories in Brazil, Pakistan and Vietnam have a combined annual production capacity of 60 million residential air conditioners and 5.5 million commercial units. Gree is building a factory in California. For the first half of 2013, Gree net profit improved 39.9 percent to RMB 4.2 billion ($ 690 million) on revenue of RMB 52.9 billion ($8.5 billion), a 10.4 percent rise. For the full year 2012, net profit increased 40.9 percent to RMB 7.4 billion ($1.2 billion), year-on-year, on sales of RMB 100.1 billion ($16.3 billion), an increase of 19.8 percent. The company announced its intention to double sales to RMB 200 billion by 2015. Gree was established in 1991 by the merger of two small enterprises in Zhuhai, a southern coastal city now known as a center for hi-tech industries. It is a subsidiary of Zhuhai Gree Group Corporation, also based in Zhuhai, whose holdings also include petrochemicals and real estate. It was listed on the Shenzhen Stock Exchange in 1996.



NAME Wan Chunfen, 37 PLACE Diqing Today I came to my sister’s house for this year’s Fire Festival, a traditional holiday for Naxi people, when relatives get together and celebrate with abundant food. We will help each other in the kitchen and prepare for 35 guests. I live in this village with my husband and two daughters who are both studying in middle school. I hope they grow up healthy and happy.
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TONG REN TANG Company: Beijing Tongrentang Company Ltd. Brand Value: US $1.6 Billion YEAR ON YEAR CHANGE: 50% Headquarter City: Beijing Industry: Health Care Year Formed: 1669



TRADITIONAL CHINESE MEDICINE MAKER PLANS OVERSEAS PUSH Tong Ren Tang, China’s oldest maker of traditional medicines, is pursuing its plans for overseas expansion. The company, which was founded in 1669, intends to double the number of its overseas stores by 2015, including ambitious plans for Russia, the US and the Middle East.



NAME Wang Yan, 42 PLACE Changsha I live with my husband and two children in Changsha. I run a beauty salon in Changsha. My business is becoming more and more prosperous these years. Women care more about their appearance as the economy improves in China. I think it is important for women to be independent and have their own careers. I hope my business can be more successful.



In February 2013, the company announced plans to open 100 new pharmacies in mainland China and 10 overseas pharmacies by the end of the year. In March 2013, it signed a deal with a Russian partner to give it an entry into the market. Tong Ren Tang’s sales were boosted by an outbreak of bird flu in Shanghai in early 2013 that led to a consumer rush for the popular herbal extract lan gen; evidencing the continuing popularity of traditional medicines in Asia. However, the company has
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recently had to counter allegations of impurities in its products, and in May, a batch of dietary supplements was recalled by health officials in Hong Kong. In May 2013, the company listed its distribution arm on the Hong Kong small cap market. The share price doubled on the first day of trading, and had risen 115 percent by August 2013. Despite volatility in the price of raw materials, the company’s revenues increased by 26 percent to RMB 2.4 billion ($398 million) in 2012, while net profits rose 29 percent to RMB 330 million ($53.9 million). Founded during the Qing dynasty to supply medicines to imperial families, Tong Ren Tang has more than 1,500 pharmacies in China and more than 70 overseas, including in the UK, the US, Australia and Singapore.
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CHINA SOUTHERN AIRLINES Company: China Southern Airlines Company, Ltd. Brand Value: US $1.6 Billion YEAR ON YEAR CHANGE: 5% Headquarter City: Guangzhou Industry: Airlines Year Formed: 1991



NEW PARTNERSHIP INCREASES DOMESTIC OPPORTUNITIES China Southern accelerated plans to introduce new routes and newer fleet technology, including a number of new direct flights between major Chinese cities such as Guangzhou and Australia, New Zealand, Russia and Thailand. This fast-track strategy is a direct response to increasing competition from China’s bullet trains. Increased passenger travel on bullet trains has reduced ticket sales for the carrier.



routes to Germany, and increases in the number of flights to Australia and New Zealand in peak summer holiday periods.



subsidiary carrier, Henan Airlines Co. The new airline is a joint venture with government-owned Henan Civil Aviation Investments.



The company owns five superjumbos and has added at least one Airbus A380 on its Guangzhou to Auckland route and its Sydney route. It is also the first Chinese airline to add Boeing 787 Dreamliners to its fleet.



Net income in first six months of the year fell 19 percent to RMB 344 million ($56 million).



This increasing focus on international routes from Southern China is further bolstered by new



In June 2013, China Southern Airlines received government approval to launch a new
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China Southern was listed on the New York and Hong Kong Stock Exchanges in 1997, and was listed on the Shanghai Stock Exchange in 2003.



NAME Yu Xun, 21 PLACE Airport in Changsha I’m standing on the right. I am a Changsha native and plan to fly to Shanghai where I work. I have just graduated from college and achieved an offer from one of the top 500 enterprises in China. I will work as a sales consultant. As a new graduate, I hope to set up a stable and successful career through my hard work, making enough money to support my family.
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SUNING Company: Suning Commerce Group Company, Ltd. Brand Value: US $1.6 Billion YEAR ON YEAR CHANGE: -19% Headquarter City: Nanjing Industry: Consumer Electronics Year Formed: 1990



ELECTRONICS LEADER TRANSFORMS TO OMNICHANNEL MASS RETAILER China’s largest electronics retailer, known for its ubiquitous bricks and mortar locations and a major online presence, transitioned to a new business model that combines giant general merchandise superstores with aggressive e-commerce. Several factors drove the strategic shift, including a decline in appliance sales as the housing market softened and the government eliminated subsidies for appliance purchases. In addition, heavy online competition drew customers and eroded profit margins. The company changed its name to Suning Commerce Group Company, Ltd., from Suning Appliance Company, Ltd., and advanced plans to open “Expo” superstores of up to 18,000 sq. m. (195,000 sq. ft.) selling a broad range of categories, including books and cosmetics as well as electronic goods.



NAME Zhang Kai, 35 PLACE Quanzhou I shopped for some equipment for my company, and now I am returning to work. I am employed at a company that makes napkins. I have worked in this company for eight years. I live with my wife and seven-year-old son here in Quanzhou. My son is a first grade student and my wife takes care of him. He likes painting very much and wants to be a painter in the future.
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In September 2013, the company announced plans to open its e-commerce site to other merchants. The move followed a February announcement that Suning would spend RMB 22 billion ($3.6 billion) on logistics, over three years, to transform its online platform into a retailer similar to Amazon or Walmart.



Suning also applied for government approval to open a banking and insurance businesses. If cleared by regulators, Suning would be China’s first e-commerce group to obtain a license for insurance sales. In an effort to grow sales, Suning bought Redbaby, an online baby product retailer, for $66 million. Acquired in September 2012, Redbaby.com contributed $296 million to the $1.7 billion in online sales that Suning gained during the first half 2013, up over 100 percent compared with the first half of 2012. Online sales increased 158 percent to $2.5 billion for the full year 2012. Suning revenue increased 17.7 percent year-on-year to RMB 55.4 billion ($9.1 billion) for the first half of 2013, but net profit declined 58.2 percent to RMB 733 million ($120 million). For 2012, revenue rose 4.8 per cent to RMB 98.0 billion ($16 billion), while net profit fell 44 per cent to RMB 2.7 billion ($440 million). The company ended the 2012 with 1,705 stores. Like-for-like store sales declined 12.4 percent. Established in 1990, Suning was listed on the Shenzhen Stock Exchange in 2004.
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CHANGYU Company: Yantai ChangYu Pioneer Wine Company, Ltd. Brand Value: US $1.5 Billion YEAR ON YEAR CHANGE: -53% Headquarter City: Yantai Industry: Alcohol Year Formed: 1892



BRAND-BUILDING STRATEGIES TARGET HOME AND ABROAD ChangYu executed a dual strategy, introducing its brand at premium and popular prices overseas and importing international wines to expand its reach in China’s growing and increasingly competitive wine market. The company entered an arrangement to sell the brand at the exclusive London wine shop of Berry Bros. & Rudd for £19-to-£65 ($30-to$105) per bottle. The move followed the brand’s debut in the British supermarket Waitrose in 2012. ChangYu also introduced a new mass-market line called ViniPanda for international consumption. The brand attempts to leverage positive associations with Chinese pandas similar to the way the Australian wine Yellow Tail depicts a stylized kangaroo on its label. ChangYu sells wines in 28 countries and regions. Domestically, ChangYu opened 10 imported wine stores in China in 2013, and planned to open several thousand over the next five years. ChangYu also expanded its domestic production to new vineyards created with European partners: the Chateau ChangYu Baron Balboa in Xinjiang Uygur
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autonomous region; Chateau ChangYu Moser XV in Ningxia Hui autonomous region; and Chateau ChangYu Reina in Shaanxi Province. Working with experienced partners such as the Moser Family in Austria and the Reina Family in Italy, the company hopes to further raise the quality and profile of its wines. ChangYu also moved ahead with creation its “wine city,” a development including vineyards, a research institute, chateaus and tourist destinations, which is expected to be completed in 2016 and cost about $1 billion. Although wine consumption in China continues to grow rapidly, the combination of a slower economic growth and increased competition from imports depressed ChangYu 2012 profits to RMB 1.7 billion ($280 million), a 10.8 percent year-on-year decline, on RMB 5.6 billion ($920 million) in revenues, which fell 6.4 percent. The modern era of Chinese wine began 100 years ago with the importation and cultivation of European vines by ChangYu. The company became publicly traded on the Shenzhen Stock Exchange in 1997.



NAME Nie haifeng, 25 PLACE Changsha I am the one in pink shirt. I am a Changsha native, and live with my parents who run a shop selling bread. I came here today to celebrate my father’s fifty-fifth birthday. All our relatives and friends got together to drink and enjoy delicious food. I hope my father can stay healthy and always keep a young spirit in the future.
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HAIER Company: Qingdao Haier Company, Ltd. Brand Value: US $1.4 Billion YEAR ON YEAR CHANGE: 10% Headquarter City: Qingdao Industry: Home Appliances Year Formed: 1984



INVESTMENTS ANTICIPATE STRONG GROWTH IN CHINA AND OVERSEAS



NAME Li Li, 52 PLACE Hangzhou I live here in Hangzhou with my family. My husband and I own this snack store, named Shanbian Snacks. The specialties of our store are fried dumplings and wontons. Our business is good, especially in the morning, and we have seven workers. I like to serve people and my wish is simple, to sell more dumplings every day.



Haier made significant R&D investments in Europe as part of a strategy to be closer to its country markets and develop products adapted to local customers.



but Haier anticipated sustained demand as urbanization continues and consumers seek more highend and technologically advanced smart home electrical products.



The sales potential of the Chinese home appliance market drew the attention of the US private equity firm KKR, which acquired a 10 percent stake in Qingdao Haier Company, Ltd., for over $500 million, in September 2013.



For the first half of 2013, profit increased 15 percent to RMB 2.1 billion ($344 million) on a 6.2 percent increase in revenue to RMB 42.7 billion ($6.9 billion). The company achieved profit of RMB 3.3 billion ($518 million), a 21.5 percent increase, on an 8 percent hike in sales to RMB 79.9 billion ($12.6 billion), in 2012.



A global brand, present in over 100 countries, Haier fortified its market position in major appliances, such as refrigerators and washing machines. It completed its purchase of a majority stake in New Zealand’s Fisher & Paykel, in November 2012, gaining access to valuable technology. Haier also consolidated its businesses in Japan and Southeast Asia, which it acquired from its Japanese joint-venture partner Sanyo in early 2012. In China, the end of government subsidies for purchases of energysaving appliances, in May 2013, impacted the brand somewhat,
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Established as Qingdao Refrigerator Company, in 1984, in the coastal city of Qingdao, Haier was the successor to an old factory that, since 1949, had been run as a state enterprise. The company’s product focus in China includes water heaters, air conditioners, refrigerators, washing machines, televisions and other major appliances. Qingdao Haier Company, Ltd. is listed on the Shanghai Stock Exchange. Its China subsidiary, Haier Electronics Group Company, Ltd. trades on the Hong Kong Stock Exchange.
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COUNTRY GARDEN Company: Country Garden Holdings Company Ltd. Brand Value: US $1.3 Billion YEAR ON YEAR CHANGE: New Headquarter City: Shunde Industry: Real Estate Year Formed: 1992



OVERSEAS EXPANSION BEGINS WITH MALAYSIAN PROJECT Established in 1992, Country Garden is the seventh largest property developer in China, focusing primarily on high-quality developments and comfortable housing in inner-city districts and areas of promising economic growth. The company was formed by former construction worker Yang Guoqiang, and operates in four segments: property development, construction, fitting and decoration, property management, and hotel operations. Country Garden’s property portfolio comprises mostly affordable developments in previously neglected areas of central business districts in first tier cities, and new centers for commerce and industry in second-to-fourth tier cities. These developments include large
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scale residential projects, such as townhouses apartment buildings, car-parks, and retail premises. With a strong portfolio in most of China’s major cities, Country Garden has recently embarked on its first overseas venture. Country Garden Danga Bay, in Malaysia, will feature 9,000 condominium units with a further 15 acres earmarked for commercial developments. Country Garden positions itself as a humanitarian company that has created a range of opportunities for young underprivileged people in China.



NAME He Zhiwei, 47 PLACE Diqing I am Tibetan and live nearby. I have been working in this construction site for one month. I have three kids, one in college and two in middle school. My wife is a housewife, who is now cooking lunch for us at home. The person standing to my right is my younger brother who has five children. We both hope our children study well and become successful in the future.



Country Garden earned RMB 4.3 billion ($710 million) in net profit for the first half of 2013, on turnover of RMB 26.9 billion ($4.2 billion). The company was listed on the Hong Kong Exchange in 2007.
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EVERGRANDE REAL ESTATE Company: Evergrande Real Estate Group Brand Value: US $1.3 Billion YEAR ON YEAR CHANGE: New Headquarter City: Guangzhou Industry: Real Estate Year Formed: 1996



HIGHER PRICES ON PROPERTY SALES DRIVE PROFIT GAIN Evergrande has expanded its number of projects in first and second-tier cities nationwide by 10.6 percent, taking its total number of large projects to 262, spread across in 140 of China’s biggest cities. The Group has also purchased a number of land parcels in Chongqing, Dalian, Guangzhou and Beijing, which have been earmarked for mid to highend residential developments. Evergrande’s residential projects combine the social, cultural and commercial aspects of modern living: typically highquality residential properties with good sporting, cultural and entertainment facilities, designed to appeal to young families and professional couples. NAME Li Ming, 25 PLACE Guangzhou I work for a company doing international business with customers over the Internet. I do not need to work today and I am out to take a walk. I am from Sichuan Province and live here in Guangzhou with my girlfriend. We are about to get married next month. I cannot wait to start a family with her.
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In 2013, the Group increased its portfolio of residential developments in first- and second-tier cities. Evergrande raised the average sales price of its properties by 11.2 percent; contributing to the 23 percent year-on-year rise in profit margins in the first-half of 2013. Founded in 1996, the Group is one of China’s fastest-growing property developers by sales volume. For the past three years, Evergrande has ranked in the top three in terms of sales. In the first half of 2013, Evergrande reported sales of RMB 42.0 billion ($6.85 billion), a yearon-year increase of 27.3 percent. Net profits increased 10.2 percent year-on-year to RMB 6.2 billion ($1.0 billion) in the same period. Evergrande was listed on the Hong Kong Stock Exchange in 2009.



155



Part 3 |



The BrandZ™ Top 100 Most Valuable Chinese Brands



TOP 100 Most Valuable Chinese Brands 2014



MIDEA Company: Midea Group Co., Ltd. Brand Value: US $1.2 Billion YEAR ON YEAR CHANGE: 13% Headquarter City: Shunde Industry: Home Appliances Year Formed: 1968



APPLIANCE LEADER GOES BACK TO BASICS FOR FUTURE GROWTH Midea, a leader in the sale of household appliances, such as air conditioners, refrigerators, and washing machines, addressed the challenges of slower domestic and international growth with a return to basics.



educate staff and streamline various functions. A technology leader, Midea invested more heavily in R&D to expand the range of energy saving and eco-friendly products, and air conditioners noted for their efficiency.



The company focused on technical innovation, management improvement, and expansion into overseas markets. It calls this strategy, “Pioneered Products, Efficiency Driven and Global Operation.”



Midea has joint venture production facilities in Brazil, Argentina, Egypt, India, and Vietnam. Export accounts for about 19 percent of total revenue. Domestically, Midea has extensive distribution in first and second tier markets through major retailers. The company relies more on specialty shops in lower tier markets.



Like other appliance producers, the company contended with a dramatic shift to e-commerce sales and the evolution of an industry formerly driven mostly by price to one where consumers increasingly consider technological excellence and brand. To enhance brand reputation, the company established a quality management department. The company also strengthened operating efficiency. It engaged multinational training firms to
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In 2012, the company gained revenue of RMB 68.1 billion ($11.2 billion), a year-on-year decline of 26.9 percent. Net profit attributable to shareholders dropped 6.3 percent to RMB 3.5 billion ($570 million). The company employs over 67,500 people and is a subsidiary of GD Midea Holding, which is listed on the Shenzhen Stock Exchange.



NAME Cai Fengfang, 92 PLACE Hangzhou I am a Hangzhou native. I have three kids, a son and two daughters. I am retired and my son takes care of me. My two daughters come to visit me a lot. Before retirement, I worked for a TV manufacturing factory for 40 years. My ninety-third birthday is around the corner and I hope that my son and daughters can live a long and healthy life, too.
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SINA Company: Sina Corporation Brand Value: US $1.2 Billion YEAR ON YEAR CHANGE: -2% Headquarter City: Shanghai Industry: Technology Year Formed: 1998



STRATEGIC INITIATIVES BROADEN PRESENCE ON INTERNET, MOBILE A leading Internet portal and media company, Sina completed several strategic initiatives to diversify its revenue streams, position itself for rising mobile access in China, and boost advertising revenues from Weibo, its social media site, often described as a combination of Facebook and Twitter.



NAME Zhou Zhongrong, 42 PLACE on a train from Changde to Changsha I am now on the train with my family, traveling from my hometown, Changde, to Changsha where I work. The woman sitting next to me is my wife. We went back home to pick up our son who is on summer holiday. We have operated our own store for more than 10 years in Changsha. I hope that my children can have a happy childhood and grow up in good health.



The company signed a $586 million deal with Alibaba, in April 2013, to give the e-commerce giant an 18 percent stake in Weibo. The partnership is designed to form an online ecosystem, intended to enable mobile users to move seamlessly between social media and e-commerce. By facilitating social commerce, both Sina and Alibaba expect to compete more effectively against their Internet rivals. Sina operates three primary businesses: Sina.com, an online portal that offers news, entertainment and other content; Sina.cn, a mobile portal; and Weibo.com, the social networking and micro-blogging site with over 530 million registered users.
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To enhance its online content, Sina agreed to collaborate with Youku Tudou to promote the Internet television site’s licensed content on Weibo in exchange for accessing Youku’s online video library. A deal with the National Basketball Association (NBA), an existing partner, enables Sina to broadcast NBA games on tablets and smartphones. Sina launched WeMeet, a mobile chat app, in August 2013. WeMeet a social messaging service with a focus on groups, is positioned against WeChat, an app from rival Tencent. Sina also appointed representatives in Singapore and Indonesia to increase Weibo followers among the Chinese audience in Southeast Asia and to attract new advertisers. Revenue for the second quarter of 2013 rose 19.8 percent to $157.5 million from the same period a year earlier. The company experienced a loss of $11.5 million due in part to a one-time charge connected with the Alibaba transaction. Sales rose 9.6 percent in 2012 to $529.3 million, producing income of $31.7 million. Sina is traded on the NASDAQ Stock Exchange.
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BELLE Company: Belle International Holdings Ltd. Brand Value: US $1.2 Billion YEAR ON YEAR CHANGE: New Headquarter City: Shenzhen Industry: Apparel Year Formed: 1991



STRATEGIC ACQUISITIONS POSITION BRAND FOR FUTURE SALES GROWTH Belle International made two strategic acquisitions to help strengthen its market position for when the economy strengthens. It bought a smaller competitor, Longhao Tiandi, noted for high-end casual footwear. And, to expand from footwear to a wider range of apparel and accessories, Belle acquired Baroque Japan. Belle also announced an e-commerce strategy that coordinates online ordering and in-store pick-up and involves its Internet store Yougou.com. Meanwhile, Belle increased sales and improved profit slightly as its core businesses, footwear and sportswear, aggressively adjusted
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to industrywide problems of excess inventory and slower consumer spending. Footwear sales grew 13.6 percent, a healthy rate, but below the 25 percent year-on-year growth during a more robust economy. The slower rate reflected lower same-store sales in mature markets and less revenue per store in new lower tier markets. Sportswear business sales increased 13.5 percent. Samestore sales for both businesses improved by 4 percent overall. In the footwear business, Belle owns brands such as Belle and Teenmix, and distributes others, including Bata, Clarks, Hush



Puppies, Mephisto and Merrell. The sportswear business focuses on the retail distribution of brands like Nike, Adidas, Puma and Converse. The company operates almost 18,000 stores, mostly in Mainland China, but also in Hong Kong and Macau. For 2012, net profit grew 2.3 percent to RMB 4.4 billion ($720 million), on a revenue increase of 13.5 percent to RMB 32.9 billion ($5.4 billion). For the first half of 2013, Belle’s gained a net profit of RMB 2.2 billion ($360 million) on sales of RMB 17.8 billion ($2.9 billion). Belle was formed in 1991 and listed on the Hong Kong Stock Exchange in 2007.



NAME Chen Shihua, 28 PLACE Guangzhou I am shopping for shoes here. Belle is one of my favorite shoe brands. I come from Maoming, in Guangdong Province. I have worked as a teacher in Guangzhou for three years. I like my job and I will stay in the same occupation until I retire.
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360 Company: Qihoo 360 Technology Company, Ltd. Brand Value: US $1.1 Billion YEAR ON YEAR CHANGE: New Headquarter City: Beijing Industry: Technology Year Formed: 2005



SEARCH ENGINE ADVERTISING BOOSTS REVENUES Technology company 360 is building its reputation as a leading provider of antivirus software, mobile applications and online search technologies. It is also increasing the market share of its search engine, so.com. The company aims to increase market share to 30 percent within the next two years. Mobile security forms a significant part of 360’s business, and the company is strengthening its offering and its reputation in this area. Capitalizing on the growing need for mobile security, the company is selling a new range of international products on its website, www.360safe.com.



The company is also increasing its portfolio of mobile apps. Rather than channel funds into developing its own, the company distributes apps from other technology companies. This frees up capital to fund advertising and marketing. It has also teamed up with the Chinese consumer and business e-commerce company, Alibaba, to develop a shopping search website, 360.etao.com. In the first half of 2013, 360’s turnover was RMB 1.6 billion ($260 million). Net profits were RMB 238 million ($39 million). The company was formed in 2005, and is listed on the New York Stock Exchange.



NAME Liang Jiancheng, 51 PLACE Guangzhou I am a Guangzhou native, and have run this shop for more than 10 years. The main products of my shop are electronic and communication equipment, such as cellphones and telephones. I have two children, a son and a daughter. My son, 17-years old, is attending vocational training school in Guangzhou, and my daughter, who is 26, is married to a man in Nanjing. She just gave birth to twin sons. I hope that my grandchildren can be smart and healthy.
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BRIGHT Company: Shanghai Bright Dairy & Food Co., Ltd. Brand Value: US $1.0 Billion YEAR ON YEAR CHANGE: 42% Headquarter City: Shanghai Industry: Food and Dairy Year Formed: 1996



COMPANY SHOPS OVERSEAS FOR GROWTH, KNOWLEDGE Bright searched for overseas acquisitions. It agreed to import milk from the Irish company Glanbia, entered talks with Israel’s largest food producer, Tnuva, and sought sugar companies to buy in Southeast Asia, Australia and Brazil. The Irish and Israeli companies would offer dairy production knowhow for Bright’s commitment to improved food quality and safety. The interest in sugar anticipates a growing market in China where sugar consumption is low, relative to international levels, and consumer tastes are changing. Bright also is interested in expanding its presence in wine, chocolate and cookies. Further international acquisitions would continue the company’s attempt to meet a growing Chinese taste for western foods. The company, in 2012, purchased a 60 percent stake in the UK-based international brand Weetabix,
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which markets several breakfast and snack brands. The deal followed its purchase a year earlier of a 75 percent stake in Manassen Foods of Australia. In part to help fund future acquisitions, Bright Food Group successfully sold bonds in the international capital market. Bright also is expanding its international sales, which now account for 14 percent of total revenue. The company expects international sales to account for 25 percent of revenue by 2015. Bright generated RMB 311 million ($51 million) in net income in 2012, on sales of RMB 13.7 billion ($2.2 billion). Shanghai Bright Dairy & Food Co., Ltd. was organized in 1996 from Shanghai Dairy Company and Shanghai Industrial Holding Ltd. of Hong Kong. Bright became a nationally known brand in just a few years and a publicly traded company in 2002. NAME Li Meixi, 65 PLACE Changsha This is my two-year-old granddaughter. I take her to this park every morning so that she can have some fresh air and some fun. My daughter works for an insurance company, so I look after my grandchildren on weekdays. My other granddaughter is now attending elementary school, in sixth grade. I hope that both my grandchildren can grow up in good health.
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NETEASE Company: NetEase, Inc. Brand Value: US $996 Million YEAR ON YEAR CHANGE: New Headquarter City: Guangzhou Industry: Technology Year Formed: 1997



ONLINE PORTAL ADDS MORE GAMES, IMPROVES MOBILE NetEase is a multi-faceted Internet technology company. It operates a portal that offers news, entertainment and other information and an email service with over 570 million registered users. NetEase also provides some of China’s most popular online games, mostly MMORPGs (massively multi-player only roleplaying games).



