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PENETRATION CONTINUERIBEB AND PLATFORMS CONTINUE
INNOVATE

USAGE RATE BEATFORW
W 2014 w2015 w2016 m2017

69% 69%
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CHINA LEADS THE WORLD IN ECOMMERCE SCALE

In 2017, Chinese retail ecommerce scale Steadily increasing contribution to
occupied49%of the global market Chinese total retail saleffom online shopping
2017 49%

W Total Retail Sales of Consumer Goods™ hf B ¢ O
B Online Retail Sales of Physical Goodsd i h+r D P 4

1137 > 453 + 108 + 104

e I FEZIN PEZ
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2015 2016 2017
(Billions USD|" k = F ) (100 million RMB|K { )
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COMPARATIVEISERVICES SHEWENAIGHERSROWTH

ONLINE RETAIL SALESNONPHYSICAGOODS

16,950

*Non-physical goods refer to
categories such as virtual
goods, catering services, etc.

*“*hrbDPBP Y OD
Approx. 6,350 v
PP B On41bB

(100 million RMB|K T )

2015 2016 2017
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ECOMMERCE GROWTH IS NOT DRIVEN BY ONLINE PENETR
GROWTH

20002017 CHINESE NETIZEN |

80,000 80%

60,000 60%

40,000 | 40%

- ...................... o I I ..... 20%
o m B . . l I B e B PN W »

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

o

B Total Chinese Netizen Number (10 Thousand)A f 1 | ¥We e K{ - Growth Rate W W
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SO WHAT ARE THE NBRIVERS OF ECOMMERCE GROWTH?

THROUGIKCOMPREHENSIVE RESEARCH A Yy 81
e ] © O O @
IDENTIFIENINE
EXPERT IN-DEPTH IN-HOME QUANTITATIVE
SOU RC ES OF INTERVIEWS INTERVIEWS VISITS OFFLINE SURVEY
GROWTH OUSE AGNCYAND  TAGBAO/ECOMMERCE  mommense  FROVITIER 1.5 CROSS
ECOMMERCE SERVICE STATIONS REGIONS
PLATFORMS
mws A A D rbrsJaGUasn P CO ENA O
b WI 6D b K Glp 6 VA 21A1-51 ¢ U/s N /3
mY h 41
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THE NINE SOURCES OF GROWTH ARE

STRONGER SPENDING POWER
F T YA ¥

ECOMMERCE IS EVERYWHER

>bWI Ly 1 5 AAR
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ONLINE AND OFFLINE
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CATEGORY EXPANSION &
UPGRADE
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SOCIAL COMMERKBEATIN@GP
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MARKET EXPANSION TO
OVERSEAS & RURAL

s OfXsFvynNm 2b

SURFACING OF INVISIBLE USHR
et Ab X D

RISEOFTHE SECONDAND
ECONOMY

e Sl

LASTING PASSION TO TRY NEW

APPS & JOIN SHOPPING FESTIV
W0 e ke
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WITH STABLE DISPOSABLE INCOME GROWTH, ALM
OUT OF 5 CONSUMERS HAVE INCREASED ONLINE

EXPENDITURE

PER CAPITA DISPOSABLE INCOME

(RMB | § )
26,000

23,800
22,000
Approx. 20,200
18,300 I I

2013 2014 2015 2016 2017

SOURCE: China National Bureau of Statisticsa f f K4 p;
RISING TIDE: THE NEW FORCES FUELING CHINA’S ECOMMERCE GROWTH |

PROPORTION OF ONLEYPENDITURE
IN TOTAL SPENDING

. dxAafobat ALI

m Increased dramatically

z Wy wr
m Increased to some degree

OPwWT
m Almost unchanged

g =y
m Decreased
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DIGITAL CREDIT ENABLES CONSUMERS TO SPEND

INDULGENTLY

Following Ant Financial’s Check Latera variety of credit platforms proliferated, encouraging consumers to “consume first, pay later”,
which enables the financially unestablished young and student populations to binge buy; whereas for groups with high income and

online shopping frequency, this can also encourage more spending.
/ O®in > becijaz W Z a1t JDKCoXs 1 auGh

£ Xj K @w Ksed ~ & TCCCUXhi M2 @JIK =ZJd G ar O HG @C™ 4

DIGITAL CREDIT PLATFORM USAGH RATE
B Ant Check Later D B Jingdong Baitiao XXCO f

8-30 yr 31-40yrs. 41-60yrs. MHI 3-8k MHI 8-15k HI 15k Light user

Student
e

o o

yd a
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STRONGER
SPENDING

POWER

]

1 WAVEMAKER

MEDIA. CONTENT. TECHNOLOGY.




THE ENTRY OF MORE DIGITAL PLATFORMS IS ENH/
L ¢

C |
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Shopping
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OTHER DIGITAL PLATFORMS ARE
EXTENDING INTO ECOMMERCE

2

ECOMMERAB
EVERYWHERE

Knowledge

Sports
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BRANDS SHOULD NOT LIMIT THEMSELVES TO TRAL
ECOMMERCE PLATFORMS

1IN 5 HAVE MADE PURCHASENON PLATFORM CATEGORIES
ECOMMERCE/LIFESTYLE REIATEFORMS Music 2
/ Oy 10%
Cuisine
Have purchased - 4% ECOMMERAB
on non- Knowledge EVERYWHERE
ecommerce 0 ~ Hsp 4%
platform 20 /0 Fitness
R bW | Yy 4%
- Social
¢ Higher usage rate r 4%
m Have NOT among Tier 1 cities ZM&B
purchased on (27%) & 15K+ MHI /3 3%
non-ecommerce 80% group (30%) Health
platform 18 U3z Kf . Y5 2%
—ep bW GG VIKQi K Construction p_roilucts 0
S N N a 2%
G

. v
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SEAMLESS ONLINE & OFFLINE INTEGRATION ALLO
ECOMMERCE TO MEET ANY PURCHASE NEED

