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The China Opportunity Today E

Retail Market Retail Market Online Taste for
Size Penetration Imported Goods

)

=E"

2017 — China is the Online penetration of China’s The proportion of online
the world’s largest retail overall retail market consumers in China who buy
market at will reach foreign/imported goods
US$5.69 trillion 25% by 2020 40% of online
consumers

Source: 1 Chinadaily, & 3 eMarketer 2016, 2 PWC, 4 Oliver Wyman 2016

X IBER




The China Opportunity Tomorrow E

®

731 Million
Internet Users in China 400 Million
Compared to Middle-class consumers

\u

The middle-class population is set to reach
400M by 2020. Which is the economic
equivalent of adding an economy the size
of Germany.

®

g

Europe (739 M) US (326 M) ANZ (25M)

Source: China Internet Network Information Center - 39th “China Internet Development Statistics Report”




Alibaba China Retail Marketplaces Milestones E

~ Tmall Global
Taobao (C2C) S 1st Double 11 (Cross-border B2C) — *w@herm 10th Double 11
2008 Nov 2011 May 2016
2003 Nov 2009 Feb 2014 Nov 2018
FEEET +—+ R
bl Taobao Mall Tmall (B2C) észﬁggﬂf Tmall Global lll |m||,||i
Direct Import OB e
4 )
a -
L6 o [= -
699m mobile monthly 60%+ consumers 90%+ of total 20m+ comments and
active users are under 30 transactions are times of sharing on
years old conducted on mobile mobile everyday
. J

*China retail marketplace mobile MAUSs for the month ended December 31,2018




The Alibaba Ecosystem

RETAIL COMMERCE

China
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Integrated Marketing Channels

At Alibaba, digital media and entertainment are completely integrated into the marketplaces

7\
Entertainment

Youku Tudou (*Chinese YouTube’) @ 6'2.4 Alibaba Pictures, Alibaba Sports,
Largest video site inChina  __=,, -
— One “Super ID”

Taobao & Tmall Apps
Shopping, marketing,
and entertainment platforms

Alibaba Music, Tmall TV

Personalized User
Experience
Across all

platforms

UC Web ¢ N : o e
2nd largest mobile web browser ?é @‘ Weibo ("Chinese Twitter”)
and newsfeed 6)_ Largest microblogging site




Various Platform Solutions to Suit Brands’ Needs

XI5 EPR X J)@ paytm LAZADA

TMALL GLOBAL THALLCOM

pon
e Products &
brand
already in
China
India
consumers SEA
consumers
Leqal entit _ , In Mainland China In Mainland China
9 y Outside of China (subsidiary or distributor) (subsidiary ordistributor)
Bank account In home country In Mainland China In Mainland China
Payment In home currency In CNY In CNY
Trademarkregistered In home country In Mainland China In Mainland China
Warehouse Outside of China In Mainland China In Mainland China
Shipping to Chinese consumers  From overseas From within Mainland China From within Mainland China




699m

Mobile MAUs

60.9%

B2C market share

29%

Physical Goods GMV
Growth

TMALL OVERVIEW

NO.1 B2C'PLATFORM IN CHINA



2018 11.11 Global Shopping Festival E

CIl 180,000 participating brands and merchants

i RMB213.5 billion (approx. US$30.8 billion)
$  intotal GMV

o GLOBAL SHOPPING
2ad  27% YoY growth in GMV “ FESTIVAL 2018

‘o_o >1 billion delivery orders processed by Cainiao GROSS MERCHANDI.SE VOLUME

¥213, 550 497, 011
$30,802, 477 608
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Tmall Global — Educate/ Sell/ Engage

Tmall Global Ecosystem

An Overseas Brand’s Ultimate Destination to
Invest in Brand Building / Product Introduction & Sales

FLAGSHIP MODEL TMALL DIRECT IMPORT

(a)]

B2C

Self-managed Tmall Global flagship store Suppliermodel

Sold through Tmall Global TDIstore
Fees (Deposit)

Partner with TP to run store operations

Fees (Deposit, Annual, Commission, Service)

Direct Collaboration with a powerful distribution Channel:

