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Context for Todayos Di%@g@ﬂ%ssi

Economic Drivers: Public Vs Private Enterprise
- 80% of all employment in Private Enterprises, 107% of all Growth

- Direct capital investment was 107% of Growth in 2009; Human Capital
grew 16%; Productivity has declined 30%

- 75% of Industrial Value Add 1 Private; 75% of which in the last 20
years came from new companies

Structural Reform vsInnovation T only choices for China; Painful tradeoffs
in Structural Reform (SOE T NPLSs)

IN/OUT/UP/DOWN T Choices for Chinese Govt/Enterprises

Explosion of Venture Capital
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Definitions [EHHENR

Invention: Unique Product or Technology

Innovation: Can be Unique (10% in China) or Adaptive (90%) in China
Inspiration, TechnologyConstraints, Brilliant Few

Commercialization: MassMarket Adoption
Scale,Financial/Operating Constraints, CompetentMany

Clearly Inter-linked: U.S.and China are the only two markets in the
world with potential to be equally adeptat all three
Capital, Market Need, Talented People

ProprietaryandConfidential | 4



Four Sources of Innovation for China

National innovation system

Innovation
patterns

Science-
based

Engineering-
based

Customer-
driven

Efficiency-
based

SOURCE: Team analysis

o Human capital

e Financial capital

0 Infrastructure

Strong

Policy & Business

o environment

Needs attention i Weak

e Local demand

Gaps in “soft
enablers” for
entrepreneurship
(e.g., creativity, risk-
taking, perceived
capabilities)

Large population of
skilled workers

Inefficiencies exist in
process to allocate
public funding for
R&D

Inefficiencies exist in
process to allocate
public funding for
R&D

Under-developed
capital markets

Debt financing
oriented to SOEs

Significant debt
financing available for
capex investments for
large companies

Quality of life in top
Chinese innovation
hubs lag global peers
(e.g., pollution,
education, healthcare)

Quality of life in top
Chinese innovation
hubs lag global peers
(e.g., pollution,
education, healthcare)

Strong investment in
connectivity
infrastructure; level of
top innovation hubs
similar to developed
markets

Strong transportation
logistics and utilities in
manufacturing hubs

Lack of effective start-
up incubators

Regulatory
whitespace drives
commercialization

Robust value chain
clusters of geographic
proximity (e.g., wind,
solar)

Moderate domestic
demand for high-
priced science-based
products (e.g.
pharma, biotech)

Government
procurement supports
scaling of selected
products (e.g.,
telecom equipment)

Large domestic
market across
product/service
categories

Chinese consumers
with less brand loyalty

Government
procurement provides
“demand “ pull for
products
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_Four Sources of Innovation for China IHE:
Qiming Overview
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0 VENTURE PAR

I OverUS$2000mrundermanagemend $ and 3 RMB Funds)

Fund Size

I Foundedn Feb.2006
1 Officesin Beijing, ShanghaiHongKong

I 48 professionalsvith accumulateakxperiencen operationsandventure
capitalof over100years

. I 50% Intersumer/IT40%Healthcare10%  Cleantech
Portfolio

I Leadingcompaniesn high/newtechindustriesor newbusiness
areaswith largegrowthpotential
I Focuson providingvalueaddedserviceso portfolio companiesincluding

Thesis porporateqovernancel,—lR, strategyoverseasnarketdevelopment,
industryintegration,overseas/domestl®O
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