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Data Source in this study

SREMLHELE Household Panel M AEBE¥HUsage Panel
‘ i 4

&

e Mainland China; Urban area e Mainland China; Urban area

/

*

e 373 sample cities in 20 provinces and 4 || = Tier 1-2 cities, 16 sample cities

municipality cities across 5 city tiers - 6,000 urban individuals, covering both

e 40,000 urban permanent households genders

e Scanner in each sample
household with standard
scanning process to collect
FMCG purchase data

e 7-day diary to record full personal care
routine

e Questionnaire to capture the demo,
characteristics, wide behaviors and attitudes

2

© Kantar Worldpanel
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Makeup market growth remained strong last year, reaching 10.5 billion RMB annual sales.

I ERTIARIR e - HZARDRIRER
Makeup Market in Billion RMB

+12% 10.5

+5%

52 w/e 2013Q1 52 w/e 2014Q1 52 w/e 2015Q1

HERR - EHERERY , TERHRERS

Source: Kantar Worldpanel, National Household Panel, Urban China Tier 1-5

© Kantar Worldpanel




BB/CC FBFEER~ miB Kz,
BB/CC cream and Lip products key engines to Makeup’s growth.

TSR0 ER

Product Segment Value %, 2015Q1MAT
\ R
Growth%

BBfa/ BB cream, +799%

+8%
°  ERER/ Eye, 24 28

B&ZR/ Face, 59
B IEHE/ Liquid FDT, 13 +6%

CC35/ CC cream, 3 +76%

HERR - EHERERY , TERHRERS

Source: Kantar Worldpanel, National Household Panel, Urban China Tier 1-5

© Kantar Worldpanel
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Share of E-Commerce and Overseas Purchase On the Rise.

BEEM ALl

Channel Value %
Hfth OTHERS
YE4HMUSE OVERSEAS

F3E9 E-COMMERCE

B LumESES
COSMETICS STORE
B B 45 DIRECTSALES

1%L GIFTING
N (£42518 TRADITIONAL TRADE
® IS5 MODERN TRADE

B =i/

(44 7\ =1/ Nl Hfm et N,
74 6.7 BHRzal/ Wil
DPT ST/SHOPPING CNTR

52 w/e 2014Q1 52 w/e 2015Q1
HERR - EEERERY , TERNRERSA

Source: Kantar Worldpanel, National Household Panel, Urban China Tier 1-5

© Kantar Worldpanel
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Lower city tiers drive the category growth.

RARIRHRBNCL RIS

Market Growth Rate by City Tiers 27%
17%
15%
12%
8%
1%

2E o [Al=d 23 SE= MR B4R = 3=ty

TOTAL NATIONAL BJ/SH/GZ/CD PROVINCIAL... PECFRCTURE CITIES COUNTY-LEVEL CITIES COUNTIES

HERR - EHERERY , TERHRERS

Source: Kantar Worldpanel, National Household Panel, Urban China Tier 1-5

© Kantar Worldpanel
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The competition is also more intensified.

iE AR ERhEREY

Number of Active Brands

+253 brands

/

1673
1350 1420

52 w/e 2013Q1 52 w/e 2014Q1 52 w/e 2015Q1

HiERR - EHERERY , TERhRERSA

Source: Kantar Worldpanel, National Household Panel, Urban China Tier 1-5

© Kantar Worldpanel



HE=FRK MmN BT , MWLEESNE N AW RN E 21810,

More premium products are chosen, yet buyer base and number of products bought stable.

43% 2.1 58

R ERE
of CN HHDs

11 AR/
ITEMS/ YEAR RMB/ ITEM

50124 42% 2.7 54
2013Q1

HERR - EHERERY , TERHRERS

Source: Kantar Worldpanel, National Household Panel, Urban China Tier 1-5

© Kantar Worldpanel




AL mEN IR IKERANGEE , BEZERBEE FEmmrIARE.

Local brands contribute the most to market growth, mainly boosted by development in low-tiers.

W RIS

Makeup Market GR

— 17% (—_Z&Ipr/ Tier 1+2)

72%

A ERREXT A AV SRR
Local Brands
Contribution to Growth

— 55% (=z=a%tmm Tier 3-5)

HERR - EHERERY , TERHRERS

Source: Kantar Worldpanel, National Household Panel, Urban China Tier 1-5

© Kantar Worldpanel
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Trading up is particularly evident in certain product segments, such as Liquid Foundation.

MR E R MIERRDBINTE DT frrE 2
Liquid Foundation Average Price/ Item Liquid Foundation Price Structure  Growth% vs. 2YA

RMB 151+ +11%
52 wle
2015Q1
134 RMB 101-150 -28%
AR™/ &
RMB/ ITEM
‘ RMB 51-100 _40%
52 wle
2013Q1
105 RMB 1-50 -33%

HETHGLL, Vol. (item) %

HERR - EHERERY , TERHRERS

Source: Kantar Worldpanel, National Household Panel, Urban China Tier 1-5

© Kantar Worldpanel




WL RATETRE XS 27 ERRNIIR

Good conversion from purchase into weekly makeup usage

BRIMEER R
3 O% of wom1en use makeTan
7 9 0/ regularly every week
0,

e 0 3R

Conversion Rate

JA3TBERY

I
of women used
makeup in P3M

HEXRR - JEHBRERES , PENHRERE & 13-555FRAFHE

Source: Kantar Worldpanel, National Household Panel & 13-55 y.o. Usage Panel, Tier 1-2

b L Rk aREh

© Kantar Worldpanel
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Still big room to grow Makeup penetration in China.

