


RNk nEAz RIVIK

Development Status
m of Agricultural
Machinery Industry

Chain




RNATIAZ REIIA

Development Status of Agricultural Machinery Industry




.I RIATIEE

The golden decade of the agricultural machinery industry
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After 10 golden years’ development, the agricultural machinery industry entered a single-digit
growth in 2014, and the market entered a period of volatility.
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Line chart of output value of agricultural machinery industry from 2003 to 2021
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Agricultural machinery manufacture areas are mainly distributed in: Shandong, Jiangsu, Zhejiang, Henan, Hebei:

1.

Shandong accounts for about 30% of the country's total agricultural machinery production value, mainly located in Weifang, Qingdao,
Qingzhou, Zibo, Jining, Tai'an, Dezhou, Linyi and other regions. Among them, Weifang is known as the city of tractors. The number of
enterprises accounts for more than 50% of the national tractor manufacturers, and Weifang accounts for more than 70% of Shandong. Among
them are Weichai Lovol, Shandong Wuzheng, and Taian Guotai.

. Jiangsu, which accounts for more than 20% of the country's total agricultural machinery production value, is mainly concentrated in

Suxichang in southern Jiangsu. Well-known companies include Changzhou's Dongfeng, Changfa, Changchai, and Yameike, etc., and Wuxi's
Yanmar and Bosch etc. Kubota and Jiufu in Suzhou.

. Henan accounts for more than 15% of the country's total agricultural machinery production value. Luoyang has become a tractor industry

group, and China YTO is the largest tractor group in China.

Zhejiang, which accounts for more than 10% of the country's total agricultural machinery production value, mainly located in Taizhou, known
as the hometown of plant protection; Ningbo is one of the three major tractor clusters. Well-known enterprises include: Xingguang Agricultural
Machinery, Zhejiang Sifang Group, Xinglaihe and other enterprises.

. Hebei, which accounts for more than 10% of the country's total agricultural machinery production value. It is the largest agricultural

machinery production group in China. For example, straw crushing and collecting machines, some host manufacturers, such as Nonghaha (the
largest seeder manufacturer in China), Shijiazhuang Meidi, Handan Yinghu, etc. are all well-known enterprises nationwide.
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+Huanghuaihai area——Shandong Province, Hebei Province, Henan Province, Jiangsu Province, Anhui Province etc.
+*Northwest region——Xinjiang Autonomous Region, Gansu Province, Shanxi Province, Shaanxi Province, Ningxia Province etc.
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3. Supportive policies for regional development.



RINATI A IR

Development Status of Agricultural Machinery Industry




I LHNiiE Agricultural Machinery Distribution

RINZEEHENRS, 2ENRZED2LREIA, STEMRE, THHESMO 2N MR/ N\ REAR i &, NREEEREREREEERD AAE (5000500 E) . 5
(50075-500075) . /MY (5005LAT) , EF2019FRYAMERILHRERELARAMEFTNRIHEROHT, EHEEHRY "HE" SREBIFERARE.

*FHEMS0005 LA EREZIERI1005R3R, SREUGHR0.77%; SCIHER151.7425T, HEL19.33%.
* FHHEERRS0075-50005 92 HRI3400RZKR, REUGLUANIT17.47%; SEHIHER462.59(27T, HELAIEIA58.93%.
*FHEMS00F AT/ NELZHEA 156002, REGELEIL81.76%; LIHE170.65127T, GEHEARIT21.74%,

Rz, RERMEER., Bt BFEHRL, REIDE. FUHARK/VE, BE50%NEHEEEETTRES, R, RIURBAZTERE, $=, SEFE. LESZHEVATE, T
WESZ MR E.

EERSREER E. 35—, BTk, 2, RETR, $=, RXOIFRE, £, BT KRASNEEEE, WER. AEFERWEEE,

There are a large number of agricultural machinery dealers, about 20,000 dealers nationwide, with a low concentration, and the proportion of market sales presents an
"olive-shaped" structure with small ends and a large middle. If the dealers are divided into large (above 50 million), medium (5 million-50 million), and small (less than 5
million) according to the annual sales, based on the number of dealers subsidized by agricultural machinery in 2019 and the sales analysis driven by subsidies, The
characteristics of the "olive-shaped” competition pattern of its sales are more prominent.

