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INTRODUCTION

Except where the context otherwise requires and for purposes of this annual report only:
we, us, ourcompany, thecompany, our refer to China Finance Online Co. Limited, or CFO Hong Kong ar
subsidiaries, and, in the context of describing our operations include our PRC-incorporated affiliates;

shares and ordinary shares refer to our ordinary shares, preferred shares refers to our preferred shares, all of
which were converted into our ordinary shares upon the completion of our initial public offering on
October 20, 2004, ADSs refers to our American depositary shares, each of which represents five ordinary
shares, and ADRs refers to the American depositary receipts which evidence our ADSs;

China or PRC refers to the People s Republic of China, excluding Taiwan, Hong Kong and Macau;
Hong Kong refers to the Hong Kong Special Administrative Region of the People s Republic of China; and
all references to Renminbi, RMB or yuan are to the legal currency of China, all references to U.S. dollars,
dollars, $ or US$ are to the legal currency of the United States and all references to Hong Kong dollars or
are to the legal currency of Hong Kong. Any discrepancies in any table between totals and sums of the amounts
listed are due to rounding.
We and certain selling shareholders of our company completed the initial public offering of 6,200,000 American
Depositary Shares, each representing five of our ordinary shares, par value HK$0.001 per share on October 20, 2004.
On October 15, 2004, we listed our ADSs on the Nasdaq Global Market (known as the Nasdaq National Market prior
to July 1, 2006), or Nasdaq, under the symbol JRIC.
FORWARD-LOOKING INFORMATION
This annual report on Form 20-F contains forward-looking statements that are based on our current expectations,
assumptions, estimates and projections about us and our industry. All statements other than statements of historical
fact in this annual report are forward-looking statements. These forward-looking statements can be identified by
words or phrases such as may, will, expect, anticipate, estimate, plan, believe, is/are likely to or other:
expressions. The forward-looking statements included in this annual report relate to, among others:
our goals and strategies, including how we effect our goals and strategies;
our future business developments, business prospects, financial condition and results of operations;
our future pricing strategies or policies;
our plans to expand our service offerings;
our plans to use acquisitions and strategic investments as part of our corporate strategy;
competition in the PRC financial data and information services industry;
performance of China s securities markets;
performance of Hong Kong s securities markets;
growth in our subscriber base;

PRC governmental policies relating to taxes and how they will impact our business;

PRC governmental policies relating to the Internet and Internet content providers;
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PRC governmental policies relating to the distribution of content, especially the distribution of
financial content over the Internet; and

PRC governmental policies relating to mobile value-added services.
These forward-looking statements involve various risks, assumptions and uncertainties. Although we believe that our
expectations expressed in these forward-looking statements are reasonable, we cannot assure you that our expectations
will turn out to be correct. Our actual results could be materially different from and worse than our expectations.
Important risks and factors that could cause our actual results to be materially different from our expectations are
generally set forth in Item 3.D of this annual report, Key information Risk Factors and elsewhere in this annual
report.
This annual report on Form 20-F also contains data related to the online financial data and information services
market and the Internet. This market data includes projections that are based on a number of assumptions. The online
financial data and information services market may not grow at the rates projected by market data, or at all. The
failure of these markets to grow at the projected rates may have a material adverse effect on our business and the
market price of our ADSs. In addition, the relatively new and rapidly changing nature of the online financial data and
information services industry subjects any projections or estimates relating to the growth prospects or future condition
of our markets to significant uncertainties. Furthermore, if any one or more of the assumptions underlying the market
data turns out to be incorrect, actual results may differ from the projections based on these assumptions.
The forward-looking statements made in this annual report relate only to events or information as of the date on which
the statements are made in this annual report. You should not place undue reliance on these forward-looking
statements and you should read these statements in conjunction with the risk factors disclosed in Item 3.D of this
annual report, Key Information Risk Factors. We undertake no obligation to update any forward-looking statements
to reflect events or circumstances after the date on which the statements are made or to reflect the occurrence of
unanticipated events.

PART I

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS
Not Applicable.
ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE
Not Applicable.
ITEM 3. KEY INFORMATION
A. Selected financial data.
The selected historical consolidated financial statement of operations data for the years ended December 31, 2006,
2007 and 2008 and the selected historical consolidated balance sheet data as of December 31, 2007 and 2008 set forth
below are derived from our audited historical consolidated financial statements included elsewhere in this annual
report. The selected historical consolidated statement of operations data for the years ended December 31, 2004 and
2005 and the selected historical consolidated balance sheet data as of December 31, 2004, 2005 and 2006 set forth
below are derived from our audited historical consolidated financial statements, which are not included in this annual
report. This data may not be indicative of our future condition or results of operations and should be read in
conjunction with Management s Discussion and Analysis of Financial Condition and Results of Operations and the
consolidated financial statements and accompanying notes.

(in thousands of U.S. dollars, except per share For the year ended December 31,
or per ADS data)(1) 2004 2005 2006 (4) 2007 2008

Consolidated statement of operations and
comprehensive income (loss) data:

Net revenues 6,016 7,482 7,128 25,903 56,243
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(in thousands of U.S. dollars, except per share For the year ended December 31,

or per ADS data)(1) 2004 2005 2006 (4) 2007 2008
Cost of revenues (393) (482) (1,468) (4,427) (9,367)
Gross profit 5,623 7,000 5,660 21,476 46,876

Operating expenses:

General and administrative (730) (1,740) (2,956) (7,784) (15,371)
Product development (172) (236) (742) (2,269) (5,635)
Sales and marketing (800) (1,795) (2,666) (6,924) (13,521)
Total operating expenses (1,702) (3,771) (6,364) (16,977) (34,527)
Subsidy income 136 437
Income (loss) from operations 3,921 3,229 (704) 4,635 12,786
Interest income 294 1,486 1,003 1,105 1,608
Other income (expense) 2) 115 9 (169)
Exchange gain (net) 366 267 424 1,490
Loss from impairment of cost method investment (1,322) (11,127)

Income (loss) before income taxes 4,213 5,081 (641) (4,954) 15,715
Income tax benefit (provision) 384 457) 41 809 3,047
Purchased pre-acquisition earning 227
Minority interests in net income of consolidated

subsidiary 15 31
Net income (loss) $ 4,597 $ 4,624 $ (600) $ 4,130) $ 19,020

Dividends on preference shares
Income (loss) attributable to ordinary shareholders  $ 4,597 $ 4,624 $ (600) $ 4,130) $ 19,020

Income (loss) per share-basic $ 0.12 $ 0.05 $ (0.01) $ (0.04) $ 0.19
Income (loss) per share-diluted $ 0.05 $ 0.04 $ (0.01) $ (0.04) $ 0.17
Income per ADS equivalent-basic(2) $ 0.59 $ 025 $ (0.03) $ (0.22) $ 0096
Income per ADS equivalent-diluted(2) $ 0.26 $ 022 $ (0.03) $ (0.22) $ 084
Dividends declared per ordinary share or

preference shares $

For the year ended December 31,
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(in thousands of U.S. dollars)(1) 2004
Consolidated balance sheet data:

Cash and cash equivalents $70,596
Current working capital(3) 67,590
Total assets 71,861
Deferred revenue, current 3,487
Total current liabilities 3,773
Deferred revenue, non-current

Total shareholders equity $68,088

(1) For the results
of operations for
a specified
period, all
translations
from Renminbi
to U.S. dollars
were calculated
by using the
average of the
exchange rates
on each day
during the
period. All
translations
from Renminbi
to U.S. dollars
were calculated
for the periods
listed below at
the
corresponding
rates

For the years ended December 31,

2003
2004
2005
2006
2007
2008

For consolidated
balance sheet
data, all
translations
from Renminbi

Table of Contents

2005

$46,168
45,227
63,113

1,859
2,282

$60,831

2006

$44.,956
38,011
71,119

6,419
8,521

$62,453

2007

$ 74,729
53,811
103,885

20,457
31,034
4,665

$ 67,362

2008

$ 97,544
78,226
141,823

28,202
35,472
8,786

$ 96,942

RMB per
US$1.00

8.2770
8.2780
8.1472
7.9693
7.6072
6.9477

13



2

3)

(C))

to U.S. dollars
were calculated
at the exchange
rate at the end
of that year. The
exchange rates
were as set forth
below as of the
corresponding
dates:

As at December 31,

2003
2004
2005
2006
2007
2008

Each ADS
represents five
ordinary shares.

Current working
capital is the
difference
between total
current assets
and total current
liabilities.

In 2006, the
Company
changed its
method of
accounting for
stock-based
compensation to
conform to
Statement of
Financial
Accounting
Standard
No. 123 (revised
2004),
Share-Based
Payment ,
effective on
January 1, 2006.
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RMB per
US$1.00

8.2769
8.2765
8.0702
7.8087
7.2946
6.8225
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In 2007, the
Company
adopted the
recognition and
measurement
methods under
Financial
Accounting
Standards Board
Interpretation
No. 48
Accounting for
Uncertainty in
Income
Taxes-An
Interpretation of
FASB
Statement
No. 109.
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Exchange Rate Information

We have published our financial statements in U.S. dollars. Our business is primarily conducted in China and
denominated in Renminbi. Periodic reports will be made to shareholders and will be expressed in U.S. dollars using
the then-current exchange rates. The conversion of Renminbi into U.S. dollars in this annual report is based on the
noon buying rate in The City of New York for cable transfers of Renminbi as certified for customs purposes by the
Federal Reserve Bank of New York. Unless otherwise noted, all translations from Renminbi to U.S. dollars in this
annual report were made at $1.00 to RMB6.8225, which was the prevailing rate on December 31, 2008. The
prevailing rate on May 15, 2009 was $1.00 to RMB6.8247. We make no representation that any Renminbi or U.S.
dollar amounts could have been, or could be, converted into U.S. dollars or Renminbi, as the case may be, at any
particular rate, the rates stated below, or at all. The PRC government imposes controls over its foreign currency
reserves in part through direct regulation of the conversion of Renminbi into foreign exchange and through restrictions
on foreign trade.

The People s Bank of China sets and publishes daily a base exchange rate. Until July 21, 2005, the People s Bank of
China set this rate with reference primarily to the supply and demand of Renminbi against the U.S. dollar in the
market during the prior day. Beginning on July 21, 2005, the People s Bank of China has set this rate with reference
primarily to the supply and demand of Renminbi against a basket of currencies in the market during the prior day. The
People s Bank of China also takes into account other factors such as the general conditions existing in the international
foreign exchange markets. Although governmental policies were introduced in the PRC in 1996 to reduce restrictions
on the convertibility of Renminbi into foreign currency for current account items, conversion of Renminbi into foreign
exchange for capital items, such as foreign direct investment, loans or security, requires the approval of the State
Administration for Foreign Exchange and other relevant authorities.

The following table sets forth various information concerning exchange rates between the Renminbi and the U.S.
dollar for the periods indicated. These rates are provided solely for your convenience and are not necessarily the
exchange rates that we used in this annual report or will use in the preparation of our periodic reports or any other
information to be provided to you. The source of these rates is the Federal Reserve Bank of New York.

Average(1) High Low Period-end
(RMB per U.S.$1.00)

December 31, 2004 8.2768 8.2774 8.2764 8.2765
December 31, 2005 8.1472 8.2765 8.0702 8.0702
December 31, 2006 7.9693 8.0705 7.8051 7.8087
December 31, 2007 7.5806 7.8127 7.2946 7.2946
December 31, 2008 6.9193 7.2946 6.7800 6.8225
Most recent six months:

November 2008 6.8281 6.8373 6.8220 6.8254
December 2008 6.8539 6.8842 6.8225 6.8225
January 2009 6.8382 6.8399 6.8360 6.8380
February 2009 6.8357 6.8398 6.8327 6.8379
March 2009 6.8341 6.8395 6.8293 6.8359
April 2009 6.8312 6.8370 6.8250 6.8250
May 2009 (through 15th) 6.8228 6.8247 6.8201 6.8247

(1) Averages are
calculated from
month-end
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rates.

B. Capitalization and indebtedness.
Not Applicable.

C. Reasons for the offer and use of proceeds.
Not Applicable.

D. Risk factors.

Risks relating to our business

Table of Contents

17



Edgar Filing: China Finance Online Co. LTD - Form 20-F

Table of Contents

The unprecedented global financial crisis and economic downturn could adversely affect the our business.

Our business can be adversely affected by the general environment-economic, securities market and financial
developments all could significantly influence the overall interests and engagement of Chinese investors in the stock
market. If the global financial crisis and economic downturn continue or deteriorate further, we expect Chinese
investors to become more cautious in making investments in Chinese stock markets, which in turn may have adverse
impact in our results of operation and business.

