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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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The strengths of Daxue Consulting

6 crucial competitive advantages

Rigoroys &
creative Responsive

N
Manage

fromAtoZ

IIlI . J
daxueconsulting

Actionable
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Innovative
Professional
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. Localized & Creative

Working on each project
making exchange and
challenges, recruiting the
brightest talents in both local &
international (1:1),to ensure a
comprehensive & scientific logic
thinking.

3. All In-house Management

v

Daxue Consulting does not
outsource its services. Deep
understanding on the fieldwork
and the context within which
data was collected.
Transparency of sources and
information

5. Innovative

v’ Using 50+ software
v’ Leveraging alternative data and

open source intelligence

v’ Social listening

ihl .
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2. Responsive & Flexible

v Result-oriented, regular reports
with our clients to make sure
we align the expected
objective.

v' Teams & proposal are tailor-
made depending on the
project.

v" One client = one team.

4. Actionable recommendations

v" We care about results and
design our research in order
to be operational.

v We are driven by metrics
such as customer acquisition
costs, business plan KPlIs,
P&L optimization.

6. Professional

v Our methodologies are rigorous and
serious, taking information from the
best practice in the world of
consulting and research.

v' Demanding on the results, detail-
oriented, respectful towards our
commitments.

v' Corporate presentation.



Our services

Experienced in answering to a wide variety of strategic business questions
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350+ clients with 600+ projects for the past 7 years
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rrani F&G 5 Meesbowe [IITEY] ©@zonsrsns  Pampers | © E -«
Prociers Gambe MOLESKINE ierre Fabre UBISOFT abeoilsd Garrefour

Y PFEY sandro swacne [ e ZUUM~ Mustela PESMEL NESTE RIS
Alliance PARIS | —
= - ’ -
BOSS Or  Famge G SMCP @ Cimrtios SerocFerian @D Hebia Q) e sonvcss h . ¢ €% MERCK
it A ~ C'f - @
P - : oomi - iancome ok ook
£ 22 Qg v S Cupa X youm'  SheCus N A3ER0E
A\ . S, 8 M =
NEW  Lorea. @&  KIDDYLICIOUS - Q’ ToTAaL -'S-m. Laminex 93 SpunSel: Honey Fox O
LOOK el e GSMA. el 3 e
: &~ S
FT G’ " ' S L c lls’ MCC 7,I}gond(iumpma'ﬂ"
.\- Arkonﬂ[m.q FINANCIAL TIMES liXir’ Ph‘vnovq H management NS B
striags usqvarm
. . o
_kimrobinson E;im.! f“g!“ _EE _SE_ Paypal altlma o -
7 Z ¢ ( Lenovo.
BordBh s S, B - o ¢
Irish Foed Board e en e i e WORLD TRADS P, areting atorensn =
ORGANIZATION D?;mi?ﬁl:‘n: .
' R e ; o . y :
Al E}/ INTER RHONE —JN sopexd @btrop & tEnzEmaLe %m@ JCDecaux Humanscale|. BOON EDAM ¢ FATTACA andgepomt Panasonic
=y ==
OQ . ) A
GMO vaze g @ i Mm@ e Z v 4
Opticas CHEERS
3 @ = mustela  LVMH DaifY =NEE 1do 7
e  SEAPOINT K=YRUS ~ warema ~ Muses  LVMH nustain GIEIIY® <ENZS  Ermenegildo Zegna
PESMEL G e Your Lavy at Work
© 2020 DAXUE CONSULTING |I|I .
daxueconsulting 5

ALL RIGHTS RESERVED



A recognized expertise on the Chinese market

Regularly featured and quoted in global publications
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https://www.nytimes.com/2017/08/23/world/asia/china-museums-virtual-tour-live-streaming.html?smid=tw-nytimesworld&smtyp=cur%20on%20est%20cites%20dedans
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CHINA
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OVERVIEW OF COVID-19
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China is now recovering from the COVID-19 epidemic

o COVID-19 is a new infectious disease caused by a virus called coronavirus. This disease was first reported in Wuhan,
China, on December 31, 2019.

o After several months, the coronavirus was under control in China thanks to all the efforts of the Chinese people.

Timeline of the COVID-19 epidemic in China
(Jan. 17 — May 24)

Existing Existing
@
Number of people W:gb- 11 . Feb. 23 cases suspected
nam
60,000 201 9-n(§oveas The number of newly confirmed
AL cases nationwide (except Hubei
SARS-CoV-2 and
disease called dropped to 11 cases. 25 regions
COVID-19 have no new cases. Mar. 16
13 provinces and regions have
Il confirmed cases cleared
40,000 Mar. 11 a : ol
Jan.12 In Hubei, the number of newly and fche resumpt.lon rate of life May 24
WHO named Feb. 17 confirmed cases dropped to 8 service companies across the 31 provinces and Xinjiang
the new 9 528 confirmed reducing to one digit for the first country exceeds 60% Production and Construction Corps
coronavirus cases have been time. reported 11 newly confl‘rjme(:] cases
all imported). No new deaths and
thhat c%useq reported nationwide, ( rlmoew su)spected cases
20C t evspr'] e and 58,097 existing ADr. 8 '
'201; ag E\lls cases have reached Wuh plr.'ﬂ dit
-nto the highest peak. unhan fitted its
lockdown

\k‘—ﬁou—o $—8%—8—6—0—0—0—0¢

.17 117 1.23 1.29 204 210 216 222 228 3.05 311 317 3.23 3.29 404 410 416 422 428 5.04| 510 5.16 5.24

Mar. 23
Jan. 23 14 provinces and autonomous regions announced May 7
Wuhan the time when students return to school. Students in All the medium and high risk areas
lockdown Qinghai, Xinjiang, Yunnan have returned to school. across the country were all “cleared"
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COVID-19'S IMPACT ON CONSUMER
BEHAVIOR IN CHINA




Main activities of Chinese while at home

In addition to daily household duties like cooking, childcare and pet care, Chinese people spend more time on information
acquisition as well as investment. The end of the outbreak could give way for consumers’ growing reliance on social media
and APPs for information and an increase in financial awareness.

What activities Chinese did more of during the epidemic

89% 87%

82%
77%

72%

61%
55%

35%
29%

23%
18%

Cooking Housework Looking after  Sleeping Information Pet care Investment Learning Entertainment Exercise & Others
children acquisition fitness

Epidemic Consumer Behavior Attitude Impact and Trend Survey on 710,000 respondents, Mainland China, February 2020
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Female consumers spent more time improving quality of life at home

o Interms of online entertainment, female respondents spent more time on social media than online shopping. However, they were
still willing to take time on personal beauty when staying at home.

o Apart from epidemic-related topics, the respondents paid more attention to health care and life style information in contrast to
shopping related topics.

Online Activities

Offline Activities

What online entertainment do women

spent time on?

(% of female respondents)

Social meci | <o

Learning

series & shows

Short video

Mobile game

Live stream

Shopping

© 2020 DAXUE CONSULTING
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What information were women

interested in during the coronavirus?
(% of female respondents)

COVID-19 related
Business & finance
Health care

Life style

shopping & promotion
Fashion trends

Luxury brand

New products

I :: 5%
B 30.3%

B 20.2%

B 27 2%

B 22%

B 55%

| 3.7%

| 3.0%

ihl .
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Proportion of women's time spent on

offline entertainment
(% of female respondents)

A
%’\H @l

Beauty

@@

For offline entertainment, female
respondents mainly spent time on art,
watching TV, and doing beauty at home
(make-up/facial mask).

