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NAND Demand
To evaluate demand trends and order levels
of NAND flash in mobile phones, and to
assess NAND pricing and preferences,
commissioned

~ Grassrootss™ interviews
with memory design specialists at handset
OEMs and ODMs in the U.S., Europe, Japan, Taiwan and
China. According to sources in Europe and Japan, NAND
is the preferred memory in current high-end handsets.
While NOR predominates in low-end phones, most sources
expect NAND usage to increase in this segment. Quarter-to-
quarter NAND orders were up 14%-50% among sources in
all countries surveyed in fourth quarter 2005. Most sources
anticipate year-to-year increases of 20%—67% overall in
2006. As to pricing, sources in Europe, Japan and China
expect quarter-to-quarter NAND prices to be flat to down in
first quarter 2006. Overall in Qu arter-to-quarter
2006, sources expect year-to-
year prices to drop an average
10% in Europe and China as
well as an average 50% in
Japan. Meanwhile, in Europe,
Taiwan and China, most
customers prefer external
handset memory, while most
customers in the U.S. and Japan prefer embedded memory.
Throughout most countries surveyed, sources said Samsung
and Toshiba are the preferred NAND suppliers, followed

by Hynix.

14%-50% in fourth
quarter 2005 among

surveyed.

Electrical Appliances in China
— To determine preferred retail distribution
ﬁ#—g‘?ﬁ formats among electrical  appliance
§i » @ manufacturers and to examine the
competitive landscape in the electrical-
appliance retail market, Grassrootss™
commissioned sales managers at electrical appliance
manufacturers in China. According to sources, the average
breakdown of distribution channelsis 45% specialized chains,
18% hyper- and supermarkets, 9% shopping malls and 28%
other channels — such as IT stores, telecommunications
stores and sales agents. In the past 12 months, sources
reported that specialized chains gained 5%—10% in shipments

NAND orders were up

sources in all countries

from major electrical appliance manufacturers, mainly due
to fast distribution network expansion. Looking ahead, most
do not expect the current distribution breakdown to change
in the next 12 months. Meanwhile, sources said that profit
margins through specialized chains reportedly are shrinking
due to increasing distribution costs, although it is still
the preferred distribution
channel due to its large
sales volume. According to
sources, the key advantages
of specialized chains are
wide network coverage,
large sales volume, and
strong promotional and ad
campaigns. Its disadvantages include high costs and keen
competition. Gome and Yongle (China Paradise) are the
preferred retailers among sources at specialized chains,
followed by Suning and Dazhong.

Most sources do not
expect the current
distribution breakdown
to change in the next
12 months.

IMAX Theaters
Interviews with IMAX cinema patrons
in China and India revealed that 94% of
sources in China watched five or fewer
movies in the IMAX format in the past year
(vs. 77% for standard-format movies), 5%
watched 6-10 (vs. 15%) and 1% watched more than 10
(vs. 8%). In the next 12 months, 78% of sources in China
expect to watch five or fewer IMAX movies (vs. 61%
standard-format), 17% expect to watch 6—10 (vs. 30%) and
5% expect to watch more than 10 (vs. 9%). In India, 77% of
sources watched five or fewer movies in the IMAX format
in the past year (vs. 15% for standard-format movies), 20%

watched 6-10 (vs. 20%) In China, 94% of

and 3% watched more tched fi
than 10 (vs. 65%). In the | °OUrCes walchediive
or fewer IMAX movies

next 12 months, 68% of

sources in India expect in the past year, while
to watch five or fewer 506 watched 6-10
IMAX movies (vs. 13%), .
22% expect to will watch IMAX movies.
6-10 (vs. 19%) and 11%
expect to watch more than 10 (vs. 68%). Meanwhile, the

average price of admission for IMAX movies in China is 22%
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more than that of standard-format movies vs. 69% more in
India. Seventy-three percent of sources in China feel IMAX
movies are worth the higher price vs. 62% in India. As to
the viewing experience, 78% of sources in China rated
IMAX movies better than standard-format movies, vs. 87%
in India. When sources were asked what types of movies
they would like to see more of in the IMAX format, the top
three answers were action movies (25%), mysteries (22%)
and documentaries (21%).

Motorcycle Market in Indonesia

— To evaluate the demand for Japanese
R motorcycles in Indonesia, Grassroots™
commissioned interviews with sources
at large dealerships for Honda, Suzuki
and Yamaha motorcycles in Indonesia.
Although second and third quarter are traditionally the
strongest for motorcycle sales, third quarter 2005 sales
decreased an average 6% year-to-year and an average 9%
quarter-to-quarter, while fourth quarter sales decreased an
average 26% year-to-year and an average 26% vs. second
quarter among sources. Most sources said that sales were
below expectations and attribute the drop to Indonesia’s
worsening economic conditions as well as seasonal
factors. Looking ahead, most
expect sales decreases to
continue in 2006. Those
sources expecting increases

decreasing sales
to Indonesia’s

cited  factors  including Worsening economic
employment rates, bank ..

. : conditions as well as
interest rates and increased

incomes. Meanwhile, an seasonal factors.

average 60%-80% of sales

are financed. Several sources cited rising interest rates as
the main reason for customers to opt out of financing. In
addition, most sources said that, in 2004, leasing companies
offered low down payments, easier terms of payment and

Most sources attribute

ROM

other bonuses, while in 2005, leasing companies were
more strict. As to the bestselling models in 2005, sources
cited Suzuki Shogun, Honda Supra X 125D and Yamaha
Jupiter MX. The Yamaha Mio and Yamaha Jupiter MX 135
are the expected bestsellers for 2006. At the same time,
sources reported that models with a two-stroke engine do
not sell well, as customers anticipate stricter governmental
regulations surrounding their use.

Asthma Treatments

To gauge whether a November FDA alert
on GlaxoSmithKline’s Advair (fluticasone
plus salmeterol) and the associated
proposed label changes will affect doctors’
prescription patterns for the widely
used asthma treatment,
Grassroots™ commissioned
interviews with  doctors
throughout  the  U.S,,
including pulmonologists,
family and general
practitioners, pediatricians, and internists. Most physicians
expect no change in their prescription habits or those of
their peers as a result of the risks outlined in the FDA alert.
However, some generalists and one pulmonologist will
reduce or stop their use of Advair. A few pulmonologists
suggested that the drug has become overprescribed by
generalists. Meanwhile, those sources not inclined to change
their use of the drug said that the information on which
the alert was based is old, that Advair is safe and effective,
or that the importance of the issue is being overstated. A
few also noted that the timing of the alert is unusual. At
the same time, about one-fourth of sources said the alert
is a valuable one. As to Advair’s primary advantage over
other asthma treatments, sources reported that its delivery
mechanism is more convenient and helpful in improving

Many sources said
that Advair is safe and
effective, despite the
FDA alert.

patient compliance.
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