Negative changes in China s securities markets, economic conditions, inflation, regulatory policies, interests rates
and other factors that could affect investors interests in investing in China s securities markets could have an
adverse effect on our business.

We believe that the level of public interest in investing in China s securities market could significantly influence the
demand for market intelligence on China s securities markets and our products. Such demand could be affected by the
level of trading activity in China s securities markets. During the past several years, China s securities markets have
experienced significant volatility. The benchmark Shanghai Stock Exchange A-Share Index surged 124.33% between
the start of 2006 and the market peak in October, 2007, despite of the severe corrections on February 27, 2007 and
May 30, 2007, when China stock market declined approximately 9% and 7% on a single trading day, respectively.
Then the Shanghai Stock Exchange A-Share Index declined 43% from late October, 2007 till the end of March, 2008.
Primarily due to the impact of global economic crisis, the benchmark Shanghai Composite Index ended 2008 down a
record 65% after reaching an all-time high on October 16, 2007. Any factors that lead to prolonged weakness or
intensified volatility in China s securities markets in the future may diminish investors interest in China s securities
markets, and our business could be adversely affected accordingly.

China s securities market is further limited by a lack of hedging instruments that would assist investors in hedging
against market volatility. For example, investors are not permitted to sell short in China s securities markets. Because
our business is dependent on investors interest in China s securities markets, our business could be materially and
adversely affected if market volatility and the lack of hedging instruments continue to affect China s securities markets
and dampen investors interest in China s securities markets.

In response to the increased inflation rate during 2004, the Chinese government announced measures to restrict
lending and investment in China in order to reduce inflationary pressure on China s economy. In 2006 and 2007, the
People s Bank of China announced a series of basic interest rate increases and other measures to reduce inflationary
pressure. However, in response to the slowdown of China s economy as a result of the global financial crisis, the
Central Bank of China cut interest rates by more than a full percentage point in November, 2008, the largest rate
reduction since 1998, with the intention to encourage lending and investment. The change in inflation on interest rates
in China could have a significant impact on Chinese investors general engagement and interests in China s stock
market, which will in turn affect our business. Any measures adopted by the Chinese Central Bank, such as an interest
rate increase to reduce an inflation rate, may have an adverse effect on China s securities markets, which could
adversely impact our business.

Downturns, disruptions and volatility in Hong Kong securities markets and negative developments in the business,
economic, and market conditions that could affect investors interests in investing in Hong Kong securities
markets could have adverse impact on our business in the future.

Following the acquisition of Daily Growth Securities Limited, or Daily Growth Securities, a licensed securities
brokerage firm incorporated in Hong Kong, in 2007, which is now a subsidiary of Daily Growth Financial Holdings
Limited, or Daily Growth Holdings, we provide a diversified portfolio of brokerage and informational service to our
clients in connection with their investment in Hong Kong securities market. Lower trading volumes and price levels of
securities transactions in Hong Kong securities market may affect investors interests in investing in Hong Kong
securities markets and have adverse impact on our business in the future. Historically, securities trading volume and
price level in Hong Kong have fluctuated considerably. After reaching its all-time high on October 30, 2007, the Hang
Seng index lost approximately 30% from October 30, 2007 through March 9, 2008. On October 27, 2008, the Hang
Seng index fell to 10,676 points, having fallen nearly two-thirds from its all-time peak mainly due to the global
financial crisis. These fluctuations may result from regional and global economic, political and market conditions,
broad trends in business and finance that are out of our control.
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Our securities brokerage, futures trading and wealth management business in Hong Kong operate in a highly
regulated industry and compliance failures could adversely affect our business.
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Daily Growth Securities provides a diversified portfolio brokerage and other related services to our customers who
invest in stocks listed on the Hong Kong Stock Exchange. Daily Growth Futures Limited, or Daily Growth Futures, a
licensed futures trading firm incorporated in Hong Kong, intends to commence futures contract trading business in
2009. The securities brokerage and futures trading business and operations in Hong Kong are subject to extensive
regulations by the Hong Kong Stock Exchange and Hong Kong Securities and Futures Commission, which may
increase our cost of doing business and may be a limiting factor on the operations and development of our securities
brokerage and futures trading business. The regulation on securities broker-dealer and futures trading business is also
an ever-changing area of law and is subject to modification by government, regulatory and judicial actions. As our
business has expanded into the securities brokerage and futures trading areas in Hong Kong, we devote more time to
regulatory matters. Failure to comply with any of the laws, rules or regulations applicable to our securities brokerage
and futures trading business could lead to adverse consequences including, without limitation, investigations, fines,
law suits and other penalties from regulatory agencies. Any of these consequences could adversely affect our
securities broker-dealer and futures trading business.

Our business could be materially and adversely affected if new features and new research tools are not accepted by
users.

We currently offer to our subscribers a limited number of service packages with different features and functionalities.
If we introduce a new feature or a new research tool that is not favorably received, our current subscribers may not
continue to use our service as frequently as before. New subscribers could also choose a competitive or different
service offering over ours. We may also experience difficulties that could delay or prevent us from introducing new
research tools or features. Furthermore, these research tools or features may contain errors that are discovered after the
services are introduced. We may need to significantly modify the design of these research tools or features to correct
these errors. Our business could be materially and adversely affected if we experience difficulties or delays in
introducing new features and research tools or if these new features and research tools are not accepted by users.

We may not be able to successfully implement our growth strategies, which could materially and adversely affect
our business, financial condition and results of operations.

We are pursuing a number of growth strategies, which will require us to expand our data and information content and
service offerings through internal development efforts and through partnerships, joint ventures and acquisitions. Some
of these strategies relate to new service offerings for which there are no established markets in China, or relate to
service offerings in which we lack experience and expertise. We cannot assure you that we will be able to deliver new
service offerings on a commercially viable basis or in a timely manner, or at all.

In addition, online advertising business strategies may be developed in addition to our subscription-based service
offerings. However, since we regard subscription-based services as our current core business and allocate a significant
portion of the advertising inventories of our websites, namely, www.jrj.com and www.stockstar.com, to promote our
subscription-based service offerings, to date, our current online advertising business has been limited. We cannot
assure you that we will be able to efficiently or effectively implement and grow our online advertising business, or
that online advertising on our websites will not detract from our users experience and thereby adversely affect our
brand name or our subscription-based service offerings.

If we are unable to successfully implement our growth strategies, our revenue and profitability will not grow as we
expect, if at all, and our competitiveness may be materially and adversely affected.

We face significant competition which could adversely affect our business, financial condition and results of
operations.

The online financial data and information services market in China is relatively new, has few substantial barriers to
entry and is competitive and rapidly changing. More broadly, the number of financial news and information sources
competing for consumers attention and spending has increased since we commenced operations and we expect that
competition will continue to intensify. We currently compete, directly and indirectly, for paying subscribers and
viewers with companies in the business of providing financial data and information services, including publishers and
distributors of traditional media, Internet portals providing information on business, finance and investing, dedicated
financial information websites, personal stock research software vendors and stock brokerage companies, especially
stock brokerage companies with online trading capabilities. Some of the sponsors with whom we currently maintain
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Many of our existing competitors, as well as a number of potential new competitors, have longer operating histories,
greater name recognition, larger customer bases and significantly greater financial, technical and marketing resources
than we do. This may allow them to adopt our business model and devote greater resources than we can to the
development and promotion of service offerings similar to or more advanced than our own. These competitors may
also engage in more extensive research and development, undertake more far-reaching marketing campaigns, adopt
more aggressive pricing policies and offer products and services that achieve greater market acceptance than ours.
They may also undercut us by making more attractive offers to our existing and potential employees, content
providers and sponsors. New and increased competition could result in price reductions for our research tools, reduced
margin or loss of market share, any of which could materially and adversely affect our business, results of operations
and financial condition.

In addition to us, many companies in China offer stock quotes, economic and company-specific news, historical stock
performance statistics, online chatting regarding individual securities and other features for free over the Internet. If
users determine that the information available for free over the Internet is sufficient for their investing needs, they
would be unlikely to pay for subscription to our services, thus reducing our revenues and net income and forcing us to
develop a new business model. Furthermore, the amount and quality of information available for free over the Internet
may expand in the future, reducing the attractiveness of our services and forcing us to spend additional money to
develop more sophisticated services in order to compete. There can be no assurance that we would be successful in
developing a new business model or more advanced services in response to either of the above challenges. Failure to
do so would lead to significant declines in our number of subscribers, revenues and net income.

Our business could be materially and adversely affected if the stock exchanges from which we receive data and
information fail to deliver us reliable data and price quotes or other trading related information, or if we cannot
maintain our current business relationships with our historical data providers on commercially reasonable terms.
We depend on three securities data providers associated with the Shanghai, Shenzhen and Hong Kong stock
exchanges to provide us with real-time stock, bond and mutual fund quotes and other trading related information. We
primarily rely on contractual arrangements with Shanghai Stock Exchange Information Network Co., Ltd., which is
associated with the Shanghai Stock Exchange, and with Shenzhen Securities Information Co., Ltd., which is
associated with the Shenzhen Stock Exchange, HKEx Information Services Limited, which is associated with the
Hong Kong Stock Exchange, pursuant to which we pay fixed service fees in exchange for receiving real-time price
quotes and other trading related information through satellite communication. In June 2006, we are certified by
Shanghai Stock Exchange Information Network Co., Ltd. to develop service packages based on Level II quotes
(which provide insight into stock price movements and provide faster and more comprehensive trading data), and
upgrade the features and functions of our current products. The definitive agreement is contemplated to continue
through July 31, 2009. In January 2008, we entered into a license agreement with Shanghai Stock Exchange
Information Network Co., Ltd. to distribute TopView which is a series of trading data and statistics for stocks listed
on the Shanghai Stock Exchange. Among other things, TopView reveals valuable statistics, such as trading volume
and prices of various types of trading accounts, which give investors insight into major market participants trading
activities in specific stocks and help investors make more informed decisions. The agreement authorizes us to use
TopView to enhance features and functionalities of our existing products and develop new product offerings. The
definitive agreement is contemplated to continue through December 12, 2008. We began to distribute TopView data
early in 2008, and have integrated TopView to some of our products. On December 12, 2008, Shanghai Stock
Exchange Information Network Co., Ltd, informed us that it will no longer provide TopView market data to
third-party vendors, including us, effective January 1, 2009. As such, we will discontinue TopView series of market
data analysis products effective January 1, 2009. Although we are continuing to design and improve new and existing
products as substitutes for TopView, the termination of TopView products is likely to have a material impact on our
business in 2009. Any disruption in our ability to secure data, price quotes or other trading related information on
timely basis either through technical issues or through our inability to maintain and renew our contracts with the
Shanghai and Shenzhen Stock Exchanges will have a material adverse effect on our business.

We have also transitioned the primary source of historical data and information on listed companies, bonds and
mutual funds to Shenzhen Genius Information Technology Co. Ltd., or CFO Genius, which we acquired in
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September 2006. Starting from May 2007, CFO Genius has become our primary provider of historical data and
information, thereby mitigating our reliance on third-party backup providers of such historical data and information.
Though we maintain raw data provision contracts with Financial China Information & Technology Co., Ltd. and
Shanghai Gildata Service Co., Ltd. as alternative sources of historical data and information, any problems arising in or
any disruption to CFO Genius as the primary provider of historical data and information will have a material adverse

