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Each day nearly

50,000 babies are born in China




CRH China Railway High-speed
operates 4500 trains at a speed of
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Each day, the mobile
payment platforms operate
transactions of

82 billion USD
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Each day

700,000,000 USD

IS invested in R&D in China



It took China 10 days to build
a new hospital with a facility of

1000 beds
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Lebensstil

Lifestyle: Independent vs. dependent

Copyrights @ An Infographic Portrait by Yang Liu
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The boss
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im Trend

What’s trending
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Children in the family
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Pinktlichkeit

Attitude towards punctuality
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Expressing feelings
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Self perception
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Umgang mit Problemen

Dealing with problems
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Three meals a day
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Transport

Means of transportation
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Sendoren im Alltag EANBEREIE

Everyday life of elderly
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Perception towards beauty
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Wartewchlange -

How to stand in line
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Complexity of self-expression
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Kontakte

Connections and contacts
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Cultural Types:

The Lewis Model S s o

N— Linear-active,
Peru, Bolivia multi-active,
reactive variations

Portugal, Greece Angola, Nigeria
Chile, Algeria Sudan, Senegal
Russia, Slovakia
Croatia, Romania s.::: .3_22.
Serbia '

France, Poland
Hungary, Lithuania

Bulgaria
Turkey, Iran

Belgium, Israel India
South Africa Key; Pakistan
blue = linear-active - cool, factual,
Denmark, Ireland Indonesia, Malaysia
A lia decisive planners Philippines

red = multi-active - warm, emotional,

Netherlands, Austria loquacious, impulsive

Czech Republic
Norway, Slovenia = reactive - courteous, amiable,
accommeodating, compromiser,

USA good listener China

Germany
Switzerland :
Luxembourg =
UK. Sweden Finland Canada Singapore Taiwan Japan

Latvia Estonia Hong Kong
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Chinese Business Culture

Traditional Chinese Culture

Communist Ideology

Daoism

. e mao dun
o wu wei .
iy of e mass line
e unity o .
vy . . e criticism and self-
opposites Confucianism eriticism
e ctc. e relationism
. e ctc.
® guanxi
Legalism e traditionality
e familism
e filial piety
Buddhism e loyalty

® yuan
e etc.

etc.

Collectivism

Canchu Lin, (2010) "Studying Chinese culture and conflict: a research agenda", International Journal of
Conflict Management, Vol. 21 Iss: 1, pp.70 - 93
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Chinese Business Culture

Culture Values
Expressed

West (American & Most
European countries)

East (The Chinese and
Most Asian countries

Type of logic

Linear (More causal
relationships and direct
associations between A
and B)

Spiral (more roundabout
and subtle)

Expression of
agreement and
disagreement

More argumentative,
willing to express
disagreement verbally

More difficult to say no
even if one means no,
disagreement expressed
indirectly

Communication of
Information

More meaning is in the
verbal message. Use of
direct language

Meaning is often implied
or must be inferred. Use
of indirect language

Expression of
honesty

More overt, one is more
likely to ask the person to
“speak their mind”

Subtle, nonverbal
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Chinese Business Culture

Culture Values West (American & Most East (The Chinese and
Expressed European countries) Most Asian countries
Expression of self | “I’-oriented “We"-oriented
Sender-oriented Receiver-sensitive
Thinking More rule based or based | Tends to take context
orientation on application of abstract | and the specific situation
principles such as into account in rule
regulations or laws interpretation
The individual Has to have rights and Group duty and
greater need for individual | preservation of harmony
achievement
Conflict Trial or confrontation, use | More mediation through
Resolution of lawyers and courts trusted third parties
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Chinese Business Culture

Culture Values
Expressed

West (American & Most
European countries)

East (The Chinese and
Most Asian countries

Nature of the
business
relationships

Less important, tend to
substitute relationship for
written agreement, easy
to form, not always long
lasting

Most import business
cannot occur until
relation if sounds, written
agreement secondary to
guan xi, hard to form,
long lasting

Time sense during
meetings

Be on time and end on
time

Appointment less driven
by exact start and end
time

Conflict results

Win or lose

Win-win, to lose is to win,
or lose in order to win
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Two key concepts:

BUSINESS FIRST xR FIRST

Guanxi (relationships)

_. e
g"’ Mianzi (face)
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Chinese Business Culture

Politburo Standing
Committee
(7)
Secretariat

Politburo
(25)

Leading

small groups Central Committee

(376)

National Party Congress
(2,263)

XiJinping

Chineese People's National Peo

Polit

cal Consultative Cong S
Conference (legislative body)

State Central
Military
Commission

Party Central
Military
Commission

Supreme
People’s
Procuratorate

People's 27 ministries
Liberation Cnmr‘:ni ons
Army ~ el

Central Committee on
Discipline Inspection

I Chinese Communist Party + Total party membership: 88,758,000 + Percentage of China's Population: 6.5% Il Government of the People's Republic of China
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Questions?
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Entering Chinese Market

There are many Chinas in China!
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* Preparations on internationalization

* Market analysis (regional differences & Chinese
consumers)

* Competitor assessment

* Entry options (entry mode choices)

* Implementation

* Revising strategy & optimization

Chinese

Market Entry
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The 21st Century is changing the balance of power

Share of Global GDP
100% -

-7 (USA, UK, Japan, Germany, France, Italy, Canada)
80% w7 (China, India, Brazil, Russia, Indonesia, Mexico, Turkey)

60% -

40% -

20%

0%

1990 1995 2000 2005 2010 2015 2020 2025 2030 2035
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Population Change 1950- 2050
01950 m1960 01970 m1980 M 1990 12002 M 2010 02025 m 2050

2.0

Billions

China Japan India France Germany Italy Spain United United
Kingdom States
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Entering Chinese Market

Cars per 1000 inhabitants in 2005

900
USA: 82§
800 -
More than 50 per cent of the countries in the Japan
700 - world have fewer than 100 vehicles per 1000 Most West European 581
countries have 400-600
e
600 - \
500
400
Most
||countries
300 below 10 are
in Africa
200 -
South Asia:
100 - 11 or lower | [China: 15
Nl
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-
N
]

Overtake US sales

1 0 i (F SRR R TRNT AN T NI NIRRT IR AN VAN TANTAN S AN S ARRA NS

million

'| Overtake Japan sales

4 I T )

1995 2000 2005 2010 2015 2020 2025 2030

China’s oil imports reach 13 mb/d in 2030 as car ownership jumps
to 140 per 1 000 people from 20 today
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DY THE
NUMBERS

The global economy
by GDP

$74 trill
Q /L CI'Hon
is the size of the global economy,
according to World Bank data

oul
2 [(oe, D
g N 2
. : o Egypt
40 3 0.45%

ofthe world’s largest economies

China SA

14.84% 0.42%

Ll Germany

3.91%| 4.54%

are plotted here . 7 & Nigeria
Isrzel 0.4% Rest of the world 72 0.65%
Hong Kong 0.4% o /
1 5 5 Malaysia 0.4% 9.41% Argentina 0.79%
Phillippines 0.39% Columbia 0.39%

countries make up the “rest of

Vi 0.5%
the world” section of this chart -

Brazil 2.39%

Belgium 0.61%
Poland 0.64%

Continents Norway 0.52%
[Asia | Ireland 0.38%

| Europe | North America [§ South America il Rest of the world Austria 0.51% Sei——. b
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Changes in the World GDP when Adjusted by Cost of Living

P at PPP (2018) World's Region GDP (2018

AFRICA
PHILIPPINES $0.95T 0.7% AUSTRALIA

VIETNAM $0.71T_0.52%
BANGLADESH $0.70T 0.52% LATIN AMERICA SINGAPORE $0.36T 0.4:

$1.32T TI‘sIAI Lé\{:l »
5% [uaasr AND CARRIBEAN %
SINGAPORE $0.57T 0.42% LAND /3 5% BELGIUM $0.58T MIDDLE EAST M
0.42%
KAZAKHSTAN $0.51T EUROPE PHILIPPINES $0.33T_0.39%
0.37% INDONESIA v
$3.49T SWEDEN
$0.54T NORTH AMERICA

NG KONG 256% . 0541 PAKISTAN $0.31T o.zs@ CHINA -
$048T 0.55% ‘ - ‘ SWITZERLAND $0.59T 043% BANGLADESH $13.61T GERMANY
PAKISTAN $0.27T 032% 15.86% g $3.99T

mors M CHINA (-
. $25.36T 5%\ 1

$036T 0.27% INDIA 18.58%
$10.5T

7.69%

HONG KONG $0.36T 0.42%

UNITED &) <1
STATES STATES [ 'm
$20.49T $20.49T

:le;(;:ro 15.02% i ECTEY ' SOUTH AFRICA $0.79T 0.58% b
= . g 23 890/ ‘ NIGERIA $0.4T 0.46%
[ ] (o} ’

1.85%
ALGERIA $0.66T_0.48%

UNITED

DENMARK $0.35T
0.41%

ARGENTINA SOUTH AFRICA $0.37T 0.43%
$0.52T 0.6%

NIGERIA $1.17T 0.86% EGYPT $0.25T 0.29%

$0.74T 0.55%

ARGENTINA
$0.92T 0.67% AUSTRALIA $1.29T 0.94%

Article & Sources:

https:/howmuch.net/articles/the-world-economy-ppp-2018 h OWMu C h .net

The World Bank - https:/databank.worldbank.org
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Demand estimates of
Chinese luxury goods
2001 % of global luxury market 44 50
—— Greater China demand (billion euro) 41 40
37 E
150- 34 169
31
28 41 -30
25
100+ 292 18
20
17 20
15
50- | 10
56
26 31
0 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 o
Source: CLSA Asia-Pacific Markets
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Regional Differences

According to the World Bank, more than 850 million Chinese people have been lifted out of
extreme poverty; China's poverty rate fell from 88 percent in 1981 to 0.7 percent in 2015.
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RUSSIA

KAZAKMSTAN

- -.\\

MONGOLIA
KIRGIZSTAN

INNER MONGOLIA

23 provinces, 5 autonomous regions, 4 municipalities and 2 special administrative regions
of Hong Kong and Macau.
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Entering Chinese Market

Density of China (2000) 2T
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Altitude des provinces

Légende

> 3000 m

entie 1500 et
m

<1S00m

0 1000 Miles
—

Source: LASSERRE Fredéne, L'éveil du dragoa, Les defis du développement de la
Chme au XXz siecle, Sainte-Foy, Presses de 1"'Unnerate du Quebec, 2006 p. 230

China is spread across three types of mountainous regions. More than 40% of the country
is at an altitude of over 200m. The highest point is Mt Everst (8,844m).
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Mean Annual Precipitation and Its
Relative Variability in China
ER PRECIPITATION — UNE AUTRE IMPRESSION/

i R % R
N eans B 1:25 000 00 s T
"‘h!:’:l“’r L ¢ W 50 750 he el 15
SRNET . ) ettt
Ry

NS N

0.
mf Lo
{
£\
\ -
¢ .
B NS
)
Lot
5
A
2 )
- B
<o N
10N &:_‘
“;“n il 2
4 3 ’ '*—m‘;"
Provipitation {m) i 52

4000 o’
2 %00
2000 R R AR e (0

1 600 Procipration Relative Yarkahaling ¢

1200

L 7 0
dHE®RI2]  Sowne 2y v

. o

__|™ ghi Peljun (ed.) (2003) Atias of Natural Disaster Systgl

20

of China. Beljing: S¢ience Press, p. 83.

