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HomeFacial Pro: a Chinese skin care brand focusing on ingredients

o Founded in 2014, HomeFacial Pro (HFP) is a Chinese skin care brand focused on ingredients and has own laboratory backed up
by experts from large International groups.

o The sales of HFP ranking in the beauty industry in 2018, among brands like Estee Lauder and L'Oreal are also on the list.
o The sales reached over in an hour in 2018 Double 11 shopping festival.
Founded in Guangzhou Launched on Trmall OfflClgIIy announced pop star Awarded by Tmall two
Wang Yibo as brand ambassador
Dec. 2015 2017 2018
Dec. 2014 Aug. 2016 Aug. 2018 Nov. 2019
Collaborated with Sales exceeded Sales exceeded

Japanese laboratories
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HomeFacial Pro: Minimalist packaging for a down-to-earth image

o O

HomeFacial Pro is professional skincare that can be used at home.
The brand slogan is "awaken skin through ingredients”

o More targeted and simplified skincare solutions for the younger generation.

o

Minimalism black and white design.

o On the back of the product packaging, the product R&D chemist's signature and quote are printed, which tells the
inspiration and story of product development.
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Signature of the product R&D chemist
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Strategy 1: Targeting skintellectuals B¢4-5% (1/2)

is a special group of customers who pay attention and conduct extensive research on ingredients and product
formulations before purchasing skincare and beauty products. HomeFacial Pro specifically targets this group of customers. The
accurate brand positioning helped HFP stand out from the beginning and gained a group of loyal customers.

What do Gen-Z women from tier 1 & 2 cities in China care

the most when purchased skincare products?
(Online survey of CBNData x Robis target Gen Z in 2020, N=546 )

The ratio of Gen-Z women who study skincare products

before consumption at tier 1 & 2 cities in China
(Online survey of CBNData x Robis target Gen Z in 2020, N=581 )

No, 6%
G Product functions and effects Gen Z= people
between 22-26
years old
a Safety of the product’s Ingredient
a If the products are suitable for their skin Yes, 94%

What and Where do skintellectuals search product information?

An app with 2 million+ @

1.09 M views on

“how to understand the products’ ingredient lists -4
s”l:?r:s:rlgntfolcljitc?;]" + MAU reached 1 million 2.6 million searching 80K searching results 30Kk searching results on
on er)ﬂhu as of Jan. 2019 results on “Ingredients” on “Skintellectuals” “Skintellectuals skin care”
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Strategy 1: Targeting skintellectuals 7% (2/2)

o HFP names it flagship serum products after organic molecules, for Top 10 most used ingredients in beauty products in China
instance, Oligopeptide serum (ZEJ &%) and Nicotinamide serum (4 (in 2020)
ftpz = %). Other products are named in the “molecule + function”
form. 01 Nicotinamide (whitening)
0 The benefit of this naming method is that it removes the guesswork o o
- . 02 Vitamin E acetate (antioxidant)
so sophisticated consumers can fathom what exactly are they buying.
. L. . . . 03 Sodium hyaluronate (hydrating)
Top selling products and major ingredients included in the products
Product Name: 5 Product Name: 04 Retinol palmitate (cell renewal)
‘ Oligopeptide Essence Marigold Toner .
132 = 05 Squalane (glowing)
ii] Ingredients: Ingredients: , o ,
Oligopeptide’ Niacinamide Marigold, Sodium hyaluronate 06 Retinal (anti-aging, anti-acne)
07 Salicylic acid (exfoliate)
Product Name: - Product Name: — 08 Allantoin (cell renewal)
Oligosaccharides Emulsion N Lactobionic acid E
anti-black spots mask : 09 Vitamin E (antioxidant)
Ingredients: ;! | | s,
O!lqosaccharldes, In-gre-dlen’Fs: - 10 Dipotassium Glycyrrhizinate (anti-inflammatory)
Sodium hyaluronate Lactobionic acid, == ==
Allantoin
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Strategy 2: Grow with the emerging social platforms (1/2)

Released many articles on WeChat during
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Commercial posts*
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o WeChat official accounts were created in 2012. The years 2016 to
2018 was the golden age of WeChat Official Accounts - a lot of

content creators produced high quality content, yet there were few
brands on WeChat.

o HFP seized the opportunity. In 2016 HFP worked with content

creators and released posts.

o HFP was growing along with WeChat and gained a large group of

initial customers.