effect on our business.
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We cannot assure you that we will be able to enter into business arrangements with either of the two securities data
providers associated with the Shanghai and Shenzhen Stock Exchanges on commercially reasonable terms, or at all,
after our current contracts expire. We cannot assure you that the two securities data providers will not charge us
service fees substantially higher than the service fees we are currently paying. Our business, financial condition and
results of operations could be materially and adversely affected if either of our two securities data providers imposes
on us service fees substantially higher than the service fees we are currently paying. Even if we are able to maintain
our current business arrangements for data on commercially reasonable terms, either of the two securities data
providers may fail to deliver us reliable price quotes or other trading related information. In either case, it would be
difficult for us to receive reliable real-time price quotes and other trading related information from a different source,
which could materially and adversely affect our business.
Additionally, we cannot assure you that we will be able to enter into or maintain our business arrangements with our
current data providers on commercially reasonable terms or at all. In this case, it could take time for us to locate
alternative providers of comprehensive historical data and information on commercially reasonable terms, which
could cause disruptions to our operations and adversely affect our business. Even if we are able to find alternative data
providers, they may fail to deliver to us reliable and comprehensive data and information in accordance with our
specifications and requirements, which could materially and adversely affect our business.
Our business would be adversely affected if we do not continue to expand and maintain an effective telemarketing
and customer support force.
We market our service offerings through our websites, as well as through our telemarketing and customer service
centers in Beijing, Shanghai and Shenzhen. In addition to sales and marketing functions, we depend on our customer
support force to explain our service offerings to our existing and potential subscribers and resolve our subscribers
technical problems. Many of our telemarketing and customer support personnel have only worked for us for a short
period of time, and some of them may not have received sufficient training or gained sufficient experience to
effectively serve our customers. In addition, we will need to further increase the size of our customer support force as
our business continues to grow. We may not be able to hire, retain, integrate or motivate additional customer support
personnel without any short-term disruptions of our operations. As a result, our business could be adversely affected if
we do not continue to expand and maintain an effective customer support force.
Acquisitions present many risks, and we may not realize the financial and strategic goals that were contemplated at
the time of the acquisitions.
An active acquisition program is an important element of our corporate strategy. For example, we acquired CFO
Genius, a financial information database provider mainly serving Chinese domestic institutional customers, in
September 2006. In October 2006, we acquired Stockstar Information Technology (Shanghai) Co., Ltd., or CFO
Stockstar, a leading finance and securities website in China. In November 2007, we acquired Daily Growth Securities,
a licensed securities brokerage firm incorporated in Hong Kong. In October 2008, Fortune Software (Beijing) Co.,
Ltd, or CFO Software, one subsidiary of the Company acquired Shenzhen Newrand Securities Advisory and
Investment Co., Ltd., or CFO Newrand, which is a licensed security consulting firm, and CFO Software also acquired
Zhongcheng Futong Co., Ltd., or CFO Zhongcheng & CFO Futong. We may not be able to achieve all of the benefits
of the business combinations or to successfully integrate the operation of CFO Stockstar, CFO Genius, Daily Growth
Securities, CFO Newrand, CFO Zhongcheng and CFO Futong operations into ours. CFO Newrand, CFO Zhongcheng
and CFO Futong did not commence business operations in 2008. While CFO Stockstar, CFO Genius and Daily
Growth Securities contributed positive operating cash flows on a collective basis in 2008, we cannot assure you that
they will continue to do so. Moreover, we expect to continue to acquire companies, products, services and
technologies. Risks we may encounter in acquisitions include:

the acquisition may not further our business strategy, or we may pay more than it is worth;

we may not realize the anticipated increase in our revenues if we are unable to sell the acquired company s
products to our customer base, or the acquired contract models of acquired contract models companies;
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our existing operations or their products and services with our existing products and services;

we may have higher than anticipated costs in continuing support and development of acquired products;
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we may have multiple and overlapping product lines that are offered, priced and supported differently, which
could cause customer confusion and delays;

our due diligence process may fail to identify problems, such as issues with unlicensed use of intellectual
property;

we may have legal and tax exposures or lose anticipated tax benefits as a result of unforeseen difficulties in our
legal entity integration activities;

we may face contingencies related to intellectual property, financial disclosures and accounting practices or
internal controls;

our ongoing business may be disrupted and our management s attention may be diverted by transition or
integration issues; and

to the extent that we issue a significant amount of equity securities in connection with future acquisitions,

existing ADS holders and shareholders may be diluted and earnings per share may decrease.
These factors could have a material adverse effect on our business, results of operations, financial condition or cash
flows, particularly in the case of a larger acquisition or multiple concurrent acquisitions.
Our plan to make strategic investments may negatively affect our business due to the poor financial condition and
operating performance of those companies we invest in and other risks.
As part of our business strategy, we may also make strategic investments intended to facilitate the introduction of new
service offerings as well as to add capabilities that we do not currently have. For example, we invested in Moloon
International, Inc., or Moloon, a Chinese wireless technology and service provider, in December 2005. However, the
financial condition and operating results of companies we invest in such as Moloon could negatively affect our
business and financial condition. Government regulations may adversely affect the business of companies we invest
in, which could have a material and adverse impact on our business. For example, following an independent valuation
of our cost method investment in Moloon, it was determined that a decline in value had occurred and we recorded a
non-cash investment impairment of $11.13 million in 2007, reducing the carrying balance of such investment from
$12.61 million to $1.48 million, 88% off the book value. In the future, we may also consider further strategic
investments and partnerships with companies that specialize in non-exchange traded financial products in order to
acquire their expertise in that area which we believe are difficult to obtain otherwise.
Our ability to successfully make strategic investments will depend on the availability of suitable candidates at an
acceptable cost, our ability to compete effectively to attract and reach agreement with strategic partners on
commercially reasonable terms, the availability of financing to complete larger acquisitions or joint ventures, as well
as our ability to obtain any required governmental approvals. In addition, the benefits of a partnership or joint venture
transaction may take considerable time to develop, and we cannot assure you that any particular partnership or joint
venture will produce the intended benefits. For example, we may experience difficulties in integrating acquisitions
with our existing operations and personnel. The identification and completion of these transactions may require
significant management time and resources. Moreover, the partnership and joint venture strategies we pursue could
also cause earnings or ownership dilution to our shareholders interests, which could result in losses to investors.
Our business could be materially and adversely affected if increased usage strains our server systems or if we
suffer from other system malfunctions.
In the past, our websites have experienced significant increases in traffic when there are significant business
developments, financial news and activities, or stock market trading activities. In addition, the number of our users has
continued to increase over time and we are seeking to further increase our user base. Therefore, our website must
accommodate a high volume of traffic to meet peak user demand and deliver frequently updated information. Our
websites have in the past experienced and may in the future experience slower response time or login delays for a
variety of reasons. It is essential to our success that our websites are able to accommodate our users in an efficient
manner so that our users experience with us is viewed favorably and without frequent delays.
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due to the failure or delay in the transmission or receipt of this information. In addition, our users depend on Internet
service providers, online service providers and other website operators for access to our website. Each of them has
experienced significant outages in the past, and could experience outages, delays and other difficulties due to system
failures unrelated to our systems. These types of occurrences could cause users to perceive our website as not
functioning properly and therefore cause them to use other methods to obtain the financial data and information
services they need.

If we are not able to respond successfully to technological or industry developments, our business may be
materially and adversely affected.

The online financial data and information services market is characterized by rapid advancements in technology,
evolving industry standards and changes in customer needs. New services or technologies may render our existing
services or technologies less competitive or obsolete. Responding and adapting to technological developments and
standard changes in our industry, the integration of new technologies or industry standards or the upgrading of our
networks may require substantial time, effort and capital investment. In the event that we are unable to respond
successfully to technological industry developments, this may materially and adversely affect our business, results of
operations and competitiveness.

We may be subject to, and may expend significant resources in defending against claims based on the content and
services we provide through our website and our research tools.

Due to the manner in which we obtain, collect, categorize and integrate content for our website, and because our
services, including our online bulletin boards and discussion forums, may be used for the distribution of information
and expression of opinions, claims may be filed against us for defamation, subversion, negligence, copyright or
trademark infringement or other violations due to the nature and content of such information. For example, our
bulletin boards and online forums reflect the statements and views of persons we do not control and we cannot be
assured that such information is true and correct and is not misleading. These persons may also have conflicts of
interest in relation to their statements or views regarding securities or other financial matters. Liability insurance for
these types of claims is not currently available in the PRC. While we do not take responsibility for statements or views
presented on our website, we may incur significant costs investigating and defending these types of claims even if
they do not result in liability. Any such claim may also damage our reputation if our users and subscribers do not view
this content as reliable or accurate, which could adversely affect our business.

We may be subject to intellectual property infringement claims, which may force us to incur substantial legal
expenses and, if determined adversely against us, may materially disrupt our business.

We cannot be certain that our website content, online services and our research tools do not or will not infringe upon
patents, valid copyrights or other intellectual property rights held by third parties. We may become subject to legal
proceedings and claims from time to time relating to the intellectual property of others in the ordinary course of our
business. If we are found to have violated the intellectual property rights of others, we may be enjoined from using
such intellectual property, and we may incur licensing fees or be forced to develop alternatives. In addition, we may
incur substantial expenses in defending against these third party infringement claims, regardless of their merit.
Successful infringement or licensing claims against us may result in substantial monetary liabilities, which may
materially and adversely affect our business.

Unauthorized use of our intellectual property by third parties, and the expenses incurred in protecting our
intellectual property rights, may adversely affect our business.

We regard our copyrights, trademarks, trade secret and other intellectual property as critical to our success.
Unauthorized use of the intellectual property used in our business may adversely affect our business and reputation.
We rely on trademark and copyright law, trade secret protection and confidentiality agreements with our employees,
customers, business partners and others to protect our intellectual property rights. Despite our precautions, it may be
possible for third parties to obtain and use our intellectual property without authorization. The validity, enforceability
and scope of protection of intellectual property in Internet-related industries are uncertain and still evolving. In
particular, the laws and enforcement procedures in the PRC do not protect intellectual property rights to the same
extent as do the laws and enforcement procedures in the United States. Moreover, litigation may be necessary in the
future to enforce our intellectual property rights. Future litigation could result in substantial costs and diversion of our
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We depend on our key personnel and our business and growth prospects may be severely disrupted if we lose their
services.
Our future success is dependent upon the continued service of our key executives and employees. We rely on their
expertise in our business operations. If one or more of our key executives were unable or unwilling to continue in their
present positions, or if they joined a competitor or formed a competing company in violation of their employment
agreements, we may not be able to replace them easily. As a result, our business may be significantly disrupted and
our financial condition and results of operations may be materially and adversely affected.
Furthermore, since our industry is characterized by high demand and intense competition for talent, we may need to
offer higher compensation and other benefits in order to attract and retain key personnel in the future. Prior to
January 1, 2008, our employees were required to enter into one-year employment agreements with us. Starting from
January 1, 2008, our employees are required to enter into at a minimum two-year employment agreements with us to
be in compliance with the PRC Labor Contract Law becoming effective January 1, 2008. We cannot assure you that
we will be able to attract or retain the key personnel that we will need to achieve our business objectives. We do not
maintain key-man life insurance for any of our key personnel.
Recent changes in the PRC s labor law restrict our ability to reduce our workforce in the PRC in the event of an
economic downturn and may increase our labor costs.
In June 2007, the National People s Congress of the PRC enacted the Labor Contract Law, which became effective on
January 1, 2008. To clarify certain details in connection with the implementation of the Labor Contract Law, the State
Council promulgated the Implementing Rules for the Labor Contract Law, or the Implementing Rules, on
September 18, 2008 which came into effect immediately. The Labor Contract Law provides various rules regarding
employment contracts that will likely have a substantial impact on employment practices in China. The Labor
Contract Law imposes severe penalties on employers that fail to timely enter into employment contracts with
employees. The employer is required to pay a double salary to the employee if it does not enter into a written contract
with the employee within one month of the employment, and a non-fixed-term contract is assumed if a written
contract is not executed after one year of the employment. Additionally, the Labor Contract Law sets a limit of two
fixed-term contracts regardless of the length of each term, after which the contract must be renewed on a
non-fixed-term basis should the parties agree to a further renewal unless otherwise required by the respective
employee. This requirement curtails the common practice of continuously renewing short-term employment contracts.
The Implementing Rules appear to further tighten this rule by suggesting that an employee has the right to demand a
non-fixed-term contract upon the completion of the second fixed term regardless of whether the employer agrees to a
contract renewal. A non-fixed-term contract does not have a termination date and it is generally difficult to terminate
such a contract because termination must be based on limited statutory grounds. The employer can no longer
supplement such statutory grounds through an agreement with the employee. In addition, the Labor Contract Law
requires the payment of statutory severance upon the termination of an employment contract in most circumstances,
including the expiration of a fixed-term employment contract.
Under the Labor Contract Law, employers can only impose a post-termination non-competition provision on
employees who have access to their confidential information for a maximum period of two years. If an employer
intends to maintain the enforceability of a post-termination non-competition provision, the employer has to pay the
employee compensation on a monthly basis post-termination of the employment. Under the Labor Contract Law, a
mass layoff is defined as termination of more than 20 employees or more than 10% of the workforce. The Labor
Contract Law expands the circumstances under which a mass layoff can be conducted, such as when the company
undertakes a restructuring pursuant to the PRC Enterprise Bankruptcy Law, suffers serious difficulties in business
operations, changes its line of business, performs significant technology improvements, changes operating methods, or
where there has been a material change in the objective economic circumstances relied upon by the parties at the time
of the conclusion of the employment contract, thereby making the performance of such employment contract
impractical. The employer must follow specific procedures in conducting a mass layoff. There is little guidance on
what penalties an employer will suffer if it fails to follow the procedural requirements in conducting the mass layoff.
Finally, the Labor Contract Law requires that the employer discuss the company s internal rules and regulations that
directly affect the employees material interests (such as employees salary, work hours, leave, benefits, and training,
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All of our employees based exclusively within the PRC are covered by the new laws. As there has been little guidance
and precedents as to how the Labor Contract Law and its Implementing Rules will be enforced by the relevant PRC
authorities, there remains uncertainty as to their potential impact on our business and results of
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operations. The implementation of the Labor Contract Law and its Implementing Rules may increase our operating
expenses, in particular our personnel expenses and labor service expenses. If we want to maintain the enforceability of
any of our employees post-termination non-competition provisions, the compensation and procedures required under
the Labor Contract Law may add substantial costs and cause logistical burdens to us. Prior to the new law such
compensation was often structured as part of the employee s salary during employment, and was not an additional
compensation cost. In the event that we decide to terminate employees or otherwise change our employment or labor
practices, the Labor Contract Law and its Implementing Rules may also limit our ability to effect these changes in a
manner that we believe to be cost-effective or desirable, which could adversely affect our business and results of
operations. In particular, our ability to adjust the size of our operations when necessary in periods of recession or less
severe economic downturns such as the recent financial turmoil may be affected. In addition, during periods of
economic decline when mass layoffs become more common, local regulations may tighten the procedures by, among
other things, requiring the employer to obtain approval from the relevant local authority before conducting any mass
layoff. Such regulations can be expected to exacerbate the adverse effect of the economic environment on our results
of operations and financial condition.
Undetected programming errors or defects in our research tools could materially and adversely affect our business,
financial condition and results of operations.
Our research tools may contain programming errors or other defects that our internal testing did not detect, which are
commonly referred to as programming bugs. The occurrence of undetected errors or defects in our research tools
could disrupt our operations, damage our reputation and detract from the experience of our users. As a result, such
errors and defects could materially and adversely affect our business, financial condition and results of operations.
If tax benefits currently available to us in PRC were no longer available under the new Enterprise Income Taxes
( EIT ) law which became effective on January 1, 2008, our effective income tax rates for our PRC operations
could increase.
Prior to January 1, 2008, under applicable PRC tax laws, companies established in China were generally subject to an
enterprise income tax, or EIT, at the statutory rate of 33%. However, certain types of foreign-invested enterprises,
high and new technology enterprises and software enterprises were entitled to preferential tax treatments provided by
either the PRC government or its local agencies or bureaus. Under the then applicable PRC tax laws, China Finance
Online (Beijing) Co., Ltd., or CFO Beijing, had been granted preferential EIT treatment based on its status as a
foreign-invested Software Enterprise which had the effect of providing us a preferential state income tax rate of 12%
from 2005 to 2007. CFO Software had received tax incentives based on its status as a foreign invested
high-technology company which has the effect of:

