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Why Is China motivated to setup

5G Network in 20207
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Worldwide smart phone sales is saturated. Growth rate is at low single digit.
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China 3G/4G Smart Phone User
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e 3G/4G user is saturated in China. Growth rate is at single digit from 2017.
e China smart phone sales is 87.5 million units in Q1 2018 and growth rate is -16%.
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China is Motivated to Setup 5G Network

Carrier
A OPEX reduction should be a

User
A Users want more speed.

A

A

4G networks are hard-
pressed to meet current
user demand.

In other words, users want
to consume more, but
experience and speeds are

falling short of expectations.

5G Network (sub 6GHz)

5G builds on 4G and
expands its potential.

The R15 standard focuses
on commercial needs for
enhanced mobile
broadband (eMBB). It also
meets basic needs for
URLLC and mMTC.

strategic priority for 5G.

CAPEX as a percentage of
carrier revenue has declined
from 17% to 12% in last
decade.

OPEX as a percentage of
carrier revenue has risen
from 62% to 75%.

Government
A Strong support to develop

5G network with the aim to
stimulate GDP growth in
China.

Total expected investment
is RMB 1.14 trillion (US$
170 billion).
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China Mobile N5G Commercial Use in 2020

Key Technology Pre-commercial network Large-scale
Validation Trial Commercialization
20 sites/city 10,000+
; N cities : sites
T | L
7 sites/city 100+ sites/city
5 cities N+X cities
Proof-of-Concept (PoC) Systems Large-scale Pre-commercial
Test

|

Source: China Mobile

China Mobile targets commercial use together with China Unicom and Telecom in 2020.
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China Mobile Vision NluMor e t han Con:
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Human

Information

Source: China Mobile

In 2020 and beyond, China Mobile will
pursue the target of " More Than
Connectingl

Establishing a high quality, intelligence
network to realize the interconnection of all
things.

Creating a first -class infrastructure to
provide professional services to realize the
connection between traditional industry and
information for Internet +, and enabling
unlimited innovation.

Cooperate with all the partners  in the

i ndustry to jointly re
Connectingl vision in
beyond.

Provide the digital services for everything
that is connected. These include human,
machine, enterprise and information.
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Huawel NWork with Industry to Deliver the 5G Mission

e Huawei will work with the industry to deliver the 5G
mission

e 3GPP has completed the standalone R15 5G
specification. And 5G spectrum has been made
available in some countries. 5G will soon be
deployed on a large scale.

e To help global carriers roll out 5G networks,
Huawei will launch E2ZE NSA 5G commercial
systems on September 30, 2018, and E2E SA 5G
commercial systems on March 30, 2019.

e Huawei will also launch a 5G -ready Kirin chip in
2019, and a 5G smartphone in June 2019. These
products will allow consumers that want higher
speeds to enjoy an incredible 5G experience as
soon as possible.

e Huawei is ready to work with industry partners, to
AW TECHNOLOGES <o, D QD invest and to innovate, so that together the
e industry can succeed in delivering the 5G mission.

Source: Huawei
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What is 4G/5G SOl Supply Chain and
|IC Ecosystem In China?
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China 4G/5G SOI Supply Chain
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China Smart Phone Market

China Smart Phone Sales 2017 China Smart Phone Market
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: . e In 2017, Domestic smart phone suppliers counts
e China smart phone market reaches to 459 million P PP

o for 86% of China market.
units in 2017. However, growth rate becomes or 86% of China a. et _
negative for the first time in 9 years. © Among them, Huawei, Oppo and Vivo are top

: o :
e China counts for 30% of worldwide market. tmh;e;c;estuppllers and count for 56% of the China
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Smart Phone System Designer

{
@ HISILICON

e HiSilicon is a global fabless semiconductor and IC design company
which is dedicated to comprehensive connectivity and multimedia
chipset solutions.

e Kirin chip solution is the industryG
solutions.

e HiSilicon will launch a 5G-ready Kirin chip in 2019

ESYSPREADTRUM (Spreadtrum is acquired by Unigroup)

e Spreadtrum Communications, Inc. ("Spreadtrum") is a fabless
semiconductor company that develops mobile chipset platforms for
smartphones, feature phones and other consumer electronics products,
supporting 2G, 3G and 4G wireless communications standards.

e Spreadtrum's customers include global and China -based manufacturers
developing mobile products for consumers in China and emerging
markets around the world.
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