Epidemic Consumer Behavior Attitude Impact and Trend Survey
on 10,000 respondents, Mainland China, February 2020
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COVID-19 has a great impact on Chinese consumer behavior

o During the coronavirus, Chinese consumers increased awareness on cleaning. With most time at home, people consumed
more household cleaning products. On the other side, a large number of respondents cut their consumption on beauty

products.

o In order to avoid outdoor activities, e-commerce platforms had become the most welcomed shopping channels. However,
due to a high demand for fresh food, many women chose offline markets for groceries.

What Chinese consumed more of during the

coronavirus
(% of respondents)

ﬁé e o 9 ﬁ{f\ ‘@2) Ja@
Personal Fresh Home
Makeup Skincare Snacks  Alcohol Care Food Cleaning
53%
43%
36% Consume
259, 30% 27% more
B l I l
21%
0 %
31% 30% 29% 27% 25 Consume
I
44% M&S COVID-19 China Consumer Pulse Survey on 1,250 respondents on Mar 20-23, 2020 ess

© 2020 DAXUE CONSULTING
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Women'’s preferred shopping channels

during the coronavirus
(% of female respondents)

E-commerce _ 62.9%
supermarket ||| G 2.7

Delivery _ 36.2% Q 1
Wet Market || 20.9%

Shopping Mall - 19.1% l’.

Supermarket App - 17.4%

oy 4
Convenience Store 3%
- 16.3% Epidemic Consumer Behavior
Attitude Impact and Trend
. Survey on 10,000 respondents,
Social E-commerce [l 12.2% Wiainlond China, Febraary 2020
13



How COVID-19 inhibited consumption in China

According to a survey conducted by China Renaissance, 50% of respondents decreased their expenditure during the coronavirus.

Changes on expenditures during COVID-19 and reasons

Less social & impulse consumption | 5

No demand
Less basic demands G -
Limited shopping service || GGG 24
o Limited supply & ,
No access to preferred activities ||| |GG 36

reduced demand

[N

Have to postpone plans || GGG 25%

+
n -
Lower spending due to worries about the outbreak [[INNNENGGEN 25% Reduced consumer ‘
Product prices increased, will wait to purchase o confidence
s, — e +
¢ o -

Epidemic Consumer Behavior Attitude Survey on 1,000 respondents, Mainland China, February 2020

14
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Chinese state of mind during the epidemic

In their own words, they feel: How Chinese feel about the impact of the Coronavirus

RESPONSlBILITY A bit Pessimistic
CHALLENGE Debpication sessimisitic 2%

COMPASSION 11%

CHAOT'C DEPRESSED
ENTUSIASMUNITY ‘

DIGNITY

Optimistic

SAD NERVOUS 03%
INSPIRATION LovE
ENERGY

ihl .
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What's on Chinese minds during the epidemic

o The coronavirus crisis had changed Chinese people’s views on consumption and attitude towards health.
o Online surfing and cooking are the activities most chosen by Chinese online users during the self-quarantine period.

BITXRER, HABTRE
EEULEE,

The epidemic let me know
the importance of health.

KEXRERE/NRIER, HENE. TR
EZi N[22 7 e

| read novels and watch TV series everyday
at home to kill time. Also, | spend a lot of

. time playing with my child.

iR B Rl R RIFRIRRITTT .

Cooking is the best way to Kkill
time during the self-quarantine.

BIEEERTRNREENER: ASAZE
HEEEEIL T .

The most important change brought by

-~ o COVID-19 is that people are getting closer to
fmfj_:ﬁ%?ﬁﬂﬂﬁ '_ftlﬁ'_, L\/UEZ:%’E?%E Ce each other.

| have nowhere to spend money during the

quarantine. After the coronavirus, | want to

treat myself better.

#IEScgetFitZge #Get new skills at home
E’g?kﬁgﬂiﬁmiiﬁﬁ%ﬁﬁ’ﬂiﬁﬁfim@o POREELL - :t g ﬁﬂg )
HFRTHRECHMEER, R I5ER/GFIE.. #After the coronavirus, | want to...
The biggest change is my consumption concept.
The e||:]>cidemic has taught me to save money for #_"E"'rtg"@m,ﬂwgy/'ﬂ] ZHow to kill ime at home
myself.
HE 2T T1IILENE2 #Perceptions changed by the epidemic

HOKB IS LB R A IEFE #What did you learn from the coronavirus

Source: Sample of Weibo & Xiaohongshu Posts | 2020 | CN
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THE BEAUTY SECTOR IN CHINA

BEFORE THE COVID-19 OUTBREAK




The beauty sector in China developed steadily before COVID-19

o Inthe past five years, the beauty sector in China had shown a steady increase. China had become the world’s second
largest beauty market in 2019.

o Before the COVID-19 outbreak, the sales of skincare products had taken more than half of the beauty market in China.

Total retail sales of the beauty sector in China Sales of major beauty categories in China
(in RMB billions, 2015-2019) (%, 2079)
mmm Total Retail Sales o-CAGR

— 350 16.0%
S 13 5% 299.2 . ~
= 300 2718 14.0%
2 2514 12.0%
= 250 2222 2 11.7% 12 6%
c 204.9 4 10.0%
=200 o
3 39 8.0% 2
S 150 ° S Skincare,
= 6.0% 54%
£ 100 4.0%
5_3 . (o)
S 50 2.0%

0 0.0%

2015 2016 2017 2018 2019

Note: Retailers with annual sales of more than 5 million are included in calculation

© 2020 DAXUE CONSULTING
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Three key trends in China’s beauty market before COVID-19

Before the COVID-19 outbreak, China's beauty sector growth was in high end segments, social-commerce, and domestic brands.

O

High-end segment grew faster

Although mass brands still take major
part in the market, the high-end segment
was estimated to grow fastest in the next
few years.

)

Popularity of social e-commerce on
therise

Social e-commerce was increasingly
welcomed by both sellers and buyers. The
social attributes and sharable character
make it more friendly for beauty brands.

1

Rising preference for domestic
brands

Chinese domestic beauty brands were
gaining popularity in the past few years.
They had been estimated to gain more
market share in the future.

Beauty market segment in China Social Tradtional Cumulative share of Chinese
e-commerce e-commerce . . .
brands in Top 20 list in the beauty
GMV growth o o ket
Hiah-end rate 110% 16% marke
'9 18% 2079 (% 2019)
brands 0 (2019)
Purchase 14.1%
o (o)
Mid-high-end conversionrate 0%-10% 0.4% 12.4%
brands @ (2019) 14.2%
Purchase conversion rate on 7.6%
Youzan* platform 9.1%
Mass
o s
18-23E _ .
9 ) NI N INC IV SN
2018 2023E @ 13% 7% DS O S S

* ; _ . .
Source: Euromonitor, data.jimedia.cr, 360 cosmetics Youzan is a 3rd party WeChat e-commerce platforms in China
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GENERAL IMPACT OF COVID-19 ON

THE BEAUTY SECTOR IN CHINA




COVID-19 had a strong impact on the beauty market in the short-term

o During the coronavirus outbreak, retail sales of beauty products in China dropped from 299 billion RMB in December 2019
to 37 billion RMB in the first two months in 2020. High-end brands were more affected than mass brands.

o COVID-19 has different degrees of impact on different categories in the beauty market. The epidemic had a more negative
impact on cosmetics than skincare products, while personal care products were gaining more popularity in this period.