RE3ES88
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Northwest China: I
Inner Mongolia, Shanxi, /
Shan’xi, Gansu, Ningxia, ~f

Note: The regional boundaries are simplified, thus do not reflect the actual demarkations
Source: Cui and Lu (2000)
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China GDP in 2000 by Province:
a Union of Poor Third World countries

| Lebanon e _
Bulgaria Kazakhstan [%

UAE
Croatia

New Zealand

Luxembourg

‘lx Zambia

Czech

@ ~bove $1,000bn /
() Between $500bn -$1,000bn - Vietnam

‘ Between $100bn -8500bn
Below $100bn

Source: HSBC, CEIC, IMF, CIA
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Entering Chinese Market
China GDP in 2009 by Province: A Union of Leading Developing Countries

Estonia

Singapore

Kazakhstan

@ 250ve$1.0000n

. Between $500bn —31,000bn
‘ Between $100bn -8500bn
Below $100bn

O Panama

Source: HSBC, CEIC, IMF, CIA
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I Nearest GDP equivalents
2010, $bn

UKRAINE |

(HEILONGIIANG) |
COLOMBIA '

(HEBEI) QATAR

po (IUN) ST
< iR .
\ ™ % ""DAD

"""" €2 oV, .| | UNITEDARAB EMIRATES (LIAONING)
' if”',in“,fo‘;got"‘\ ‘;; o , =7~ PHILIPPINES (8£LING)

p T HUNGARY (TTAMJIN)
HUNGARY

ETHIOP s v
BOLIVIA 7};;,_, (suwoa)_ SHIIERTAND

MALTA o N2 chmw?lo [TZERLAND (JIANGSU)
(TIBET AUTONOMOUS B oSy 3.'5'“”:;\,__‘_-;,9 P FINLAND (sranchas)
By CMALAYSIA ) NIGERIA < % 2
—~ 7 > ¢ oy k =

e

AY)

“vIETNAM T 200 - <400
- (YUNNAN) ((GUANGDONG
o GUANGXT) 2 EGYP‘I'D) 120 - <200

(HONG KONG) U 50~ <120

(:(I) ?MA = Less than 50
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b EEETBREAHGDPA WA (20124, X EHAM)
GDP per capita by province-level divisons of Mainland Chimna in 2012

Baesd on DATA of China NBS, 2012
average exchange rate: CNY 6.3125 per USS$ 1in 2012

ARMH CNY ¥t USS
- = 63125 > 10,000

= 50,500 — 63,125 | 8,000-10,000
= 31,563 - 50,500 | 5,000 - 8,000
|
[

25,250 — 31,563 | 4,000 - 5,000
18,938 — 25,250 | 3,000 - 4,000

Population

¢ 2018 estimate A1,427,647,786 (71(8]
(1st)

* 2010 census 1,339,724,8521%] (1st)

¢ Density 145[10]/km2
(375.5/sq mi) (83rd)

GDP (PPP) 2019 estimate

* Total A $27.309 trillion!""]
(1st)

* Per capita A $19,5041"] (73rq)

GDP (nominal) 2019 estimate

* Total A $14.140 trillion(""]
(2nd)

* Per capita A $10,099[11] (67th)

Gini (2018) A 46.7012]
high

HDI (2018) A 0.758[13]
high - 85th
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Distribution of China’s
High Net Worth Individuals

Number of HNWIs:

B > 100,000

B 50,000-100,000
B 30,000-50,000

10,000-30,000

B < 10,000

Data Source: Hurun - The Chinese Luxury Consumer White Paper (March 2012)
*Note: Chongging is in the 30,000-50,000 HNWI category

www.thechinaobserver.com | Data & Insights
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Internet penetration
rate, 2011-12, %
W >60 YUNNAN
B 50-60 Total,%
M 40-499
M 30-39.9
<30

Number of users
m

I United States
B European Union
B China

Rest of world

1995 2000 05 10 12
Sources: CNNIC: World Bank; ITU
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MONGOLIA

Beiiing N. KOREA

O e e JAPAN

P T MR NG, LN S. KOREA

C H I N fjf‘ A Yellow
' by Sea

ngh speed rail lines, 2017, km ’000 i . 74 ‘ \

Bl In operation
B Under construction/planned
0 10 20 30 4O

~Shanghai

East China

Sea
Chlna Wenzhou PACIFIC
Spain OCEAN
France TAIWAN , 750 km .
High-speed railways in China
et IS e, , (%5 August 2017
ol Hong Kong | — Operational —— Planned
German 3 pera
: ; VIETNAM Guangzhou Sources: National Development and
United Reform Commission; National Railway
States LAOS South China Administration; International union
Britain Sea of railways

Economist.com



2010 GDP for urban clusters in China vs Urban clusters in China and their hub cities

selected countries, $ billion
8 Clusters are grouped by size, based on

Shanghai s 5o average 2015 urban GDP estimates
Switzerland Y 527 ® Smal  large @ Mega
Jingjinji I 475

Belgium P 469

Shandong [N 418 0: %o
. i
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| € ¢%e
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@,
Guangzhou NG 357 cluster b ijing %% e
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Denmark [ 310 Shijiazhuang

o, %
() '. () .‘
e %0
~__ Dalian
Tianjin

Taiyuan cluster

. Zhengzhou
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g Xlan\.“

> China’s City clusters population in 2010 iuanzhong cluster /0:,.

Chengdu-Chonggqing cluster
61 2 m ill»ion e
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/' 110 million ‘hengdu

) Yangtze Delta cluster
i /90 million
o i 29 million
[9 (55 4 P Pearl River Delta

65 million
‘Source: People’s Daily Graphics: GT |

e Changchun
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Jangaa is duided into thirteen pre-
fecture-level divisions. The thiteen
: prefectare-tevel divisions of

) iangsu are subdiviced into 106
il comntydevel divisions (54 districts,
27 county-level cilies, and 75 coun-
)

Jiangsu Province

GDP: 1.4 trillion USD
(Finland + Sweden+
Denmark + Norway)

towna, 122 towmshigs, one ethnic
township, and 287 subdistricts).

Population: 77 million

Nanjing City

GDP: 199 billion USD

Population: 9 million

Narong Leomomic & Tochacegcal

Orveiopment Ares
Dwnfng Soed Provessig Zoee | [ NETO was 0 o 1 st s vl v

=== g Kunshan Township City

.=z GDP: 55 billion EURO

Wil parka i China. 1 Tocuses on formation of

e Population: 1.5 million

::.m::::':::m B et """"“““ GDP per capital: 34,800 USD

mun uw



NORDIC
INNOVATION
ACADEMY Entering Chinese Market

Chinese Consumers
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Environmental Stimuli: Urban Chinese Consumer

China: Urbanization & Population Growth

Source! United Natioms, Department of Ecomnomic and Social Affair

g

.
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Population (millions)

|

1950 1960 1970 1980 1990 2000 2010 2020 2030 2040

g rural mm urban total Year
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EXHIBIT 1| By 2020, Chinese Consumption Will Have Grown
by $2.3 Trillion—Even if GDP Growth Slows to 5.5%

Nominal private consumption, 2020

($trillions)
20

15.0
15

1\
AN

Incremental growth in Chinese consumption over the next five years
will roughly equal a market 1.3 times the size of Germany or the UK

6.5 /

2.3

3.0 2.8 }
1.6 ) L i L ’ 0.4

u.S. China India Japan Germany France
*

. — m

B Private consumption, 2015 Consumption growth, 2015-2020

Sources: Economist Intelligence Unit; BCG analysis.
Note: Assumes annual GDP growth rate of 5.5%. Because of rounding, not all numbers add up to the totals
shown.



NORDIC
INNOVATION
ACADEMY

Entering Chinese Market

Top ten economies in 2050 at market
exchange rates

Nominal GDP
(LSS bn)
2014 2050
os o) N 77 o 1+ )
o (21 T - T
sepen 1 [ ot 131 TR 73
Germany (4] indonesia 4] [ 15,432
UK [5) Japan (5] [ 1236
France [6) Germany [5] [JJJj 12334
Brazil [7] Brazil [7) - 10,334
Italy [8) Mexico [8) | 9,826
tndia (o) [ wo [lome g
Russia [10] France [10] [ 2.1 I Economy remains at rankings

Source: The Economist Inteligence Unit.
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The magnitude of China’s middle-class growth is transforming the nation.

Share of urban Urban private Income Projected growth of
households,’ % consumption,’ % segment” private consumption,
CAGR,? 2012-22, %
100% = 256 357 10,048 26,804 10.3
million million billion billion

renminbi renminbi

3 =
9

25 Affluent 19.6
20

54
54
54 56 Upper middle class 22.4
] B g - :
16 16 14 Mass middle class 3.3
| 5 Poor -1.5
2012 2022 2012 2022

'Figures may not sum to 100%, because of rounding; data for 2022 are projected.

?Defined by annual disposable income per urban household, in 2010 real terms; affluent, >229,000
renminbi (equivalent to >$34,000); upper middle class, 106,000 to 229,000 renminbi (equivalent
to $16,000 to $34,000); mass middle class, 60,000 to 106,000 renminbi (equivalent to $9,000 to
$16,000); poor, <60,000 renminbi (equivalent to <$9,000).

*Compound annual growth rate.
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The geographic center of middle-class growth is shifting.

Share of middle class,’' by geography, %

Inland China l
cle

Coastal China

2002 2022
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Share of middle class,' by type of city,? %

Tier 1 |ilg)
45
Tier 2 BV Gongzhuling e

Tier 3 - 3 Beijing o
Tier 4 === . .
2002 2022 Yulin (Shaanxi) e
Linfen e
U Leshan uane * Shanghai
M e u: ® Ziyang * Wuhan
eishan N .
Zhaotong Chongging
[ ]
® Tier-1 cities Yongzhou e W zhot:
® Selected Tier-2 cities Foshan e -
® Selected Tier-3 cities Shenzhen

® Selected Tier-4 cities

'Based on information for 266 cities; data for 2022 are projected. Cities in China are grouped into
4 tiers based on their economic development and political importance. For Tier-1 cities, 2010
nominal urban GDP is >932 billion renminbi; for Tier-2 cities, 120 billion-932 billion renminbi; for
Tier-3 cities, 22 billion-120 billion renminbi; for Tier-4 cities, <22 billion renminbi.

2Figures may not sum to 100%, because of rounding.
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By 2025, 7.5 million wealthy Chinese households are expected
to spend 1 trillion renminbi in luxury goods.

Global personal luxury-goods 2,700 Growth per annum

market evolution, billion RMB 2016-25,%
2.170 Other worldwide
consumers
1,679
1,482
1,263
-44  Chinese consumers
- 36

Chinese -32
consumers, % -21

2008 2012 2016 2020e 2025€

McKinsey&Company
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Exhibit 7: Age distribution of Chinese luxury consumers, 2011

Western European Consumers China

Source: Roland Berger - Chinese Consumer Report - Luxury
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Wealthy Chinese customers are more likely to purchase their
initially considered item when compared to average customers.