Online and offline shopping are both essential,

650/ and | will choose accordindly
Ol maa 1 . Shyh C oj!' NI

~

ahi Q O

| like the shopping experience of combining

6 1% online and offline shopping

GEsFhyhsmii rJT & ry

SOURCE: RISING TIDE: THE NEW FORCES FUELING CHINA’S ECOMMERCE GROWTH | _ =| XA IdbAT A oi
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OF ONLINE ANI
OFFLINE

Fresh Hema, Alibaba’s integrated
supermarket that provides both
online ordering and offline buying
services
T Uit ht &3
Ul 1 A @p Appl D

v
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SPENDING GROWTH CONTINUES ACROSS MANY
DIFFERENT TYPES OF CATEGORY

ONLINE PURCHASE CATEGORY |

70% | Itis fast and easy for brands to enter the market through ecommerce channels. Therefore from clothes, snacks
and drinks to supplements, pet tools, ecommerce is vastly expanding on the number of categories. For
consumers, as long as they have bought the category before, they are willing to buy more. The expanding

Apparel O / W /Ay
o

609
7 categorles and the increase on spendlng will both greatly contribute to ecommerce’s future growth.
Db P W JU l4Je"TI< > 0 b a1 xO a 3YB8 FT P 1 Db o8l
. hwe 1k 20 o CATEGORY

50% | P 1 j Aatr Mf aa 1 I A @k 411 HC" V. YYp' ' C™~r B4 0 EXPANSION &
— or @35 w7t | NIl 253 2b " Gy
= . UPGRADE
% 40% ; Travel services ~— Handy servicest 5
= l o b gk, 1 b X6
IﬁICJ 0% App memberships R Shqring (2D services] : o @8 /v e /WOy
g 4 / Oy i economy HUp oni hv s o @ personal care A K|

J ! . .
A 20% d-dib HJa" Skincare & .Household careKT T nt B
Z ! Online education\yjtchen __ . ______ 1@ ________ T o o e e e e
m cosmetics| for
o M&B2:  § B D41 Q0 suoblies eLFresh foodl
B 10% PR o Toys &
Pets + 1 P 3 BQ ove @it UT P stationeries” T ® Product
Health3 V8 / @2 Home appliances gymiture K v s Kp /B /8T o Service
0% KT+ o
Information services
0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

3Uont b &
EVER PURCHASED ONLINE |

]
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HIGHER INCOME CONSUMERS CONTINUE TO PLAY

IMPORTANT ROLE

TIERL-2: STRONG POTENTIAL IN FRESH F(Q

M Total Tier 1-2 Tier 3-5

38%
27%

16%

Spend more online
A TH wa

8%

Ever purchased online
A

)ODHE HIGHER THE INCOME,
THEMORE CATEGORIES YOU BUY

A

CATEGORY
EXPANSION &
UPGRADE

Total m 3k-8k m 8k-15k m 15k+

Sports

T P
Furniture

KTo Kp e ————————
Home appliances

"
KT D H 5 D DF P

SOURCE: RISING TIDE: THE NEW FORCES FUELING CHINA’S ECOMMERCE GROWTH |
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SOCIAL COMMERCE IS MAINSTREAM, PLAYING AN
MORE IMPORTANT ROLE OUTSIDE OF TIER 1 CITIE

Social commerce has come into full bloom in recent years. Benefitting from the assistance of social media outlets such as Weibo,
WeChat, live-stream and short video platforms, in conjunction with more interactive designs and UGC, the resulting marriage between
social networks and ecommerce refurbished the latter’s conventional image. This has improved and transformed consumption into a
much more entertaining and recreational pastime.

“Tabp Pw ~ % TurK WJMIN1I O'T3 i3 ~H - M~ T Dy die HA Ly “TIo
TAs 1 nkMeédr *'= p Cih=el12b % ~vg Oy

Proportion of Sales Information in WeChat Moments

9 6 % Nearly 1 in 3 WeChat Moments post is commercially related 6 6 %

3 1
XXX XX
Trustsales information
More prevalent among nortierl cities posted on WeChat by
acquaintances

Total T1 T2 T3 T4 T5

Those who have product
or sales information in
WeChat Moments

SOURCE: RISING TIDE: THE NEW FORCES FUELING CHINA’S ECOMMERCE GROWTH | _ ={ XA IdbAT AL i , WAVEMAKER 17
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CASE

Using Mini programs for brand and produptomotion

CALVIN KLEIN CALVIN KLEIN
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Luxury brands using Mini
programs as sales

Calvin Klein’s campaign on
2018 Chinese Valentine’s Day

channel on 2018 Chinese CK“F v hiyZ ”
Valentine’s Day 7 1 'H mRZuwl
2018w Vv ny z

0B PP W

SOURCE: RISING TIDE: THE NEW FORCES FUELING CHINA’S ECOMMERCE GROWTH |

Our investigation showed that the respondents’ WeChat
Moments are packed with various advertisements and sales
details. This is common within 2" to 5t Tier cities, and mainly
due to the fact that these people are more likely to run their
own small business full-time or part-time. Many respondents
are managing their WeChat groups and Moments consciously.
Furthermore, they would add strangers as friends and share
advertisements and sales details.
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ECOMMERCE PLATFORMS ARE AGGRESSIVELY PU
OVERSEAS GROWTH

CHINESE CONSUMPTION OVERSEA OVERSEA CONSUMERS

For Oversea Consumers
e Interms of delivery, Cainiao is connected to 231 warehouses and is able to deliver