Sales on Tmall during 2020 CNY
(Jan. — Feb. 2020)

High-end
@ Cosmetics
Y 40%

Beauty sector got less attention from the public

Cosmetics

¥ 30%

- Social media
- . -++| Engagement
s~ conversation e,
(o) (¢)
-36% -52%
© 2020 DAXUE CONSULTING Source: [iMedia Research, chyxx.com, CITIC Securities; Qingyan
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Predicted impact of the coronavirus on different

beauty categories
Beauty
Cosmetics Skincare Personal care|
L .
Cosmetics
Lipstick Eye makeu,
p 4 P Around 50%
of the
Foundation respondents
Skincare stopped using
Sunscreen Mask Basic skincare cos.m Siise
during the
coronavirus
Personal care ety Consumer
Bathing Cleaning Anti-virus Behavior Survey on
Mainland China,
February 2020
Negative Positive
19

ihl .
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Sales of beauty products decreased during COVID-19

o Online commerce events were also affected during the coronavirus outbreak. The sales performance of beauty products
on Tmall and Taobao decreased by around 40% in January 2020 compared with the same time in 2019.

o Normally, shopping festivals on Tmall and Taobao might help to boost sales. The beauty industry suffered because the
COVID-19 outbreak covered two commercial highlights of this year (CNY and Valentine's day).

Sales of beauty products on Taobao & Tmall by category am Sales of beauty products in 2019 CNY
(million unit, Jan. 20179 vs. Jan. 2020)

5.9

3.0

-49%

Personal care

© 2020 DAXUE CONSULTING
ALL RIGHTS RESERVED

m Jan. 2019 Jan. 2020

2.6
1.6

-38%

Cosmetics

5.1
3.3
2.3
1.3
-35% -43%
Hair care & dying Skincare

2019 promotion on Tmall

ﬁ 2.7 Billion RMB
4O Jan. 13 - Jan. 17in 2020

o In 2020, promotion activities on Tmall on

2020 CNY and Valentine's day were all canceled.

1.6

0.8 Growth
-50%| " rate AT

Beauty device o\ E//*xp

daxu:e!gpnsulting 22



COVID-19 impeded beauty consumption in China

o Beauty consumption in China was greatly impacted by the epidemic. The purchase activities of beauty consumers were
limited by lockdown and suspended services.

o Most respondents think COVID-19 has a negative impact on their shopping experience.

Chinese beauty consumer behavior during the Beauty consumers’ perception of purchase
coronavirus experience during COVID-19

g Succefully
purchased

17% Low efficiency of logistics _ 82%
No purchase
Sold out, '“te“§'°” Unable to shop in physical
@ unable to buy 40% stores, affect shopping _ 60%
12% ﬁ experience

No impact 6%

Stores closed,

@ unable to buy
31%

Beauty Consumer Behavior Survey on 1,000 respondents, Mainland China, February 2020

23
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MAJOR CHANGES IN THE BEAUTY

SECTOR IN CHINA




Change 1: Skincare products are gaining popularity

o The cosmetics’ sales volume in China declined by 29.9% in February this year compared with the same period last year.
But it is gradually recovering. During the outbreak, people consumed and talked more about skincare products than
cosmetics. Also, Chinese citizens showed more passion for discussing and sharing their skincare experience at home.

o Due to the damage from wearing face masks for a long time, “skin repair” functions had became a hot keyword among

Chinese beauty consumers.
Sales volume on Alibaba
(YoY growth rate, Feb — April, 2020)
Feb. mMar. mApr.

18.1% 221% 1519,

/ 11.9% .
= L]

Co ics Skincare
-9.5%

-29.9%
Sector awareness on Alibaba
owned platforms

MEQIE u:j_f

Cosmetics Skincare
Views +4.6% +64.1%
Addtocart -13.0% +10.9%

Note: Compared with last 30 days data

© 2020 DAXUE CONSULTING Source: SCMP; sycm.taobao.com, Alimama.com
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< opic: Skincare
e Eaexperience at

FERIFIFIFRR, iEi}F‘Hii@f

2737 A85 - 2805.6 H XK

2,737 engagement, 28 million views

‘ BAAF B j 3
' ‘i
Essence e B

products User
testing experience on

E body care

LEAZM28R, £H products
BETART |

e = ==
@ zsw i-‘}: W:Q;J B
110 thousand 32 thousand
likes likes

Topics about skincare at home on
Xiaohongshu

ihl .
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Sales of skincare products on

Alibaba’s platforms
(Feb. 2020)

Skincare

=4
)

Skin repair
focused
products

‘ 100%+

Topics related to skincare at home are
popular on social media like XHS.
Especially, products with “skin repair’,
“basic skincare” and “first-aid care”
functions are increasingly needed.

The sales of skin repair focused products
increased by 100% in February 2020. 25




Social listening: Skincare is more important than makeup

o Since the outbreak, people more time at home to do skincare. Some Weibo and Xiaohongshu users said they want to

improve their skin condition and leave a good impression when they go back to work. Some of them ceased to wear
makeup since they wear face masks all the time.

o Chinese netizens express that since wearing face masks for extended periods causes skin problems, it's necessary to
pay more attention to skincare.

BEIERAIL. INEPE, & FHARIRIRE TRk, REEREIEFIESRITIHAIESF
[Py e T, BRI,

| realized my skin condition has | didn’t bring skincare products home (during the new year).
improved since | stopped using After the coronavirus outbreak, | bought some products that
cosmetics and pa|d more attention I've always wanted to try, they feel so fresh.

to skincare at home!

STLSR—XREOENNNT, BRI
After going back to office, | wear face mask for 9 hours
everyday, so | don't need to wear makeup anymore.

H#E PR #Skincare at home

#E Stk #Bodycare at home
#E5 % #Makeup at home

#EBiE Ham #Favorite items on vacation
#10Z5E #Pretty up secretly
#EERREIE(EE #Skin repair

#[]E s #Acne caused by masks

SRS EHAEY, HTEREER, REEEER
HIBSYEAFIF IR, BiFthiiEER,

Summer is coming. | want to do more body care
at home, so that | can show my good shape and
skin in the summer.

By, BAERBERE, XEHERAFREREE,

It's true that wearing masks may hurt our skin, so

) choosing right skincare products becomes very
IMIH important.

Source: Sample of Weibo & Xiaohongshu Posts | 2020 | CN
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Change 2: ‘Sensitive skin’ draws more attention

As a result of wearing facemasks and frequently using disinfectants, many Chinese are finding they have sensitive skin, and
desiring products that can help with their sensitivity. Brand messages even include ‘repairs damage from face masks'.

Sensitive skin & face masks CAUTHERVALE g . Avéneis a French skincare s o
/ \ ; ; repair
Avene x brand focusing on : ==
¢ GEEETRE . \\ ( I ]( M\; > sensitive skin ’ ; SOS{%E*E Crea“mqu

1@1:F“DEH§’ Repairs damage

from wearing

Tips about how

to respond to Sales volume of Avéne on Taobao T masks
sensitive skin (thousand unit, Jan. — May 17 2020) =
= e
: ‘ - All products  m Thermal Spring Water ° "’""% <
18 IR 1| For sensitive skin: - = |
' > 216.9 i
caused by o~ j
wearing masks —— e
RATHRSURAN O EAG... For sensitive skin
Posts about sensitive skin & masks 144.4 WWNHERE HIEME SEERC
on Xiaohongshu
100.6 915 The poster of Avéne's star product on Taobao
On Xiaohongshu, there are over 672 '
10.,000 notes related to sensitive 44.7 The sales of Avéne on Tmall
skin & face masks. Many users - 28.1 195 increased fast during the epidemic,
shared their experience of taking 2 i - . 1 and reached the peak in March,
care of sensitive skin during the ' which is the high time of the
epidemic. January February March April May coronavirus outbreak.
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Social listening: Increasing demand on anti-irritating products

The coronavirus outbreak has lead to an increasing demand for products with anti-irritating and soothing properties.

