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l. Shantou, An Emerging Historical City

It was about on@anda-half centuries ago when Shantou (also known as Swatow) first established for foreign trac
1860, Shantowas opened as a treaty port under the Treaty offEiansigned between the Chinese Qing governm
and France, Britain and the United States. Afterwards, it became one of the key ports in China for imports and
with cargo turnover ranking one tife top three in the country. Eight countries, including the United States, Britail
France, Japan and other European countries even established consulates here.

Shantou is situated in northeastern Guangdong province, facing the South China Seprothisiag second tier city
AfEmerging City Marketo (ECM), due to its well dev
coverage over the eastern Guangdong, southern Fujian and Jiangxi provinces. As one of the original five speci
ecoromic zones in Chinébesides Shenzhen and Zhuhai, also in Guangdong province; Xiamen in Fujian provinc
the entire province of Hainarthe city uses its convenient locale to its advantage and has attracted substantial fc
investmentHowever, itdocation outside the economically booming Pearl River Delta (PRD), specifically, betwet
regional economic centers of Guangzhou to the southwest and Xiamen to the northeast plus lack of flat land pt
Shantou from attracting as much foreign inweestt as cities within the PRD.
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Shantou, located in eastern Guangdong
(Source: http://www.travelchinaguide.com/cityguides/guangdong/shantou/)

Shantou has economic relations with 165 countries. Overdinational corporations and 11 of the world's top 50C
enterprises have investments in Shantou. In the latestr2ib@s Best Cities for Commerce in Chiitaanked 38
among 656 cities in mainland China, even outpacing many provincial capitalrcitiescountry.

Shantou is an attractive destination for many domestic tourists. Long coastlines and comfortable subtropical m
climate, not to mention natural beaches, exquisite islands, marine scenery, plus the highly reputed Chaozhou ¢
attract many vacation goers, especially those who want to relax. However, it is not a recognized magnet for int
tourists despite its legacy as a culturally important city.

I. Strong Influence of Unique Chaozhou Culture

The Chaoshan region, comprigiof Shantou and the neighboring Chaozhou, has strong local Chaozhou (also ca
ATeochowo) culture featuring i t-sandiakent, itslawn duisimethgozheuh i
cuisine- Chaozhou opera and music and its unique wayiokithg tea, which are distinctive from mainstream Chine



culture. According tChina Daily!, Shantou people, like other Teochew people, drink more tea than anyone else
China,to a tune of US$ 100 million (RMB 700 million) each year.

Just a fifewo side dishes that make up a Chaozhou meal
(Source: ATO Guangzhou)

Unity and entrepreneurship are important to Chaozhou culemse population, scarce land and lack of ressuscch
as power, drinkable water and mineral resources historically elevated the importance of commerce and trade a
work. This prompted many to establish small businesses or to seek fortunes elsewhere. Shantou therefore be:
primary hometowndr many overseas Chinese. Shantou natives are scattered around the globe and can be foL
than 40 regions and countries around the world. Those who left the city often invest in and/or donate to their h¢
and return to work with locals. Theatic culture they bring back to the city is then mixed with traditional culture,
forming a unique local flavor.

A kinship which binds people originating from the Chaoshan region, along with entrepreneurial spirit, have mac
domestic and overseas Chaospanple successful in business, including the Hong Kong based tycoon, Mr Li Ke
shing, originally from the Chaoshan region. Chaoshan culture still influences the business community in the re
Connections to the culture, for example, partnering witthaozhou born person who speaks the Chaozhou dialect
understands the Chaozhou culture, are key to doing business in this region.

11 Shantou at a Glance

This coastal city of 5 million next to Fujian province has one of the densest populattbescountryi 6,283 per squat
mile. Meanwhile, it has one of the lowest per capita farmland levels in the coomlyyabout 915 square feet (85
square metef}

! http://en.wikipedia.org/wiki/Shantou#_nete

2 Calculation based on CY 2007 data, the latest full year available sbaitee:Shantou Statistics
Yearbook 2008



Gross Domestic Production in Shantou
Source: Shantou Statistics Y earbooks 2003-2008
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The municipality of Shantou consists of six districts, i.e., Longhu, Jinping, Hapjzhenghai, Chaoyang and Chaot
plus one county (Nandbao). I n past years, it real.@
domestic production grew 10.5 percent from the previous year to US$ 14.1 billion, and per capiti ¢goatksttion
exceeded US$ 2,80@lease refer to Table 1 and the Chart above

