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Relative sizes of the world’s major economies
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Source: Financial Times, “Asia s giants take different routes”, 2005-02-22




China’s position in the world
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Largest potential market with 1.3 billion
Population: 1.30 billion consumers

Area: 9.6 million sq km World’s 4t largest economy with a
sustained high GDP growth

2nd biggest economy in purchasing power

Trade of over $1,422 billion (worldwide
No0.3)

Largest FDI destination

Population: 452 million
Area: 4.0 million sq km

Population: 1.05 billion
Area: 3.3 million sq km




Overtaking the Big Six
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When emerging markets’ GDP is expected to match or
exceed the GDP of six leading economies

UK Germany Japan uS

China
Italy France Germany Japan

India
Italy France Germany

Russia

Italy France Germany
Brazil

2000 2005 2010 2015 2020 2025 2030 2035 2040 2045 2050

Source: Goldman Sachs Global Economics Paper



Collectively rich, individually poor
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Economist 2006




Plenary session (...)
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China’'s 11t 5 year plan
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Main Principles
Focus changes from “growth rate” to “sustainable development”
Making growth cleaner
Using more technology
Based less on natural resources
From the “first get right theory” to “common prosperity”
Improvement of social security systems

Change the composition of demand, relying more on domestic demand and
less on exports and investment

Key Data
Maintain 8% annual growth rate from 2006 to 2010

Double per capita GDP by 2010 to US$ 1,700, China GDP to reach US$ 2.3
trillion

Reduce energy consumption by 20% per GDP unit by 2010
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Through relatively simple catch phrases Deng secured
enormous popular support in relativating to the
economic importance of socialist doctrine.

“To getrich is glorious.”

“It doesnt matter if a cat is black or white, so long as it catches mice.”




China’s three economic regions
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Source:McKinsey Quarterly, “A guide to doing business in China”




Economic forecast by China’s central government
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Chinese government economic forecast 2006
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Plan Q1 2006 actual
GDP growth: 8% 10%
Consumer price index: 4.6% 1.2%
Growth rate of imports/exports: 20% / 20%  24.8%/26.6%
Urban job creation: 9 million 2.52 million
Urban unemployment: 4.6% 4.2%
Long-term construction T-bond: $60 billion --
Per capita growth in farm net income: 5% 11.5%
Retail sales growth: 12% 12.8%
Electricity consumption growth rate: 10% 11.81%
Total FDI (actual utilized): 10% 6.4%
Growth of fixed asset investment: 20% 27.7




GDP and labor distribution per industry
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Fixed asset and foreign direct investment
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[ Fixed assets investment ($ billion)
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Source: Ministry of Commerce of PRC; National Statistics Bureau of China



FDI plays a major role in China’s growth
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Construction related fixed asset investment
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Source: CEIC

Farming

2005 total fixed investment = US$ 1,094 biilion

Mining

Manufacturing Power, gas and Transportation  Real estate
water




China’s foreign trade in terms of enterprise ownershi
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2005 data

Foreign-funded enterprises . 31.2 . 19.4

Source: China’s Customs Statistics
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China GDP growth outlook
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Chinese government
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Source: National Statistics Bureau of China; Asia Development Bank; World Bank; Morgan
Stanley; China government goal from the 16th Communist Party Congress Report given by
Jiang Zemin

China government

vision for 2020

Quadruple 2000 GDP
to $4.5 trillion and
become the world’s 3™
largest economy
(implying 7.2%
growth/yr.)

Reach global trade of
$2 trillion per year

Reach 50% urbaniz-
ation from current 38%,
migrating an additional
200 mill. people to the
cities
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Major state infrastructure projects
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Projects Investment ($ bn)
South-north w ater diversion 61.7
Railw ay construction 2006 19.8
Beijing-Shanghai high-speed railw ay 14.8
West-east electricity transmission 12.1
West-east gas pipeline 19.8
Metro construction in 16 cities 61.7
Xiluodu hydro pow er development 6.2
Investment in the pow er system 2006 64.2
Infrastructure for 2008 Beijing Olympics 29.6
Wind pow er investment 2006-2010 3.0
Infrastructure development for 2010 Shanghai B 3.7

Total 296.7




Electric power consumption per capita
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Kwh/capita 2002
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Source: World Factbook 2002
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China to drive

long-term
demand growth




Power consumption: Cause and effect
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Manufacturing as share of GDP (2000)