+There are more than 100 dealers with annual sales of more than 50 million yuan, accounting for only 0.77% of the total; the sales volume is 15.174 billion yuan,
accounting for 19.33%.

+There are more than 3,400 dealers with annual sales of 5 million to 50 million, accounting for only 17.47%; achieving sales of 46.259 billion yuan, accounting for as
high as 58.93%.

+There are more than 15,600 small dealers with annual sales of less than 5 million, accounting for 81.76% of the total; sales of 17.065 billion yuan, accounting for only
21.74%.

Competition is fierce and development is difficult. First of all, the competition is fierce and the reshuffle is accelerated. It is estimated that in the next few years, 50% of
dealers will withdraw from the market competition; secondly, there will be a shortage of agricultural machinery circulation talents; thirdly, multiple squeezes. The
upstream is squeezed by the manufacturing industry, and the downstream is squeezed by padding.

A strategic breakout is on the way. First, cross-industry expansion; second, channel sinking; third, model innovation exploration; fourth, transformation from entity
expansion to capital operation, transfer to holding, mergers and acquisitions, and overall acquisitions.
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Four Directions for the Future Development of Chinese Farmers™ Organizational

Structure
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Agricultural workers who are labor fanLly The organization form
organized as individuals or labor — force farming represented by the "Wen's”
service companies and whose main model, the partner whose main
business is to provide labor business is the breeding

output industry
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Analysis of the Development Trend of Target Customers
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the next five years, there will be two major changes in agricultural machinery consumer groups:

First, group consumption has gradually become the mainstream model. With the continuous expansion of the area of land transfer and the rapid rise of organizations such as agriculture,

agricultural machinery cooperatives, family farms,
operators

and 81.5% chose group purchases

Second, consumption behavior changes with changes in agricultural and agricultural machinery operating income, especially in terms of price sensitivity. For example

declining income and falling food prices, price is still an important means of competition

Bil: ENMEXKRER, MALKIKIEEHE, BERRES
fEit. RERY. RNELFEFREASR, RELEMHRASHE,
MNPTRAPRK, TR~ RES, § XABEIREWA.
Suggestion: redefine terminal customers, increase terminal

cultivation efforts, focus on cooperatives, family farms,
agricultural machinery professional households and other
group organizations, maintain regular contact and
communication, understand user needs from them, constantly
ad just product portfolio, and expand brand terminal

influence.
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large agricultural machinery households, agricultural service organizations, professional planting and breeding households, and grain

agricultural machinery consumer groups are undergoing subversive changes. Among the more than 500 distributors surveyed, only 18.5% of the distributors chose general individuals

in the situation of
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Agricultural machinery market consumer development trend in the next five years
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scientific and
technological progress,
management progress, and
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Increase the income of
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10 million target farmers : income increased from 150 billion to 750 billion to 1.5

trillion
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With the rapid advancement of agricultural mechanization in my

country, the manufacturing level of agricultural machinery
industry has improved. With the rapid iteration of

agricultural machinery products, the market demand presents
the characteristics of protruding at both ends and col lapsing

in the middle.

KBk #EE . The Upsizing Trend.
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@ Land transfer and trusteeship, and the scale of agricultural operations gradually
expanded.

@ The rapid development of new entities such as agricultural machinery service
organizations, agricultural (agricultural machinery) cooperatives, and family farms. In
order to improve operation efficiency and quality, farmers have become their first
choice for large—scale agricultural machinery.