exempting CFO Software from enterprise income tax from 2005 to 2007; and

providing CFO Software a preferential enterprise income tax rate of 7.5% from 2008 to 2010, and 15% for
taxable years thereafter.
Furthermore, prior to January 1, 2008 CFO Stockstar, Zhengning Information & Technology (Shanghai) Co., Ltd., or
CFO Zhengning CFO Genius, and Jujin Software (Shenzhen) Co., Ltd., or CFO Jujin, each enjoys a preferential
enterprise income tax rate of 15% rather than the enterprise income tax rate of 33% applicable to domestic PRC
companies generally.
In the absence of these incentives, our operating subsidiaries incorporated in the PRC would be subject to the
enterprise income tax rate of 33% applicable to domestic PRC companies generally prior to January 1, 2008. If our
PRC incorporated subsidiaries had not received these preferential tax treatments and were required to pay enterprise
income tax at the same rate as domestic PRC companies, our business would be adversely affected.
The newly enacted PRC Enterprise Income Tax Law, or the EIT Law, and the implementation regulations to the EIT
Law issued by the PRC State Council, became effective as of January 1, 2008. Under the EIT Law, China adopted a
uniform tax rate of 25% for all enterprises (including domestically-owned enterprises and foreign-invested
enterprises) and revoked the previous tax exemption, reduction and preferential treatments applicable to
foreign-invested enterprises. However, there is a five- year transitional period, during which certain enterprises are
allowed to continue to enjoy existing preferential tax treatments provided by the then applicable tax laws and
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January 1, 2008 may continue to enjoy the lower rate and gradually transition to the new tax rate within five years

after the effective date of the EIT Law. CFO Stock Star, CFO Jujin and CFO Newrand are entitled to enjoy a reduced
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tax rate of 18%, 20%, 22% and 24% for the year 2008, 2009, 2010 and 2011 respectively and eventually transition to
the standard 25% in 2012.
Under the new EIT law and its implementing rules, preferential tax treatments may continue to be granted to
industries and projects that are strongly supported and encouraged by the state. Enterprises otherwise classified as
High and New Technology Enterprises strongly supported by the state, such as CFO Software, Shanghai Meining
Computer Software Co., Ltd., or CFO Meining and CFO Genius, are entitled to preferential EIT rate which has the
effect of
providing CFO Software tax exemption for the year 2007 and a reduced tax rate of 7.5% for the years 2008,
2009 and 2010; and

Providing CFO Meining and CFO Genius a reduced tax rate of 15% for the years 2008, 2009 and 2010.
Under the new EIT law and its implementing rules, enterprises that are classified as New Software Manufacture
Enterprises are entitled to be exempted from EIT tax for the first two profit-making years and enjoy a preferential
12.5% tax rate, which is half of the standard EIT rate of 25% for the three years thereafter. Fortune (Beijing) Success
technology Co., Ltd., or CFO Success and CFO Zhengning based on their status as Newly Software Manufacture
Enterprise are entitled to enjoy preferential tax treatments, which has the effect of

providing CFO Success tax exemption for the years 2008 and 2009 and a preferential EIT rate of 12.5% for the

years 2010, 2011 and 2012.

Providing CFO Zhengning tax exemption for the year 2008 and a preferential EIT rate of 12.5% for the years

2009, 2010 and 2011.
The continued qualification as High and New Technology Enterprise or New Software Manufacture Enterprise will be
subject to reevaluation in 2011 by the relevant government authority in China. We cannot assure that our above PRC
incorporated subsidiaries or affiliates will continue to qualify as High and New Technology Enterprise or New
Software Manufacture Enterprises for the year 2011 and thereafter.
In addition, with respect to revenue generated from the sale of certain online subscription, including our service
packages, CFO Beijing, CFO Software, Fortune (Beijing) Wisdom Technology Co., Ltd., or CFO Wisdom, CFO
Success, CFO Zhengning, CFO Meining, CFO Genius and CFO Jujin currently all obtain value-added-tax, or VAT,
refunds that reduce their effective VAT rates from 17% to 3%.
We cannot assure you that we will continue to enjoy any of these preferential tax treatments in the future. We expect
we will no longer enjoy the reduced VAT rate in 2010 due to the recent Chinese VAT reform. The discontinuation of
any of these preferential tax treatments could materially and adversely affect our financial condition. Any significant
increase in our income tax expenses may have a material adverse effect on our profit for the year. Reduction or
elimination of the VAT refund or preferential tax treatments we have enjoyed or imposition of additional taxes on us
or our combined entities in China may significantly increase our income tax expenses and materially reduce our net
income, which could have a material adverse effect on our business, prospects, results of operations and financial
condition.
Dividends we receive from our operating subsidiaries located in the PRC may be subject to PRC withholding tax.
The newly enacted PRC Enterprise Income Tax Law, or the EIT Law, and the implementation regulations for the EIT
Law issued by the PRC State Council, became effective as of January 1, 2008. The EIT Law provides that a maximum
income tax rate of 20% may be applicable to dividends payable to non-PRC investors that are non-resident
enterprises, to the extent such dividends are derived from sources within the PRC, and the State Council has reduced
such rate to 10% through the implementation regulations unless any such non-PRC investor s jurisdiction of
incorporation has a tax treaty with China that provides for a different withholding arrangement. We are a Hong Kong
incorporated company and substantially all of our income may be derived from dividends we receive from our
operating subsidiaries located in the PRC. According to Mainland and Hong Kong Special Administrative Region
Arrangement on Avoiding Double Taxation or Evasion of Taxation on Income agreed between the Mainland and
Hong Kong Special Administrative Region in August 2006, dividends payable by subsidiary located in the PRC to the
company in Hong Kong who directly holds at least 25% of the equity interests in the subsidiary will be subject to a no
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actually would be able to enjoy preferential withholding taxes for dividends distributed by our subsidiaries in China. If
we are not able to enjoy the preferential withholding taxes for dividends distributed by our subsidiaries, it will
materially and adversely affect the amount of dividends, if any, we may pay to our shareholders and ADS holders.

We may be deemed a PRC resident enterprise under the EIT Law and be subject to the PRC taxation on our
worldwide income.

The EIT Law also provides that enterprises established outside of China whose de facto management bodies are
located in China are considered resident enterprises and are generally subject to the uniform 25% enterprise income
tax rate as to their worldwide income. Under the implementation regulations for the EIT Law issued by the PRC State
Council, de facto management body is defined as a body that has material and overall management and control over
the manufacturing and business operations, personnel and human resources, finances and treasury, and acquisition and
disposition of properties and other assets of an enterprise. Although substantially all of our operational management is
currently based in the PRC, it is unclear whether PRC tax authorities would require (or permit) us to be treated as a
PRC resident enterprise. If we are treated as a resident enterprise for PRC tax purposes, we will be subject to PRC tax
on our worldwide income at the 25% uniform tax rate, which could have an impact on our effective tax rate and an
adverse effect on our net income and results of operations, although dividends distributed from our PRC subsidiaries
to us could be exempt from Chinese dividend withholding tax, since such income is exempted under the new EIT Law
to a PRC resident recipient.

Dividends payable by us to our foreign investors and gain on the sale of our ADSs or ordinary shares may become
subject to taxes under PRC tax laws.

Under the EIT Law and implementation regulations issued by the State Council, PRC income tax at the rate of 10% is
applicable to dividends on post 2007 earnings payable to investors that are non-resident enterprises, which do not have
an establishment or place of business in the PRC, or which have such establishment or place of business but the
relevant income is not effectively connected with the establishment or place of business, to the extent such dividends
have their sources within the PRC. Similarly, any gain realized on the transfer of ADSs or shares by such investors is
also subject to 10% PRC income tax if such gain is regarded as income derived from sources within the PRC. If we
are considered a PRC resident enterprise, it is unclear whether dividends we pay with respect to our ordinary shares or
ADSs, or the gain you may realize from the transfer of our ordinary shares or ADSs, would be treated as income
derived from sources within the PRC and be subject to PRC tax. If we are required under the EIT Law to withhold
PRC income tax on dividends payable to our non-PRC investors that are non-resident enterprises, or if you are
required to pay PRC income tax on the transfer of our ordinary shares or ADSs, the value of your investment in our
ordinary shares or ADSs may be materially and adversely affected.

We may become a passive foreign investment company, or PFIC, which could result in adverse U.S. tax
consequences to U.S. investors.

Based in part on our estimate of the composition of our income and our estimates of the value of our assets, we do not
expect to be a passive foreign investment company, or PFIC, for U.S. federal income tax purposes for our current
taxable year or in the foreseeable future. However, the application of the PFIC rules is subject to ambiguity in several
respects, and, in addition, PFIC status is tested each taxable year and will depend on the composition of our assets and
income and the value of our assets (including, among others, goodwill and equity investments in less than 25% owned
entities) from time to time. Because we currently hold, and expect to continue to hold, a substantial amount of cash
and other passive assets and, because the value of our assets is likely to be determined in large part by reference to the
market prices of our ADSs and ordinary shares, which is likely to fluctuate, we may be a PFIC for any taxable year. If
we are treated as a PFIC for any taxable year during which a U.S. investor held our ADSs or ordinary shares, certain
adverse U.S. federal income tax consequences would apply to the U.S. investor. For more information on the U.S. tax
consequences to you that would result from our classification as a PFIC, please see Item 10.E. Additional Information
Taxation United States Federal Income Taxation Passive Foreign Investment Company.

Because there is limited business insurance coverage in China, any business disruption or litigation we experience
might result in our incurring substantial costs and the diversion of resources.