Power consumption in TWh

and avg. GDP growth (1990-2000) (1950-2020)
35%

China Japan

Power consumption by sector (2005)

Agriculture Residential

Service

Manufacturing

Source: CEIC; Datastream; The Yearbook of the World Economy; BNP Paribas Peregrine; State Power

report (to be confirmed)

4500




Efficiency improvement to drive demand
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‘ GDP 2003 (uss$ trillion)

- Share of total world energy consumption

China Japan USA

Example: Electrical motors consume ca. 60% of industrial electricity
in China, but at efficiency 10-30% below western countries

Source: eia.doe.gov Japan country analysis January 2004; World Bank




Motor efficiency matters
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60% of industrial energy is used by motors
High efficiency spells lower energy consumption

For each US$ 1 spent to purchase a motor, US$ 100 are spent for
energy costs during its lifetime




ABB automation boosts productivity and energy efficiency

Fans Conveyors Winders Roller tables Spinning
Pumps Cranes Paper machine Offshore Ski lifts
Debarking drums Centrifuges Propulsion Drilling Decanters

© ABB (China) Limited - 25

Motors and drives save energy



Potential savings from efficient electrical motors
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The annual energy saving potential from improving the
efficiency of all electrical motors in Chinese industry

=19 billion kWh

Corresponds to annual power
consumption of 2.9 million households

Annual power consumption per
Chinese household of four is 6,560
kwWwh 1

1 CIA World fact book 2005




ABB’s Mission
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As one of the world’s leading engineering
companies, we help our customers to use electrical
power effectively and to increase industrial
productivity in a sustainable way.

Power and productivity for a better world




Total installed generating capacity
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Installed generating capacity (GW)
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Source: ABS Energy Research; ABB analysis




Power construction in China
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Largest power market 2006
by no. of consumers 80 GW additional installed capacity
(1.3 billion) 27,000 km new AC/DC transmission lines

138 million kVA new transforming capacity

Coming 11t 5 year plan

1,000 BRMB (US$ 125 bn) investment in power
plants, 215-245GW additional capacity

1090 BRMB (US$ 134 bn) investment in the
power grid




Annual steel output in China
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millions of tons

182

129 151

400*
340

273
222

China — world’s biggest
steel producer with more
than 2,000 steel enterprises
(newest reports >800)

* Estimated

10 steel makers produced >5M
tons each in 2005, accounting
for 35% of total output

By 2010, this is estimated to rise
to 50%; 70% by 2020




Growth in China's telecom market
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Number of mobile subscribers in China (millons)

2000 85

2001 145

2002 207

Year

2003 269

2004

2005

334

393
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Source: Ministry of Information Industry

350

400




China-based factories already produce ...
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70% of the world’s toys

60% of its bicycles

50% of its shoes

50% of its microwaves

33% of its televisions

33% of its air conditioners
25% of its washing machines

20% of its refrigerators

And cars? That will come ... Jinbel and Jiangling
were already at the 2005 car exhibition in Frankfurt




China consumer goods growth
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China’s competitive advantage
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A combination of four elements:
Well-educated workforce (millions of graduates every year )
Work hard for a better life
Large labor force at low cost
Large domestic market
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The Economist — May 2005
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ABB China today
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Competence for every customer
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Power Products and Systems in China
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Power Products Power Systems

Market leader in China, No. 1 or 2 in most products and
applications

Wide range of state-of-the-art products are being manufactured
with a high amount of local content




Automation Products and Systems in China
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Automation _
Products Robotics Process Automation

Strong and growing presence in metals, pulp and paper, utility
automation, and robotics

Well-established networks for distribution of standard products




ABB’s milestones in China

© ABB (China) Limited - 41

1907 1st steam boiler delivered to China
1974 1st China office in Hong Kong
1979 Permanent office in Beijing kit
. Changchun®
1992 1st manufacturing JV
1995 China holding company in Belijing Shenyang®
2003 Ranks among “top 10 Best Employers” Dalian®
2004 Major 3G orders Uruma Beijing®
2005 Add R&D Center and 5 new factories Hohhot T]I;rglr?: «Qingdao
2006 Robotics Global HQ moves to Shanghai iy
Xi'a@ Hefeu‘ Nagjing
)
Wuhane Hansggﬁgﬂlf
30 sales offices St wod
25 companlies B Fu%%%b:
8,500 employees Xiamen
G zh
$2.4 bn revenue (2005) y. ‘ggenzhen
$700 million investment in NEIpasy L 8’ Hong Kong
Zhongshan

China

Manufacturing units
Sales offices



ABB China - 4 phases of development

© ABB (China) Limited - 42

Opportunist
Pre-1993

Rapid expansion
1994-1998

Consolidation
and future
expansion
1998-2003

2nd wave
2004 ...