NAME Li jiaxin, 24 PLACE West Lake, Hangzhou I am from Wuhan, in Hubei Province, and am traveling here with my friends. I’m in the middle of the photo, a little blurred so the camera can capture beautiful lights on the river. My friends and I are all recent college graduates and luckily we all got offers from good companies. I got an offer from one of the largest banks in China. I am happy about that. I attended college in Wuhan, where my parents live and work. I hope that I can put what I learned in college into practice in my future job.



In July 2013, NetEase renewed its partnership agreement with Blizzard Entertainment, the computer game maker, and it licensed Blizzard’s “Hearthstone: Heroes of Warcraft” to a NetEase affiliate in China for a term of three years. NetEase also devoted resources to developing its own games, launching “Soul of the Fighter” and “Kung Fu Master,” late in 2012. In addition, NetEase introduced a new 3D real-time strategy (RTS) game, “Heroes of Three Kingdoms.” RTS games generally are about marshaling forces to defeat opponents. NetEase released a Cloud music application in April 2013. The combination social network and music site enables users to download and share.
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In a joint venture with China Telecom, NetEase launched a social instant messaging application called Yichat, in August 2013. Yichat users can send free text and voice messages to any mobile phone or free voice messages to fixed lines, without Yichat installed on the receiving devices, which differentiates the app. The company derives over 80 percent of its revenue from advertising and gaming fees. During the second quarter of 2013, NetEase revenue increased 20.4 percent year-on-year to RMB 2.4 billion ($390 million). Game revenue increased 18.2 percent; advertising revenue, 33.3 percent. Total revenue for 2012 reached RMB 8.4 billion ($1.3 billion), compared with RMB 7.5 billion ($1.2 billion) for the preceding fiscal year, an increase of 12 percent. Net income attributable to shareholders rose 13 percent to RMB 3.6 billion ($584 million), compared to RMB 3.2 billion ($520 million) for the preceding fiscal year. NetEase was formed in 1997 and listed on NASDAQ in 2000.
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WU LIANG YE Company: Wuliangye Group Company, Ltd. Brand Value: US $937 Million YEAR ON YEAR CHANGE: -66% Headquarter City: Yibin Industry: Alcohol Year Formed: 1959



COMPANY PURSUES NEW STRATEGIES TO BALANCE WEAKENED BAIJIU SALES Wu Liang Ye lowered the price of its premium baijiu and increased marketing and advertising, especially overseas, in response to a drop in sales precipitated by the Chinese government’s policies discouraging extravagance. Wu Liang Ye also promoted its lower-priced products. And it invested in new distilling equipment, as well as in storage and distribution, in an effort to control production costs. In August 2013, Wu Liang Ye announced that it would invest
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RMB 255 million ($41.6 million), in a joint venture with several partners, to focus on alcoholic beverages, and other products, to provide the Group with new revenue opportunities. An industrial conglomerate, the Group is engaged in various other industries, including printing and packaging. Wu Liang Ye is a leading brand in China’s Baijiu industry. For the first half of 2013, the company earned net profits of RMB 5.8 billion ($951 million) on turnover of RMB 14.4 billion ($2.4 billion).



NAME Zhu Hong, 41 PLACE Changsha I am a local Changsha resident, living here with my wife and 17-year-old daughter. I have a motorbike and make a living by taking passengers wherever they want to go in this city. I have been a motorbike driver for more than 10 years. My daughter is a high school student, who will take the college entrance exam in China, next year. I hope that she can work hard and achieve great success in her study.
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LUZHOU LAOJIAO Company: Luzhou Laojiao Company, Ltd. Brand Value: US $923 Million YEAR ON YEAR CHANGE: New Headquarter City: Luzhou Industry: Alcohol Year Formed: 1950



CHINESE HERITAGE BRAND LOOKS ABROAD FOR NEW BAIJIU DRINKERS Luzhou Laojiao increased its export capabilities and worked to more fully communicate the brand to drive growth, despite the regulatory pressures depressing baijiu sales and pricing. It established Luzhou Laojiao International Development (Hong Kong) Company, Ltd., in 2012. The joint venture, with several established export companies, intends to expand the brand internationally. Luzhou Laojiao currently is sold in over 40 countries, primarily to Chinese customers. But baijiu marketers hope that baijiu can become popular among a wider audience in the same way distinctive local drinks like Mexico’s tequila or Japanese sake achieved acceptance.



NAME Ma Yan, 43 PLACE Shanghai I am having lunch here with my colleagues. We came to Shanghai to travel, and our next destination is Suzhou, which is near Shanghai. I am on the staff of a logistics company. I am from Changchun, in Jilin Province, in the northeast. I have a 15-year-old son, who’ s attending middle school in Changchun. My dream is to travel around the world.
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To more effectively communicate the brand’s heritage, the company plans to design a major exhibit in Luzhou, devoted the brand’s history as one of China’s oldest distilleries. Developed in Sichuan



Province, the brand attributes its unique flavor to the natural clay along the Yangtze River. The company’s brand portfolio includes both popular and exclusive products. At the high end, National Cellar 1573 is produced in a wine cellar dating from around 1573, when the distillery was established during the Ming Dynasty. Following successive years of strong sales increases, the baijiu industry is adjusting to government restrictions on lavish spending for public events and to a food safety scare when investigators discovered harmful chemicals in a Chinese liquor brand. For the first half of 2013, the company earned net profit of RMB 1.8 billion ($300 million) on turnover of RMB 5.0 billion ($820 million). Luzhou Laojiao is an SOE (State Owned Enterprise) that was listed on the Shenzhen Stock Exchange in 1994.
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CR SANJIU Company: China Resources Sanjiu Medical & Pharmaceutical Company, Ltd. Brand Value: US $841 Million YEAR ON YEAR CHANGE: 86% Headquarter City: Shenzhen Industry: Health Care Year Formed: 1999



R&D, ACQUISITIONS EXPAND RANGE AND STRENGTHEN COMPETITIVENESS CR Sanjiu increased R&D and acquisition activities to expand its product offering and strengthen its competitiveness in a consolidating industry. R&D spending totaled RMB 1.65 billion ($270 million) in 2012, a 46 percent year-on-year increase. The spending supported several laboratories, institutes, and partnerships with local universities. The company currently is focused on 29 projects for developing and improving medications. And it’s working to strengthen intellectual property protection. The company also is acquiring many smaller pharmaceutical firms. In 2013, CR Sanjiu purchased Shandong Huawei Medical, one of China’s most famous traditional Chinese medicine companies, from Shan Dong Dong-E E-Jiao Company, Ltd. The addition will increase the company’s nutritional and gastrointestinal products.
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CR Sanjiu also purchased a majority stake in Guilin Tianhe Pharmaceutical Company, a maker of plasters for orthopedics. In 2012, CR Sanjiu completed its integration of Guangdong Shunfeng Pharmaceutical Company, Ltd., which develops products for external use, such as skin cream. Acquisitions have expanded the range of CR Sanjiu products, which include over-the-counter remedies and antibiotics as well as traditional Chinese medicines, such as the brands 999 Gan Mao Ling and Sanjiu Wei Tai Ke Li. With strong market presence and many market-leading drugs, CR Sanjiu is well positioned to benefit from the potential opportunities created by health care reform, urbanization, the aging of Chinese society, and increased disposable income. Founded in 1999, CR Sanjiu has over 10 manufacturing enterprises and is a subsidiary of China Resources (Holdings) Company, Ltd., an SOE (State Owned Enterprise). The company was listed on the Shenzhen Stock Exchange in 2000.



NAME Wang Zhengrong, 30 PLACE a Square in Changsha I come here to dance every day at around six o’clock in the morning, which benefits my health a lot. I live in Changsha with my wife and our nine-year-old child. I have worked as a music teacher in a school for 10 years. I love music and want to share it with others. I want to be an excellent teacher and help my students to cultivate appreciation for music.
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BYD Company: BYD Company, Ltd. Brand Value: US $780 Million YEAR ON YEAR CHANGE: New Headquarter City: Shenzhen Industry: Cars Year Formed: 1995



GOVERNMENT ADVOCACY OF CLEANER VEHICLES DRIVES ELECTRIC CAR BRAND BYD broadened its focus on electric vehicles to develop innovative green technologies, including hybrids. The company gained traction in both the domestic and overseas markets.



NAME Wu Jiang, 30 PLACE Shanghai I’m from Shangrao, in Jiangxi Province, and work as a construction worker in Shanghai. I am now working on a project together with my colleagues. I’m at the window of an apartment we are decorating on thirty-sixth floor. The work will take about two months. My whole family now lives in Shanghai. We have a daughter, five-years old, who is attending kindergarten in Shanghai. I wish that I could make more money and buy a house so that we do not have to rent one.



The shift coincided with the Chinese government’s acknowledgement that market acceptance for pure electric cars is taking longer than expected and other technologies may offer more immediate solutions. BYD stock price improved in July 2013, following a Chinese government announcement of support for low-pollution technologies. Meanwhile, sales of its gasoline cars helped power the rebound of a brand known as an electric car pioneer. BYD’s revenue increased 13. 3 percent to RMB 24.2 billion ($3.9 billion) during the first half of 2013. Net profit for that period improved to RMB 426.9 million ($69.7 million) compared with RMB 16.3 million ($2.7 million) a year earlier. The company secured an e-bus contract for 35 shuttle buses at Amsterdam’s Schiphol Airport, as
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well as contracts in Canada and Los Angeles. BYD electric buses began operating in Israel in August 2013. Changing the target market of its e6 flagship electric car from private passenger vehicles to fleets and taxis, the brand made inroads in the US, UK and Hong Kong. A fleet of about 800 BYD e6 electric taxis operates in Shenzhen. The positive signs in 2013 followed a mixed 2012, when the company suffered from technological hurdles, rapid expansion in a variety of business areas and a lack of consumer interest in electric vehicles domestically. Car manufacturing comprises about half of BYD’s revenue, which also includes mobile handset components, rechargeable batteries and new energy business. BYD began as a rechargeable battery manufacturer and now is the world’s largest. It entered the car business in 2003, acquiring Xi’an Tsinchuan Auto Company, Ltd. BYD was listed on the Hong Kong Stock Exchange in 2002.
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SNOW BEER Company: China Resources Snow Breweries Company, Ltd. Brand Value: US $764 Million YEAR ON YEAR CHANGE: 13% Headquarter City: Beijing Industry: Alcohol Year Formed: 1994



ACQUISITION ADDS SELLING AND PRODUCTION CAPACITY In an acquisition expected to leverage production and distribution capabilities, Snow Beer acquired Hong Kong-based Kingway Brewery Holdings Ltd., in late 2013. The purchase, which strengthened Snow Beer’s position in southern China, added seven breweries to the more than 80 Snow Beer already operates in China. Snow Beer also opened production facilities in 2013 in Guangxi, Anhui, Hubei and Zhejiang. The world’s leading beer in consumption, Snow Beer is owned by China Resources Snow Breweries Company, Ltd., a joint venture between China Resources Enterprise Ltd., an SOE (State Owned Enterprise), and SABMiller,
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the second largest global brewer, which markets around 200 beer brands worldwide. For the first half of 2013, the beer division’s profit declined 4.5 percent to HK$358 million ($46.1 million) on revenue of HK$16.1 billion ($2.1 billion) up 9.9 percent. Higher costs for brand marketing in a competitive market accounted in part for the profit decline. In 2012, the beer division profit improved 4.8 percent to HK$823million ($106.2 million) on revenue of HK$28.1 billion ($3.6 billion), up 4.8 percent. China Resources Enterprise Ltd. is listed on the Hong Kong Stock Exchange. Along with brewing, the conglomerate operates in retail, with about 4,000 stores, and food and beverages. It is part of stateowned China Resources (Holdings) Company Ltd.



NAME La Mo, 79 PLACE Diqing I am Tibetan and live nearby. I have been living here since I was born. There are five children, eight grandsons and five greatgrandsons in my family. I hope all my children can live happily and safely and that I will be in good health in the future.
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OUR INSIGHTS Mobile Marketing



Measuring results leads to success



Craig Zhang CEO Mjoule



China is becoming the world’s largest mobile society. There are 1.2 billion mobile phones in circulation. Smart phone penetration is growing faster than in most other countries. The number of mobile Internet users totals 420 million. Not surprisingly, more brands from diverse industries—cars, luxury and FMCG—are spending more time and money developing mobile strategies.



These stategies usually divide into two parts: assembling data that is both precise and relevant; and creating engaging content. But there is a final element that’s sometimes overlooked: measurement. Especially, in this new world of mobile marketing, measuring results is critical. Measurement shapes strategy and tactics. It helps avoid failure, affirm success and build a culture of continuous learning.



[email protected] www.jouleww.com



Consumer attitudes toward luxury are changing quickly in China. The shift is evident in the growing number of independent multi-brand luxury boutiques popping up in bigger cities. From aggregation, the dominance of big/ famous global luxury brands, the market is moving to segmentation, the introduction of niche/special brands across the luxury category. Luxury brands today require deeper understanding about how consumers are changing as they learn more, travel more, and move beyond their first luxury purchase:



- Consumers are becoming more discerning. Luxury is not just about status. Consumers desire deeper meaning from their purchases, opportunities for self-expression, not simply identification with the “new rich.”



Saurabh Sharma Planning Partner Ogilvy & Mather, Beijing [email protected] www.ogilvy.com.cn



- Consumers even want to go beyond luxury. They seek more stimulation, experiences and the ultimate in luxury. This pursuit of greater exclusivity motivates them to try new things. While building awareness and consideration remain important, today more brands need to invest in creating differentiation and commitment.



Great brands need to connect with the spirit of the times



Rural city dwellers influence brand choice in their villages
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Discerning consumers seek more than status



Culture



Advocates



About 250 million people have migrated from their towns and villages to earn a better living in China’s cities. These people are potentially important brand advocates. Some can send home as much as 80 percent of what they earn. And they influence consumption in their towns and villages, recommending brands and introducing new products. When they return home, these people often are local celebrities.



Luxury



Gaining their loyalty can produce significant wordof-mouth benefits. Since face, showing respect, is especially important to people who have migrated to the cities, a warm and respectful tone and manner in brand communication goes a long way in winning their hearts. Also, people from China’s rural areas tend to be more practical than city inhabitants. Functional brand messages work best.



Theresa Loo National Training Director Ogilvy & Mather China [email protected] www.ogilvy.com.cn



Panos Dimitropoulos Account Director, Cultural Insight, Oracle Added Value [email protected] www.added-value.com



Cultural Selling Proposition (CSP) is the natural evolution from unique selling proposition (USP) and emotional selling proposition (ESP). It is about linking a product and a brand value to a specific part of culture, creating branding that is more truthful, substantial and effective. Great brands become cultural entities that reflect the specific conditions of their time, connecting to the cultural zeitgeist of their consumers. Instead of developing



promotional campaigns for products and services, they create social and cultural phenomena and build their brands into it. Consumers make the purchase in order to become part of that culture. To create a winning CSP that catches consumers’ attention, brands need to identify patterns of change, tap into cultural trends, and communicate through emerging language. Succeeding to do so will turn them into longlasting sensations – iconic and indistinguishable from culture.
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Advertising



Online audiences present great opportunity, but first find them



Rajesh Sukhwani Managing Director Xaxis China [email protected] www.xaxis.com



China's online marketplace for brand advertisers continues to evolve, attracting an ever-larger share of media spending. With almost 600 million people online in China, the online advertising marketplace remains complex and highly fragmented, making it very challenging to reach the right audience. Does a marketer know if someone viewing a site is there to buy, browse or compare offers with the competition? Does a marketer know if a person is online to



research and gather information that can help make informed product choices? It is important for brands to understand their online audience to take advantage of its potential. Combining data analysis with media, brands can identify and reach the desired audience. Targeting the right audience and reaching them effectively and efficiently is an essential step in developing a good digital strategy. At the end of the day, when your audience matters to you, your message will matter to them.



Balance mass appeal with wise segmentation driving loyalty in this sophisticated market requires brand owners to:



The chosen brand may be a symbol of quality and safety. But trust in the brand doesn’t automatically translate into loyalty. From a media communication perspective,



- Modernize research tools and technology to uncover consumer insights for the digital age and engage consumers in digital channels as part of a brandbuilding strategy.
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- Manage the balance between appealing to a mass audience and tailoring to the needs of a specific consumer segment.



Exceed the contract, form a partnership



China is a relationship society. Business in China is often about relationships, as well as transactions and contracts. To maintain a sound business relationship you are expected to do more than just what the contract specifies. The best B2B relationship in China could be described as a partnership, which means you are committed to helping your client succeed. There are ways that, as a business partner, a B2B brand can add value to its Chinese



customers. Here are a couple of pieces of advice for B2B brands: - Confer status. Your customers will be grateful that your brand reflects well on them and the image they project to their own customers.



Haidong Guan Executive Planning Director China Grey [email protected] www.grey.com/china



- Provide knowhow. Your customers respect your knowledge. Share it. Your ideas and experience can help your customers to stand out.



E-Commerce



Almost half of FMCG shoppers purchase online



Brand Loyalty



Chinese consumers have widened their consideration set when purchasing. And they share brand purchase and usage experience via social networks and e-commerce websites. Functionality is becoming a given, as consumers choose the brand that best fits with their individuality and value perceptions.



Business-to-Business



Baosheng Gao Head of Analytics and Insight MEC China [email protected] www.mecglobal.com



In China’s key cities the proportion of shoppers using e-commerce to purchase FMCG products has reached 42 percent. This is significantly ahead of the UK where FMCG e-commerce retailing only reaches 22 percent of the population, and fast approaching the 52 percent in South Korea, one of the world’s most developed e-commerce markets. Shoppers are making larger online trips that include food and drink items, where historically this channel was more focused on personal care products. The impact



on modern trade and traditional grocery is significant with shoppers making fewer visits to these channels over the last year. Recommended Strategies: Brand owners need to work with e-commerce platforms, such as Yihaodian and Tmall. Also, proactively driving sales through branded stores requires new digital capabilities to stay relevant to the consumers. For example: fast changing merchandising and pricing strategy, online traffic and conversation management as well as fulfilment.



Justin Cook Business Group Director Kantar Worldpanel China [email protected] www.ctrchina.cn
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NEW ORIENTAL Company: New Oriental Education & Technology Group Inc. Brand Value: US $754 Million YEAR ON YEAR CHANGE: New Headquarter City: Beijing Industry: Education Year Formed: 1993



EXPANSION SLOWS AS FOCUS SHIFTS TO QUALITY, MARGINS A large provider of private educational services, including courses in English and other foreign languages, New Oriental shifted its focus to quality over quantity to maintain market leadership and improve margins. The company serves a broad range of educational needs, including grades kindergarten to 12, after school tutoring and preparation for rigorous entrance exams at universities in China or abroad. The pivot from what the company terms its “Occupy the Market” to a “Harvest the Market” strategy focuses on slowing expansion and transitioning to higher priced, smaller classes.



NAME Chen Lihan, 28 PLACE a book store in Guangzhou I love to come here and read books. It makes me feel wiser every day. I’m originally from Guilin, in Guangxi Province, and work in an IT company in Guangzhou, testing computer systems. My parents live in Guilin with my little sister, who is attending college. My dream is to travel all around the world.
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New Oriental operates 57 schools and over 700 learning centers in 50 cities. To pursue the new strategy, the company closed 73 underperforming learning centers during its 2013 fiscal year, which ended May 31. The smaller



class option supports current market trends and is expected to improve margins. The company is also planning to become the leading online education platform. In order to make its services more accessible to students, the company has continued its multi-year initiative to move content online. New Oriental online platform, Koolearn.com, already has over 8.5 million registered users. Education accounts for a major portion of total household consumption in China. It’s a high priority for parents preparing their children for success in the country’s growing and diverse economy. In fiscal year 2013, New Oriental recorded net profit of $136 million, an increase of 3 percent on net revenues of $960 million, representing a 27 percent increase year-on-year. The company was founded in 1993 and is traded on the New York Stock Exchange.
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HARBIN BEER Company: Harbin Brewery Group Ltd. Brand Value: US $720 Million YEAR ON YEAR CHANGE: 20% Headquarter City: Harbin Industry: Alcohol Year Formed: 1900



REGIONAL BEER BRAND WINS NATIONAL FANS Harbin Beer increased sales, especially at the premium end of the market, which is growing at more than twice the speed of the Chinese beer industry overall. In an effort to further accelerate growth, the brand introduced Harbin Cooling, in 2012, a beer designed to accompany food and complement the spiciness of some traditional Chinese cooking. Harbin Beer operates as a subsidiary of AB InBev. The world’s largest brewer, with more than 200 brands, purchased Harbin Beer in 2004, as part of its effort to gain traction in China’s rapidly developing beer market. AB InBev classifies Harbin Beer as a “Focus Brand,” one of its brands with the greatest growth potential. It markets Harbin Beer to a young audience and relies on



sponsorships, games and sports. An ongoing partnership with the National Basketball Association (NBA) received attention with media and events. Harbin Beer increased investment in digital and marketed the brand using the slogan, “Coolest beer experience.” AB InBev markets several other brands in China, including Budweiser, which it positions as premium. The volume of AB InBev brands sold in China grew 9.1 percent during the first half of 2013. AB InBev operated 36 breweries in China at the end of 2012, and it acquired four more. One of China’s oldest beers, established in Harbin Beer in 1900, the brand focuses on being dominant in that northeastern region of the country. The city of Harbin Beer promotes its history with a beer festival launched in 2002. NAME Huang ye, 37 PLACE a restaurant in Changsha I am travelling here in Changsha with my brother. We are now enjoying some highly recommended food here in this restaurant. I’m from Fuzhou, the capital of Fujian province, which is far away from here. I’ve owned a hardware store in Fuzhou for eight years. I hope to expand my business and make more money.



184



185



Part 3 |



The BrandZ™ Top 100 Most Valuable Chinese Brands



TOP 100 Most Valuable Chinese Brands 2014



DABAO Company: Johnson & Johnson (China) Investment Company, Ltd. Brand Value: US $718 Million YEAR ON YEAR CHANGE: New Headquarter City: Beijing Industry: Personal Care Year Formed: 1999



SKINCARE LEADER BENEFITS FROM FOREIGN INVESTMENT, KNOWHOW A leading skincare brand, Dabao launched a campaign that encouraged people to take selfportraits and upload their photos to a social media site and compete for prizes.



NAME Xue Selina, 35 PLACE Shanghai I’m originally from Qingdao and have been working and living in Shanghai for many years. My family lives in Weifang, in Shandong Province. I work for a property company, renting houses to people. My dream is to be an artist, painting marvelous pictures.



The online contest was another example of the brand’s ongoing presence on social media to build awareness, communicate brand image and cultivate relationships with customers. It established a store on Tmall, the Chinese online marketplace. Dabao was founded in 1999. Almost 10 years later, in 2008, Johnson & Johnson, the US-based health care company, purchased Dabao for over $300 million in an effort to expand its business in China by acquiring and growing
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a well-established Chinese brand that fit well with its existing skin care offering. With the Johnson & Johnson connection, Dabao gained management knowhow that enabled the brand to grow with new organizational efficiencies, packaging innovations and customer service initiatives. Guided by a brand vision it articulates as, “Worth your Money, Meet your Needs,” Dabao introduced new products, while maintaining its offering of established brands, such as: Dabao Day Cream, SOD Milk and SOD Protein Milk, and more value-formoney offerings, Dabao SOD Cream, SOD Milk Light Lotion and Refresh Cleanser.
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CTRIP Company: Ctrip.com International Ltd. Brand Value: US $718 Million YEAR ON YEAR CHANGE: 47% Headquarter City: Shanghai Industry: Travel Agency Year Formed: 1999



SUCCESSFUL MOBILE STRATEGY DRAWS YOUTHFUL TRAVELERS Mobile transactions tripled in the second quarter of 2013, as the app “Ctrip Travel” was downloaded over 50 million times. Over 20 percent of hotel reservations and around 15 percent of air tickets were transacted using the app. The brand introduced the “Ctrip Travel 5” app update in September 2013, adding more packages and last-minute deals and more discounts and destinations. An online travel provider, Ctrip also conducts business by phone at 24hour call centers. Young consumers with disposable income and leisure time drove the increase in mobile transactions,
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which helped produce a 76 percent year-on-year profit increase for the second quarter. The strong second quarter results followed a profit decline in the first quarter of 2013 because of increases in product development and marketing costs.



