@ Bridging China

Connecting the World

THE KEY

2017410A31H 500155 &IF

uE X L CEOIKEA

£ %, ik

‘ﬁﬁﬁ¢@$%%ﬁ£




EDITOR'S NOTE

AR E:

RERZMEUNE, HNOBREEHTILBEFHATI—(The KEYIIER
BlFo

EER, BESEEMNAF MEIEMRERERKFHRNRES,
PEREFES I IERE IR ARRE RS SERE K455 2 EIEL
F,HEENEREFmEREERRRABEREFSTILNRRS
ERSHPEL—FERTEBREFHINERED, RERFKIH
EEET IR RIBERE.

EAPERANRERERSREES, MFERcEEEFHSTILE
PERENZHEZ —HZXIBRBHTINEMDSREEED,
BRERHMNESNEZERFE, BRHNUFAFRAZL, ZRULE,

David W. Adams, DR A PR ieRa h s,
Chief Executive Officer,
S.F. Express International Business Unit R A, MM BN FASASHTESBIGHZ AEEE TS

BEOERIR, EEXNH ENESR, MXURE—ERE LRABEINGD
K ANPETG, RE2FEFREBEIKBIER Z— A, (The KEY)
HEITI B SRR, MRFERBFEN-—TEBLAENINEERRT
8, AENIRERSFENFRIDZTUEISREHFHIRE R, 5
B 7 XA R ETE R R EIREETIL,

FEAGITI SHERNB EEUFTEBREFTHEE LEEEREE R
FEBETT A 347 o AR ST IR AN 2 B (2 R AR {2 sk Hi-BeauiB 4 1L
BIRRE 7, NEHERED ZEINmEHNPEHZH 22K
e, NEEHEEREMHNEIVRHEZSZ N TMAELHOBEL
SHiRE, BITWEEE T FAmazonkeBayF ANHEXEELEE, 8
HEALMBERNEFSE,

MEYVNEARSHREEFERBTARENEFET S RIG NREST
BB FEATIRKE, W ERAENITIE —LERB LR, BRE
BIAE % & X F] ibupromotion@sf-express.com, B AT HAR, If 2
BEEZAENES S THRLHERELTFNFZZH, KINNEIRBFE
STV ERREMNTURINESHY, HEBNFEETE 5K
B1T. &G, (FA—REFYROBAS ZHNE, RINNDBAFRE
MNNEFARBSHRENRS, HEERRAEREFEBAIE LI,

01



EDITOR'S NOTE

Dear Readers

I am glad to present you with the inaugural edition of our quarterly cross-border e-commerce
newsletter, The KEY.

In recent years the e-commerce industry in China has grown at an astonishing pace, in tandem
with the increasing number of mobile internet users and rising consumption levels throughout the
country.

Particularly in the last three years, rising consumer demand for higher quality products has caused
a boom in cross-border e-commerce business, with industry revenues reaching CNY 4.8 trillion
(USD 700 billion) in 2015 and expected to grow at 20% a year through 2020, when it will
comprise a staggering 38% of total Chinese trade revenues. (Source: Ministry of Commerce &
General Administration of Customs)

Needless to say, the market opportunity is unprecedented in size and will be one of the defining
factors in shaping the Chinese retail industry for decades to come.

As China’s largest privately-operated express delivery service provider, SF Express is a main
beneficiary of e-commerce industry growth. And it is in our best interest to keep an eye on the
latest trends in cross-border e-commerce as they pertain to our business. As diligent observers, we
are dedicated to tracking the latest market news and data.

There are numerous geographical, cultural, and language differences between the Chinese and
overseas markets, and we acknowledge that it can be difficult for merchants around the world to
bridge these gaps. With this in mind, we crafted the concept of The KEY as a way to share our
resources and insights with you-our diverse audience of customer and partners. We hope to help
you better understand China’s burgeoning cross-border e-commerce industry.

This inaugural edition consists of tailored content that is designed to be an accurate
representation of the broader trends in China e-commerce, as well as potential implications for
companies involved with cross-border e-commerce trade. In addition, we have also conducted an
exclusive interview with our trusted Singapore-based client, Hi-Beau, a health supplements brand
that has made significant inroads with Chinese consumers and can provide further insight for like-
minded businesses looking to expand to China.