@ Conservation tillage boosts the rapid growth of the large tillage equipment market,
and large operating equipment drives the rapid development of large tractors

@ Promotion of subsidy policies. According to the subsidy policy of horsepower segment

and feed amount subsidy, users are encouraged to choose to purchase large machines

IZNBYK#EE, The trend of miniaturization
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Miniaturization is determined by our country's special natural environment. Large—
scale planting mainly occurs in plains or large—scale planting areas, while
miniaturization occurs in hilly and mountainous areas. Under the situation that
mechanization is basically realized in plain areas, many hilly and mountainous areas
still remain in the era of manual operations. Promoting the mechanization of hilly
and mountainous areas is the focus of the development and development of agricultural
mechanization in my country, and it is also the focus of national policy support
which determines the suitable small machinery in hilly and mountainous areas will

become an important trend in the next few years.
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By the end of 2020, there will be more than 900,000 social ized service
entities across the country, serving an area of more than 1.6 billion mu, of
which more than 900 million mu of food crops will be served, and services
will drive more than 70 million small farmers. The rapid development of
agricultural social services has injected new vitality into the agricultural
and rural economy and has become a prominent example in deepening rural

reform and promoting agricultural modernization
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The mechanization of food crops is expanded to economic crops;
the cultivation and harvesting of food crops is promoted to the
whole process of mechanization; the mechanization of planting
industry is extended to the mechanization of animal husbandry,
aquaculture, facility agriculture, and primary processing of
agricultural products; the mechanization of plain areas is advancing
to the mechanization of hilly and mountainous areas; The low—quality
operation of low—end agricultural machinery has changed to the high—
qual ity operation of large—scale, high—end, and intelligent

agricultural machinery.
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Production enterprise countermeasures:

First, large enterprises are developing towards high—end intelligent machinery
with high added value. Second, small businesses seek niche products that suit them and
take the " three specialties " route.

Dealer countermeasures:

First, do a good job in the combination of high, medium and low—end products.
Second, the shift from the mass product market to the niche product market. Third,
complete the innovation of business and profit models. Realize the transition from

selling products to selling services and then providing solutions
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S, BRI R F X EMNFESBIEN M. From the industry perspective, the slowdown of
agricultural machinery manufacturing in the past 10 years mainly comes from traditional low—end
manufacturing, such as tractors, grain crop harvesters, seeders and other traditional mass

manufacturing fields with overcapacity. The high—tech manufacturing industry has maintained rapid HAEETIZHAGFE

growth, such as unmanned flying plant protection aircraft, intelligent navigation, animal HiH, ThekiE#s, W

husbandry, and economic crop planting and harvesting machinery. HER, ERA5MBA
¥ From the

incremental market
to the stock
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digital agricultural machinery have long—term development logic. mar ket .
restructuring,

deve |l opment

and

| direction
ad justment
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RNBELFEFRRAZNIRPIALENEFRRE. RITHANETH, EREHHNENTEIR. FRNER
tIREmA, RERNTIHEMREIZE. From a structural point of view, there is not much room for
some traditional manufacturing industries to continue to decline, while emerging industries and
their demand for new materials are maintaining rapid growth, and the agricultural machinery
manufacturing industry is expected to achieve basic stability in the process of transformation and
upgrading. . The change in the agricultural machinery market means the transformation of market
momentum. At the same time, enterprises are required to follow the trend and keep pace with the
restructuring of the agricultural machinery market.
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Accelerate the transformation from scale
speed type to benefit type.

Dealers are transforming from selling
agricultural machinery to selling services to
providing solutions; production enterprises
are deeply integrated with agriculture; the
diversification of large enterprises and the
special ization trend of small enterprises are
more prominent.


http://wholehr.taobao.com/

I 4 BiREsEL High-end Intelligence

EERNTIAEDR— MR K — KB S, Sin. SERIESt. 28, 2R%. 2PERIEI LS HRERE,
Our country's agricultural machinery market is ushering in a new era—the era of large—scale high—end, high—end, intelligent agricultural machinery is the
highland, the trend, the future, and the strategic location that Chinese agricultural machinery enterprises must contend for.
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The continuous improvement of the
technological level of upstream key
components and unit products promotes
the update and iteration of
intel | igent equipment manufacturing
products, and indirectly promotes the
continuous improvement of the
manufacturing level in various
segments of the downstream consumer
market.

In the future, the transformation and
upgrading of the industrial structure
and the evolution of smart equipment
technology will promote a closer
relationship between high—end smart
equipment products and upstream and
downstream enterprises in the
industrial chain.