XX

) o
I GLOBAL

‘907:;18!:4@/ I’:‘E)é packages to Russia, France, Spain, the Netherlands and many South-East Asia
TAXFREE countries within 72 hours. MARKET
ﬁgiﬂﬁ J !n terms of paymeht, up to April 2017, Alipay has'gained access to finapcing channels EXPANSION TC
| in over 200 countries. They also accept payment in 18 oversea currencies.
Alipay marketing their online paying and tax { e On 2017 D-11, Tmall announced promotions of 100 domestic brands to over 200 OVERSEAS &

countries. RURAL

e Netease Yanxuan also supports oversea delivery to over 28 different countries.
For Foreigners Livingn China

reimbursement services oversea
HHHp v 0k p4 HH MM ‘On

" B " P /”’:\;;& e Baopals, a website created by 3 Americans in Shanghai, aims to help foreigners shop
- 06060 —— i
S S Poe b LA T i 201231AHz 1 34A | Dw  uMf > CEDLS
s - i n  AbhN 72nH
i« "THHA 1| AB2017w4@®1 HHHTE =712000 Af K= g n 6 | "HY 18
. . . : NyLow ud\
Dianping promoting oversea hotel, restaurants ; .
P g_p . g ! pooe 2017w 1l 3 M Kl uyu 0o T Af P W 2000 Af K= sn
and tourism tickets L e 4Tl TAK v On1 "HY 7 28A f K 6
z2ye O =FY h ~ T e T MyNn ) , )
{ o Baopalsx* s A" f Kpi ., NGL11 Epw' WHaAf @G parHi " & " :
SOURCE: Desk research from the Internet,i QAT 4 o QN Y 19 WAVEIVI‘AKER
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STAGGERING POTENTIAL EXISTS FOR BOTH ONLIN

AND SELLING IN RURAL MARKETS

RURAL ECOMMERCE IN THE MAKING

Alibaba already covers 500 counties 22 thousand villages
tt o’ Se " bT 4500 2.2

JD has built county service centers and JD assistant stores
in more than 1700counties
XXCJ 1700 3aN” 3140nA0=)XGCW h

Suning operates 1770regular chain stores and over 10

thousandcustomer service centers in approximately 1000

counties

1epl000 34 ~ 1770 © h->= 1 &
on e

Total Rural Online Reta%ales

12449

2016 (100 million RMB|k ) 2017

Coverage rate of rural delivery stations exceeds 80%and
is capable of satisfying delivery demand of 590 million
rural population

6 COJde 7 80% 1 z2» 59 K
A6 On 0

Number of Rural Onliné&tores

T +20.7% O

2016 (10 Thousand|€ ) 2017

SOURCE: 2017 China Ecommerce Development Report | 2017A f 2 b wy AT [ ° ) 4 ; China Ministry of CommerceA f D N
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Photo by Wavemaker Insights Team in Fieldwork

~Jasmine Flower Grower from Guangxi Hengxian County %Az [ s Wavemakerd b Y n pbhsal HeoR

L, RX W3 AaGE D

| can buy many things on Rural Taobao that otherwise | would have no where
to buy. Lots of decorations | use are also from Taobao, there are many
designs for lighting. | can also browse our Rural Taobao station when | am
bored just to see what things other people buy, and whether there is
anything new.

- A Jasmine Flower Grower from Guangxi Hengxian County

jtt“ l @C Era&C =®p WCO & WEEA CO
i pgFHCEN s v ®EA" A = | @5’ fH@h -
T TOTHKC™ Kyir &KyA ©ECO
-X W3 P MARKET

EXPANSION TC

OVERSEAS &
RURAL

You all can buy my apples on Taobao. It is only 3 RMB per half-
Kilo, a much better deal compared to other markets. | used to
worry a lot about not being able to sell all my apples, but now it
is rarely the case.

- An Apple Farmer from Gansu Longwan Cun

aC ! @p{Hi Caom T - ftH1 e,
S D 3g | %4 Dbl @Y B P Q@ ®H
h = *« ©@@ 1 XpTON P~

-7 A "M A

Longwan Cun, Located in Stone Forest in Gansu Provinc~
ows) < 0 @ A

]

. v
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Photo by Wavemaker Insights Team in Fieldwork
Az s Wavemakerd b Y n' phsal HoEo A

Billboard outside rural Taobao
showing their one-stop service
MEEE!I cun.taobao.com = H On PV FO'B'J")'( 2 Wl

r
‘RAME" EARBMED [ o7 D w5 008 b 1
A-ATARENEAPPESE [ = A 'On

Bi%: 15877109751

Q Q:44927901

g : 15877109751

Ecommerce service stations in Jingtai County and
Yongtalgw Cheng, Gansu Province

T 7 UT13Q@371 Rep & @DD MARKET
‘on e EXPANSION TC

OVERSEAS &
RURAL

Banner in front of Guangxi
Hengxian County government
promoting ecommerce usage. In
fact, many low tier cities are
promoting ecommerce coverage
and growth. -
X W33t Ao WX - - — —
Taobao service stations in Hengxian County,

| €1 2 TAT DD 8%
hit Er Hins BESg Ot Guangxi Province
Rz TOUVDbHIGEATF x = w3 dHOne

]
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GLbxL{L.[9%4 {9bLhw {Ilhtto
ACCOUNTS OR BUY THROUGH OTHERS, WILL
INCREASINGLY OPEN PERSONAL ACCOUNTS

Senior shoppers have been most concerned with the complexity of ecommerce usage and payment security. In the future, with easier &
safer usage experiences (e.g. Taobao family account), this group is likely to get more and more involved in ecommerce.

AGW Yy MDD AT Gika ¢> HHBGu6ep A O = o NebaHO, KK!' @Hp B 3 v
Nb{1 Pn ébt ANh A svm> AT DD SURFACING
) T OF INVISIBLE
=O=Total Oy =0=18-30yrs. =0=31-40yrs. =O=41-60 yrs. Some seniors USERS
46% A Share accounts A

A Ask children to buy for them A
A Buy for each other A
A Group buy A

y daughter used to shop online for me. But now | can be
to@lly independent. | feel very happy about it and I’'m the first
ofe to shop online in our dancing group. | start buying more
nd more online and | help the whole group to shop too!