TR EE R, AREREIOR, N ——
FHASITIRRE, s o 2 B Sl L T o SRR

My skin is already sensitive. During the epidemic,
my cheeks had a reaction to the distorted lifestyle
at home. So now, my top priority is to repair the

It's too hard for someone with sensitive skin like
me in the epidemic. All the area covered by face
mask has had an allergic reaction. Should | save

skin barrier. my face or my life...
e
O SELEAEHEUVRANAIA S LINFE, Ty "
Wearing a face mask makes the situation even HERIEH T BB HRIBRVSURANL, XEENIFA. 1 :
worse for people with sensitive skin. Avene has saved my sensitive skin in the

epidemic and the spring. It's cheap but effective.

rriﬁﬁlﬁlﬁy.jrgnnﬁﬁ?ﬁﬂjTTﬁnn,
Xﬂzﬁﬂlmﬂﬂﬂﬂﬁﬁﬁxﬂiz_ i,
B IF IR

During the coronavirus, many

#EOHIAEEIE #Don't worry about sensitive skin
brands have introduced new . . . . .
products, which are good at | HZ |S8Y/EY )l #Sensitive skin during the epidemic
soothing the skin. They are also g4

refreshing and are easy to absorb. ’ , #ﬂgf/ﬂﬂﬁﬁﬂg #Repair skin barrier
A | #ERFCENEH] #Save your sensitive skin

#[]E [ #Skin damage from face masks

Source: Sample of Weibo & Xiaohongshu Posts | 2020 | CN I
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Change 3: Health and safety have become keywords for beauty products

As the society recovers from COVID-19, health and safety are now key concerns of more Chinese people. This will likely
inspire the beauty industry to focus more on products with natural and healthy concepts.

What beauty consumers will care about after the coronavirus
(% of respondents)

AR NN

-l

For most beauty consumers,
after COVID-19, they would only
Q purchase necessities. Apart from

—

47%

the high concern of cost-
performance ratio, Chinese
consumers also prefer beauty
products with eco-friendly and

10%

I

I

I . .

: 12% natural ingredients.
I

I

I

—

Quality Price Natural ingredients |Brand name Personal Preference Other

Note: Jumeili beauty consumer post coronavirus behavior survey on 2722 respondents, Mainland China, February 2020
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Social listening: More focus on ingredients than brand name

After the coronavirus outbreak, Weibo and Xiaohongshu users attached more importance to environmental protection and
health related issues. They are more willing to do research on products and ingredients. Also, they are more likely to choose
eco-friendly products with natural ingredients.

®i5E, EENTEARER
RIP, MRENLGER, RiEENX
g, EEREERE—AL
After the coronavirus, we should
care more about protecting the
environment. | will put health in
the top position and care less
about material possessions.

ZH T RIEZEEFRRMA R TEE
MRS 5, AT ILEREISLA
BIFARAMCERTR R,

After the COVID-19 outbreak, | prefer
natural ingredients of skincare
products to well-known brands. |
enjoy doing research on ingredients.

FRTERS ERARPRER/VOERE L,
AR A EISEH,

It's always necessary to pay
attention to face care products.
More natural, more reliable.

R IEIa i #Environmental protection
after COVID-19

HIPIRRE 2 52 #Natural ingredients lover
#AAASA G #Natural and organic
HEHERETT #Herbal extracts

30

RIAEVZB D P BRESEA]
RIABENET:, NWEREFL.
The essence extracted from
plants and herbs are nutritious

and beneficial for our skin.
I

Source: Sample of Weibo & Xiaohongshu Posts | 2020 | CN
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Change 4: Beauty brands are stepping into the disinfection sector

o Since Chinese consumers have an increased awareness of personal hygiene, disinfection products are expected to
continue growth after the epidemic.

o By seeing business opportunities on disinfection products, beauty brands stretched their category and started to produce
hand sanitizers.

Due to the high demand for\
disinfection products, beauty

Sales growth of disinfection
g brands including CHANDO (H

roducts on Tmall s
p(t/'mes 2020 C\Y) 5= / _ — SRE), One Leaf (—MF) and
g ] | | Geo skincare (HFGZi%) had

2020 V.S. 2019

\\\‘fi v‘:v'f‘:l Tae S
)(53:7 m;J ILI?EL
[

started to produce and sell

Hand sanitizer hand sanitizers.

GINZA TOKYO

.
@ oo —— 3 S lCHggﬁNﬁDO Az SHUEIDO

Skin disinfection _ X21 L

AM75%(vIv)

e TRENOTN

Sprng b
Py

The sales of disinfection products increased significantly Sper o

during the 2020 Chinese New Year. —

miﬂ
%@ 0
4H§§>
%‘ Z
om 3

SNLOTNOS

(3
&
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Social listening: Portable sanitizers are seen as a necessity

o Disinfection products are now becoming necessities. Weibo and Xiaohongshu users think they would keep using
sanitizers during and after the epidemic.

o The hand sanitizer produced by Chinese beauty brand CHANDO got positive feedback from the public.

HN I FRIB R RS RA TR OIS REREI LSS ETET! & S YT
AT, RINEES, G - ethE. (R ALe, = NEK Rk Gk F RAR
. L . - f&FEIREEM!
LJFh.mF s?.mtlzersdar?[ th\(/avmor?t plert'Cal & Disinfection wipes are really useful. | use
pIrsoltnec(:atcolgrnsslrvoesugu?ingihse ou 666 them when picking up packages, using
coronavirus outbreak. b ,_..&\ -~ public facilities, and doing housework.
A T
£®
G B! 0! FEERERE, QB8
o ZHESE—, RS, FESE.
o Certainly a necessity! Everyone should
p have a disposable hand sanitizer in their
@ bag no matter what. It’s really useful

and convenient.

EREEEATREN. FSES, T - A - - .
e LA TEE T B AR ARG #Personal protection during COVID-19

3 ATHSY 4 I o o o .
o o er s pretty, HEISBHRIFY #Favorite disinfection products
portable, and useful. As a beauty brand, it QK= 5, XA oo
can prevent virus as well as satisfy needs #glﬁfilﬁ/ﬂ!/l; #Haﬂd sanitizer test
. ki : . e e
HETSREE 3BT #CHANDO sanitizer

Source: Sample of Weibo & Xiaohongshu Posts | 2020 | CN
© 2020 DAXUE CONSULTING

il . 32
ALL RIGHTS RESERVED daxuﬁeggnsultmg



Change 5: DIY hairdressing is trending

o Since most hair salons suspended service during the coronavirus outbreak, more people started to do hairdressing by
themselves at home. Hence, hair dying products and related topics were gaining popularity.

o Some beauty brands adapted to this new trend fast, and promoted their hairdressing products.