Ctrip’s revenue increased 19 percent year-on-year in 2012, to RMB 4.2 billion ($669 million), but net income declined 34 percent to RMB 714 million ($115 million), as product development and marketing expenses rose 52 percent and 58 percent, respectively.



In an effort to combat rising costs and competition, Ctrip forged a deal with rival Qunar, a travel search engine that aggregates information and offers price comparisons. Limited to vacation products, the deal should benefit Qunar with the addition of an important brand to its site, while Ctrip gains increased customer traffic.



Founded in 1999, Ctrip serves both consumers and businesses. The company focuses particularly on the growing market of Chinese consumers who travel independently for leisure rather than with a group. Since its IPO (Initial Public Offering) in 2003, the company has been listed on the NASDAQ Exchange.



NAME Wang Jun, 23 PLACE Baiyun Airport, Guangzhou I went traveling in Sanya and have just arrived here in Guangzhou. I plan to tour around Guangzhou for several days. I have been traveling around China with my boyfriend and sister. I am a hotel clerk, and live with my parents in Hubei Province. My father works in a local police station and my mother is a housewife. My dream is to run a beverage store.
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INDUSTRIAL BANK Company: Industrial Bank Company, Ltd. Brand Value: US $604 Million YEAR ON YEAR CHANGE: New Headquarter City: Fuzhou Industry: Financial Institutions Year Formed: 1988



BANK SHIFTS ATTENTION TO SMALL BUSINESS CUSTOMERS Industrial Bank increased its focus on small businesses, helping them file IPOs (Initial Public Offerings) and obtain loans, with a simplified application process called “Business Express.” The number of small business served by the bank increased 36.4 percent in 2012, and accounted for 80 percent of the bank’s corporate customers. These financial innovations and operational improvements are part of the bank’s rapid adaptation to market changes and reforms. Industrial Bank created customer hotlines and improved e-banking. Around 72 percent of transactions that would have taken place at a



bank branch in the past, happened online during 2012. New software identified customers considering the purchase of financial products, and enabled the bank to personalize communications in an effort to improve customer experience and increase sales. Industrial Bank earned a net profit of RMB 34.7 billion ($5.7 billion) in 2012, on operating income of RMB 87.6 billion ($14.4 billion). The bank maintains over 700 outlets in major cities across China, and employs around 42,000 people. Founded in 1988 as a local jointstock commercial bank, Industrial Bank has grown to be a national institution, listed on the Shanghai Stock Exchange in 2007.



NAME Zhong yan, 23 PLACE Guangzhou I am shopping in this mall. I am a Guangzhou native, and live here in Guangzhou with my parents. My parents are both teachers and I just graduated from college. My major is finance and luckily I got an offer from a bank. As a recent graduate, my wish is to get my professional skills developed through work and build a sustainable career.
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LONGFOR Company: Longfor Properties Company, Ltd. Brand Value: US $595 Million YEAR ON YEAR CHANGE: New Headquarter City: Beijing Industry: Real Estate Year Formed: 1995



COMMERCIAL PORTFOLIO GENERATES A STEADY INCOME Real estate developer Longfor Properties Company, Ltd. invested in commercial developments and retail space to stabilize profits and build its brand. Developments such as Chongqing West Paradise Walk, Beijing Starry Street and Chongqing Chunsen Starry Street Mall feature supermarkets, multiplexes, department stores, restaurants, entertainment outlets and boutiques; and the rental income generated by these has increased by over 40 percent year-on-year. Over the next three-to-four years, Longfor Properties will set up at least one large-scale regional shopping center per year, boosting the rental income from its commercial properties to 30 percent of total revenue over the next 10-to-15 years. Longfor Properties’ operates on a principle of 90 percent duplication and 10 percent innovation. Rather than creating bespoke constructions for each site, architects determine the basic type of development required, then
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select specific design modules from their database for assembly. This significantly reduces the length of time normally required to design a project to an average of five months from securing the land to commencing building work, compared to the industry average of eight months. Longfor aims to reduce operating costs still further. The company launched the second phase of its IT platform integration in 2012, uniting product design and development software, project management and cost planning tools and other strategic programs onto a single IT platform, increasing capacity and improving efficiency and accuracy throughout project lifecycles. For the first half of 2013, Longfor gained net profit of RMB 3.8 billion ($631 million) on turnover of RMB 15.2 billion ($2.5 billion). Longfor Properties Company Ltd. was listed on the Hong Kong Stock Exchange in 2009.



NAME Yang Qinghui, 57 PLACE a stone bridge in Nan’an I came here to see this grand stone bridge, two-and-a-half kilometers (1.5 miles) in length, all crafted of stone. My wife and I are in the wine business, in Xiamen. We have two children, both of them working in Shanghai. Our son, working as an accountant, is 25-years old, while our daughter, a model, is 24. I hope they will be independent and successful in their careers.
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HAINAN AIRLINES Company: Hainan Airlines Brand Value: US $572 Million YEAR ON YEAR CHANGE: 9% Headquarter City: Haikou Industry: Airlines Year Formed: 1993



NEW US ROUTES SUPPORT INTERNATIONAL COMMUTERS



NAME Zheng Youfang, 20 PLACE West Lake, Hangzhou I came from Hubei Province to travel in Hangzhou with my boyfriend. We’ve enjoyed our stay here. My boyfriend has just graduated from college and now is looking for a job. I am a college sophomore majoring in Chinese literature. I love Chinese culture and literature, so I wish to find a good job related to what I am learning.



Hainan Airlines is opening up new international routes to cater for the growing demand for business flights between China and the US. The carrier – which currently offers over 400 weekly flights from its Beijing hub, including regular flights from Beijing to Seattle and Toronto – launched a twice-weekly route between Beijing’s Capital International Airport and Chicago O’Hare International Airport in September 2013; supporting business travellers commuting between Beijing and Chicago while simultaneously improving connections to other destinations at either end. The airline is also actively promoting the addition of a new Boeing 787 Dreamliner to its 139-strong fleet. It is the first of ten Dreamliners to be acquired by the carrier, and is due to be operational on the Beijing-Chicago route by early 2014.
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GBTA (Global Business Travel Association) predicts that business travel expenditure in China will increase by over 14 percent in 2013, to $224 billion. Hainan Airlines will continue to face challenges from China’s new high-speed rail networks and from other domestic and international carriers, however, who are keen to secure a slice of these numbers, and are competing on ticket prices while increasing advertising and marketing efforts. In summer 2013, Hainan Airlines reported a 26 percent overall increase in passenger numbers year-on-year. Two million of these were domestic customers, and 88,000 were international. At the end of 2012, operating revenues stood at over RMB 26.9 billion ($4.3 billion). Hainan Airlines was listed on the Shanghai Stock Exchange in 1997.
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LAO FENG XIANG Company: Lao Feng Xiang Co., Ltd. Brand Value: US $554 Million YEAR ON YEAR CHANGE: New Headquarter City: Shanghai Industry: Jewelry Retailer Year Formed: 1848



NEW RANGE, SERVICES, FRANCHISES DRIVE SALES Established in 1848, Lao Feng Xiang is China’s largest jewelry merchant, with over 2,300 retail and wholesale sales outlets, mostly company-owned operations and around 30 percent franchises. To drive growth while conserving capital, the company focused on expanding its franchise business both domestically and abroad. In August 2012, Lao Feng Xiang opened its first international franchise in Sydney, and plans to open more in Hong Kong, Macao, and Europe. The company intends to add 120 more franchises by 2015. Repositioning as a mid-level luxury brand, Lao Feng Xiang is adjusting its range, transitioning away from low-margin gold items to focus on more expensive products, specifically within the category of
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“emerald, pearl, jade, gem.” It is also expanding into fashion with items such as enamel, watches, and glasses. As part of this shift, Lao Feng Xiang has refined the brand experience over the past few years, catering to its high-value customers with personalized service, privacy and exclusive access to special events such as fashion shows held at upscale hotels and other elegant venues. Formed in 1848, 2013 year marks the company’s 165th anniversary. Lao Feng Xiang enjoys a reputation of trustworthiness and quality, which are especially important characteristics in the jewelry industry. In 2012, total sales reached RMB 25.4 billion ($4.1 billion).



NAME Ji Lianfeng, 35 PLACE Shanghai I am from Jiangsu and came here to travel. This is the third day of my trip and I will go back to Jiangsu tomorrow. I have worked at a textile mill for 10 years. My son, 12-years old, is a sixth grade student, studying in Jiangsu. I hope that my son can grow into an independent and knowledgeable man.
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TATA Company: Belle International Holdings Ltd. Brand Value: US $552 Million YEAR ON YEAR CHANGE: New Headquarter City: Shanghai Industry: Apparel Year Formed: 2003



STYLISH WOMEN’S SHOE BRAND PROMOTES ONLINE Tata is a fashion shoe brand aimed at urban women in the 20s-and-30s age range.



online and offline sales. Tata also operates a store on Tmall, the Chinese online marketplace.



It’s one of the footwear brands owned by Belle International, the vertically integrated maker and marketer of owned footwear and sportswear brands, and a distributor of licensed brands.



All this exposure helped Tata navigate an economic environment that caught some shoe brands in a squeeze, with rising raw material costs and operating expenses but declining shopper demand and excess inventory.



Tata shoes are sold in physical stores operated by Belle and on Yougou, the e-commerce platform built by Belle to integrate its



Founded in 2003, the brand marked its 10th anniversary with major brand promotion events, such as fashion shows in Shenzhen and Guangzhou.



NAME Wanghuan, 22 PLACE a shopping mall, Guangzhou I’m from Foushan, in Guangdong Province, and attend college here in Guangzhou. My parents work and live in Foushan. I have an older sister who works as an assistant in a clothes store in Guangzhou. I am shopping in the mall with my boyfriend. I am a college student, majoring in business English. I will study hard next semester and I hope that I can get a scholarship next year.
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YANJING BEER Company: Beijing Yanjing Brewery Company Ltd. Brand Value: US $518 Million YEAR ON YEAR CHANGE: -11% Headquarter City: Beijing Industry: Alcohol Year Formed: 1993



SPONSORSHIPS HELP BUILD INTERNATIONAL REPUTATION Beijing Yanjing Brewery Company, Ltd. is investing heavily in sales and marketing, as beer consumption in China continues to rise and competition between breweries intensifies. Established in 1993, the Group produces a wide range of nonalcoholic beverages, including soft drinks, iced tea, jasmine tea and Jiulongzhai plum syrup, in addition to its range of beers, which include Yanjing Chunsheng and Yanjing Wuchun at the premium end, the mid-priced ale Yanjing Draught, and Yanjing Refreshing Beer at the lower end of the market. In 2013, Yanjing introduced a premium white beer that proved highly popular among China’s young affluent city dwellers.



Yanjing Beer is building on its international reputation, which started with its sponsorship of the Beijing 2008 Olympics. The beer now also sponsors Wexford Youth Football Club and Limerick Football Club – both currently in the First Division of the Irish Airtricity League. In May 2013, the group announced its intention to issue 284,768,676 shares at a value of RMB 5.76 per share, with the aim to raise RMB 1.64 billion ($268 million). The proceeds will be used for capital injection into six beer companies, which Yanjing aims to establish a joint venture. Beijing Yanjing Brewery Company Ltd. was listed on the Shenzhen Stock Exchange in 1997.



NAME Wei Bin, 25 PLACE Zhangjiajie I’m the man at the table in pink shirt. I was born and raised at the top of the local mountains, so I know the area very well. That’s why I can work as a native tour guide, showing tourists around National Forest Park every day. I am still single, so I hope to find a beautiful wife.
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METERSBONWE Company: Metersbonwe Brand Value: US $458 Million YEAR ON YEAR CHANGE: -62% Headquarter City: Wenzhou Industry: Apparel Year Formed: 1995



APPAREL BRAND TARGETS YOUNGER FASHION-CONSCIOUS CUSTOMERS Metersbonwe is trying to gain a stronger foothold into China’s apparel market by increasing stock turnover and using targeted, high-impact advertising geared towards a younger, more fashionconscious audience.



NAME Zhou Miao, 24 PLACE West Lake, Hangzhou My hometown is Zhejiang and this is my first time traveling to Hangzhou. I feel comfortable and happy here. I work as a kindergarten teacher, a meaningful and interesting job. I love my students and I hope that they can all grow up healthy and happy.



The brand is also increasing its presence in lower tier cities where expenditure per shopper is higher. However, it is still struggling to win over younger consumers in cities such as Beijing and Shenzhen, where competition remains fierce. The brand is fighting for supremacy against established brands with higher marketing budgets, such as H&M, Zara, Hollister and American Eagle. Metersbonwe is taking significant steps to update its image. In 2013, it launched a campaign entitled “New China Made,” which emphasizes their new cultural identity. Although the brand still relies heavily on endorsements from celebrities such as singer and actor Jay Chou, in April it teamed up with Hong Kong-
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based streetwear label Subcrew to promote its MJeans collection in a viral video campaign that features influencers from local subcultures such as graffiti, illustration, skateboarding, and action sports. Metersbonwe continues to operate a philosophy of quality fashion at attractive prices, coupled with rapid stock turnover. It is also investing heavily in logistics and information technology in order to maximize supply-chain efficiency. However, the brand faces significant challenges; primarily in information communication and exercising control over its large number of franchise stores. In the first half of 2013, the company owned 3,817 franchises, which accounted for 74 percent of its total stores and 49 percent of total revenue. For the first half of 2013, Metersbonwe earned RMB 222 million ($36 million) on RMB 3.7 billion ($609 million). The company was listed on the Shenzhen Stock Exchange in 2008.
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ROBAM Company: Hangzhou Robam Appliances Co. Ltd. Brand Value: US $457 Million YEAR ON YEAR CHANGE: New Headquarter City: Hangzhou Industry: Home Appliances Year Formed: 1979



BUILT-IN KITCHEN APPLIANCES APPEAL TO A YOUNGER CUSTOMER BASE Home appliance brand Robam manufactures extractor fans, gas ovens, pressure cookers, kettles and juicers. It is a well-known and popular in China’s home appliance market, positioning itself as a mid to high-range brand and marketing itself to consumers who have a higher-than-average disposable income with which to furnish their homes. Over the last 12 months, Robam has introduced new product lines that meet the growing demand for high-end, built-in ovens and kitchen appliances. Built-in appliances and “holistic kitchens” are extremely popular with Chinese homeowners, particularly those in their 20s and 30s, and Robam
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has tailored its product lines and customer proposition to better meet their preferences.



it to increase its ownership of China’s top-end segment built-in market to 50 percent.



Robam sells its products from 1,500 exclusive sales outlets and 5,000 concessions in department stores. It also owns 2,000 aftersales service centers. A core part of the company’s brand promise is exemplary customer service, and it promotes these centers heavily to ensure high levels of customer loyalty and brand advocacy.



By introducing new technologies that speed up the manufacturing process, Robam has been able to speed up its supply chain. This, along with with a price drop in many of the raw materials used in the manufacture of kitchen appliances, has had a direct impact on profits. In the first half of 2013, Robam reported sales revenues of RMB 1.15 billion ($188.4 million): a 34.3 percent increase on the same period in 2012. Operating profits rose by 42.3 percent to RMB 168million ($27 million). The company was listed on the Shenzhen Stock Exchange in 2010.



In 2012, Robam set up a joint venture with Fagor Group to market De Dietrich domestic appliances in China. The company intends that this venture will enable



NAME Liu Canlong, 24 PLACE Quanzhou I’m from Shaoyang, in Hunan Province, and work as a cook in this restaurant in Quanzhou. I have been here for five years, while my parents live in my hometown. I like my job and hope my cooking skills can be improved gradually. I want to be a first-class cook.
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GEMDALE Company: Gemdale Corporation Brand Value: US $454 Million YEAR ON YEAR CHANGE: New Headquarter City: Shenzhen Industry: Real Estate Year Formed: 1988



HIGHER-END DEVELOPMENTS APPEAL TO AFFLUENT HOMEBUYERS Gemdale has launched an innovative “Buy-a-Home Online Center”, which enables homebuyers to browse thousands of available properties in Beijing, Shanghai, Chengdu and sixteen other major cities across China. In return for joining the site, users are provided with up-to-the-minute property news and purchasing advice. Established in 1988, Gemdale has built a reputation for designing and developing comfortable, practical, people-oriented homes that are ideal for couples and young families. In 2013 and 2014, the company will focus on building higher-end residential apartments, with the particular aim of growing their luxury property offering in the Yangtze River Delta region to comprise a minimum of 30 percent of the total portfolio.



In September 2013, Gemdale Corporation launched its first major high-end housing project – Great Mansion – in Xujing, Shanghai. A second high-end housing project, located in nearby Qingpu, is due to open in summer 2014; with a third planned for Hangzhou City later that year. Gemdale’s plans reflect the current preference for larger living spaces, among China’s more affluent home buyers. In the first half of the 2013, Gemdale’s net profits fell by 39.5 percent year-on-year to RMB 303.8 million ($49 million) – largely attributable to heavy pre-sales promotions of their properties due to open in 2013 and 2014. Turnover reached RMB 8.1 billion ($1.3 billion). Gemdale was listed on the Shanghai Stock Exchange in 2001.



NAME Sheng Weitao, 23 PLACE Guangzhou I am praying to the Buddha in this temple with my husband and our two-year-old son. My husband works in a gas station, filling cars. I am a housewife, taking care of our son. My parents, who are farmers, live in Qingyuan, in Guangdong Province. I hope that my entire family can be blessed by the Buddha.
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FULINMEN Company: COFCO Brand Value: US $450 Million YEAR ON YEAR CHANGE: 14% Headquarter City: Beijing Industry: Food & Dairy Year Formed: 1993



PRODUCT VARIATIONS EXTEND BRAND FOR HEALTH CONSCIOUS CONSUMERS To maintain its market dominance, Fulinmen is broadening its range with new cooking oil variations and packaging to meet increased demand from more discerning and health conscious customers. Meanwhile, cooking oil prices declined by around 15 percent during the spring of 2013, because of lower costs for soybean, a major component of cooking oil. The cooking oil price decline followed the increase imposed in 2012 to cover increased costs for fuel and commodities. The fluctuation in price did not affect the market strength of Fulinmen, a brand leader, which along with two competitors, controls around 80 percent of the domestic market for cooking oil.



Fulinmen is a brand of China Foods Ltd. a subsidiary of COFCO (China National Cereals, Oil and Foodstuffs Import and Export Corporation), a state owned enterprise and one of China’s largest food conglomerates. China Foods Ltd. earned income of HK$381.9 million ($49.3 million) on HK$30.9 billion ($4.0 billion) in 2012. A vertically integrated company, COFCO markets major brands, such as Fulinmen, and engages in the import, export and distribution of soybean and other grain commodities, which helps the company ensure supply and stabilize pricing of cooking oil raw materials. It operates over 140 cooking oil and food plants in 20 provinces. China Foods Ltd. is listed on the Hong Kong Stock Exchange.



NAME Jiang Alan, 42 PLACE Diqing I am a farmer living in the village nearby and I am a member of the Naxi people. This morning I came to my field for weeding at eight o’clock. I have two children and they are both studying in middle school. I sincerely hope my children can study well and become successful people in the future.
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GUJING GONG JIU Company: Anhui Gujing Distillery Company, Ltd. Brand Value: US $430 Million YEAR ON YEAR CHANGE: New Headquarter City: Bozhou Industry: Alcohol Year Formed: 1959



BRAND FOCUSES ON HERITAGE AND IMPROVING OPERATIONS Gujing focused on brand promotion, with the development of a tourist attraction extolling the brand’s long heritage as a maker of baijiu, China’s traditional white liquor. It also worked on controlling costs with organizational and production efficiencies.



NAME Li Huilian, 33 PLACE Hangzhou We are having dinner. I am the woman in blue. I’m from Jiangxi Province, in southeast China. I came to Hangzhou with my family to travel. I work as an accountant in a foreign company and I also keep accounts for some small companies, so I am pretty busy. I am really happy that I can take several days off and have a nice trip here.



These initiatives came in response to the impact on baijiu sales following government directives to limit extravagance at official functions where baijiu traditionally was the drink of choice. Development of the tourist attraction began in May 2013, in an area of an industrial complex where Gujing opened a production facility in late 2012. In a nearby parklike setting, Gujing will establish a Chinese culture center with exhibits devoted to the history of the baijiu industry. Gujing implemented an internal operational audit to review its corporate structure and job functions. It revised risk management guidelines
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and assessed all aspects of its operation, including product quality control to assure the consistent taste and appeal of its baijiu. To help improve staff engagement, provide new opportunities and strengthen its corporate culture, the company adopted a performance appraisal system. In 2012, net profit increased 28.1 percent to RMB 726 million ($119 million) on revenue of RMB 3.6 billion ($590 million). In the first half of 2013, however, the company felt the pressure on baijiu sales and revenue totaled RMB 2.3 billion ($380 million) as the growth rate slowed to 3.6 percent and net income decreased year-on-year by 9.2 percent to RMB 376 million ($61 million). Gujing was formed in 1959 and listed in 1996 on Shenzhen Stock Exchange. It is the main business of Anhui Gujing Group Company, Ltd., which also operates in other industries, including tourism and real estate.



211



Part 3 |



The BrandZ™ Top 100 Most Valuable Chinese Brands



TOP 100 Most Valuable Chinese Brands 2014



R&F PROPERTIES Company: Guangzhou R&F Properties Co., Ltd. Brand Value: US $424 Million YEAR ON YEAR CHANGE: New Headquarter City: Guangzhou Industry: Real Estate Year Formed: 1994



DEVELOPER BUILDS AFFORDABLE HOUSING IN KEY CITY CENTERS A well-known name in China’s real estate industry since the mid-nineties, R&F Properties is concentrating the majority of its efforts on inner-city developments that support the growing need of affordable, comfortable housing in key central business districts. Throughout 2012 and 2013, the company has maintained its focus on the busy and profitable area of the Pearl River New Town in Guangzhou City. The company also has 40 other residential projects under development in 14 major Chinese cities, including Beijing, Taiyuan, Chonqing and Guangzhou. Demand for affordable housing is
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high in these cities. Property sales in Taiyuan increased by 92 percent year-on-year in 2013, and sales in Chongqing and Xian increased 73 percent and 26 percent respectively. R&F is strengthening its hotels portfolio. The company co-owns hotels with many of the world’s leading hospitality groups. Its interests include: the Renaissance Huizhou Hotel in Huizhou, the Hyatt Hotel in Chongqing, the Ritz-Carlton in Guangzhou, and the Doubletree Resort by Hilton Haikou in Chengmai. In 2011, R&F Properties purchased Shenzhen Phoenix Football Club. Now under a new name (R&F



Guangzhou FC), new management, and new premises at Guangzhou Stadium, R&F Properties is using its association with the club to leverage its brand both in China and overseas. In conjunction with Britain’s Chelsea FC, R&F has opened the R&F Chelsea FC Soccer School in the Guangdong Province of China. For the first half of 2013, R&F Properties reported an 11 percent rise in net profits, reaching RMB 1.5 billion ($237 million) on turnover of RMB 10.2 billion ($1.7 billion).



NAME Huang Xinhua, 39 PLACE Quanzhou I’m from Nanping, in Fujian Province. My wife and I have lived here in Quanzhou for eight years. Our son is two-years old now. My wife takes care of him. I am a manager in a garment factory, which provides clothes for many retail stores in different cities in China. I hope that our company can expand.



R&F Properties was listed on the Hong Kong Stock Exchange in 2005.
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HOME INN Company: Home Inns Group Brand Value: US $421 Million YEAR ON YEAR CHANGE: New Headquarter City: Shanghai Industry: Hotels Year Formed: 2002



BUDGET HOTEL CHAIN EXPANDS LOCATIONS, BRAND PORTFOLIO Home Inn added 100 hotels during the second quarter of 2013, ending the first half of 2013 with a total of 1,953 hotels in 271 cities across China. The expansion maintained the rapid pace of a brand that has become a leader of the budget hotel segment in years since the company was formed 2001. Most of the growth has been organic, although Home Inn added 13 locations with its acquisition of eJia Express in 2012.



