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UPS ABM 2009 HIGHLIGHTS ADAPTABILITY OF SMEs IN CHINA
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Chinese SMEs seek to explore new revenue lines and reduce costs

Shanghai, June 11, 2009 — The UPS Asia Business Monitor (UPS ABM) 2009
highlights the adaptability of Chinese SMEs in the face of the current global economic
recession as they fight to sustain business growth by introducing contingency plans to

their business models.

Results from UPS ABM 2009, an annual survey which monitors the changing
perceptions of SMEs in the Asia-Pacific region show that in the face of a challenging
economy, 64 percent of Chinese SMEs surveyed plan to diversify or explore new
revenue lines. Meanwhile 59 percent will focus on reducing costs and 55 percent will

tighten cash management (appendix 1).

“Whilst the economic downturn has seriously impacted the business of a huge number
of SMEs in China, the ABM 2009 results highlight the adaptability of the sector as SME
managers strive to add business value and control costs to weather the current

climate,” said Steven Wong, vice president, Supply Chain Operations, UPS China.
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UPS ABM 2009 also shows the importance attached by SMEs in China to their supply
chain efficiencies. In fact, 93 percent of Chinese SMEs believe supply chain efficiency
is a necessity to business success in terms of cost-cutting (25 percent), quality

assurance (23 percent) and a means to forecast demand (18 percent) (appendix 2).

“We are encouraged by the attention paid by Chinese SMEs to their supply chains and
also note with interest that 49 percent of Chinese SMEs will change their supply chain
practice in the current economic conditions by focusing on reducing transportation and
distribution costs. With a full range of supply chain solutions and a global network at
hand, UPS is ready to help SMEs transition through this difficult period by providing
cost effective products and value-added tools for them to operate a more efficient

supply chain,” continued Mr. Wong. (Appendix 3)

As the only player in the industry with the widest time-definite offerings in the world,
UPS also provides an array of economy products such as Air or Ocean Freight and
UPS Expedited service. Customers focused on cost over speed can choose UPS
Worldwide Expedited rates (for 3-5 days delivery) which are as low as nearly half of
UPS Express (1-2 days delivery) rates. Advanced UPS online tools integrate directly
into customers’ website or systems and offer real-time tracking of shipments, resulting
to a more accurate billing forecast, reporting and faster cash-for-inventory turnaround.
A newly introduced UPS eBilling Tool also allows customers to analyze and allocate
shipping expenses quickly and easily without paper-based invoices, for seamless

reporting and visibility across functions, projects or business groups.
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UPS ABM 2009 also investigates the challenges faced by and obstacles they need to
overcome. Results show that 81 percent of Chinese SMEs polled believe the lack of
innovation is the biggest obstacle to their competitiveness; 78 percent of Chinese SMEs
believe lack of access to business financing is another concern that blocks SMEs growth
(appendix 4). Furthermore, 93 percent of Chinese SMEs believe government should
play a greater role helping SMEs gain better access to capital and funding, particularly

in this challenging period (appendix 5).

“In order to survive the recession and maintain competitiveness, in addition to calling for
help from government, Chinese SMEs should explore the opportunities among the
challenges. They should adopt what we call “Dual adjustment and stimulus” tactics.
This means firstly, to adjust business strategy and revenue lines; and secondly, to
stimulate technological innovation and overall competitiveness”, said Mr. Chen Nai Xing,
Director of the Research Center for SMEs under the Chinese Academy of Social

Sciences.

Although impacted by the global economic downturn, the results of UPS ABM 2009
show that Chinese SMEs still remain competitive in the region. Sixty-five percent of
SMEs polled in Asia believe China is more competitive than its own country. Overall,

China ranked second behind Japan in terms of competitiveness (appendix 6).

Furthermore, results indicated more confidence among SMEs in China with 78 percent

anticipating a global economic recovery by 2011 compared with an average of 47
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percent for other markets in the region (appendix 7).

Further Highlights for China in the UPS ABM 2009 include:

SMEs business growth prospects fall

Whilst 78% of Chinese SMEs are hopeful that the global economy will recover by 2011
(Appendix 7), overall optimism is down with only 16% of Chinese SMEs polled forecasting
growth for the regional economy in 2009, compared with 47% in 2008 (Appendix 14).
However, Chinese SMEs still appear more optimistic than their counterparts with 36% of
Chinese SMEs polled this year believing their business will grow compared with a regional

average of 25% (appendix 10).