Sales on Tmall m

YoY growth rate of hair dye
products on Tmall
(March 2020)
Search o
Q volume  “ 62%
‘ ¥ ’ Sales A 84%

o0

q

Purchases 4 83%

© 2020 DAXUE CONSULTING Source: Tmall; Xiaohongshu, Weibo
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{ o =xx% Dying hair athome »

el R AR

21

MR ® HiEY

I

How to wash, cut,
and dry hair at

home
: BR—PATE, .
Dying hair; 5. pELERS!
BRELR -01 7H
home without e EEd
fading BARIRDIYIRKR

_

exRRE | FEfE % | DIY halrdy|
EREERRE § =
‘U SIS 1.7h

Topics related to hair dying at
home on XHS

ihl .
daxueconsulting

,' Hairdressing products are mentioned more on social :
I media platforms than before. Internet users in China ,
! showed great interest in learning how they can cut, dye 1
|
/

\ and style their own hair.
\ -
LT TTTTETEETT RN
s > @ ) - \
& [ Inearly March, L'OREAL
3-5 from 1% weibo.com 7 .
sEMIER RREP BRI, =% - collaborated with Tmall 1
LEBM K FFA! ERNFRERE NE to promote their hair :
P R, —HIETI, BNERE
ReLmESTH. £, n4sem, 5z |\ care products. In I
WiE—IREIE! He7iEET getx €M |1 addition to meeting the |
XHME SRESE ! rising demand of :
. ‘  hairdressing at home, it |
Get L’OREAL hair oiland make |! also servedasa :
your hair smooth at home. : women'’s day I
| SH R \ promotion on Tmall. !
N\ /
N e e e e e e e e e e T d

L’OREAL hairdressing’s post on Weibo
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Social listening: DIY hairdressing is highly-accepted

o Because of the strict quarantine rules during the coronavirus outbreak, people had to do hairdressing at home
o Most Weibo and Xiaohongshu users are happy to try cutting their own hair and are satisfied with the process.

BB RR, RREFMELRITEARES, REZET, NN X

| really want to buy a hair conditioner recently. | laid at home everyday, E’%ﬁﬂlﬂ%%ﬁiﬁ, BffF.

my hair is poorly knotted, and the quality has deteriorated. We did the haircut at home by
ourselves during self-isolation
period. So great!

FxRE CHRATIE 7 5001
B, ERIRKER TN,
Dying hair at home saves
me 500 yuan. It is easy
and fun to do that.

SEHRIFRIERER, BRTEER—ERZE.
BEARTIMELREEARE, ERBCHR
7. BRERE!

| had planned to dye hair before the Chinese
new year. But | didn't go because of the
epidemic. | couldn’t stand the color of my hair,
so | dye it by myself at home. It looks great!
ERFAIPRRTEN SRR
A=E=ET!

I'm so happy to use hair
conditioner and scrub cream
when taking a bath at home!

H#EZFHP& #Hair care at home
H#ESH AL #Dying hair at home
: #DIYZZ #DIY hairdressing
HIEFET S HAE #Fun challenges to do at home

Source: Sample of Weibo & Xiaohongshu Posts | 2020 | CN Il 34
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Change 6: Rising demand for doing SPA treatment and massages at home

o As SPAs and massage parlors suspended service during the pandemic, people showed great interest in trying to do
massages by themselves at home.

o Topics about doing SPA treatments, like foot soaks and massages at home are trending on social media platforms.
Meanwhile, the sales of related products surged compared to that in last year.

Sales of massage chairs on Tmall and Taobao _
Tutorials on DIY

\
- I
(million RMB) [ |
T , | | massages was popular !
| 570 , onsocial media :
519 ! ! ' !
I : Topic: How to get a perfect 4,: pl?;]c.orrlns.durmg.thde I
I I jawline by massaging \ SEIHISo ation period. /
399 : | yourself ST -
e 1 300 .
297 | ! Ll L [ A i
| I T ISR EE 32 5%
. . 116.2 thousand WQtsoONs REE&K
+29.9% +10.6% : : Favorites
January February I I NG T IE B oY <TZXSPA | IKAREE2(45H, |
L | | ERRIGH ¥ 45/214,HFR ¥ 99/4
m 2019 = 2020 s T T ETmmEE \\ =

By learning consumers’ -1 i
need on DIY massagesand =exTitle: SPA at home

spas, Watsons included

o The sales of massage chairs on Taobao and Tmall
increased a lot during the coronavirus, especially in March.

© 2020 DAXUE CONSULTING

o From January to March in this year, the sales of household
neck massagers on Tmall also ballooned by 1,930%
compare with the same time period in last year.

Source: Robodata, Tmall; WeChat
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e

Vd

these keywords into the
title of their promotion
posts.

ihl .
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Views (Apr. 27 - May 6)
@ 96 thousand
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Social listening: Netizens perceive SPAs and massages as a health necessity

Chinese users on Weibo and Xiaohongshu are more aware of health issues due to the epidemic. They believe massages
might enhance the immune system, so they try to do body treatment and massages at home.

BORIBRIREEE TE—XEMET, ZEERAYNH.
| went to the massage parlor the second day after it opened again. From then on, |
went there every week.

T4 L—4 323

— S RE ST, WEEERE
215 i R, ERIBE : IEHAERBR. K. ;
IREERNOS M RE KRBT Espa. ﬁ%gﬁﬁ%}ﬁ;ﬁ%
| have paid more attention to health because jj&ki%?.,

of the epidemic. Currently, the situation is
getting better, | prefer to visit SPA and outbreak | drink tea. do

- . . massage parlors with my best friends
REFREATH 7, REBEOIGF], HLT ins‘ceadgofp oing to resta)lljrants massages and.foot t_>aths at
— ATEEAEERM, MRS going : home. It's crucial to improve
It's too boring to stay at home. The sauna the immune system through
hasn't opened yet, so | bought a steaming box health maintenance.
and did SPA at home. It's really cost-effective!

During the coronavirus

BREEILRINE—RIFEINE: SIRE
During the quarantine, | have added one more
criteria for selecting a spouse: good at
massages.

H#EFIL/E #Massage at home
#E3¢SPA #home SPA
IG5 ZSPA # SPA treatmentafter COVID-19

| ' #F=LE #Healthcare

Source: Sample of Weibo & Xiaohongshu Posts | 2020 | CN
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Change 7: Live streaming is ballooning under lockdown

o Live streaming has become increasingly popular in the last few years as more consumers attach more importance to
immersive experiences and personalized recommendations.

o The epidemic stimulated the dramatic growth of live streaming and made KOLs more important than ever. This trend can
also be seen in the beauty sector.

@ Taobao live streaming “lipstick queen” Li Ji(%qi’s/ii\ég ;;)reaming on Taobao
arc

(February-March 2020)

As of February 18th, the monthly number of live
streaming events on Taobao ballooned by 110% year-on-
year. In March, the beauty sector attracted over 294
billion viewers.

Douyin live streaming > Cerez;l ;lrains
(February 2020) b

The number of live streaming hosts and broadcaster Drinks
rooms in the beauty sector soared by 71%. and 107% 7%
respectively compared with the number in January.

. . . Snacks _
Kuaishou live streaming 13% ‘ Cosmetics
(April 2020) 17%

In April, Kuaishou held its first live streaming carnival which ; % Average No. of viewers T Average sales volume

includes 7 live streaming events. The sales revenue of the o
beauty sector reached 500 million on April 18th. 3.92 million T 854 thousand
37

Other
18%

Skincare,

38%
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Social listening: Netizens enjoy beauty-related live-streaming

Chinese online users spent more time on watching live streaming during the epidemic. They consider live streaming as a

cost-effective path to purchase products. Also, KOLs' description and testing of beauty products during the live streaming
give them a sense of authenticity.

BXINOTAMERRRI OO e AR —!
The color of the lipstick | bought is almost same as the
color tested on live streaming!

R EREEE M
5, MM&LE, ERREA
. EREEmESEIRE!
Beauty products sold in Li
Jiagi‘s live broadcast room
are reliable. The price is
reasonable. The most
important thing is that the
gifts are amazing!