- A56 y.o. “Newbie” Online Shopper

31%
0
28% =0

Concerned about card theft Concerned about erronous Concerned about account Q@ i WE Gl Np&h™ VAEEH | EAPI
10 ;- payment input lock due to mistyping ¢t 6 ¢ A" ° @EADpJdi CCO i aU
’ 1 O password Er CO R Ai 7 l COhw 0B q\
' 1 OL A R - g56S®l AK ~S

]

. v
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THE RISE OF CONSUMBKEONSUMER MARKETPLAC
FACILITATING THE SECBIRND ECONOMY

By the end of 2017, Xianyu has A (eally bought a lot of things online! Plus, we are all
A 200 million registered users nuying new things to replace the old ones all the time.
A 16 million active sellers ome _Of the “old” things are still n’ew a.ctually anq
A 45 000 fish ponds sometimes even not been used. It_s quite convenient to RISEOF THE
! _ i sell and buy second-hand stuff online nowadays. | bought SECONBIAND
A 41% user interaction rate my baby cot there too.
. — ECONOMY
hﬁ E= -A29y.0. New Mom
: e Vv rmma e 2 ~ \
SRR As 2017W Z | T "O® a - ®¢ Er GO ahxpj i QA 1
A1 A GRC EALD: 20T 1 e R
A1600€ﬂ p K | Np! | D SEA)K'OLEAjKO,,,@_,@
A 45c pi ® ah®RCO pi C 44 & e
R 41% A D" Hoi bIZAT p | C o8
’ d - g 29S GEA
~yY
SOURCE: Xianyu official statistics from the Internet, h Al ; 24 VM\Eéﬁ\c(/)EEMnEAO!SUE!}:
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CONSUMERS REMAIN VERY OPEN TO TRYING DIFF

ECOMMERCE PLATFORMS

AN ctually, | tried many (platforms), and

| don’t ber now. Whenever
Average number of Average number of nme ont remember now v
platforms known platforms used

IBaw an ad, or someone recommended,
I"Would give it a try because all it takes is
to download an app.
- Many respondents

('J'('Db6 Erl QP j é
18_6 77 T IE(G)Kb Il ho
- l 1 E i APPS !
Q
- (a4

SOURCE: RISING TIDE: THE NEW FORCES FUELING CHINA’S ECOMMERCE GROWTH | _ ={ XA IdbAT A oi , WAVEMAKER
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AS WELL AS DOUBLE ELEVEN, THERE ARE MANY C
IMPORTANT ONLINE SHOPPING FESTIVALS

Aware ‘ 99%’ < 97%} { 94%} ‘ 84%’ { 73%' < 64%

80%
61%

Expectant I I
Chinese New

Double Elever Double Twelve
Year

44%

0,
29% 3%

Women's Day 618
618

SOURCE: RISING TIDE: THE NEW FORCES FUELING CHINA’S ECOMMERCE GROWTH |
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15%

Prime Day

, WAVEMAKER

9

LASTING
PASSION TO TF
NEW APPS &
JOIN SHOPPIN(

‘ 61%

FESTIVALS

15%

Black Friday
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CONSUMER ENGAGEMENT PATTERNS ARE DIFFER
BRAND MUST TAILOR STRATEGIES TO EVENTS

PARTICIPATION OF ONLINE SHOPPING FESTIVAL M Prepare in advance ® ! 9

B Participate that day E 3 v /b

. - LASTING
PASSION TO TF

Look around thatday E 3 X

NEW APPS &
JOIN SHOPPIN(
FESTIVALS

Double Elever Double Twelve Chln\?:aerNew Women's Day 618 Prime Day  Black Friday
618

. v
SOURCE: RISING TIDE: THE NEW FORCES FUELING CHINA’S ECOMMERCE GROWTH | 4 xafabatr Avf ,WAVEMAKER 27 WAVEMAKER



TRANSFORMATIVE ROLE OF ECOMMERCE:
INFORMATION ENTERTAlNI\/IENT & SOCIAL
g i dOyrb FWJ 0B} W

W
28 WAVEMAKER




ECOMMERCE IS DEEPLY EMBEDDED IN CONSUMER LI
PERFORMING MULTIPLE ROLES

INFORMATION
Originally for @ PURCHASE Now expandinginto ENTERTAINMENT Platforms

SOCIAL

WM
SOURCE: RISING TIDE: THE NEW FORCES FUELING CHINA’S ECOMMERCE GROWTH | . =i XAfO2bAT AD i , WAVEMAKER 29 WAVEMAKER



9/ haa9w/9 L{ C'[CL[LbD /hb{' a
VARIETY, AND COBFFECTIVENESS

FUNCTIONAL BENEFITS OF ECOMMERCE |

90%
VARIETY

80%
VALUEFOR
MONEY

35%
QUALITY

59%

Hom? delivery serviFe 290 Versatile product range 56% Low P.rice 62% Trustworthy Agree that online
i '@ j. A FBRA = YT b platform/seller 24 h . kes it .

Order whenever and wherever 41% Variety of brands 540/ Promotion & OWOeé 3z il shopping makes It easier
'@ H sF ibp B W "Or discount 57 W! /hK for me to choose the
Easy to search & compare !_ocally inaccessible products 320 Wilrq 071 I Products with right product
products 35% 1 C Es§=®®CO ETY 2 guaranteed quality -, wl E&T KT
AXM%>1 fP 3U Non-local and oversea products ., 'eC ®fF 3 . 3
Easy to refer to other’s ' @QC =f > KR goeiF B ( Bl B o T oslF P
reviews" 28% New products/short update cycle 230/
AXva, Kol Y= & OAB /FBR"A YO

Products only available online

QOPf BEpAi ® 16v

Service (e.g. housekeeping) 10%

pAdi ! @ hOonebK®l
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BROWSING FOR INSPIRATION HAS OFFICIALLY BECOME TH
LEADING PURPOSE OF ECOMMERCE PLATFORMS FOR COl

6320 I
529 I

47%
46%

449 I

22%
229 I
20%
o I
- Information related 3 U r 161;(:%_

Purchase related F H 12%

SOURCE: RISING TIDE: THE NEW FORCES FUELING CHINA’S ECOMMERCE GROWTH |

What consumers do on ecommerce platforms

N by
Purposively search product @~ %09 J b B

Hang around for inspiration X

Place orderT D

Check shipment statusT ~ F L

Check discount & promotion! ~ W (¥ 3

Write reviews -

Check new arrivalsT =~ @1 AP

Consult seller for product info. Vv pKDbPFE 3 U

Compare price 98Y

Share, recommend product, seller’ 51 0 f B 1 p K
Apply for post-sale service® o @ ON
, WM
o dxAfo2BAT AOT ,WAVEMAKER 31 WAVEMAKER