Brands considered by customer type, Brands purchased by customer type,
number %
Initially considered Further evaluated Initially considered Further evaluated

93

08 | .
[

Wealthy Average Wealthy Average Wealthy Average Wealthy Average

customer customer customer customer customer customer customer customer

McKinsey&Company
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Chinese Buying Behavior: Brand Driven or Price Driven

@ Only buys best deal

D Consider few brands butis
open to others if good deal

m Considers few brands and
buys one of them in store

@ Only buys preferred brand

Sensnnannnanannnd

-
Sessnnsnsnsnnnnn LA AL L) B

China uUsA UK Japan

Brand-driven buying behavior
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Shopping channels used by Chinese consumers when overseas, %

@ @ @ @ 010 €07 e 05

Downtown  Airport Free-standing Shopping- Brand-
duty-free  duty-free  Dept. brand mall brand exclusive Multibrand
stores stores stores stores stores outlets outlets E-commerce

McKinsey&Company
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Luxury Goods Sales Worldwide, by Nationality,

2017 & 2024
billions
$182.70
$118.39
2017 2024
M China ! Europe I Other Asia-Pacific
Hus M Japan © Rest of world

Note: converted at the exchange rate of USS1=€0.89, includes personal
goods only; excludes services, cars and yachts, read as luxury goods
buyers from China account for $118.39 billion in luxury goods sales and
32% of total luxury goods sales worldwide

Source: Boston Consulting Group (BCG) and Altagamma, "2018 True-Luxury
Global Consumer Insight: 5th Edition”, eMarketer calculations, Feb 20, 2018

241454 www.eMarketer.com




NORDIC
INNOVATION
ACADEMY Entering Chinese Market

Luxury Goods Sales Growth in China, by Product
Category, 2017
% change vs. prior year

Personal care & beauty products 28%

Jewelry 27%

Female apparel 24%

21%

Bags 18%

Accessories 14%

13%

Male apparel 8%

Total 20%

Note: luxury goods sales in 2017=142.0 billion Chinese yuan renminbi
Source: Bain & Co., "2017 China Luxury Goods Market Research Report,”
Jan 17, 2018

234957 www.eMarketer.com
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Luxury Goods Sales in China, Digital* vs. Offline,
2015-2017

billions of Chinese yuan renminbi

142.0

113.0 117.0

2015 2016 2017
W offline M Digital*

Note: *includes official distribution channeis only
Source: Bain & Co., "2017 China Luxury Goods Market Research Report”,
eMarketer calculations, Jan 17, 2018

234959 www eMarketer com




Digital Share of Luxury Goods Ad Spending in Select
Countries/Regions, 2017-2019

% of luxury goods total media ad spending Entering Chinese Market

2017 2018 2019
Australia 8.6% 8.6% 8.6%
Brazil 7.0% 7.0% 7.0%
China 53.3% 61.2% 68.0%
‘Colombia 26.5% 31.9% TB.6%
France 20.5% 22.7% 25.0%
Germany 37.4% 39.9% 42.7%
Hong Kong 31.1% 34.8% 38.3%
Italy 15.4% 16.8% 17.9%
Malaysia 18.2% 23.4% 27.1%
Mexico 7.6% 1.4% 1.5%
Middle East & North Africa 17.1% 17.1% 17.1%
Netherlands 46.0% 48.2% 51.6%
Peru 1.1% 1.1% 1.1%
Russia 20.9% 22.3% 24.3%
Singapore 14.1% 16.1% 18.8%
South Korea 13.0% 14.8% 16.2%
Spain 8.1% 8.3% 8.5%
Switzerland 8.1% 9.5% 10.1%
Taiwan 31.0% 32.8% 35.4%
UK 36.0% 38.6% 39.9%
us 28.6% 29.8% 30.9%
Source: ZenithOptimedia, "Luxury Advertising Expenditure Forecasts 2018,"
May 14, 2018

238742 www.eMarketer.com
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Luxury Goods Ad Spending in China, by Media,

2014-2019
millions

2014 2015 2016 2017 2018 2019
Digital $117 $153 $371 $490 $671 $896
Paid search $140 $174 $223 $271 $311 $350
Out-of-home $417 $458 $400 $326 $294 $278
v $420 $374 $272 $305 $277 $230
Display $209 $254 $276 $268 $273 $273
Magazines $463 $380 $291 $211 $157 $124
Cinema $23 $34 $82 $80 $86 $94
Video $70 $86 $114 $72 $77 $81
Radio $34 $37 $28 $25 $23 $21
Newspapers $127 $67 $30 $17 $9 $5
Total $2,020 $2,017 $2,087 $2,064 $2,178 $2,353

Note: numbers may not add up to total due to rounding
Source: ZenithOptimedia, "Luxury Advertising Expenditure Forecasts 2018,"
May 14, 2018

238774 www.eMarketer.com
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Digital Channels that Affect Opinions/Decisions on
Luxury Purchases According to Luxury Consumers* in
China vs. Worldwide**, 2017

% of respondents

China Worldwide**

Brand's website 26% 29%
Brand's official social media pages 27% 18%
Advertising or articles in digital magazines 12% 16%
Enfluencers and fashion bloggers 20% 13% )_
Digital communication from the brand 11% 13%
Online blogs 10% 12%
Brand's mobile app 12% 11%
Instant chat services 12% 9%

Note: includes personal and experiential luxury, excludes cars and yachts,
*spent an average of €37K on luxury purchases in the past year; **includes
Brazil, China, France, Germany, Italy, Japan, Russia, South Korea, the UK and
the US

Source: Boston Consulting Group (BCG) and Altagamma, "2018 True-Luxury
Global Consumer Insight: 5th Edition," Feb 20, 2018

239793 www.eMarketer.com
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Affluent Chinese tourists are the world’s top luxury consumers
2017 Chinese Outbound Tourism Trends

. +7%
Total Trips 1.5 trips per person with
Taken a passport on average

Total Amount

42,107 spent on average
Spent

per person per trip

@ 2017 ® 2016 ]J U X E

DIGITAL
source: China Tourism Academy, International Association of Tour Managers, Luxe Digital
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Affluent tourists from Mainland China continue to consistently
spend more while travelling abroad than tourists from
any other country in the world

Rest of the .
World China ) )
e 21% Chinese tourists spent on

average twice as much as

) tourists from the United States
United States

10% when travelling overseas.
Germany
6.5%
UK
5.1%
A
LUXLE

source: United Nations World Tourism Organization (2017) DIGITAL
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Only 6% of Chinese citizens own a passport today.
The number is expected to increase to 14% in the coming years.

Passport Holders

source: United Nations World Tourism Organization (2018)

0%

Among China’s population of
1.4 billion people, only 6% own
a passport today.

An additional 116 million
Chinese citizens are expected
to get a passport in the coming
years.

LUXLE

DIGITAL
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There are two critical seasonal events in the
Chinese tourism calendar

Lunar New Year Golden Week
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
The rise of the Chinese Free Independent Travellers The growing share of female Chinese tourists
40% 60% 44% 50%
52 million Group(::vfe)rs 78 million Indepen: Tgller: O O O O

57 million Male Travellers 73 million FemaleTravellers
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Chinese tourists are highly connected and influenced by what they see online

source: Coresight Research

72% of Chinese travellers are
influenced in one way or another
by what they saw online when
choosing where to go.

LUXE

DIGITAL
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High-end shopping remains a priority for Chinese tourists abroad

Overseas travel expenses Overseas travel expenses
by Chinese tourists by non-Chinese tourists
Hotel Dining
Dining Shopping
Other major expenses include local transportation, tourist attractions, ]J U X E

recreation, and communications. DIGITAL

source: Nielsen
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Buying luxury brands abroad is often cheaper than in Mainland China
Like-for-like products, USD equivalent prices

China
Japan

Unted States

Russia

United Kingdom

Italy 77% Median USD equivalent price
in each country relative to

the global average.
France 77%

LUXLE

source: Deloitte “Global Powers of Luxury Goods", 2017. DIGITAL
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72 % of Chinese tourists plan their trips with online resources

Print
Publications

4%
Chinese tourists will use

primarily travel websites, travel
blogs, Weibo and WeChat to
plan their trips.

LUXLE

source: Coresight Research, China Luxury Advisors, Luxe Digital (2018) DIGITAL
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Most Chinese tourists say that they would spend more if WeChat Pay
or Alipay was offered by a merchant

If Alipay is accepted by a merchant overseas:

9 40/0 would consider choosing Alipay a Ali pay

as one of the payment methods

9 2 0/0 would consider shopping at a WeChat Pay

this merchant

9 1 O/O might buy more goods at this
merchant
LUXLE

source: Nielsen (2018) DIGITAL
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Chinese Market Entry




NORDIC
INNOVATION

ACADEMY Entering Chinese Market

Company background Specific company mode
concerns

Resources Control

Size, global spread Risk and uncertainty

Experience-international and Partner

market in question Flexibility

Product, service, systems Revenue, profitability

Global strategy Speed of foreign market entry

International > N Mode entry or
expansion RIS SN change

>

Foreign market influence

Market conditions, eg. size, growth government, politics
Competition, inflation, way of doing business etc.
Exchange rate etc.
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International market entry strategy: Elements

Entry operations

1. Choosing 2. Setting

the target objectives

market and and goals
product

37 Choosing 4. Designing
the entry the
mode marketing
plan

5. Control system:
Monitoring operations
and revising entry
strategy
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Major international business operation modes

Investment
modes

Exporting Contractual
modes modes

*Domestic *Franchising *Minority share
Indirect Licensing investment
exporting *Management *50%/50%
*Foreign indirect contracts «Majority share
exporting *Contract investment
*Direct manufacturing *100% owned
exporting *Subcontracting

*Project operations
*Turnkey project
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Direct Exporting

Advantages of direct exporting

e Greater potential profit;

e Greater degree of control over all aspects of the transaction;

e You know who your customers are;

e Your customers feel more secure in doing business directly with you;

e Faster and more direct feedback on your product and its performance in the
marketplace;

e Better protection for your trademarks, patents and copyrights;

e You present yourself as fully committed and engaged in the export process;

e You develop a better understanding of the marketplace;

e As your business develops in the foreign market, you have greater flexibility
to improve or redirect your marketing efforts.

@ Part of texts are applied form EU SME Center in China
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Direct Exporting

Disadvantages of direct exporting

e You have to handle, or be actively involved in, all the logistics of the
transaction;

e Requires more “people power” to cultivate a customer base;

e Demands more responsibility from every level of your organisation;

e You may not be able to respond to customer communications as quickly as a
local agent can;

e If you have a technological product, you must be prepared to respond to
technical questions, and to provide on-site start-up training.

@ Part of texts are applied form EU SME Center in China
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Indirect Exporting

Advantages of an agent

e The principal (i.e., you) has greater control over the terms of sale;

* Freedom to choose customers with whom to deal;

e The agent will report on the competition;

e The agent will focus on your best selling products with the highest margin;

e The agent will advise you on new products to be launched;

e Greater control over methods of marketing;

e The manufacturer is able to retain risk of stock;

e The commission paid to an agent is typically lower than the margin of profit a
distributor will make.