NAME Sun Linhui, 35 PLACE Guangzhou I am a decorator and now I am working upstairs, renovating the house for my customer. When I get a big decorating project, I become pretty busy and I need to work extra hours. I’m originally from Changsha, in Hunan Province, but now my whole family has settled down in Guangzhou. My son who is 16-years old works in a shoe factory. I hope that I can develop more decorating skills and set up a decorating company of my own.
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Home Inn also continued to develop its portfolio of brands into three distinct offerings, including a modest expansion of its midpriced Yitel brand, which the company launched in 2010 as a hotel catering to business travelers. The company more aggressively expanded its Motel 168 brand, which it acquired with 295 locations in 2011. Also a budget brand, Motel 168 complements the traditional feel of a Home Inn with trendier décor. Concentrated around major cities, Motel 168 is aimed at younger travelers.



Most of Home Inn locations are owned by franchisees with management expertise provided by Home Inn. The company leases and operates over 800 hotels. The 1,953 locations at the end of the first half of 2013 included: Home Inn locations (1,602), Motel 168 (341), and Yitel (10). The move into the mid-price segment and the rapid rollout of budget locations reflects the rise of China’s domestic travel industry over the past decade, although growth has moderated recently with general economic slowdown, which impacted Home Inn results. Adjusted net income declined slightly in 2012 to RMB 300 million ($49 million) on revenue of RMB 5.8 billion ($950 million), up 46 percent year-on-year. But 2013 second quarter net revenue improved 29 percent year-on-year to RMB 140 million ($23 million), on an 11 percent hike in revenue to RMB 1.6 billion ($260 million). Home Inn is traded on NASDAQ Stock Exchange.
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EASTERN GOLD JADE Company: Eastern Gold Jade (Dongfang Jinyu) Brand Value: US $404 Million YEAR ON YEAR CHANGE: New Headquarter City: Shenzhen Industry: Jewelery Retailer Year Formed: 1993



BRAND INVESTS FOR GROWTH AS PROFIT AND REVENUE RISE Dongfang Jinyu, China’s only listed jade company, expanded distribution to reach deeper into China with two major projects expected to open in 2014. The Dongfang Jinyu Huadong Exchange Center, aimed at the underserved jewelry market of Huadong and the Yangtze River delta, is expected to cost RMB 306 million ($50 million) and open in January 2014. An exchange in the Ruili and Yunnan area, in the southwest, is expected to open at the end of 2014 and cost RMB 424 million ($69 million). The Ruili Dongfang Jinyu Cultural Industry Park will combine jewelry making and sales with cultural exhibits. It will include a raw materials exchange as well as jewelry design and production facilities and an education center. The Yunnan Tengchong Jade Exchange, a similar center, opened in late 2012.



Dongfang Jinyu continued to improve distribution to all first-, second-, and third- tiers cities, in 2012. It opened company-owned and franchise stores in Beijing, Hebei, Henan, Jiangxi, and Shanxi. Dongfang Jinyu sponsored the World Miss Jewelry beauty contest, in December 2012. Net income reached RMB 160 million ($25 million), in 2012, on revenue of RMB 4.8 billion ($780 million). For the first half of 2013, net income totaled RMB 131 million ($21 million) on revenues of RMB 4.4 billion ($520 million). Dongfang Jinyu was formed in 1993 and listed in 1997 on Shanghai Stock Exchange. The Chinese regard jade as a stone of beauty representing purity and other virtues. Jade artifacts have been present during the entire 5,000year history of Chinese civilization.



NAME Huang Qiumei, 28 PLACE Shangxiajiu Pedestrian street in Guangzhou I have just shopped in this pedestrian street with my boyfriend. We happened to pass by this moon cake shop and went in to have a look. Mid-Autumn Festival is around the corner, so I want to buy some moon cakes and deliver them to my parents in Guangxi Province. I work as a shop assistant, selling male’s clothes in Guangzhou. I have been living here for five years with my boyfriend. I hope we can get married when we earn enough money and have a romantic wedding ceremony.
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CHINA EVERBRIGHT BANK Company: China Everbright Bank Company, Ltd. Brand Value: US $391 Million YEAR ON YEAR CHANGE: New Headquarter City: Beijing Industry: Financial Institutions Year Formed: 1992



EVERBRIGHT ENHANCES OFFERING WITH CUSTOMER CONVENIENCES China Everbright Bank, a mid-sized lender predominantly operating in corporate and retail banking, implemented a strategy it calls, “create network Everbright,” focused on developing the bank’s mobile and online offerings.



NAME Ding Le, 35 PLACE Shanghai I am the woman sitting on the bench, having a lunch break and getting some fresh air. I’m from Kunming, in Yunan Province. I am still single and have been living in Shanghai for five years. I work as a shop assistant in the Super Brand Mall. I hope that I can earn more money and travel around China.
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In one of its early initiatives, Everbright became the first bank to sign a strategic cooperation agreement with the large telecom company, China Unicom, to develop mobile payment services. The mobile technology enables users to pay with a smartphone, rather than a credit card or cash, at retail stores, public transportation, gas stations, restaurants and other locations. In the future, the bank plans to expand coverage to insurance payments, utility bills, and bullet train tickets.



In another attempt to provide convenient service, Everbright expanded access its wealth management services, adding early morning and after-work hours. With Everbright’s e-banking options, customers can apply for a credit card, debit card, or loan online, with no need to go to a branch for paperwork. By the end of September 2013, the bank had over 10 million personal online banking users, with 560,000 transactions occurring per day. The bank is present in 82 cities. Everbright produced net income of RMB 23.6 billion ($3.9 billion) in 2012, on turnover of RMB 114.1 billion ($18.7 billion). Everbright was founded in 1992 and is listed on the Shangahai Exchange. To meet new capital reserve requirements the bank launched an IPO on the Hong Kong Stock Exchange in 2010, a move it had considered in the past.
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SOHO CHINA Company: SOHO China Ltd. Brand Value: US $370 Million YEAR ON YEAR CHANGE: New Headquarter City: Beijing Industry: Real Estate Year Formed: 1995



SHIFT TO RENTAL OVER SALES PRODUCES STRONG RESULTS Soho China, a real estate firm that develops, leases and manages office property, adjusted its guiding business strategy from build-to-sell to build-to-rent. A response to the slowdown in China’s economic growth and a softening in sales, the shift produced strong financial results.



But even in Beijing and Shanghai, where Soho China currently has over 25 properties, the company has moderated the pace of development because of soaring land costs. Soho China also avoids store construction because of the impact of e-commerce on how people shop.



The company exclusively invests in Beijing and Shanghai. Although rents are levelling in those cities, limited vacancies keeps demand high. The company predicts that rents eventually will reach the levels of major world capitals.



To market its properties, Soho China ignored the industry standard practice of closed-door price negotiations, and instead disclosed pricing online. The company believes this approach is consistent with presenting the Soho China brand as transparent, fair and open.
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In the first half of 2013, net profit increased to RMB 537 million, compared to the same period in 2012, on a doubling of turnover to RMB 2.5 billion. Net profit improved 135 percent, year-on-year to RMB 3.3 billion, in 2012, on turnover of RMB 15.3 billion, up 169 percent. Founded in 1995, Soho China is listed on the Hong Kong Stock Exchange.



NAME Xue Xiao, 21 PLACE Beijing I come from Shandong and I am a junior at Shandong Normal University. I have been traveling in Beijing with my friends this summer vacation. My major is biology and I hope to be a biology teacher in the future.
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SUOFEIYA Company: Suofeiya Home Collection Company, Ltd. Brand Value: US $363 Million YEAR ON YEAR CHANGE: New Headquarter City: Zengcheng Industry: Furniture Year Formed: 2003



FURNITURE MAKER POSITIONS BRAND AS A HOME SOLUTION One of the largest producers of customized furniture in China, Suofeiya expanded its distribution network and focused on broadening its brand image. The company’s principal product, custom wardrobes, fills a steady need in China where new apartments are delivered as concrete shells. Driven by the growth of home ownership, China Suofeiya expanded its offering to also include closets, bookcases, tables, flooring, beds, furniture and accessories. The company’s brand message now reflects this wider product range and positions Suofeiya as a solution for the entire home. Sold in more than 1100 outlets, and established



in Tier 1 and Tier 2 cities, Suofeiya is extending its brand awareness to lower tier cities. Suofeiya also leveraged this awareness to grow its businessto-business activity through cooperation with real estate developers. The manufacturing efficiencies of customizing furniture at a larger scale yield higher profit margins. The company achieved RMB 75 million ($12 million) in profit for the first half of 2013, on revenue of RMB 627 million ($103 million). It ended 2012 with profit of RMB 173 million ($28 million) on RMB 1.2 billion ($200 million) in revenue. Founded in 2003, Suofeiya is traded on the Shenzhen Stock Exchange.



NAME He Yuying, 24 PLACE Weixi, Diqing These children are all my relatives. They came to my home with their parents for the Fire Festival, a traditional day for Naxi people, when all my relatives get together to celebrate the harvest. The children are so excited today. I sincerely hope they can have a happy childhood.
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GREENTOWN CHINA Company: Greentown China Holdings Ltd. Brand Value: US $353 Million YEAR ON YEAR CHANGE: New Headquarter City: Hangzhou Industry: Real Estate Year Formed: 1995



DEVELOPER REVITALIZES BRAND WITH NEW GROWTH STRATEGIES For Greentown, an important developer of residential and commercial property, 2012 was a year of revitalization and change. The company responded to competitive pressures by slowing expansion, shifting its business focus and strengthening its finances. It placed more emphasis on the power of its brand. Greentown balanced its capitalintense property development business with private and government construction management projects, and it diversified its offerings beyond high-end projects to reach a broader market. The company also introduced a more proactive sales system with agents working on commission. In addition, Greentown entered into significant strategic partnerships with two other major Chinese real estate developers, Wharf (Holdings) Ltd., and Sunac China Holdings Ltd. These arrangements provided Greentown with financial support, expertise and greater access to international capital markets.



224



The company engaged in almost 100 projects during 2012, including private homes, high-rise and lowrise apartments, urban complexes and community and commercial developments. About one-third of the Greentown’s activity is in Zhejiang, the economically vibrant coastal province where the company is based, with another one-third of activity happening in the Bohai Rim River Delta around Beijing, and the rest spread mostly throughout eastern China. For the first half of 2013, revenue declined 18.9 percent to RMB 10.2 billion ($1.7 billion) year-onyear, but profit attributable to the owners rose to RMB 1.9 billion ($260 million). In 2012, revenue increased 61.1 percent year-onyear to RMB 35.4 billion ($5.8 billion). Profit attributable to the owners increased 88.4 percent to RMB 4.9 billion ($800 million). The brand was formed in 1995 and listed on the Hong Kong Stock Exchange in 2006. NAME He Tianxiang, 42 PLACE Weixi, Diqing I have been working at this construction site for more than a month. I used to farm, but now I earn a living as a construction worker, which brings much more income for my family. My two children are at school, one in middle school and the other in elementary school. I hope to make more money and take them to big cities.
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ANTA Company: Anta Sports Products Ltd. Brand Value: US $338 Million YEAR ON YEAR CHANGE: 8% Headquarter City: Jinjiang Industry: Apparel Year Formed: 1994



BUILDING THE BRAND AT HOME AND ABROAD Anta relied on strategic marketing initiatives to maintain its presence as a leading sportswear brand at a time when the Chinese sportswear market faltered from weakened demand and industry leaders struggled with excess inventory and overstoring, which led to discounting and heated competition.



NAME Shi Nengrui, 24 PLACE Lijiang Old Town This is my horse. I rent the horse to tourists for taking pictures. I like my current job, since I can easily make money with more and more tourists visiting Lijiang Old Town. My home is near here. I am still single, but luckily, with the companionship of my horse, I don’t feel alone. Animals are like friends and we need to protect them.



These initiatives included the brand’s ongoing sponsorships of sports teams and the extension of its partnership with the Chinese Olympic Committee until the end of 2016. Anta gained high visibility during the 2012 Summer Games in London when the uniform it created appeared 88 times on the winner’s podium. The brand became the official supplier of apparel to China’s national boxing, taekwondo and karate teams, in spring 2013. It is an official uniform supplier for many Chinese teams at the Winter Olympics in Sochi, Russia, in 2014, Brazil’s 2016 Summer Olympics in Rio de Janeiro, and the 2014 Asian Games in Incheon, South Korea. Anta also expanded its product range, increasing children’s apparel stores to a total of 833,
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and creating its first range of outdoor products for the 2013 summer season. The company also expanded internationally, with four new stores in Nepal and entry into the Middle East, including a flagship store in Dubai. The company cut expenses by closing underperforming stores. It operated 7,834 Anta and Sports Lifestyle stores in June 2013, down from 8,075 at the end of 2012. Despite marketing and operations initiatives, profit declined 18.7 percent to RMB 625.7 million ($102.3 million) during the first half of 2013, on sales of RMB 3.37 billion ($550 million), which were down 14.4 percent compared with the same period a year earlier. One of China’s leading branded sportswear enterprises, Anta Sports Products Ltd. designs, manufactures and markets footwear, apparel and accessories in every province. It serves the mass market with the Anta brand and targets the high-end with its Fila brand. Anta was founded in Fujian Province, in Southeast China, in 1994. The company was listed on the Hong Kong Stock Exchange in 2007.
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YOUNGOR Company: Youngor Group Company, Ltd. Brand Value: US $314 Million YEAR ON YEAR CHANGE: -30% Headquarter City: Ningbo Industry: Apparel Year Formed: 1979



FASTER DESIGN CYCLE INCREASES CHOICE WHILE CUTTING COSTS Youngor, a maker, marketer and retailer of men’s apparel, is reducing its number of smaller, less-profitable stores in order to concentrate on larger retail environments where a more enjoyable shopping experience can be created. The company currently operates about 1300 centrally-managed stores, 400 of which have high street locations with a further 900 located in shopping malls. It also operates around 200 franchise stores. Together, Younger’s high street and mall stores generate over 80 percent of total profits, with remaining profit coming from online sales, department store concessions, and manufacturing for international fashion brands such as Polo and Calvin Klein. The Group is also shifting its portfolio to a higher concentration of stores in residential areas within
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the central business districts of second and third tier cities, where expenditure per shopper is higher. In the last twelve months, Youngor has reduced operating costs by speeding up its overall design cycle (the time it takes designs to go through production and reach the stores). By employing its own textile researchers and fashion designers in a number of selfowned research and development institutes, Youngor is maximizing supply chain efficiency to provide customers with wider and more current product choice. The brand is owned by Youngor Group Company, Ltd., which has an active interest in real estate and investing as well as apparel. For the first half of 2013, Younger earned net income of RMB 960 million ($158 million) on turnover of RMB 7.1 billion ($1.2 billion). Youngor was listed on the Shanghai Stock Exchange in 1998.



NAME Wu Yijiao, 46 PLACE Guangzhou I’m on the left in the orange shirt. I deliver clothes for different shops in this mall. I’m originally from Hubei Province and have worked as a porter in Guangzhou for 12 years. My son dropped out of school early and is now working in Guangzhou. I just hope that life can be simple and happy.
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DAPHNE Company: Daphne International Holdings Ltd. Brand Value: US $312 Million YEAR ON YEAR CHANGE: New Headquarter City: Shanghai Industry: Apparel Year Formed: 1987



FOOTWEAR MAKER SHIFTS FROM OEM TO OWN BRAND A leading maker, marketer and distributor of footwear and accessories, Daphne increased its company-operated stores and implemented supply efficiencies as part of its shift toward building its own brands and away from its business as an OEM (Original Equipment Manufacturer) for other brands. Although the company slowed its store expansion because of weakened demand, it increased the percentage of company-owned stores in its portfolio to 86 percent. The company operated a total of 6,581 points of sale at the end of June 2013, 5,690 that it directly managed and 891 franchises.



NAME Gao Shanting, 24 PLACE Guangzhou I’m from Quanzhou in Fujian Province, which is 400 kilometers (150 miles) away from Guangzhou. I am traveling here with my friends. I am a senior student in Xi’an International Studies University, majoring in accounting. Now I am about to graduate and feel happy that I got an offer from my favorite company. I will start to work soon, so I treasure the leisure time of this summer vacation.



230



Direct management enabled the company to feature its popularly priced core brands of shoes, Daphne and Shoebox. The company also exclusively distributes the more expensive Aerosoles and Aldo brands.



Daphne launched United Brands Club early in 2012, providing loyal customers with information, an interactive brand experience, and a social shopping platform. In late 2013, United Brands Club published an electronic magazine about fashion trends and brand developments. The company also produced a combination concert and fashion show. And it organized a social media campaign around its brand and a charity. For the first half of 2013, Daphne net profit declined 56 percent to HK$ 310 million ($40 million) on revenue of HK$5.2 billion ($670 million), a rise of under 2 percent. Profit was impacted by slower sales improvement and store expansion investment. In 2012, Daphne’s revenue increased by 22.8 percent to HK$10.5 billion ($1.4 billion), and net profit rose 2.4 percent to HK$956 million ($123 million). The brand was formed in 1987, and listed on the Hong Kong Stock Exchange in 1995.
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OUR INSIGHTS



Relevance



Be present on the shopping and life journeys Every brand’s objective is to move consumers in their selection journey from shopper to buyer. Key to building preference is a brand’s product relevance within the context of a consumer’s lifestyle needs. And, importantly, the brand needs to remind the consumer of its relevance as close as possible to the place and time of purchase.



King F. Lai Chief Executive Officer, Asia Pacific and Chairman, China Kinetic



Brand value can’t remain an abstraction. The brand must constantly connect with the consumer. The reminder of brand



value can be made with imagery delivered via disruptive formats; information for optimizing product performance delivered on request; or a customer service response delivered with the appropriate pitch and tone when product performance falls below expectation. The critical part of any brand plan in China’s always on, anytime, anywhere society, is when we connect by being present as people go about their daily routines.



[email protected] www.kinetic.com



Travel



Sharp increase in tourism creates opportunities Chinese tourism spending has been growing much faster than overall GDP. In Tier 1 cities, tourism spending increased at an average annual growth rate of 22 percent to RMB 540 billion ($88.3 billion) in 2012, from RMB 311 billion ($50.1 billion) in 2010. International travel expanded even faster, at a 39 percent annual growth rate.



Consumers



Substance glitters brighter than bling Evidence from WPP’s BrandZ™ and Y&R’s Brand Asset Valuator (BAV) reveals increasing Chinese consumer sophistication. Growing in importance are qualities such as: Trustworthy, Down-to-earth, Reliable, Intelligent and Fun. Declining in importance are: Prestigious, Gaining-in-Popularity, Up-to-Date and Trendy. The “Middle Blingdom” hasn’t disappeared, but Chinese consumers are increasingly looking for a richer psychological reward rather than blindly following the crowd. What does this mean for creative ideas? 232



- Success, yes. But on my terms. Financial success is still a powerful motivator. But the means are now as important as the end. Wealth must be demonstrably earned. - Idea first, celebrity second. Celebrity endorsement works in China. However, consumers increasingly question its indiscriminate use. - Make it look good. But with substance too, please. Chinese brands obsess about looking premium. This needs to be combined with insightfulness. In short, beauty needs to become more than skin deep.



The majority of tourists choose a three-star or above hotel. While traveling, they rely heavily on mobile location-based services. We see great opportunities for both domestic and overseas tourism destinations. Effective communication should attract more tourist spending for advertisers such as national brands, city brands, scenic destination brands, theme parks and hotels.



Custom Research Director CTR Market Research [email protected] www.ctrchina.cn



Bonding



Charles Sampson



Reach people emotionally with rich offline experiences



CEO Y&R China [email protected] www.yr.com



- Get real. The Chinese Internet has spawned a nation of critics. Be as authentic as possible and Chinese consumers will reward you with their love and respect.



Rosy Li



In this era of digitalization, when everyone is excited about “big data” marketers should look beyond the numbers to explore the underlying humanity and social drivers. Digital screens are today’s default interface with the world, but Chinese consumers are becoming increasingly enamored with physical objects and experiences.



While online social networks are mainly content driven, offline social networks are associated with a lot of emotions. In order to better bond with consumers, brands should create rich and original reallife experiences beyond the virtual world. Don’t treat every real person as a virtual ID. There is scope to build brand equity by helping people connect with each other offline.



Tammy Sheu Managing Director, Beijing Office, JWT [email protected] www.jwtchina.com
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Brand Experience



Consumers



Gifts move from sales tactic to part of brand experience



Andrew Kwan Executive Vice President Maxx Marketing Ltd. [email protected] www.maxx-marketing.com



The rising sophistication and diversity of Chinese consumers has forced the GiftWith-Purchase (GWP) industry to rise to the occasion in terms of quality, brand relevance, value and safety. Traditionally used as both a purchase incentive and brand influencer, GWP extends consumer interaction beyond the point of sale and often, beyond the life of the purchased product. Digital technology is revolutionizing this once productbased tactic. Now, engaging with



mobile devices, pushing online interaction and promoting positive social conversation is the norm among targeted consumers, 18-to35 year olds. No longer willing to tolerate meaningless trinkets that hold little value, these consumers demand immediate gratification, expect a high-perceived value and want to be entertained as part of the integrated brand experience. While price and value still drive purchasing decisions, GWP remains an effective and quantifiable promotional tactic in the marketing mix.



Misperceptions and clichés blind brands to opportunities I have read my fair share of consumer trends and predictions. Despite these prognostications, China's advertising narrative remains very much trapped in old clichés that prevent brands from capitalizing on emerging new trends. The three most stubborn clichés are:



Geoffrey Ogay Planning Partner, Regional Planning Director Ogilvy & Mather, Shanghai [email protected] www.ogilvy.com.cn



Netizens



Social Buzz



Tango with your consumers. Co-create to win their hearts China’s netizens are creative with social media content. They want to be in control and respected as power shifts from business to consumers – from B2C to C2B and C2C. Brands should converse with them, not talk down to them. They love to have fun in real time. Netizens are proud to share their wins, expertise, knowledge and also grievances. For netizens, commercial advertising works most effectively as part of an integrated multifaceted campaign that also engages interactively. When they @brand in a complaint, they demand responses immediately.
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Otherwise an issue can become a crisis. To effectively communicate to China’s netizens, marketers must be proactive in several ways: - Zeitgeist: Master the most current net language, culture and spirit. - Content: Communicate in bites that are impactful even during time fragments. - Visual Impact: Emphasize photos, not text. - Quality: Use performance metrics that emphasize quality over quantity.



- Chinese consumers like and are persuaded solely by functionality. - Chinese consumers don’t appreciate good creative. - Chinese consumers are followers (collective culture), not trendsetters.



If we remain stuck with these misperceptions we will never find out (and test) what makes China and Chinese consumers unique. We should not aim for the lowest common denominator of engagement and persuasion, and instead look at the market as if for the first time. With fresh impressions we can understand and reach the consumer in more genuine—and successful, brandvalue-creating, ways.



Penetrate social media with a big idea The benefits of social media—oceans of information and possibilities—are also its chief drawbacks. People get bogged down. How do brands find—and keep— the desired audiences?



Connie Leung Senior VP of Consulting Business & Marketing CIC [email protected] www.ciccorporate.com



Zita Wang Associate Account Director of Digital Cohn & Wolfe Impactasia Shanghai [email protected] www.cohnwolfe.com/zh-en



For added power, combine key messages with local social hot topics to make the brand part of a consumer’s life. Keep generating social buzz by mapping and engaging high influential advocates among specific groups of target audiences to strike a deeper chord.



By making the messages clear, precise and integrated with the branding strategy, producing one big idea and theme for one PR and digital integrated campaign, consistently communicating on specific social media platforms with customized content, interactive activities and social advocates. 235
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Consumers



Reaching young people requires risk, fresh ideas



Edward Bell Head of Strategy & Planning Ogilvy & Mather, Shanghai [email protected] www.ogilvy.com.cn



The old saying that the consumer is braver than the brand is now also true in China. Certainly when it comes to young people, we can now be quite sure that brands are no longer in front leading them. Just look at the originality and daring demonstrated by the youth singing their hearts out in the “Voice of China” talent show. Then look at the way that brands talk.



tell me that they find them boring, lacking inspiration and originality. Quantitative research confirms this boredom. For brands to do what they do best, they need to get back in front of youth again. And for this to happen, we need to be prepared to take some risks, for this is the nature of youth.



We see the same old formats, the same old empty celebrity endorsements, the same old product demos. Young people



For food and beverage (and cosmetic and OTC) brand owners, both local and international, meeting consumer concerns is a unique opportunity to establish 236



If these promises are integrated into brand fundamentals and then communicated consistently and holistically the resulting virtuous cycle of brand promise and consumer connection will increase brand value and enhance the welfare of China.