The number of cooperated articles
in the golden age of WeChat official accounts

2016 Worked with the earliest WeChat bloggers and
published articles on their WeChat accounts.

Covered more famous WeChat bloggers and released
articles.

2018 Created it's own content on WeChat, aside from blogger
collaborations, released WeChat articles in total.

* Commercial posts: HomeFacial Pro pays for the popular WeChat content creators to post cooperated

articles

© 2021 DAXUE CONSULTING — DOUBLE V CONSULTING

ALL RIGHTS RESERVED

daxueconsulting Double V. ;

Training & Consultancy



Strategy 2: Grow with the emerging social platforms (2/2)

HFP created official account on

<

‘EHHI) HomeFacialPro
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Xiaohongshu in 2018
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Started to work on product seeding
with KOL/KOC to create
Word-of-mouth
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o In 2018, when social commerce platform Xiaohongshu just
started to get popular, HFP launched flagship store and official
account on it and started to work on product seeding with
KOL/KOC to create word-of-mouth.

o HFP also produced a lot of trendy content with latest hot topics.

Follow trendy contents
ral bl @ w e ”wazy CD wFm

£ e Miya I§LFE5_

XD rtevnfocair: NANERN 4 00 |

FERMBT G EEMABMELTLR) o % e

BEAMRBY 21

Cooperated with celebrity Wang
Feifei who became popular in TV
variety show in 2020

RORFR-REENR FrPERERN X
TR
Mello AR, KA Mg

Use popular concept in the topic -
skintellectuals
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Strategy 3: Tapping into the idol fan economy (1/2)

o For other brands, celebrity collaborations are general: shooting advertising videos, live streaming and inviting the celebrity to the
live streaming room or recording short videos with celebrities. All of the activities are online, as a result, the effect of celebrities

would be limited

o In contrast to most brands, HFP also hosts offline fans meeting campaign, celebrity's birthday parties and sends out gifts with the

brand ambassador Wang Yibo's signatures to customers.

Strategies of other brands

Live streaming Collaborative videos Brand advertising videos
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Strategies of HomeFacial Pro

Offline new products press
conference

Send postcard with a celebrity’s

signature to customers as gift
I

Celebrity’s birthday party
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Strategy 3: Tapping into the idol fan economy (2/2)

Signed Wang Yibo as sp

okesman
12:52+ W T == LY

o HFP signed a with Wang Yibo in 2018 as
spokesman of its signature serum line, which helped HFP gain a
large group of young female customers.

< homefacialpro

o The brand went further to produce merchandise for Wang Yibo's
fans, which integrated the brand’s physical features with Wang
Yibo's interests, leverage fans' economy to the fullest extent.

The total number of share, comments and likes brought

. ! ‘
Ry by Wang Yibo on different social platforms (million,
Jan.2020 - Sep.2020)
2500
o 000 The peak is in April because of the
campaign with hashtag #Wallpaper
1500 design and HFP & Wang Yibo
neka
2= » 1000 e
SUNK HERBRREE! S balaET G //
E—#hfpd QMR RN =EnR 500
Tag “Wang Yibo"” in Weibo posts n
0
cau (e AL oo N o Jan. 2020 Feb. 2020 Mar. 2020 Apr. 2020 May. 2020 Jun. 2020 Jul. 2020 Aug. 2020 Sep. 2020
Tag “Wang Yibo" in Xiaohongshu posts —— WeChat Weibo emmmmRED
I : e
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Problems: Products don't live up to premium image & relies too much on celebrities
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The ratio of the best selling product’s
comments on Tmall:

Positive comments : Negative comments

9 : 8

4

EINNA =0

Wang Yibo only signed 3-year contracts,

what will happen after 3 years?

111
daxueconsulting

Although HFP specifically targets “Skintellectuals” and
positions the brand as a professional skincare brand,
HFP's products are not strong enough, over half of its
products are priced under 200RMB, while the premium
line is priced at about 400RMB. Its claimed products
effects have not been totally proven.