CONSUMERS USE PLATFORMS NOT ONLY AS TOOLS BUT
INCREASINGLY AS TOYS

EMOTIONAL BENEF|TS

More versatile & fulfilling1 3 ™ » ~ X 55%
More efficient 1 3~ 52%
More freedom ™ s
Improve quality of life® “ 1 7 P 31%
Sense of novelty Ay 29%
Gratification » Y 26%
De-stress! @ MOAA AT 25%
Up-to-date with fashion i L 24%
More control over life M1 5~ @€ i 24%
Surprises, delightsn U's  n. X 22%
More confidence™ s 3 20%
Elevate personal taste ® " Py 17%
Express care for others M H K HO 15%
Sense of accomplishment, pride & G y I s V/ 12%
Spoil myself Z,G s 11%
Inspiration and imagination » y =y 10%

= .8-1 (g

48%

- <
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ECOMMERCE PLATFORMS ARE LEVERAGING ENTERTAININ
SOCIAL CONTENT TO BOOST SALES

Livestreaming| Social|
Q% wl 46 ; T44:56 % il 46 . TFa548 & 7 27% < +YIEPKE <: .
< BEEE
21B(174)
ﬁﬂiﬁﬂﬁ
KERTEE/\
BRT of KNS I W
; = o £ BRI FBSKR! RALELERE ﬁiﬁB’JmMAC See Sheerfi —E#HIFFERmac 95
f BRENLDAHRER...
Q L]

FBDXX

i
=
g \
l Y RC]
v .

! > iilLve S

4
™
=]
]
=
Ee &%:0
% o
2 Y 2

AR I
BATE | ‘
[ A ha >< v R 47 Lady Bug ZERENMacnI ), &
52.23%5 macRERERAIEF '+ dangerlB, ...
&

\ > \ J >
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| really like finding interesting things online. My folder for shopping apps is called “Kids on Alert”.

Every time | view ecommerce, | always feeling For real, | check it everyday, just like checking on my
like | am on a journey towards novelty. kids. | always buy too much, and now | started to sell
- A Girl from Harbin on 2" hand platforms even though some of the
products have never been used.
Gdz. sEFpJdi B WCO 1 %K - A New Mom From Shanghai
OTAN>: 7 BOW
-0 n i HakE QOB + APPBBIG T~ I p~ Hd b1 ~ @i Np
y %3 h”7crdn"H ~ J4WCSH
| slide through ecommerce whenever I’'m free, "t THAD] Al n €7 1 e oor\P GCHr
especially when | am on the go or before T .

sleeping. | always find many things | would like to
buy. You can see | have more than 100 items in
my trolley. It has really enriched my life.

- A Teacher from Gansu Baiyin

G=" ohpdi X L. 1p i°3
) BIHO6 1 W™ EACO & VY Ci
a~ & r T 1000 ACO LY 1 7
=, Xh

T T UBE gy Qu
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ONLINE CONSUMERS ARE ON THEIR WAY TO
a! 55L/ ¢Lhbe

WM
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HIGH FREQUENCY | NEARLY 60% USE ECOMMERCE AT LEA

A WEEK
| 6

ECOMMERCE USAGE FREQUENCY |

>1/ week Ysv 6 N 1K W<1/week Nz Ygv 1K

Total O'y 57%_ >1 time/day %3 1K 3 @ | h 4%

T1/2 65% I ]
E 3-6 times/week Y- 3-6K _ 19%
T3/4/5 519% I |
18-30 yrs. 6396 I — 1-2 times/week %+ 1-2i || 35
Tier 1&2, younger and i
- 0 _ high
31-40yrs. 1% ccl)gnseurnl]r;cr;)r:see 2-3 times/month Y8 2-3K _ 32%
41-60 yrs. 37% — ecommerce more often. i
i o = W33 W 1 time/month Y@ 1K - 9%
MHI 3-8K 5365-f Be Ao ]
MHI 8-15K 59%; ] < 1time/month N"2 Y 1K F 2%
MHI 15K+ 65% I

WM
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RICH EXPERIENCES | AVERAGE NUMBER OF PLATFORMS U
EXCEEDS 7

AVERAGE NUMBER EFOMMERCH.ATFORMS EVER USED

Most consumers cannot
remember all the

A Higher tiers, higher income and younger population are more experienced in online purchase platforms they’ve used. In

A 1 ¢ Ui W= W Yy ME A C” & other words, the actual
' ) t ' number of platforms

used is likely to be larger.

7.7 9 69 )| 71 ) 82 | 93 | 82 | 73 [ 63 ) |E"K

Total

T1/2 T3/4/5 3-8k 8-15k >15k 18-30 31-40 41-60

WM
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IMMERSION | CONSUMERS BROWSE ECOMMERCE
9+9w Cw99d h+x9w [ I'[] C ¢w9!
| ;

OCCASIONS FOR USING ECOMMERCE PLATFORMS

67%

54%

27% 9 9
0 26% 26% 29%

15% 13%

Whenever free Before sleeping During meals During traveling Window-shopping Get-togethers During commutingMorning wake up
vy MG  ©EHO B P H A H [ h®HG i Z'H

WM
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GROWING ATTACHMENT | CONSUMERS SHOW INCREASING
PREFERENCE OVER ECOMMERCE, AND HALF SEE IT AS AN
INDISPENSABLE PART OF LIFE

® 6 6 © O 6 6 0 °

frng 00 L
| like shopping online | can't imagine living
more and more without online shopping

@
w

WM
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¢1 9 ahwo

Evidently, reliance on online shopping increases as online shopping experience accumulates.
M N1 4 B yh T

QQI ~ |

User Frequency

<l time/week N’z Ygv 1K
B4 wl phZzda NOK

36%

45%

61%

< 3yrs. 3-5 yrs. > 5 yrs.

SOURCE: RISING TIDE: THE NEW FORCES FUELING CHINA’S ECOMMERCE GROWTH |

t9ht[9 '{9%X

Choice for product and platform continuously
expands as online shopping experience prolongs

# of categories ever
purchased online
A o8 1 "Q

# of platforms ever

used
It WY 0 5.9 7.2 8.3

Years of using ecommerce

¢l 9

<3yrs. 3-5yrs. >5yrs.