Projecting authenticity of brand, product drives sales



China’s consumers are more concerned with the authenticity of the product and the merchant when shopping online. Designs for e-commerce websites and product displays that project authenticity will improve sales conversion.



Cultivate brand loyalty with consistent quality preference, premium and loyalty with all levels of Chinese society by delivering product safety through transparent and ethical sourcing and meticulous quality control.



E-commerce



In a country of over 1.3 billion inhabitants, with over 600 million people online, e-commerce is like a vast sea, appealing in its breadth but potentially treacherous to navigate. Here are some reliable channel markers:



Brand Promise



Around 12 percent of China’s population identified food safety as a serious problem in 2008, according to a Pew survey. By 2012, that number had more than tripled to 42 percent. These worries are not confined to local commodities and brands. Leading global brands also had to mitigate problems of contamination.



OUR INSIGHTS



Peter Mack Executive Director Landor [email protected] www.landor.com



Consumers from lower tier cities spend a higher share of disposable income online than first and second tier city consumers, because the range of locally available products is relatively limited. E-commerce is a low-cost way for brands to connect with consumers in more remote locations.



Eric Wong Managing Director, Greater China POSSIBLE [email protected] www.possible.com



Chinese consumers are still relatively less knowledgeable about products, compared with consumers in some other markets. Therefore, they are more receptive to guidelines from brands and to relevant product recommendations and reviews.



237



Part 3 |



The BrandZ™ Top 100 Most Valuable Chinese Brands



TOP 100 Most Valuable Chinese Brands 2014



SANQUAN Company: Sanquan Food Company, Ltd. Brand Value: US $308 Million YEAR ON YEAR CHANGE: New Headquarter City: Zhengzhou Industry: Food & Dairy Year Formed: 1993



ACQUISITION EXPANDS MARKET SHARE, DISTRIBUTION REACH One of China’s largest frozen food producers, Sanquan focused on strengthening competitiveness through acquisition, branding initiatives and R&D. With the purchase of HJ Heinz’s four Long Fong China packaged food subsidiary businesses, in February 2013, the company quickly expanded domestic market share for its core product range, which includes glutinous rice balls, dumplings and other rice flour items. The Long Fong businesses, located in Shanghai, Zhejiang, Tianjin and Chengdu, widen Sanquan’s distribution network.



Sanquan also introduced a new logo on the occasion of its twentieth anniversary. And it shortened the company name from Zhengzhou Sanquan Foods to Sanquan Foods, dropping the mention of its hometown in favor of a more national image. In April 2013, the company announced plans to establish a subsidiary dedicated to R&D, production and sales for frozen and canned food. Company sales rose 2 percent to RMB 2.7 billion ($438 million), in 2012, with net income up 1 percent to RMB 140 million ($23 million). Sanquan sales have risen steadily over the past five years. Sanquan Food is traded on the Shenzhen Stock Exchange. The company employs over 4,000 people.



NAME Zhou Tao, 26 PLACE Xiamen I am a Xiamen native. My parents have run this grocery store for more than five years and now they handed it over to me. I open the store at nine in the morning and close it at seven every day. I feel bored when the business is slow, so I often bring a book with me and do some reading when there are few customers. I am single and live with my parents. My ambition is to earn more money and buy a big house.
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CHINA OVERSEAS PROPERTY Company: China Overseas Grand Oceans Group Ltd. Brand Value: US $294 Million YEAR ON YEAR CHANGE: New Headquarter City: Hong Kong Industry: Real Estate Year Formed: 1979



PROPERTY COMPANY SEEKS GROWTH IN SMALLER CITIES China Overseas Land & Investment (COLI), a leading property company serving the middle and high-end of the market, widened its geographic focus to find new opportunities and continue its steady growth, despite rising development costs and tightening government regulations in Tier 1 cities.



NAME He Shuwei, 28 PLACE Gulangyu Island, Xiamen I’m from Chengdu, in Sichuan Province, and came here to travel. It is about to rain, so I will take the boat back to my hotel, which is on the bank opposite Gulangyu Island. I have been touring around Gulangyu Island all day, amazed by its special culture and beautiful scenery. Xiamen is really a romantic city. I am single, but after my marriage, I am definitely going to take my wife here to have a romantic tour.



The company divides its property business into four parts: development, management, investment, planning and construction. It operates 37 mainland cities along with Hong Kong and Macau. Net profit has grown at a 43.6 percent compounded annual growth rate over the past 11 years. With a strong presence in Beijing, Shanghai, Gaugzhou and Shenzhen, along with 22 second tier cities, the company is now focused on real estate development in an additional 28 second tier cities and selected third tier cities with significant potential. Currently, 90 percent of the company’s land bank is located in second-tier cities. The company, which develops both residential and commercial property, expects that more than
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one-third of its projects completed in 2013 will be in the Northern Region, an area northeast of Beijing, with about one-fifth in the Yangtze River Delta and one-fifth in the Pearl River Delta. By the end of the first half, the company had completed 15 company projects and four joint ventures in 10 mainland cities and Hong Kong. The company focuses significant attention on cultivating its brand, which it summarizes as, “A trusted brand growing through diligence and care.” It intends to make China Overseas Property the most valuable brand in mid- and highend property sectors. For the first half of 2013, revenue increased by 27.3% year-on-year to HK$ 32.2 billions ($4.2 billion), while profit attributable to shareholders increased by 31.6 percent to HK$11.0 billion ($1.4 billion). For 2012, turnover increased year-onyear by 26 percent to HK$ 64.6 billion ($8.3 billion), while profit increased by 21 percent year-onyear to HK$18.7 billion ($2.5 billion). COLI was formed in 1979 and listed on the Hong Kong Stock Exchange in 1992.
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HISENSE Company: Hisense Electric Company, Ltd. Brand Value: US $280 Million YEAR ON YEAR CHANGE: New Headquarter City: Qingdao Industry: Home Appliances Year Formed: 1969



LEADING APPLIANCE MARKETER LOOKS OVERSEAS FOR GROWTH A major producer of flat-panel TVs, refrigerators and other appliances, Hisense looked abroad to increase sales of its own branded products as well as the products it makes for other brands as an OEM (Original Equipment Manufacturer). The company already exports to over 100 countries and gains almost one-third of its revenue from international business. It is particularly focused on the US, where TV sales revenue was expected to reach $700 million by the end of 2013. A new TV manufacturing base in Mexico should help support North American growth. Hisense opened TV and refrigerator manufacturing facilities in South Africa to serve its growth in Africa
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and Australia. After entering the Middle East as an OEM 10 years ago, Hisense began marketing its own brand in 2011, and expected 25 percent growth in revenues from the region in 2013. In addition, Hisense partnered with a German firm Loewe, benefitting from an established and efficient distribution network within Western Europe. Hisense produces over 16 million TVs annually. Three R&D centers in China and one in the US focus on LED and Smart TV innovations. The company also sought to increase technology knowhow to compete effectively with Korean and Japanese appliance brands. Late in 2013, in cooperation with Sina



Weibo, the Chinese micro blogging website, Hisense introduced a smart air conditioner that can be controlled from the Internet. Hisense Company Ltd. operates through many subsidiaries, including two large publicly traded companies. Hisense Electric Company, Ltd. was listed on the Shanghai Stock Exchange in 1997. Hisense Kelon Electric Holdings Company Ltd. is listed on the Shenzhen and Hong Kong Stock Exchanges. These companies market overseas through Hisense International Company, Ltd. Established in 1969 as a factory producing radios, Hisense Company Ltd. today employs over 60,000 people worldwide.



NAME Gao Zhihua, 45 PLACE Quanzhou I was born in Quanzhou and have been living here for more than 40 years. I am involved in the stone business. Stone has been very popular in Quanzhou for hundreds of years. My two daughters are studying in college, one in Xi’an and the other in Guangzhou, while my son is working in Guangzhou. I hope my children can find their ideal jobs and my business can become more and more prosperous in the future.
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SWELLFUN Company: Sichuan Swellfun Company, Ltd. Brand Value: US $268 Million YEAR ON YEAR CHANGE: New Headquarter City: Chengdu Industry: Alcohol Year Formed: 2000



ADJUSTING TO NEW REGULATIONS BRAND SEEKS OVERSEAS GROWTH Swellfun is exploring new brand positioning and market channels for its baijiu liquor. Often given as a gift or served on special occasions, baijiu, especially premium brands, had been the preferred drink at government banquets. Like most makers of China’s traditional white alcohol, Swellfun felt the impact of new government regulations aimed at taming extravagant official spending. The company reintroduced its value brand, Tian Hao Chen, in December 2012. In January 2013, it opened a store on the giant Internet shopping portal Tmall.



NAME Wang Qun, 35 PLACE Shanghai I’m a Shanghai native, working and living in Shanghai. I am an electrical engineer. My son, five-years old, is attending kindergarten and my wife is a teacher. Tomorrow will be our tenth wedding anniversary, so I am shopping for some presents. I hope that no matter how long we are married, we can still be deeply in love.
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Perhaps the greatest brand growth opportunity is the overseas, however. Diageo, the UK-based global liquor marketer, announced, in July 2013, that it would buy the remaining stake in Swellfun’s holding company, increasing its ownership of Shanghai-listed Swellfun from 21 percent to 39.7 percent, in a deal worth £233 million ($365 million). Diageo plans to increase international sales of the company’s Shui Jing Fang brand, first to Chinese people living outside of China, and then to a



broader audience, positioning baijiu as the alcohol to be paired with Chinese food. It hopes for the widespread acceptance that Japanese sake achieved. After introducing Shui Jing Fang into the UK market in July 2012, Diageo also marketed the brand in Italy, Qatar, Spain and the United Arab Emirates. Swellfun’s sales rose 10.4 percent to RMB 1.6 billion ($268 million) in 2012, while profit increased 5.4 per cent to RMB 337 million ($55 million). Its Shanghai-listed share price dropped by 50 percent by September 2013, however, on fears over the impact of the government spending curbs. Swellfun is 40 percent owned by Sichuan Chengdu Shuijingfang Group Company, Ltd., formerly called Sichuan Chengdu Quanxing Group Co., which as of July 2013 is controlled by Diageo. Swellfun baijiu is sold in 21 countries and regions and in 42 duty-free stores in international airports worldwide. Its Shui Jing Street distillery in Chengdu is recognized as the oldest baijiu distillery in China, dating back more than 600 years to the Yuan Dynasty.
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QUANJUDE Company: China Quanjude Group Co., Ltd. Brand Value: US $259 Million YEAR ON YEAR CHANGE: New Headquarter City: Beijing Industry: Catering Year Formed: 1864



CUSTOMER FRUGALITY DRIVES RESTAURANT TO DIVERSIFY Beijing-based restaurant chain Quanjude is looking to diversify by investing in fast food store franchises and developing a range of food retail products. Founded in 1864, Quanjude operates 102 roast duck restaurants: 97 in China, and five overseas. However, after five years of double-digit growth, the company has been affected by a series of factors that have caused it to revise its strategy, including China’s slowing economy and the on-going bird flu scares. By far the most significant factor, however, is the reduction in entertaining expenditure by the government. The curbs have also impacted a number of other food and beverage industries, including baijiu distillers and brewery companies.



By diversifying its customer offering and entering the fast food market, Quanjude is hoping to limit damage to profits and expand its brand into new segments of the market. It has also reduced its menu prices in a bid to attract more individual customers. Six out of 10 new dishes developed in the first quarter of 2013 are priced below RMB 45 ($7.30), and nine out of 10 were under RMB 84 ($13.73). The restaurant is also offers a 20 percent discount to customers who eat on the premises. For the first half of 2013, the company gained RMB 62 million ($10 million) in net profit on turnover of RMB 812 million ($133 million). Quanjude is listed on the Shenzhen Stock Exchange.



NAME Hu Xianli, 35 PLACE Guangzhou I have been selling roast chicken here for more than four years. When I get busy, my cousin comes to help. I am from Qingyuan, in the northern part of Guangdong Province. My whole family lives in Guangzhou now. My son attends school and my daughter works here. Every Spring Festival we pay a visit to my parents in my hometown. I wish all my family members can be safe and healthy.
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SEPTWOLVES Company: Fujian Septwolves Industry Company, Ltd. Brand Value: US $258 Million YEAR ON YEAR CHANGE: -60% Headquarter City: Jinjiang Industry: Apparel Year Formed: 1990



STRONGER BRAND IMAGE SECURES NEW CUSTOMERS Apparel retailer Septwolves is strengthening its brand on the high street and online, promoting an edgier, tougher image to differentiate from competitor brands.



NAME Liuyi, 30 PLACE Xiamen I am on a business trip here in Xiamen. I’ve worked for an IT company in Changsha for seven years. My parents, retired now, and my older sister and I all live in Changsha. If I ever have enough money I will travel all around the world.



In order to re-establish its style credentials and increase its market share, the company launched a multi-channel advertising campaign entitled “The Four Sides of Man”, featuring four of Asia’s most celebrated actors. The campaign was aimed at male apparel consumers in their late 20s to early 30s, who outspend the national annual average by 18 percent. Septwolves is also increasing its high street and internet presence, and is on target to complete the opening of 1,200 new outlets, of which 60 will be flagship stores. At the same time, the company is refurbishing existing stores and improving customer service.
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Septwolves has also opened five new online stores – on Taobao, 360Buy, Tencent, Coo8, and Yihaodian – and plans to launch on Suning and Amazon in 2013 and 2014. The apparel category in general suffered from lagging demand and excess inventory. But Septwolves also produces apparel for major international brands, including Marks & Spencer, Tommy Hilfiger and Polo. For the first half of 2013, Septwolves earned net profit of RMB 256 million ($43 million) on turnover of RMB 1.4 billion ($231 million). Fujian Septwolves Industry Company, Ltd. was listed on the Shenzhen Stock Exchange in 2004.
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SUPOR Company: Zhejiang Supor Company, Ltd. Brand Value: US $253 Million YEAR ON YEAR CHANGE: New Headquarter City: Hangzhou Industry: Home Appliances Year Formed: 1994



COOKWARE MAKER UPGRADES PRODUCTS, EXPANDS INTO ELECTRONIC APPLIANCES Chinese cookware manufacturer Zhejiang Supor Company, Ltd. concentrated on upgrading its existing product lines, and continued its strategy of expanding from cookware into household electrical appliances. It has also introduced new technologies and design principles to its range of electrical appliances to capture higher market share in the small kitchen electrical appliance market. Founded in 1994, Supor is China’s leading cookware brand, selling its products through large retailers such as Gome and Suning as well as a number of online stores. It is controlled by the French home
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appliance company Groupe SEB, for which it is also an OEM (Original Equipment Manufacturer). Supor initially became famous for its pressure cookers, which were popular with professional caterers and domestic customer alike. Today, the brand offers over 800 products, which fall into three distinct families: cookware, small kitchen appliances and large kitchen appliances. Supor is now focused on raising quality standards and levels of innovation, ensuring its products are equally popular with domestic customers and professional chefs.



Supor has increased brand awareness through TV and online advertising. In 2013, Supor sponsored and partnered with the popular CCTV documentary, “A Bite of China.” It also communicated on YouTube to reach a wider audience online. For the first half of 2013, Supor earned RMB 275 million ($45 million) on revenue of RMB 4.1 billion ($675 million). Supor was listed on the Shenzhen Stock Exchange in 2004.



NAME Li Mei, 24 PLACE Guangzhou I have been an assistant in this home appliance shop for four years. I’m from Foshan, in Guangdong Province. My husband works in Foshan in an electronics factory. I live in Guangzhou with our son, who is only two-years old, and my mother-in-law. She helps me look after our son. I feel terrible that my husband and I live in different cities, however we have to make a living. I hope he can move to Guangzhou to work and live with us next year.
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CITS Company: China International Travel Service Corp. Ltd. Brand Value: US $252 Million YEAR ON YEAR CHANGE: New Headquarter City: Beijing Industry: Travel Agency Year Formed: 1954



NEW TRAVEL PACKAGES PROMOTE TOURIST TRIPS TO AUSTRALIA State-owned China International Travel Services (CITS) is one of China’s leading travel agencies. The company has recently launched a range of new travel packages to Australia, an emerging market for China’s travel industry. Tourism Victoria will engage in a marketing campaign with CITS and a number of other Chinese travel companies to increase travel opportunities between the two countries. CITS operates from 122 branches and sub-branches throughout China, and serves both a domestic and international customer base. Its services include special interest and adventure tours, business travel, educational and study tours, and conference and business incentive tours.



The company is owned by CITS Group Corporation, which provides integrated travel services, duty-free sales, development and management of real estate in tourism resorts, and other general services. CITS is a founding member of the World Tourism Cities Federation, a body that was established to strengthen Chinese inter-city tourism markets, assess existing travel resources, identify new opportunities, and to report and forecast trends in the global travel and tourism industry. For the first half of 2013, CITS earned RMB 805 million ($132 million) on turnover of RMB 7.7 billion ($1.3 billion). It is listed on the Shanghai Stock Exchange.



NAME Du Ting, 27 PLACE Shangri-La I am from Chengdu, which is the capital of Sichuan Province and 1,000 kilometers (621 miles) away from Shangri-La. I have my own online shop and therefore have time flexibility to visit here with my girlfriend. This is the first time for us to climb a snowcovered mountain, and we plan to go to Meili Snow Mountain tomorrow. Although climbing is prohibited at Meili, the amazing scenery is still strongly appealing to me. My dream is climbing more high mountains in the future.
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HANTING Company: China Lodging Group Brand Value: US $239 Million YEAR ON YEAR CHANGE: New Headquarter City: Kunshan Industry: Hotels Year Formed: 2005



HOTEL GROUP EXPANDS RAPIDLY WITH MULTI-BRAND PORTFOLIO China Lodging Group grew in just a few years from a chain of moderately-priced hotels called Hanting to an operator 1,216 hotels in 213 cities with five brands across the hospitality spectrum from budget to luxury. While over 1,000 of the hotels still carry the Hanting brand, the company is focused on rapidly expanding its brand portfolio, building new properties and improving guest experience. The new brands include the full service Joya Hotels, midscale Ji Hotels and Starway Hotels, and economy Hi Inn. The company had 432 new hotels in its development pipeline at end of the first half of 2013. Focusing primarily on the budget and midpriced market segments, it plans to have more than 2,000 Hanting and Hi Inn properties opened by 2016. The aggressive expansion reflects the rapid growth of China’s domestic travel business, which enjoyed a 24 percent compounded annual growth rate between 2007 and 2012, according to the China National Tourism Administration.
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To maintain this fast-paced expansion, while limiting capital investment and maintaining quality consistency, the company uses a hybrid of direct management and franchising. In this approach, which the company calls “manachising,” the group deploys company executives to manage franchiseowned hotels. Several recent initiatives aimed to improve customer experience. The company will offer free WiFi in all of its hotels. Customers can reserve rooms online, even using mobile apps, and they can choose the exact room in which they would like to stay. The hotel group also improved check-in and check-out efficiency. In 2012, the company gained net revenues of RMB 3.2 billion ($576 million), an increase of 43 percent, and net income attributed to the company of RMB 175 million ($28 million), a 53 percent gain. Established in 2005, from a predecessor organization, the company completed an IPO (Initial Public Offering) in 2010 on the NASDAQ Stock Exchange, where it’s traded as China Lodging Group, Ltd.



NAME Wang Aiping, 24 PLACE the Bund in Shanghai I’m from Jiangsu and am traveling in Shanghai. I am the only child in my family. My parents, retired, live with me in Jiangsu. I work in a small company and am in charge of the customs declaration. I like cakes and my dream is to run a bread store.
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PEARL RIVER Company: Guangzhou Zhujiang Brewery Company, Ltd. Brand Value: US $234 Million YEAR ON YEAR CHANGE: New Headquarter City: Guangzhou Industry: Alcohol Year Formed: 1985



SOUTHERN REGIONAL LEADER SEEKS NATIONAL RECOGNITION Pearl River engaged in several initiatives to expand its presence in parts of China beyond the south, where the Guangzhou-based brand, translated as Pearl River beer, enjoys its greatest popularity.



NAME Wang Jiangang, 37 PLACE Quanzhou I am a Quanzhou native and work in a marble factory. I normally start work at eight in the morning and go home at six at night. However, when business is good I need to work extra hours and sometimes spend the whole night working. It is tiring being a manual labor, so I hope that my two children, a son who is 12-years old and a daughter who is 10, can study hard and become white-collar employees when they grow up.



256



It invested RMB 110 million ($18 million) to fund the second phase construction of production facility in Hebei Province, in the north, which began operations in 2012. This initiative included efforts to raise capital selling shares of stock, at the end of 2012. In promoting the brand, Pearl River emphasizes its commitment to the state-of-theart brewing technology, symbolized by its facilities in Guangzhou.



The effort to raise awareness and position Pearl River as a national brand also included the recent development the of the Pearl RiverInBev International Beer Museum on the bank of the Pearl River, in partnership of AB InBev, the global brewing giant that owns a 25 percent stake in Pearl River. An SOE (State Owned Enterprise), Pearl River was established in 1985, in consultation with InBev, the Belgium brewer, which in 2008 acquired Anheuser-Busch to become AB InBev. Pearl River was listed on the Shenzhen Stock Exchange in 2010, with the proceeds targeted to help fund national expansion.
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ZHONGHUA Company: Unilever N.V. Brand Value: US $218 Million YEAR ON YEAR CHANGE: New Headquarter City: Shanghai Industry: Personal Care Year Formed: 1954



NEW PRODUCT LINES INCREASE SALES OPPORTUNITIES ZhongHua, modernized its logo and enhanced its product lines to compete more effectively. A new logo attempted to position the brand as more youthful. At the same time, ZhongHua took advantage of its more than 50-year brand heritage in its advertising and marketing. ZhongHua launched an “Expert Protection” range of dental products to reach the premium



258



health care market. The products promise excellent cleaning and bacteria reduction. And the brand introduced a popular new premium whitening toothpaste named “White Now,” which uses technology to provide an instant whitening effect. The ZhongHua brand is part of Unilever.



NAME Chen Fang, 50 PLACE Xiamen I’m from Chongqing. I moved to Xiamen with my husband eight years ago. I am doing housework for others to make a living while my husband washes advertising signs for others. Both of my two sons work in our hometown, Chongqing. The older son, 28-years old, runs a repair shop and the younger son, 16-years old, operates a crane. I hope my family can have more opportunities to get together.
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SOHU Company: Sohu.com Inc. Brand Value: US $208 Million YEAR ON YEAR CHANGE: New Headquarter City: Beijing Industry: Technology Year Formed: 1996



ONLINE BRAND EFFECTIVELY NAVIGATES DYNAMIC INDUSTRY In a deal aimed at driving online traffic, Sohu sold a 36.5 percent share in its Sogou search engine to Tencent Holdings Ltd., the Internet portal that operates popular messaging services. The initiative, in September 2013, was another instance of how Sohu, one of China’s leading online brands, has effectively navigated a dynamic industry, growing its mobile presence while continuing to develop its regular online businesses, including advertising. Sohu provides news, entertainment and other information and services. Along with Sohu, online platforms include the search engine Sogou, the gaming portal 17173.com, the real estate website focus.cn, and the gaming subsidiary Changyou.



NAME He Lin, 27 PLACE Youth Hostel, Quanzhou I have lived in the youth hostel in Quanzhou for a couple of weeks. The quiet surroundings and cultural atmosphere here appeal to me. I became a graphic designer three years ago. As the job is quite flexible, I travel a lot during my work in order to find more creative ideas. Different destinations in my journey inspire me. My dream is to become a top clothes designer.
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The mobile version of Sogou Pinyin, a dominant input software that Sohu devised in 2006, reached 150 million active users six months after launch in early 2013. Online



brand advertising revenue reached the $100 million for the first time, in the second quarter 2013, a 45 percent increase year-on-year. Search and other revenues were up 61 percent year-on-year to $46 million for the quarter. Sohu surpassed the $1 billion sales mark in 2012, producing $1.1 billion in revenue for the year, a 25 percent increase over 2011. Revenue from Sogou increased 108 percent to $131 million. Gaming revenue grew to $575 million, up 32 percent year-on-year, while advertising revenue improved 4 percent to $290 million. Net income declined sharply to $87.2 million, however, primarily because of heavy investment in mobile and video content. Sohu issued an IPO in 2000, and is traded on the NASDAQ Stock Exchange as is its online gaming subsidiary, Changyou.com.
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CHINA TAIPING Company: China Taiping Insurance Holdings Company, Ltd. (CTIH) Brand Value: US $202 Million YEAR ON YEAR CHANGE: New Headquarter City: Hong Kong Industry: Insurance Year Formed: 2000



RESTRUCTURING POSITIONS INSURER FOR FASTER GROWTH In a major restructuring intended to accelerate overall growth and profit, China Taiping (CTIH), a leading insurer, agreed to acquire all of the insurance-related businesses from its corporate parent, the SOE (State Owned Enterprise), China Taiping Insurance Group Ltd. (TPG). The deal will take place in three installments, with CTIH buying stakes in various subsidiaries of the Group with business units in life insurance, general insurance, asset management and pensions. China Taiping is also taking over equity in TPG’s overseas businesses in Macau, Singapore, UK and Indonesia. Separately, China Taiping expects to benefit form a strategic cooperation agreement between corporate parent TPG and several other major SOEs, including Agricultural Bank of China, China Construction Bank and Bank of Communications. These connections could help accelerate China Taiping’s bancassurance
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business, the sale of insurance products through partnerships between insurers and banks. Anticipating robust demand for life insurance, the China Taiping increased the number of agents by over 25 percent. Over the past five years, the company’s life insurance business has experienced a compounded annual growth rate of over 30 percent. China Taiping experienced strong results in 2012. Net profit attributable to shareholders reached HK$937 million ($121 million) in 2012, an increase of 71 percent year-over-year on gross revenue of HK$59.9 billion ($7.7 billion). With the general economic slowdown, profit declined slightly year-on-year during the first half of 2013. In 2000, China Taiping became the first insurance company of the People’s Republic of China to be publicly listed, on the Hong Kong Stock Exchange. A predecessor company was founded in Shanghai in 1929.