IR ERSIEER
Makeup Penetration% 85

61

43

‘S
\ Nl

HERR - EHERERY , TERHRERS

Source: Kantar Worldpanel, National Household Panel, Urban China Tier 1-5

Note : 2014 data for France & S. Korea and 2015Q1MAT data for China;

Individual female panels in France and S. Korea, excl. gift & giveaway
channel for S. Korea © Kantar Worldpanel
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Makeup category is a leaking bucket; new buyer recruitment is critical to the category growth.

1{4&5'3%%%*)@5?& Makeup indexed sales value (52 w/e 2014Q1=100)

120
3.9
100 12.5
48.0
80
60
40
20
0
52 w/e 2014Q1 BAmEE Fhigtan e mELBIREEMITAL 52 w/e 2015Q1
Sales loss due to  Sales gain fromnew  Sales gain from
leavers shoppers retained shoppers'

spend increase

HERR - EHERERY , TERHRERS

Source: Kantar Worldpanel, National Household Panel, Urban China Tier 1-5

*Note: new makeup consumers refer to those who make makeup purchase during 2014Q2-2015Q1

but didn’t purchasgg in the year before the period.

© Kantar Worldpanel



ING

Summary

MIGSERIE BRI RS

High conversion from
purchase to regular usage

u:% ﬁ [ EFF IR SEAN(E

3

1uim  RIKEIARSEAIKHIRE

Driving trials & build

penetration is paramount to

+ +h
category growth

© Kantar Worldpanel
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Most women only use one product in a week, the majority uses BB/CC cream or Lipstick.

RSB
% of women on an average week

18

B8 20% 7/

. Lipstick 6
BB/CCZE 0 3
BB/CC cream 37 /O 2 1
1 2 3 4 5+

— AP ERIRRINEYEE
Number Of Make-up Categories Used

HHERIR - HEHZEETSE , 13-555 A | At L REasikm
Source: Kantar Worldpanel, Usage Panel, Urban China Tier 1-2, 13-55 y.o.

© Kantar Worldpanel




BB/CCRE fa Hm B Za & FARARER

BB/CC cream serves more as a makeup product now.

BB/CCRRAEL AR 246 ?
The role of BB/CC cream from women’s perspective
% BB/CCTR{E FAR¥

% of occasions using BB/CC cream

: P
47% Skin care product

o)
(RELGT 23%
Make up product

47%

2014

HIER : HIEHEREIEE, 13555 FME , b b mRkESHT

Source: Kantar Worldpanel, Usage Panel, Urban China Tier 1-2, 13-55 y.o.

© Kantar Worldpanel
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Opportunity 1: Flawless skin with perfect coverage leads the trend.

EZ[1Z Bi-Dong

4 {&EFEBB/CCRERIBRY

Benefits women look for using BB/CC cream

JEEE TR 31
Coverage
AN =FY=ZE =) 20
Make me more beautiful
PIEFRD/ 2 YA
RS, T% 17
Radiant look
TR SRR R EE GLE % BB/CCTRE{E ARk
“Flawless” effect volume weight in Facial Makeup % of occasions using BB/CC cream

HHEEIR - YEHTREIEE , PERMHRERFE & 13-555 FFHE
Source: Kantar Worldpanel, National Household Panel (Tier 1-5) & 13-55 y.o. Usage Panel (Tier 1-2)

© Kantar Worldpanel
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Korean BB/CC brands over-perform in makeup benefits.

I\AISSH?\{

HAXTEf AR | BRI ERREESRIRL

HIZRIVEEL
Index of performance in makeup effect* Ma Mon d e
of Korean brands compared to average @ blrg y

HIER : HIEHEREIEE, 13555 FME , b b mRkESHT

Source: Kantar Worldpanel, Usage Panel, Urban China Tier 1-2, 13-55 y.o.

ERIIRY  ER , =¥, 1LBCEEN

* Makeup effects: coverage, radiant look and make me more beautiful

© Kantar Worldpanel
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Opportunity 2: Satisfy consumers’ skin care needs when making up.

4.

SRl = BB
®BB, WxXH

#P7K Hydration 3EH Whitening

HERR - EHERERY , TERHRERS

Source: Kantar Worldpanel, National Household Panel, Urban China Tier 1-5

© Kantar Worldpanel
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Whitening and Hydration deserve the focus.