The insurance industry in China is still at an early stage of development. Insurance companies in China offer limited
business insurance products and do not, to our knowledge, offer business liability insurance. While business
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Risks relating to our industry
The Internet infrastructure in China, which is not as well developed as in the United States or other more
developed countries, may limit our growth.
The Internet infrastructure in China is not as well developed as in the United States or other more developed countries.
In particular, we depend significantly on the PRC government and fixed line telecommunications operators in China
to establish and maintain a reliable Internet infrastructure to reach a growing base of Internet users in China. We
cannot assure you that the Internet infrastructure in China will support the demands associated with the continued
growth of the Internet industry in China. If the necessary infrastructure standards or protocols, or complementary
products, services or facilities are not developed in China on a timely basis or at all by these enterprises, our business,
financial condition and results of operations could be materially adversely affected.
The limited use of personal computers in China and the relatively high cost of Internet access with respect to per
capita gross domestic product may limit the development of the Internet in China and impede our growth.
Although the use of personal computers in China has increased in recent years, the penetration rate for personal
computers in China is much lower than in the United States. In addition, despite a decrease in the cost of Internet
access in China due to a decrease in the cost of personal computers and the introduction and expansion of broadband
access, the cost of Internet access remains relatively high in comparison to the average per capita income in China.
The limited use of personal computers in China and the relatively high cost of Internet access may limit the growth of
our business. Furthermore, any Internet access or telecommunications fee increase could reduce the number of users
that use our online services. Any fee or tariff increase could further decrease our user traffic and our ability to derive
revenues from transactions over the Internet, which could have a material adverse effect on our business, financial
condition and results of operations.
We depend largely on the infrastructure of the telecommunications operators in China, and any interruption of
their network infrastructure may result in severe disruptions to our business.
Although private Internet service providers exist in China, substantially all access to the Internet in China is
maintained through the telecommunications operators, under the administrative control and regulatory supervision of
the Ministry of Industry and Information, or MII. In addition, local networks connect to the Internet through a
government-owned international gateway. We rely on this infrastructure and to a lesser extent, certain other Internet
data centers in China to provide data communications capacity primarily through local telecommunications lines. In
the event of a large-scale infrastructure disruption or failure, we may not have access to alternative networks and
services, on a timely basis or at all.
We may not be able to lease additional bandwidth from the telecommunications operators in China on acceptable
terms, on a timely basis or at all. In addition, we may not have means of getting access to alternative networks and
services on a timely basis or at all in the event of any disruption or failure of the network.
Unexpected network interruptions, security breaches or computer virus attacks could have a material adverse effect
on our business, financial condition and results of operations.
We have limited backup systems and have previously experienced system failures, which have disrupted our
operations. Any failure to maintain the satisfactory performance, reliability, security and availability of our network
infrastructure may cause significant harm to our reputation and our ability to attract and maintain users. Major risks
involved in such network infrastructure include:
Any break-downs or system failures resulting in a sustained shutdown of all or a material portion of our
servers, including failures which may be attributable to sustained power shutdowns, or efforts to gain
unauthorized access to our systems causing loss or corruption of data or malfunctions of software or hardware;
and

Any disruption or failure in the national backbone network, which would prevent our users from logging on to
our website or accessing our services.
Our network systems are also vulnerable to damage from fire, flood, power loss, telecommunications failures,
computer virus, hackings and similar events. Any network interruption or inadequacy that causes interruptions in the
availability of our services or deterioration in the quality of access to our services could reduce our user satisfaction
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and competitiveness. In addition, any security breach caused by hackings, which involve efforts to gain unauthorized
access to information or systems, or to cause intentional malfunctions or loss or corruption of data, software, hardware
or other computer equipment, and the inadvertent transmission of computer viruses could cause our users to question
the safety or reliability of our website and our services and could have a material adverse effect on our business,
financial condition and results of operations. In addition, unauthorized access by third parties to our network could
result in theft of personal user information, which could have an adverse effect on our reputation.

Concerns about the security and confidentiality of information on the Internet may increase our costs, reduce the
use of our website and impede our growth.

A significant barrier to confidential communications over the Internet has been the need for security. To date, there
have been several well-publicized compromises of security as a result of global virus outbreaks. We may incur
significant costs to protect against the threat of security breaches or to alleviate problems caused by these breaches. If
unauthorized persons are able to penetrate our network security, they could misappropriate proprietary information,
including personal information regarding our subscribers, or cause interruptions in our services. As a result, we may
be required to incur substantial costs and divert our other resources to protect against or to alleviate these problems.
Security breaches could have a material adverse effect on our reputation, business, financial condition and results of
operations.

Risks relating to regulation of our business and to our structure

We primarily rely on contractual arrangements with CFO Fuhua, Beijing Glory Technology Co., Ltd., or CFO
Glory , Beijing Premium Technology Co., Ltd., or CFO Premium, and CFO Newrand, Huifu Jinyuan Co., Ltd., or
CFO Huifu, CFO Zhongcheng, Shanghai Shangtong Co., Ltd., or CFO Shangtong and Shanghai Chongzhi Co.,
Ltd., or CFO Chongzhi, our PRC-incorporated affiliates, and their shareholders for our China operations, which
may not be as effective in providing operational control as direct ownership. If the affiliates fail to perform their
obligations under these contractual arrangements or PRC laws impair the enforceability of these contracts, our
business, financial condition and results of operations may be materially and adversely affected.

Because PRC regulations restrict our ability to provide Internet content directly in China, we rely on contractual
arrangements with CFO Fuhua, our PRC-incorporated affiliate over which we have no direct ownership, and its
shareholders for operating our website and conducting our advertising business. These contractual arrangements may
not be as effective in providing us with control over Beijing Fuhua Innovation Technology Investment Co., Ltd., or
CFO Fuhua as direct ownership.

If we had direct ownership of CFO Fuhua, we would be able to exercise our rights as shareholders to effect changes in
the board of directors, which in turn could effect changes, subject to any applicable fiduciary obligations, at the
management level. However, under the current contractual arrangements, as a legal matter, if CFO Fuhua fails to
perform its obligations under these contractual arrangements, we may have to (i) incur substantial costs and resources
to enforce such arrangements, and (ii) rely on legal remedies under PRC law, which we cannot be sure would be
effective. In addition, we cannot be certain that the individual equity owners of CFO Fuhua will always act in the best
interests of China Finance Online, especially if they leave the company.

In 2007 and 2008 , we entered into contractual arrangements with CFO Glory and CFO Premium, CFO Shangtong,
CFO Chongzhi, CFO Huifu, and CFO Zhongcheng, our PRC-incorporated affiliates over which we have no direct
ownership, with the intention of using these companies as vehicles to acquire PRC domestic companies to operate
business, which we are restricted from conducting directly by PRC regulations. In 2008, we entered into contractual
arrangements with CFO Newrand, a licensed securities investment advisory firm, incorporated in the PRC to operate
our securities investment advisory business. Under the contractual arrangements, these PRC-incorporated affiliates
will pay us service fees in return for our strategic consulting and technology support services. These contractual
arrangements may not be as effective in providing us with control over the PRC affiliates as direct ownership.

These contractual arrangements are governed by PRC law and provide for the resolution of disputes through either
arbitration or litigation in the PRC. Accordingly, these contracts would be interpreted in accordance with PRC law and
any disputes would be resolved in accordance with PRC legal procedures. If any of CFO Fuhua, CFO Glory, CFO
Premium, CFO Shangtong, CFO Chongzhi, CFO Huifu, CFO Zhongcheng or CFO Newrand fails to perform its
obligations under these contractual arrangements, we may have to rely on legal remedies under PRC law, including
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In addition, the legal environment in the PRC is not as developed as in other jurisdictions, such as the United States.

As a result, uncertainties in the PRC legal system could limit our ability to enforce these contractual arrangements. In
18

Table of Contents 41



Edgar Filing: China Finance Online Co. LTD - Form 20-F

Table of Contents

the event that we are unable to enforce these contractual arrangements, our business, financial condition and results of
operations could be materially and adversely affected.
If the PRC government finds that the agreements that establish the structure for operating our China business do
not comply with PRC government restrictions on foreign investment in the online financial data and information
service industry, we could be subject to severe penalties.
PRC regulations currently limit foreign ownership of companies that provide Internet content services, which include
operating financial data and information services through the Internet, to be no more than 50%. Accordingly, foreign
and wholly foreign-owned enterprises are currently not able to apply for the required licenses for operating such
services in China. We are a Hong Kong company. We conducted our operations in China solely through CFO Beijing,
our wholly owned subsidiary from April 2000 to December 2004. In late 2006, we acquired CFO Stockstar and CFO
Genius, and currently conduct our operations in China primarily through CFO Beijing, CFO Software, CFO Stockstar,
CFO Genius, CFO Jujin, CFO Zhengning, CFO Wisdom and CFO Success.
We are a foreign enterprise and each of our subsidiaries, CFO Beijing, CFO Software, CFO Stockstar, CFO Genius,
CFO Jujin, CFO Zhengning, CFO Wisdom and CFO Success is a wholly foreign-owned enterprise under PRC law,
and accordingly, neither we, CFO Beijing, CFO Software, CFO Stockstar, CFO Genius, CFO Jujin, CFO Zhengning,
CFO Wisdom and CFO Success is eligible to apply for licenses to operate our website. In order to comply with
foreign ownership restrictions, we operate our website in China through CFO Fuhua and its wholly owned subsidiary
CFO Meining, both of which hold the licenses required to be an Internet information content provider under the
relevant PRC laws. Zhiwei Zhao, our chief executive officer, and Jun Wang, our chief financial officer, hold 45% and
55% of the equity interests in CFO Fuhua, respectively. We have been and are expected to continue to be dependent
on CFO Fuhua and its wholly owned subsidiary CFO Meining to host our websites, www.jrj.com and
www.stockstar.com. We have entered into contractual arrangements with CFO Fuhua, pursuant to which we provide
operational support to CFO Fuhua. In addition, we have entered into agreements with CFO Fuhua and Zhiwei Zhao
and Jun Wang, the shareholders of CFO Fuhua, which provide us with the substantial ability to control CFO Fuhua.
Wu Chen, a financial manager at International Data Group China Ltd., a PRC company affiliated with IDG
Technology Venture Investment, Inc. and IDG Technology Venture Investments, LP, two of our principal
shareholders, transferred his holdings in CFO Fuhua to Jun Wang, our current chief financial officer, in October 2007.
As a result, Jun Wang replaced Wu Chen as a party to all of the agreements we entered into with Wu Chen in
connection with his holdings in CFO Fuhua and the operation of CFO Fuhua.
There are, however, substantial uncertainties regarding the interpretation and application of current or future PRC
laws and regulations. Accordingly, we cannot assure you that the PRC regulatory authorities will not ultimately take a
view that our arrangements with CFO Fuhua comply with PRC law.
If we, CFO Beijing, CFO Software, CFO Stockstar, CFO Genius, CFO Jujin, CFO Zhengning, CFO Wisdom, CFO
Success, CFO Fuhua, and CFO Meining are found to be in violation of any existing or future PRC laws or regulations
or fail to obtain or maintain any of the required permits or approvals, the relevant PRC regulatory authorities would
have broad discretion in dealing with such violations, including:

Revoking business and operating licenses of CFO Beijing, CFO Software, CFO Stockstar, CFO Genius, CFO

Jujin, CFO Zhengning, CFO Wisdom, CFO Success, CFO Fuhua or CFO Meining;

Discontinuing or restricting our operations or those of CFO Beijing, CFO Software, CFO Stockstar, CFO
Genius, CFO Jujin, CFO Zhengning, CFO Wisdom, CFO Success, CFO Fuhua or CFO Meining;

Imposing conditions or requirements with which we, CFO Beijing, CFO Software, CFO Stockstar, CFO
Genius, CFO Jujin, CFO Zhengning, CFO Wisdom, CFO Success, CFO Fuhua or CFO Meining;

Requiring us, CFO Beijing, CFO Software, CFO Stockstar, CFO Genius, CFO Jujin, CFO Zhengning, CFO

