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Safe Harbor StatementSafe Harbor Statement
This presentation does not constitute an offer to sell or issue or the solicitation of an offer to buy or acquire securities of Giant Interactive 
Group Inc. (“Giant”

 

or the “Company”) in any jurisdiction or an inducement to enter into investment activity, nor may it or any part of it 
form the basis of or be relied on in connection with any contract or commitment whatsoever.  Specifically, this presentation does not 
constitute a “prospectus”

 

within the meaning of the U.S. Securities Act of 1933, as amended.  The Company has filed a registration 
statement (including a prospectus) with the United States Securities and Exchange Commission

 

for the securities to be offered in the United 
States. Any public offering of the securities to be made in the United States will be made solely by means of the prospectus in the 
registration statement. Any decision to purchase securities in the proposed offering should be made solely on the basis of the information 
contained in the statutory prospectus in due course in relation to the proposed offering.

This presentation has been prepared by the Company solely for use at the roadshow

 

presentation held in connection with the proposed 
offering.  The information contained in this presentation has not been independently verified.  No representation, warranty or undertaking, 
express or implied, is made as to, and no reliance should be placed on, the fairness, accuracy, completeness or correctness of the 
information or the opinions contained herein.  None of the Company or any of its affiliates, advisors or representatives will be

 

liable (in 
negligence or otherwise) for any loss howsoever arising from any

 

use of this presentation or its contents or otherwise arising in connection 
with the presentation.

This presentation contains statements that constitute forward-looking statements.  These statements include descriptions regarding the 
intent, belief or current expectations of the Company or its officers with respect to the consolidated results of operations and

 

financial 
condition of the Company.   These statements can be recognized by the use of words such as “expects,”

 

“plans,”

 

“will,”

 

“estimates,”

 
“projects,”

 

“intends,”

 

or words of similar meaning.  Such forward-looking statements are not guarantees of future performance and involve 
risks and uncertainties, and actual results may differ from those in the forward-looking statements as a result of various factors and 
assumptions.  The Company has no obligation and does not undertake to revise forward-looking statements to reflect future events or 
circumstances.

The slides used in this presentation are strictly confidential. By attending this presentation, participants agree not to remove

 

this document, 
or any materials provided in connection herewith, from the conference room where such documents are provided.  Participants agree 
further not to photograph, copy or otherwise reproduce these materials in any form or pass on these materials to any other person for any 
purpose, during the presentation or while in the conference room. Participants must return this presentation and all other materials 
provided in connection herewith to the Company at the completion

 

of the presentation.
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Giant: NYSE ListedGiant: NYSE Listed

●

 

NYSE IPO on November 1, 2007

●

 

Ticker: GA

●

 

Market Cap: US$2.8B

●

 

Post IPO Shares/ADRs Outstanding: 258.67M

●

 

About Giant:

●

 

Headquarters: Shanghai, China

●

 

Employees: Approximately 3500, including 
2,500 liaison personnel

●

 

Investor Information at: www.giantig.com
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A Leading Developer and Operator 
of MMORPGs in China 
A Leading Developer and Operator 
of MMORPGs in China

A leading online game developer and operator in China – 
164.2% net revenues increase year-over-year; 71.6% net 
income margin (1)

Uncompromising focus on game play

Strong product development and technology capabilities

Deep understanding of the Chinese mass market and 
extensive marketing and distribution network

Strong combination of experienced game development 
talent and consumer market expertise

(1) For the quarter ended September 30, 2007

Experienced Management Team
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Key Senior Management Team

Certain core members 
working together for 

~14 years

Proven track record in 
executing innovative 
business strategies

Elite and passionate 
game development talent

Intimate knowledge of 
the Chinese consumer 

market

►

 

Renowned entrepreneur
►

 

Extensive IT and consumer product experience

►

 

23 years of software industry and consumer 
product experience

►

 

24 years of financial, accounting and investment 
experience

►

 

7 years of software industry experience

►

 

13 years of software industry experience

Mr. Yuzhu Shi

Founder, Chairman and 
CEO

Mr. Lu Zhang

Director, COO

Mr. Eric He

CFO

Mr. Shiliang Song

CTO

Mr. Hui Yuan

Vice President of R&D

►

 

15 years of general management experience
►

 

Extensive experience in sales and marketing
Ms. Wei Liu

Director, President

Experienced Management TeamExperienced Management Team

►

 

