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= In 2008, with the macro-economic control
and regulation made by China and the
global economical turbulence caused by
American financial crisis, the household
appliance manufacturing industry in China
entered into a downturn period from high
speed development rapidly. The peak
manufacturing scale was frustrated by
slump market demands suddenly.
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Figure 2 Output Value Growth Rate of Household
Appliance Industry in That Very Month of 2008

B2 HEFEAT S H FER KR



IEE]J: March 2009

The Current Household Appliance Market
In China

HAPEXRETIS

—o— Jan-Nov 2008 —=— Jan-Nov 2007
2008 F1~11H 200741~11H

50% 41%
40%
30% - 22%

20%
10% - 3% 80%
-1% -3% 11% 6
0, N
o S ¢ : : =
-10% - Refrigerator Freezer Air Washing Microwave  Electric Water
HH UK EG A Conditioner Machine Oven Heater
i PEAHL B
-5%

Figure 7 Year-on-year Growth Rate of Accumulative
Output of Large Household Appliances in Jan-Nov 2008
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The export growth decreased obviously and that of some products was negative.
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The domestic market demand has decreased
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s The stock market in China first entered into a downward
track. It affects the real estate market which in turn affects
household commodity consumption

= Natural disasters such as ice-snow disaster and earthquake
affected consumer desire

= Export enterprises are slump and the income of employees
decreases and thus affecting the confidence of consumers
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The overall cost has risen and efficiency has dropped
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0 The export cost has risen due to RMB appreciation

o The financing cost rose greatly due to tight monetary policy
implemented in the first half of 2008

u The prices of raw materials rose greatly in the first half of 2008
U The cost of labor force has increased greatly
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The proactive policies made by the government to
pull domestic demand
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= Stabilizing exchange rate
= Improving export rebate rate

The export rebate rate of household appliances was
Increased from 13% to 14% on December 1.

= Household appliances to the countryside scheme
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Governments at all levels pay great attention to implementing
“household appliances to the countryside” subsidy scheme
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= Grants a subsidy of 13% of the selling price to farmer buyers. 80% of subsidy comes
from state finance and 20% from local finance;

= About 800 million rural population benefit from this policy. Since this part of the
consumer group owns a few quantity of household appliances, they can effectively
promote the domestic sales.

= Products including color TVs, mobile phones, refrigerators and washing machines
are expanded from three provinces and cities in 2008 to 12 provinces and the entire
country now;

= The scope of products has been further expanded to include air conditioners and
water heaters (electric and gas)(from partial provinces and cities to the whole

country) and will be further expanded to include induction cookers/microwave
ovens.
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In order to tide over difficulties, at present, enterprises commonly

adopt strategies to:
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control risks and cost

actively participate in household appliances to the countryside scheme
develop new products

Some enterprises reduce salary of employees and lower consumption and
try to lay off lesser employees.
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Since the current situation is mainly caused by macro economy, so the
association has already put forward some opinions and suggestions to the
government institutions to promote the development of the industry.
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The government pays great attention to energy-saving household
appliance market conversion:
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=  The government promotes the household appliance market to transform to energy-
saving mode through developing laws and regulations, standards for guiding
energy-saving and energy-efficiency identification as well as government
procurement conduct and subsidy policies;

= Household energy-efficiency standards came into effect in 1998 starting from the
energy-efficiency standard of refrigerators. At present, energy-efficiency standards
have already covered such household appliance products as refrigerators, air-
conditioners, washing machines and electric rice cookers;

= Household appliance energy-efficiency identification was implemented in 2005
starting from refrigerators and now it has covered refrigerators, washing machines
and air-conditioners.
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= Household appliances to the countryside scheme: The government determines products to which
subsidy is granted through product tender invitation. The government specifies strict requirements
in the tendering documents on the energy-efficiency of products. The requirements are higher than
the energy-efficiency standards of the same products for entering into the market:

= As for refrigerators, the energy-efficiency standard for entering into market is Grade 5, however, it
is required in the tender of the products to the countryside that the energy-efficiency grade is
Grade 1;