We are always interested to hear from you. Please send your comments and insights to us at:
ibupromotion@sf-express.com. We are genuinely excited about the unprecedented changes going
on in the cross-border e-commerce industry and hope that we can assist you in understanding this
large opportunity. On our end, we remain committed to providing the highest level of customer
service and transparency for our clients, and aim to become your most reliable and trustworthy
business partner for years to come.
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As one of Singapore's most well-known brands, Hi-Beau was established in
2004 with the goal of introducing the concept of healthy living to the masses.
Together with SF Express and other partners, the company has expanded to
introduce its products and services to consumers all around the world.
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Government supervision of the cross-border e-commerce
industry has once again extended, indicating that China is
recognizing its strength in cross-border e-commerce and
taking steps to encourage it. The new policies are having
noticeable effects, with cross-border e-commerce sales
growing rapidly, and expected to grow to CNY 8.8t by 2018.
High-speed continuous growth will bring about countless
business opportunities, but will also stress-test the
capabilities of entire supply chain industry. Apart from the
logistics services, SF International provides a integrated
solution including warehousing, supply chain consulting,
financial services, and more, which can enhance the
development of the cross-border e-commerce industry.
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On September 4, under the witness of Chinese President Xi
Jinping and other BRICS leaders, the director of China
Customs signed the Strategic Framework of BRICS Customs
Cooperation with the BRICS customs directors and
representatives.The Strategic Framework encourage
broadened cooperation under the guiding principles of
mutual sharing of information, mutual recognition of
customs control, and mutual assistance in enforcement so
as to boost growth and promote people's welfare.
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THE BRIEF
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In the first half of this year, South Korea Customs Office
announced that online shopping had 11 million transactions(
up 34%YoY) totaling USD 0.974billion, (up 30% YoY). The
USA, EU, China, and Japan ranked the top four regions for

online shopping, with China accounting for 15%.

N B B B T AR T FI2025F KR B
S5MZETT. MM B BX & K H82%, B/RE
TERENELREEESNMK 22— REFTEEFE
+XEBEFE,Q00l10, Lazada, EZBuy, eBay,
Zalora, Shopee, Reebonz, Singsale, Love,

Bonito, FortyTwo,

Singapore's e-commerce market is expected to
be worth USD 5.4b by 2025. Singapore's Internet
penetration rate is 82%, one of the highest in
Southeast Asia. Traffic is mainly concentrated in
the top ten shopping websites: Qoo10, Lazada,
EZBuy, eBay, Zalora, Shopee, Reebonz, Singsale,

Love, Bonito, FortyTwo.

BT BT RSN ERBE R IR, SEMIAREFESEIERER.
T EifileBay, EoMAHRIBEEEL, BHEPFBLBERE. SERARMARZEL
BRRoskomnadzorfINEREE, BEHBFESMIAITCIAN, HELAEHRE
&, ®BEB, TSP MeBayREEAZHEME, AANNEEI000TH. EE
31kgAIBY ™= Sa S WU ERL AN 3 O X Hio

The Russian government intends to levy taxes on foreign suppliers, including
AliExpress, Amazon, and eBay. Refusal to pay taxes, will mean incur blacklisting by
Russian federal telecommunications and information technology providers, and the
Media Supervision Bureau Roskomnadzor. The Russian E-Commerce Association says
that, compared to domestic suppliers, AliExpress, Amazon, and eBay have a greater
competitive advantage because the shipments under EUR1000 or 31kg are exempt
from VAT and import duties
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How big is the opportunity for
China cross-border e-commerce?