Wisdom, CFO Success, CFO Fuhua or CFO Meining to restructure the relevant ownership structure or
operations;
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Taking other regulatory or enforcement actions, including levying fines that could be harmful to our business.
Any of these actions could cause our business, financial condition and results of operations to suffer and the price of
our ADSs to decline.
Contractual arrangements we have entered into with our PRC-incorporated affiliates may be subject to scrutiny by
the PRC tax authorities and a finding that we or our PRC-incorporated affiliates owe additional taxes could
substantially reduce our consolidated net income.
Under PRC laws and regulations, arrangements and transactions among related parties may be subject to audit or
challenge by the PRC tax authorities. We could face material and adverse tax consequences if the PRC tax authorities
determine that the contractual arrangements among our PRC-incorporated subsidiaries and PRC-incorporated
affiliates, do not represent an arm s length price and adjust the income of our PRC-incorporated subsidiaries or that of
our PRC-incorporated affiliates in the form of transfer pricing adjustments. Transfer pricing adjustments could, among
other things, result in a reduction, for PRC tax purposes, of expense deductions recorded by our PRC incorporated
subsidiaries or affiliates, which could in turn increase their respective tax liabilities. In addition, the PRC tax
authorities may impose late payment fees and other penalties on our PRC-incorporated subsidiaries or affiliates for
underpayment of taxes. Our consolidated net income may be materially and adversely affected if our
PRC-incorporated subsidiaries or affiliates tax liabilities increase or if they are found to be subject to late payment
fees or other penalties.
We rely principally on dividends and other distributions on equity paid by our wholly owned operating subsidiaries
to fund any cash and financing requirements we may have.
We are a holding company, and we rely principally on dividends and other distributions on equity paid by Daily
Growth Holdings, CFO Beijing, CFO Software, CFO Stockstar, CFO Genius, CFO Jujin, CFO Zhengning, Juda
Software (Shenzhen) Co., Ltd., or CFO Juda, CFO Jujin, CFO Wisdom and CFO Success, for our cash requirements,
including the funds necessary to service any debt we may incur. If any of Daily Growth Holdings, CFO Beijing, CFO
Software, CFO Stockstar, CFO Genius, CFO Jujin, CFO Zhengning, CFO Juda, CFO Jujin, CFO Wisdom or CFO
Success incurs debt on its own behalf in the future, the instruments governing the debt may restrict such entity s ability
to pay dividends or make other distributions to us. In addition, PRC tax authorities may require us to amend the
contractual arrangements between CFO Beijing and CFO Fuhua, CFO Software and CFO Shangtong, and between
CFO Software and CFO Chongzhi in a manner that would materially and adversely affect the ability of CFO Beijing
and CFO Software to pay dividends and other distributions to us. Furthermore, PRC legal restrictions permit payments
of dividends by CFO Beijing, CFO Software, CFO Stockstar, CFO Genius, CFO Jujin, CFO Zhengning, CFO Juda,
CFO Jujin, CFO Wisdom or CFO Success only out of their net income, if any, determined in accordance with PRC
accounting standards and regulations. Under PRC law, CFO Beijing, CFO Software, CFO Stockstar, CFO Genius,
CFO Jujin, CFO Zhengning, CFO Juda, CFO Jujin, CFO Wisdom and CFO Success are also required to set aside a
portion of their net income each year to fund specified reserve funds. These reserves are not distributable as cash
dividends. Any limitation on the ability of our subsidiaries and PRC affiliates discussed above to make dividends to us
could materially and adversely limit our ability to grow, make investments or acquisitions that could be beneficial to
our businesses, pay dividends, or otherwise fund and conduct our business.
The PRC government may prevent us from distributing, and we may be subject to liability for, content that it
believes is inappropriate.
China has enacted laws and regulations governing Internet access and the distribution of news, information or other
content, as well as products and services, through the Internet. In the past, the PRC government has stopped the
distribution of information through the Internet that it believes violates PRC law. The Ministry of Industry and
Information, or MII, the General Administration of Press and Publication and the Ministry of Culture has promulgated
regulations which prohibit information from being distributed through the Internet if it contains content that is found
to, among other things, propagate obscenity, gambling or violence, instigate crimes, undermine public morality or the
cultural traditions of the PRC, or compromise State security or secrets.
In addition, the MII has published regulations that subject website operators to potential liability for content included
on their websites and the actions of users and others using their systems, including liability for violations of PRC laws
prohibiting the distribution of content deemed to be socially destabilizing. The PRC s Ministry of Public Security has
the authority to order any local Internet service provider, or ISP, to block any Internet website maintained outside
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distribution over the Internet of information which it believes to be socially destabilizing. The PRC s State Secrecy
Bureau, which is directly responsible for the protection of State secrets of the PRC government, is authorized to block
any website it deems to be leaking State secrets or failing to meet the relevant regulations relating to the protection of
State secrets in the distribution of online information.

Under applicable PRC regulation, we may be held liable for any content we offer or will offer through our website,
including information posted on bulletin boards and online forums which we host and maintain on our website.
Furthermore, we are required to delete any content we transmit through our website if such content clearly violates
PRC laws and regulations. Where any content is considered suspicious, we are required to report such content to PRC
governmental authorities.

It may be difficult to determine the type of content that may result in liability for us. If any financial data and
information services we offer or will offer through our website were deemed to have violated any of such content
restrictions, we would not be able to continue such offerings and could be subject to penalties, including confiscation
of income, fines, suspension of business and revocation of licenses for operating online financial data and information
services, which would materially and adversely affect our business, financial condition and results of operations.
Moreover, if any information posted on our bulletin boards or online forums were deemed to have violated any of the
content restrictions, we could be subject to similar penalties that materially and adversely affect our business, financial
condition and results of operations.

Risks relating to the People s Republic of China

Substantially all of our assets are located in China and substantially all of our revenues are derived from our
operations in China. Accordingly, our business, financial condition, results of operations and prospects are subject, to
a significant extent, to economic, political and legal developments in China.

The PRC s economic, political and social conditions, as well as government policies, could affect the financial
markets in China and our business.

The PRC economy differs from the economies of most developed countries in many respects, including the amount of
government involvement, level of development, growth rate, control of foreign exchange and allocation of resources.
While the PRC economy has experienced significant growth in the past twenty years, growth has been uneven, both
geographically and among various sectors of the economy. The PRC government has implemented various measures
to encourage economic growth and guide the allocation of resources. Some of these measures benefit the overall PRC
economy, but may also have a negative effect on us. For example, our financial condition and results of operations
may be adversely affected by government control over capital investments or changes in tax regulations that are
applicable to us.

The PRC economy has been transitioning from a planned economy to a more market-oriented economy. Although the
PRC government has implemented measures since the late 1970s emphasizing the utilization of market forces for
economic reform, the reduction of state ownership of productive assets and the establishment of improved corporate
governance in business enterprises, a substantial portion of productive assets in China is still owned by the PRC
government. In addition, the PRC government continues to play a significant role in regulating industry development
by imposing industrial policies. The PRC government also exercises significant control over China s economic growth
through the allocation of resources, controlling payment of foreign currency-denominated obligations, setting
monetary policy and providing preferential treatment to particular industries or companies. These actions, as well as
future actions and policies of the PRC government, could materially affect the financial markets in China and our
business and operations.

The PRC legal system embodies uncertainties which could limit the legal protections available to you and us.

The PRC legal system is a civil law system based on written statutes. Unlike common law systems, it is a system in
which decided legal cases have little precedential value. In 1979, the PRC government began to promulgate a
comprehensive system of laws and regulations governing economic matters in general. The overall effect of
legislation over the past 28 years has significantly enhanced the protections afforded to various forms of foreign
investment in China. Our PRC operating subsidiaries, CFO Beijing, CFO Software, CFO Stockstar , CFO Genius,
CFO Jujing, CFO Zhengning, CFO Wisdom and CFO Success, respectively, are wholly foreign-owned enterprises,
which are enterprises incorporated in China and wholly owned by foreign investors. Our wholly foreign-owned
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requirements are constantly changing, and their interpretation and enforcement involve uncertainties. These
uncertainties could limit the legal protections available to us and other foreign investors, including you. In addition,
we cannot predict the effect of future developments in the PRC legal system, particularly with regard to the Internet,
including the promulgation of new laws, changes to existing laws or the interpretation or enforcement thereof, or the
preemption of local regulations by national laws.

Restrictions on currency exchange may limit our ability to utilize our revenues effectively.

Substantially all of our revenues and operating expenses are denominated in Renminbi. Renminbi is currently
convertible under the current account, which includes dividends, trade and service related foreign exchange
transactions, but not under the capital account, which includes foreign direct investment and loans. Currently, each of
our PRC subsidiaries and affiliates may purchase foreign exchange for settlement of current account transactions,
including payment of dividends to us and payment of license fees and service fees to foreign licensors and service
providers, without the approval of the State Administration for Foreign Exchange. Each of our PRC subsidiaries and
affiliates may also retain foreign exchange in their current accounts to satisfy foreign exchange liabilities or to pay
dividends. However, we cannot assure you that the relevant PRC governmental authorities will not limit or eliminate
our ability to purchase and retain foreign currencies in the future. Since a significant amount of our future revenues
will be in the form of Renminbi, the existing and any future restrictions on currency exchange may limit our ability to
utilize revenues generated in Renminbi to fund our business activities outside China, if any, or expenditures
denominated in foreign currencies.

Fluctuations in exchange rates could result in foreign currency exchange losses.

Because substantially all of our revenues and expenditures are denominated in Renminbi and the net proceeds from
our initial public offering were denominated in U.S. dollars, fluctuations in the exchange rate between the U.S. dollars
and Renminbi affect the relative purchasing power of these proceeds and our balance sheet and earnings per ADS in
U.S. dollars. In addition, we report our financial results in U.S. dollars, and appreciation or depreciation in the value
of the Renminbi relative to the U.S. dollar would affect our financial results reported in U.S. dollars terms without
giving effect to any underlying change in our business or results of operations. Fluctuations in the exchange rate will
also affect the relative value of any dividend we issue that will be exchanged into U.S. dollars and earnings from and
the value of any U.S. dollar-denominated investments we make in the future.

Since July 2005, the Renminbi has no longer been pegged to the U.S. dollar. Although currently the Renminbi
exchange rate versus the U.S. dollar is restricted to a rise or fall of no more than 0.5% per day and the People s Bank of
China regularly intervenes in the foreign exchange market to prevent significant short-term fluctuations in the
exchange rate, the Renminbi may appreciate or depreciate significantly in value against the U.S. dollar in the medium-
to long-term. Moreover, it is possible that in the future, PRC authorities may lift restrictions on fluctuations in the
Renminbi exchange rate and lessen intervention in the foreign exchange market.

Very limited hedging transactions are available in China to reduce our exposure to exchange rate fluctuations. To date,
we have not entered into any hedging transactions in an effort to reduce our exposure to foreign currency exchange
risk. While we may decide to enter into hedging transactions in the future, the availability and effectiveness of these
hedging transactions may be limited and we may not be able to successfully hedge our exposure at all. In addition, our
currency exchange losses may be magnified by PRC exchange control regulations that restrict our ability to convert
Renminbi into foreign currency.

Risks relating to our shares and ADSs

Stock prices of Internet-related companies, particularly companies with business operations primarily in China,
have fluctuated widely in recent years, and the trading prices of our ADSs are likely to be volatile, which could
result in substantial losses to investors.

The trading prices of our ADSs have been volatile and could fluctuate widely in response to factors beyond our
control. Since the completion of our initial public offering in October 2004, the trading prices of our ADSs have
ranged between a high of $47.68 per ADS to a low of $3.95 per ADS. During the twelve-month period ended
December 31, 2008, the price of our ADSs on the NASDAQ Global Market has ranged from a low of $4.48 to a high
of $28.04 per ADS. The market prices of the securities of Internet-related companies have generally been especially
volatile.
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In particular, the performance and fluctuation of the market prices of other technology companies with business
operations mainly in China that have listed their securities in the U.S. may affect the volatility in the price of and
trading volumes for our ADSs. Some of these companies have experienced significant volatility, including significant
price declines in connection with their initial public offerings and as a result of the global financial crisis. The trading
performances of these Chinese companies securities at the time of or after their offerings may affect the overall
investor sentiment towards PRC companies listed in the U.S. and consequently may impact the trading performance of
our ADSs. Changes in the US stock market generally or as it concerns the Company s industry, as well as geopolitical,
economic, and business factors unrelated to the Company, may also affect the market price and volatility of our ADSs,
regardless of our actual operating performance.

In addition to market and industry factors, the price and trading volume for our ADSs may be highly volatile for
business specific reasons. Factors such as variations in our revenue, earnings and cash flow, announcements of new
investments, cooperation arrangements or acquisitions, and fluctuations in market prices for our services could cause
the market price for our ADSs to change substantially. The global financial crisis may have substantial negative
impact on our financial and business performance. Any of these factors may result in large and sudden changes in the
volume and price at which our ADSs will trade. We cannot give any assurance that these factors will not occur in the
future.

If we grant employee share options and other share-based compensation in the future, our net income could be
materially and adversely affected.