IXAfI2BAT AOT ,WAVEMAKER

ahwo

Proportion of Online
Expenditurein Total Spending

B Decreased @ A° N
Almost unchanged9 = w
Increased to some degree W P W T

Increased dramatically 2 Wy w 1

e 19% 16%
51% 2% o
14% 21% 33%
<3yrs. 3-5yrs. >5yrs.
WM
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MEMBERSHIB PROMOTED BY ECOMMERCE PLAYERS TO G

USER LOYALTY

JD Plus
Plus

G

Alibaba 88 VIP

< PLUSRAET

%2t LI TR#MREE

- AIETERBORREEES -

RFHEE RERIEH
WRICEL AR 32054 BERESE
20 ERER

Qi @i
O Qi

v
BENB8s8TT/E 37 7
BR2REEMN 88 T /F

\_ J

NeteaseKaolaVIP

r

o RAGH
/o

-
@i\ [

BRATER-FF IR

L

v FiEeR =12 A%

¥ 27937 B)FFiE SRIXNH0.767T

TEFRI? % BAERO6HT >

2ATEN
&)

JE=a

KA

RHET

- IrG

A
&R SALIR

MR T WS R 3Z{N36TT >

XD
IrELE
flh)

b
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~Y

| Bought Ali 88, JD Plus, and Kaola VIP. | can
cl@eck how much money | saved by having these
memberships. There are attractive promotions

too. | think they all worth buying.
- An Experienced Online Shopper

88h~ a’l J3 XC®lusa C~ 1 i
hwé Vwéa &~ 7 @ yi 7
t QEAWFqULI. hE® u
- HIOD K ~N
WM
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ALWAYS EXPECTING MORE:
CUSTOI\/IIZATIQIFFUN & INTER_AGT}.N

~
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BEING MORE & MORE EXPEIRENCED, MOST ONLINE SHOPF
BELIEVE THEY ARE GETTING MORE RATIONAL THAN BEFOI

| am a more rational online shopper

6 6 %than before

1% 7%

Strongly disagree  Wj { T Disagreej ¥ T M Neutral | h ®AgreeY T BStronglyagree WY T

WM
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THEY CLAIM THAT IMPULSIVE PURCHASE ONLY ACCOUNTS

LESS THAN 30% OF TOTAL ONLINE PURCHASE
30%

IMPULSIVE VS. PLANNED IN ONLINE PURCHASE
~Y

m | am more rational than before. After
|, | Mave bought for so many years, | now

O know how to avoid “traps”, and | am also
2 8 /O having more control over impulsive buying. |
@

believe most of my shopping are planned.

Impulsive

6 e8%Q Z Nné P71 %ICQ
" wyrwi ADaé Oy T O

6 i j w 0T 4 Wa Z| ‘ I
Planned 0Bk} [/ [ fo BN
~NyY

WM
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ONLY ABOUT ONE THIRD OF CONSUMERS AGREE THAT TH|
WOULD BUY MORE THAN THEY NEED

26% 30%

I 3 NB S | alwiyls buy arlot of things I 3 NB S | afteé buy todmuch when
GKI G I NBE dzaSf Saa ¢KSY &K?2LILAK2AIINWVETI y256F Ay S €
aYpapJdi CO AT i ®CODb aYpDAdWWhpAdijnOCerhp
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ACTUALLY IMPLUSIVE PURCHASES ARE THE BIGGEST TRIC

These triggers are all common cross different

Triggers for Impulsive Purchage
ecommerce platforms

See something  ike
© s FICO T

Appealing promotions or discounts — JEasis

G KEMEo i E R '
/i’l‘a ;)
0

z _\

‘H& i

Low price. YT
BB =0ONYT Xh

Everyone around is buying
ik p C e

Try new products
o. AB UQb

Flash sales or limited purchase

ANRAABER NS B € U1K

See attractive ads 5 Postpurchase rationalization: A type of cognitive bias where
~ 6 A& GEK o consumers overlooks any faults in order to justify their purchage.

Add-on items for free shipping 0
"Dy H® " j 081CO

WM
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BUYING EXTRA ITEMS TO GET FREE SHIPPING & GROUP St
DEALS ARE ALSO COMMON

On average,

1 OUT OF EVERY 5 ORDERS

consumers would buy aden item online purchases trigger or are
for free shipping triggered by groupbuying

il R:U0D

Wz a | %53 DA ‘ i
h®lw@aw y a b eo . K Goa e C<

WM
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HENCE, CONSUMERS ONLY TH|
THEY ARE BECOMING MORE |
RATIONAL. IN REALITY, THEY A
BUYING MORE THAN PLANNEL;

A male from Shanghai bought too many products. To
organize, he replaced some of his furniture to storage
racks. He could not remember buying some of the
products. Until now, some of the products still
remained untouched.

fs i =0 yY Ot W 21 ns N
PKTOQ& “[ &4 & RbBB vy
i Une ®EHBEY] [ J4C

WM
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YET, THEY ARE BECOMING MORE FAMILIAR WITH
DIFFERENT MARKETING APPROACHES, AND MORE

OSOPHISTICATER
WINNING CONSUMERS IS GETTING MORE DIFFICULT

WM
| THE NEW FORCES FUELING CHINA’S ECOMMERCE GROWTH | . =i XAfO2XbAT A 0T , WAVEMAKER 49 WAVEMAKER



CONSUMERS ARE NOT AS EASILY CONVINCED AS BEFORE
NOW EVALUATE PRODUCTS AGAINST MANY CRITERIA

61% 53% 49% 45% 43%
Product sales Detailed reasons of Store credibility Additional reviews Number of positive
FB negative reviews h 3 yebJv1il F B o8 T reviews

FBT O3 oS M FBB 8Q =1 %

38% 36% 31% 29% 27%
WOM from other If it is flagship store Reliability of positive If the product Past purchase .
buyers | know Tel PW h reviews introduction is detailed = experience of the store Claim that f | 'makea.poor

