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Respondent Analysis

» This survey has received 3,460 valid responses, including 1,425 brands owners/ suppliers, 955
distributors and 1,080 retailers.

» 88% of the responses are from business owners/suppliers and senior management.
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Respondents’ Scale of Business

* 17% of interviewed companies’ sales revenue is more than RMB 100 million.
* Among them, 27% are brand owners/suppliers, 2% are distributors, 8% are retailers.
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Overall Business
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Child Baby Maternity Products Industry Confidence Index 2018

* Most of the industry players remain very confident about the industry.

» 76% of the respondents displayed high confidence about the industry. This result is 3% higher than
2017.

Low confidence 0-3 Points I 1%
ch ¢ T
e e
CHILDREN BABY -MATERNITY EXPO ... ...
CHINA | _
China Baby Products Industry Report 2018 by CBME China 5 UBM




2017 Actual Growth of the Industry (Sales Revenue)

» 59% of surveyed companies had over 20% increase in sales revenue.
» 82% has sales revenue increases in different percentages.
» Compared with 2016, the two proportion has increased by 5% and 4% respectively.
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2017 Actual Growth of the Industry (Sales Revenue, by nature of business)
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Expected Growth in 2018

* 87% expects growth in sales revenue.

» 66% of surveyed companies think they will have over 20% sales revenue growth. The 2018 expected
growth is better than 2017 actual revenue.
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Industry Supply Chain
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Factors Considered by Distributors and Retailers when Choosing

Brand Owners/Suppliers to Work with

* In 2018, Quality is still the most important factor in the whole industry.

« “After sales service” is again a very important factor for distributors and retailers, but not ranked
important by brand owners/ supplier.
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Factors Considered by Brand Owners/Suppliers and Retailers
when Choosing Distributors to Work with

« “Cooperation Model” and “Team’s capability” are ranked important for all three.
» For the first time, “Team’s capability” and “Support for in-store activities” is ranked important by

retailers.
S Brand Owners/Suppliers Retailers Distributors
an
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Factors Considered by Brand Owners/Suppliers and Distributors
when Choosing Retailers to Work with

“Business Philosophy”, “Cooperation Model” are ranked important by all three.

Brand owners/suppliers value retailers’ “Brand awareness” more than last year.

Retailers think “Team’s capability” should be valued by brand owners/suppliers and distributors.

The factors considered by distributors, the closest partners of retailers is consistent in 2017 and 2018.
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an
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Development Trend
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Trends Forecast for Brand Owners/Suppliers in 2018

The first three trend are new, and is agreed by all
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Trends Forecast for Distributors in 2018
The first three trend is same as last year, and the 4t one is new trend

Compared to profits, it is more likely to choose _ 67%
sustainable brands °
More careful when choosing brands _ 57%
Take more responsibilities for brand promotion and shift _ 50%
to customer service °

|
1 After successful re-construction, some distributors _ 46% 1
1 expand the gap with peers ? |
L------------------------------------------------------I
More distributors focus on single category _ 43%
Third to fifth-tier cities become the focus of development _ 41%
Become a brand owner [ 36%

Doing business in wholesale market is more difficult _ 32%
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Trends Forecast for Retailers in 2018
The first two trends are the same as last year, and the 4" and 5" are new trends

Compared to profits, they are more likely to _ o
choose sustainable brands 48 °f
Seek growth opportunities from non-triditional _ o

category 47%
Multiple store / franchises of baby store will _ 38%
become more popular °
Strengthening of self-branded products _ 30%
Gross profit margin is more valued than the gross _ 26%
profit rate °

Continue being affected by e-commerce stores _ 26%
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Trends of E-commerce in 2018
The trends are similar to last year

Close integration between online and
offline

70.41%

E-commerce will become more

competitive 59.17%

Higher operating and marketing cost 55.69%

More brands will develop e-commerce

channel 50.86%

Slow down of growth of e-commerce 42.01%

33.40% oo

to grow
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Brand Owners/Suppliers Analysis
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Brand Owners/Suppliers Sales Growth 2016-2018

* Between 2016 and 2018, brand owners/suppliers sales continued to grow.