9 years of sales and marketing experienceMr. Yonghua Lu

Vice President of Sales & 
Marketing
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Accelerating Growth in China MarketAccelerating Growth in China Market

815

1,229

1,663

2,200

2,621

2006 2007E 2008E 2009E 2010E 2011E

(US$ in millions)

Source: IDC, 2007

06’ – 11’ CAGR: 3
0.2%

06’ – 11’ CAGR: 16.4%

Rapid Growth of Online Game Players with Rapid Growth of Online Game Players with 
Increasing Paying Player PenetrationIncreasing Paying Player Penetration

(In millions)

Robust Growth of ChinaRobust Growth of China’’s Online Game s Online Game 
MarketMarket

Online Game PlayersOnline Game Players

Paying Player PenetrationPaying Player Penetration

Source: IDC, 2007

Source: IDC, 2007

►

 

Total Addressable Market 06 –

 

11 CAGR: 
18.3% 

33 40 47 55 63 70

2006 2007E 2008E 2009E 2010E 2011E

52.2%
53.2%

54.1%
55.0%

55.8%
56.5%

2006 2007E 2008E 2009E 2010E 2011E
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Well Positioned to Capitalize 
on Market Opportunities 
Well Positioned to Capitalize 
on Market Opportunities

LocallyLocally--Developed Games Prevail the MarketDeveloped Games Prevail the MarketMMO Games Have Dominant Market ShareMMO Games Have Dominant Market Share

Locally 
Developed 

Games 
64.8% 

Licensed 
Overseas 

Games 
35.2% 

Casual 
Online 
Games 
18.8% 

MMO 
Games 
81.2% 

Source: IDC, 2007, based on 2006 revenues

Source: IDC, 2007, based on 2006 revenues

Source: IDC, 2007, based on 2006 revenues

Dominance of FreeDominance of Free--toto--Play GamesPlay Games2D Games Have Larger Market Share2D Games Have Larger Market Share

2D Games 
63.1%

Source: iResearch, based on 1H 2007 MMORPG revenues in China 

2.5D Games 
3.0%

3D Games 
33.9%

20%23%26%31%36%
48%

52%
64% 69% 74% 77% 80%

2006 2007E 2008E 2009E 2010E 2011E

Subscription-Based Free-to-Play
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FFastastestest growing Chinese online game growing Chinese online game 
company in net revenue and profitability. company in net revenue and profitability. 

Source: Company filings
1 For the third quarter ended September 30, 2007
2 Compound quarterly growth rate from 1Q2006 to 3Q2007

      

Net Revenues (1)      

Operating Income (1)      

Gross Margin (1)      

Operating Margin (1)      

Net Revenues Growth (2)      

Gross Profit Growth (2)      
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Leading Position in the Online 
Game Market in China 
Leading Position in the Online 
Game Market in China
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Product & Operational 
Overview 

Product & Operational 
Overview

©

 

2007 Giant Interactive Group, Inc. All Rights Reserved
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ZT Online 
The Most Popular Online Game in China in 2006 
ZT Online 
The Most Popular Online Game in China in 2006

●

 

Launched in January 2006, ZT Online, or “Zheng

 

Tu”

 

in Chinese, is a two-dimensional online role-

 
playing game set in ancient China.

●

 

ZT Online players assume one of five different roles in 10 different “kingdoms.”

 

Players develop skills, 
use magical weapons and team up with other players to fight against monsters and players from 
other kingdoms. 

●

 

Players can only interact with other players in his or her respective shard at any given time, but our 
technology allows players to “travel”

 

among the different shards. 

●

 

Our proprietary technology allows up to 40,000 players to play together in a single shard at any given 
time

●

 

ZT Online is free of charge to play. Revenues are derived from in-game purchases of virtual items.

●

 

In 2006 and the six months ended June 30, 2007, all of our net revenues come from ZT Online.