Ko &0 "B @il 3yeby enough fefa c @ w5 purchase online, | will
n oz 41 gQawd | FPRRAT e 47 b K summarise experiences to
W geB | 3y ¢ improve the chance of good
13% 13% 13% online purchase in the

future

Business scale of the Recommendation from Ways to demonstrate . o
Y b apdi 0O Ce AB

store professional buyers products )
T W hK T AKDA| Yy CE Do FBKJAONAAT ¢ 2 1 ~ 1 adhO0OJdJd 1 ©
B b~ ¥ 3D¢ T B4 4 o1 '
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MANYCONSUMERSLAIM TO BEATIEN ANDWAITFORA
BETTEREAL

The product I like is expensive and | want to
get better deals during sales

54% v

here are promotions now and then. So if it is not urgent, esp. when
ere are shopping festivals coming, | will put what I like in the
opping trolley first, and wait to see if | can get better deals.

- A Consumer in Shanghai

r--a

Np@HigL wri b jTE Ol - 70 r‘icis:Jz‘Hﬁl I
GOHORhX® F 1 MM~ O= @B 3

-l T Y O
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IN ADDITION, CONSUMERS ARE GETTING MORE
DEMANDING, LOOKIN®RBETTER, MORE FUN,
& CUSTOMIZED SHOPPING EXPERIENCES

WM
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CONSUMERS HAVE MUCH HIGHER EXPECTATIONS OF ECC
EXPERIENCES; CUSTOMIZATION, INTERACTION & ENTERT/

ARE KEY

More personalized shopping/browsing interface
CUSTOMIZED PRODUCTS SN et B By G e b
& SERVICES Recommend the suitable goods intelligently based on my preference

G@is Bt 0T >4 50 T G&ih B

Customized products and services

@ h p®f P=>0n O

Better shopping guidance (e.g. wearing recommendation, home decoration design)
A F b OBFYM&E ebyxMAO K Z

More vivid display (e.g. video, 3D, VR, etc.)
|I INTERACTIVE & ENTERTAINING [ S ah S PP o

More interactive shopping experience (e.g. livestreaming, demo, etc.)
"oV GEE Fy ebx  H »7 M
Make shopping process more interesting (e.g. game, lottery, etc.)

F Y71 P&debyxneda 71° ML
Enhance the social nature of shopping (e.g. browse virtual online store together with friends)
pd Hm3el "BslWoe by OAdhM

WM
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MEANWHILE, THEY EXPECT CONTINUOUS IMPROVEMENT |
BASICS SUCH AS CONVENIENCE &-VERMEONEY

I CONVENIENCE

I QUALITY & VALUE FOR MONEY

More simplified product search and comparison process 46%
TAXDEF B AV M% 0 549 Offer more discounts and promotions
© wET MY 3

Faster delivery
“owi L H 38%
Easier return and exchange 34% 21% Better selection of suppliers and products
“kas Qe Q Lyupir &0 MU 0 FWI " d4 GIEF M hK3fB
Flexibility to choose or change delivery time and place 290
l@"s 'y 08" b g em H 0
Watch and buy at any time anywhere .
B Adi Tiga 1@ " CtTAXC yMFB 27%
Accessibility of products & services in trend offline .
| 9AHGL @O fpdi f Mz B> On 21%

WM
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THERE ARE STILL MANY HYGIENE FACTORS WHICH CAN LE

CONSUMER DISSATISFACTION

PRODUCT SERVICE LOGISTICS

Fake products Inconvenient returns and Slow logistics
3 X XKép exchanges process b Loy
; Q J
No quality gu_arantee : Concerns on damage
FB vTj Inconvenient to cons.ult and loss during
Inaccurate size customer service online delivery
A0 By v ATL O] A Tor L YAk
' - i B "Qq & ab
Concern on overclaim of Inapproprlate_ a z
products recommendation
: e Ji o NéGow BT
10FB=dil ej )
Cannot see or touch products Customer service not in time
Al na” fB1 @3 or not friendly
how M Onj 23 HzB
Too many choices No recommendation
08 AL QO i FHjT éo

SOURCE: RISING TIDE: THE NEW FORCES FUELING CHINA’S ECOMMERCE GROWTH | . =i XAfO2bAT AD i , WAVEMAKER

EASY & SAFE TO USE

Concern on privacy
TOAK Y

Concern on account safety
TOAJdIT U ABG 3

Inconvenient to register new
account
FgdNE |

Complicated to operate
A HA | ®devw

WM
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ACTIVESTAGE
Lock in opportunities during

consumer decision making proce

Wavemaker is dedicated to understanding consumer purchase journey.
Through Wavemaker's proprietary Study, Wavemaker MOMENTUM, we find
that 50% of consumers globally have strong bias towards brands in the Priming
Stage (The Priming Stage is daily life, when consumers are not actively in the
market to buy.), 50% of those with strong bias will convert to purchase in the
Active Stage (The Active Stage is when consumers are actively looking to make
a purchase, gathering information, shopping, making a decision.) Purchase
conversion is 6 times higher than for people without strong brand bias.

F 0 M ET Wavemaker @M X/ O1 Wavemaker MOMENTUM ~ M
vQ VYQQz1 GCANY, R OB0%EE ap O 4 TJAGO A
FwsBe L AT YAWE ga0 a%‘H>:<‘ F1QY®P Y 0 509%6%053
® A3BYy @K p3u 4e30 4°Y¢ & Cy |1 XMlo 3

C

F@Q3ADY C" M®B aCf1 " h @@ C p T
= OB W3 B GiK ™ ©Ei6l

posil T ol
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ECOMMERCE IS TKEYTO WINNING AROUND THE WHOLE
CONSUMER PURCHASE JOURNEY

Make full use o PURCHASE INFORMATION
SOZ2ZYYSNIOSQa
ENTERTAINME SOCIAL

Through being used as a buying, information channel, entertainment and
social platform, ecommerce performs a comprehensive role in driving
brand growth. Ecommerce is used to fulfill multiple purposes including
building brand/product awareness, market education, creating close user
relations/CRM, performance marketing and magnifying social influences.
Since ecommerce is capable of performing multiple roles, understanding
the whole consumer purchase journey through the lens of ecommerce is
critical in designing successful marketing strategies in China.