Table 1. Shantou at a Glance

Shantoui Calendar Year 2007

1. City Area 797 square miles, similar to the size of Atlanta,
Georgia

2. Urban Area 741.0 square miles

3. Arable land 105,262 acres

3. Population 5.0 million, 9.6 times more than Atlanta, Georgia

4. Urban Population 4.5 milion

5. GDP in 2008 US$14.1 billion, up 10.5% from 2007. Per capita GI
US$ 2,807

6. Per Capita Annual Disposable Income (urban US$ 1,540 in CY 2007, up 7.0% from 2006

residents)

7. Per Capita Annual Food Expenditure US$ 626 in CY 2007

8. Hotels (starrated) 3 five-star hotels, and 7 fostar hotels (refer to table
2 for listing)

9. Retall International chains:

e WalMart (1 store)
e Lotus(2 stores)
Chinese regional chains:
e Haokelong
e Dongfang Kangning
10 Restaurants Numerous local restaurants at full price range, plus
international chains, including:
e Mc Do n g9restawsants)
e KFC (7)
and Chinese chain:
o Houcaller (5)

(Source: Shantou Statistics Yearbook 2008 and ATO Guangzhou)

IV.  Robust Economic Development

4.1 [Economy



The city is eager to become an endmethe economy in eastern Guangdong, comprised mostly of industrial proc
and manufacturing as well as services while primary agriculture accounts for a fragment. Textiles, garments,
plastics, foodstuff, toys and handicrafts, medicingliavisual products, have become pillar industries in the city. ~
municipal government has beefed up efforts to develop logistics, advanced manufacturing, infrastructure and p
economy in addition to those weleveloped industries.

The Chaozhou lminess spirit has spurred the private sector on to become the largest contributor to the econom
Privately owned business accounts fortwdn i r ds of the cityds gross domes:s
are 1,600 private own enterprises amadhe total 2,100 above designated Sireerprises in the city. In addition, ther
are numerous local small and sethiployed business owners. In 2007, total industrial output by the private sector
increased 19.3 percent from the previous year to US$Hilion (RMB 115.1 billion).

The three million overseas Chaoshan people in more than 40 countries play an important role to boost develog
the local economy. Over 90 percent of foreign invested enterprises in Shantou are invested by oveesab&hies
people of Shantou origin.

The citybds rural popul ation comprises only a frac
olives and some lichee as well as vegetables (mostly Chinese varieties such as Chinemedradighage) and rice.
Expanded production of ilion head gooseodo was sai

just the goose head and neck was said to garner about $60.00. However, the big agricultural moneyeafaiogt. is

Shantouds ol d
(Source: ATO Guangzhou)

4.2 Three Economic Belts

A grand plan named@hree Economic Beltsas taken shape to develop three economic zones respectivedyniorth,
south and northwest parts of the city, namely:

x Industrial Economic Beltwhere further development will be in port facilities, fuel and power grids as wel
industrial parks accommodating such industries as petroleum and chemical,

x  Urban Economic Beltwhich will become the new urban area for commerce, accommodation, education
recreation and public services; and the

x  Ecological Economic Belplanning for eceelated tourism and agriculture modernization.

Each belt targets specific investment themes, aim
development.

% Above designated size enterprises are those whose annual gross industrial output exceeded US$ 730,000
(RMB 5 million), source: www.sttj.shantou.gov.cn.



4.3 Infrastructure

Transportation by land, sea and air to Shantou aredegktloped. It strategically serves as theascgateway for
Eastern Guangdong, Southwestern Fujian and Southeast Jiangxi. It is also a center of commerce, finance, trar
and information for the region.

Land. Highway networks are well developed in Shantou, providing easy access to Shandh&amen. It only takes
three hours to drive to either city. Construction has stantednnect Shantou with Kunming.

Shantou is also a stop for major railways including GuangiheahouShantou Railway, Coastal Xiam&henzhen
Railway and the Bgng-Kowloon Railway.

Sea. Initially opened in year 1861, the port of Shantou was one of the first in China to serve international trade.
berths of 10,000 Deadweight Tonnage (DWT) and oastalo
port clustersRefer to CH7609 for more details on ports in South China

Chart 2. Yearly Container Turnover in Shantou
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Chart 3. Yearly Cargo Turnover in Shantou
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Data source: www.sttj.shantou.gov.cn

Strong economy has dramatically boost the cargo
container turnover in the ports of Shant@e¢ Chart 2 and)3Cargo ships connect the city to more than 268 ports



around the world. It also operates ferry services to many coastal cities in South China, including Hong Kong, G
and Hainan provinces.

