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MasterCard Worldwide
A Global Knowledge Leader

MasterCard Worldwide is widely recognized as a
knowledge leader around the world. Over the years,
the global payment solutions company has devoted
extensive resources to developing a deeper under-
standing of the payments card markets and the busi-
ness and economic environment through surveys and
independent research studies. Some of these initia-
tives include the MasterCard Worldwide Index of Con-
sumer Confidence, MasterCard Worldwide Index of
Women's Advancement, MasterCard Worldwide Cen-
ters of Commerce, MasterCard Worldwide Index of
Consumer Purchasing Priorities, MasterCard World-
wide Index of Consumer Resilience and MasterCard
Worldwide Index of Consumer Spending Capability.
Today, these MasterCard offerings are much sought
after by analysts, academics and decision makers in
financial institutions, government agencies and multi-
national organizations.

Launched in 1993, the MasterCard Worldwide
Index of Consumer Confidence has proven to be an
excellent barometer of the general consumer pulse in
Asia/Pacific. The twice annual survey analyzes prevail-
ing consumer perceptions of economic conditions for
the next six months. Its insights into the dynamics of
consumer sentiment, and the market paradigm deliver
value to a variety of audiences, including customers
and business partners.

In 2003, MasterCard established the MasterIntelli-
gence Knowledge Panel comprising leading econo-
mists and business strategists from China, Hong
Kong, India, Japan, Korea and South East Asia. In
2006, it was expanded to become a global knowledge
panel, which now conducts research and provides
insights on the economic and business environment
globally. The panel is headed by Dr. Yuwa Hedrick-
Wong, Economic Advisor, MasterCard Worldwide. In
2009, an African Knowledge Panel was established.
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Today, MasterCard continues to demonstrate its
commitment by not only adding value with cutting
edge research but also through sharing knowledge in
new areas. Its knowledge leadership is well recog-
nized and unrivaled.
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Online shopping has taken
a lead in South Korea and
China with 85% and 84%
of respondents citing that
they use the internet to
shop online.

Consumers in China are
most likely to make a
purchase online within the
next 6 months, according
to 93% of respondents.

Asia/Pacific, Middle East and
Africa Online Shopping Study 2010

The results of the index show the gap in online
shopping is closing in the Asia/Pacific, Middle
East and Africa (APMEA) region; last year we
saw a huge spike with India and Thailand jump-
ing in terms of their increasing ease of shopping
online, bringing them close to numbers for
some of the more mature markets like China,
Singapore, Hong Kong and Malaysia. While
scores in India and Thailand have stabilized
since last year, this year we see a jump in mar-
kets like China and Malaysia.

Markets like South Korea, Australia, New
Zealand and Taiwan— already well-established
in online shopping— have also stabilized and
continue to maintain a lead over other markets.
Japan is an exception which has interestingly
shown a continuous decline in its propensity for
online shopping since 2008. The drop is primar-
ily due to more people seeing their preference

Table 1. APMEA Regional Online Shopping Index

to shop in-store and to look at the physical
product as a barrier to online shopping, fewer
people perceiving online shopping as conve-
nient and fewer people disagreeing that they
feel insecure shopping online.

The index score was based on the following
questions:

» For what purposes do you usually use the
internet?

How likely is it that you will make an
online purchase in the next 6 months?

Proportion of those who did not state
‘prefer to shop in-store, to look at the
physical product’ as a reason for not pur-
chasing anything online in the past 3
months

 To what extent do you agree or disagree
with each of the following statements:

1. It is convenient to shop online

2.1 do not feel secure shopping online

65 65

South Korea 63
Japan 57 62 70
New Zealand 54 55 -
Australia 52 51 51
Taiwan 51 52 -
UAE 47 44 43
Malaysia 44 33 -
Singapore 40 40 36
China 38 30 25
Thailand 34 33 25
India 32 31 21
Hong Kong 29 30 25
Indonesia 17 = =
Philippines 12 12 -
South Africa 8 8 8
Global Index 36 33 28
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A brief note on the weighting methodology used for the Online Shopping Index

Market Index Scores

The Market Index scores were weighted by
internet penetration statistics for each of
the markets. These statistics were primarily
based on data from Euromonitor Interna-
tional, United Nations, Department of Eco-
nomic and Social Affairs, Population Divi-
sion, but some calibrations were also done
for certain markets using some secondary
sources:

« In many Asian markets, we know that
there is a substantial difference in
internet penetration in urban versus
rural areas. Therefore for markets hav-
ing a significant proportion of rural
areas, namely, China, India, Malaysia,
Philippines, Thailand and Indonesia,
we took into consideration urban
internet penetration rates, to ensure
that their internet penetration did not
get unduly deflated to the significant
rural base.