dbp I N@ r 3Ur ¢ dOy ~ T MvA ¥ p AP T AT
o 1 bw' ANBW/IFBE " UL QO 4N JL @ A /CRM
® WW T é&e TV
BWZ" AX ysMésx a M E® o 4530 4 a dh! @
A QGG a ~TT W EGQT ¢ MX1 8! @ BA®ID
GEIC) 1
WM
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CATEGORY & BRANBVEL

HORIZONTAL
ECOMMERCE
PLATFORMS

OUTSIDER &
SOCIAL

SOURCE: RISING TIDE: THE NEW FORCES FUELING CHINA’S ECOMMERCE GROWTH |

PLATFORNMTRATEGYEEDI OBECLEARLYEFINE@NTHE

Different ecommerce platforms perform different roles for different
categories. The dynamics of different channels for each category is getting
complicated with ongoing market segmentation, entry of non-ecommerce
players, growing comprehensiveness of large platforms, integration of online
& offline, and the expanding social commerce.

For advertisers, clearly defining the values behind ecommerce platforms for
brand and business development is a must. At the same time, it is necessary
to have a comprehensive understanding of different ecommerce platforms
and the roles they play relative to your category. Considering the vast
changing ecommerce environment, marketers not only need to stay
sensitive and observant, but also adjust their strategies with regards to new
observations and tracking.

jaizombWI pjaBiamEyoijam ~ Uf 4 p >H W
Joosiv )b 2 WJ T ATH 40 mdi @ JL T @3~ T 2bGAT
& >RB 4 BYONhwE 1

M2%X2°3a 1 JoXh©x2b W) M28BWs ynafGEyéd aH
Mjadg@EmdbwW 1+ [T ° @35 tvmEYSO bn" BWa W
[~ w3 UW! QO W OQWI M a ~ 2byL @ep Vi
K~ 3'Ybs@E | T1 @3 mH  © 4s I HBBM X Q
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GETTING THE BAS

Hpoa ™~ 3

Consumers have concerns about using
ecommerce platforms with regards to
product, delivery, service, etc. In other
words, these fundamental aspects should
still be the focus of the platforms. (view P53
for details).

B+ L Oonv
dj » Q el

T Wl o

M22b1 3 Gp
A Kéep 7
Rg ™ JI1 KZ
Pt w Vv +t53
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GETTING THE FUN & C

wALLG BLOYy &

Other than the fundamentals, consumers
are raising their expectations, especially
on creating interactions and being fun.
These aspects will act as a solid foundation
to strengthen and further improve brand
success in ecommerce.

" g devl s aGMdby
®,~ " ®WQEI OTT pHhLG=
Oy & GEA Nwd>bpti qAA
A G A o " g h o8g "

IXAfIDbAT ADIT

BRANDS MUST CONTINUE TO OPTIMIZE ECOMMERCE PLATFORM
EXPERIENCES TO IMPROVE CONSUMER SATISFACTION

GETTING t 9 w{ I

" A wp /bh

Demand for personal customization is not only limited
to the product, but also includes user and system
interface. Platform owners and sellers may use
multiple ways to customize and provide “personal”
experiences and services. Examples may include
personalized product recommendations, VIP
membership, exclusive products & services, etc.

AGpPDEE 0] kKyNpbB P 1 pA& 7 =
1P O WM., WJ=DbK! ANOA B
h [ w8 wp Ty ='0Nnt ebs ©h p
ceebn’' K' BT AGPO h~ & VIP
yvl b B=>0ONM1 [ " £y
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DEVELOP PRECISION TARGETING ACROSS AUDIENCE SEGMENTS IN
ORDER TO OPEN UP NEW SOURCES OF GROWTH

0

To overcome the declining demographic dividend, it is necessary to search and expand brand penetration
with new user groups.

RSOM OKAAN & i S o A N T Aol o

Make use of oversea growing demographic dividend to convert oversea users including
OVERSEA oversea local and Chinese consumers

‘HH v KAAN_ QI n~AdE=v i | ebp=v BieK3 Esgg O

Help “reveal” the invisible users, such as senior shoppers and students, through providing
easy to use platforms or systems, safer payment methods, or assist in creating independent
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LOW TIER CITIBRURAL AREAS Take advantage of existing logistic networks and mass population to

develop market for low tier cities and rural areas
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A BRIDGE BETWEEN CHINA AND WQRINECOMMERCE TO
TEST NEW MARKETS

. L Regional expansion is always one of the core issues for brand and business

Be open to localizing brand positioning development. Ecommerce is becoming a popular way to test new markets.

to succeed in different markets However, the vast growth of ecommerce makes it easy to be deceived as “it is easy

BW h’ mp 0B HMXI 7 0 j a2 Uf to succeed”. Entering new markets requires rigorous market communication and
business planning (especially important is understanding brand positioning for new
brands). One of Wavemaker’s major focus is to assist local brands to expand
Bringing Oversea Brands into China overseas and importing oversea brands into China. We are dedicated in using
scientific marketing methodologies to drive brand growth.
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ABOUT US

WM Wavemaker is a billion dollar-revenue next generation agency that sits at the intersection of media, content
WAVEMAKER and technology. We are obsessed with the customer's purchase journey and is what connects our mission
directly to our client’s business challenges. We invented WM Momentum, the world's most comprehensive

MEDIA. CONTENT. TECHNOLOGY.

study into how people make purchase decisions and have conducted over 400,000 surveys in 35 markets and
across more than 72 categories. We are a business that is powered by the creativity and curiosity of our 8,500
people in 90 countries, united by our PACED values. We are a part of GroupM, WPP’s global media
investment management company. For more information, go to www.wavemakerglobal.com

Wavemaker China has a team of 800 people across four offices in Beijing, Shanghai, Guangzhou and Nanjing.
Clients in the agency’s portfolio includes CHANEL, Danone, Daimler, Huawei, Meituan, Pfizer and Tiffany.
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