ZT Online is the first game that was wholly developed 
by our internal product development team

ZT Online achieved PCU of over 1 million in the second 
quarter of 2007

ZT OnlineZT Online
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Deepen Penetration into Medium 
and Smaller Cities 
Deepen Penetration into Medium 
and Smaller Cities

Unique and Effective Grassroots Strategy Leads to Expansion of DUnique and Effective Grassroots Strategy Leads to Expansion of Distribution Pointsistribution Points

480.6 502.1 523.8 542.8 562.1 577.1

37.7%
39.1%

40.5%
41.8%

43.0% 43.9%

0
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700

2001 2002 2003 2004 2005 2006
30%

40%

50%

Urban population % of total population

Increasing Urbanization RateIncreasing Urbanization Rate

Medium/ 
Smaller Cities

Countryside Area

Metropolitan 
Cities (1)

Large Cities (2)

►

 

Medium / smaller cities and countryside area accounted for 
59.2% of national GDP in 2006

►

 

2001 –

 

2006 CAGR of 12.0%

Robust Economic Growth in Medium / Small Cities 
and Countryside Area

In
 m
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s

Source: China Statistics Yearbook 2007
1 Include Beijing, Shanghai and Guangzhou
2 Include Chongqing, Tianjin, Shenzhen, Qingdao, Xiamen, Ningbo, Dalian and capital cities of all provinces and autonomous regions
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Nationwide 
Marketing and 

Distribution 
Network

Q2 Market Penetration Q3 Expansion to Accelerate   
Market Penetration 

►

 

Over 470 proprietary liaison offices

►

 

Over 2500 dedicated liaison personnel

►

 

Over 200 distributors

►

 

116,500 retail outlets

►

 

Penetration of all large cities and almost 
all provinces in China

►

 

Focus on penetrating medium / small 
cities with continued internet and on- 
site promotional events

►

 

Expanded advertising initiatives

Maximize Player Awareness and Game Recognition to Improve PenetrMaximize Player Awareness and Game Recognition to Improve Penetrationation

Expanding Marketing and Distribution 
Network 
Expanding Marketing and Distribution 
Network

►

 

250 proprietary liaison offices

►

 

1,300 dedicated liaison personnel

►

 

Over 200 distributors

►

 

116,500 retail outlets

►

 

Frequent online and on-site events and 
promotions in Internet cafes

►

 

Advertising via newspapers, Internet 
portal and TV
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New Game PipelineNew Game Pipeline

©

 

2007 Giant Interactive Group, Inc. All Rights Reserved
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Strong Product and Technology 
Capabilities 
Strong Product and Technology 
Capabilities

Greater 
Interactivity

Formula for Great GamesFormula for Great Games

Continuous Update

►

 

Strong server 
technology enables 
large number of 
concurrent players

►

 

Enhances the 
interactivity and 
playability of our 
game

Comprehensive 
Features

►

 

Comprehensive 
game design 
approach, catering 
to different players, 
levels of 
affordability and 
preferences

Local Appeal

►

 

Effectively collect 
players’ ideas and 
feedback through 
various channels of 
communication

►

 

Experienced in 
developing Chinese- 
themed storylines 
that appeal to 
Chinese players

►

 

Continuous R&D 
enhances game life 
span

►

 

Constant expansion 
pack releases

►

 

“Player first” culture 
drives game 
development and 
updates

Consistent formula differentiates and drives the success of our Consistent formula differentiates and drives the success of our gamesgames
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State of Art Server TechnologyState of Art Server Technology

Strong and Reliable 
Server Technology and 

Operational Infrastructure

►

 

Up to 40,000 players 
can simultaneously 
interact in the same 
game shard

►

 

We believe ZT Online’s 
concurrent user 
capacity to be larger 
than most other MMO 
games currently 
operating in China

►

 

Advanced sever 
technology intended to 
enable up to 1 million 
concurrent players in a 
single shard

►

 

We expect Giant Online to 
have the largest 
concurrent user capacity 
in a single shard among all 
MMO games in China

Enhanced Playability More Intense Interaction Complex Social Network

Giant OnlineGiant OnlineZT OnlineZT Online
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►

 

Further enhanced 
interactivity based on 
physical locations of 
players

►

 

Encourages users to 
form local bonds, and 
face foreign friends or 
foes together

►

 

Social networking 
features with new in- 
game virtual products 
and services

►

 

Full 3D MMORPG set in 
the first true multi 
sports world

►

 

Train your character in 
football, basketball, 
tennis, skiing, and track 
& field

►

 

Compete with other 
players in tournaments 
or play together as a 
team and start a club

►

 

Free-to-play 3D 
MMORPG with 
medieval magical 
theme

►

 

Third sequel in the 
popular King of Kings 
series

►

 

Developed by Lager 
Networks in Taiwan

►

 