OLAY | *gesses

ERHBIAIT RAOEIRE REZEID BTN

EER. MEHENR
B, RIEEXREIN
HEETSREM A
New things to do at
home — watch live

(EIHX B S m/TE R mEb MU IR, taOa, FEEsii, streaming. Li Jiaqi is
EXMAFE, SREENNERL, XERRRFESEEER, TLURE really a devil. Now, |
NHEF R SEASE, must know what he
Jiaqi does research on all products he sells, especially beauty products. For sells everyday...
example, when selling lipsticks, he would say, wow, this is a very lovely apple
s D red. At that time, you will have image in your mind, so you can decide
. aww whether to buy or not intuitively. ElGlEE #Beauty bloggers
H#E 5 E Bl #Watch live streaming at home
RS RE—HFAENSE. FIESama—RRE, NEEAN . e . )
BEREWLETEE, JHE N AERHEE CAlTibiL. #EA(EIEEEE #Li Jiagi's live streaming room
| think doing makeup is very difficult. But Sam teaches the audience . o .
everything in his live streaming, and let everyone knows how to do #Eﬁ/ﬂjﬂg #Recommendations from KOLs on

keup. . .
e live streaming
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Change 8: Private traffic is now in the spotlight

o Since the coronavirus outbreak, private traffic has gained more attention from the public than before. More people are
more eager to understand private traffic.

o Beauty brands present great passion for learning how to leverage private traffic. Some beauty brands in China
transformed their business model quickly in the epidemic and started to put efforts into private traffic marketing.

. . . | 3y Cloris Land is an Australian
Baidu index “Private Traffic” § ﬂ%@% brand which entered China

(Nov. 12019 — May 1 2020) ClorisLand in 2011.

DingTalk community went online on
February 25, aiming at building
community and private traffic pool.

Cloris Land's mini, program live streaming

A

The three months following the outbreak cos e 1
. : : 3 oy S 91
EBJIRZERN Jumeili's social o Jumeili initiated a social marketing online § Srocim, 4 Sy LA - il
Su L c L marketing summit summit on April 28th. The summit discussed . . .
M 325 52 ) gy 2= A how beauty brands in China could leverage - !Durlng‘the coronavirus, .C|OI’IS Land directed
R E W Rk private traffic and social marketing to gain traffic its offline stores to sell in the WeChat
= S . ‘ and increase conversion rates. § community and mini-program live streaming.
BIRAERNLA o The online summit had attracted more than o From March 6 to 8, 1,057 stores joined in the
7,000 registers within 6 days. § live streaming sales event, the sales reached

6.3 million RMB.

© 2020 DAXUE CONSULTING Source: Baidu index; Jumeili; Kejixing il . 39
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Social listening: Online users hold different views on private traffic

Everyone is trying to do private traffic and sell in communities during the epidemic. Some online users think it's cost-effective
and convenient. However, others think it's annoying to see so many ads in WeChat moments and receive thousands of

messages in WeChat groups.

B IR OB T SRR T A TE SR @ e A .
Eﬁi&gl %%%ﬁ%%ﬁ*j{ﬁﬁo ‘ . TG%EE"LEE"JhﬂnEiE@XE}%)L, /D\}lﬂ .:.%Z:ﬁﬁ

My mom'’s friend, who owns a clothing store, had to sell
goods on WeChat group recently because she couldn'’t
resume work during the epidemic. To her surprise, the
sales volume has soared!

FIBEEENTE/INE R BHAEE T a A SRR T,
IMsEE, X810,

During the epidemic, the retail store that my mom often
visited started to sell in WeChat groups. They provided
favorable price, as well as delivery service.

RIS/ VERRS T —iK

AREY, WHETHALLES, L
| was attracted to two lipsticks

when | tried AR makeup on L'Oreal’s

WeChat mini-program.

© 2020 DAXUE CONSULTING
ALL RIGHTS RESERVED

e m, BNAEEXT!

There are lots of shills (“4&JL,” who publicly _(9__
helps an organization without disclosing that

they have a close relationship with the ® e (D
organization) in Perfect Dairy’s WeChat group.

They only care about marketing rather than $

products itself. | will never repurchase it!

Do s
RERNIPREIRIRHE, &Rz 2
[EFAISF A BT 7, FARE
B7iE 7 ERRIIZmAY, FART!
| had added few WeChat merchants
before. However, during the
epidemic, many of my friends have
started WeChat business. Now my
WeChat moment is filled with sales
posts of goods like cosmetics. So
annoying!

#i4 #WeChat business
#FALL7E #Private traffic
##13SBE #Social e-commerce
#LZSEHH #Social media marketing
#TEFSELT #Sell in community

daxu:e!gpnsulting 40



Change 9: More emphasis on eye makeup

o Since lips and much of cheeks are covered while wearing a mask, eye makeup products received more attention than
before. Sales of eye makeup products on Alibaba’s platforms in March increased by 81% compared to that of February.

“Mask makeup (H Z:t%)” had become a hot topic among Chinese beauty consumers. The new trend helped brands and
KOLs find new ways to communicate with consumers.

Public awareness of eye makeup Topic: Mask makeup is necessary ~ Live stream mask makeup
products on Alibaba’s platforms forottdooRactyities tutorial on Taobao
(growth rate, Feb. 2020) ' ; #O BTN E#

Views1.11Z Discuss5.2/ #1%>

| 5, I
¢ : > View Search O Favorites ‘ —
volume volume ALL  Views: 110 million

"~ Discussion: 52 thousand

o S5 Wl 1w =, TRF
A 8.6% A 3.1% A 41 % uﬁll . I!J;Z;E& MBI TR e 24

Note: Compared with the number in last 30 days

Top

o During the coronavirus, Chinese beauty consumers showed more & e
passion for viewing and buying eye makeup than before. '?a 217 from iPhone 11

o Topics related to mask makeup went popular on social media HO BRI E#O BRBERT @ SRR
during the 2020 Chinese New Year. HIRN AR

o On Weibo, the topic related to mask makeup had attracted over
110 million views and 52 thousand discussions. On Xiaohongshu,

there are over 20 thousand notes that teach people how to do S :
“mask makeup.” Popular Mask Makeup Tutorial

u v
24 thousand views |

20K iblen
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Social listening: Eye makeup is key for elegant women in the epidemic

Weibo and Xiaohongshu users think eye makeup is key for staying charming while wearing face masks. Also, eye makeup
products are used more often than lipstick.

KU, EOE 2 [FERIBENFA!
When | wear a mask, | only do eye
makeup. It made me look much prettier!

© 2020 DAXUE CONSULTING
ALL RIGHTS RESERVED

OS2 EHEBELRE. REERIIORM
BF, BT, ZReRURII.

When we wear face masks, only eyes can be
seen. In order to be charming, eye makeup is
really important.

AasibEIAE E, BBOLORETRIMAS,
The color of lipstick stained my face mask. |
wasted two face masks due to this issue.

ihl .
daxueconsulting

BRWENE, BEELRN
WH—EEEE. KRB
THIEBRLRIR T Balr,
Although we need to wear
mask, | still need to stay
elegant. | do eye makeup and
apply sunscreen on the part
above eyes.

e =LA EART.
Lipsticks seem useless
while wearing masks.

#[]BEBARK #Mask makeup with
charming eye makeup

#[JEEF& #Half-face makeup

#IHI LI SR #Elegant eye makeup
when wear face mask

#H ST/ #Makeup for going out
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Change 10: Rising position of elderly consumers

o During the self-isolation period, the elderly spent more time with their children. Therefore, their lifestyle and consumption
behavior have been affected by young generations.

o The proportion of elderly beauty consumers grew fast. Brands are aware of this trend and have put more effort to

attracting elderly consumers.