If HFP cannot go deeper into the product research &
development, it will be hard for the brand to maintain the
professional brand image and convince customers in the
future.

The brand is putting itself in a passive situation. Relying
too much on the celebrity and fans will not benefit the
brand in the long-term

It can also be risky if the celebrity has negative news one
day. Or if the brand does something wrong to annoy the
fans.
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C-beauty industry
overview
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The beauty sector in China developed steadily in recent years

o China had become in 2019. The sales of skincare products accounted for more than
half of the beauty market in China.
o The beauty market was hit hard by COVID-19, but quickly recovered, annual beauty sales only slightly decreased

Total retail sales of the beauty sector in China Market share of major beauty categories in
(in RMB billions, 2015-2020) China by sales
(2019)
mmm Total Retail Sales CAGR
350 16% _
Cosmetics,
13.5% 299.2 14% [VALUE]
300 °
271.8
251.4 12%
250 - 11.7% 2.6%
204.9 8.8% 197.6 10%
200 :
Skincare,
8.3% 8% Other, [VALUE] [VALUE]
150
6%
100
4%
50 2%
0 0%
2015 2016 2017 2018 2019 Jan-Aug.2020
© 20271 DAXUE CONSULTING — DOUBLE V CONSULTING lll I ® D Ouble \f 1 2
ALL RIGHTS RESERVED *
daxueconSUItlng Training & Consultancy



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

0 Due to COVID-19, cosmetics’ sales volume in China

in February 2020 compared with the same period in 2019. However

it had recovered by April. During the outbreak, people consumed and talked more about skincare products than cosmetics.
products received more attention than before. “Mask

makeup (IJ E:t%)” had become a hot topic among Chinese beauty consumers. The new trend helped brands and KOLs find new ways to

o Since lips and much of cheeks are covered while wearing a mask,

communicate with consumers.

Growth rate of cosmetics and skincare products

sales on Alibaba
(YoY growth rate, Feb — April, 2020)

February March = April

(o)

22.1%
18.1% 18.1%

11.9%

Cosmetics Skincare
-9.5%

-29.9%
Topics related to skincare at home are popular on social media

n o u

like XHS. Especially, products with “skin repair”, “basic skincare”
and “first-aid care” functions are increasingly needed.
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Topic: Mask makeup is necessary

for outdoor activities
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Popular Mask Makeup Tutorial
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| 24 thousand views
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Live stream mask makeup

tutorial on Taobao
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COVID-19 brought out a beauty e-commerce battlefield

o COVID-19 caused beauty sales to move from offline to online channels as consumers were hesitant to visit offline stores.
o Additionally, foreign brands’ sales declined dramatically in their home countries, thus they doubled-down on Chinese e-commerce

platforms.

JD Luxury Gala e

In 2020, 1,600 brands
participated in the JD

8 oo 1) o iR

12.18

ES5EREEMNERE

1600
i 5 5% 0 2 0 P L 48 ' The average turnover for
100.. the quarter increased by
PR S from last year.
WEE30XB DR AN
205
BIXRHPEILmcE
180
S Jusoxme 7 The number of first-time
B 5 LA _L 098 58 : buyers increased by
YoY.
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JD Black Friday Shopping Season

Luxury shopping festival.

daxueconsulting

20th-29th November 2020 - JD.COM

In 2020, the sales of self-
care products on JD Black
Friday (27™ Nov) increased
50% YoY.

RELZREENEEmEEx S0%
mEsme 180%

“din €D a'»

a»
op1_- b e N T

Compared to 2019, the total
180% | sales of the 10-days

TOP2: st * shopping season grew 180%.

TOP3: wmsstsms &ms

The three most popular
e brands in the self-care
category were foreign brands
ot \/ Kao, Shiseido and Ryo.
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COVID-19 brought out a beauty e-commerce battlefield

o COVID-19 caused beauty sales to move from offline to online channels as consumers were hesitant to visit offline stores.
o Additionally, foreign brands’ sales declined dramatically in their home countries, thus they doubled-down on Chinese e-commerce
platforms.