Government focus is key to economic recovery.
Fifty-one percent of Chinese SMEs believe government regulations are the key measure
leading to economic recovery. The importance of government regulations also are

recognized by the overall region (46%) (appendix 8).

China growth is a positive thing for the region.

Forty-six percent of SMEs in the region view China as more of a boost to their business
rather than a threat this year. This percentage hits the highest level since 2005. A key
reason for this is that SMEs believe China growth can lead to a healthier overall market

(appendix 9).

Africa becomes the trading market with the greatest potential for China.
Forty-eight percent of SMEs in China see their trade with Africa growing in 2009, with Asia
Pacific in second place at 36% (appendix 11).

SMEs want local governments to do more to help them weather the recession.
Eighty-six percent of respondents say that governments should focus on helping them
gain better access to capital, financing and loans (appendix 12).

SMEs are focused on delivering new value and targeting new markets
Twenty-nine percent of the SMEs polled cite moving to higher value-added products
and services as the single biggest growth opportunity under current global economic
conditions, while 16 percent feel that exploring new markets would help them achieve
growth. Similar sentiment is reflected when SMEs discuss their contingency plans —
63 percent intend to diversify and/or explore new revenue lines, while 33 percent say
they would change the business model in order to fight the effects of the global
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economic recession (appendix 13).

The UPS Asia Business Monitor

Since its launch in 2005, the UPS ABM has been conducted annually to deliver the
latest insights on the changing business needs of SMEs, the largest business
community in the region. As discussed at the 3 APEC Business Advisory Council
Meeting in August 2008, SMEs make up 95 percent of all businesses in the Asia-Pacific
region and employ 80% of the workforce. This year, the UPS ABM 2009 surveyed 1,200
company owners, proprietors, CEOs, Managing Directors and other top management
across 12 markets.

UPS

UPS (NYSE: UPS) is the world's largest package delivery company and a global leader
in supply chain and freight services, offering an extensive range of options for
synchronizing the movement of goods, information and funds. Headquartered in
Atlanta, Georgia, USA, UPS serves more than 200 countries and territories worldwide.
UPS’s stock trades on the New York Stock Exchange (UPS) and the company can be
found on the Web at www.UPS.com. To get UPS news direct, visit
pressroom.ups.com/RSS.

Notes to Editors

o UPS ABM series provides the latest insights into the changing opinions, attitudes and
habits of business leaders from the region’s small and medium sized enterprises.

e UPS ABM 2009 surveyed 1,200 decision-makers of SMEs between January 8, 2009
and February 27, 2009. Interviews were conducted by an independent research
organization, TNS, in Hong Kong using the respondents’ native language. SMEs are
defined as companies with fewer than 250 employees.

e Interviews were conducted in the following 12 markets: Australia (100), China (150),
Hong Kong (100), India (100), Indonesia (50), Japan (100), South Korea (100), Malaysia
(100), Philippines (100), Singapore (100), Taiwan (100), Thailand (100).

o Respondents were from a range of industries: automotive, electronics & electricals,
garments & textiles, gifts & housewares, healthcare & pharmaceuticals, timepieces,
jewellery & optical goods, toys & sporting goods, and others.

e The UPS Asia Business Monitor is available for download at www.ups.com/abm

HH#
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APPENDIX 1

Plans to Sustain Business and Fight the Effects of a
Global Economic Recession — China

G What contingency plans do vou have in place to sustain business and fight the effects of a global econarmic recession?

Diverzify andfor explore mew
revenue lines

Feduce othercosk (rent, utilities,
miscellanzous, eto)

Tightzn cash management flow wia
strict credit contral and caollection
plans

Change the business model

F educe staff costs (downs e, payw
cats, et

Mo plan

APPENDIX 2.