NAME Xiao xian, 28 PLACE Guangzhou I am a Guangzhou native. I like my work as a civil servant trying to make China’s economy more prosperous. I have a son, who is still young and innocent. I am looking forward to an even better outlook in China so that my son can grow up in a better environment. I want him to be happy and healthy.
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HUATIAN HOTEL Company: Huatian Hotel Group Company, Ltd. Brand Value: US $201 Million YEAR ON YEAR CHANGE: New Headquarter City: Changsha Industry: Hotels Year Formed: 1988



HOTEL OWNER AND MANAGER DEVELOPS MULTI-USE SITES Huatian is expanding from its base in Changsha, where it operates the five-star Huatian Hotel, to fill in Hunan Province and other parts of China with hotels and multi-purpose developments it either owns or manages. The developments often combine hotels with residences, businesses and entertainment.



NAME Zhao li, 26 PLACE Quanzhou I work in the youth hostel in Quanzhou. This is the view from the roof, where I’m standing, just out of sight. I am a Quanzhou native living with my parents and 24-year-old brother. My job enables me to communicate with people from different parts of China, even from other countries, which is a lot of fun. If I have enough money, I will run a hostel of my own.



Around 30 hotels currently carry the Huatian brand, and about half of them are in Hunan province, with nine located in Changsha. The Group opened its first international property, a 180-room luxury hotel in Paris, in December 2012. In a joint venture with a Changsha technology company, formed in August 2013, the group will help develop real estate in the Hunan city of Shaoyang. A separate management agreement, with six hotel companies, is expected to increase the Group’s hotel count to 40, with new locations in Hunan, Shandong, Anhui and Jiangsu provinces.
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To accommodate the growing tourism in the Hunan city of Loudi, Huatian is planning a major development for completion in 2014. Located near a new sports center, the complex will include a five-star hotel, furnished apartments, residential buildings, conference center, business complex as well as entertainment and retail. In response to the Chinese government’s efforts to limit extravagant spending at official events, Huatian shifted its catering business away from government banquets to private and business customers. Company profit in 2012 declined around 17 percent to RMB 102 million ($17 million) on a revenue increase of 63 percent to RMB 1.6 billion ($260 million). A subsidiary of Huatian Industry Holding Group Company, Ltd., Huatian Hotel Group Company, Ltd. was established in 1988, and was listed on Shenzhen Stock Exchange in 1996. It manages hotels through Hunan Huatian International Hotel Management Company, Ltd.
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MING JEWELRY Company: Zhejiang Ming Jewelry Brand Value: US $164 Million YEAR ON YEAR CHANGE: New Headquarter City: Shaoxing Industry: Jewelry Retailer Year Formed: 2002



JEWELRY MERCHANT EXPANDS E-COMMERCE TO BOOST SALES Zhejiang Ming designs, produces, and sells jewelry at retail locations. It proactively expanded its e-commerce presence with a flagship store on Tmall, the Chinese online marketplace, especially to attract younger and more affluent consumers. The company’s main products are gold, platinum, and inlaid jewelry, which it sells domestically, particularly in Zhejiang and Jiangsu Provinces, the region around its headquarters, on the coast near Shanghai.
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Impacted by the slowdown of the Chinese economy and the fluctuation in gold prices, the company achieved revenue of RMB 6.7 billion ($1.1 billion), a rise of 13 percent, in 2012. But net income declined 70 percent to RMB 74 million ($12 million). Results stabilized in the first half of 2013, with net income of RMB 32 million ($5 million) on RMB 5.1 billion ($830 million) in revenue. The company has been listed on the Shenzhen Stock Exchange since its IPO (Initial Public Offering) in 2011.



NAME Li Ligang, 49 PLACE Shangri-La I am a member of the Bai people, and I come from Dali, which is located 300 kilometers (185 miles) south of Shangri-La. I have been here for eight years, selling crafts. My wife and two children work with me in Shangri-La. Tourists are visiting more and more, and I hope my business can be better in the future.
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AOKANG Company: Zhejiang Aokang Shoes Company, Ltd. Brand Value: US $162 Million YEAR ON YEAR CHANGE: New Headquarter City: Wenzhou Industry: Apparel Year Formed: 1988



VERTICAL INTEGRATION PRODUCES MORE EFFICIENCY, FASTER FASHION A manufacturer and retailer of leather shoes and accessories for men, women, and children, Aokang leveraged its vertical integration advantages to accelerate speed to market and reduce inventory and warehousing costs.



sale in China. It also exports to over 40 countries. Aokang maintains a design licensing agreement with Italian label Valleverde, and serves as an OEM (Original Equipment Manufacturer) for brands such as Geox and Steve Madden.



Adopting a fast fashion operational attitude, Aokang organized its supply chain to move products from design to shelf in just a few days. It removed slow movers from inventory within a month. The company also developed a multibrand e-commerce site that drives online sales as well as traffic in the physical stores.



Founded in 1988, under a different name, Aokang earned net income of RMB 206 million ($32 million) for the first half of 2013, on sales of RMB 1.5 billion ($222 million). For the full year 2012, the company gained net income of RMB 513 million ($84 million) on RMB 3.4 billion ($560 million) in turnover.



The company markets Aokang and other brands—including Kanglong, Mailie and Redess—in around 500 stores and another 4,000 points of



Aokang produces over 10 million pairs of shoes annually. The company was listed on the Shanghai Stock Exchange in April 2012.



NAME Gao Shanting, 24 PLACE Guangzhou I’m originally from Quanzhou, in Fujian Province. My parents run a factory in Shanghai, producing and selling marbles. Today I am working as the assistant to the photographer of this report. And we’re visiting a mall because it’s an interesting location.
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SEMIR Company: Zhejiang Semir Garment Company, Ltd. Brand Value: US $158 Million YEAR ON YEAR CHANGE: -45% Headquarter City: Wenzhou Industry: Apparel Year Formed: 1996



ACQUISITION AND PARTNERSHIP STRENGTHEN MARKET POSITION With an acquisition and a partnership, apparel retailer Semir expanded its offering of merchandise and brands and positioned for China’s changing economy and apparel market. Semir acquired 71 per cent of clothing menswear Ningbo Zhongzhe Group to develop an up-scale, multi-brand men’s clothing business. Ningbo Zhongzhe markets the men’s casualwear brand GXG and gxg. jeans, aimed at urban youth, and the gxg.kids brand. In an arrangement with the Italian company Miniconf Spa, Semir became the exclusive distributor of the Minibanda and Sarabanda children’s fashion brands in China. The move introduces Semir to a more upscale market and advances the entrance of Miniconf Spa into China. The first Sarabanda store opened in Shanghai, in September 2013.



Both the acquisition and partnership are strategic initiatives to confront the slowdown in the Chinese apparel market overall and to position Semir for reaching affluent shoppers, more likely to consume even during economic fluctuations. The company sells fashionable clothing for youth under the Semir brand and uses the Balabala brand for its range of children’s clothing. It distributes the brands in China at over 7,000 stores. Net income declined 37 percent in 2012 to RMB 761 million ($124 million) on sales of RMB 7.0 billion ($1.1 billion), down 9 percent. Entrepreneur Qiu Guanghe established Semir in 1996, and opened the first Semir store a year later in Xuzhou, a city located between Shanghai and Beijing. The company was listed on the Shenzhen Stock Exchange in 2011.



NAME Chen Meifeng, 22 PLACE Xiamen I came to Xiamen one year ago and now run this booth selling all kinds of clothes. The sales are good. I am from Zhangzhou, in Fujiang Province, where my parents and two older sisters still live. My husband, who is a driver, and our one-year-old son live with me in Xiamen. I hope we can provide good living conditions for our child through our hard work.
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YONGHE KING Company: Shanghai Yonghe King Company, Ltd. Brand Value: US $152 Million YEAR ON YEAR CHANGE: New Headquarter City: Shanghai Industry: Catering Year Formed: 1995



FAST FOOD BRAND LEADER ADDS VENDING MACHINES



NAME Gao Shanting, 24 PLACE Shanghai I’m taking a short break from my current work traveling around China as the assistant to the photographer taking pictures for this book. I am trying to start my own business in Xian, selling modern western clothes to students in Xian.
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Yonghe King is a leading fast food restaurant brand operating around 310 outlets in 47 cities. The restaurants offer broad menus of more than 50 items, mostly for dinner and lunch, although the restaurants also serve breakfast.



available at airports and other transportation hubs. To increase its presence, particularly in lower tier cities, Yonghe will accelerate its expansion of franchise locations and anticipates a total of 500 franchise restaurants by 2014.



In an effort to increase brand presence while controlling costs, the company announced that it would offer lunch boxes in vending machines. Launched in cooperation with a vending machine company, the initiative also includes an app that enables the user to place an order for delivery to a specific vending machine.



In other customer-focused initiatives, the restaurants continued to display QR codes where customers can access coupons and discounts. Yonghe King also maintained its annual supplier reviews, to monitor the supply chain, demand transparency and ensure food safety and quality consistency.



The vending machine program continues the company’s effort to enhance convenience as a brand attribute. The brand is widely



Established in 1995, Yonghe King was acquired by Jollibee Restaurant Group, a Philippinebased organization, in 2004.
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BOSIDENG Company: Bosideng International Holdings Ltd. Brand Value: US $146 Million YEAR ON YEAR CHANGE: New Headquarter City: Shanghai Industry: Apparel Year Formed: 1975



DOWN APPAREL LEADER DIVERSIFIES AND LOOKS ABROAD FOR GROWTH Boisdeng opened its first overseas outlet, in London, during October 2012. The flagship store in the exclusive Mayfair neighborhood was part of a larger plan to develop an international multi-brand presence. The major down apparel brand for the Chinese mass market, Boisdeng operates around 14,435 stores. All but around 1,450 stores specialize in down products sold under brands including Bosideng, Snow Flying, Combo and Bengen. Sales of down clothing generate over threequarters of Boisdeng’s revenue. Boisdeng continued to diversify beyond down, with an RMB 150 million ($19 million) investment in the women’s wear brand Buou Buou, in July 2013. Diversification,
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driven by the seasonality of the down offering, became more urgent with the general slowdown of apparel sales in China and rise in prices for down feathers when the bird flu scare resulted in scarcity. The company’s non-down apparel lines include Bosideng Man, Jessie, Mogao and Bosideng Ricci. The company also maintains an e-commerce presence on several platforms. Online sales rose by over 76 percent during the last fiscal year. And the company studied possible next moves overseas. To leverage its presence in the UK, Bosideng became the official formal menswear supplier to English Premier League team Tottenham Hotspur and will be represented on the club’s website and social media channels.



For the year ending on March 31, 2013, the company earned RMB 1.1 billion ($140 million), a yearon-year 25 percent decline, on a 11.3 percent revenue increase to RMB 9.3 billion ($1.2 billion). The profit decline resulted from one-off charges connected for the Boisideng Man and Jessie brands. The company also shut underperforming stores selling non-down products. Established in 1975, the company launched the Bosideng brand in 1994, and listed in its IPO (Initial Public Offering) on the Hong Kong Stock Exchange in 2007.



NAME Zhang Zhiyuan, 28 PLACE Beijing I was born in Beijing and am an elementary school teacher here. I have been a primary school teacher for five years, since I graduated from university. I am single and live together with my parents. I came to the silk market for shopping today. I hope my parents are in good health and my students grow up happily.
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GREAT WALL Company: COFCO Wines & Spirits Co., Ltd. Brand Value: US $142 Million YEAR ON YEAR CHANGE: New Headquarter City: Shacheng Industry: Alcohol Year Formed: 1983



NEW REGULATIONS IMPACT SALES EVEN AS INTEREST IN WINE GROWS Competition from imported wines and the impact of spending restrictions at government official banquets hurt sales of Great Wall products. These factors affected most Chinese wine brands. At the same time, Chinese wines prepared for future demand as consumers develop a taste for wine made from grapes rather than rice. Although the total volume of wine consumption has increased, consumption per person remains low relative to levels in other countries, signaling significant growth potential. To benefit from the growing domestic interest in wine, and to encourage it, Great Wall also markets wines from its vineyards in France and Chile under the Great Wall brand.



Great Wall is a subsidiary of China Foods Ltd, which is owned by COFCO (China National Cereals, Oils and Foodstuffs Corporation) the giant SOE (State Owned Enterprise). China Foods expects to acquire vineyards in Australia and the United States as part of its plan to increase Chinese consumption. At the same time, the Great Wall exports to 20 countries and regions worldwide. It markets around 100 different wines. The slowdown in wine sales accounted in part for financial losses that China Foods reported for the early part of 2013. Great Wall wine is produced in several locations, including Hebei Province in the north. It was the official wine of the Beijing 2008 Olympics. The brand was established in 1983.



NAME Li Lijian, 30 PLACE the Great Wall I come from Baoding, in Hebei Province, 100 kilometers (62 miles) from Beijing. I am traveling here with my wife and son. This is our first time to visit the Great Wall, which still looks splendid even on such a foggy day. I have been a government servant for eight years, since I graduated from college. Although I cannot earn much money, my job is stable. My wish is very simple, that my family can be happy and harmonious.
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JINJIANG INN Company: Shanghai Jin Jiang International Hotels (Group) Company, Ltd. Brand Value: US $141 Million YEAR ON YEAR CHANGE: New Headquarter City: Shanghai Industry: Hotels Year Formed: 1995



BRAND PURSUES GROWTH FROM BUDGET TO FIVE-STAR With hotels for all segments of the market, from budget to five-star, Jin Jiang reorganized its brand portfolio to leverage its corporate recognition and benefit from the opportunities in China’s fastgrowing hotel business.



Yulan. The company operates in 230 cities with over 1,100 hotels in China, many concentrated around Beijing and Shanghai, including Jin Jiang’s landmark Peace Hotel on the Shanghai Bund, the boulevard along the Huangpu River.



As part of this branding exercise, the company launched an own-branded, same-day booking app called Jin Jiang Hotels Lite. It is available for download from the iTunes App Store and offers same-day deals on the company’s hotels.



For the first half of 2013, Jin jiang earned net profit of RMB 168 million ($28 million) on turnover of RMB 1.1 billion ($180 million). In 2012, fullyear net profit reached RMB 369 million ($61 million) on turnover of RMB 2.2 billion ($360 million).



Revenue from main budget brand, Jin Jiang Inn, increased 11.3 percent year-on-year in 2012. And at the other of the spectrum, the company planned for the world’s highest hotel, at the top of the 121-story Shanghai Tower, set to open 2015.



Jin Jiang Hotels Development was established in 1995 as a SOE (State Owned Enterprise). Its IPO was listed on the Hong Kong Stock Exchange the following year. Along with hotels it also is involved in restaurants, travel agencies and other businesses. The company owns a 50 percent stake in Interstate Hotels and Resorts, a joint venture hotel management group that operates around another 360 hotels worldwide, primarily in the US.



Jin Jiang divides its hotel brands into its full-service four-star and five-star properties under the Jin Jiang brand; and select service hotels with brands such as Jin Jiang Inns, Bestay Hotels and
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NAME Qili Duzhi, 57 PLACE Shangri-La I am Tibetan and live nearby. I have been working at this construction site for two months, but I believe it will take another month to finish. This is just a temporary job, because my family mainly relies on farming. I have two children and they are both married. I hope my family will be happy and healthy.
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LAO MIAO Company: Shanghai Laomiao Gold Company, Ltd. Brand Value: US $139 Million YEAR ON YEAR CHANGE: New Headquarter City: Shanghai Industry: Jewelry Retailer Year Formed: 1906



MERGER LEVERAGES BRAND STRENGTH, ADDS ECONOMIES Laomiao is one of China’s leading makers and retailers of jewelry, with 38 company-owned stores, 238 franchises and 517 outlets.



NAME Chen Xiaoying, 24 PLACE Xiamen I am shopping here with my husband. I’m from Longyan, in Fujian Province, and work here in Xiamen. I work for an airline. My husband is a designer. We just got married this year and we plan to have a baby next year. Our little family will bring me a lot of joy.



It’s a subsidiary of Shanghai Yuyuan Tourist Mart Company, Ltd., a listed tourism and retail company whose diverse holdings include the shopping district of Ming-style buildings around Yuyuan Garden in the center of Shanghai, where Laomiao operates a flagship store. Shanghai Yuyuan merged Laomiao with First Asia Jewelry, another brand it owns, to form Shanghai
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Yuyuan Gold and Jewelry Group Ltd. The consolidation, which took place during 2013, is expected to leverage the shared resources of the gold and jewelry businesses and produce operating economies. Laomiao expanded its franchises in Jiangsu, Hebei and Hunan provinces, and opened 175 department store locations and 15 stores, during 2012. For the first half of 2013, Lao Miao generated net profit of RMB 484 million ($79.1 million) on revenue of RMB 9.1 billion ($1.5 billion).
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MACRO Company: Guangdong Macro Company, Ltd. Brand Value: US $135 Million YEAR ON YEAR CHANGE: New Headquarter City: Foshan Industry: Home Appliances Year Formed: 1988



APPLIANCE SUPPLIER RAISES RESULTS WITH E-COMMERCE Macro specializes in the manufacture and sales of household appliances. Its main products include gas, electric and solar water heaters, gas cookers and wall-mounted gas boilers, gas stoves, disinfection cabinets and radiators. The company produces under its own brands and, as an OEM (Original Equipment Manufacturer), it also produces for other companies to market under their own brands. The company has a strong position in new energy products, including solar water heaters and boilers. Although some other industries have struggled with export margins in the last 18 months or more, Macro’s technology advantage in this area has kept its profits strong. The company focused on the midrange and high-end segments of the market and effectively used e-commerce to communicate
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the versatility of its range with products designed to meet a variety of customer needs. In a September 2013 transaction that is expected to boost revenue, a Macro subsidiary increased its investment in Suntan Electric Company, Ltd. Macro now owns 60 percent of the producer of equipment for urban power grids. Guangdong Macro Company, Ltd. achieved RMB 74 million ($9.5 million) in net earnings attributable to the company, in 2012, an increase of 6 percent on RMB 2.0 billion ($260 million) in revenue. For the first half of 2013, revenue climbed 19 percent to RMB 1.1 billion ($140 million) and net profit attributable to the parent company grew 60 percent to RMB 61 million ($7.9 million).



NAME He Jixing, 48 PLACE Diqing I’m in the black shirt. I am a driver and take passengers from Weixi to Lijiang every day. I have been driving for many years and I like my current job. I have two children, one studying in Beijing University of Geosciences and the other in middle school in Lijiang. My wife is home in Lijiang. I will go on working as a driver and hopefully make more money in the future.



Established in 1988, the company was listed on the Shenzhen Stock Exchange in 1994.
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XUEERSI Company: TAL Education Group Brand Value: US $134 Million YEAR ON YEAR CHANGE: New Headquarter City: Beijing Industry: Education Year Formed: 2003



EDUCATOR AJUSTS EXPANSION FOCUS AND PACE TO GROW REVENUE, PROFIT A provider of after-school tutoring services, TAL increased revenue and profit by diversifying geographically and increasing productivity from its existing operation.



but less than the 270 in operation at the end of fiscal 2012. Total enrollment during the first half of fiscal 2014 rose 21.8 percent yearon-year to around 501,140.



Rapid growth over the past decade benefited from the substantial investment parents make to equip their children with the competencies needed to compete in China’s growing technologydriven economy. TAL offers Chinese and English language education along with math and sciences, including physics, chemistry and biology.



TAL was present in 15 cities, including Beijing and Shanghai where it operated, respectively, 124 and 36 learning centers. The company also operated learning centers in Guangzhou, Shenzhen, Tianjin, Wuhan, Xi`an, Chengdu, Nanjing, Hangzhou, Taiyuan, Zhengzhou, Chongqing, Suzhou, and Shenyang. While impact of these locations on the business is increasing, Beijing and Shanghai dominate, contributing 77.4 percent of net revenue in fiscal 2013.



It provides tutoring services for kindergarden-to-12th grade students in three formats: small classrooms, one-on-one premium service and online courses. The company announced that it would change its umbrella brand, Xueersi, and continue to label its various educational offerings with a series of sub-brands. NAME Tan Ting, 22 PLACE Lijiang I come from Loudi, in Hunan Province, which is about 1500 kilometers (932 miles) away from Lijiang. I am the girl in the middle and the other four women are my friends and relatives. We really enjoy traveling together in this beautiful old town. I like traveling to various places, but I gave up my job of as tour guide after I got married a year ago. My husband is operating an antique shop in my hometown, and I also hope to find a good job in the near future.
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At the end of the first half of its fiscal 2014, on August 31, 2013, Tal operated 264 learning centers, up from the 255 at the end of its 2013 fiscal year on February 28, 2013,



For fiscal 2013, ended February 28, 2013, net revenues increased 27.3 percent year-on-year to $225.9 million. Net income attributable to TAL improved 37.5 percent to $33.4 million. For the first half of fiscal 2014, net revenue increased 30.7 percent year-on-year to $153.4 million and net income attributable to TAL grew 49.5 percent to $31.4 million. TAL is listed on the New York Stock Exchange.
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YASHILI Company: Yashili International Holdings Ltd. Brand Value: US $132 Million YEAR ON YEAR CHANGE: New Headquarter City: Chaozhou Industry: Food & Dairy Year Formed: 1983



BABY FORMULA LEADER SELLS MAJOR STAKE TO DAIRY GIANT A maker of infant formula and other baby foods, Yashili sold a majority stake of its business to the dairy giant Mengniu, in August 2013. The sale reflects the ongoing efforts by Chinese dairy producers to rebuild their safety reputations following a series of tainted milk incidents that impacted the entire industry. Yashili imports raw materials for its infant formula from New Zealand and, using the slogan, “Genuine New Zealand, Love from Yashili,” positions itself as a premium brand. The arrangement with Mengniu was timed with Yashili’s plans to build an infant formula plant in New Zealand. Unfortunately, the sale coincided with import restrictions on New Zealand powdered milk following reports that a New Zealand producer had exported contaminated infant formula.
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In other brand initiatives, Yashili moved to increase its sales in second and third tier cities and rural areas. To strengthen its reputation as a source of parenting expertise, it developed a smartphone app and raised its profile on Chinese micro blogging site Weibo. During the first half of 2013, Yashili sales increased 27.5 percent to RMB 2.2 billion ($360 million). Those strong results followed a financially successful 2012 when profit rose 53 percent to RMB 468.5 million ($76 million) on revenue of RMB 3.7 billion ($600 million), a year-on-year increase of 23.6 percent. Yashili has 1,500 regional distributors and is sold in 105,000 retail outlets across China. Established in 1983, the company focused the business on baby formula and other healthy foods in 1998, and was listed on the Hong Kong Stock Exchange in 2010.



NAME Zhang Jianjun, 52 PLACE Diqing I live in this village and I am a member of the Naxi people. Our family includes my father, my wife, two children and me. I was born here and rely on farming to support my family. I am content with my current peaceful life.
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Brand Building | Differentiation



Meaningful difference drives sales, but the time for effective action is limited



Doreen Wang Head of Branding Millward Brown China [email protected]



he number of brands in China has skyrocketed over the past decade. Enterprises work hard to match competitors’ offerings with similar products, prices, and packaging. Some brand owners tend to say: “Building a meaningful differentiator for a brand is a long-term endeavor, but we face more urgent sales pressure, and moreover, a good meaningful differentiator, however good it is, cannot translate into sales success.” Is this conception right? The answer is an emphatic NO!