Supply Chain Depth / Risk Control

Flagship Store:
Build Branding and Marketing Billboard

Discover New Lifestyle

Introduce brands, product variety -

A channel to educate, customer lock-in
One stop hub to introduce a lifestyle

Import Lifestyle Supermarket

« Platform to sell high-volume products
« Channel to introduce mature products
» Dedicated effort for new products on flagship store

X IBER



Popular categories on Tmall Global E

» Beauty & Personal Care YT

Daily Consumption s

» Health Supplements THEHE
Apparel & Shoes

Beauty &

Personal Care
» Mother & Baby

Mother & Baby -

Food & Groceries
(incl. Health Supplements)

Source: Tmall Global & CBNData. 2016 Cross-border consumption report

X IBER



Alibaba: To Make It Easy to do Business Anywhere

. O
e ! e > ’
ml ® 9 @ @
® 9 . Alibaba Group @ I &
. {::’ ® 9

e o, O3
° o TENS OF MILLIONS 2 BILLION e ® 2%
OF MERCHANTS CONSUMERS

GLOBAL GLOBAL GLOBAL GLOBAL GLOBAL
BUY SELL PAY DELIVERY FUN

XIBEMR



SECRET FORMULA ON TMG

Nn_N £L

it - ®
7190 - * (TF

Traffic Conversion Average Sal
Rate OrderValue a1€S

In order for any brand to grow sales, they must understand how to grow traffic effectively.




3 Tips on Standing Out in the China Market

| ocal Parthers

cConsumer
Insights

Price Control

Engage local partners to quickly adapt to
fast-paced market developments

Utilize social media for brand building

Leverage on the inherently data-rich nature of e-

commerce to gather actionable insights

Act on consumer insights for enhancement of

consumer experience and product development

Cross-border vs local channels




Michelle Leung

Senior Vice President

Fung Omni Services
REEEBR

Fung

FUNG GROUP . :
OMNI SERVICES




FOM E-Commerce Service Introduction

mFNGGROP FUng



Introduction of LF Fung Omni Services

BRI acdeitnn -

*  Fung Omni Services (FOM) is an acquisition of Fireswirl Technologies Inc’s Fopi e

e-commerce team and technology by the Fung Group (Li & Fung). The
acquisition was completed as of April, 2015.

‘a%' ~

* The team has served a number of major international clients with their
marketplace store or their branded online store in Asia. These brands
include Toys R Us, Hugo Boss, Dyson, BMW, etc. before the acquisition.

* Asasubsidiary of the Fung Group, FOM complies to high standard of
corporate governance and service quality. FOM differentiates itself from
its local China/SEA competitors in terms of its overall business integrity
and its appreciation of its clients’ brand value.

Marketplace

Store, e.g. Tmall

Store, Lazada

Store etc.

FOM provides technologies and operation services to brands and
executes their omni-channel commerce strategy

Mobile Store Branded Store, e.g. “.cn” store

19 August 2019 Page 30



FOM Clients

—— -
PARFOIC  Walmart Frisoxss
I‘oot Locker Y e

&‘a«ks * Fanatics R AL 0[,? D'; NE Y Ca I"tel"'S embep SMaP{rn%':ENMT

\,/ VICTORIA’S HAWKERS PERLIER R NANQOS
SECRET o

* mOC\/S RAYMOND WEIL MINOTI T RU SONIA RYKIEL

CERRUTI e UNO %50 Clalen D).

GrEves & HAWKES [K"BAE] Misaki stride rite ZOﬁ LOU

WOMACD  PARIS

19 August 2019 Page 31



General Service Overview

Pop-up S5tores
Merchandizing  platform Communications

Online Store Management  Campaign Setup & Analysis
In-Channel Marketing

WeChat Official Accounts Out-Channel Marketing

social Media
Customer Engagement Module

KoL Copywriting
WeChat Store

Content Marketing
WeChat

Engagement
FIE THALLCOR

. Post-5ales E iri
Cmoﬁ d'.f.l[h oS es Enguiries

T Refund & Returns
@ =100 R wechat Customer CRM

- n Services
Lo’ ada

Pre-Sales Enquiries

Order Management System [OMS)

