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Overview of

China Market

Huge potential «

Transition in the past 30 years <
Fragmental market «

Intensive competition «f



Huge potential -

A Glimpse Of China

Element Scenario Implication
Politics Socialist Country Heavy government role in communication
and trade
Geography Same as Europe Resources, focus, regional insights,
Managed by Cities execution
Media Highly fragmented Mainstream content, less differential
High inflation Less room for creativity / alternative
Government Control Difficulty in management
Economics Growing middle class More westernized, growing sophistication
Growing urbanization More city focus
Growing China Growing China Struggling between glob—aii_zé _8Z—C_};i;1;1_F_i;Sjt

Sensitivity of China Pride



Huge potential -

about China Market

Total 1.3 billion people, represents a full 20%
of the world population.

No. 1 in the reserves of foreign exchange and
gold with 2.03 trillion USD equivalence.

In retail /casual wear category sums up to RMB
2655.6 hundred million in year 2008, a 25.9%
growth compared same period last year.

Causal wear sold on line in 2008 was RMB170
hundred million; In 2011 it is expected to increase
to RMB703 hundred million.

In 2010, the middle-class in China & India are
expected to surpass United States with total 1.23
hundred million household. This emerging middle
-class become the new battlefield.




Transition in the past 30 years

1978

1985 1993 2001 2002 2004 2007 2008/
2010
Started
ref(?rm = e Startedto
agricultural YeStInCTir
sector )
financial
t
e second phase of 2R e Started up for e FIFAWomen’s

reform addressed Olympics,BJ World Cup in

China’s economic 2008 China

structure and e World EXPO

industrial policies SH 2010

e WTO accession e GDPper capitaover

has provided USD 1,000
e Adoptedthe “Open-Up timely impetus to . .
Policy” and began the China’s internal e F1inShanghai e 08 Olympics
economic reform reform e WTOrestrictions « 2010 World Expo

program lifted



Transition in the past 30 years
Timeline + Socio-Cultural Context

1978: 1980Q’s: 1990’S: 2000’s:
Openand | Foreignbrands | Informatio | From WTO
reform appeared nboom to Olympics
policy
Late70’s - Early 80’s, The Late 80’s - Early 90’s | Late 90-s - The
opening of Chinese society Post-opening, presentChina determined
caused unprecedented changes | development and to modernize and be
in the overall social structure, | personal enrichment | recognized on the global
behavior patterns, aspirations | became central scene.
and achievements. aspirations.

Gaining momentum over time

Tension between two driving forces that impact lifestyle trends,
Family & Society (Collectivism) - Old Values and New Reality
VS.

Growing Individualism

For Brands,Old can be new- as China was closed to the outside,
there is no reference point for the 60’s / 70’s and 80’s of the
West




Leaping Development —
faSt mOVIIlg demographics

Transition in the past 30 years

15 million new jobs to create per year.
China urbanization, ‘95, 29%; ‘04, 40%; 2010, 45%. (US: 77.4%, Japan:79%.)

Solid middle class to emerge. Population with HHI over USD10,000 will
be up to 151 million by 2014, from 4 million in 03.

Consuming an ever growing percentage of world’s products.

Fastest growing car market; second largest car market by end of the decade.
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(£ Fragmental market %9