Meaningful differentiator: key driver behind responsible sales growth



Meaningful differentiator: Magic wand to avoid price competition



How to build a meaningfully different brand



Ten years ago, China’s wine market was dominated by three brands – Great Wall, ChangYu and Dynasty. Today, Great Wall and ChangYu remain leaders in the wine market, while Dynasty has gradually faded away from the once three-pillar market structure. In the past 10 years, what has happened to the brand strategies of the three brands?



A look at the asset change of more than 50,000 brands over 10 years in the WPP BrandZ™ database shows that brands with a strong meaningful differentiator, highly connected with consumer needs, record average sales growth that is more than four times that of other brands in the same industries. Meaningful differentiation is obviously a very important salesdriving factor.



The Great Wall brand has remained committed to its mission of providing Chinese consumers with top-notch wine products, with the emphasis on quality and trust. In the case of ChangYu, over the past 10 years it has established an image associated with “culture, fine taste, long history, and winemaking expertise.” In contrast, the one-glorious Dynasty, due to its weak brand positioning, now only conjures up in consumers’ minds the impression that “Dynasty should be a big brand,” and nothing more. What Dynasty represents and what wine experience it gives consumers remain murky to this day. The market shares of the three brands are the best evidence of what they have experienced.



Meaningful differentiation is also a magic wand that extricates enterprises from the mire of price competition. Price competition is a weapon that Chinese enterprises are most expert at, but it is a double-edged sword that, while helping build a competitive advantage, also shakes the very foundation of brand value. China’s TV market is just an example. Many of the big names in the old days almost disappeared from the market after a few years of fierce price competition.



A brand must have a purpose. It must intend to make some difference in people’s lives and it must provide something consumers want or need. Brand owners need to ask themselves some tough questions: “Why does my brand exist? How can I set my brand apart from others?” One prominent example is COFCO. The largest food and beverage company in China is committed to improving the quality of life of the over 1.3 billion people of China and creating a safe beautiful life through building a whole industry chain from the field to the table.
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On the contrary, brands with perceived differentiation are able to justify a price premium and give consumers a strong reason to buy their products. Of the 50 brands with extraordinary growth identified in BrandZ™ research from 2001 to 2010, many enjoy a sizable market share in spite of their higher prices, such as Apple, Starbucks and Red Bull. They are perceived as different and able to command a price well above the category average.



Have a clear purpose.



Communicate and deliver the purpose clearly. Good delivery is critical to a brand’s long-term success, because meaning originates from the brand experience. Ensuring that the brand’s meaningful difference is inherent across all touch points is the key to good delivery. In the BrandZ™ database, a rising star brand like Blue Moon detergent turns out to be characteristic of a new crop of Chinese brands that are willing to take on the multinationals and charge a premium price. In addition to the aggressive marketing tactics, Blue Moon offered consumers



a completely different and meaningful brand experience. The brand encouraged the consumers to smell the product as if it were a fine perfume.



Form emotional connections. A clearly defined purpose and a company organized to deliver around that purpose will do little to build brand value if the brand’s offer is not meaningful and relevant to consumers. The brand must address a real need, and build strong emotional bonds to connect with consumers. These emotional connections are formed when people feel that a company or product genuinely relates to them and offers them brands that are not just useful but also emotionally rewarding. A good example in China is Delux Milk from Mengniu. The focused benefit of extra protein, captured in the line, “Not Every Milk is Delux,” makes their targeted high-end consumers feel strongly connected with the brand. The consumer appreciates the brand’s premium stature and perceived differentiation from the other milk products. Finally, it’s better to establish a meaningful differentiator sooner rather than later. Because China is experiencing a dynamic brandbuilding era, sooner means now, when the opportunity is prime and the necessary conditions are favorably aligned.



Millward Brown is one of the world’s leading research agencies and is expert in effective advertising, marketing communications, media and brand equity research. www.millwardbrown.com
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Brand Building | Trust



Changing consumers seek brands they trust, buddies, not badges rust is fast becoming one of the most important components of brand building and a key driver of brand health. This is evident even among the younger consumers born during and after the 1980s, and they constitute the most influential consumer segment.
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Driving the rising importance of trust is the shifting cultural context. People seek more stability in their lives and different work-life balance. This change is happening as people reappraise the meanings and consequences of the rapid social and economic changes they’ve been experiencing over the past decades. At the same time, people’s relationship with brands and what they expect from brands are evolving. Here are some of the key characteristics of the societal shift:



1. The attitude toward change is moving from urgency to caution. Consumers are getting less excited by newness. Change has been the constant and consumers seem to be suffering from fatigue. Instead, people are beginning to want to slow down. They want to feel that they still have a part to play in the big picture, just like yesterday, and the script is not getting changed too fast and too frequently.



2. People are looking for the playbook. The traditional fear of chaos is coming back. People used to believe that breaking rules could create advantages as “heroes were born out of chaos.” Then, nutritional food became poison; bullet trains derailed; luxury furniture bought to enhance “face” ended up an embarrassment. Many promises of improvement proved to be fantasies. It’s become clear that breaking rules can hurt everyone. As people re-evaluate what’s right and what’s wrong against a background that keeps shifting, they yearn for direction and guidelines.



Kaiyu Li Chief Strategy Officer Y&R China [email protected]



3. They want to protect home and family. Home is central to Chinese life. People want their home to be their castle, shielding them from outside troubles. But when career advancement gets more challenging, home becomes more vulnerable. Individuals have to spend more time away from home in pursuit of opportunities, but home maintains the integrity of family life. Having a child is important. Children help reinforce the bond of family. Brands need to adjust to these changing needs and attitudes. Chinese consumers are becoming more sophisticated. Their relationship with brands is maturing. While they used to look to brands as proof they were keeping up, they now want a more intimate relationship with brands, one that is more based on knowledge, trust and companionship. Brands have to earn the privilege of getting close to people, by offering something of value that is close to them. In short, brands must transform from “badges” to “buddies.”



Given these changes, trustworthiness is critical to brand success. Brands can build trust in several ways:



Performance: Work on quality. Get your products to deliver a reliable user experience.



Integrity: Show that you care and have a social or cultural purpose. Being straightforward means you are not hiding anything.



Heritage: Be authentic with who you are, and celebrate the journeys you have traveled with consumers.



Ingenuity: Demonstrate you are an innovative and intelligent player. To become a leadership brand, champion something.



Y&R is one of the leading global marketing communications companies comprising Y&R Advertising agency, VML, the fast-growing digital agency and the mobile marketer iconmobile. www.yr.com
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Brand Building | Social Media



Measuring social ROI is essential for agency and client, and possible



Ken Hsu Regional Director, Customer Insights Wunderman APAC [email protected]



ntegrating social media into the marketing mix has become ubiquitous because brands know it is a core channel where consumers are spending a significant amount of time. We often call it “earned media,” implying that the medium provides free brand exposure, but in reality it is far from free.



are simple techniques that you can execute that move beyond counting fans, followers, shares, or comments. This article describes a few key methods, organized into two categories: direct, when a social media activity is linked to a sale; and indirect, when the social activity is important to the brand, but not linked to a sale.



The proper planning and execution of a social media strategy strains both client and agency resources because it requires a constant stream of fresh content that is curated in an engaging way and expected to be “always on.” Additionally, the investment in technology and analytics are not to be overlooked.



Direct measures



As brands dedicate more resources to social media, how we measure ROI is a shared concern, but generally ignored because of its reputation for being difficult to accomplish. However, there
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The first set of techniques is the most straightforward and simple. We call these “direct measures.” An example is a data form on social channels to capture leads. The leads are then transferred to a CRM database and tagged with a source name indicating this batch of leads came from a social channel or campaign. Subsequently, a sales match is performed to track the conversion to a sale, which is attributed to the social channel. If you’re like most brands and have data capture forms or “conversion events” living on your website and not in social, you can rely on the URL tagging method to measure



how social is driving onsite conversion. Place a few simple lines of text (query strings) at the end of social URLs that drive visitors to your site. By identifying the customers who click through and convert on your site, you can tie these conversions back to the links from social. After those conversions are loaded into the CRM database with a source name indicating “social,” similar to the first method, you can perform a sales match to calculate ROI. Long term, since these customers are identified in the CRM database as arriving via social channels, you can analyze this segment as a separate cohort from other groups and compare metrics like churn rates, repeat purchase rates, or offer redemption rates to calculate a lifetime value and compare it to non-social sources.



Indirect Measures There are several indirect measures, when an actual sale cannot be directly attributed and linked to a consumer, but nonetheless drives monetary value for a brand.



Social impressions When we serve content in our social channels, it drives organic and viral impressions that are reported by the channel’s analytic tools. If our Sina Weibo and RenRen posts generated 50 million impressions in a given month, there is a media value to that volume of exposure. If we apply a conservative CPM of RMB 5, we can estimate that the posts in that given month produced a media value of RMB 250,000 ($41,000).



SEO (search engine optimization) Any social strategy inevitably generates new content for a brand. This can take the form of pictures, videos, links, mentions, tags, etc. New content directly impacts a brand’s SEO rankings and SEO site traffic. Using any standard SEO tool, brands can measure how their traffic has been impacted by this influx of social content, and subsequently tally the site conversion impact of this incremental traffic.



Social listening



Digital attribution



Another indirect method leverages social listening. If executed well, social media strategies will undoubtedly resonate in online conversations. Over time, as we monitor social media, we can track how a brand is gaining or losing in key metrics relative to a competitive set. Metrics used under this method might be as simple as social SOV (share of voice) or they can be more refined and use Natural Language Processing to measure favorability, sentiment, advocacy, or campaignspecific topics.



Today’s tracking tools work in silos and only measure a single channel. Worse yet, these channels by default assign 100 percent conversion credit to the last exposure or last click. Digital attribution solves this by tracking unique consumers across all digital channels by using a universal tag to break down these tracking silos. Once cross-channel tracking is implemented, regression models are used to assign credit to every path to conversion. Since social is part of the path for many consumers, it will be assigned conversion credit and ROI.



Brand studies Social is most often used as a branding medium. Traditionally, when measuring the brand impact of digital campaigns, we deploy studies with partners like Dynamic Logic to compare consumers who have been exposed to campaigns with those who have not been exposed. We gauge how exposure shifts awareness, favorability, intent, NPS (net promoter score), etc. Leveraging this established methodology, we can apply it to social media exposure as well.



With a little planning and effort, you can easily implement many of these methods to justify the investment in social media for your clients. The difficulties still exist. For example, WeChat has gained momentum in China but due to the private nature of the platform, measuring brand performance on WeChat will continue to be a challenge that we are seeking to solve.



Advertising Age ranks Wunderman as the Number One global digital agency network. wunderman.com
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Case study: electronic retail



Brand Building | E-commerce



A convenient and hassle-free environment is a good start for an online brand experience Sacha Cody



Vivian Jiang



Head of Client Solutions Millward Brown Shanghai



Analyst Kantar Retail China



[email protected]



[email protected]



eople do not enjoy shopping at Apple stores or at Kiehl’s counters simply because their outlets are ubiquitous. They enjoy shopping because of the memorable experiences. Apple’s retail space allows customers to trial products without sales pressure. Kiehl’s old-fashioned apothecary feeling and friendly staff, who approach customers only once, provides a wholesome experience that inspires trust. Both the Apple and Kiehl stores are linked to the brands’ points of differentiation. Most important, both Apple and Kiehl replicate this experience online. This principle of consistent brand experience is true in China, too. Successful Chinese retail brands
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go beyond the physical store. They provide an experience that connects with their customers. Online is one method of tapping into experiential retailing, albeit virtually. The difference in China is scale. China overtook the US to become the world’s largest retail market in 2013, when Chinese spent just under $4 trillion at the cash register. This spending is poised to grow to $6.4 trillion by 2016. In contrast, the US, Germany, and India combined would still be shy of China’s retail sales value. The sheer size and fragmentation of China’s competitive retail sector provide monumental challenges when developing a strategy and executing so that the brand experience is consistent in every physical store and online.



Physical and virtual presence needed Experts generally advocate depth over breadth: achieve strong market share in a small number of markets rather than spread yourself too thin. Yet physical presence can still be important. Customers need to “see you,” and having physical stores is akin to advertising on television. Anyone serious about attracting Chinese customers needs to be seen to be credible. Physical stores can help achieve this credibility. But presence needs to be complemented with consistent in-store brand experience. Online retailing is an exciting and important “take” on instore experience, especially among younger customers. It also overcomes the depth versus breadth trade-off. In a few years the online share of retail sales will hit 10 percent in China. Only five years ago it was virtually nothing. China is now the fastest growing e-commerce market; 42 percent of all netizens have become online shoppers.



Among electrical retailers, to take an example, data from WPP’s BrandZ™, the world’s largest brand equity and analytics database, show that purchasing from only one or two retailers appears to be a common but declining consumer practice. Consumers are also price driven, meaning they will shop around for the best deal. Brand equity is essentially a fickle commitment: “Of course I am loyal… until there is a better deal.” As Chinese have become aware of more electrical retailers, equity has declined for many retail brands. No so for online retailers. Taobao, Tmall, and JD.com have grown in brand equity. These three brands now have the highest equity across all electrical retailers. Leading “bricks and mortar” electrical retail brands, Gome and Suning, come a close second, but have both experienced significant declines in the last year. Yet a closer examination of BrandZ™ data for online retailers versus Gome and Suning reveals how they build equity similarly. Equity is the predisposition consumers have for your brand, in this case, to visit your store.



钱



Key metrics: Meaningful, Difference, Salience Three key metrics help us measure equity: Meaningful, Difference, and Salience. To be Meaningful is to have clarity of purpose that connects with customers. Difference is just that, having a point of differentiation. This may be small or big. Salience is a needsbased awareness, or the brand that comes to mind when you have a need in that particular category. All brands are strongest in being Meaningful, then Different, and finally Salient. But online electronic retailers are stronger in all aspects, and are definitely more Meaningful to Chinese. This is important, as being Meaningful has the highest relationship in driving equity, followed by Salience. Most online shoppers in China are light spenders who spread their purchases across multiple channels. Online brands like Taobao, Tmall, and JD.com are among the first to offer huge variety that is truly convenient and hassle-free. Now Suning is pouring money into online retailing. Since Chinese consumers generally see online retailers as more "meaningful," this investment should help Suning be seen as more "meaningful." Suning seems to have narrowed some of the gap. Gome trails behind the pack.



Millward Brown is one of the world’s leading research agencies and is expert in effective advertising, marketing communications, media and brand equity research. www.millwardbrown.com



Kantar Retail works with leading retailers and branded manufacturers to transform the purchase behavior of consumers, shoppers, and retailers. www.kantarretail.com



Anyone who has shopped for electrical goods in China and has had to wait for service, or has been pressured to buy a particular brand, or has endured a host of other less than positive experiences, will understand the power of convenient and hassle-free shopping as a meaningful starting point for an online strategy and hence powerful in driving equity towards that retailer.



Insights for e-commerce brand building 1. Great retail brands provide a meaningful experience for customers. The strongest retail brands provide something beyond the physical store or the product, something memorable that customers enjoy and which entices them to return. 2. Online retailing is a powerful platform to activate experiences. The strongest retail brands have clever online retail strategies. These brands lead the market in delivering unique brand experience. They’re not copycats or me-too offerings. 3. Convenience and hassle-free is a good starting point. Because shopping in China’s physical stores can be frustrating and tiresome, convenience and hassle-free is a good starting point for an online retail strategy. 4. Great brands will go further. Hassle-free is just the starting point. It’s good, but it’s replicable. To stand out from the pack, successful online retailers will need to go beyond hassle-free.
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BrandZ™ China Top 100 Index ChangYu China Construction Bank 



360 



162



84



Air China 







108



ANTA 







226



Aokang 







268



Baidu 



82



Bank of China 



86



Bank of Communications 



104



Belle 



160



Bosideng 



274



Bright 



164



BYD 



174



300



80



China Eastern Airlines 



134



China Everbright Bank 



218



China Life 



Fulinmen 



208



246



Vanke 



122



Wu Liang Ye 



168



Xueersi 



284



Yanghe 



130



Lao Feng Xiang 



196



Lao Miao 



280



Lenovo 



120



Longfor 



192



R&F Properties 



212



Luzhou Laojiao 



170



Robam 



204



92



China Merchants Bank 



100



Gemdale 



206



China Minsheng Bank 



110



Great Wall 



276



Gree 



140



Macro 



282



Sanquan 



238



China Mobile 



Agricultural Bank of China 



148



Quanjude 



74



China Overseas Property 



240



Greentown China 



224



Mengniu 



114



Semir 



270



China Southern Airlines 



144



Gujing Gong Jiu 



210



Metersbonwe 



202



Septwolves 



248



China Taiping 



262



Midea 



156



Shuanghui 



118



China Telecom 



98



Ming Jewelry 



266



Sina 



158



China Unicom 



106



Haier 



150



CITS 



252



Hainan Airlines 



194



Snow Beer 



176



Yanjing Beer 



200



Country Garden 



152



Hanting 



254



SOHO China 



220



Yashili 



286



CPIC 



112



Harbin Beer 



184



Sohu 



260



Yili 



102



CR Sanjiu 



172



Hisense 



242



Suning 



146



Yonghe King 



272



Ctrip 



188



Home Inn 



214



Suofeiya 



222



Youngor 



228



Huatian Hotel 



264



Yunnan Baiyao 



116



ZhongHua 



258



Dabao 



186



Daphne 



230



ICBC Industrial Bank 



Eastern Gold Jade 



216



Evergrande Real Estate 



154



Jinjiang Inn 



Moutai 



96



Sinopec 



90



NetEase 



166



Supor 



250



New China Life 



136



Swellfun 



244



New Oriental 



182



76 190



278



PetroChina 



88



Pearl River 



256



Tata 



PICC 



128



Tencent 



Ping An Poly Real Estate 



198 78



94



Tong Ren Tang 



142



132



Tsingtao Beer 



138
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BrandZ™ Brand Valuation Methodology Introduction Brands in the BrandZ™ Top 100 Most Valuable Chinese Brands meet the rigorous valuation standards of the unique and objective BrandZ™ methodology that combines extensive and on-going consumer research with financial analysis. BrandZ™ is the only brand valuation methodology that obtains the consumer viewpoint by conducting worldwide, on-going, in-depth quantitative consumer research, building up a global picture of brands on a category-bycategory and country-by-country basis, with extensive work in China. Our research covers two million consumers and more than 10,000 brands in over 30 countries. This intensive, in-market consumer research differentiates the BrandZ™ methodology from competitors that rely only on a panel of “experts” or purely financial and market desk research. Before reviewing the details of this methodology, consider these three fundamental questions: why is brand important; why is brand valuation important; and what makes BrandZ™ the definitive brand valuation tool?



Importance of brand Brands embody a core promise of values and benefits consistently delivered. Brands provide clarity and guidance for choices made by companies, consumers, investors and others stakeholders. Brands provide the signposts we need to navigate the consumer and B2B landscapes.
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Valuation Process At the heart of a brand’s value is its ability to appeal to relevant customers and potential customers. BrandZ™ uniquely measures this appeal and validates it against actual sales performance. Brands that succeed in creating the greatest attraction power are those that are: Meaningful In any category, these brands appeal more, generate greater “love” and meet the individual’s expectations and needs. Different These brands are unique in a positive way and “set the trends,” staying ahead of the curve for the benefit of the consumer.



Step 1 Calculating Financial Value Part A We start with the corporation. In some cases, a corporation owns only one brand. All Corporate Earnings come from that brand. In other cases, a corporation owns many brands. And we need to apportion the earnings of the corporation across a portfolio of brands.



Brand valuation is a metric that quantifies the worth of these powerful but intangible corporate assets. It enables brand owners, the investment community and others to evaluate and compare brands and make faster and betterinformed decisions.



To make sure we attribute the correct portion of Corporate Earnings to each brand, we analyze financial information from annual reports and other sources, such as Kantar Worldpanel. This analysis yields a metric we call the Attribution Rate.We multiply Corporate Earnings by the Attribution Rate to arrive at Branded Earnings, the amount of Corporate Earnings attributed to a particular brand. If the Attribution Rate of a brand is 50 percent, for example, then half the Corporate Earnings are identified as coming from that brand.



Distinction of BrandZ™



Part B



Salient They come spontaneously to mind as the brand of choice for key needs.



Importance of brand valuation



BrandZ™ is the only brand valuation tool that peels away all of the financial and other components of brand value and gets to the core— how much brand alone contributes to corporate value. This core, what we call Brand Contribution, differentiates BrandZ™.



What happened in the past or even what’s happening today is less important than the prospects for future earnings. Predicting future earnings requires adding another component to our BrandZ™ formula. This component assesses future earnings prospects as a multiple of current earnings. We call this component the Brand Multiple. It’s similar to the calculation used by



financial analysts to determine the market value of stocks (Example: 6X earnings or 12X earnings). Information supplied by Bloomberg data helps us calculate a Brand Multiple. We take the Branded Earnings and multiply that number by the Brand Multiple to arrive at what we call Financial Value.



Step 2 Calculating Brand Contribution We now have the value of the branded business as a proportion of the total value of the corporation. But this branded business value is still not quite the core that we are after. To arrive at Brand Value, we need to peel away a few more layers, such as the rational factors that influence the value of the branded business, for example: price, convenience, availability and distribution. Because a brand exists in the mind of the consumer, we have to assess the brand’s uniqueness and its ability to stand out from the crowd, generate desire and cultivate loyalty. We call this unique role played by brand, Brand Contribution. Here’s what makes BrandZ™ so unique and important. BrandZ™ is the only brand valuation methodology that obtains this customer viewpoint by conducting worldwide on-going, in-depth quantitative consumer research, online and face-to-face, building up a global picture of brands on a category-by-category and countryby-country basis.



Step 3 Calculating Brand Value Now we take the Financial Value and multiply it by Brand Contribution, which is expressed as a percentage of Financial Value. The result is Brand Value. Brand Value is the dollar amount a brand contributes to the overall value of a corporation. Isolating and measuring this intangible asset reveals an additional source of shareholder value that otherwise would not exist.



BrandZ™ China Top 100 Eligibility Criteria The brands ranked in the BrandZ™ Top 100 Most Valuable Chinese Brands 2014 report meet these eligibility criteria: - The brand was originally created by a Mainland China enterprise. - The brand is owned by a publicly traded enterprise. - The brand reported positive earnings for the period covered by the ranking. - Financial brands derived at least 20 percent of earnings from retail banking.



Why BrandZ™ is the definitive Brand valuation methodology All brand valuation methodologies are similar—up to a point. All methodologies use financial research and sophisticated mathematical formulas to calculate current and future earnings that can be attributed directly to a brand rather than to the corporation. This exercise produces an important but incomplete picture. What’s missing? The picture of the brand at this point lacks input from the people whose opinions are most important—the consumer. This is where the BrandZ™ methodology and the methodologies of our competitors part company. How does the competition determine the consumer view? Interbrand derives the consumer point of view from panels of experts who contribute their opinions. The Brand Finance methodology employs a complicated accounting method called Royalty Relief Valuation. Each methodology is fine as far as it goes. But neither goes far enough. Why is the BrandZ™ methodology superior? BrandZ™ goes much further. Once we have the important, but incomplete, financial picture of the brand, we communicate with consumers—constantly. Our on-going, in-depth quantitative research includes two million consumers and more than 10,000 brands in over 30 countries. What’s the BrandZ™ benefit? The key BrandZ™ methodology benefit is the unrivalled accuracy of the valuations, which is especially critical for two broad audiences. - Members of the financial community—including analysts, shareholders, investors and CEOs—depend on BrandZ™ for the most reliable and accurate brand value information available. - Brand owners turn to BrandZ™ to more deeply understand the causal links between brand strength, sales and profits and to translate those insights into strategies for building brand equity.
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BrandZ™ on the move



BrandZ™ is the definitive source for brand equity knowledge and insight.



Get the BrandZ™ Top 100 Most Valuable Global Brands, the Latin American Top 50, the China Top 50 and Top 100 and many more insightful reports on your smartphone or tablet. To download the apps for the brand rankings go to www.brandz.com/ mobile (for iPhone and Android). The iPad interactive magazine BrandZ™ Top 100 is packed with exclusive content and available from the Apple App store (search for BrandZ 100).



Reports, apps and iPad magazines powered by BrandZTM



Beyond Trust: Engaging Consumers in the PostRecession World An index based on BrandZ™, TrustR measures the extent to which consumers trust and are willing to recommend individual brands. High TrustR correlates with bonding, sales and brand value. Complete information is available from WPP companies.



ValueD: Balancing Desire and Price for Brand Success An index based on BrandZ™, ValueD measures the gap between the consumer’s desire for a brand and perception of the brand’s price. It helps brands optimize sales, profit and positioning. Complete information is available from WPP companies.
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The Chinese Golden Weeks In Fast Growth Cities With research and case studies the report examines the shopping attitudes and habits of China’s rising middle class and explores opportunities for brands in many categories. For the iPad magazine search Golden Weeks on iTunes.