Autormatic Order Processing

Marketplace Integration

Logistics Coordination
ERP/WMS Integration

Graphical Standardized Reports

Design Analytics

Store Template Design FOMetrics Mobile App

Customized Reports

PDP

Promation Design y .
Automation Reporting Server

Competitor Monitoring
PDP Auto-Creation

Tmall Integration

19 August 2019 Page 32



FOM Fully Automated PDP Generation

FOM CMS - Fully Automated PDP Generation (a few seconds per PDP, automated)

|
! Brand’s Ecom |
: | [ h
[y o X
____________ ]
r——
| _Brand’s DAM i .
|| ImAGE sTORAGE | L FOM CMS )
|

Fung Omni designers can further enrich content and generate PDP’s for hero products on Tmall

Upload Images
To Tmall

R G RE G RRE GO () O .-~
- i ._,f Add Each > | Collect& 4 _ 4 Manually Edit .“_-? Manually
- Organize

N ] CreateA o 7 FilAl
_ Product On _ Attributes Of _ Color/Size 'ﬁ e Images & Add
(SKU) To Images From Captions

Tmall Product

Product Brand

19 August 2019 Page 33



Mobile App To Monitor Your Business

FOM provides a proprietary FOMetrics Mobile App to our brand clients to check their store performance
and various metrics ANYTIME, ANYWHERE. (Both English & Chinese interfaces are available)
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Foot Locker Tmall Global Store

foot Locker

6 foot Locker m

FootLocker:& 5 R ATLE

Store Type : Tmall Global Official Flagship Store

Launched : Sep, 2018
Category: Sneakers

URL: https://footlocker.tmall.hk

19 August 2019

Foot Locker, Inc. (NYSE: FL) is a leading global retailer of athletically inspired shoes and
apparel. Headquartered in New York City, the Company operates 3,276 athletic retail stores
in 24 countries in North America, Europe, Australia, and New Zealand under the brand
names Foot Locker, Champs Sports, Kids Foot Locker, Footaction, SIX:02, Lady Foot Locker,
Runners Point, and Sidestep.

— SRR —

Footlocker3 12 v, MAREN T8

SAILIES: B\ HF . HE . 35K
&« B2 Footlocker= B —FEE (X,
FEIENEEEX L AEFHIRIARE.
FEHRS| 7w BHEE - TS 7.

SOSEEESE: 5.04 R EGREot e = 100.00%
SEMBEAE: 5.05 I ElRlE2or e = 100.00%

EEtEEfES: 5.0 ACERRIRR=rSd = 100.00%

Page 35



Success case: over 5000 sold for Hero Item

FOM initiated Foot Locker’s first Asia eCommerce store in 2018. For the first D11, FOM supported FOM to sell

Vans boots — over 5000 sold putting Foot Locker as one of the most successful new Tmall Global stores in 2018

——
foot Locker

Rey GRS T HZIHE 1 A260E8

N O VS v = 250

19 August 2019 Page 36



oot Locker O20 Live Stream Event—D11
Preheat

Event Overview: FOM conducted a Live Stream in Foot Locker’s first offline flagship store in Hong Kong

In-store UV: Increased by 300%;

Page View: Increased by 400%;

Conversion Rate: Increased by 370%.

Imﬂ‘_

llnets ack 10K & —3515
acl oo ARG

- Customer can purchase the same style directly from the Foot
Locker Tmall Flagship Store
- Videos can be saved and used in store’s product description

page

19 August 2019 Page 37



TMG — Rising Star Award of FY 2019 for Foot
Locker

el =[] [11 ) —
RISING STAR AWARD OF FY2019

19 March 2019
Page 38



A Unigue WeChat eStore Solution: Highligh

Fung Omni (FOM) is one of the few e-com service providers in Hong Kong that has a
WeChat eStore technology fully integrated with China customs and complies with
the new China e-commerce law enforced since Jan 1, 2019

Full WeChat shopping experience

Peer-to-peer referral and marketing features (via Mini-Program)
* "Under-sunlight” shipping solution, pays 9.1% e-commerce tax
e System fully integrated with China customs

e Same day customs clearance

* Storage & pick-pack solution available

Pack stations in our B2C bonded warehouse in Shenzhen

19 August 2019 Page 39



WeChat eStore — Webstore

WeChat eStore Technology and Store Operations To Generate Sales Target Chinese Tourist Via “Retail + Celebrity”