31.9
258 264 o
23.6 24.4 =
20.2
18
15.1 CAGR [
+20.1%
¥l ERE /
1.2 2
2008 2009 2010 2011 2012 2013 2014 2015 2020E

B Cross-border e-commerce sales(RMB,trillon)

[ Total volume of export and import(RMB,trillon)

Source: Ministry of Commerce,
General Administration of Customs, iResearch

/‘  Large Market Potential - High Purchasing Power
Market forecasted to grow over 20% Usnis7s bll_"?n via on.Ime shop|.omg
.. . USD $261 billion tourists spending

annually through 2020 L : - USD $80 average per order

IR B EHiVIa TR

The market opportunity for cross-border
e-commerce is large

¢ 2015FSHEFAZI48Z AR, Tt EI2020F & S FEKERK#B1H20%
* FIHE20204F, B515 FE I 32 5 A 5 R E 3t O B2 5 S 818938%

e Sales reached 4.8 billion RMB in 2015 and is set to grow at a CAGR of 20% through 2020

e By 2020, cross-border e-commerce sales will constitute nearly 38% of total trade
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Brands from all over the world
are rushing in to meet surging
demand

e Some 14,500 international brands from 63 countries and regions
have opened virtual stores in China

e The most popular verticals are cosmetics, food & healthcare, and
maternity goods

e The top brands are from Japan, South Korea, and the United
States

Percentage of cross-border e-commerce customers having purchased from given countries and top categories

38.5%

Nutrition & healthcare,
Bags & fashion, Childcare

iR

25.2%

Cosmetics, Childcare,
Nutrition and healthcare

Source:
iiMedia Research, WalktheChat

RUB AR == S B KR

Inspiration for purchases

Yo

ko LEN

Social networks
(Facebook, Twitter)

Mg TE LA E B

Individual retailer websites
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38.8%

Cosmetics, Bags& fashion,

22.40/0 Food & beverage
Cosmetics, Childcare, Y N
Nutrition and healthcare . .
Ny

43.9%

Cosmetics, Nutrition
& healthcare

Yo

4 R 26 GATABETA

Price comparison websites Multi-brand websites



SPOTLIGHT

P EEEHEEE B
Who are the consumers that
brands are targeting?

79% 68%

HWEAR U LR AL THEAEE—R
Possess a college degree Of customers make purchases
once a month

70% 66%

FHR1E18-35%5 28] T EEMTE300-1,000 A R Z 8]
Between 18 and 35 years Of purchases are between

of age RMB 300-1,000
BUIN#E8i210,000 A &M BEEM. EEEAEHET
Monthly income more than Of consumers live in Guangdong
RMB 10,000 or Shanghai

B H B L
ERBBRHE;
- HERES;

 WEEMBRBIENK;

Cross-border e-commerce
consumers tend to be young,
highly educated, and

affluent....

B7EARIEER Reasons for cross-border online shopping

Table 1 - Major Reasons for Cross-Border Online Shopping

REASON PERCENTAGE
SRENHESME  Assured product quality 67.8%
BRERNE  Cheaper 65.5%
I SRAEAIEST  Brand preference 53.0%
ERTEWE  Products not available on domestic sites 52.0%
ZFELIIEE Rk Diversified products 46.7%
SEIMRITIRIMEE S S Bought the same product when traveling overseas 39.6%
Hfth Other 0.4%

Source:iResearch,2015

R mRE
HXEERS

....with higher expectations
than the previous generation,

these consumers remain

most concerned over product

quality
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SPOTLIGHT
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While there are many opportunities....

09

..many risks and obstacles remain

Opportunity Challenge

MinE TR WIHERESR, ENTES @
Fiit2020F A B IR B E#EH O Z AR KB RMEBERTAE
FEREKERAT20% MEFaNFZEERS

Large market potential High costs

Market for cross-border e-commerce will While large e-commerce platforms

grow 20% CAGR through 2020 are dominant in China, access comes

with high standards and costs

= HERAES] RZ mhE & E
BEHEEE AW NEE THERETR T MR
AERM10,000/8 RZER
High purchasing power Lack of Brand Reputation
Cross-border e-commerce Difficult to obtain trust from
consumers have an average customers with unknown brand

income of RMB 10,000

@ XS mhE HI R LT ERZ XY 7Y T R @

EXNFMEBERNREEEE, FE—N RZEGEMH LB IRSUF, TE
BEXEEmASRIRE N mhE R RETENCHEYR. TR REFRS
Opportunities for Complexity

international brands

The younger generation is more concerned about
the quality of the commodity itself and its brand
preference, compared with the price sensitive parents

New entrants may find it difficult
to handle logistics, marketing,
and customer service on their own