JD Luxury Gala sl JD Black Friday Shopping Season
= JD.COM

.. . In 2020, the sales of self-care products
1 '600 lﬂfg[z)od)’i?o:r:?,ndisnpafz's?iszfed n 50%  on JD Black Friday (27t Nov) increased
brands Y Shopping ‘ 50% YoY.
20X The average turnover for the quarter +1 800/ Compared to 2019, the total sales of the
°

increased by from last year. 10-days shopping season grew 180%.

The number of first-time buvers The three most popular brands in the
+180% y self-care category were foreign brands

increased by Yoy. ’S} Kao, Shiseido and Ryo.

© 2021 DAXUE CONSULTING — DOUBLE V CONSULTING lll I ®
ALL RIGHTS RESERVED daxueconSUItlng Double Vt 15

Training & Consultancy



Live streaming and private traffic: Two key beauty market strategies

0 is increasingly popular due to the interactive experience, China’s live streaming revenue has more than doubled
from 2019 to 2020 (from 438 billion RMB to 961 billion RMB).

o Chinese beauty brands have a talent in leveraging private traffic. Some brands transformed their business model quickly in the
heat of the pandemic, and embraced

Pehchaolin’s private traffic campaign “lipstick queen” Li Jiagi's live streaming on Taobao
(March 2020) (March 2020)
Other, 18% :
‘ e o Pehchaolin launched ' Skgn;;re'
O senes — a campaign and new
products on WeChat ,_
A SO T y store and mini- grgﬁlrsea;%
0! EHE R TIF10#L program for 2020 |
—— o °d Women's Day.
A e ﬂ o The campaign and Drinks, 7%
il o ' products were co-

branded with a

E! . popular Internet .
Il i drama- “Legend of Snacks, 13% g Cosmetics,
Fei”. It brought huge 17%
private traffic for the Average No. of viewers Average sales volume
brand on WeChat. ;% o ad
3.92 million T 854 thousand
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Who we are

Your Market Research Company in China

. Covered Tier-1 cities
A Covered Tier-2 cities

. Covered Tier-3 (and below) cities
We are daxue consulting: +

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

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

BEUJING, CHINA

Room 726, Building 1, 40
Dongzhong Road,

Dongcheng District

« Employing 40+ full-time consultants
« Full, complete, national coverage

« Efficient and reliable fieldwork execution across China

ki

- Using our expertise to draw precise, reliable AF e #+ :“ANCE':)AAf"fG';')':‘_A (“:addOfﬁce)
recommendations ‘é’ A oom 504, 768 Aetu Road,
+ . Huangpu District
« With key accounts from around the world + i
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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

Daxue latest quotations in recent publications

Ehe New Hork Times YA TECHINASIA

LETEMPS WSBSNEWS ASIA WEEKLY

EXTRY N

FT FINANCIAL

TIMES Thye @i Post {.% REUTERS
guardian @nel e Nonde
]
L%Edtw:ﬁ. THOUGHTFUL zvgnlﬂN\lle
TechNode CONDE NAST VATECHINASIA
| CHINADAILY | o
I —
G oot F()rbes ns
Voci¥¥ Clobali J DN LOBS
“h South China TECH
/gbter'BS Morning Post |u N[:é o
World
[HE JORDAN TIMES 25 Jing Daily H?r?g?ark
A | Street Chef
k)h: nivellement par le haut —m— —_— j Entreprise

ISRAELCENEIA

ACHANNEL NEWSASIA

Los Angeles Times

~algemeiner | @
BOF
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Who we are

- Your Insider into China market

Insightful

We keep you up with the
fast changing market

China Market Insider

© 2021 DAXUE CONSULTING — DOUBLE V CONSULTING
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Specialized

Niche platforms such
as Xiaohongshu &

B?bili

Professional

We customize your market
entry, e-commerce, & branding
strategy

Millennials & Gen Z

100+ Brands Served

Double V.
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Localized

We have offices operating
in both Hong Kong and
Shenzhen

Since 2017
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How we can help you?

- Your Insider into China market

TRAINING

We offer online courses
and workshops through
CHINADbIle Academy, an
affiliate of Double V.
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https://www.chinableacademy.com/
https://www.chinableacademy.com/
https://www.chinableacademy.com/

Brands we have worked with

- Your Insider into China market
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