Internet use of different age groups
(March, 2020)

MAU
1 17
(million) o3 °
Monthly
average time 153 162
spentonline ... ., .o 0000
(hours per
capita)

o In March 2020, the monthly internet users
increased by 15.71 million compared with
that in 2019.

o The number of elderly groups over 41 years
old took about 61% of internet users in
March 2020. Also, elderly groups spent
more time online than before. The gap with

younger generations is shrinking.

© 2020 DAXUE CONSULTING
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Proportion of users over 41 on Kuaishou

@ 41% gy 10.3%
in Dec. 2018 in 2020 CNY
Proportion of top100 products sold
in live streaming on Kuaishou
(%, Jan. 27 — Feb. 2, 2020)

53%

16% 11% 11%
[ ] ] -

Skincare Personal care Cosmetics | Accessories

o The number of elderly users on Kuaishou
kept increasing in the last few years.

o As beauty products were the most promoted
items on Kuaishou during the coronavirus,
brands sell on the platform might see

business opportunities for elderly consumers.

ihl .
daxueconsulting

YoY growth rate of cosmetics

consumers over 50 on JD
(Jan. 23 — Mar. 20, 2020)

¥

A

JD.COM SRR
£ %9 #

BRSEHE 75 HRALE © @XE T X
Top hero 72 .
productpage .. Poster of top anti-
inL Oreal’s aging product
Tmall store W
. TOPEm
o — BESR —
Anti-aging _,
products are listed a m .
, "-
on the tOp 2t w5 LR

During the coronavirus, L'Oreal shifted
their major marketing effort from

cosmetics to anti-aging products.
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Social listening: Senior people are now more exposed to beauty

o Senior citizens are more exposed to fresh things like live streaming, online shopping, skincare, and hairdressing by
spending long time with the young generation. Also, they are willing to accept and learn new trends.

o Some Xiaohongshu and Weibo users share their first experience of doing skincare and makeup for the elderly.

IOV FHABEHETIOUAT, ARM TR L, BEHEIRS SORETIBRR, BRI

23 BT, DERSHRASERERE,

My mother is so stylish that she started watching videos from | dyed my mother’s hair for the first KEIESKEREX S

beauty bloggers again. She still keeps learning during the epidemic. time. Although the process was FThK, FHBIRF
very tedious, fortunately, the final T—RSE TN ERRL,
result was good. My parents dyed each

others’ hair today. After
that my mom put
pieces of cucumber on
her face to do skincare.

EisHAE, REERATNEE
FKLARGBRELA..

My parents have become online
shopping experts and Douyin
masters during the epidemic...

R 5 & REEREI ©

#HBEAELE #Fight against aging
Eﬁ'ﬁ‘m?ﬁﬁﬁi A%Eg;pﬂggjﬁﬁig = #ﬁ[—ﬁ/ﬁﬁ'@ﬁ!ﬁc‘ﬂ% 7 #When you feel/ your
CHCEEEIEIEM, HEBB R, /
We shouldn’t forget trg do skincare while pafents are geﬂlng Old
tayi ith family at h during th I %, 1
spns b ow ey ibomedens e AEISHITETIAL #Changes of parents during the
together everyday. ep/demlc
HESESITIII 1% #Do makeup for grandma at home
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Change 11: Purchasing more items at one time

During the lockdown period, Chinese consumers tended to purchase more items at once, despite having no promotions.

Purchase volume of cosmetics in one time
(in Feb. 2020)

Before the outbreak m During the outbreak
70%
58%
42%
17%
13%
0% +346%
One item at one time Buy same item in bulk  Several different items at
during sale once

Note: Beauty Consumer Behavior Survey on 1,000 respondents, Mainland China, February 2020

© 2020 DAXUE CONSULTING Source: Qingyan ihil .
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Skincare products stored by users on
Xiaohongshu during the epidemic

Because of the panic caused by COVID-19, many
Chinese consumers chose to buy large number of
goods at one time. According to the survey of
Qingyan, this trend also had influence beauty
products.




Social listening: People stock pile beauty products before crisis

As a part of panic buying, many online users on Weibo and Xiaohongshu stocked up on beauty products, and they think it's

necessary and meaningful.

stocked up more.

T RIFBRER

everything, including some skincare products.

EIBHAEER, BUFFPERAORdIR, RIMRS
FERmERRE T, BRigR/UERELR!
When | wanted to take care of my skin at
home during the epidemic, | found that many
of my skincare products were used up. | really
regret not stocking up them a few weeks ago!

ZEFRBEMNFIR! FBRERBFE TIXAA, RIFREEER
Stocking up skincare products is a good habit! | didn’t expect the
epidemic to last so long, but, fortunately, | have enough in stock.

© 2020 DAXUE CONSULTING
ALL RIGHTS RESERVED

Source: Sample of Weibo & Xiaohongshu Posts | 2020 | CN Il
1 o
daxueconsulting

AEHMENRELE, FIBEHEEFRRAEA, HETES,
| have always loved to stock up goods. During the epidemic, |
worried that my skincare products were not enough, so |

ZKEOREBEFEREZERK, TAMER—L, thPEF

After the epidemic, | lack a sense of safety. | tend to stock up

H#E L5, 5EE #Stock list
HES LT #Who is the king of stockpile
HESHPIEICR #Record of skincare at home

UK 15N E T1HEEREE: #Perceptions
changed by the epidemic
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The impact of COVID-19 on Lin Qingxuan

Lin Qingxuan, a Chinese home grown beauty brand, was severely affected by the coronavirus epidemic.

Lin Qingxuan #4545t

~
I

A

forest cabin

o Lin Qingxuanis an
original beauty brand
established in Shanghai,
China.

o Since its establishment
in 2003, Lin Qingxuan
has been committed to
producing safe and
natural beauty products
with traditional Chinese
herbs.

© 2020 DAXUE CONSULTING
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=) Suspended service
& (during 2020 CNY)
Sales Staff Stores
v 90% 2,000+ ~50%
YoY temporarily offline stores
unemployed shut down

Lost over 10 million RMB
as of January 31 2020

ihil .
daxueconsulting

We have over T million RMB in %_' \

expenditure everyday,

including salaries and rent. / Sun J\L;Ilél thun
have roughly calculated that rhglc 70 of Lin
the cash flow on book can Qingcuan
only maintain 2-months
operation, then we would
basically go bankrupt.
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Lin Qingxuan’s responses and performance in the epidemic

o Lin Qingxuan had made a quick response to the coronavirus crisis in early February. The brand adapted to the situation
quickly and put the main effort into promoting its skin repair products. Live streaming and private traffic are the main

sales channels during this period.
o Baidu index shows Lin Qingxuan has successfully improved its brand awareness by taking quick adaptation.

Baidu index “Lin Qingxuan”

. Sun Laichun, (January 30 — March 31, 2020)
The sales of Lin the CEO of Lin
Qingxuan still Qin L
: : gxuan, led a Lin Qingxuan launched a .
increased even if Taobao live topic about “skin repair” to Lin Qingxuan
all the offline streamon promote its skincare became the top
stores in Wuhan Valentine’s Day products seller (1:\1’ gaobao

were closed

i

——
i YoY Growth rate of sales i i YoY Growth rate of online sales
i all stores in Wuhan all stores in China =::: =§ March 1 - March 8 A 513%
| Feb.1 . 234.2% Feb.1-Feb.15 . 45% . T | y
Feb.2 . 182.8% Feb.1-Feb.29 .4 120%
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Response 1: Meet consumers’ demand on skin repair products

As people paid more attention to skincare and skin repair during the coronavirus outbreak, Lin Qingxuan made more an effort
to promote its skincare, especially skin repair products like the camellia oil.