29%

Perception of Supply Chain Management

2. Do you see supply chain management as: SC

Regional 20%
Anztralia 9% 12 % - EES

China 5%

Hong Kong

Indiz

Indonesia

Japan 32% 18% 12%

South Kores

Malaysia

Philippines
Singapore 3% 0%
Taiwen 5%

Thailand

16%

10°%

16%

(I

W AMeansto cutcost
W Amethod for qualitya ssurance
mAwayofprotecting oo nsumers
Amean s to mainain contral through wsibiltyofth e zupply chain
W Ameansto forecast demand
M Mot a necessityto business sucoess



DRAFT

APPENDIX 3

Changes in Supply Chain Practices

2. wWhich of the fallowing staterments best describes the changes that vou will make to wvour supply chain practices in
the current ecanomic conditions? SC
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Indon esia
Jdapan
South Korea
Malaysia
Philippines

Singapore a%

T aivwan %

T hailandd 41 7% £9 E 147%
WFocus simplyon reducing rans poration and disti bution co sts
WThare iz no change in our=supply chain practices
Shift =upplychain operations clo=ser to inal destination
mEhiftair feightto oczan feight
WEhiftespress shipments to air feight

APPENDIX 4

Contributions & Obstacles to SME Competitiveness
— China

Q. How impartant are each of the following factors in contributing to SME competitiveness in your country?
G, Wyhich of the following factors do you considerto be lacking and which therefore are obstacles to SME
competitiveness inyour country?
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APPENDIX 5

Government Focus — China

1. Which of the following aspects should your government focus on to help small and mediom businesses to hecome
moare campetitive? MC

Better access to capitall finandngs
loans for SMEzs

E ducation and training
Taxes/!tariffs

Research and development
Buresucracy! regulations
hore fexble labour lswe

In formation ! guidance

Transpo infrastructure

APPENDIX 6
SME Competitiveness — All Markets

. How would yau rate SMEs in each of the follewing countries comparad with SMES in yaur own cauntry? Please rate
an a scale of 1 to 5, where 5 equals "much mare competitive than my own countny™ and 1 equals "much less competitive
than my own cauntry™?
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Top 2 boxfigues:
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APPENDIX 7

Time Frame of Global Economic Recovery

When do you think the global economy will recover? SC

100%
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1
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20%
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Korea

16%+46%+16%=78%

= 2009 2010 2011 2012 m Beyond 2012

Base : Asia Pacific in 2009

+/- : Significant difference versus Total (at 95% confidence level)

APPENDIX 8

Issues Perceived to Lead to Economic Recovery
- By Markets (1/2)

Q11 What would it take for your country's econory to recover? MG
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APPENDIX 9

China: Boost or Threat? — Trend since 2005
— All Markets

QGa. Doyou consider the growing predominance of China to be a threat andfor a boost to business inyour own country? SC
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APPENDIX 10

Q2. 0n & scale of 1 10 9, where 9 equals "much better" and 1 equals "much worse”, dayou thinkyour camparny's averall
prospects in 2009 will be better, warse ar about the same as 20087 SC
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APPENDIX 11

Prospects for Trade Growth from 2006 to 2009
— China

Q4. 0nascale of 1 to 5, where & eguals "grow strongly and 1 equals "decline strongly”, how do you rate the prospects
for valume oftrade growth between your country and the following in 20097

Tap two box %
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APPENDIX 12

Government Focus - Regional

2. Which ofthe following aspects should your government focus on to help small and medium husinesses to hecome
mare competitive® MC

Better access to capitalf financng!
loans far SMEs

Education and training
Research and development
Taxes! tariffs

Bureaucracy! regulations
More fexble labour lawe
Informations guidance

Transpor infrastructure
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APPENDIX 13

Biggest Growth Opportunity — All Markets

Given the current global economic condition, what is the single biggest growth opportunity you can think of? SC

Moving to higher value-added products
and services

Exploring new markets

Strengthening the workforce with good
talent

Forging new business ventures,
acquisitions or partnerships

Optimising operations and production

Revamping the brand image of the
company or product

Optimising the supply chain

Relocating company operations to
different or better locations

Base : Asia Pacific in 2009

Plans to Sustain Business and Fight the Effects of a
Global Economic Recession — Regional

@12 What contingency plans do you hawve in place to sustain business and fight the effects of a global economic
recession?

Tighten cas h management flow via
strict credit contral and eollection
plans

Reduce other costs (rent, ufilities,
mis cellaneous, ete)

[ iversify andfor explore nev
revenue lines

Reduce staff costs (dawrsize, pay
cuts, et

Change the business model

Mo plan
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APPENDIX 14

Perceptions of Economic Growth in Next 12 Months For
Asia Pacific

Q1. Onascale of 1to 5, where 5 equals "grow strongly” and 1 equals "decline strongly”, how do you rate the prospects
for economic growth across the region in 20097 SC

Top 2 box score for Asia Pacific region: 15%
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