Merchants are recommended to employ third-party firms that provide B2C fulfillment solutions

to help ease the transition to the China market
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TERFT K R g 2 R “RIEREF S, Hi-BeauiB& ML B2004F AL ES
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AT AARRKET BENEES I, AEIMFREF2KGFNHRIEHEMNZET,
ERER, HEKMETER RN~ MRS 2015F Hi-Beau B EENE M
Emhiz. RfERHF O REHONSIE, 2R T KPEREEENEHSEE,

As one of Singapore's most well-known brands, Hi-Beau was established in 2004 with

the goal of introducing the concept of healthy living to the masses. Together with SF

Express and other partners, the company has expanded to introduce its products and

services to consumers all around the world. In 2015 Hi-Beau formally entered the China

market. Through its strong brand recognition and word of mouth, Hi-Beau has been

highly successful in attracting Chinese consumers.

z‘H|BE AU X

S
Al
JUEERD, BIR R M, WRENEFREM SRR
FEERLE, lEE “—H—R"BEESMA, M EEEK
W+BY R R, PERNBIRERER T —MEIRENE
X, B2C, B2B, 020 A gk ALRIFAIE, LA FTEY
HERR

1[[13

MEEPEZFKTINEELRE, NEABREY KX, A
M EENEERRE T ESNER, WRERER
Wt EA TR, BEZT, AMEMPRE T . #isk
HEZNATBRETERNINE @, 1555 B MR
ES2 47/

—ERTEEREEmINRELE, —B2BRF
REMNXFAIH, EXE—ABLESH, ZEERA
IR IB S BN R? EREA REM AR Z N B FE PIE
FoREHIE?

(The KEY)IbR#EIEEIHI-BeauS A i FICEOIKRASL
&, DETEHI-BeauBR L MR R BAH RPN K
BE ZEOMS LIRSS R R IHE BRI FIRT.

Preface

Years ago, the term”cross-border e-commerce” posed a mystery to most

Chinese consumers. In recent years, facilitated by the One Belt One Road
initiative and the rapid development of Internet Plus business models,
China cross-border e-commerce has boomed, with terms such as B2C,
B2B, and 020 all becoming terms commonplace in everyday terminology.

Along with the country's rapidly growing economy, not only has the
number of well-off increased substantially, but their pursuit of quality
products has also intensified. As the number of choices available to
consumers has multiplied, they feel more inclined to be picky about the
products they purchase. More and more people feel dissatisfied with
Chinese brands and have begun to turn towards international products.

Not only has the Chinese cross-border e-commerce market grown
substantially, but the health supplement industry has also grown in
popularity. With this in mind, how do merchants deal with the different
opportunities and challenges that the market presents? How does one
stand out in a sea of like-minded competitors?

This edition of The KEY invites Hi-Beau's CEOQ, Mr. Ming (Mike) Zhang, to
discuss Hi-Beau's rapid growth and strategies going forward, as well as
major trends in the industry and his thoughts on the market.
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Treat each customer as a family

As its Chief Executive Officer, how would you define Hi-Beau as
a company (brand theory, vision, etc.)?

Mike: As a health supplements supplier, we aim to offer everyone access
to natural products that can enhance their health. Our long-term
mission is to become true pioneers in the broader health supplements
market.

Could you briefly discuss how you put these thoughts into practice
when growing Hi-Beau's business?

Mike: In order to accomplish our goals, we must first commit to
providing the highest quality products. We conduct product selection
with the principle that we are treating our customers as if they were
family. We are continually in-step with the world's latest advancements
in new products, technology, raw materials, etc. by maintaining
partnerships with the world's leading research teams in the industry.
We use applicable standards from Singapore's Bureau of Health
Sciences to build health supplement products in the US, Australia, and
Japan - in accordance with our intent to select, manufacture, and
procure only the best, most healthiest, and most suitable products for
our customers. The high quality of our products and services are on par
with what we would provide for our own family members, and this is

the number one standard that we stand by.

The China market has unlimited potential,
and is our number one priority

As a global, cross-border oriented company, how do you come
across new markets to enter, and more specifically, what criteria do
you consider when entering a new market (take the China market
as an example)?