Poster of Lin Qingxuan camellia oil

MR 1 LR TR
\&: :@ %? 1@1 E jj Magic power
1E AR & FE BV R 2R on repair

RRELHISMBRM AR BA000WMLLEA BT
Won 35 global beauty awards

Over 4,000 recommendations from KOLS
Repair the skin damaged by

wearing masks

o Lin Qingxuan is a pioneer in using Chinese herbs, and camellia oil
is the star product.

o During the epidemic, it laid more emphasize on the skin repair
function in their communication with consumers. Also, it referred
more to repairing skin damage caused by wearing masks for a
long time.

© 2020 DAXUE CONSULTING Source: Weibo, ELLE
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Promotion of Lin Qingxuan camellia oil on Weibo

e VuBF LIZRIEIFER @ Lin Qingxuan camellia skincare
“®  3-6 from iEMLA Edited
HETOZE, MBUREE, ODOSWEHKER, A
FRENTCIE MR, M%HUJ%TESI‘E]H%?W#W%R?& mask is off vou
RE, BEEEH, WOKESE © O Y
B2, RBHEE, X Charming# y
ﬂﬂ,iIEH}Lﬂ%}iﬁ‘e%ﬂ{TiU! TSR, b With Lin Qingxuan camellia oil,
AJEEME @ OB ILRTEIRAXIZ  you don't need to worry about
IS 2 HMEIF1F the damage brought by wearing
masks for long time. The
camellia oil can protect and

repair your skin effectively with
only three drops a day.

@ 8.7 thousand views

||ﬁ 19.4 thousand likes
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Response 2: From offline to online

Since offline stores suspended service during the coronavirus, Lin Qingxuan transferred their offline business to online
channels on February 1, the very beginning of the epidemic.

Proportion of online and offline business Sales of Lin Qingxuan in Top KOLS’ live streaming
Before the epidemic During the epidemic e re e .
P i Li Jiaqi Weiya
: 20 thousand 17 thousand
(in 5 seconds, on (in 3 seconds, on
— , March 8 Feb. 22
SO ) jine ’ arch &) eb. 22)

99% ]
Online
[

2020

1,600 shopping advisors and 400 corporate employees
€0, resumed work at home using DingTalk

On 2020 Valentine's Day, Sun
Laichun, the CEO of Lin Qingxuan,
sold products in person on Taobao
live.

}x 60 thousand views

9 400 thousand sales

o1

Collaborated with Taobao live, and attracted 3,567
new members in one day

Trained shopping advisors online to do live-
m streaming on Taobao

Most shopping advisors started selling products on
Taobao live.

© 2020 DAXUE CONSULTING Source: Tianxia Wangshang, Taobao, Spring Wise
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Response 3: Expansion of private traffic marketing

Lin Qingxuan has begun to build its private traffic pool on WeChat in 2018. Due to the coronavirus, Lin Qingxuan started to
expand its private traffic pool from WeChat to Taobao with the collaboration with DingTalk. This helped Lin Qingxuan
transfer rich public traffic from Taobao into private traffic which can be managed by the brand on DingTalk.

Before

During

© 2020 DAXUE CONSULTING
ALL RIGHTS RESERVED

Lin Qingxuan’s private traffic marketing during COVID-19

Lin Qingxuan’s shopping
advisors attracted new
members to add customer

Q-0

service's WeChat account and WeChat Mini-program
invited them to enter a group group
chat.

-

Lin Qingxuan started to use
DingTalk to manage their
public traffic on Taobao, and
transfer the traffic into private
traffic.

Q~0Q

DingTalk Taobao

Source: Roland Berger; C2CC media I|I| .
daxueconsulting

Live streaming on WeChat

On April 2nd, Lin Qingxuan launched a live
stream on the WeChat mini-program. Customer
groups connected by over 2,000 advisors on
WeChat had become valuable traffic at that time.

o i}‘;umemx

T @ 310

views thousand

® ¥200
amy thousand

RIS ERTF: WAFRTRTET

Sun Laichun (the right one) in
WeChat live streaming
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Social listening: Lin Qingxuan is becoming hot in the epidemic

Lin Qingxuan'’s quick response helped it increase awareness and get a good reputation. Their products fit market needs well
during the epidemic. Many Weibo and Xiaohongshu users have left positive comments on their products.

PR E RS TIXNERRE, FENEHME TR,

RE— RN EFERNIPT, BEEHkE Li Jiagi recommended the camellia oil last time in live
EBLIVMSITESIE, BETHERXOZK, streaming. | thought the price is reasonable, so | bough the
| am a nurse in Wuhan Tongji Hospital. trial pack.

After the epidemic, | want to go to the Lin
Qingxuan offline store in Wuhan to repair
the skin damage caused by wearing
masks.

HRIJLKE TFIRENIHIE, FERNILE
;%%%E}EETM%H, KSR T —
: EO

| saw the news of Sun Laichun a few
days ago. Last night, Li Jiaqi
recommended the camellia oil again, so

* 5 4

forest cabin | bought one quickly.
WEHEIEEFA! BRETILXRE, : :
1o ER AR T 5 #El1% #Live streaming
! btpde s . .
Lin Qingxuan’s product is so #wﬁmﬂ #Camellia oif
effective! | have used it for several S
days, and the acne issue caused by #5&};7 #LJ J/aq/

wearing masks has recovered a lot!

— #3557 #Domestic brands are rising
#ER LR TE T B#Lin Qingxuan camellia oil
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CONCLUSION & SUGGESTIONS




Seek opportunity in the short-term (1/2)

Seek opportunity in live streaming and private traffic

The new way of marketing is welcomed by Chinese beauty consumers. In the post-COVID-19 period, brands should keep working on live
streaming and private traffic marketing, and integrate them well with overall digital marketing ecosystem and offline business. However,

brands should avoid over-marketing, which would annoy consumers and hurt brand image.

v Highlight the active ingredient in communication content

Ingredient is now becoming one of the top concerns among Chinese beauty consumers. Brands should try to highlight the active ingredient
and its function when communicating with consumers. This might make the communication content more reliable and leave a deep

impression on the audience members

@ Lay more emphasis on eye makeup and eye contour products

Chinese beauty consumers will pay more attention to eye makeup products they still wear face masks outside. It would be great for brands

to work with KOLs to further stimulate consumers’ purchase desire.

Keep eye on pent-up demand
Since almost all stores suspended service during the lockdown period, the consumption demand on massages and hairdressing was

repressed, it would be an opportunity for these stores to capture the growth after the epidemic. Brands should find a way to reach

consumers in time and try to retain them in the future.
© 2020 DAXUE CONSULTING 55
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Seek opportunity in the short-term (2/2)

% Focus on function

o The elderly group of beauty consumers is expanding, especially during the coronavirus. This trend will continue in the short-term in future.
So, beauty brands should make an effort to promote the products with anti-aging functions.

o Since Chinese people still wear face masks every day, skin problems brought by face masks will continue to be a concern. The skin repair
products will keep demand in the next few months. Brands can highlight the repair function of the skincare products in the marketing

message.

Give more exposure to highly cost-effective products

Since the consumer confidence in China has been affected by the epidemic, brands would benefit from laying more emphasis on promoting

highly cost-effective products, and take actions to stimulate purchase desire. In other words, aiming at small profits but quick turnover.

@ Sell in combo and offer benefits wisely

Based on beauty consumers’ bulk purchase behavior during the epidemic, it would be worth for brands thinking about how to persuade
consumers to buy more than one item at one time. It can be meaningful to sell products in combo and offer bigger discount if people buy
more.
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