@ Part of texts are applied form EU SME Center in China
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Indirect Exporting

Disadvantages of an agent

e If the agent’s work is not reviewed on a regular basis, your sales may not
increase;

e Controlling the agent’s work needs a lot of communication;

e If you decide to end your cooperation with the agent, he may go to the
competition;

e Sometimes a principal will be treated as trading in a territory if he has an
agent there, which could have tax implications. Consideration should be
given to local law and double taxation;

e Maintaining stock inventory can be costly;

e An agent may be selling similar products as yours.

@ Part of texts are applied form EU SME Center in China
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Indirect Exporting

Advantages of using distributors

e The supplier (your company) can pass a greater degree of risk to the distributor;
e Greater incentive for the distributor to sell the product;

e Avoids the need for the supplier to have an established place of business in the
territory (reduces costs);

e The supplier only needs to monitor the accounts of several distributors rather
than for each customer.

Disadvantages of using distributors

e Loss of control over activities of the distributor;

e An exclusive distributor focuses the supplier’s entire credit risk on one entity
rather than spreading it over a large number of customers.

@ Part of texts are applied form EU SME Center in China
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Steps for licensing technology

7. Register

1. File for IPR
protection in 6. Sign the the contract
' with relevant

home country and contract
in China government
institutions

5. Seek approval 8. Relationship
from MOFCOM for management

contracts under and compliance

approval system monitoring

2. Confirm
technology is

legally importable
in China

4. Negotiate
a technology
transfer
agreement

3. Select a Chinese
import partner/
licensee

Note: Although most technologies can be imported into China, to be sure, you should consult the Catalogue for Prohibited and Restricted Technology
Imports (the ‘Technology Import Catalogue’), published by the Ministry of Science and Technology (MOST) and the Catalogue for the Guidance of Foreign
Investment Industries (the ‘Investment Catalogue’), jointly published by the Ministry of Commerce (MOFCOM) and the National Development and Reform

Commission (NDRC).
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Licensing & Franchising

Advantages of licensing and franchising

e Lower costs of market entry, e.g., no need to build a distribution network;

e Increased business opportunities - Franchisee provides local knowledge which might help
in reaching new markets and finding new partners;

e Branding/reputational impact;

» Wider exposure/advertising for the licensing/franchising company’s brand/technology;

e Uniformity of procedures in case of franchise, which reflects on consistency, enhanced
productivity levels;

e Franchisee is usually self-motivated since he has invested much resources in the business;
e Risks are spread by multiplying the number of locations through other people’s
investment;

e A larger and more powerful licensee in a new market can provide instant market access
and deter competitors and imitators;

e A licence can be used to enable products to be supplied locally where there is no
opportunity to manufacture in the locality.

@ Part of texts are applied form EU SME Center in China
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Licensing & Franchising

Disadvantages of licensing and franchising

e Potential IPR infringement risk;

e No contact with end customers;

e |nitial investment in terms of training staff, technical assistance;

e Lower control over the business model. It is important to ensure that there are proper
control provisions in the licence;

e Risk that trade name will be spoiled by dubious partners;

e Franchisor has to have solid business model and one year of operation of at least two
outlets;

e By disclosing your business model you are opening doors for franchisees to “amend” the
model and establish their own business;

e In the long term, royalty payments from a licence may not provide the maximum for a
licensor. It could be that setting up locally can generate better profits in the long run.

@ Part of texts are applied form EU SME Center in China
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Entering Chinese Market

Selling online

There are four different methods for a business to sell online and therefore directly to its
consumer in China:

e Standalone website outside of China;
e Standalone website in China;

e Third-party platform outside of China; and
e Third-party platform inside China.

Advantages of a standalone website

For Chinese consumers
e Faster delivery speed.

For EU sellers
e Provides targeted offering to Chinese consumers.

@ Part of texts are applied form EU SME Center in China
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Selling online

Disadvantages of a standalone website

For Chinese consumers
e Trusted less than third party platform.

For EU sellers

e Need to tailor website to Chinese consumer;

e Effort required to generate traffic;

e Site must be registered to a company established in China;
¢ |IT maintenance costs;

e Need for an import agent.
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Entering Chinese Market

Selling online

Advantages of a third party platform outside China
For Chinese consumers

e Access to goods not available in China.

For EU sellers

e Familiarity of platforms and their services;

e Low costs.

Disadvantages of a third party platform outside China
For Chinese consumers

e Language barrier;

e Use of Chinese credit cards problematic;

e Long delivery time;

e High shipping costs and risk of damage;

e Custom tariffs;

e No after service.

For EU sellers

e No targeted market access.
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Selling online

Advantages of a third party platform inside China

For Chinese consumers

e More likely to trust;

e Easier online payments;

e Faster delivery;

e After service.

For EU sellers

e Low costs;

e Benefit from platform’s existing traffic.

Disadvantages of a third party platform inside China

For EU sellers

e Marketing on an unknown platform in a foreign language,;
e Company registration in China necessary;

e Certification requirements.
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Entering Chinese Market

Type Chinese = Advantages Human Investment  Government
partner resources risk issues
Rep office No Traditionally easy | Marketingand | Limited to four Low Increasingly Liaison with
Chinese to establish R&D activities | expatriates strict home office /
partner only, IPR kept enforcement relationship
by headquarter to ensure building and
compliance with | market research
regulations
Partnerships One or Easy to establish Optional To be decided by | Low, no capital New regulations | Option for smaller
more parties requirements. are encouraging | businesses looking
No corporats tax However, for an easy set-up,
unlimited liability willing to have
and subject to a partner and
individual income take on unlimited
tax liability
Wholly No Efficient in More control Full control of High investment | In some cases, Manufacturing
foreign- Chinese operations, over IPR and human resources | risk, no Chinese government Servi
partner management technology partner, FICEs incentives more ervices
ownec.l and future (foreign-invested | difficult to FICE: Commerce,
enterprise development; commercial obtain without | retail, distribution
easier to enterprise) have | Chinese partner
terminate than JVs higher capital

requirements
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Investment modes

Type

Equity joint R&.LIy
venture

Entering Chinese Market

Contractual go{Yuq
joint venture

Chinese = Advantages Human Investment  Government Purpose
partner resources risk issues
Foreign partners | Chinese partner | Advised to retain | Risk based on The foreign Only option in
more can gain market will gain full key positions the equity shares | partner must some sectors
knowledge, access to the in board of of each partner contribute according to
contacts, foreign IPR directors and (foreign and a minimum the Investment
preferential management Chinese) of 25% of Catalogue
market (risk registered .
treatment and management, capital (there Elstabllsl;tmenthqf a
manufacturing finance, HR) are exceptions close partnership
capability from for some
their Chinese Usle oflocal restricted
partner s et industries)
Depend on terms | Based on the Based on the Contributions No minimum Only option in
more set in the contract | contract contract can be made in contribution to | some sectors
form of labour or | be made by the | according to
property foreign partner | the Investment
Catalogue

Establishment of a
close partnership

EU

Centre
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Baidu (“search”) prides itself as China’s Google (Market cap: SUS88 billion)
Alibaba (“commerce”), parent company of Taobao, is the world’s largest eCommerce

operator (Market cap: SUS 588 billion)
Tencent (“social”) is the company behind WeChat, China’s leading mobile-based social

app (Market cap: SUS 511 billion)
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Online retail transaction value
2019 forecast

2017-19 CAGR % | % of total retail value in USD

Russia
$30 Bn
24% | 5%

$135 Bn
14% | 22%

22% | 22%

United
Kingdom
China
F Germany ~$1°5 Tn
rance pan
$65 Bn $80 Bn 24% | 25%
9% ' 9% $115 Bn
15% | 10%
@ 5% | 9%
$40 Bn :onesia
36% | 3% $15 Bn
36% | 4%

1. Online B2C and C2C market; Forecast for year-end 2019

Canada
$55 Bn
26% | 11%

USA
$600 Bn

15% | 1%

Brazil
$30 Bn
13% | 4%
Argentina ‘
$7 Bn

21% | 3%

SOURCE: iResearch and MOFCOM for China; eMarketer; McKinsey China Digital Consumer Trends 2019

China’s online
retail market is
larger than the
next 10 markets
combined
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China Is Top Of The Online Fashion World

Projected online turnover from fashion (in billion U.S. dollars)

@ usAa B Europe [ China

119.2
107.7
96.7 228.0
1939
159.0
125.8
o 6.8 83.9

2016 2017 2018 2019 2020 2021

©@®O

@statistaCharts Source: Statista Digital Market Outlook Stat|8ta E
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Most popular social media platforms in 2019

Facebook 2375

YouTube 2000

WhatsApp

1600

Facebook Messenger 1300

WeChat 112

Instagram 1000

823

QQ

QZone 572

Douyin / Tik Tok 500

Sina Weibo

465

Twitter

OI

500 1,000 1,500 2,000 2,500

Number of active users in millions a Oberlo

Source: Dataportal.com
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*
THE ESSENTIAL HEADLINE DATA YOU NEED TO UNDERSTAND MOBILE, INTERNET, AND SOCIAL MEDIA USE
TOTAL MOBILE INTERNET ACTIVE SOCIAL MOBILE SOCIAL
POPULATION SUBSCRIPTIONS USERS MEDIA USERS MEDIA USERS

W®e®

1418 1.543 802.0 1.007 1.007

BILLION BILLION MILLION BILLION BILLION
URBANISATION: vs. POPULATION: PENETRATION: PENETRATION: PENETRATION:
60% 109% 57 % 71% 71%

.  SOURCES: POPULATION

= .. . We
*°| Hootsuite" are.
' social
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H MEDIA *

AVERAGE DAILY TIME SPENT CONSUMING AND INTERACTING WITH MEDIA [SURVEY BASED]

AVERAGE DAILY TIME AVERAGE DAILY TIME AVERAGE DAILY TV VIEWING TIME AVERAGE DAILY TIME
SPENT USING THE SPENT USING SOCIAL (BROADCAST, STREAMING SPENT LISTENING TO
INTERNET VIA ANY DEVICE MEDIA VIA ANY DEVICE AND VIDEO ON DEMAND) STREAMING MUSIC

SH 52M 1HS7M 2H 44M 1H 10M

e : . e oy 7 : NS ARE DAY ey . oo . we
5 Pl e Lo . I *| Hootsuite" are.
. social
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E-COMMERCE ACTIVITIES *:

PERCENTAGE OF INTERNET USERS WHO REPORT PERFORMING EACH ACTIVITY IN THE PAST MONTH [SURVEY BASED]

SEARCHED ONLINE VISITED AN ONLINE PURCHASED A MADE AN ONLINE MADE AN ONLINE
FOR A PRODUCT RETAIL STORE ON THE PRODUCT OR SERVICE PURCHASE VIA A LAPTOP PURCHASE VIA A
OR SERVICE TO BUY WEB (ANY DEVICE) ONLINE (ANY DEVICE) OR DESKTOP COMPUTER MOBILE DEVICE

80% 94% 82% 31 % 74%

] - we
o SOURCE: GLOBAIWEBINDEX [Q2 & Q3 2018) RES REPRESEM FINDIN F A BROA NTERNE A 4 @ HOOtSUIte are,
J SOCI

cial
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PERCENTAGE OF THE ADULT POPULATION* THAT USES EACH KIND OF DEVICE [SURVEY-BASED]

MOBILE PHONE SMART LAPTOP OR DESKTOP TABLET
(ANY TYPE) PHONE COMPUTER DEVICE

Q7% 83% 53% 20%

TELEVISION DEVICE FOR STREAMING E-READER WEARABLE
(ANY KIND) INTERNET CONTENT TO TV DEVICE TECH DEVICE

94% 19% 2% 8%

SOURCE *NOTE

N ADVISORY:

) . we
*°| Hootsuite" are.
J social
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MOST ACTIVE SOCIAL MEDIA PLATFORMS *:

PERCENTAGE OF INTERNET USERS WHO REPORT USING EACH PLATFORM [SURVEY BASED]

WECHAT we 1%

COl LI mnbrsssban mpm

QQ 68%

56%
. SOCIALNETWORK

QZONE

TENCENTWEIBO 37%

MESSENGER / VOIP

TUDOU 30%

. we
@ SOURCE: GOBIWESNC Hootsuite- are. |

o
»
k |
»
I
I
I
o
fr
>
[
T
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China's Mobile Payment Adoption Beats All Others

User penetration in the mobile point-of-sale segment in 2019" (selected countries)

B Penetration rate Average annual transaction value per user
China R 35.2% $1,162.7
INdia 29.5% $14.8

Indonesia ™= [ 15.9% $14.2

Russia we [ 0.6% $194.2

us. 2= G s s | \ $2,993.8
Brazil k&3 | 7.o% ’ $376.5
spain == (G 7.3% $567.5
_—

uk SZ I ¢.6% $2,464.6
France | B . 2.2% $1,180.4

The Mobile POS Payments segment includes transactions at point-of-sale that
are processed via smartphone applications (so-called "mobile wallets").