« Further, we know that our sample,
which is based on a self-selected
panel of respondents, are more
skewed towards Tier 1 cities and cor-
responding urban areas. Therefore, in
markets such as China and India, we
calibrated the internet penetration
rates to adjust for the higher penetra-
tion found in higher-tier cities.

Regional Composite Score

To compute the regional score, the Market
Index Scores were multiplied by the urban
population in the respective market (based
on Euromonitor scores) and then added up.
This figure was then divided by the total
urban population across all the markets cov-
ered, to provide the regional composite
score for the respective year.

Online Shopping and Purchase Intent
Leading markets for online shopping:

» South Korea (85%), China (84%) and
Japan (75%) continue to lead the way in
terms of being the most likely to access
the internet for online shopping.

» They also led in terms of the number of
items purchased online in the last three
months

« China averaged 5.6 items, up from 5.1
items in 2009

« South Korea and Japan remained stable in
the number of items purchased at 5.9
items and 5.1 items respectively

« China, South Korea, India and Thailand are
also the most likely to make a online pur-
chase in the next six months:
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Some of the other markets, like India and
Thailand, who showed huge spikes last year are
seeing continued moderate growth in 2010:

« India is up to 67% in 2010 from 54% in
2008

« Thailand up to 67% in 2010 from 43% in
2008

But the biggest story is Malaysia, which is
now comparable to Australia in terms of intent
to make a purchase online in the next six
months as well as accessing the internet for
online shopping.

In both intent to
purchase online in the

next six months as well
as indicating that they
frequently access the
internet for the purpose
of shopping, Malaysia
has surpassed Australia.
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In China, the percentage
of people stating that they
preferred to shop in stores
so that they could see the
actual product has
decreased markedly— 58%
gave this reason in 2009,
but only 34% in 2010.

Table 2. How likely is it that you will make
an online purchase in the next 6 months?

Table 3. For what purposes do you usually
use the internet?

Percentage saying
“online shopping”

China 93% South Korea 85%
South Korea 86% China 84%
India 86% Japan 75%
Thailand 83% Thailand 67%
New Zealand 79% India 67%
Taiwan 78% Taiwan 66 %
Singapore 75% Singapore 64%
Malaysia 74% New Zealand 59%
South Africa 73% Australia 58%
Australia 72% Malaysia 55%
UAE 69% South Africa 51%
Indonesia 68% Hong Kong 49%
Hong Kong 65% Indonesia 44%
Japan 62% UAE 42%
Philippines 49% Philippines 27%

In 2009, the markets that were the least
likely to access the internet for online shopping
were the UAE (29%), Philippines (30%) and
Malaysia (33%). While the Philippines is still low
(27%), this year we are seeing a big jump in the
percentage of people accessing the internet for
shopping in Malaysia and UAE:

« Malaysia is up to 55% in 2010, from 33%
in 2009

« UAE is up t0 42% in 2010, from 29% in
2009

The future outlook for these markets looks
good as well, with 69% of people from UAE
(compared to 62% in 2009) and 74% from
Malaysia (versus 54% in 2009) saying that they
are likely to make an online purchase in the
next six months.
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It seems that in terms of future plans how-
ever, some of the more mature online shopping
markets— Australia and Japan for example, are
actually showing declines in their likelihood to
make an online purchase in the next six
months.

» Japan is down to 62% from 85% in 2008

« Australia is down to 72% from 84% in
2008

This is despite the fact that there is still a
high percentage of respondents who access the
internet for online shopping.



Barriers and Bridges to Online Shopping
Among respondents who haven’t purchased
anything online in the last six months, security
still seems to be the primary reason, with 49%
of respondents indicating that they are “not
sure that making transactions online is secure or
safe.” 69% of respondents suggest “enhance
payment security, improve users’ confidence in
online transactions” as a way to improve online
shopping.

