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China’s food delivery market maintains a strong growth

o In 2019, China's food delivery market size was 653.6 billion yuan, with an increase of 39.3% compared to 2018. At the same time,
the penetration rate of the food delivery industry reached 14% in 2019, an increase of 3% compared to 2018.

o As of the end of 2019, there were about 460 million Chinese food delivery consumers, accounting for 50.7% of 900 million
Internet users and 53.9% of country’s urban permanent population (848.43 million according to National Bureau of Statistics).

Market size of China's 020 food delivery industry The number of Chinese food delivery users
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A rigid demand from unmarried post-90s generation (20-30 year olds)

o Consumers of the 020 food delivery service are overwhelmingly young, with 58.6% between ages 18 and 30 who spend most
their day at work or studying.
o More than 60% of those consumers are unmarried and have less willingness to cook compare to married people.

Age distribution of Chinese 020 food delivery consumers The marital status of Chinese 020 food delivery consumers
(online survey of Meituan, N=7,220, Feb. 2020) (online survey of Meituan, N=7,220, Feb.2020)
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China’'s food delivery market is dominated by 2 brands

o The fight for supremacy in food delivery in China is happening between two biggest companies — Ele.me and Meituan Waimai.
Together, they occupied more than 90% of the market in 2020 Q1.
o They are backed by China’s duo of tech titans - Alibaba and Tencent. Thus, they have strong funds and technical support.

Market shares of China’s 020 food delivery apps by revenue Meituan and Ele.me both backed by online giants
(2020Q7)
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Being backed by internet giant Tencent, Meituan managed to

Ele.me (17 4), build a diversified system, which links merchants from Meituan
26.9% with users of QQ, WeChat and Dianping (restaurant rating
@ platform like Yelp). So Meituan app can be more effective in
= having new users.
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Meituan waimai (
EHI5ME), 67.3% .
+ £o e
— Alibaba.com
4
=Nz The mother company of Ele.me - Alibaba, integrated Ele.me

with Koubei (also similar to Yelp) and Alipay (online payment
platform). The partnership with Alibaba provides Ele.me with
better understanding of eating habits of their customers.

Source: Trustdata (a Chinese big data platform)
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Lower tier cities showed more opportunities

0 First and second tier of cities occupied 65% of the 020 food delivery business in China, but there is no much room to grow.

0 The 020 food delivery service maintains a rapid growth in tier-3, 4 and 5 cities in China along with the increasing popularity of
mobile Internet and 020 food delivery platforms. Also, those platforms are trying to invest more on lower tier cities to exploit
more potential users.

In 2019, only 35% users of China’s Distribution of 020 food delivery orders by city tier
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Yum (& i%): Built multiple forms of food delivery platforms in China

Yum built its own food delivery apps while working

with third-party platforms in China

0 Yum built its own food delivery system in China in 2001, then
its restaurants entered Meituan and Ele.me in 2015.In 2019
it's food delivery service covered around 1,300 cities in

China.

o According to the financial report, until the third quarter of
2019, Yum China’s food delivery service sales accounted for
20% of its total sales, which is the highest one in recent

years.
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What are the advantages of Yum China in the food

delivery market?

Yum China owns two major catering brands (KFC & Pizza
Hut) with a large number of stores and consumers.

Yum China adopts a hybrid food delivery strategy. For
example, KFC obtains orders through third-party
platforms, and then delivers meals by using its own
riders.

Yum China gets the best of both worlds, with visibility on
3" party apps, but saves costs by using own logistics
system.



Main challenges of the 020 food delivery industry
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1 Increased competition

|

|

|

: Due to the epidemic, most Chinese
: catering businesses had to launch
| food delivery services to cover

: losses. Meanwhile, Meituan and

| Ele.me try to expand their

: businesses, the living space of

| small and medium sized platforms
: is narrowing.

2 Consumers have more demands

|

|

: The demand of Chinese

: consumers is diversified and

| individualizes. They tend to

| order food from different

| merchants every time, how to
| maintain customer loyalty is a
: challenge for them.

|
|

Increased
competition

More
demands
from
consumers

3 Operating costs in becoming
higher

v' Along with the fast
development of 020 food
delivery, the online operating
Main costs of merchants are much

Challenges higher than before.

v" They need invest more to
promote on food ordering
platforms especially at the
beginning when they entered
those platforms.

v' Besides, they have to face the
increased commission from
food delivery platforms.
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Meituan: When ride-hailing and food delivery overlap

In Feb. 2017, after it's official launch in Shanghai, Meituan Dache (£ ##] %), Meituan’s ride-hailing app, ranked third in the App
Store Free download list for one week. But, the company’s plan was not implemented after a year-long period of stagnation.

Merged to Meituan APP from Meituan Dache APP
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o Additionally, the transportation bureau intervened less than
a day after its launch in Shanghai. They warned Meituan not
to disturb social order with a price war.

o Since late April 2019, the Meituan App has already been transformed
into an aggregation platform with many services.

o The new Meituan ride-hailing APP provides travel services through
travel service providers

o Users can go directly to ‘ride hailing’ from the restaurant booking
page, which allows them to call a car in real time or for reservation,
with the address already plugged in.
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Who we are

Your Market Research Company in China

We are daxue consulting:

« A market research firm specializing on the Chinese
market since 2010

 With 3 offices in China: in Shanghai, Beijing and Hong
Kong

* Employing 40+ full-time consultants
« Full, complete, national coverage
« Efficient and reliable fieldwork execution across China

+ Using our expertise to draw precise, reliable
recommendations

* With key accounts from around the world
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. Covered Tier-1 cities
A Covered Tier-2 cities
+ Covered Tier-3 (and below) cities
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Our past and current clients

350+ clients with 600+ projects for the past 7 years
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A recognized expertise on the Chinese market

Regularly featured and quoted in global publications
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