E —— Iﬁ N =
EHERE = KFEK
Whitening is the 3™ biggest benefit in
BB/CC cream & still growing

% BB/CCFR{FRIREL , =RATIAISLE

% of occasions using BB/CC cream , the importance of whitening

+34%

14 VS 12
KRR EE R
Hydration is playing a more and
more important role

FKIDRIAVER MR, , 2014 VS 2012
The GR% of importance of hydration benefit, 14 VS 12

HUESRIR : YR EISE , 13555 FRREE |, At L RREaSIRT
Source: Kantar Worldpanel, Usage Panel, Urban China Tier 1-2, 13-55 y.o.

© Kantar Worldpanel
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Skin care brands gained shoppers and sales entering BB cream business.

BHERBBREBIEE
Pechoin BB Cream MAT Penetration%

0.4
HEDEE
AN Bx & IR
v
0.2
v
J |
w
0 —- . &
13Q2 13Q3 1304 14Q1 14Q2 14Q3 14Q4 15Q1 Kl "’E ‘"“M”H”
KanS
BR
/ B WEEEE |
HWBRB-HEHD o e
i ‘ _, HEERScHIAEEBBAE
f{' 9 ‘ KanS Whitening BB cream

N i +220%

2015Q1MAT vs. YA

HERR - EEERERY , TERHRERSA

Source: Kantar Worldpanel, National Household Panel, Urban China Tier 1-5

© Kantar Worldpanel
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Opportunity 3: Innovations to excite the market.

BARSBRAOEEFE RIEE
Total Cushion & IOPE Value in MAT

BAAEM —— FZORESEFZER TTL Cushion

Mil. RMB _ N
|OPE
450 HE

400
350
300
250
200
150
100

50

N y
ot @o’ﬁ 0 x“o} x“& \/uo?J 0O @0\

HERR - EHERERY , TERHRERS

Source: Kantar Worldpanel, National Household Panel, Urban China Tier 1-5

© Kantar Worldpanel
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One successful innovation might not be answer for ALL.

SEPFLT
Blush Cushion

SEYRZG?
Eyeliner Cushion ?

© Kantar Worldpanel
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Consumer engagement through ecommerce and digital interaction to boost sales.

FOMNER

Opportunity 4
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MBS RIS mIAe Rk BaIm1TiH.

Transform Makeup category through digital experience and interactive marketing.

M A Personalization

2B T Education

a 6 L s

.L_ iii! o IIh"ll.---""r
'JEPHORA In-Store Tech “Skincare 1Q” .

58FI2< BE RENE i AER ST AN ﬁ-,/
& D& swre Lﬁ

FHER zmm¢#§

C1)V4 5 AcceSS|b|I|ty

© Kantar Worldpanel
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Digital and E-commerce bring brands closer to the Young Consumers.

1% T M MR Online Makeup Shoppers R All Women

iR
Age  13-15 16-25 26-35 36-45 46-55
RERERS AOBSEL
7 Population by Age HHESRR  SUEEEIEN , 13-SSE A , Jt I RREAT
Source: Kantar Worldpanel, Usage Panel, Urban China Tier 1-2, 13-55 y.o.

© Kantar Worldpanel
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Opportunity 5: Get in there first. University is the critical time to educate and capture girls

REFRH

Foundation .
In university
BB / CC cream

—e- Lash mascara

-e— Lipstick

%
(WY
(o))}

RN

~
=
(0¢]
(W
O

N

o

N

=

N

N

N

w

D
N
N
U

13 14 15

>
Q
D A3

%ISR ER
%penetration in on average week
#HAEEIR - HEHEREEE , 13555 A , bt R EREm
Source: Kantar Worldpanel, Usage Panel, Urban China Tier 1-2, 13-55 y.o.

© Kantar Worldpanel




BEASTEXRR , TERXE0GFRELTHANER,
Lipstick became a big fashion in 2014, sought for by the Post-90’s young girls.

20144ELK 2013tz
Market growth from Y13 to Y14

1 14 B A million RMB
2 . 5 B /5iEZZE million shoppers
70% kB16-255 F=it

from women 16-25 years oid

HUESKE  YEEESEISE , 13555 FAEAE | b LT R EST
Source: Kantar Worldpanel, Usage Panel, Urban China Tier 1-2, 13-55 y.o.

© Kantar Worldpanel
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Aspiration of Young consumers can spur new growth

218 Red
1581=16-25% / 1Y B<E% , 2014512013
Index = Age 16-25 / Average GR% of 2014 VS 2013

Z{rE

Color of love

HUESKE B EESEISE , 13555 FAREAE |, b LT R EST
Source: Kantar Worldpanel, Usage Panel, Urban China Tier 1-2, 13-55 y.o.

© Kantar Worldpanel
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Implications

U 5 | 88 22 P | S PR SE AR AR AR R IR B mR S P IR K 3

Driving trials & build penetration is core to category growth

AR I PR P B R

Win at satisfying consumers’ skin care & makeup effect needs

T FREEREHNEYT 7o R , $amk , SeEs/ies
Bring excitement to young consumers: product innovation, digital
experience, the IN-topic/ fashion
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