Port authority management stated that the port of Shdwatdthe potential for 100 million ton turnover and that cap
exceeded 25 million tons. In 2007, there was 23 million tons cargo throughput. Naturally, it welcomes foreign
investment to develop the port and share rights. Sea traffic is mainly fomam@outheast Asia. Outbound boats ca
ceramics, including bathtubs, sinks, teapots, cups and vases. Cargo destined for the US are transshipped thrc
Shenzhen, Xiamen or Hong Kong. Incoming vessels carry domestic bulk coal and grains.

Air. ShantouVaisha Airport located eight miles northeast of the city center, operates 42 domestic and internati
flights bound for Thailand and Singapore, annually servicing three million passengers. A new Chaoshan Airpor
construction, and will be sladefor operation in 2011. It will cover the neighboring cities of Chaozhou and Jieyany
annually handle 5 million passengers.

Governments at the municipal, provincial and even national levels continuously endaucagble investment and

infrastructure development, including port facilities, road and highway, as well as railway, aiming to boost the ¢
leading trading and economic centre in the region of eastern Guangdong, Southern Fujian, Jiangxi anéurthean.
development on infrastructure and investment environment will speed up the economy in the region in five to te

V. SectorsHighlight

A number of sectors in Shantou are nationally leading edge which offer market potential for variquedu&s.
Outsiders need to tap into the local network and develop close relations with Chaozhou associates to penetratt
market, as the Chaozhou dialect and culture limits open contact.

5.1 Food Processing

Shantou has a wetleveloped food praxssing sector for dried fruit, nuts, confectionary and seafood which can be
user of many high value U.S. ingredients. Shantou houses a large food processing industry with general yearly
US$ 880 milliorf (RMB 6.7 billion), annually growingtaa two-digit rate. There are about 1,000 sizable food proces
and manufacturers, mostly centered in Jinping district, making a wide range of products including frozen seafo
powdered soy milk, biscuits, preserved fruits and vegetables, tionizty and health foods.

L Cooked Shrimp

A shrimp product from Shantou for export

4 As of CY 2007, latest annual available data, source:tBhatatistics Yearbook 2008



(Source: ATO Guangzhou)

Post was told the food industry was developing quickly and consolidation was increasing. U.S. pistachios and
were brought into Shantou over 20 y&ago by one company interviewed. However, manufacturers stated phree
need to be both competitive and stahikeabsolute key. Legitimate companies cannot compete with grey channel
imports that avoid duties. Post was also told there was a laskasEness about U.S. products which suggests thai
USDA cooperators need to make second tier cities more of a priority.

Companies have to reduce cost as well as packaging so they look into using substitutes. They spoke of the ne
standards, €., including Chinese ones as they can be much stricter than the U.S. for certain ingredients. They
stressed possessing certification that touted quality via international standards (ISO), using hazard analysis an
control points (HAACP), athadhering to Good Manufacturing Practice (GMP).

Below outlines key food processing segmeritsr (nore information regarding food processing in China, refer to tt
GAIN report CH860%

5.1.1 Seafood Processing

Shant ou h a sleddiegeseafodd processidg base for a long time, mostly shrimp, prawn, eel, tilapia an
for export markets. In CY 2007, Shantou exported 39,800 tons of processed seafood valued USD 218 million,
accounting for most @xports A &7 percent grd@psn quantity.alis expogt markets indude
US, Canada, EU, Japan as well as Southeast Asian countries.

Like other Chinese seafood exporters, those in Shantou are challengedduyngpitig tariffs ranging from zero to ov
100 percent levied on their exports to the US. Industry sources indicated that since imposing the tariff, shrimp €
have lost significant business.

Seafood processors have also been adversely impacted since 2007 due to increasing food safelgbmnceramod
products processed in China. Reportedly, significant amounts of carcinogens and contaminants were found in
species of fararaised fish and shellfish in China. In June 2007 Ut Food and Drug Administratiqi#DA) issued
an impot alert, though not an outright ban, on faraised catfish, basa, shrimp, dace and eel from China because
numerous cases of contamination with drugs and unsafe food additives. According to FDA, certain Chinese aq
products exported into the UWad States contained illegal substances prohibited in seafood sold in the United Sta
such as unapproved veterinary drugs. Despite such legitimate issues with certain Chinese seafood products, tt
accounted for a fractiReheoft@GhFDAbs webbBobd éwrpod
http://www.fda.gov/Fod/FoodSafety/Produé pecificinformation/Seafood/ucm119105htm

Shrimp processing, labor intensive


http://www.fda.gov/Food/FoodSafety/Product-SpecificInformation/Seafood/ucm119105.htm

(Source: ATO Guangzhou)

Many Chinese exporters were concerned about future seafood exports to the U.S. market. To compensate for
business frm the American market, they are aggressively developing markets in the EU and Southeast Asia.