Few individual projects through
Hong Kong

Stepping up direct investments in China
by the establishments of JVs and WOFEs

Investment in management resources,
build-up of local sales and distribution
channels, participating in large projects,
iIncreasing export

Effective market penetration, taking advantage
of new opportunities arising from
WTO accession Full potential implementation




Strong and profitable growth ABB in China
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ABB revenues in China 1998-2005
(US$ millions)

814

603
233 381 470

2,000
1,800

01

2,400




ABB China has invested in both assets and people
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800 1

Total Investment* (MUSD)

9,000
8,000
7,000
6,000
5,000
4,000
3,000
2,000
1,000

*Investment = capital injection and major capital investments in existing JV's

Number of employees

92 9394 9596 979899 00 0102 03 04 05

B No. Employees

—— Productivity




ABB transformer factory in Chongqing

Largest single investment for ABB
in China, founded in 1998

2005: 800 employees

Focused on large power
transformers (up to 800 kV) and
shunt reactors
Capacity growth rate:

2003: 16,000 MVA

2005: 30,000 MVA

2007: 45,000 MVA
Current project: 12 units of

840MVA/500kV transformers for
Three Gorges power plant
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Strong local and international customer base
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ABB stands for quality in China
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25 companies

2 R&D centers

\

8,500 employees
$2.4 bn revenue (2005)
$700 million investment
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Development of sustainability in ABB China
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Corporate Social
Responsibility

Health & safety | Own and customer sites
management | Introducing OHSAS18001

Environmental | Sites
management | Implementing ISO 14001

Companies

Baselme,, Introducing TQM, TBM
management” | |mplementation of ISO 9001

1988 | 1996 1998 2000 2003 2005
15 1SO 9001 T T AntiTSARS L Tsunami donation,
certificate 151 1SO 14001 15t OHSMS donation New Great Wall fund,

certificate  certificate QEHS certified in BJ office,

in China in China 1st integrated OHS mgmt training
management system

25 1S0O 9001, 20 ISO 14001, and 17 OHSAS 18001 certificates achieved by Dec. 2005



Success factors (1/2)
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The ABB brand
“Early bird” to the Chinese market

Leading technologies without compromising
quality

Committed to share state-of-the art technology
Fast and high degree of localization

Extensive market coverage through in-house
sales network and multiple external channels to
market




Success factors (2/2)
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Highly motivated workforce, with employee
turnover rate of less than 5% vs 12% industry
average

Management control in all companies
Common vision with business partners

Long-term commitment to Chinese customers,
social development and the environment




China strategy: Five steps to profitable growth
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Organic growth: ca. 20% p.a. over next few
years

New investments: more than $100 mill. to
expand operations, start new engineering
centers and factories

Cost migration: localize more production,
global sourcing base for other countries

New R&D center in Beijing: drive local
innovation for Chinese customers

Develop local talent: hire 5,000 new
employees in China in the run-up to 2008

Note: Announced in October 2004.




ABB’s key accomplishments in China in 2005
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$2.4 billion in revenue (ABB’s
2"d largest market), 20% growth

More than 1,000 new employees

New R&D center in Beijing, with
a branch in Shanghai
Five new factories

High-power rectifier JV in Xian

Electric machine company in
Shanghai

Robotics production line in
Shanghai

Turbocharger JV in Jiangjin,
Chonggqing

Traction transformer JV in
Datong

Further upgraded and
expanded four facilities

Drives center in Beijing
Motor factory in Shanghai

Transformer factory in
Shanghai

High-voltage JV in Xiamen

Contributed to key projects, incl.

West development

Three Gorges

Beijing Olympic Games
South-to-north water diversion
project




ABB’s vision for China
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China to become long-term No. 1 market for ABB

80-90% of revenues to be derived from locally-made products and
services

ABB, the company where the best talent wants to work and where
skilled, experienced people remain and feel at home

ABB China to become ABB'’s global sourcing base
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Power and productivity
for a better world ™