» For 2018 expectations brand owners/suppliers are very optimistic, and nearly 40% of brand owners/
suppliers expect their sales to grow by over 50%.
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“Baby Products Stores” are still the No. 1 Sales Channel
of Brand Owners/Suppliers

Main sales channels of brand owners in 2017 Main sales channels brand owner focus to
expand in 2017-2018
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Brand Owners/Suppliers Sales Trend for Each Channel - 2017
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E-commerce

Specialty stores
Supermarket/Hypermarket
Private online business owners

Department stores

Pharmacies

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%  100%

L]
@ L L
9 08
e e
9 o0
CHILDREN.BABY-MATERNITY EXPO “0ge®°

CHINA _ _
China Baby Products Industry Report 2018 by CBME China 21 UBM




Baby Products Stores’ Contribution
to Brand Owners/Suppliers’ Overall Sales Revenue

* 40% of Brand Owners/Suppliers generate over 50% revenue from “Baby Products Store”.

» There are more non-traditional baby products, which makes the baby products stores have more
choice of categories.
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Distribution Channels Brand Owners/Suppliers Want to

. . Maternity
Maternity . Child, babya_nd clothing, Baby carriages, Food, health care .
. and baby teenager clothing, Service
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Brand Owners/Suppliers’ Future Plan on “Baby Products
Store” Channel
Brand owners/suppliers will further expand cooperation with baby products stores

Increase the cooperation with baby 899
products store 0
Maintain the current situation . 9%

Decrease cooperation with baby 201
products store 0

cnue’ Stop cooperation | 0% o 5
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Baby Products Stores’ Advantage
Brand Owners/Suppliers’ opinion VS Consumers’ opinion
Brand owners/suppliers are learning more and more about the consumers.

Brand owners/suppliers’ opinion Consumers’ opinion

i P N 75% 5%
: A wide variety of products [ 58% 35%
| :
L _piovdereconmendains MO S7% o0 %% ]
Clear product category _ 49% 27%
Good after-sales service [N 48% 18%
Convenience [N 41% 14%
Better environment _ 39% 20%

Easier to return goods _ 38% 17%
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Brand Owners/Suppliers Supply Model to Baby Products Stores

Significant growing trend for brand owners/suppliers to supply goods via distributors

Current Supply Model Future Supply Model

1
: [
I Via alliance |
I 2% I
L ' '

31%

21%
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E-commerce Contributions to Brand Owners/ Suppliers’ Sales Revenue
Similar to Previous Year
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E-commerce Plan of Brand Owners/Suppliers for 2018

78%

18%

4%
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Further enhance no change Reduce input
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E-commerce Channel Advantage
Brands Owners/Suppliers’ VS Consumers view point

Brand owners/suppliers’ opinion Consumers’ opinion

. I
I Can purchase at anytime [N 70% | 29%

Lower price _ 64% 24%
Delivery service _ 58% 30%
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Support Brand Owners/Suppliers Seek
from Distributors and Retailers

Support from distributors Support from retailers
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Preserve brand image 500¢
Collect consumer _ 500 and reputation 0
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Feedback on cooperation Manage market price >3%
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Feedback on
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Speed up payment
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Distributors Analysis
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Distributors Sales Growth 2016-2018

85% of distributors had achieved sales growth in 2017, an increase of 5% over last year.
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No. of Brands Represented by Distributors
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Business Scale of Distributors

No. of whole sale clients they distribute to No. of retail stores they distribute to

e A <o | s
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501-1000 [ 13%
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Distributors’ Plan for the future
d distributi
P ames T T as
20% A

Expand distribution
regions

Expand product categories 19%

Expand brands distributed 16%

Brand adjustment but
remains the same quantity

Maintain current status - 4%
Decrease brands - 0
distributed 3%
came Decrease product . 1% =§ i;
[ 1]
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Distributors’ Plans to Open Retail Stores

42%

36% 37%

29% 29%

27%

Opened already Plan to open No plan
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Sales Contribution of Distributors’ Retail Stores
to Their Overall Sales Revenue

79% of distributors' retail sales accounts for less than 30%, the main business is still agency.

2%

1%

%
3%
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Distributors’ In-house Brand Development

14% of the distributors are developing their own in-house brands, and more distributors whose annual
sales is over 50 million are developing their own in-house brands.

Have distributors created their Have distributors of different business
own in-house brands? scales created their own brands
56%
59%
30% 33% 33% 34%

30%
14%
l B

cnme Yes Planning .F.>Iann|ng ) E: .=

Annual sales revenue < RMB 50 million = Annual sales revenue > RMB 50 million e &
oo
N A
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Distributors’ “In-house Brand” Product Category

o ootwear and accessories I a5
footwear and accessories 0
Baby carriages, car seats and furniture _ 18%
Toys, educational products and _ o
souvenirs 16%
others | 13%
Maternity clothing, underwear and _ 0
accessories 11%
CBbME¢ i 3
Service - 7% Ranking in the 2017 report oo o9
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Contribution of In-house Branded Products
to Distributor’s Overall Sales Revenue