Experienced industry sources believed there is potential for U.S. seafood products, including squid, sardines a
lobster. Industry sources stated thatekicans needed to be open to packing in smaller sizes since the Chinese
purchase according to immediate need. The current practice in the U.S. is to freeze fish in blocks. However, if
blocks were to sell to Chinese consumers, it would habe tdefrosted then cut up which would significantly devalt
the product and shorten shelf life. The Individually Quick Frozen (IQF) freezing system seems to offer a way tc
accommodate Chinese consumers.

5.1.2 Dried Fruit and Nuts

Shantou has a nationwideputation as processing center for dried fruit and nuts. A wide range of nuts from affor
from peanuts to premium pistachios and almonds are processed as snacks or as ingredients in large volumes -
various markets across the country.

It houses many national brands, includidigbao, Fuwei, MaohuandYashili Many of them are already loyal users
U.S. products such as California almonds, raisins, pistachios and dried prune.

Dried fruit and nuts are popular snacks in China, appreciatdee&ith attributes. Most dried fruit products are mad:
with domestically grown fruit ranging from plums to citrus and tropical fruit. Processors in Shantou also import
Californian raisins and dried plums, as well as tropical fruits (mango and pinefquglether processing to supply th
upper end market.

Dried fruit and nut snacks processed and packaged
in Shantou
(Source: ATO Guangzhou)

5.1.3 Baby Food

Large food manufacturers in Shantou hatarted commercial production of baby food, mostly infant formula and ¢
rice powder(mifen) - not to mention soy milk for older consumeras urbanization and demand for convenience gr¢



This sector has created substantial demand for imports gfidghedients including powdered milk, lactose and whe
which are essential ingredients for infant formula. Other ingredikatoffer lealthy or nutritional attributes may alsc
consider penetrating into this sector. The robustly growing baby food nvatkieénefit this group of producers who
creates opportunities for such ingredients.

5.1.4 Confectionary

Most confectionary products from Shantou are sdigesed, targeting both domestic and export markets. A general
market trend, say industry insideis that chocolates have a very limited preséndesaid to be growing in Chinese
urban areas. City consumption has slowed while rural consumption has increased. Targeted consumers are cl
teens. Holidays are key, especially the Midtumn Fesival (also called the Moon Festival) in midr late September
and Chinese new year (also called Spring Festival), usually in January or February. Life cycles depends on gt
packaging, promotion and target customer. As sugar confectionary mataregacturers are keen to develop new
products to boost sales such as developing more-fwgaproducts, fortifying with vitamins, using natural coloring ¢
flavoring in response to health concerns.

5.2 Retall Sector

In 2007, the latest fujfear data available, the city retailed consumer products worth of US$ 5.7 billion (RMB 43.
billion). WalmartandLotus(a large Thai retailer), the only two international retailers, sold US$ 88.6 million (RMl
million) worth of products, a 11.4 perdencrease than the previous year.

International retailerg§ValMart andLotusentered Shantou years ago and have gained tremendous popularity am
middle and upper classes. Thanks to strong consumer purchasing powea}thart store in Shantou rks in the top
ten in sales among all tMgalmartstores in China.

Consumption for imported products, including fruit, wine and seafood has emerged among a growing number ¢
high-income earners, though domestic products dominate. Despite high,primsumers and the trade need to be
educated and committed in order to penetrate this market.

Similar to those in primary cities, Shantou supermarket shoppers have strong purchasing power and appreciat
quality products. Increasing concerns abwedlth and nutrition also boost sales of related food prod@rtganic
products, including domestically grown beans, corn flour, babao moisture rice, sticky rice, brown sesame, bear
peanuts, have gained increasing popularity among supermarket @asum

Retailers carried international brands made in China su€meass Maxwell Housecoffee,Quaker OatsSkippypeanut
ButterorK e | | @egeglémsade in Thailand.