In Singapore, China, Malaysia and Thailand
we are seeing the concerns around security
being mitigated over time. In these markets
there was a substantial decrease in respondents
who do not feel secure shopping online:

« China went down to 35% from 44% in
2009

» Singapore went down to 29% from 37%
in 2009

« Thailand went down to 45% from 54% in
2009

+ Malaysia went down to 40% from 48% in
2009

In China in particular, we see a substantial
decrease in the number of people who cited
preferring ‘to shop in-store, to look at the phys-
ical product’ as reasons for not purchasing
online— from 58% in 2009 to 34% in 2010.
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Table 4. To what extent do you agree

or disagree with the following statement:
“1 do not feel secure shopping online”
(Top two box scores)

Hong Kong 40%
China 35%
Australia 29%
Singapore 29%
South Korea 43%
Japan 34%
India 48%
Thailand 45%
UAE 45%
South Africa 34%
Malaysia 40%
New Zealand 24%
Taiwan 41%
Philippines 41%
Indonesia 46%

In Singapore, China,
Malaysia and Thailand,
there has been a
substantial decrease

in concerns about the
security of shopping
online.



Table 6. To what extent do you agree or
disagree with the following statement:

Table 5. What are the reasons for not
purchasing anything online in the past 3
months? “Prefer to shop in-store, to look "It is convenient to shop online”
at the physical product” (Top two box scores)

Hong Kong 61% Hong Kong 57%
China 34% China 83%
Australia 46% Australia 71%
Singapore 59% Singapore 72%
South Korea 46% South Korea 81%

The percentage of
respondents who stated Japan 38% Japan 75%

that goods are much less

} . India 55% India 71%
expensive online grew

from 46% in 2008 to 53% Thailand 58% Thailand 77%

in 2010.

UAE 58% UAE 58%

South Africa 60% South Africa 79%

Malaysia 55% Malaysia 67%

New Zealand 39% New Zealand 76%

Taiwan 52% Taiwan 77%

Philippines 57% Philippines 64%

Indonesia 56% Indonesia 55%

There is a slight increase in the number of
people going online to shop for bargains. Over-
all, the percentage of respondents who said
that ‘most goods are much cheaper online than
offline” went up from 46% in 2008 to 53% in
2010. This is most pronounced in China (where
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it went up from 78% in 2009 to 82%), UAE
(where it went up from 37% in 2009 to 48%)
and South Africa (where it went up from 34%
in 2009 to 41%,).



Categories of Online Shopping:

Airlines, online gaming, events ticketing, and
music downloads and books are still the cate-
gories in which people spend the largest per-
centages online.

Table 7. What is the proportion of your offline vs. online shopping
for these merchant categories in the past 3 months?

Categories (Percentage Online) “

75 h

Airlines 73
Online Gaming/Virtual World Sites 68 73
Music Concert or Performing Arts Ticketing 67 63
Music Download (e.g. iTunes) 66 70
Books/CDs/DVDs 62 57
Hotels 62 63
Travel Agents 58 57
Cinema 55 49
Retailers for Clothing and Accessories 51 44
Home Appliance and Electronic Products 50 39
Baby Products 50 N/A
Restaurants/Home Delivery of Meals 44 38
Supermarket/Superstores 40 33

However, we are seeing a substantial
increase in the percentage of online spending in
historically “touch and feel’ categories such as
restaurants or supermarkets.

The increased statistics around online super-
market shopping is especially pronounced in
markets like:

« China went up from 27% to 33% online
(from 2009 to 2010)

+ India went up from 39% to 46%

« Japan went up from 17% to 47%
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« South Korea went up from 39% to 50%
« Singapore went up from 24% to 32%
« Taiwan went up from 48% to 61%

Notably, when it comes to actual websites
visited in the past 3 months, it appears that
home appliances and books/dvds are more
often visited, suggesting that that people look
for these online but end up purchasing them
elsewhere, or else not at all.

e

G

Just as in 2009, the
purchase of airline tickets
is the category that
captured the greatest
percentage of online
spending in 2010.



The number of people

reporting that they access
the internet with their
mobile phones more than
doubled in just one year—
from 8% in 2009 to 19% in
2010.

Table 8. Which of the following merchant websites have you visited in the past 3 months?

Top L (Percentage) “m 2008

Home Appliance and Electronic Products
Books/CDs/DVDs 41 41 42
Cinema 40 41 34
Airlines 39 39 42
Retailers for Clothing and Accessories 38 40 40
Music Download 37 37 34
Supermarket/Superstores 32 42 29
Online Gaming/Virtual World Sites 32 29 N/A
Restaurants/Home Delivery of Meals 29 29 N/A
Travel Agents 29 24 30
Hotels 29 28 29
Music Concert or Performing Arts Ticketing 17 14 16
Baby Products 12 N/A N/A

Internet Access

We see an increase in percentage of people
accessing the internet via their mobile phones:

+ 19% of respondents say they access the
internet from their mobile phone versus
8% who indicated that last year

« Leading the charge in the Asia region in
terms of mobile internet access are South
Africa (39%), Singapore (33%), India
(25%), Malaysia (20%), Thailand (20%),
and UAE (20%)

The percentage of respondents who access
the internet via Wi-Fi has also increased from
15% in 2008 to 31% in 2009. In UAE this more
than doubled— from 28% in 2009 to 57% this
year.
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Ethical Spending

70% of respondents across Asia have pur-
chased items in the last 2-3 years because they
were based on fair trade principles, up from
66% last year.