Mike: Our process for selecting new markets to enter is a multi-step
process, and at each step we must take different factors into account.
For example, though the Chinese market is large, only in the past two
years has cross-border e-commerce grown so much more rapidly than it
had in the past. Though we have branches in Singapore, Malaysia, and

Hong Kong, the China market is our number one priority. To us, the
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main consideration for market entry is whether or not we can introduce
our products to the local market in a way that allows them to hit and
exceed our already high sales targets. We also examine how we can
cooperate with reliable and trustworthy local business partners, and
how local government policies may affect our business. The sheer size of
the China market and its highly developed infrastructure is its largest
natural advantage.

What do you think of the market for China’s domestic
consumption? And what do you think about the developments and
trends that are going on within the health supplement industry?

Mike: The potential that the China market possesses is limitless. As the
economy continues to grow, consumer expectations will continue to
grow in tandem, and naturally demand for high quality health
supplments will do so as well. There are two points I'd like to make
about the potential that the China market presents to us: 1. The market
for health supplements will continue to expand, and 2. Chinese
consumers' reverence for overseas brands will become even more
prounounced going forward. Domestic brands will also see some surge
in popularity as well.

Strict attention to detail
Is our promise to consumers

With regards to your global expansion, what is the difference
between building a self-owned e-commerce platform and
choosing existing ones (such as Tmall or JD) as your business
partner? What is the biggest challenge to you when operating
online shops on JD/Tmall?

Mike: Building a proprietary, independent e-commerce platform is what
the majority of brands out there do, so we are not unique in this aspect.
However, | should note that if an independent e-commerce shop is to do
well, there must be a sufficient amount of traffic coming in, which is not
easy to produce and requires a long period of investment in terms of
both time and money. To many companies, it is simply easier to just set
up a shop on an existing e-commerce platform; such a platform is also
easier to maintain and develop over time. Nevertheless, for our Tmall and
JD shops, a host of different issues pop up on a regular basis and we
have to put in considerable effort to resolve them. Some common issues
include competing with other brands within our industry niche, efficiently
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converting traffic into customers, maintaining our brand rankings, and

more. On the other hand, consumers tend to have more confidence in a
brand that is active on multiple platform, so that is something to keep in
mind as well. These issues all require an intense amount of effort and
meticulous undertaking to deal with, in addition to maintaining the
operations, user interface development, keyword optimization and more.
of these online stores.

Throughout Hi-Beau's rapid growth, you have been working with
various manufacturers and third-party service providers.What are
your criteria for deciding on which business partners to work
with? Have there been any bad experiences you would like to
share with us?

Mike: Our key principle is that we treat our customers as if they were
family, and so we tend to look all over the world for suppliers and
partners that share this principle. It doesn't matter if they're a raw
materials supplier, a manufacturer, or research group; we take utmost
care to filter out bad partners. To use raw materials as an example,
we only pick materials that are natural and have undergone strict
purification processes and testing. We inspect them thoroughly,
starting from their country of origin and ending with the end of the
production process. We have surpassed our market peers in our
efforts to make sure that our products are innovative and stand out.
On the logistics side, our preferred partner SF Express enables us to
make sure that our products can be safely delivered to our customers
on time. The Certified International Shipping service they provide us
with can accurately verify product pick-up information,and track the
trajectory of the packages as they pass through multiple stations,
helping us to gain the trust of our consumers.However, sometimes
limits to a platform's scale force us to use other logistics providers as
well. Though there are few cases of poor experiences, they do occur,
and when they do happen we do our utmost to improve
communications efforts so that they don't happen again. If a service
provider cannot meet our needs, we are open to finding better ones.
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While you could say that the Chinese market is the world's
largest and mostdiverse market, you could also say that it's
the most difficult market to do business in. So in order to
enter the Chinese market one must understand the unique
characteristics of Chinese consumers: what are their
preferences and needs?

Localization is a precursor for global
expansion

Could you briefly introduce how you grew Hi-Beau to become
such a distinguished, well-known brand in China? Are there any
unique challenges in the China market that distinguish it from
other markets?