% \

Fresh fruit and seafood are the most popular imported
items at Shantou retail stores
(Source: ATO Guangzhou)




Industry sources told Post there was limited presence of brands actually imported tepadeenand constant suppl
to maintain interest, and there are so many substitutable products. It was felt imported products have inconsis
as well as promotion. Further, therebs a d #wds of
advised, to be successful, a retailer has to find

One of the retailers indicated that consumers were familiar with selected imported high quality products, such ¢
California tablegrapesSunkistoranges, Washington apples (all sourced fromJiaaegnian Wholesale Markat
Guangzhou) and California almonds which have been available in the market for years. Imported fruit could br
than 50 percent increase during the spfeggival. Post was told U.S. Northwest cherries would not
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In a supermarket (left to right): Imported salmon; domestic organic grains, rice and beans; and international
brands
(Source: ATO Guangzhou)

be profitable since air shipment would be required from Guangzhou to Sh&ttantou customers like fresh, not
frozen meat. For those products relatively new to this market, education and promotion are essential to increa
consumersd awareness.

Underceveloped sales channels hamper imported products from penetrating this market. Most imported produc
available in Shantou are sourced from large cities such as Guangzhou or Shenzhen. Only a few are directly im
Shantou or from a local supplier. & lgeographic distance from suppliers located in primary cities somewhat distri
constant supply which in turn limits retail sales. A complaint was that because the Chinese market was so fra
was necessary to go through many brokers. Prapladity suffered with so much handling.

5.3 HRI Sector

The hotel and restaurant (HRI) sector is developing in Shantou. There are hotels and hostels of all standards a
reasonable prices. The city is a center for business conferences in the regicedtbasiress to upscale hotels
(including three, fivestar hotels, i.e., the Singapore investéetitus Hong Kong investe®Regencynd the domestic
Golden Bay and other upscale hotels. Improving transportation by rail and air will bring more visitoreatkatal
locales in the city, such as malls, cinemas, restaurants, clubs, bars and coffee shops, have started to target we
urbanites.

Post was told that imported fruit was not popular in Fégld hotels because of the wide variety of locdtdgralready
available in Shantou. As for imported meat, U.S. Angus, Norwegian salmon and New Zealand oyster had beel
purchased for a fivatar hotel. Two week menu promotions had been conducted with Japanese, Korean,
Portuguese/Macau, Anglo and Germaaili#in, but no American promotions had been implemented to date becaus
the perception that American cuisine was restricted to hamburgers.

Chaozhou style restaurants dominate the local HRI sector while foreign style cuisines still have limite@ presenc
Customers in upscale restaurants are mostly wealthy local consumers, domestic and international business tra
Local diners shy away from spicy flavors. Chefs in Shantou are all locally trained.



Local people prefe€haozhou cuisinea branch of Cantonese cuisines from the region. Most Chaozhou style dist
uniquely cooked with seafood and various seasonings. A wide rangafobd products, from fish, shellfish, crabs a
shrimp to expensive abalone and shark fins, are incorporated in innovative ways. In addition, poultry, beef and
also popular ingredients. These dishes taste fresh and light.

A western style restaurant
(Source: ATO Guangzhou)

U.S. seafood and beef, as senior HRI professionals suggest, could be a good match with Chaozhou cuisine for

consumers that appreciateogloquality. One fivestar hotel carried wines from California, France, Australia and Chile
supplied by a big wine broker and distributed from Xiamen.

Table 2. Star Rated Hotels in Shantou

Hotels Star Rating Rooms
1. Regency Hotel 5 542
2. Meritus Hotel 5 318
3. Golden Bay Hotel 5 389
4. International Hotel 4 300
5. Longhu Hotel 4 248
6. CITIC Resort Hotel 4 156
7. Chenghai Garden Hotel 4 270
8. Chaoyang Hotel 4 183
9. Jinjiacheng Hotel 4 188
10. JinchengHotel 4 240

(Source: Shantou Statistics Yearbook 2008)

5.4 Wine

As for alcohol consumption, beer and liquor (both domestic and international brands) comprise masadféhedue
to aggressive promotions. Wine consumption has just started from a small base, with Chinese bran@catciati
prevailing. Imported wines, mostly from Australia, Italy, South Africa and South America have gained a limited,
increasingpresence.

More wine shops are opening. Wines are sourced from primary dealers in Guangzhou, Shenzhen and even SI
Most wine traders in the market are local entrepreneurs who are secondary distributors sourcing from importer
primary distribubrs and selling in Shantou and the surrounding region of eastern Guangdong and southern Fuji


http://www.travelchinaguide.com/cityguides/guangdong/shantou/dining.htm