« This is especially pronounced in Thailand
(95%), Malaysia (85%), and China (86%)

+ China and South Korea lead in terms of
making these types of purchases online
(68% and 81% respectively)

Respondents are generally willing to spend
more for ‘responsible products,’ i.e.:

+ 61% said they are willing to spend more
for products that are environmentally
friendly

» 55% said they are willing to spend more
for products based on fair trade principles



« 56% are willing to spend more if they
know that a percentage will be donated
to a good cause

The most cited reason for making a pur-
chase online was choice:

« For those who purchased online for prod-
ucts that are environmentally friendly,
58% said it was because there was more
choice online

« For those who purchased online for prod-
ucts based on fair trade principles, 60%
cited the same reason

« For those who purchased online for prod-
ucts where a percentage was donated to
a good cause, 50% cited the same rea-
son.

Q4 2010

Environmental-friendliness
is an advantage when
selling online in the
Asia/Pacific, Middle East,
and Africa regions— 61%
of respondents indicated
that they are willing

to spend more for
eco-friendly products.



MasterCard Worldwide Insights

Ongoing research and analysis on global economic
dynamics, business conditions and public policy challenges

For additional copies of Insights or for additional infor-
mation contact Ms. Georgette Tan, MasterCard Worldwide
at georgette_tanemastercard.com or you can visit
www.masterintelligence.com

2004
Second Quarter 2004

Focus on Korea— An Examination
of Korea's Consumer Debt Bubble

Focus on Hong Kong— Hong Kong’s Rapid Rise
in Personal Bankruptcy

Benefiting from the Synergy Between
Travel and Retail

Towards a World-Class Payment Card System
in China

Estimating the Social Cost of Cash—
Thailand and Malaysia

Third Quarter 2004

How the Consumer Debt Bubble in Korea
Could Have Been Avoided

How Comprehensive Positive Credit Reporting
Could Enhance Capital Productivity in Australia

The Cost of Cash in Japan

Fourth Quarter 2004

Credit Card Outstanding and Household
Debt— Myth and Reality

2005

First Quarter 2005

A Challenging and Promising Future:
Potential Impact of Low Cost Carriers
in Asia/Pacific

Shocks, Resilience and Consumer Confidence
in Asia/Pacific— 2003-2005

Women Travelers of Asia/Pacific—
A New Powerhouse

Thailand’s Consumer Market— The Next 10 Years
of Rising Prosperity and Sophistication

Second Quarter 2005

The Future of Malaysia‘s Consumer Market—
Dynamic Transformation and Rising Affluence
Taiwan'’s Future Consumer Market—

Achieving Maturity

Women Consumer Market in Australia—
Uniquely Australian

Can Asia/Pacific Stand Alone Economically
and What Could Happen in the Next US
Economic Downturn?

10 MasterCard Worldwide Insights

Third Quarter 2005

Chip Migration in Asia/Pacific—

The Payments Industry’s New Frontier
Women Consumer Market in Japan—
The Super-Aging Society

Kuala Lumpur as a Travel-Shopping
Destination

Women Consumers of Korea— Demographic
Trends and Women'’s Changing Roles

The Corporate Superpower of the 21st Century:
Synergy Between Chinese and Indian Business

Fourth Quarter 2005

Women Consumers of China—
The Powerhouse Within a Powerhouse

Rewards and Risks of Living in an
Inter-Connected World

The Future of Tourism in Asia/Pacific

2006
First Quarter 2006

The Changing Asian Banking Landscape:
Challenges and Opportunities

Benefiting from Globalization:
Lessons Learned From China

2006 Interest Rate Outlook in Asia and
Potential Impact on Consumer Spending
Second Quarter 2006

China’s Emerging Consumer Market—
A Geographical Perspective

10 Dynamic Trends Shaping
the Future Consumer Markets of Asia

The Interest Rate Outlook and Implications
for Consumer Banking in Thailand,
Indonesia and Malaysia