Free-to-play 2.5D 
MMORPG with modern- 
era military theme

►

 

Target to position as 
the most affordable 
free-to-play game in 
China

►

 

Advanced server 
technology intended to 
enable up to 1 million 
concurrent players in a 
single shard

ZT OnlineZT Online (Expansion Pack)(Expansion Pack)

Neighboring FriendsNeighboring Friends
Giant OnlineGiant Online Empire of SportsEmpire of Sports King of Kings IIIKing of Kings III

2008200820082008

Focused Product PipelineFocused Product Pipeline
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Key Financial HighlightsKey Financial Highlights

©

 

2007 Giant Interactive Group, Inc. All Rights Reserved
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Profitable GrowthProfitable Growth

Gross Profit

Net Revenue

Net Income
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1Q 06 – 3Q 07 Compound Quarterly Growth Rate: 79.8%

1Q 06 – 3Q 07 Compound Quarterly Growth Rate: 87.6%
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Continued High MarginsContinued High Margins

Gross Profit Margin

Net Income Margin

92.4% 92.8%
85.3%

91.2% 89.6% 88.8%

71.3%

1Q06 2Q06 3Q06 4Q06 1Q07 2Q07 3Q07

62.6%

74.9%

49.9%

78.2%
71.4% 71.6%

-4.3%

1Q06 2Q06 3Q06 4Q06 1Q07 2Q07 3Q07
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3Q 2007 Key Financial  Highlights3Q 2007 Key Financial  Highlights

(In millions, except EPS data)

Q3 2007
US$

Q3 2007
RMB

Q3 2006
RMB

Y-o-Y% Q2 2007
RMB

Q-o-Q %

Total Net Revenue 54.1 405.2 153.4 164.2% 370.2 9.5%

Cost of Services 6.1 45.4 11.1 311.2% 38.6 17.7%

Gross Profit 48.0 359.8 142.3 152.8% 331.6 8.5%

Operating Expenses 9.4 70.2 27.8 152.6% 67.9 3.3%

Income from Operations 38.7 289.6 114.5 152.9% 263.7 9.8%

Net Income 38.7 290.2 114.9 152.6% 264.2 9.8%

Diluted EPS 0.18 1.38 0.57 142.1% 1.32 4.5%
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Solid Balance SheetSolid Balance Sheet

(In millions)

Q3 2007
US$

Q3 2007
RMB

Q2 2007
RMB

Cash 156.1 1,170.0 98.9

Current Assets 164.2 1,230.6 1,048.7

Total Assets 194.6 1,457.9 1,151.8

Current Liabilities 63.3 474.0 349.1

Total Liabilities 63.3 474.0 369.6

Shareholders’ Equity 131.3 983.9 782.2

Total Liability and Shareholders’ Equity 194.6 1,457.9 1,151.8
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Expand and Enhance Our Product Offerings 

Expand Our Player Base in China and Internationally 

Strengthen Our Technology and Operational Platforms 

Continue to Attract and Retain Quality Development Talent 

Pursue Opportunities for Acquisitions, Strategic Joint Ventures 
and Opportunistic Investments 

11

33

55

66

44

Growth StrategyGrowth Strategy
To Become the Largest Online Game Developer and Operator in AsiaTo Become the Largest Online Game Developer and Operator in Asia

Enhance Interactive Community Features to Attract New 
Players and Increase Player Loyalty 22
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AppendicesAppendices

©

 

2007 Giant Interactive Group, Inc. All Rights Reserved
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History and Key MilestonesHistory and Key Milestones

Commenced 
operation through 
Shanghai Zhengtu

 
Network 

Commercially 
launched the first

 
MMO game, ZT 

Online

Established Offshore 
Company, Giant 

Interactive Group Inc.

Commenced 
closed beta testing for 

the second MMO 
game, Giant Online

Peak Concurrent 
User of ZT Online 

reached one million

Acquired the 
intellectual property 

rights of King of 
Kings III

Commercially 
launch Giant 

Online

Secured Exclusive 
License to 

Operate Empire of 
Sports

20042004 JanuaryJanuary 
20062006

September September 
20062006

MayMay 
20072007

MayMay 
20072007

3Q3Q 
20072007

4Q4Q 
20072007

1Q1Q 
20082008

NYSE IPO on November 1, 2007

20082008

Commercially 
launch King 
of Kings III

Commenced 
official closed 

beta testing for 
Giant Online



© 2007 Giant Interactive Group, Inc. All Rights Reserved 28

Giant OnlineGiant Online

●

 

Giant Online is one of the first modern-era military-themed MMO games developed in 
China. 