Beijing

Urban Pop(MM)=17.15
Urban HH(MM)=5 48
Avg Urban Annual HH
Income

(RMB)=10451

Chongqing

Urban Annual HH
Incocme
(RMEB)=9573

Avg Urban
Income
(RMB)=9130

China is Huge and complex

mmnﬂlmi

.
Urban Pop(MM)=17.5
Urban HH(MM)=5 59
Avg Urban Annual
HH Iacome
RMB)=12373

™! Guangzhou
!Utbm Pop(MM)=8.51

Urban HH(MM)=2 72
Avg Urban Annual HH
Income

(RMB)=17868




Fragmental market-

A Glimpse Of China Consumer

Element Scenario Implication

US, Japan/Korea

nfl HK/Taiwan among youth Content is King
mIPE Euro influence in luxury goods Search/for China Identity
Source from Digital & DVD
Wired phone to cell phone No vintage concept
" i B/W TV to DVD Innovation drives demand
Leap-frog evolving Bicyele to Fi NEW sells
___________ Speed
Urban / Non Urban hnes :
. _ Big City/Small City Aspiration for success & being part of success
Labeling social status Western / Local Brand conscious, Brand equals to success
NS Iy (N 80 N\ T Sadibfisins Chpitadsh ) 2\, Y37 A/ (I X SRV S
Cob et Globalization vs: China Pride Balance Relationship
ontradictory Group vs. Individual Amplify Chinese core values in western
Change vs. Preserve fashions
Future

Optimism and yet Anxiety Projecting Confidence, In Control



Fragmental market

Chinese tradition is fading
in large cities however it is
still working in some areas.




Mckinsey’s ClusterMap Approach to

China’s Market

—MEE. S0 Fragmental market

HE 1 MEHEF

WA AR R | RO
(WS HGDP | GDP

BAREHE
B (37) 10.8% | 7.9%
s (19) 10.8% | 6.2%
W5 (67) 9.0% | 2.1%
Hil (38) 6.7% | 1.6%
T=l(24) 6.6% | 2.6%
MIE(27) 4.8% | 1.8%
I (2) 4.3% | 2.9%
KR
1T HEF(30) 4.3% | 2.4%
Ei1-#8M42) 4.29% | 1.4%
KIIPTiF(42) 4.0% | 1.8%
rh [E(40) 3.8% | 0.7%
KE-IR/RIR(36) 3.69% | 1.6%
R (29) 3.2% | 1.6%
A8 (29) 2.8% | 0.8%
k= (28) 2.29% | 0.8%
X (15) 1.9% | 1.2%
&K (6) 1.8% | 1.5%
INE T Y
AT (28) 1.8% | 0.3%
ma (22) 1.7% | 0.6%
KJF (19) 1.49% | 0.5%
. s . S P FEFDGESF (10) 1.39%6 | 0.4%
BRI IR R, ZOREAR . A AR TR B i A B (16) 1.1% | 0.5%




The Chinese
market rcpresents

unlimited opportunities and
possibilities, however we also
have the inevitable barriers

and challenges.

These challenges come from the
increasing and fast-changing
consumers personal taste, brand

awareness, the public needs and
value.




o market
Chlna if intense and comEetitive

A number of domestic brands in the segment markets or regional markets grow
and develop. The requirements of business growth has prompted the international
and local enterprises to continuously open up new market space, increase market
share, leading to the increasingcomplexity of market competition, intensification.

On the consumer side, demand is becoming increasingly tough and complex. They
want to spend less money, time and energy for higher quality and value.

How to survive and develop in such an environment, fashion industry and enterprises
in Chinese and international market are facing a common issue.

Today, consumers are far more demanding and unpredictable
than they once were. While they want more quality and value for less money,
time, and effort, their consumption needsand desires change depending on the occasion.




BKey Consumer Insights

Chlna& Me

Protect what I have.
Pursue what I want.
Project who I am.

Accessibility
Innovation
Connection

Differentiation




Chindaisa developing country.
Per capita GDP is Only $3,000—

less thanone-
tenth of United States, Japan, or Germany.




This is actually a GOLDEN >>
opportunity

@
Ch l n a acts as an powerful

engine to pull the growth of Asia and
even the world China is open to
international collaboration

This is a time not only of tremendous
opportunities, but, also, the rules of
the game are changing. And they are
changing in a rapid way, in a dramatic
way




Market

Entry Strategy

Defintion of “SUCCESS” 4
Essential knowle
S

local cod?.f@rs f‘

Factors to be consider%l,g‘e “‘