China and the New Global Economy

China’s Currency in the Global Currency Market—
Challenges of Asymmetry

Third Quarter 2006

Visions of the Future— Perspectives
of the Young Elite of Indonesia

Vietnam's Economic Future
and Banking Sector Implications

The Heart of Commerce:
Driving Global Business
Fourth Quarter 2006

Global Economic Resilience:
Five Years After 9/11

Visions of the Future— Perspectives
of the Young Elite of Thailand

Asian Economic Integration:
Prospects and Business Implications



2007
First Quarter 2007

The Sun Also Rises: Japan’s Long Term Growth
Prospects and Regional Implications

Myths and Reality of Household Debt in Korea

Interchange Regulation: Lessons Learned
From RBA Intervention in Australia

Real Costs of Foreign Currency Transactions

Second Quarter 2007
Understanding the Affluent Consumers of China

Household Debt in Taiwan: An Analysis
of the Consumer Debt Crisis

Small-Medium Sized Enterprises in Singapore
Women Entrepreneurship in Singapore

An Analysis of Household Debt in Singapore—
Past and Future

Worldwide Centers of Commerce Index™
The Dynamics of Global Cities and Global Commerce
Asia/Pacific 10 Years After the '97 Crisis

Third Quarter 2007

MasterCard Worldwide Index of China’s Affluents—
Discretionary Spending and Lifestyles

The Demand for Luxuries in Asia/Pacific

Fourth Quarter 2007

China and Sustainable Economic Growth—
Outlook for the Next 15 Years

Dynamic Drivers of China’s Consumer Market—
the Middle Class, Modern Women and DINKs

The Future of Consumer Credit in Indonesia

2008
First Quarter 2008
Brand Preference of the China Affluent

Urbanization and Environmental Challenges
in Asia/Pacific, Middle East and Africa—
Ranking of Worldwide Centers of Commerce

China’s Dynamic Consumers— the Young Singles

Second Quarter 2008

Trade and Economic Growth in Asia: The Paradox
of Globalization and Decoupling

Shocks and Resilience— Hong Kong's Dynamic
Household Credit Market

Worldwide Centers of Commerce Index™

Third Quarter 2008

Online Shopping in Asia/Pacific— Patterns, Trends
and Future Growth

The CDI-MasterCard Worldwide Index
of Emerging Urban China— The Pearl River Delta Region

Q4 2010

Fourth Quarter 2008

MasterCard Worldwide Worldwide Centers of Commerce
Index:™ Emerging Markets Index

Global Economic Crisis and
Consumer Confidence in Asia/Pacific

Saving and Expenditure in Asia/Pacific:
Consumers’ Priorities

2009

First Quarter 2009

Global Crisis and Consumer Confidence, Savings,
and Spending Priorities in Middle East and Africa

Post-Crisis China: Saving and Consumption Dynamics
Credit Cards as the Optimal Way to Pay: A Cost/Benefit
Analysis from the Consumer Perspective

Second Quarter 2009

India’s Past and Future Economic Growth

Economic Crisis and Preference for Online Shopping
in Asia/Pacific, Middle-East, and Africa

Consumer Confidence and Recovery Prospects in
Asia/Pacific, Middle-East, and Africa

Third Quarter 2009

Networked Cities in Asia/Pacific, Middle East and Africa
Government Stimulus and Consumer Response in China—
Implications for Future Growth by Yuwa Hedrick-Wong
Global Recession and the Middle East— Perspective from
the Europe Linkage by Yuwa Hedrick-Wong

Fourth Quarter 2009

Changing Perceptions of Foreign and Domestic Financial
Institutions in China

2010

First Quarter 2010

Africa 10/21: The Ten Markets in Sub-Sahara Africa That
Will Lead the Transformation of the Continent in the 21st
Century; Part A

Consumption Trends in the US and China: Prospects of
Rebalancing the Global Economy by Yuwa Hedrick-Wong

Second Quarter 2010

Growth Prospects of Australia and New Zealand in the
Post-Recovery Global Economy by Yuwa Hedrick-Wong
The New “Animal Spirits” in India’s Economy and How

it will Change India’s Growth Trajectory by Yuwa Hedrick-
Wong

Consumer Spending Outlook in Asia/Pacific

Africa 10/21: The Ten Markets in Sub-Sahara Africa

and Their Engagement with China and India in the
21st Century; Part B



www.mastercardworldwide.com

«

MasterCard

©2010 MasterCard Worldwide