The Chinese New Year in Next Growth Cities The report explores how Chinese families celebrate this ancient festival and describes how the holiday unlocks year-round opportunities for brands and retailers, especially in China’s Lower Tier cities. For the iPad magazine search for Chinese New Year on iTunes.



BrandZ™ is the world's largest and most reliable customer-focused source of brand equity knowledge and insight. To learn more about BrandZ™ data or studies, please visit www. brandz.com, contact any WPP Group company or contact: Graham Staplehurst Global BrandZ TM Director t: +44 (0) 1926 826259 [email protected]



BrandZ™ Top 100 Most Valuable Global Brands 2013 The report includes brand valuations and profiles of key categories along with analysis and insights about building and sustaining strong brands worldwide. For the iPad magazine search BrandZ 100 on iTunes.



BrandZ™ Top 50 Most Valuable Chinese Brands 2013 The report profiles Chinese brands, outlines major trends driving brand value growth and includes commentary on the growing influence of Chinese brands at home and abroad. Go to www. brandz.com/mobile.



BrandZ™ Top 50 Most Valuable Latin American Brands 2013 The report profiles the most valuable brands of Argentina, Brazil, Chile, Colombia, Peru and Mexico and explores the socio-economic context for brand growth in the region. For the iPad magazine search BrandZ Latin America on iTunes.
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WPP Company Contributors These companies contributed knowledge, expertise and insights to the report. WPP is the world’s largest communications services group with billings of US$70.5 billion and revenues of US$16.5 billion. Through its operating companies, the Group provides a comprehensive range of advertising and marketing services including advertising & media investment management; data investment management; public relations & public affairs; branding & identity; healthcare communications, direct, digital, promotion & relationship marketing and specialist communications. The company employs over 170,000 people (including associates) in over 3,000 offices across 110 countries. For more information, visit www.wpp.com WPP was named Holding Company of the Year at the 2013 Cannes Lions International Festival of Creativity for the third year running. WPP was also named, for the second consecutive year, the World's Most Effective Holding Company in the 2013 Effie Effectiveness Index, which recognizes the effectiveness of marketing communications.



Asatsu-DK Inc.



CIC



Cohn & Wolfe-impactasia



CTR Market Research



Geometry Global



Asatsu-DK Inc. is Japan's thirdlargest full service advertising agency, holding the title of ninth largest marketing organization in China and ranked fifteenth globally. Since our establishment in 1956, ADK's unique management philosophy, "Management by All" has given the agency a reputation in the industry as being creative, hard working and people-oriented.



CIC is China's pioneering social business intelligence company. CIC enables businesses to fully leverage the power of social media and Internet Word of Mouth (IWOM) intelligence across the organization. Since coining the term IWOM in 2004, CIC has led the industry to help companies meet their social media marketing and social business needs by providing customized research, consulting services, as well as technical solutions, all from an objective, third party perspective. In addition to helping companies leverage social media intelligence for more informed decisions, CIC is creating an integrated social business support system and offers consulting to clients in the social business evolution.



Cohn & Wolfe-impactasia is a dynamic communications agency focused on public relations. With expertise in consumer, trade, digital and corporate PR, it works with domestic, regional and international brands across a number of sectors which include travel & tourism, automotive, art & design, fashion, retail and luxury goods, healthcare, technology, professional services and FMCG. Cohn & Wolfeimpactasia has offices in Hong Kong, Shanghai and Beijing. Cohn & Wolfeimpactasia is part of global agency, Cohn & Wolfe, which was named Agency of the Year by PRWeek in 2013, and a Best Place to Work by Advertising Age in 2011 and 2012.



CTR analysts and experts help advertisers, media owners and advertising agencies to measure their media image and impact. Born and raised in China, Chinese culture and values are a part of our DNA. We have witnessed the seismic transformation of the market, experienced numerous industry reforms, while building expertise in media management, brand & advertising communications and consumer research. Our in-depth knowledge of the local market with a global perspective enables us to discover the insights that make sense of what is hidden beneath today’s developments. We inspire our clients to make informed decisions based on our unparalleled and profound understanding of the critical challenges they face in the Chinese marketplace. This is what we bring you, China insights. We can do this because we know China better.



Geometry Global, the largest and most geographically complete activation agency of its kind, provides brand marketers with a unique solution for an unmet need: Precision Activation. This proprietary approach focuses on the exact blend of context and content that combine to influence consumer behavior. Spanning 56 markets, the network develops compelling marketing programs connecting people with brands at precisely the right times, places and ways—making a measurable difference to clients’ businesses. Launched in June 2013, Geometry Global delivers awardwinning creativity and integrated talent across a range of disciplines including Shopper, Relationship, Promotional and Experiential, Trade and Digital Marketing.



www.adk.jp/english/ Zhao Ying Director of Communications Planning ADK Shanghai [email protected]



www.ciccorporate.com Connie Leung Senior VP of Consulting Business & Marketing [email protected]



www.cohnwolfe.com/zh-en www.cohnwolfe.com/zh-hans Lydia Shen Managing Director, China [email protected]



www.ctrchina.cn



www.geometry.com Tracy Fu CEO, Geometry Global China [email protected]



Becky Cheung Marketing & Communications Director [email protected]
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Grey



Kantar Retail



Landor



Maxx Marketing



MEC



Millward Brown



Grey, with 121 offices in 116 cities in 94 countries, ranks among the largest global advertising companies. Our long-standing reputation for launching and building many of the world’s leading brands is rooted in our bluechip client roster, which includes onefifth of all Fortune 500 companies. Grey today is a full-service agency with a total offering that delivers best-in-class brand communications in every channel, with one uncompromising focus: to accelerate the potential of our clients’ brands with powerful strategy and creative ideas across all touch points.



Kantar Retail works with leading retailers and branded manufacturers to transform the purchase behavior of consumers, shoppers, and retailers. Kantar Retail has over 400 employees and offices in 15 markets around the globe. The company is headquartered in London and is part of the Kantar Group of WPP. Kantar Retail has been present in China since 2004 and offers retail insights, consulting, retail analytics, and capabilities development services to clients.



Landor Associates is one of the world’s leading strategic brand consulting and design firms. Landor’s holistic approach to branding balances rigorous, business-driven thinking and exceptional creativity. Its work spans the breadth of branding services, including research, positioning, strategy, architecture, naming and writing, corporate identity, consumer package design, environments, equity management, engagement, and digital branding. With 25 offices in 19 countries, Landor’s clients include: Barclays, Diageo, Hilton Hotels, Kraft Foods, Microsoft, MillerCoors, Panasonic, PepsiCo, Procter & Gamble, Taj Hotels Resorts and Palaces, and Verizon. Landor is a member of the Young & Rubicam Group network within WPP.



Maxx Marketing is a new breed of promotional agency – one of the first to utilize a truly global, strategic approach designed to differentiate brands and build business momentum through the use of unique promotional products and purchase incentives. By tapping into consumer passion points, we can help you build a brand experience unlike any other. From off-the-shelf, inmarket products that can be ordered online and turned around quickly… to one-of-a-kind custom designed merchandise to support your brand, our team of industry experts offers a full range of integrated promotional services to achieve your business objectives. We pride ourselves on delivering promotional products and incentives that motivate consumers, drive sales and enhance brand value. Maxx Marketing offices are strategically located near our clients to offer them highly personalized account servicing and fresh ideas from our 13 worldwide offices and six creative centers.



We help clients explore what’s possible, inspiring and guiding them to the optimum solution for their brands. Then we exploit it, delivering maximum value to them. Our services include: Media planning and buying, Digital media, Mobile, Search, Performance marketing, Social media, Analytics and Insight, Sport, Entertainment & Cause, Multi-cultural, Content, Retail, and Integrated planning. Our 4,500 highly talented and motivated people work with domestic and international clients in 84 countries and we are a founding partner of GroupM.



Millward Brown is a leading global research agency specializing in advertising effectiveness, strategic communication, media and brand equity research. Millward Brown helps clients grow great brands through comprehensive research-based qualitative and quantitative solutions. Specialist global practices include Millward Brown Digital (a leader in digital effectiveness and intelligence), Firefly Millward Brown (our global qualitative network), a Neuroscience Practice (using neuroscience to optimize the value of traditional research techniques), and Millward Brown Optimor (a strategy consultancy helping companies maximize financial returns on brand and marketing investments). Millward Brown operates in more than 55 countries and is part of Kantar, WPP’s data investment management division.



www.grey.com Sophie Zhou Strategy & Innovation Director, Grey Group [email protected]



www.kantarretail.com Oceanne Zhang Leader of Market Insights China [email protected]



www.landor.com/#!/locations/shanghai www.landorgc.cn



JWT



Kinetic



JWT, one of the world’s best-known marketing communications brands, is one of the most prestigious advertising agencies in the China market. JWT Beijing is rooted in China. JWT's pioneering spirit enables us to establish deep relationships with many wellknown brands internationally as well as in China, such as Nokia, Shell, Microsoft, Yili, China Unicom, Gome, Carlsberg, China Auto Rental, COFCO, and more. We provide a full range of integrated marketing services, including corporate brand strategy, brand consultancy, social media, branded content, activation, as well as entertainment marketing.



Kinetic Worldwide is the world’s largest planner and buyer of Out of Home media and the global leader in understanding how brands can connect with people’s lifestyles and the environments they engage with. Kinetic is a WPP company and part of the tenthavenue performance marketing division. Kinetic’s expertise and insight helps deliver solutions for clients that achieve ambitious brand and marketing goals. Kinetic is traditionally an Out of Home media agency and in addition today delivers wide-ranging specialist expertise through its complementary service divisions like Aviator. Kinetic employs over 800 professionals across 38 offices.



Peter Mack Executive Director, Marketing – Greater China [email protected]



maxx-marketing.com Andrew Kwan Executive Vice President, Maxx Marketing Limited [email protected]



www.mecglobal.com Thomas Nolsoee Chief Strategy Officer [email protected]



www.millwardbrown.cn Jason Spencer Managing Director, Millward Brown Shanghai [email protected] Albert Sim Managing Director, Millward Brown Beijing [email protected]



www.jwtchina.com Ms. Tammy Sheu Managing Director, JWT Beijing Office Mr. Yang Yeo ECD North Asia & China Chairman, JWT
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www.kineticww.com King F. Lai Chief Executive Officer, Asia Pacific and Chairman, China [email protected]
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Mindshare



mJoule



Oracle Added Value



Salmon



Wunderman



Y&R



Mindshare is a global media agency network with billings in excess of $29.2 billion (source: RECMA). The network consists of 113 offices in 82 countries throughout North America, Latin America, Europe, Middle East, and Asia Pacific, each dedicated to forging competitive marketing advantage for businesses and their brands. Mindshare is part of GroupM, which oversees the media investment management sector for WPP, the world’s leading communications services group. Mindshare China is the number one media agency in the country by rank, size and billings. Mindshare China currently has a staff of 925 people and works with a diverse portfolio of clients including L'Oréal, Yum!, Yili, Nestlé and Jaguar/Land Rover.



MJoule is a leading mobile marketing agency and a joint venture between GroupM (WPP) and Joule (Tenthavenue), established in June 2012 to orchestrate all GroupM mobile marketing campaigns in China. MJoule offers full-scope mobile marketing service, including mobile marketing strategy, creative execution, technology development, media service, data management and client relationship management.



Added Value provides consultancy on brand development and marketing insight for iconic brands, both big and small, around the world. The company helps solve clients’ central marketing questions about market equity, positioning, innovation and communications. Added Value specializes in tackling the toughest questions and providing sharp, strategic answers. It operates from 21 offices in 13 countries. Added Value is part of WPP’s Kantar Group.



Salmon is a highly innovative e-commerce digital agency whose commitment to on-time, on-budget project delivery is increasingly embraced by the leading names in retail, wholesale and manufacturing. Major brands turn to Salmon for its ability to define, deliver and exploit e-commerce and multi-channel operations. Customers include Akzo Nobel, Argos, Audi UK, Halfords, Morrisons and Selfridges. Salmon is headquartered in the UK and has offices in China and Australia.



Advertising Age ranks Wunderman as the #1 global digital agency network. Founded by Lester Wunderman in 1958, Wunderman has 170 offices in 60 countries offering Brand Experience, Consumer Engagement, Data & Insights and World Health marketing solutions. Powered by complex analytics and strategic insight, creative content engages the consumer as participant, critic, creator and champion in alwayson conversations to propel our clients’ growth. Best Buy, Citibank, Coca-Cola, Ford, Land Rover, Levi's, Microsoft, Nokia, Novartis, Telefonica and leading local and regional brands are among them. Wunderman is part of Young & Rubicam Group.



Y&R is a leading global advertising agency with offices in Beijing , Shanghai and Guangzhou. Y&R China works with many of the Top International and Chinese brands. Y&R’s local Chinese clients include Huawei, Mengnui, Ping An Bank and Midea. Leading international brands that are Y&R China clients are Dell, Danone, Bacardi and Gap. Y&R’s global mission is to “Resist The Usual” and our vision is to be our clients’most important partner. In China our goal is to be “World class in China.” In 2013, Y&R China won four Lions and had 22 shortlisted entries at Cannes, the world’s most prestigious advertising competition, more than any other agency in China.



www.wunderman.com www.wunderman.com.cn



www.yr.com



www.mindshareworld.com Amrita Randhawa CEO, Mindshare China [email protected]
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www.jouleww.com Craig Zhang CEO [email protected]



www.added-value.com Katie McClintock CEO, Oracle Added Value [email protected]



Ogilvy & Mather, China "To be the agency most valued by those who most value brands." This is the mission of the Ogilvy & Mather Group Worldwide and it is our rallying cry in China. Everything we do centers around brands: how to bring them to life, build them, protect them and make them more profitable. Ogilvy & Mather has set up operation offices in Beijing, Shanghai, Guangzhou, Fuzhou, Chengdu, Nanjing, Hong Kong and Taiwan, providing a full range of integrated professional services and strategic consulting for many prestigious domestic and international brands. At Ogilvy & Mather we combine local strengths with a worldwide network to create powerful marketing campaigns that address the needs of the China market. With more and more clients becoming active in China, Ogilvy & Mather is the most international of local firms, and the most localised of international firms.



www.salmon.com Roger Cao Managing Director, Salmon China [email protected]



Smollan POSSIBLE As a digital network, we apply data analysis into digital strategy, creative, media, social and search… what we call performance marketing. In China, we apply that in e-commerce. That said, POSSIBLE China is an expert in e-commerce analytic, strategy, and creative (UX and visual). We help brands like Nike, Converse, Fendi and Langham Hotels to build, design and maintain their e-commerce websites and third-party website (Tmall shop design for Nike and Converse). We track and analyze the data to collect consumer insights and we optimize the site to drive sales. www.possible.com Eric Wong Managing Director, Greater China [email protected]



Smollan is a diversified field marketing services company, focused on providing visibility, mobility, intelligence and growth for a vast spectrum of well-loved brands. Smollan opened its doors in 1931, initially as a regional South African based sales agency. With its pedigree in field marketing, the Group has evolved to offer a diverse range of outsourced marketing services to multiple channels across a broad spectrum of industries. It has also extended its geographical reach to become a global field marketing leader operating in Africa, Brazil, UK, UAE, India, Malaysia, Thailand, Taiwan, China, Australia, Pakistan and Russia. With unrivalled industry experience, an exceptional human platform and sophisticated systems and technology, Smollan has a legacy of providing consistent excellence in operational execution at the Point of Purchase.



www.ogilvy.com.cn



www.smollan.co.za



Shenan Chuang CEO [email protected]



Michael Smollan CEO Smollan China [email protected]



Eric Ng Chief Client Officer [email protected]



Charles Sampson CEO China [email protected]



Xaxis Xaxis is the world’s largest audience buying company. Through its proprietary platform, Xaxis offers advertisers a single, comprehensive resource from which to reach and engage with global audiences across the universe of digital media. Xaxis, a GroupM company that is part of WPP, has a presence in 26 countries across North America, Europe, Asia Pacific and Latin America. www.Xaxis.com Rajesh Sukhwani Managing Director, Xaxis China [email protected]
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Belinda Rabano WPP



These colleagues added thought leadership, research, analysis and insight to the report.



Lucy Yu Millward Brown



Chirantan Ray Millward Brown Michelle Han Millward Brown Emma Li Millward Brown



David Roth WPP



Haidong Guan Grey



Heaven Zang Millward Brown



Graham Staplehurst Millward Brown Grace Yu Millward Brown



Ken Hsu Wunderman



Doris Guan Millward Brown



Elaine Su Millward Brown



Lizhen Ma Millward Brown



Panos Dimitropoulos Oracle Added Value Bessie Lee WPP



King F. Lai Kinetic



Zhao Ying ADK Nyssa Qiao Millward Brown



Vivian Wang WPP



Rajesh Sukhwani Xaxis



Geoffrey Ogay Ogilvy



Anupam Asthana Millward Brown



Norman Yao Millward Brown



Yu Fan Millward Brown



Vanessa Wei Millward Brown



Shelley Liu Millward Brown Justin Li Millward Brown



Wang Ziying Millward Brown



Craig Zhang Mjoule



Kaiyu Li Y&R Christine Zhang Millward Brown



Rachel Xu Millward Brown Jenny Yang Millward Brown



Tammy Sheu JWT



Edward Bell Ogilvy



Jonah Brown Millward Brown



Sirius Wang Millward Brown



Phoebe Wang Millward Brown



Thomas Nolsoee Mec Global



Karl Cluck Mindshare



Jovia Yao Millward Brown



Thomas Yan Millward Brown



Haze He Millward Brown



Derek Dong Millward Brown



Amy An Millward Brown



Joyce Kang Cohn & Wolfe



Elspeth Cheung Millward Brown Optimor



Peking Tan Millward Brown



Chaojie Miao Millward Brown Gary Gao Millward Brown



Emma You Millward Brown



Robin Headlee Millward Brown Optimor Allie Sun Millward Brown



Jenny Ma Millward Brown



Ronan Cai Millward Brown



Eric Wong POSSIBLE Nicky Szmala Geometry Global



Baosheng Gao Mec Global



Meimei Wang Millward Brown Doreen Wang Millward Brown



Sacha Cody Millward Brown



Peter Walshe Millward Brown



Lanlan Fu Millward Brown



Sharon Fei Millward Brown Natasha Perera Millward Brown Optimor



Mark Du Millward Brown Debbie Swee Millward Brown



Tiger Shang Millward Brown Canyal Gong Millward Brown



Theresa Loo Ogilvy



Chris Hu Geometry Global



Lillian Li Millward Brown



Cynthia Kong Millward Brown



Peter Mack Landor



Calvin Yeap Geometry Global



Azhar Shah Millward Brown



Richard Chien Ogilvy



Rajeev Aggarwal Millward Brown James Galpin Millward Brown



Winnie Wang Millward Brown Justin Cook CTR China Gareth Ellen Geometry Global



Irene Zong Millward Brown Susan Yan Millward Brown Elly Yang Millward Brown



Michael Han Millward Brown



Vivian Jiang Kantar Retail



Sophie Zhou Grey Saurabh Sharma Ogilvy Charles Sampson Y&R



Shawn Ge Millward Brown



Leo Chen Millward Brown



Zita Wang Cohn & Wolfe



Will Towler Millward Brown



Susan Sun Millward Brown Scott Zhao Millward Brown



Michael Smollan Smollan



Zhe Zhou Millward Brown Sherry Liu Millward Brown
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Sophie Shen CTR China



Jane Liu MEC



Apple Huang Millward Brown



Rosy Li CTR China Timothy York JWT



Russell Carter Millward Brown



Sylvia Shang Millward Brown



Andrew Kwan Maxx Marketing Sue Pratt Salmon



Connie Leung CIC



Jenny Li Millward Brown



Rana Deepender Millward Brown



Weina Su Millward Brown
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BrandZ™ China Top 100 Team This team created the report, with valuations, brand and market research, editorial, photography and production. Elspeth Cheung



Amanda Harrison



Cecilie Østergren



David Roth



Daniela Hornskov Sun



Doreen Wang



Elspeth Cheung is head of BrandZ™ valuation for Millward Brown Optimor. She is responsible for research, analysis and external communication for the BrandZ™ rankings and other brand strategy engagements.



Amanda Harrison serves as projects and events manager for The Store WPP and project manager for the BrandZ™ Top 100 Most Valuable Chinese Brands, the BrandZ™ Latin American studies as well as the Chinese New Year and Golden Weeks reports.



Cecilie Østergren is a professional photographer, based in Shanghai, who has worked closely with WPP agencies since 2009. Her prize-winning documentary and portraiture work includes a project with Added Value on Chinese consumers, exhibited at the Houses of Parliament in London. Cecilie’s images have appeared in WPP’s BrandZ™ reports about brands in China and Latin America. Working with Danish publisher Politikens Forlag she’s photographed travel books about India, Greece and Denmark, her native country.



David Roth is the ceo of the Store WPP for Europe, the Middle East and Africa (EMEA) and Asia and leads the BrandZ™ worldwide project. He has been doing business in China for almost 20 years and advises many companies and retailers on their China entry strategy and the changing Chinese consumer. Prior to joining WPP David was main board director of the international retailer B&Q.



Daniela Hornskov Sun serves as communications assistant for The Store WPP and manages special projects. Born in China and educated in Europe, she brings language and cultural insights to WPP publishing projects and events.



Doreen Wang is head of branding for Millward Brown China. She has extensive experience providing branding research and consulting services for senior executives of Fortune 500 companies in both the US and China. She often speaks at prestigious forums, including the China Ministry of Commerce and the Cambridge University Judge School of Business.



Carolyn Cummings-Osmond A freelance editor and copywriter, Carolyn is a senior lecturer in the School of Media at Southhampton Solent University. Prior to this position, she was managing editor at educational publishers, Philip and Tacey.



Haze He Haze He is senior analysis executive for research and development at Millward Brown, where she is responsible for brand research and analysis covering many categories to provide solutions for clients and detailed information for the BrandZ™ ranking studies.



Helen Greenwood Helen Greenwood is a freelance copywriter and communications consultant. Her projects range from advertising, marketing and PR for retail, travel, healthcare and finance, to speechwriting, documentary planning and scriptwriting for corporations and advertising agencies. Helen founded Shoot from the Nib, the UK’s foremost copywriting and communications consultancy.
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Robin Headlee Robin Headlee is vice president of Millward Brown Optimor. She is responsible for overseeing BrandZ™ valuations in current markets and the launch of BrandZ™ rankings in new markets. She also leads other Millward Brown Optimor strategy engagements.



Natasha Perera Natasha Perera is a financial analyst at Millward Brown Optimor. She is involved in brand valuation, applying the BrandZ™ valuation methodology to analyze brands, determine brand value and to generate information that appears in the BrandZ™ ranking studies.



Ken Schept Ken Schept is a professional writer and editor specializing in reports and books about brands and marketing. He helped develop WPP’s extensive library of global publications, with special focus on China and Latin America. Prior to launching his freelance career, he reported on the international retail sector as an editor with a leading US business media publisher. He also organized industry conferences and study tours.



Peking Tan Peking Tan is the research and development director of Millward Brown Greater China. He leads innovation, developing and standardizing several data analysis and market research models, through the integration of IT, data mining and cognitive science.



Christine Zhang Marketing Director of Millward Brown China, Christine is responsible for Millward Brown China's brand communication and strategies, and plays an important role in the BrandZ™ China ranking.



Acknowledgments Special thanks and appreciation to those who contributed research to the brand profiles: David Friesen, Emily Ford, Amy Lam Ki Ha and Karen Van Nest; and to Sergio Fernandez Gallardo who created the infographic that introduces the report.
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WPP in China



We help build valuable brands. WPP in China employs over 14,000 people in Beijing, Shanghai, Guangzhou and many other cities and provinces. Our areas of expertise include: advertising, branding and identity, digital, insight and consultancy, public relations, promotion, marketing, media, retail and shopper marketing. We provide the knowledge and implementation necessary to understand China and build and sustain brand value. To learn more about how to apply this expertise to benefit your brand, please contact any of the WPP companies that contributed to this report or contact: TB Song Chairman, WPP Greater China [email protected] Bessie Lee Chief Executive Officer WPP China [email protected] Belinda Rabano Head of Corporate Communications, WPP Asia Pacific [email protected] For further information about WPP companies worldwide, please visit: www.wpp.com/wpp/companies or contact:



The increasing sophistication of the Chinese consumer challenges all brands to remain relevant. Every brand has its own story. To watch short individual brand videos containing unique content about China, and to learn more about the BrandZ Top 100 Most Valuable Chinese Brands 2014, please scan this QR code, or go to http://thestorewpp.tv/china100
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David Roth CEO The Store WPP EMEA and Asia [email protected]
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