= As for freezers, the energy-efficiency standard for entering into market is Grade 5, however, it is
required in the tender of the products to the countryside that the energy-efficiency grade is Grade 2;

= As for washing machines/air-conditioners, the energy-efficiency standard for entering into market
is Grade 5, however, it is required in the tender of the products to the countryside that the energy-
efficiency grade is Grade 3.
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= In 1998, Global Environment Fund(GEF) approved the project of widely
eliminating market obstacles of energy-saving CFC-Free refrigerators in China.
The project started in 1999 and ended in 2006.

m The project was managed by the State Environmental Protection Administration
and carried out by its Foreign Economic Cooperation Office. The relevant
organizations and China Household Electrical Appliances Association provided
cooperation.

= 16 refrigerator manufacturers and 10 compressor companies participated in this
project.
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Refrigerator manufacturers participating in the market conversion
project promised unanimously the followings:
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1. Designing a new product with top energy-efficiency level;
2. Improving the average energy-efficiency level of refrigerators at least by 10%;
3. Spending at least 10% of advertisement budget on energy-saving propaganda.
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All the manufacturers have met or exceeded the above requirements.

P S RS R B0 T RS,



[EE]J: March 2009
Energy-saving Household Appliance Market
Conversion - International Project
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Strategies taken for GEF refrigerator project:
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Technology push
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= The lowest energy-efficiency standard of new refrigerators
= Technical assistance and training
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Market pull
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=  Consumer education activities nationwide
Manufacture incentive plans

Retailers incentive plans
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Project implementation results
T H SE 25 R

The average energy efficiency level of the products of the refrigerator
manufacturers participating in the project was increased by 28%.

During the 12-month implementation period of manufacturer incentive
plans, the production and sales volume of the refrigerator products with
the highest energy efficiency level had increased to 9.06 million sets in
May 2005 from less than 360 thousand sets in 1999.

The high energy-efficiency ones among the refrigerator products made by
the manufacturers participating in the project took up the leading position,
even accounting for 80-90%.

Z NI H R FE VKRR RIE r H = a2 BERK P 3R T 28%
FE A 3124~ 7 15138 R BuUsh vH R eI Ia), THZLREOKF i FLUKAE 7 i = 4 B
MI999F KA 236 /7 5 #EK 2200545 H906 /7 5

Z N B 3 B AL B R OKAE T i R R R R S R T AL B I FI80~
90%.



IEE]J: March 2009

Energy-saving Household Appliance Market
Conversion-International Project

X B T7 BETh %5 #3—El PR 1N B %

The overall objective of the refrigerator market conversion project
in China was that the sales volume of the energy-saving
refrigerators reached 20 million sets, amount of discharge of CO,
in the whole product service life was reduced by 100 million tons
and energy saved reached 66 billion watt-hour.The
iImplementation results of the project exceeded the above overall
objective in one and even more aspects. The cost efficiency was
less than USD 0.05 per ton CO.,,.
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Subsequent effects of the project:
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The ability of the industry in developing energy-saving refrigerators, key
component-compressor has been improved and the energy-efficiency
level of refrigerators has been increasingly improved,;

The quantity, cost and price of energy-saving refrigerators have broken
completely the bottleneck that hinders the expansion of energy-saving
refrigerator market;

Consumers appreciate energy-saving refrigerators and are willing to select
products that can save more energy. Refrigerators with Grade 1 energy-
efficiency account for over 90% in the market. Consumers, suppliers and
standards form a virtuous cycle on energy-saving of refrigerators.
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Brief summary of household appliance market conversion in China
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The market conversion of energy-saving refrigerator products is most
successful

Certain success has been achieved in the market conversion of washing
machines, air-conditioners and electric rice cookers. However, it still lags
behind to a certain degree, so great effort needs to be made!

Market conversion not only relies on standards, identification, but relies
more on technical advance.
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Only by combining technical advance and market measures
can we break the bottleneck that hinders market conversion
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Thank you for your attention!
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Contact :report@tky.ieej.or.jp