We adopted the 2004 Stock Incentive Plan, or the Plan, in January 2004, and amended the Plan in September 2004
and August 2006. As of December 31, 2008, we had granted options under the Plan with the right to purchase a total
of 18,060,328 ordinary shares, of which 2,669,400 unvested options had been returned to the pool of our ungranted
options as a result of resignation from employment by a few former employees. We had also granted share options to
purchase up to 6,829,500 ordinary shares in January 2004, under option agreements that were independent of the Plan,
to other consultants and business advisors of the company. In July, 2007, we granted restricted stock awards covering
10,558,493 ordinary shares of the Company under our 2007 Equity Incentive Plan to our employees who are eligible
for the 2007 Equity Incentive Plan. Based on the Company s operating performance during 2008, 8,139,542 shares
were activated and vested as of December 31, 2008. Until December 31, 2005 we accounted for options granted to our
directors and employees and restricted stock granted to our employees in accordance with Accounting Principles
Board Opinion No. 25, Accounting for Stock Issued to Employees, or APB 25, and its related interpretations, which
require us to recognize compensation expenses for share options we grant where the exercise price is less than the
deemed fair value of our ordinary shares on the date of the grant. However, the Financial Accounting Standards
Board, or the FASB, has issued Statement No. 123 (Revised 2004), Share-Based Payments, or SFAS 123(R), which
requires all companies to recognize, as an expense, the fair value of share options and other share-based compensation
to employees at the beginning of the first annual or interim period after June 15, 2005. As a result, beginning on
January 1, 2006, we account for compensation costs for all share options including share options granted to our
directors and employees and nonvested shares granted to our employees using a fair-value based method and
recognize expenses in our consolidated statement of operations in accordance with the relevant rules under the
Generally Accepted Accounting Principles in the United States ( U.S. GAAP ), which may have a material and adverse
effect on our reported earnings. Moreover, the additional expenses associated with share-based compensation may
reduce the attractiveness of such incentive plan to us. However, if we reduce the scope of the 2004 Stock Incentive
Plan and 2007 Equity Incentive Plan, we may not be able to attract and retain key personnel, as share options and
nonvested shares are an important employee recruitment and retention tool. If we grant employee share options or
other share-based compensation in the future, our net income could be adversely affected.

The sale or availability for sale of substantial amounts of our ADSs could adversely affect their market price.

Sales of substantial amounts of our ADSs in the public market in the future, or the perception that these sales could
occur, could adversely affect the market price of our ADSs and could materially impair our future ability to raise
capital through offerings of our ADSs.

There were 110,014,433 of our ordinary shares including 16,896,231 ADSs (representing 84,481,155 of those
ordinary shares) outstanding as of December 31, 2008. In addition, there are outstanding options to purchase an
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market. The 82,837,921 ordinary shares that were outstanding prior to our initial public offering are restricted
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securities as defined in Rule 144 and may not be sold in the absence of registration other than in accordance with
Rule 144 under the Securities Act or another exemption from registration. These restricted securities are available for
sale subject to volume and other restrictions as applicable under Rule 144 of the Securities Act. To the extent ordinary
shares are sold to the market, the market price of our ADSs could decline.
A significant percentage of our outstanding ordinary shares are held by a small number of our shareholders, and
these shareholders may have significantly greater influence on us and our corporate actions by nature of the size
of their shareholdings relative to our public shareholders.
As of December 31, 2008, six of our existing shareholders, including IDG Technology Venture Investments, LP, IDG
Technology Venture Investment, Inc., Vertex Technology Fund (III) Ltd., C&F International Holdings Limited, Ling
Zhang and Jianping Lu, beneficially owned, collectively, approximately 55.77% of our outstanding ordinary shares.
As of December 31, 2008, IDG Technology Venture Investments, LP and IDG Technology Venture Investment, Inc.
together have one board representative on our five-director board, and beneficially own, collectively, approximately
24.82% of our outstanding ordinary shares. Accordingly, these shareholders have had, and may continue to have,
significant influence in determining the outcome of any corporate transaction or other matter submitted to the
shareholders for approval, including mergers, consolidations and the sale of all or substantially all of our assets,
election of directors and other significant corporate actions. In addition, without the consent of these shareholders, we
could be prevented from entering into transactions that could be beneficial to us.
Provisions in our charter documents and Hong Kong law, and change in control agreements we have entered into
with each of our chief executive officer and chief financial officer, may discourage our acquisition by a third party,
which could limit your opportunity to sell your shares at a premium.
Our constituent documents and Hong Kong law include provisions that could limit the ability of others to acquire
control of us, modify our structure or cause us to engage in change in control transactions, including, among other
things, the following:
Our articles of association provide for a staggered board, which means that our directors, excluding our chief
executive officer, are divided into two classes, with half of our board, excluding our chief executive officer,
standing for election every two years. Our chief executive officer will at all times serve as a director, and will
not retire as a director, so long as he remains our chief executive officer. This means that, with our staggered
board, at least two annual shareholders meetings, instead of one, are generally required in order to effect a
change in a majority of our directors. Our staggered board can discourage proxy contests for the election of our
directors and purchases of substantial blocks of our shares by making it more difficult for a potential acquirer
to take control of our board in a relatively short period of time.

Hong Kong law permits shareholders of a company to remove directors by a shareholders resolution. Our
articles of association require any shareholder who wishes to remove a director in this way to give us at least
120 days notice of the resolution, making it more difficult and time consuming for a potential acquirer who has
accumulated a substantial voting position to obtain control of our board by removing opposing directors.

Our articles of association provide that our board can have no less than five and no more than nine directors.
Our board currently has five directors. Any increase in the maximum number of directors on our board beyond
nine directors can only be accomplished by amending our articles of association, which under Hong Kong law
requires a shareholders supermajority vote of 75% and at least 21 days notice. These restrictions can make it
more difficult for a potential acquirer who has accumulated a majority of our shares to take control of us by
promptly increasing the size of our board and appointing new directors that are its nominees.

Hong Kong does not have merger laws that permit Hong Kong companies to merge in the same way as U.S.
companies could in the U.S. However, the Hong Kong Companies Ordinance has provisions that facilitate
arrangements for the reconstruction and amalgamation of companies. The arrangement must be approved by a
majority in number of each class of shareholders and creditors with whom the arrangement is to be made,
representing three-fourths in value of each such class of shareholders or creditors that are present and voting
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Our shareholders have authorized our board of directors, without any further action by shareholders, to issue
additional shares. Under Hong Kong law, the authority granted by our shareholders will remain valid until the
conclusion of our next annual general meeting, or the time when our next annual general meeting is required to
be held. For as long as this approval remains effective, or is renewed, our board of directors will have the
power to issue additional ordinary shares (including ordinary shares represented by ADSs) and preference
shares without any further action by shareholders.
We are a Hong Kong company and because the legal and procedural protections afforded minority shareholders
under Hong Kong law differ from those under U.S. law, you may have difficulty protecting your interests as our
shareholder relative to shareholders of corporations organized in the U.S.
We are a Hong Kong company and are subject to the laws of Hong Kong. The fiduciary responsibilities of our
directors, and the ability of minority shareholders to take successful legal action in Hong Kong against us or our
directors, are governed by the laws and court procedures of Hong Kong. Shareholders of a Hong Kong company
would not be able to bring class action lawsuits against that company or its directors in a Hong Kong court in the same
way that shareholders of a U.S. corporation might be able to bring such lawsuits in a U.S. court. In addition,
professional conduct rules applicable to Hong Kong lawyers generally prohibit Hong Kong lawyers from accepting
contingency fee arrangements, where a lawyer representing the plaintiffs is paid a fee only if the lawsuit is successful.
Without contingency fee arrangements or the ability to bring class action lawsuits, our shareholders may find it more
costly and difficult to take legal action against us or our directors in the Hong Kong courts. The Hong Kong courts are
also unlikely:
to recognize or enforce against us judgments of courts of the United States based on the civil liability
provisions of U.S. securities laws; or

to allow original actions brought in Hong Kong, based on the civil liability provisions of U.S. securities laws

that are penal in nature.
In addition, there is no automatic statutory recognition in Hong Kong of judgments obtained in the United States.
Moreover, Hong Kong companies may not have standing to initiate a shareholder derivative action in a federal court
of the United States.
As a result of all of the above, minority public shareholders may have more difficulty in protecting their interests in
the face of actions taken by management, directors or controlling shareholders than they would as minority public
shareholders of a U.S. corporation. Moreover, substantially all of our assets are located outside of the United States
and all of our current operations are conducted in the PRC. In addition, most of our directors and officers are nationals
and residents of countries other than the United States. All or a substantial portion of the assets of these persons are
located outside the United States. As a result, it may be difficult for you to effect service of process within the United
States upon these persons.
The voting rights of holders of ADSs must be exercised in accordance with the terms of the deposit agreement, the
American depositary receipts, and the procedures established by the depositary. The process of voting through the
depositary may involve delays that limit the time available to you to consider proposed shareholders actions and
also may restrict your ability to subsequently revise your voting instructions.
A holder of ADSs may exercise its voting rights with respect to the underlying ordinary shares only in accordance
with the provisions of the deposit agreement and the American depositary shares. We do not recognize holders of
ADSs representing our ordinary shares as our shareholders, and instead we recognize the ADS depositary as our
shareholder.
When the depositary receives from us notice of any shareholders meeting, it will distribute the information in the
meeting notice and any proxy solicitation materials to you. The depositary will determine the record date for
distributing these materials, and only ADS holders registered with the depositary on that record data will, subject to
applicable laws, be entitled to instruct the depositary to vote the underlying ordinary shares. The depositary will also
determine and inform you of the manner for you to give your voting instructions, including instructions to give
discretionary proxies to a person designated by us. Upon receipt of voting instructions of a holder of ADSs, the
depositary will endeavor to vote the underlying ordinary shares in accordance with these instructions. Although Hong
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shareholders meeting by not less than 14 days notice in writing, these minimum notice requirements can be shortened
or completely waived by the consent of all holders of our ordinary shares entitled to attend and vote (in the
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case of annual shareholders meetings) or a majority in number of the holders of our ordinary shares representing at
least 95% in nominal value of the shares giving the right to attend and vote (in the case of all other shareholders
meetings). If the minimum notice periods are shortened or waived, you may not receive sufficient notice of a
shareholders meeting for you to withdraw your ordinary shares and cast your vote with respect to any proposed
resolution, as a holder of our ordinary shares. In addition, the depositary and its agents may not be able to send
materials relating to the meeting and voting instruction forms to you, or to carry out your voting instructions, in a
timely manner. We cannot assure you that you will receive the voting materials in time to ensure that you can instruct
the depositary to vote your shares. The additional time required for the depositary to receive from us and distribute to
you meeting notices and materials, and for you to give voting instructions to the depositary with respect to the
underlying ordinary shares, will result in your having less time to consider meeting notices and materials than holders
of ordinary shares who receive such notices and materials directly from us and who vote their ordinary shares directly.
If you have given your voting instructions to the depositary and subsequently decide to change those instructions, you
may not be able to do so in time for the depositary to vote in accordance with your revised instructions.

Furthermore, the depositary has deemed any holders who do not send in voting instructions at all or in time as having
instructed the depository to give a discretionary voting proxy to the person(s) designated by us to receive voting
proxies, with full power to exercise such holder s (or holders ) voting rights under the ADSs underlying ordinary shares
in the manner as the proxy holder deems fit. Accordingly, matters that favor the incumbent board of directors and
management will have a higher likelihood of passing than would otherwise be the case.

The depositary and its agents will not be responsible for any failure to carry out any instructions to vote, for the
manner in which any vote is cast or for the effect of any such vote.

You may not receive distributions on our ordinary shares or any value for them if such distribution is illegal or if
any required government approval cannot be obtained in order to make such distribution available to you.

The depositary of our ADSs has agreed to pay to you the cash dividends or other distributions (which may include
securities or rights distributions) it or the custodian for our ADSs receives on our ordinary shares or other deposited
securities after deducting its fees and expenses. You will receive these distributions in proportion to the number of our
ordinary shares your ADSs represent. However, the depositary is not responsible to make a distribution available to
any holders of ADSs if it decides that it is unlawful to make such distribution. For example, it would be unlawful to
make a distribution to holder of ADSs if it consisted of securities that required registration under the Securities Act
but that were not properly registered or distributed pursuant to an applicable exemption from registration. The
depositary is not responsible for making a distribution available to any holders of ADSs if any government approval
or registration required for such distribution cannot be obtained after reasonable efforts made by the depositary. We
have no obligation to take any other action to permit the distribution of our ADSs, ordinary shares, rights or anything
else to holders of our ADSs. This means that you may not receive the distributions we make on our ordinary shares or
any value for them if it is unlawful or unreasonable from a regulatory perspective for us to make them available to
you. These restrictions may have a material adverse effect on the value of your ADSs.

You may be subject to limitations on transfer of your ADSs.

Your ADSs represented by American Depositary Shares are transferable on the books of the depositary. However, the
depositary may close its books at any time or from time to time when it deems expedient in connection with the
performance of its duties. The depositary may close its books from time to time for a number of reasons, including in
connection with corporate events such as a rights offering, during which time the depositary needs to maintain an
exact number of ADS holders on its books for a specified period. The depositary may also close its books in
emergencies, and on weekends and public holidays. The depositary may refuse to deliver, transfer or register transfers
of our ADSs generally when the books of the depositary are closed, or at any time if we or the depositary thinks it is
advisable to do so because of any requirement of law or any government or governmental body, or under any
provision of the deposit agreement, or for any other reason.