@ ® @ * projected figures, selected countries

@statistaCharts Source: Statista Digital Market Outlook Stat|8ta 5
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China's Most Popular Digital Payment Services
Share of survey respondents who said they used the following payment services

1 ST 87%

B

3 Ao I 25

s @Pay NN s

6 amazonpay W 10%

7 P PayPal | 8% 60%

3 G Pay -70/0 RE Paying _Paying
online in stores

¢ Il 4% How often do you use What do you use

10 swsunspay [ 1% digital financial services? digital financial services for?

* Recently renamed Du Xiaoman Pay
@ @ @ Online survey of 2,003 Chinese respondents between the ages 18-69

@statistaCharts Source: Statista Tech Giants China 2019 StatISta E
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E-commerce gross merchandizing volume (GMV) growth

% year-on-year

134%
47% India
31% B China
—u 27% m US
o - — S —8 15%
14%
2014 15 16 17 2018

SOURCE: McKinsey China Digital Consumer Trends 2019; eMarketer
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D

Social Media Marketing in China

Media from the “person + content” point of view

Traditional marketing has been taken down by social media marketing.
Now social media marketing is also changing.

Traditional SMM KuaiShou-SMM

afje =f¢
o wije =fjo «fje
wfc =¥fe

KOT L KOC

Authority of a Authority of Authority of a
channel an expert friend
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Social Media Marketing in China

MACRO INFLUENCERS
100K - M

INFLUENCERS
50K - 100K
MICRO INFLUENCERS
1K - TO0K

NANO INFLUENCERS
LESS THAN 1K
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Social Media Marketing in China

On June 22, 2014, TFBOYS member Wang Junkai was
awarded a Guinness World Record title for a Weibo

post that was reposted 42,776,438 times. Luhan holds
the Guinness World Record for most comments.

There are more than 100,000 influencers with 1
million+ subscribers in China!

Published on 10 September 2012 celebrating the singer’s
favourite football team, English Premier League side
Manchester United, the video post first achieved the record
on 5 August 2012 after registering a staggering 13,163,859
comments.

As of 2 September 2015, the same post had clocked up
100,252,605 responses (and counting), having risen by an
unbelievable 87,088,746 comments.
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Social Media Marketing in China

Which Social Media Marketing Tactics Will
Marketers/Media Agency Professionals in China Pay
Attention to in 2019?

% of respondents

influencers Influencer marketing is
expected to receive the

Short videos/live streaming most attention from
55% marketers/media agency

Corporate WeChat account operation professionals in 2020
54%

Social ecommerce

39%
Social CRM

39%

Corporate Weibo account operation
32%

Note: n=240 . o .
Source: AdMaster and TopMarketing, "2019 Digital Marketing Trends,” Dec
14, 2018

244052 www.eMarketer.com
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Social Media Marketing in China

Leading Social Media Marketing Tactics Among
Marketers/Media Agency Professionals in China,
2017 & 2018

% of respondents

Promotion with internet celebrities and key opinion leaders
63%
67%

Corporate WeChat account operation
49%

%

46%
46%

Social ecommerce
36%
35%

Corporate Weibo account operation
22%

35%

Short videos/live streaming
22%
62%

W 2017 M 2018

Note: 2017 n=93; 2018 n=20
Source: AdMaster and TopMarketing, "2018 Digital Marketing Trends
Report," Jan 3, 2018

236161 www.eMarketer.com
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Influencer marketing as percentage of total media ad
spend
17.8%

11.9%

Influencer economy was
estimated to be $17.16B in 2018
or about 18% of the total media
ad spend According to CBNData,
influencer economy in China was
estimated to be around $17.16B
in 2018, more than double that
of 2016

2016 2018

Source: eMarketer Feb 2019
CBNData
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Social Media Marketing in China

Internet Users in Select Countries Who Are Receptive
to Select Social Media Brand Promotion Tactics,

May 2017
% of respondents

China US Japan UK France Germany
Product placement/branded 87% 50% 42% 42% 31% 30%
content

Celebrity recommended brands 78% 38% 35% 32% 27% 21%

Micro-influencers/online celebrity 63% 49% 39% 38% 29% 34%
recommended brands*

Note: *bloggers, vioggers, live-streamers, etc., also known as "wanghong”
Source: A.T. Kearney, "Global Future Consumers Study,” May 16, 2018

239073 www.eMarketer.com

Chinese consumers are very receptive to celebrities or KOL
endorsement in comparison to the US, UK, Japan, France or
Germany
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Social Media Marketing in China

Influencer marketing is getting
professionalized quickly.

It’s much easier to see it in
action rather than writing
about it so take a look at this
video about Mr Bag in China
“When Givenchy Needs To Sell
A Handbag In China, They Call
Mr. Bags”“.

Key opinion leader (KOL) /
Influencer in China has a
diverse way of earning an
income beyond ads

https://www.youtube.com/watch?v=5g4VQV7 ns

Influencer* Revenue Share According to Influencers*
in China, by Type, June 2018
% of total

Marketing and advertising
19.6%

Ecommerce

Derived from live streaming (e.g., virtual gifts)
17.2%

Financial rewards for signing contracts (with platforms)
14.2%

Content (spending by platform users)

11.3%

Rewards/virtual gifts (sent by platform users)
7.0%

&A

Q

5.3%

Other

6.1%

Note: n=500; *broadly defined as online celebrity (also known as
wanghong) and key opinion leader (KOL)

Source; IResearch Consulting Group and Weibo, "2018 China Online
Celebrity Economy Development lnsights Report,” June 19, 2018

239151 www.eMarketer.com
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Social Media Marketing in China

Monthly active users in 2018 (millions)

1040

340 300
152
. [
—
WeChat Weibo Douyin Xiaohongshu (Little Red Book) Meipai

Source: eMarketer Feb 2019
Popular platforms for social commerce in China
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Social Media Marketing in China

Digital Channels that Affect Opinions/Decisions on
Luxury Purchases According to Luxury Consumers* in

Influencers can China vs. Worldwide**, 2017
affect opinion and % of respondents
decisions of Affluent china Worldwide**

consumers in China

more than average Brand's website 26% 29%
worldwide Brand's official social media pages 27% 18%
Advertising or articles in digital magazines 12% 16%
l Influencers and fashion bloggers 20% 13% l
Digital communication from the brand 11% 13%
Online blogs 10% 12%
Brand's mobile app 12% 1%
Instant chat services 12% 9%

Note: includes personal and experiential luxury, excludes cars and yachts,
*spent an average of €37K on luxury purchases in the past year; **includes
Brazil, China, France, Germany, Italy, Japan, Russia, South Korea, the UK and
the US

Source: Boston Consulting Group (BCG) and Altagamma, "2018 True-Luxury
Global Consumer Insight: 5th Edition," Feb 20, 2018

239793 www.eMarketer.com
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Social Media Marketing in China

Major Players

Company Amount Time Lead Investor
Name (in millions, RMB)

Fan Xing You Series A 725 12/3/14 China Media
Xuan (£ 2 i) Capital

PBLAB (#1M£E75) Series B 30 5/3/16 Beijing Enlight
Media Co Ltd.

Yu Jia Yu Le (&0 Series B 8/4/16 Legend Capital
®REK)

Ruhnn (i Hipg ) Series B 10/26/15 Saif Partners

Influencer incubators in China help to nurture promising influencers and work with them
to amplify their influence on social media, or prepare for massive sales season like
Singles Day. Alibaba backed Ruhan is planning an IPO on Nasdaq in 2020.
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Social Media Marketing in China

I Follow the money

Average earnings for influencer posts on selected social-media platforms

YouT'T)

100k - 500k Isn,soo
500k - 1m . $25,000

im-3m $125,000
3m-7m $187,500

Followers

over7m

0

snapchat
100k - 500k $5,000

500k - 1m $10,000

Im-3m $50,000

3m-7m $75,000

over 7m $150,000

Source: Captivg

NOMISL.COI

| se.250
J 512500

B 562500
- $93,750

S0

| $3,750

— T
__ BEE

©
Instagram
| $5,000
| 510000

$150,000

twittery

| s2,000
I $4,000
l $20,000

. $30,000

In case of China

Chinese influencer
Gogoboi gets S9
million of yearly
revenue solely from
WeChat advertising,
and $1.8 million per
year of revenue
from Weibo
advertising.
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Social Media Marketing in China

Quality of customers / traffic from KOL marketing is
better than other sources

Strongly agree 18%
Agree 53%
Neutral 23%

Disagree 6%

Strongly disagree [0% Q
b Dragon Social
45 50 55 60

0 5 10 15 20 25 30 35 40

Source: Mediakix

71% of marketers say the quality of customers and traffic from KOL marketing is
better than other sources.
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Social Media Marketing in China

Compared to Other Channels, ROl from KOL Marketing is...