Leading tourist /
customers to follow
brand’s WeChat OA,

HKS 89500
then conduct CRM to
generate cross-border
an—ran v | & online sales

19 August 2019 Page 40



WeChat eStore Showcases

FEREERESE - ©

500 -9 %
aw » RS L]

SR -SSHmMTe RATENLIARAIONE

- arweew - €7 0 saATAne. o

€«

=, B
Hakinae ==

50z

& 5 >
L 7 =, \ Selecteditems
4 / 4 £

S— S— S—

19 August 2019 Page 41



Customs Clearance System Flow in QHW Bonded
Warehouse

Chinese
Consumer

-------*

Logistics
Data

Logistics
API

Order1

3k

Branded
WeChat
Mini-
Program
Store

Customs
Cleared
Orders

China
Customs

Payment
Data

Ay foie e (ot
D)
WeChat Pay

Customer Service

Failure reasons include incorrect
personal ID number or personal
annual tax quota is exceed

Order
. Dispatch
Pick,
Patk &
Ship ~_

19 August 2019

»

=D

Fung Group Systems
and Operations
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Major eCommerce Platform in China & SEA

'?

JAPAN
Rakuten
soum.i GSSH P Strategic &
KOREA coupans Marketplace
Gmaner Optimized
E Logistics
( RNITEAY Shicpen SIAPP Network
m&&;
HONG KONG
‘:‘mw’mnts

19 August 2019

Shoper: coup g ©@Rakuten
YN'DOI” ! Gmaner M Myntra

4 )
m ﬁ GSSH P ()] Magenic amazon.in

LF OMS

(Order Management Svstem)

LF WMS

(Warehouse Management System)

India DC China DC
Hong Kong DC  Japan DC
Singapore DC Korea DC

Indonesia DC Philippines DC
Thailand DC  Malaysia DC
Vietnam DC  Taiwan DC

LF TMS

(Transportation Management System)

. =

4 mmkn Al id

FedEx
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e-shop  Doris Chung
A 1@%% Manager, Programme
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HONG KONG
RETAIL MANAGEMENT
ASSOCIATION

FEFEHEEMHG




HONG KONG RETAIL MANAGEMENT
ASSOCIATION

Quality E-Shop Gains

" Vg Consumer Confidence
CJ eshop] for Your Brand

=S
EHHKRMA




Background

e Founded in 1983
e 800+ members

e Covering 9,500+ retail outlets
e Employing 50%+ local retail

H K R M A workforce

Missions

e To present a unified voice on
behalf of the retail industry with
regard to policy and advocating on
issues that affect retailers

e To raise the status and
professionalism of retailing
through education and training




HKRMA FLAGSHIP PROGRAMMES
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PAYPAL
FORECASTS

HONG KONG ONLINE
COMMERCE TO REACH
HKD55.4 BILLION In the last 12 months

BY 2020
> « 3/4 HK Consumers
« HKD30.7 billion
e 27% year-on-year growth

Source: PayPal's Cross-Border Consumer Research 2018 report for Hong Kong




CROSS-BORDER
SHOPPING
DOMINATES
ONLINE
TRANSACTIONS

Shop from large global platforms (71%)

« Clothing/apparel, footwear
and accessories (83%)

» Toys and hobby-related
goods (63%)

Source: PayPal's Cross-Border Consumer Research 2018 report for Hong Kong




CHALLENGES

Ee 4

Shipping costs (35%) Difficult process for returning Security (34%)
unwanted purchases (32%)

Source: PayPal's Cross-Border Consumer Research 2018 report for Hong Kong
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2019
e-shop
B BI5

