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INFRASTRUCTURE-AS-A-SERVICE (IAAS) IN CHINA

According to Ministry of Industrial and Information Technology (MIIT), the cloud market is expected to grow at a
2018-2022E Compond Annual Growth Rate (CAGR) of +32%, reaching RMB 290bn (US$41bn) in 2022 in China.
Public cloud is estimated to reach a 60% share of the total cloud market by 2022 from 40% in 2018.

Within the cloud market ecosystem, infrastructure-as-a-service provides the most fundamental basic services,
including server/storage, networking and Information Data Centre (IDC) / Content Delivery Networks (CDN) services
for users. IAAS accounts for the majority share of the public cloud market at roughly 62% in 2018 or Rmb 27bn. This
service’ business model is pay-as-you-go which offers users/consumers the benefit to reduce capex and to operate
more efficiently and with more flexibility. IAAS service providers can either build and self-operate data centers or

lease from third party vendors.

As of 2Q19, the public Infrastructure-as-a-service (IAAS) market was dominated by top Internet players such as
Alibaba and Tencent, taking 42% and 12% market share, followed by China Telecom, and Huawei with 9% and 7%
market share respectively. As of the 3Q19, AliCloud and Tencent cloud was still growing at 64% and 80% year over
year respectively, showing no sign of slowdown. In the private cloud sector, traditional network providers such as

Huawei, ZTE, H3C, Inspur, Sugon, China Telecom, China Unicom, Wangsu continue to dominate the market.
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MARKET SHARE IAAS MARKET BY REVENUE IN CHINA
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GROWTH DRIVERS OF IAAS MARKET

Shift from private cloud to public cloud and digitization of enterprises and government entities are key drivers supporting

cloud computing market growth in China.

Since a decade ago, Chinese Internet companies have been expanding rapidly in the public cloud market by investing
heavily in technology and building out the infrastructure. Trough economics of scale, service providers could cut price,

which triggered price elasticity which calls for more users adoption and more consumption per user.

China’s IT service spending is a mere 3.9% of global IT spending in 2018 while the country’s GDP share in global GDP
is as much as 15.7%. In fact, the pace of growth of IT service spending in China has experienced acceleration especially
over the past three years thanks to the faster development of the infrastructure as a service industry coupled with rising
enterprise users awareness and general acceptance for cloud computing services. Lastly, government policy supports

also served as an invisible hand pushing the technology penetration to a higher level.

In the next few years, infrastructure-as-a-service market growth is expected to continue to deliver strong growth to
eventually normalize to similar pace as data traffic growth. According to Cisco VNI report, data traffic is expected to grow
+25% CAGR over 2016-2021to over 20 ZB. Interestingly not captured in this estimate is the development of 5G which is

expected to drive more data traffic. As such, it remains challenging to quantity the ceiling of the market potential.
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IT SPENDING PER COUNTRY
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Disclaimer

This document contains the opinions of Mirae Asset Global Investments (HK) Limited (“MAGIHK”) and is intended for your use only.
It is not a solicitation, offer or recommendation to buy or sell any security or other financial instrument and shall not constitute any

form of regulated financial advice, legal, tax or other regulated service. Information contained herein has been obtained from sources
believed to be reliable, but is not guaranteed. MAGIHK makes no representation as to their accuracy or completeness and therefore do
not accept any liability for a loss arising from the use of this document.

All Investments contain risks. Forecasts, past information and estimates have certain inherent limitations. Statements concerning
financial market trends or portfolio strategies are based on current market conditions, which will fluctuate. There is no guarantee that
these opinions are suitable for all investors and each investor should evaluate their ability to invest for the long term, especially during
periods of downturn in the market. Outlook and strategies are subject to change without notice.

Past performance is not a guarantee or a reliable indicator of future results. Before making any investment decision, investors should
read the applicable fund prospectus for details and the risk factors. Investors should ensure they fully understand the risks associated
with the applicable investment and should also consider their own investment objective and risk tolerance level. Investors are advised
to seek independent professional advice if in doubt.

This document is issued by MAGIHK (Licensed by the Securities and Futures Commission for Types 1, 4 and 9 regulated activities under
the Securities and Futures Ordinance). This document has not been reviewed by the Securities and Futures Commission and no part of
this publication may be reproduced in any form, or referred to in any other publication, without express written permission of MAGI HK.
Copyright 2020. All rights reserved.
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