Much better

Better

Comparable 41%
Worse
Much worse 1%
Dragon Social
0 5 10 15 20 25 30 35 40 45

Source: Mediakix

Overall, 89% of businesses say their ROl from KOL marketing is comparable to
or even better than other marketing channels.
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Social Media Marketing in China

] Gender Distribution Age Distribution
Weibo
\' - )
o MAU: 465 millions 57%
DAU: 203 million = 16-17
(as of March 2019) 18-22
23-30
Top KOLs on Weibo: 43% :21-:?above
kA ZE & <
Zhang Dayi il |
(@3KZeve) i > Geographic Distribution
20 M + 2 31%
28%
26% 25% 25%
24% 2017 @ 2018
ERE =
Jiang Yilei 16% 16%
(@Papii)
10
5%
3%
Tier 1 Tier 2 Tier 3 Tier 4 or below |HK, MO & Overseas
Source: data.weibo.com I @ Dragon Social

According to a report by Weibo with iResearch, 53.9%
of all the KOLs’ followers are aged under 25.
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WeChat Gender Distribution Age Distribution
? MAU: over 1 billion 8%
(as of Q4 2019)

53.8%

Top KOLs on WeChat:

Under 24

25-30

YangFan Jame m 31-35
4 6 2 0/ m 36-40

* o = 41 or above
X YangFanJame
NEXLNBRHA 3 ‘.\
LEE  BE - BRRSRNLRER ! x

ERHER TR B
FRER—LRRRRES  0FEFET B ABOEAARBBREKS -
ARGFEVY EMARBARENE

A,

Geographic Distribution
= Tier1 @ Tier2 Tier3 @ Tier 4 or below
L =EE
0
BRTHERERYE (HHED) NBEEF x® 5
i —
ERHRRRERESHER Pl i ,iv B ‘;‘ 15.0% 29.5% 20.3% -
_— b X :
RANEHEERFEARN - EXEDRBHHH <
& B - RENBABLRE
BRI JRENSRAORESY i?

Source: QuestMobile

@ Dragon Social

WeChat is an all-in-one platform in China. One unique feature that WeChat offers is KOL

advertising. This allows brands to place banner advertisements within the content of a
KOL’s posts.
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. Gender Distribution Age Distribution

Xiaohongshu €

MAU: over 85 million

(as of June 2019) 1 2 7 6 %

Under 24
Top KOLs on Xiaohongshu: 25-30
FNESY Pony Bk Fan Bingbing =31-35
607 [ i ] e 600 o -

< PonytH R TEHK

- e 87 . 2 3 % :ii-::)above
2 GEEEED ©

~; e Geographic Distribution
75 :a  l m Ex7 %8 %8 1% Tier1 @ Tier2 Tier3 @ Tier 4 or below

&~ o= mmmoms e
S s 54.25% 19.03% 18.09%
= = = 25

Source: gianfan.analysis.cn b Dragon Social

Like Weibo, Xiaohongshu has a young audience with over 70% of Xiaohongshu’s
users being born in the post-1990s.
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Tiktok Gender Distribution Age Distribution
MAU: over 500 million

DAU: over 250 million (0)

(as of January 2019) 3 4 /O

Top KOLs on Tiktok:
#2308 Fei Qiming 5KfRXE Zhang Xinyao

Under 24
25-30

m31-35
66% m 36 or above

346z 1094.0w sz  11474.6W »

Geographic Distribution
Tier1 @ Tier2 Tier3 @ Tier 4 or below

Source: QuestMobile b Dragon Social

Tiktok is the #1 short video platform in China, and the first Chinese social media
platform to gain any traction abroad.
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Social Media Marketing in China

. Gender Distribution Age Distribution
Kuaishou &

MAU: 340 million

DAU: over 200 million
(as of April 2019)

42.2%

Under 24
25-30

m 31-35
57.8% u 36 or above

Top KOLs on Kuaishou:

% H Han Anran [RE 2 8SF Li Jing

Geographic Distribution
Tier1 @ Tier2 Tier3 @ Tier 4 or below

9.5% 20.9%

Source: QuestMobile Q .
eDrogon Social b Dragon Social

Kuaishou is now the second-largest video platform.

On 4 July 2019, Chinese artist Aaron Kwok Fu Shing collaborated with Kuaishou KOL Simba
on live streaming. The total number of viewers recorded exceeded 1.1million and total
sales recorded from the streaming was as high as 4 million.
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Social Media Marketing in China

Username
mx_X2\& (Tan Muxi)
After Party (Official Accout)

5kRX5E (Zhang Xinyao)

REV

e Dragon Social

Platform
Weibo

WeChat

Xiaohongshu

Tiktok

Tiktok

Followers
317K

550K
10-20K

70-100K

100K+
10M

25M

Average charge
60K RMB / post

40K RMB (Average views : 32K)
300-600RMB / post with promotional content
700-1000RMB / post personalised content
10K RMB / post

up to 550K RMB / post

390K RMB / 1-20s video

585K RMB / 21-60s video

780K RMB / 1-20s video

1.17M RMB / 21-60s video
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Social Media Marketing in China

China KOL’s Most Discussed Destinations
“Which Destinations were Most Discussed by China’s KOLs?”

400
Paris, Tokyo, and LA top the 350
list with Paris as the big 80
winner. Its no surprise that
Paris has been a top travel 300
destination for Chinese 67
tourists for many years. 250 I 67

63
200 209 . . 59 57 55
182 . 53 50
150 167 ......48 55 31 a4

132 . 52
100 18| 110/ 115 113 |40 38 29 3 3 31
88 87 85 84 g 28] oy 23
50 3 67 25
50 55 51 o
0] 25
; O S N » o N
K F S P FES T PSP S @S
AR AR © N @ X <
® N K
Y N
Micro mMid = Top
SOURCE: PARKLU TRAVEL INDUSTRY REPORT: FOR THE PERIOD 2018.5.1 TO 2018.7.31 @
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Social Media Marketing in China

KOL VS. KOC

Both of them are influential, and they can be business partners. KOC is the loyal fans
to the specific brands themselves.

Advertisers invest amounts of budget on the KOL for promotion to drive traffic.
However, KOC is almost the independent salesperson for the brand. They earn a
commission based on mouth-to-mouth marketing among their fans.

KOL are responsible for promotion on the scale. KOC focus more on the operation
side, such as sales and customer service, once you become their target audience.

KOL is B2B2C. KOL referral the products or service after the brand’s official launch to
the public, and delivers the messages to their fans based on the customized plan
from brand companies. KOC is B2C2C. They are the only group of people who get the
new product-release information from the companies directly, and then they are
responsible for bringing these messages to their fans.
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Social Media Marketing in China

E-commerce in China

KOLHIKOC ) X 5
JA % KOL KoC
TR RE R 0, A KR 2t A
g Hit Key Opinion Leader Key Opinion Consumer
H /0 AR R A
A EE EH:, B WA, Ra4F |k EEwnd: ErR8E
PN X 45
ALl RIS e
B8R 5 i
MR RZHIERE | i
t:811) ) ik
[N P FW CPM GIZMRAS %) K+ CPS (FZsEbreitifl) HE
A i “BPR/AE" AFPL EL“ N el
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Digital consumer shopping behavior across physical channels

# of shopping malls % of digital apparel consumers who shopped
> in a physical channel in the past 3 months'
+11% year-on-year growth .
— 83% 88%

5,666
5,133

2017 2019

Led by young consumers
(<35 years old) in

2016 17 2018 tier 1-2 cities

SOURCE: iConsumer 2016 and 2017; McKinsey China Digital Consumer Trends 2019; Winshang
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Omni-channel influence on purchasing decisions
Percentage of apparel shoppers who engage with both online and offline touchpoints

Consumer decision journeys

Online only > 8% Purely online
Shopped online
at least once % Touch-and-feel offline, purchase
during last 3 4 online
months
Online + Offline P—85% — 49% Truly omni-channel
— 32% Evaluate online, purchase offline
. online during
No evaluation 12% last 3 months > 7% Purely offline

Evaluation channel Purchase channel

SOURCE: McKinsey China Digital Consumer Trends 2019
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Omni-channel presence in the “showroom effect”

Shoppers who conduct Impact on final purchasing decisions Top 5 reasons for conducting
mobile research in a Percent of online apparel shoppers who research in-store mobile research
physical store online in physical stores
Percent of online
apparel shoppers
Impact Purchase decisions % Learn more about product details

Buy in this 55
store O Check price
Sales maintained
within brand
Buy from
<>> 8 % another . 17 <>>
1 0 store E
= 0 Check comments

Buy online . 28

Buy another @ﬁ] i
Potential sales bra):\d . 16 @ Check popularity (sales volume)
leakage to other
brands
Buy a
different 3
19% product I [@: Check for more convenient
purchase method

2017 2019

SOURCE: McKinsey China Digital Consumer Trends 2019
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Use case adoption of “digitally-powered physical retail innovation”

Use case adoption rate Definitions of 3 use cases
Percent of online shoppers who have tried at least one use case'’ Shop online pickup offline
QR code for online research & purchase
fulfillment . . .
Deposit online full payment offline
ﬁ Home decoration Personalized delivery?
Mobile cashier
é Luxury Self check-out in store
<>> Face recognition
g . Packaged food '"'St?:‘ dlg_tl:IZ"atlon Electronic price tag
— (“Phygital”) VR shopping
AR shopping
Qg Beauty & personal care Digital interactive screen
Robot services
é? mporiad spuits Smart vending machine
- 3 New go-to-market Product customization
.H Apparel model Unmanned store
2017 2019 Crowdfunding

1. Includes 5 categories for a comparison with 2017: consumer electronics, apparel, beauty & personal care, packaged food, fresh food
2. Delivery of multiple products of different colors, sizes, etc. The consumer keeps the ones she wants and returns the rest upon delivery
SOURCE: McKinsey China Digital Consumer Trends 2019
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Time spent online by digital consumers

Total time spent online
minutes per user per day

Total online
time spend

358
minutes

Social media & content account for 2/3 of total online time spent’
% of time spent by digital consumers on different online applications & activities

24%
Others 330/."
Social

(e.g. WeChat, Weibo)

4%
Online shopping -

8% Gaming Q. 1%
3% Online music \ _ Short video (e.g. Douyin)
9% News 8% Online video (e.g. iQiyi)
B Social Apps I Content Apps B OtherApps

SOURCE: QuestMobile; McKinsey China Digital Consumer Trends 2019
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Influence of social media and content on the consumer journey

% of online shoppers who use social platforms to gain awareness / evaluate / purchase

W 2017 W 2019

+35%

I

50% +85% 5

=

(o}

Social is most important for
apparel,
beauty, and
package food

Aware Interest Purchase categories for engagement

SOURCE: iConsumer 2017; McKinsey China Digital Consumer Trends 2019
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Digital consumers’ online shopping adoption by city tier

Normalized; Tier 1 overall indexed to 100
% of digital consumers who shopped online in the last 3 months

100 100
94 94 91
89 82 Young
— 78 79  generation
80 (<35), 2019
\0
Overall
60 2019
40 Overall
2017
Tier 1 Tier 2 Tier 3 Tier 4 Rural

SOURCE: iConsumer 2017; McKinsey China Digital Consumer Trends 2019
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Digital consumers’ online trading-up behavior by city tier

Total luxury shoppers Luxury online retail adoption
% of population % of luxury shoppers

w  eeee I
w  eeee —
w ee —

SOURCE: iConsumer 2017; McKinsey China Digital Consumer Trends 2019

2X
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Top buying factors for Double 11

% of online shoppers across different categories

Price discount

60% 61%

4% 28%

2
Social engagement n 149
@ (e.q. referral, KOL, 12% 1%
celebrity, gala show)

21% 21% 21%
Exclusive product 13% 12%
% (e.g. new release,
I limited edition)
Tier 1 Tier 2 Tier 3 Tier 4 Rural

SOURCE: McKinsey China Digital Consumer Trends 2019
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KOL/KOC’s influence on digital consumers