~

QUALITY E-SHOP
RECOGNITION
SCHEME

OBJECTIVES &
FEATURES

Objectives

e To develop industry-wide
standards and best practices for
online retailing in Hong Kong

e To give recognition to quality e-
shops

* To raise consumers' confidence in
Hong Kong's e-shops

Features

* Well Recognized Organizer
e Standardized Benchmarking

Criteria
e Independent Assessment Report




ASSESSMENT
CRITERIA

4 Key Qualities

OxXEN
3 Perspectives

e 5 Perspectives
e 4 Key Qualities




X

REPRESENTATION OF QUALITY
E-SHOP

T "ﬁ USER-FRIENDLY TIMELINESS
.  WORTHINESS
\ RUHEE A GREEI R RIS x5




e-shop
\ B1RIS

— .
¥ “ -\ ,'|’
2019

W-”s“hop
(B HEI5E

RECOGNITION

Standard Assessment
--23 e-shop prerequisites
--Assessment report
--Q-Eshop Recognition

All-round Assessment

--60 e-shop assessment

—-All-round report for improvement
--Premium Quality E-Shop (90% or above)
—-Top 10 Quality E-Shop Award




KEY AREA OF
ASSESSMENT CRITERIA

Trustfulness & Customer Contract
Development Experience Fulfillment

35% S50% 15%



T RUST-WORTHINESS

OPERATOR'S TRUST & DEVELOPMENT

1. Registered domain name
--at least 12 months validity

2. Consumer complaint records
--less than 0.1% of the annual orders / transaction

3. Counterfeit good records
--100% no record of trading Counterfeit good



https://www.whois.com/

R ECOGNIED HARDWARES

SYSTEM - HARDWARE & SECURITY

4. Trusted hosting platform /
licensed software with web security

5. 1SO 27001 Certified Data Centre or
Secured Own Data Centre
» Reasons for using own data centre
e Security
e Hardware
e Storage environment
e Data back up

e Measure to restore



https://www.whois.com/

U SER-FRIENDLY
ONLINE CUSTOMER EXPERIENCE

6. Well-structured categories
7. Responsive or mobile version

8. Information
* Product / Service Menu / Shopping Cart
» Delivery arrangement
e Return, refund or replacement policy / Service Pledge
Policy / Terms and Conditions



https://www.watsons.com.hk/termsConditions

U SER-FRIENDLY
ONLINE CUSTOMER EXPERIENCE

9. Shopping process - functional keys work properly
10. Check-out

e Accurate total amount by listing all incurred costs
e Online payment for check-out
e Order detail tracking within 24-hour




SAFE

PROTECT E-SHOP & CONSUMER'S DATA

11. Payment options
e PCI DSS - VISA. MasterCard. JCB. AMEX & Discover

12. SSL Secure Site valid for 6 months

13. Privacy Disclaimer

Purpose for personal data collection

Usage of personal data collected

Notification of data transfer to the 3rd party and the classes
of 3rd party

Options for personal data access, corrections and

unsubscription



https://www.pcisecuritystandards.org/pci_security/

TIMEINESS

CONTRACT FULFILLMENT

14. Good condition or good manner

15. Customer service

e Contact or enquiry information listed on e-shop
e Timely response
o Attitude of customer service



https://www.pcisecuritystandards.org/pci_security/

TOP 10 QUALITY E-SHOP AWARDS

2018+ABBMIEARE - FLEHIE
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https://www.youtube.com/watch?v=09ylaxFwqzk&feature=youtu.be

JOIN US

SCHEME DETAIL

TEL/EMAIL
21799407 / geshopehkrma.org




h - f ) Alan Poon
X 0 p i y 2 AP Google
; \, Agency Account Manager

Accelerating your e-commerce business

Frankie Ng
Shopify

Hong Kong Lead

2019 ,07 /12

7:00pm - 9:00pm

Google Hong Kong Office
Suite 2501, Tower 2, Times Square

1 Matheson Street, Causeway Bay
Language: English {HKRMA Section: Cantonese)

Doris Chung

Hong Kong Retail Management
Association

Manager, Programme
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Any opinions, findings, conclusions or recommendations expressed in this material/event (or by members of the Project team) do not reflect the views of the Covernment of the Hong Kong Special Administrative Region, Trade and Industry

Department or the Vetting Committee of the SME Development Fund and the Dedicated Fund on Branding, Upgrading and Domestic Sales (Organisation Support Programme).