62% distributors' sales of in-house brands accounts for less than 30%
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Contribution of E-commerce to Distributors’ Sales Revenue

42%
38%
26% 26%
13%
11%
0 % 0
7% 7% 6%
I I I = .5% T
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Support Distributors Seek
from Brand Owners/Suppliers and Retailers

Support from brand owners/suppliers Support from retailers

i
Sales and product training _ 76%9:

Feedback on products sales 71% o

|
1 |
. . 0! ' :
y Manage the market price 9% I : Cooperation in promotion and 69% I
I : . display ¢ @ |
l Trade promotions [ es% @) : '
ey gy gy - I Collect consumers' feedback 61% :
63% o Feedback on competitor brands' 60%
: e sales 0
Regional advertising and _ 529 o
. (o]
promotion Preserve brand image and 559, o
. reputation 0
New product trials | 46%
Display and merchandising _ 41% o Manage the market price 51% °
tools 0
Cooperation feedback with brand
Inventory for product W 359 50% ‘,
samples, damaged goods 35% o sales team
Product brochure _ 299, o Payment collection speed 42% o
. Others I 3% Others 2%
ol L)
9 O
CBbME . # &
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Retaller Analysis
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Current Business Scale of Retailers

No. of stores Average area
>200 I3%
>1000 sgm 5%
101~200 I3% 501-1000 0
sqm 4%
e 1
| -
51100 B 2o | 301-500 sqm 9% 4 |
201-300 sgm 12%
11~50 19%
101-200 sgm 26%
5~10 15%
50-100 sgm 32%

° <5 56% -
B P —
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Retallers’ Sales Revenue 2016-2018

* In 2017, 56% of retailers had achieved sales growth of more than 20%, increase of 14% compared to 2016
* In 2018, 58% of retailers expect their sales will increase by more than 20%.

36%036%
29% 28%  28%
24%
20%
16% 16%
14%
. 8%
6% 6%
0 0

3% I 206 2% 1940,
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Retallers’ Gross Profit 2017-2018

* In 2017, 42% of retailers had achieved a gross profit growth of more than 20%.
* In 2018, 46% of retailers expect that the gross profit will increase by more than 20%..
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100% [ 4%

99
50%-99% °

DN 12%
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T 3090
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Baby Product Stores Daily Retail Sales per Square Meter

Reference

General situation of China retail
stores (coverage is not limited to
baby product stores):

* The dally retail sales per square
13% meter of mom-and-pop store is
RMB 40, general convenience
store is RMB 57, and for
Japanese convenience store it is
RMB 78.

* In the United States, the best daily
retail sales per square meter
belongs to the Trader Joe
Supermarket, at US$51

>150
RMB

9%

100~150
RMB

50~100

RMB 45%

<50
RMB

33%

( Daily Retail Sales per Square Meter=(Annual Sales Revenue /sqm)/365 )
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Per Customer Transaction and Re-purchase Rate
of Baby Product Stores

Per customer transaction in 2017 (RMB) Re-purchase rate 2017

>70% 4%

o200 I
L " 5106-70% 20%
171-190 - 6%
o I 1+
o100 I

119%-20% 16%
v I

oo I - aw
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Baby Product Stores Coverage

Franchising is a popular trend in retail, and the percentage of cross-city and cross-province
franchisees are increasing.

7%
72%
0
14% 16% 129%
h -

Single city Cross cities in same province Cross province
2
2017 2018 ..
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Business Type of Retailers

50%
All chain stores
Mainly chain 25%
stores, a few
Half franchised 11%
stores, half chain
Mainly franchised 10%
stores, a few chain
0,

. All franchised 4% & %
CBbME sores [, i 5
(ELDHE_;-'BABV Ium[u&w [x;) 2017 - 2018 ....
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Retailers’ Current Source of Products and Future Plan

Where do they get their products? Future plan on products source

Source from
52% brand 65%
owners/suppliers

Partly direct supply from
brand owners/suppliers

So far all from distributors,

but Ioo_king i_nto direct 5% Source from 160
sourcing with prand alliance 0
owners/suppliers
All from distributors - 18%
0 Source from 19%

distributors

Partly from alliance . 5%
No change 7%
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Display Area of Retail Stores
(Current and Future Plans)

Current display by category Future display by category

Child, baby and teenager
clothing, footwear and cotton

Infant Formula

Maternity and baby care
products

Diaper
Toys, educational products and
souvenirs

Food, health care products and
snacks

Baby carriages, car seats and
furniture

Maternity clothing, underwear
and accessories

Child, baby and teenager
clothing, footwear and...