●

 

Giant Online is a free-to-play game, which enables players, and groups of players, to 
purchase a wide range of virtual products and services. 

●

 

Giant Online is a “2.5 dimensional”

 

game, meaning that all the characters, items and 
the background in the game are depicted three dimensionally, while the camera angle 
is fixed. 

●

 

Giant Online players may assume one of 14 different roles, such as detectives and 
spies. Players can equip their characters with a range of modern

 

weaponry. Apart from 
waging war, characters can also engage in various forms of in-game social interaction, 
such as friendship and even romance.

●

 

Giant Online is divided into numerous regions. Each player must guide his 
or her character to develop skills and cooperate with other players to fight 
against players from other regions.

●

 

Giant Online will feature multiple shards, and will also enable players to 
travel between different shards. It will enable up to 1,000,000 players to 
concurrently play in the same shard. 

●

 

We commenced our closed testing for Giant Online in June 2007, and 
expect to commercially launch Giant Online in the fourth quarter

 

of 2007.
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Empire of SportsEmpire of Sports

●

 

Empire of Sports is a 3D MMORPG set in the first multi sports gaming world. 

●

 

Empire of Sports will allow players to customize their characters’

 

physical talents by 
undergoing different training regiments. 

●

 

Players will be able to compete against or form teams with other

 

players in a wide 
variety of sports, such as basketball, football, tennis, skiing,

 

track & field, and 
bobsleigh. 

●

 

We obtained the license for Empire of Sports from Switzerland-based Empire of 
Sports Ltd. Empire of Sports Ltd., a joint venture between Infront

 

Sports and Media 
and F4. 

●●

 

Adding to the realism and authenticity Adding to the realism and authenticity 
of the games, real referees and sports of the games, real referees and sports 
experts were consulted during the experts were consulted during the 
design of the game to incorporate realdesign of the game to incorporate real--

 
world sports regulations.world sports regulations.

●●

 

We expect We expect to launch Empire of Sports 
in 2008.
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King of Kings IIIKing of Kings III

●

 

K III is a three-dimensional online role-playing experience set in a European-style 
magical world. 

●

 

Players assume the roles of K III heroes as they explore across a virtual world of 
forests and medieval cities and castles. 

●

 

K III is the third installment of the King of Kings series of MMO games, which was 
launched in Taiwan in 1999, and which we believe was the first MMO game series to 
be operated in greater China.

●

 

We acquired the intellectual property rights to K III from Lager

 

Network in the third 
quarter of 2007. 

•

 

Our product development team is presently in the process 
of working with Lager Network to further develop the 
game and tailor it to the Chinese market.

•

 

We currently expect to commercially launch the game in 
the second half of 2008.



© 2007 Giant Interactive Group, Inc. All Rights Reserved 31

RegulationsRegulations

•

 

Online game operators in China are required to hold a variety of

 

permits and licenses:

ICP license

Internet Culture Operating license

Internet Publishing license

Online Bulletin Board Service approval

•

 

Regulation of Internet content

Specifically prohibit obscenity, gambling, violence, crimes, undermining public moral or the cultural 
traditions of China, etc.

•

 

Regulation of information security

Subject to criminal punishment in China if engaged in:

−

 

Improper entry into a computer or system of strategic importance

−

 

Disseminate politically disruptive information

−

 

Leak state secrets

−

 

Spread false commercial information

−

 

Infringe intellectual property rights
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Regulations (continued)Regulations (continued)

•

 

Import regulation

Required registration with MOFCOM when importing/exporting online game software into/out of 
China

Ministry of Culture requires content review and approval of any imported online game

State Copyright Bureau requires registration of copyright agreements for imported software

Ministry of Information Industry requires registration of imported online games into China

•

 

Internet Cafe regulation

Require Internet Culture Operation license from MOC

Require registration with SAIC

•

 

Fatigue System adopted by all Chinese game operators to curb addictive behavior by minors

3 hours or less of continuous play by minors is considered “healthy”

3 to 5 hours of continuous play by minors is considered “fatiguing”

5 hours or more of continuous play by minors is considered “unhealthy”
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