Your right as a holder of ADSs to participate in any future rights offerings may be limited, which may cause
dilution to your holdings.

We may from time to time distribute rights to our shareholders, including rights to acquire our securities. However,
we cannot make rights available to our ADS holders in the United States unless we register the rights and the
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Securities Act or exempted from registration under the Securities Act. We are under no obligation to file a registration
statement with respect to any such rights or securities or to endeavor to cause such a registration statement to be
declared effective. Moreover, we may not be able to establish an exemption from registration under the Securities Act.
Accordingly, ADS holders may be unable to participate in our rights offerings and may experience dilution in their
holdings.

In addition, if the depositary is unable to sell rights that are not exercised or not distributed or if the sale is not lawful
or reasonably practicable, it will allow the rights to lapse, in which case you will receive no value for these rights.
ITEM 4. INFORMATION ON THE COMPANY

A. History and development of the company.

China Finance Online Co., Ltd. was incorporated in Hong Kong in November 1998. Prior to April 2000, we did not
conduct any business operations. In April 2000, we purchased all of the equity interests of Fortune Software (Beijing)
Limited and renamed it China Finance Online (Beijing) Co., Ltd., or CFO Beijing, whereby we acquired our website,
www.jrj.com.cn, and commenced our online financial and listed company data and information operations. In

October 2004, we purchased another domain name, www.jrj.com, and commenced operating our business under this
domain name in March 2005. We maintain the same content under both domain names.

Since we commercially launched our service offerings in April 2001, we have conducted substantially all of our
operations in China through our wholly owned subsidiary, CFO Beijing until December 2004. In December 2004, we
incorporated a new wholly foreign-owned enterprise, Fortune Software (Beijing) Co., Ltd., or CFO Software. As
wholly foreign-owned enterprises, CFO Beijing and CFO Software are not permitted under PRC law to provide
Internet information content, which requires special licenses from the Ministry of Industry and Information or its local
branches. In order to comply with foreign ownership restrictions, we operate our website in China through Beijing
Fuhua Innovation Technology Development Co., Ltd., or CFO Fuhua, which holds the licenses required to be an
Internet information content provider under the relevant PRC laws. Zhiwei Zhao, our chief executive officer, and Jun
Wang, our chief financial officer, hold 45% and 55% of the equity interests in CFO Fuhua, respectively.

In October 2004, we completed the initial public offering of our ADSs, each of which represents five of our ordinary
shares, and listed our ADSs on Nasdag.

On September 21, 2006 China Finance Online entered into an agreement to acquire all the equity interest in CFO
Genius, CFO Genius engages in the business of constructing and maintaining financial information databases and
providing networked information solution. It was the first company of its kind in China to provide such services for
domestic securities and investment firms at the time of its establishment in 1994. The acquisition is expected to
strengthen the Company s position in the industry and provide future opportunities to develop database products. CFO
Genius is a financial information database provider primarily serving domestic securities and investment firms, for a
total cash consideration of $1,040,081, including $40,081 in transaction costs.

In October 2006, we closed the acquisition of CFO Stockstar and CFO Meining, a related company of CFO Stockstar
that operates www.stockstar.com. Under the definitive agreements, we and one of our affiliates paid US$6.5 million
and RMB 12 million, respectively, for an aggregate consideration of approximately US$8 million, in exchange for
100% of the equity of CFO Stockstar and 100% of the equity of CFO Meining. Established in 1996,
www.stockstar.com is one of the leading finance and securities websites in China.

In October 2007, we formed a strategic alliance with China Center for Financial Research ( CCFR ) of Tsinghua
University, one of the most reputable universities in China, primarily in the area of financial database development.
We receive exclusive technical advice and support from CCFR on the development of financial database and
analytics. We also cooperate with CCFR on other areas including training, product development, investor education,
etc. This collaboration enables us to further solidify our leading position in providing financial information, data and
analytics in China.

In November 2007, we successfully completed the acquisition of Daily Growth Securities (formerly known as Daily
Growth Investment Company Limited), a licensed securities brokerage firm incorporated in Hong Kong with a history
of over 35 years. Under the definitive agreement, China Finance Online acquired 85% equity interest of Daily Growth
Securities for approximately $3.6 million. By acquiring and fully integrating Daily Growth Securities, with our
existing resources, particularly the investor base of our premium websites jrj.com and stockstar.com, our
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long-term goal is to provide a diversified portfolio of brokerage and informational services to our users and improve
the monetization rate of our website user base by capitalizing our users growing interest in investing in Hong
Kong-listed securities. In 2008, we raised the authorized and issued share capital of Daily Growth Securities;
consequently, the total percentage of beneficial ownership by CFO Hong Kong increased from 85% to 100%. The
equity interests of Daily Growth Securities, Daily Growth Futures, a licensed futures contract trading firm
incorporated in Hong Kong, and Daily Growth Wealth Management Limited, or Daily Growth Wealth Management, a
company incorporated in Hong Kong, to be engaged in wealth management business in future, are now 100% held by
Daily Growth Holding, which is wholly owned by CFO Hong Kong. We intend that all the equity interests held or to
be held by CFO Hong Kong in financial service related business will be integrated into Daily Growth Holding, and
thereby making Daily Growth Holding our platform to develop financial service related business outside China.
In January 2008, we entered into a strategic alliance with China Telecom, the largest telecommunications services
provider in China, with a purpose to deliver a variety of financial information services to China Telecom s more than
40 millions of broadband subscribers and over 200 millions fixed line users. Under the agreement, the two parties will
establish and maintain a co-branded finance channel on China Telecom s broadband portal Vnet.cn, a website owned
by China Telecom that also serves as the payment platform for its broadband subscribers for various internet
value-added services. China Telecom will distribute our products and services through Vnet.cn as well as its business
halls in China, and the two parties will share revenues generated from such products and services according to the
agreed-upon scheme under the alliance agreement. We believe that this strategic alliance will further solidify our
leading position in providing financial information, data and analytics in China and also bring us a unique opportunity
to further enhance our brand awareness among tens of millions of potential users.
In September 2008, we entered into a series of contractual arrangements with CFO Newrand and its shareholders.
CFO Newrand is a CSRC licensed investment advisory firm, which also wholly owns a Shengzhen Bureau of
Education licensed securities investment training center providing professional training opportunities in the areas of
finance, investment, wealth management and risk management. As a result of the contractual arrangements, we
obtained substantial control and became the primary beneficiary of CFO Newrand and accordingly we consolidate the
results of operations of CFO Newrand in our financial statements. The net cash consideration for the beneficial
interests we have obtained in CFO Newrand is RMB15.75 million or US$2.31 million. As a result of the contractual
arrangements with CFO Newrand, we also indirectly own the investment advisory license and investment education
license of CFO Newrand Training issued by the Shenzhen Bureau of Education, which would enable us to offer
investment research and advisory services to individual and institutional clients, and provide a wide range of investor
education services to our customers in the future. We believe that these areas represent significant growth
opportunities given the vast user base on our websites www.jrj.com and www.stockstar.com. The arrangements with
CFO Newrand are part of China Finance Online s strategic roadmap to become a comprehensive financial service
provider in the long run.
Our principal executive offices are currently located at 9th Floor of Tower C, Corporate Square, No. 35 Financial
Street, Xicheng District, Beijing 100140, People s Republic of China and our telephone number is (8610) 5832-5288.
B. Business overview.
We are one of the leading companies that specialize in providing online financial and listed company data and
information in China. We offer subscription-based services on a single information platform that integrates data and
information from multiple sources with features and functions such as data and information search, retrieval, delivery,
storage and analysis. We deliver these features and functions using software tools that we have developed, which we
refer to as research tools. Our research tools combine:

financial analysis tools that permit users to calculate and analyze quantitatively financial data;

current and historical financial data and information for China s listed company stocks, bonds and mutual
funds;

categorized news and research reports; and
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With our screen layout and menu options, we display our research tools in a manner designed for ease of use. The
content and technology comprising our integrated information platform is also designed to be adaptable so that as we
develop new research tools and adopt new content and features, these new research tools, content and features can be
easily integrated with our existing platform.
Our service offerings permit users to subscribe to several of the service packages that we offer. These offerings are
broadly divided into three categories: Securities Market Information, Technical Analysis, and Fundamental Analysis.
Each service package contains one or more research tools. Our research tools include a number of features and
functions that, we believe, are innovative and are not widely available in the Chinese financial markets. Our service
offerings can be accessed using our research tools and through our websites at www.jrj.com or www.stockstar.com.
JRJ is the abbreviation of Jin Rong Jie , which means financial industry in Chinese. As of December 31, 2008, we had
a total of approximately 11.3 million registered user accounts, and approximately 116,200 active paying individual
subscribers. Our registered users are Internet users who maintain a registered account with either www.jrj.com or
www.stockstar.com. Active paying individual subscribers refer to registered user who subscribe to a fee to one of our
subscription-based services offered by either www.jrj.com or www.stockstar.com by download or through mobile
devices.
Our service offerings to users are used by and targeted at a broad range of investors in China, including individual
investors managing their own money, professional investors such as institutional investors managing large sums of
money on behalf of their clients and high net worth individuals, other financial professionals such as investment
bankers, stock analysts and financial reporters, and middle class individuals. Most, if not all, all of our research tools
are designed for and tailored toward investors in China, allowing them to make informed investment decisions with
respect to all of China s listed company stocks, bonds and mutual funds according to specifications and analyses
determined by the investors.
Our website users are not charged for visiting our websites and obtaining basic financial information such as real-time
quotes and historical financial information for all of China s listed company stocks, bonds and mutual funds, and
financial news. Our integrated information platform, which allows users to select from a range of downloadable and
web-based research tools, is available only through subscription. We categorize, process and, through our
subscription-based research tools and our website content, present data and research results to our subscribers,
allowing them to make informed investment decisions. Our service offerings are designed to enhance our users and
subscribers experience due to the following characteristics:
Comprehensive.
We offer a broad range of data and information regarding China s listed company stocks, bonds and mutual funds. We
offer more than basic financial data such as price and trading information and provide our subscribers with breaking
economic and financial news, detailed historical data and information, financial analysis tools, market coverage and
listed company analysis and online forums that facilitate our subscribers own investment analysis efforts. We believe
we have built a comprehensive database of historical financial data and information on China s listed companies,
bonds and mutual funds with data and information dating back to December 1990, when the Shanghai and Shenzhen
Stock Exchanges first opened for trading.
Integrated.
Our information platform integrates data and information from multiple sources with features and functions such as
data and information search, retrieval, delivery, storage and analysis. Our platform integrates all of the research tools,
data and other information we have developed or gathered and, together with our screen layout and menu options,
displays them in a manner designed for ease of use. The content and technology comprising our integrated
information platform is also designed to be adaptable so that as we develop new research tools, content and features,
these new research tools, content and features can be easily integrated with our existing platform. Depending on the
service package chosen by the subscriber, a subscriber can have different levels of access privileges to financial
analysis tools, real-time and historical data, news, research reports and online forums.
Interactive.
We have established online bulletin boards and discussion forums where users can share with each other views on
stocks and trends in the financial markets in China. In addition, we have introduced stock alert services that send
messages to our users mobile phones alerting them of changes in stock prices and other trading related information
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of their interest, according to their pre-set query parameters, allowing them to extend their experience with our
services beyond the Internet.

Timely.

We provide our subscribers and users access to real-time stock quotes, breaking news and updated research reports to
allow them to stay current with the latest market developments. We receive real-time stock, bond and mutual fund
quotes and other trading related information directly from the Shanghai and Shenzhen Stock Exchanges. During an
average trading day, we update our research tools within three seconds of receipt of new data and information from
the stock exchanges. We also receive current news headlines from financial news websites and publishers and
distributors of traditional media. We also have provided our subscribers and users with up-to-date personal finance
news and wealth management products that we received from banks, trust companies, insurance companies and other
financial institutions.

Unbiased.

Our website presents third-party content, analysis and commentary, and computer generated quantitative analysis to
provide our subscribers and users with a broad view of the financial markets in China. We do not formulate or publish
views on this content, analysis or commentary. Because we are not motivated to convince them to buy or sell any
securities or to invest in any specific investments, we believe our subscribers and users view us as an unbiased
provider of financial information.

Easy to use.

Our research tools and our website are designed with a screen layout, menu options and displays that we believe any
user familiar with a computer will find easy to use. From our basic web page, our users can choose a variety of
financial data and information topics that interest them. Through our research tools, our subscribers have access to a
large pool of historical financial data and information, which they can categorize and analyze as they determine. We
have a product development team directed at working closely with our customer support personnel to update and
develop information and presentation formats that our subscribers
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