Maternity and baby care
products

Food, health care products
and snacks

Infant Formula

Toys, educational products
and souvenirs

Maternity clothing,
underwear and accessories

Diaper

Baby carriages, car seats
and furniture
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Sales Revenue of Retailers
(Current and Future Plans)

Top sales by category Potential Top Sales Category

Child, baby and teenager

Infant Formula clothing, footwear and cotton...

Maternity and baby care
products

Maternity and baby care
products

Child, baby and teenager

Food, health care products and
clothing, footwear and...

snacks
Diaper Infant Formula

Food, health care products

and snacks Diaper

Toys, educational products

Toys, educational products and
and souvenirs

souvenirs

Baby carriages, car seats and

Maternity clothing, underwear
furniture

and accessories

Maternity clothing, underwear
and accessories

C H A

I N

Baby carriages, car seats and
furniture

oPe, a H o ° e e ° a
(111l
epe"*
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Gross Profit of Retailers
(Current and Future Plans)

Product category which Contribute Highest Product category which Contribute Highest
Gross Profit Margin (Current) Gross Profit Margin (Forecast)
tothing. actwear ond.. T |
clothing, footwear and... o o Maternity and baby care o o
products

want rormuta [ © ©O
Infant Formula e
e o Food, health care products o o

and snacks

Food, health care products _ .
and snacks o o Child, baby, teenager o o

Maternity and baby care
products

clothing, footwear and...

o o Diaper o o
Diaper - o o Toys, educational products o o

and souvenirs

Maternity clothing :
T aby carriages, car seats and
underwear and accessories . o 03 y 9 o o

Toys, educational products
and souvenirs

furniture
Baby carriages_, car seats I e o Maternity clothing, o o
and furniture underwear and accessories ”
CBME
oo o9
CHILDREN.BABY-MATERNITY EXPO X . ......
c HINA &® Rank in the 2017 report
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Sales Revenue Change by Category in 2017 vs. 2016

mQOver 50% increase m20-50% increase m1-19% increase = No increase mWithin 10% decrease mW.ithin 50% decrease2

Infant Formula

Food, health care products
and snacks

Diaper

Child, baby and teenager
clothing, footwear and cotton
products

Toys, educational products
and souvenirs

Maternity and baby care
products

o

Maternity clothing,
underwear and accessories

Baby carriages, car seats

and furniture S 43% e 8%
cBMeo ... '..
9 00
e oe
9 o

CHILDREN:BABY-MATERNITY EXPO ......

CHINA _ _
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Change in Display Area by Category in 2017 vs. 2016

m Increased

Diaper

Maternity clothing, underwear and accessories

Toys, educational products and souvenirs

Child, baby and teenager clothing, footwear and cotton products

Infant Formula

Maternity and baby care products

Food, health care products and snacks

Baby carriages, car seats and furniture

= No change m Decreased

e e

(1] [ 1]

CHILDREN-BABY-MATERNITY EXPO '.....
CHINA _ _
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Change in Sales Revenue by Category in 2017 Vs. 2016

® Increased = No change = Decreased

Diaper

Maternity clothing, underwear and accessories

Toys, educational products and souvenirs

Child, baby and teenager clothing, footwear and cotton products
Infant Formula

Maternity and baby care products

Food, health care products and snacks

Baby carriages, car seats and furniture

000, ‘ ‘ | ‘ ‘ ‘ ‘
... [ '8
'] o

. o

CbMeE i

[ L

CHILDREN-BABY-MATERNITY EXPO ...
CHINA _ _
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Changes in Gross Revenue by Category in 2017 vs. 2016

m [ncreased

Food, health care products and snacks

Baby carriages, car seats and furniture

Toys, educational products and souvenirs

Maternity clothing, underwear and accessories

Child, baby and teenager clothing, footwear and cotton products

Maternity and baby care products

Diaper

Infant Formula

= No change = Decreased

e e

(1] [ 1]

CHILDREN-BABY-MATERNITY EXPO '.....
CHINA _ _
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Retailers’ Expansion Plan for 2018

Open more chain stores 47%

Optimize stores with no

. . 0
increase in no. of stores 24%

Maintain current situation 18%

Open more franchisees 11%

Decrease store number 1%

CbME

CHILDREN:-BABY-MATERNITY EXPO

C HI N A
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Retailers’ Expansion Plan for 2018

The key to chain stores is still to expand in the current business region, while the expansion trend of
franchisee stores is going downward with regards to expansion to lower-tier cities.