Practice: Smart Farm

¥ support
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New technologies such as the Internet of Things, 5G

and artificial intelligence are continuously applied to
the manufacturing industry, and are deeply integrated
with the manufacturing industry. The Internet of Things
connects all items through the network by embedding
electronic sensors, actuators or other digital devices
and col lects and exchanges data through the Internet of
Everything, so as to realize intelligent identification,
positioning, tracking, monitoring and management . The
key technologies include Sensor technology, RFID tags
and embedded system technology can realize transparent
production, digital workshop, intelligent factory
reduce manual intervention, improve the overall

col laboration efficiency of factory facilities and
product quality consistency
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TiH/Item %/Mechanization rate %
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- ’ PR S HIAL % Comprehensive mechanization rate 203
B, B KSRV of tillage and harvest )
B=, Rk, FHEEIFEIR; MLBHEZE mechanical tillage rate 86.42
SH, BRI, Pl3%EZR machine broadcast rate 60.22

A, il T o
2 ML PLZE machine harvest yield rate 64.66
First, . ' includi . hi : : :

irst, economic crops, including oil and sugar crop machinery TR B TR Raposeed: comprohensive

: : . . . 61.92
Second, animal husbandry and aquaculture machinery ; mechanization rate of tillage and harvest
Third, machinery for the production of fruits, vegetables, and tea ; PLEF2 mechanical tillage rate 87.46
Fourth, facility agricultural machinery; Hl3EZ machine broadcast rate 38.81
Fifth, agricultural product processing machinery. BUKC machine harvest yield rate 5097
LA, PSS YIALZ Potato: comprehensive 5076
mechanization rate of tillage and harvest )
PlL#%E=R machine broadcast rate 29.77
ERVEWVIES SHE PLULZE machine harvest yield rate 31.16
Proportion of cross-regional operation services HE: FAUSLZREHIMALZE Peanut: comprehensive 65.65
mechanization rate of tillage and harvest )
PlL3%=R machine broadcast rate 58.65
Eﬁ% 4.09% PLUZZ machine harvest yield rate 50.90
Plant protection fRiE: BEMURSEEPIMILZ Cotton: comprehensive 8795
mechanization rate of planting and harvesting )
WhE wheat 27.79% PLULZ machine harvest yield rate 68.02
0,
*nlﬁ 10.18% BRI\, facility agriculture 42.05
machinery broad HUTZKES rice 22.79% RF=MAYIML primary processing of agricultural 41.64
products )
U 67.08% MUSCESK com 12.63% IR livestock breeding 38.50
Machinery :
y JK7F25558 aquaculture breeding 33.50
i 18.65% IR
. . 255 economic crops 3.87% : :
Machlnery tlllage 1 JKEBAF fruit production 25.88
R tea production 30.70
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In the process of the market shifting from the seller's market to the buyer's market, the transaction relationship has reversed. The buyer has changed from
passively receiving the products and services provided by the seller to occupying a dominant position in the transaction process, and even gradually replacing the
supplier to control the entire process. This dynamic change in the market structure has had a major impact on the replacement and transfer of power subjects in the
market.

Marketing expert Don E. Schultz once described the trend of diagonal transfer of market power, that is, with the development of the market, the control power of
transactions presents a diagonal transfer of "manufacturer—middleman—consumer” . , the evolution process in which market power is ultimately controlled by
consumers . The change from the seller’'s market structure to the buyer's market structure is the internal reason leading to the diagonal shift of power in the
agricultural machinery market. The rapid development of information technology has catalyzed the transformation of this process. The ever—changing corporate
marketing logic or business operation model reflects the basic requirements of market power transfer.

From enterprise—centered to consumer—centered; from closed one—way indoctrination to open two—way interaction; from single mapping centered on "brand—-customer”
relationship to multiple "brand—customer—third party" ecological community. All agricultural machinery companies in the Internet age must acknowledge the above
facts and reshape their brand values accordingly.

Garrett , an American corporate public relations expert : No matter how big or small a company must always plan its direction according to the following beliefs,

the company must be owned by consumers, ruled by consumers, and enjoyed by consumers.
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