Professionalism-driven categories Entertainment-driven categories
L)) of consumers rate “professional ) of consumers gain awareness
> 50 /0 knowledge” critical for decision making ~ 55 /0 through entertainment-related content

of =

® 0

Imported Mom Beauty & Packaged
spirits & baby personal care food
T
il
OTC Home Apparel
& nutrition decoration

SOURCE: McKinsey China Digital Consumer Trends 2019



NORDIC
INNOVATION
ACADEMY E-commerce in China

Professional-driven categories: physical stores and vertical websites

% of digital shoppers gaining brand/product awareness through the channel

Physical stores Vertical websites

Bartenders,
63% wineries,
specialty stores

Imported spirits 35%

Home deco 50% 22%

OTC & nutrition 48% 28%

Mom & baby 39% 22%

SOURCE: McKinsey 2019 McKinsey China Digital Consumer Trends 2019



NORDIC
INNOVATION
ACADEMY E-commerce in China

Impact of promotional events

2018 “Double 11” 2019 “6/18”
GMV, RMB billion
RMB GMV
JD.com R '
2 X Australia 201.5 Bn +27% YoY
314
‘ Annual online retail sales in Australia
Sales triggered
7X @ Tmall.com 13 Bn by live streaming
43 Total annual online retail Pinduod % Orders from Tier
— sales of induoduo 707 3 & below cities
Singles Black India Indonesia  Malaysia
Day’ Friday
Singapore  Thailand Philippines . o GMV growth in
China us Suning.com +230/° rural markets

1. Total GMV for all platforms on “Double 11"
SOURCE: Alibaba Group, press search, eMarketer for other countries and regions; McKinsey China Digital Consumer Trends 2019



NORDIC
INNOVATION

ACADEMY E-commerce in China

Impact of promotional events

Discounts by top brands on “Double 11” Sales of top 10 brands as % of category
Tmall example sales on Double 11 vs. typical day
Tmall.com
B Double 11 I Typical day
Balabala 45%
I -
Mom & baby Avg: 33% GB 41%
I 6%
PurCotton 37%
Chando 48%
Boauty & . I -
personal care AVg‘ 30% ’ 319, °
L'Oreal o - 3-5%
Semir 51%
Apparel Avg: 30% GXG 38% R
Peacebird 33% I 5%

SOURCE: VENN Singles Day report, expert interview; McKinsey China Digital Consumer Trends 2019
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Consumer preference for different pricing models by category

Percent of “Double 11” shoppers

“Everyday low prices” Big event-driven promotions
Imported spirits 37
Personal care ' 46
Mom & baby = E)onsumers prefer_

everyday low prices”

OTC and nutrition ' 49 for high-frequency,
Apparel : 20 replenishment-driven
Fresh food 52 categories
Beauty 56
Consumer electronics S7 Consumers like “big
Luxury 58 discounts” for low-
Packaged food 58 frequency, large ticket,

Home decoration 62 non-necessity products

SOURCE: McKinsey China Digital Consumer Trends 2019
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Number of Video Gamers World Wide

2015 2016 2017 2018 2019 2020 2021

Worldwide, there are over 2 billion gamers, half of whom come
from the Asia-Pacific region alone
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2018 GLOBAL GAMES MARKET

PER REGION WITH YEAR-ON-YEAR GROWTH RATES
newzoo @

EUROPE, ©2018 Newzoo
MIDDLE-EAST & AFRICA

$28.7Bn CHINA TOTAL
$37.9Bn In 2018, almost

28%

+8.8% YoY

LATIN AMERICA ASIA-PACIFIC f I I d
of all consumer spen
$5.0Bn 2018 TOTAL $71.4Bn 1l
$137.9Bn on games will come
H16.8% WO¥ from China

+13.5% YoY
+13.3%
YoY

NORTH AMERICA

$32.7Bn E US TOTAL
— $30.4Bn

+10.0% YoY

newzoo

Source: ©@Newzoo | April 2018 Quarterly Update | Global Games Market Report

newzoo.com/globalgamesreport



w A GLOBAL GAME'S MARKET STATISTICS

ACADEMY , A W w -

Top 10 Countries by Game Revenues - China ls
the Biggest Standout

Japan
14048 M

o O
Italy
1881M

Spain
918 M

China generates one-quarter of game revenues worldwide
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Who Is Playing

Game Players by Gender Game Players by Age

m Men Women

Note: the data varies according to the 15% of global gamers were women
game genre. between the ages of 21 and 35 years.
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FAVORITE GENRES PER PLATFORM

O" Men

Q Women

SHOOTER

ACTION/ADVRNTURE

SPORTS

STRATEGY

ACTION/ADVRNTURE

ARCADE

SHOOTER

ACTION/ADVRNTURE

STRATEGY

STRATEGY

ACTION/ADVRNTURE1

SIMULATION

STRATEGY

PUZZLE

SPORTS

STRATEGY

SHOOTER

ARCADE




Cashless society

“Cash is no longer the King.”
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s Nearly all the food vendors in major cities
f YOTASHERF | provide mobile payment options.
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You can even order meals by
scanning a QR code on a high-speed
train in China.




-

—y
2
2L
-
mﬁ-
2SS ;
g7 AR 2%
= - 3 ey - -
=¥ &t‘f;’l .
=) Sl 1=
=) ok 00 ]

-
e
-~ -
5
-
>

§ e

§ BOSE -

SESRE ! el
-4 b & 27,
of EOSDW = RS

TS
- =
=¥

SR BRI o BOE 7T
=i

Z

g 4
F

e

=
e

-

.
- ~
G-
A -
-
T e ]
" 2 e -
N o ,"’ ; ;‘
Er i =" T
£ - —
— = o

>
!,J







A \L/l’il;iagé:i_r.} northern China has designed a
3 massN field of trees in the shape of a
- giant QR code in an effort to boost local
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THE ALL-IN-ONE APP THAT CHANGES THE FACE OF CHINA

facebook o tinder \% ATAT P Payral
| -———— | —_—
o mam %
e New Yok Times S u-n L e G 8] -
P : ) = - nloty e o tae
I billion |. - -
N — wavom  wom || ‘
amazon
o Monthly Active Users on WeChat o 3 | 9, :
Go gle { mam '
B e s w &
o Be & a WeChat drove RMB 333.9 billion consumption, Ohebe  WOen  oeban o skyscanner
covering travel, food, shopping, tourism, etc,
TS can
e o o
= | =
- | —
T B
A
G
(A

drcom
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eec0 IERR) =T

S| You know what Instagram is teaching us?...

@‘H Harvard Club of Shanghai -
BBW (13 messages] & % % -HMS-MEEI-201...

M LU

fﬁ MR {R E AT B

Subscriptions
BEEITEIe: B ERESR, ATAR—5%..

o

s=ndd [2 messages] Liming wu00436991947...
RIRLRL

[fa5<]

A 25\ B BIBHE R REUOMF7R

ASET (=) :[Link] Iﬁ%ﬁﬂﬁ,a..

SHU-33k EFREs
1744

& @ B8

Chats Contacts Discover Me

eec0 HEBE) T 18:21
Contacts
Q Search
‘ ( ‘ New Friends

3 I8 Group Chat

m A RiE-E1815055009820

g
T s e
A Jeremy Tsang

& s
2- @

Chats Contacts Discover

E-commerce in China

eeco HEHRBE) =T 18:21

Discover

«2 Moments

4 Scan QR Code

§% Shake

Top Stories

Search

[y ]
7"

4 Message in a Bottle

s Games

/> Mini Programs

#N<XS<CH®WIODUVOZIrXec—-—-ITOmMmmMmOUO®DPLO

B8 O & /] B8

Me Chats Contacts Discover Me
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eeeco MERE =T 18:21 eeeco HERE) =T 18:21 7 87% )4 eeec0 HERE) =T 18:21 9 87% ) 4

{Me Wallet it

< Discover Moments I <{Me Wallet e

pel| SHU-Cherryk{E2MBA
. ® = G 0 A

Cheer up......
Balance Utilities QQ Coins Public Services
¥610.34

&

Tencent Charity

7 mins ago e u]

Powered by Tencent

Laura
'% 4. Erik Christensen who is a member of = O

parliament present the insight stories
about the Danish parliament -
Christiansenborg & impressive visit at

the most popular design company - <
republic of Frits Hansen TR ZERINE G) O o = O

Card Repay Mobile Top Up Wealth Powered by third-party operator

Utilities QQ Coins Public Services Rail & Flights Ride Hailing Specials

%) @ A a8

Tencent Charity Movie Tickets Local Businesses Hotels
Q) ,t-
Powered by third-party operator é}@ 1%] I]E
Bike Share Women's Style Flash Sales
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Wechat Pay Function Used by Wechat Users in China (2016)

Others
Splitting Payments with Friends Stay healthy
Paying Off Credit Card
WeChat Credit Card
Receivables

Money Transfer to Contacts

Making Payments

Digital Red Packet Envelopes

84.7%

" 1 1 L] 1

0% 20% 40% 60% 80% 100%
% of Respondents

Source: Tencent Penguin Intelligence and China Academy of Information and Communications
Technology (CAICT)
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https://www.youtube.com/watch?v=hYN3gozk4fo




https://www.youtube.com/watch?v=X VLR7vU-8c
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WEST CHINA
K Tencent &
MEERR R AR
amazoncom AlibabziaLm‘ JD.COM
o Tencent is top shareholder of JD.com
Go gle Bai'&'EE
=2 >
UBER

O

@ Spotify:

PIRE %

Alibaba owns Ali music, Tenc:
company - owns NetEas Cl dM

Jeles

uom sic, NetEase - China's fifth biggest in

00
Bai W& -@idea’ 88 2 Nevense @qﬂﬁlﬁﬁl

www-163.com v China Mobile

5 { Eﬂ E ) MEIZU Hisense:mfs
Tencent it . ' e
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Lenovo \‘ ') yonyou OPPO
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T c L KINGSOFT
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S, Expedia
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Chinese OFDIs and Firms' Internationalization Processes
Overview of Chinese OFDIs

Share of Global GDP  The 21st Century is changing the balance of power

100% -
=7 (USA, UK, Japan, Germany, France, Italy, Canada)
80% - w7 (China, India, Brazil, Russia, Indonesia, Mexico, Turkey)
60% -
40% -
20%
0%

1990 1995 2000 2005 2010 2015 2020 2025 2030 2035
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The China outbound landscape has changed:

China's vision for its companies to become global players was spelled out in 1999
with the "Go Global" policy - the State Council issued a regulation which granted
export tax rebates, foreign exchange management assistance and financial support
to overseas Chinese firms that used raw materials, components and parts, and
machinery equipment made in China.