Chain Store Expansion Plans Franchisee Store Expansion Plans

Expand to lower-tiered 0
Expand to the same tier
22% AN 0
- ° o and upper-tier cities 28%
- 20% o Expand in current region 26%

I 5% o Cross province 7%

Rank in the 2017 report
China Baby Products Industry Report 2018 by CBME China

Expand in current region

Expand to lower-tiered
cities

Expand to the same tier
and upper-tier cities

.Cross province

C HINA




Retailers’ In-house Brand Product Development

Have retailers launched in-house ~ Which product category will retailers
brands? develop as in-house brands?
Maternity and baby care products 4

Diaper 37%
| Yes 28% 1
! | 4
e e e e —————————— Child, baby and teenager clothing, 36%
footwear and accessories 0
Service 26%
Planning 249% Milk powder 249% o
Food, health care products and 0
snacks 23% o
Toys, educational products and 0
souvenirs 16% o
- I - oo @
B .
p aby Cam?grerfih?ra; seats and 8% o i
s® ®e
c B ! e S 22
c HIN A Rank in the 2017 report Bl
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Retallers’ Channels of Online Sales

Mobile APP

22% '

No online sales 22%

Website

19%

Cross-border e-commerce

cnme Others
C HI N A
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Contribution of E-commerce Stores to Retailers’ Overall
Sales Revenue

More and more retailers are involved in e-commerce, however, 86% of retailers' e-commerce sales
accounts for less than 20% of overall sales revenue.

42%
35%
33%
25%
0,
20% 19%
6%
405 2% 4%
. by | m N
cBM " 0or haven't 1%-10% 11%-20% 21%-30% 31%-60% 61%-90% 91%-100% ﬁ' ':‘:.'
started w2016 actual m 2017 actual 2
N A . )
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2017 E-commerce Development Plan of Retailers

74% of retailers plan to expand into e-commerce, which is 8% more than previous year.

74%

21%

5%

Further enhance No chance Decrease investment

-
~ @
[ 1]
o0
L1}
CHILDREN -BABY-MATERNITY EXPO
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Support Retailers Seek
from Brand Owners/Suppliers and Distributors

Support from Brand Owners/Suppliers

i

Trade promotion _ 78% o:
i

jSales and product training [ 76% o:

|
:_ After sales service [N 69% e:

Support from distributors

76% OE
730 @

|
|
IManage the market price 66% ol

Trade promition

Sales and product
training

Manage the market price [ 69% o After sales service 64% o
New product trials [ 54% o New product trials 50% o
Regional advertising and Regional advertising and
° events ? _ 53% o events 48% o
Merchandising and displa Merchandising and o
mategr]ia|5 i _ 50% o display materials 45%
Inventory for samples and _ Inventory for samples and o
destroyed goods 46% o destroyed goods 40% o
Product catalogue - 32% o Product catalogue 34% o
cnmeo Others I 3% Others = 2% o 5
s of
c HIN A Rank in the 2017 report %ot
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Non-traditional Baby Products Sales Report

CBME i &

e e

L1 ] [ 1]

CHILDREN-BABY-MATERNITY EXPO ......
CHINA | _

China Baby Products Industry Report 2018 by CBME China 56 UBM



Retail stores’ sale of non-traditional baby products

More and more retail stores pay attention to non-traditional baby products and start selling them.

Whether your retail store sell the

non-traditional baby products? Do you think it is necessary to sell

non-traditional baby products in the
retail stores?

84%

11%

- L
]

cBue Necessary Unnecessary Never think about it ;i i;
C HINA . _
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What kinds of non-traditional baby products are you selling?
Do you think retail stores are suitable to increase their sales?

The share of lifestyle service for family with babies increased

Swim and spa for babies | o

Mother's care (postpartum recovery, lifestyle etc.) [ 519

Early education and related equipments 47%

Snacks, imported food (not only for infants) 46%

Beauty products [ 41%
Postpartum recovery [N 34%
Small household electrical appliances (purifier, water _ 310
purifier, washing machine, etc.) °
Fresh food (meat, seafood, dairy products, eggs, _ 250
seasoning) °
cnme Insurance (health, education) [N 17% o
CHINA

. Others 5% _
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Contribution of Non-traditional Baby Products to
Your Retall Store’s Overall Sales Revenue

39%

24%

22%

9%

5%

c B M e 0 <5% 6%-10% 11-20% >20%

C HINA
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Follow CBMEXpo to get the latest industry news and developments

EHH O 6

@CBMExpo @Official CBME @CBME China

For any inquiries, contact comexpo@cbmexpo.com
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