Chinese companies have been investing outside of China through greenfield
projects and through M&A.

lenovo

me O Hilton @ g

DEEM HN/A  CE APPLIANCES Bl.ll.l

a Haief company

346 VS. 86 $6.5 billion 25% shar®5.4 billion $8.6 billior

- Y E————
- —— -
- - . . .
W
—— e w7
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160 10%  FigureT:
— (hinese Annual Outward FDI Flows, USD billion (Left Axis) China’s Global Outward

9%

140 — China's Share in Total Global Outward FDI Flows, % Share (Right Axi) FDI Boom Continues
8% N

120 USD billion; Percent
7%

100 6%

The value of

5%  foreign deals

made by mainland

Chinese

3%  companies abroad

. is higher than last
year’s figures: At

1%  USS63.0 billion in

the first half of
0 0%

1985 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007 2008 2011 2013 2015 2018, it was
45.5% higher than

Source: Ministry of Commerce (MOFCOM), for H1 2017.
United Nations Conference on Trade and Investment (UNCTAD), authors' calculations,

80
40

20




NORDIC
INNOVATION
ACADEMY Chinese OFDiIs

M&A activity by value 2010 - 2018 [YTD] (excluding domestic deals)

Target location: Global ~ Bidder location: China Sectors: All Sectors

The pace of activity has
slowed partly because of
the Chinese
government’s efforts to
curb what it has called
irrational deal making, in
part, to reduce the flight
f capital outside the

200

A total of 129 transactions announced in H1 2018
shows a drop of 31% compared to H1 2017. These
figures reflect fewer smaller and mid-sized deals being
announced, with the overall value boosted by a limited
number of large transactions.

ol
own
L]

100

Deal value (US$ blllion)
on
L

0
2010 2011 2012 2013 2014 2015 2016 2017 2018
YTD
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C H I N A: S G I_O B A |_ R EAC H Rollover countries and click on sectors to explore the Heritage Foundation's China Global Investment
Tracker data. You can see where and what China is investing in, and how the trends are changing.
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C H | N Ar S G LO B Al_ R EA C H Rollover countries and click on sectors to explore the Heritage Foundation’s China Global Investment
Tracker data. You can see where and what China is investing in, and how the trends are changing.
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’ Rollover countries and click on sectors to explore the Heritage Foundation’s China Global Investment
C H | N A S G I_O BAL R EAC H Tracker data. You can see where and what China is investing in, and how the trends are changing.
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C H | N Ar S G I_O B A I_ R EA C H Rollover countries and click on sectors to explore the Heritage Foundation’s China Global Investment
Tracker data. You can see where and what China is investing in, and how the trends are changing.
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C H I N A/ S G I_O B A I_ R EA C H Rollover countries and click on sectors to explore the Heritage Foundation's China Global Investment
Tracker data. You can see where and what China is investing in, and how the trends are changing.
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ACADEMY Chinese OFDIs

C H | N Ar S G LO B AL R EA C H Rollover countries and click on sectors to explore the Heritage Foundation's China Global Investment
Tracker data. You can see where and what China is investing in, and how the trends are changing.
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ACADEMY Chinese OFDIs

C H I N Ar S G LO B A I_ R EA C H Rollover countries and click on sectors to explore the Heritage Foundation's China Global Investment
Tracker data. You can see where and what China is investing in, and how the trends are changing.
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ACADEMY Chinese OFDIs

C H | N Ar S G LO B A I_ R EA C H Rollover countries and click on sectors to explore the Heritage Foundation's China Global Investment
Tracker data. You can see where and what China is investing in, and how the trends are changing.
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C H | N Al S G I_ 0 B A I_ R EA C H Rollover countries and click on sectors to explore the Heritage Foundation’s China Global Investment
Tracker data. You can see where and what China is investing in, and how the trends are changing.
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C H I N A: S G LO B A |_ R EA C H Rollover countries and click on sectors to explore the Heritage Foundation’s China Global Investment
Tracker data. You can see where and what China is investing in, and how the trends are changing.
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Total in $ Billions
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China FDI Top Destinations in Latin America and the Over the past seven years,

Caribbean (2005-2017) 'tf;‘;:i:;n;;; (;u;fllms have

* Interms of M&A completed in
2017, China was the biggest
investor in LAC with deals

Volumein $ billions ~ Global Ranking  Economic Development Level

Brazil 54.56 5 Upper middle-income i .
totaling $18 billion (42 percent of
Peru 19.95 12 Upper middle-income thej total). _
* Chinese companies are also now
Argentina 11.14 19 Upper middle-income exploring sectors other than
resource extraction (Auto).
Ecuador 7.72 29 Upper middle-income * Over 61 percent of all
construction contracts in Latin
Venezuela 4.37 47 Upper middle-income America and the Caribbean since
2010 have been in the energy
sector.

* Argentina, Venezuela, and
Ecuador received the highest
value construction contracts
from 2005 to 2017, taking in
$16.79 billion, $16.37 billion, and
$6.64 billion respectively.
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China FDI Top Destinations in Africa (2005-2017)

Country

DRC
South Africa
Nigeria
Egypt

Niger

Volume in § billions
11.74
10.83
7.64
5.39

5.18

Global Ranking
16
20
30
38

39

Economic Development Level
Lower middle-income
Upper middle-income

Low-income
Lower middle-income

Low-income

Chinese OFDIs

During this 12-year span, Western
Africa received 28.6 percent of
Chinese investment in the
continent, followed by Middle
Africa with 25.3 percent.

China held the 4th largest FDI
stock in Africa in 2016 at $40
billion.

With China projected to account
for 25 percent of global energy
consumption by 2035, the
investment in Africa is
unsurprisingly motivated by
resource extraction.

In 2016, China was the largest
investor in Africa, making up 39
percent of global investment
inflows.

China’s investment in Africa has
grown dramatically in comparison
to other investing countries.
China invested a total of $45.1
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China FDI Top Destinations in Asia and Oceania (2005 - +  Over the last decade, roughly 31
201 7) percent of Chinese FDI in Asia and
Oceania flowed into Australia.
* Chinese investment in Asia and
Oceania has risen steadily from

Volume in $ billions  Global Ranking  Economic Development Level

Australia 90.95 2 High income OECD member $5.68 billion in 2005 to $38.01
billion in 2017.
Singapore 30.84 8 High income * Energy investments constitute
significant portions of outbound
Kazakhstan 18.35 13 Upper middle-income Chinese FDI for Southeast Asia
(38.4 percent), Western Asia (60.4
Malaysia 17.28 14 Upper middle-income percent), Central Asia (93.8
percent), and Southern Asia (47.3
Indonesia 13.33 15 Lower middle-income percent).

* Chinese capital has gradually
diversified into sectors such as
transportation, real estate,
technology and tourism.

* China’s construction contracts in
Asia have grown substantially
since 2005, totaling nearly $350
billion through 2017.
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China FDI Top Destinations in North America and Europe

(2005 -201 7) * The US s the largest destination
for Chinese FDI in the world,
Country  Volumein $ billions Global Ranking  Economic Development Level drawing in $171.04 billion or 16.4
percent of all Chinese investment
United States 171.04 1 High income OECD member since 2005.
* Europe and North America
United Kingdom 72.39 3 High income OECD member (excluding Mexico) have become
major destinations for Chinese
Switzerland 60.01 4 High income OECD member foreign direct investment,
o receiving 52.1 percent (5544.5
Canada 49.42 6 Upper middle-income billion) of China’s total global FDI
Russia 38.15 7 High income OECD member outflows from 2005 to 2017.

* The energy sector in the US and
Canada attracts a considerable
amount of investment from
China.

* China has expanded its
investment focus from resources
and raw materials to strategic
acquisitions intended to increase
the market competitiveness of
Chinese products and companies.
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Others  20.000 Figure 3.

T T Chinese Investors are
| ' Targeting a more
Machinery ¢ 50 Diverse mix of Sectors
Finance & in Europe
USTESS 14000 Distribution of Chinese
OFDI'in the EU-28 by
12.000 ,
industry 2000-2015
10.000
I EUR million
Energy 8.000
I 6,000
Auto-
motive 4,000
- I I Agriculture 2.000
B _ EmumE=BH & Food
O o« N M & 1NN O N O O O «H N M <& W 0
o OO0 O O 0O 0 0O 0 0 0 ™H ™ =H = = o
o 0 0O 0 0 0 0O 0O 0O 0O 0 0O 0 0o O o
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Source: Rhodium Group.
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Chinese FDI is Spread

Across all of Europe

Greenfield and M&A

transactions in the Finland
EU-28 by geographic 103
location; value of

cumulative investment

from 2000-2015

0-500

500-2,000
I 2000-5000
[l 5.000-10000

Seen Estonia
EUR million
159 23 B 1000
Latvia
3
4 Denmark Lithuania
‘ 134 32
Ireland  ~
= Netherlands
= Poland
462
i
Czech Rep.
207 Slovakia
40
sosa Hungary
1,975 Romania
741
Croatia
Bulgaria
Portugal 222
5,527
Greece
405
Cyprus
31

Malta
69

The energy sector received 26.4
percent ($76.62 billion) of
China’s European investments
from 2005 to 2017, but falling
commodity prices and political
insecurity in Europe resulted in
considerable year-on-year
fluctuations over this period.
Large agreements such as the
Sino-Russian $S400 million
Gazprom deal in 2014.

Diversification of Chinese
investment is especially evident
in countries facing economic
difficulties that have opted to
open up previously state-
controlled industries. Chinese
firms have invested significant
capital into Eastern European
countries such as Hungary,
focusing on the chemicals and
technology industries. Wanhua

' | g e e~ o I |
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Figure 6 I Northern  20.000
Southern Europe now Europe -
Receives a Significant '
Share of Chinese FDI 16.000
Chinese OFDI in the
EU-28 by country group 14000
Eastern
2000-2015 Europe 12,000
EUR million — Benelix 90,000
- 8,000
B 6,000
Big 3
4,000
= 2.000
- ansll 0
8 8 5 & & g 49 ¥ T ¥ 37
o o (@] o (@] o o (@] o (@] (@]
N N N N N N N N N N N

Source: Rhodium Group.

The "Big 3" includes France, Germany, and the UK.

"Benelux” includes Belgium, Netherlands, and Luxembourg.

“Eastern Europe” includes Austria, Bulgaria, Czech Republic, Hungary, Poland, Romania, and Slovakia.
“Southern Europe” includes Croatia, Cyprus, Greece, Italy, Malta, Portugal, Slovenia, and Spain.
“Northern Europe” includes Estonia, Denmark, Finland, Ireland, Latvia, Lithuania, and Sweden.
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Figure 4. 100%
State-owned
Investors still Account 80%
for the Majority of 5
Chinese FDI in Europe 60%
Share of Chinese OFDI in
the EU-28 by investor 40% | ' | | l
type 2000-2015

20%
Percent share I

0%

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

I Investment by State-owned Entities Investment by Private Entities
== Share of State-owned (4-year average)

Source; Rhodium Group. State-owned entities refer to companies that are at least 20% owned by the government,
sovereign entities, and central SOE's; private entities refer to companies with less than 20% ownership by the
government, sovereign entities, and central SOE's,
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Opportunities for Latvia

Strategic Assets
Airport, harbor, railway, highway, other logistics, etc. (OBOR Initiative)

China Goes Green

Renewable energy, new materials, sustainable innovations, water & air, food
supplies, etc.

New/Core Tech
Al/big data, 10T, 5G/6G, robotic tech, etc.

Life-style
Edutainment, lifestyle tourism, etc.

Investment
Angles, VCs, etc.
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Kahoot Game Time!
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“Today is difficult,

Tomorrow will be more difficult,

but the day after tomorrow is beautiful.
Most people die at tomorrow evening.”

BN E HOUSE THAT JACK MA BUILT
< - Jack Ma

) Duncan Clark

READ BY JIM MESKIMEN
UNABRIDGED
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