Mike: While you could say that the Chinese market is the world's largest
and most diverse market, you could also say that it's the most difficult
market to do business in. So in order to enter the Chinese market one
must understand the unique characteristics of Chinese consumers: what
are their preferences and needs? Chinese consumers, at least in the
health supplements space, need to be assured that their products are
safe; the high proportion of online consumers and the data that
represent them indicate that the bulk of them tend to be young and
female. Therefore, beauty- and maternity-related goods tend to be more
in demand. With this in mind, tailored, high-quality goods have been the
number one factor in our acceptance by Chinese customers.

Apart from the China market, are there any other markets that have
caught your eye? What do you think would be the first step in
entering these markets?

Mike: Aside from the Chinese market, we have been keeping a close eye
on Southeast Asia. The ASEAN countries are characterized by their
geographical distance from one another, differences in culture, and
differences in economic development, with one example being that
requirements for cargo transport may differ from country to country. For
example, Indonesia is a country with many, many islands. Faced with such
a situation, one must do all they can to thoroughly research and
understand each market, and it requires a substantial investment of time
to become acclimated to each country's unique circumstances. Only by




COVER STORY

8% AL RER, RENEENVRIMNEE
FE, ASESWS NEMHLEESE. REE.
MLENREE; EIANIRELZEHI-Beaurtid iz
FETHHRENATE? HWHi-BeauN KR
FEE T R R2 MR ?

KD HAARNBTESRE. ahBiIEEAN
BIMmiZE, BFARRIZTT, HE—K
TRAFNENEHTES, FEHRMSE. &
HEFINTZE, FA—DHMKREL, HIE
EPEFE-—RIERARTZEH, MIFEXTH
BYSBERZ R IVAI 2. [FEY, mEREMN
TR RS|IAENR SR, HINEIREWL, H/ER
TFHEEKHHREHERMNZ K.

- 0]
mid

IE3NHi-Beau B4 il CEO IKEB S AT IA
A, REZFHE R EX N R
BHERNHIHARE R, TR B R
HMELZRERE—ERE LBRET B
PUHEREHZNI G, BIRRZES
FRAEE B INER T HiH5EF. ERIRFR
3K, EXT B AR T R R TR YA +
RERME, BULTZEEE5FE”
FEREFEEH. ETHEHNHH TR
THERE B RA ST B RIERE R 5K
B, FENBBRERF RN~ R
1, AT IS A EHE U RERE RN
ARSS SRR, 7 RER BT E B s FHEREY
HEERR, HERMAZINESHIT
Rz o

AN
AN e

s

2
«

entering each market one by one can you provide the best products and
services for your customers. Because of the numerous geographical
difficulties that the region entails, figuring out what the best logistics
solutions are is oftentimes the first step.

Throughout a company's growth period, its leaders oftentimes can
be divided into four types: advocates, followers, observers, and
pioneers. What kind of leader do you think you are? And how has your
disposition affected Hi-Beau's development over the long run?

Mike: I'd like to think of us as advocates. Firstly, before we enter each
market, we conduct an immense amount of detailed research, and try to
figure out one or two ways to carry out highly tailored marketing,
because if we don't, it can be easy to be overlooked by consumers
online. At the same time, in order to fulfill our desire to become industry
pioneers and leaders, we are constantly changing, and constantly
engaging in trial and error in order to figure out how we can conform to
the rapidly changing global market.

e
Epilogue

Hi-Beau CEO Ming Zhang discloses that though the rapidly
growing Chinese economy has brought about numerous
opportunities, competition within the cross-border e-
commerce space has intensified and the barriers to entry
have been lowered substantially. He believes that, when
facing such obstacles, it makes sense to adapt rigorously to
local tastes, but also strive to preserve the perception of a
unigue brand throughout the process. Only with a flexible
approach, highly tailored marketing, and local partners that
share the same principles can a new market entrant find

success in the Chinese market.
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The Next Era of E-Commerce

BEE[BREIIHEELSH EE . MHEE  Redirected from Ling Zhiling New Retail column  Author: Ye Zhirong
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88, A=HaNIBESH, ERFEART (RFHE—F¥ Kk In August, led by Prime Minister Li Kegiang, the State Council
FHRE SNBSS ERNMESEN) (TS issued a circular to promote and upgrade information

consumption, aimed at further unleashing the potential of

MBI ), BEH—DT ANARESHEE, TOR
BMAFEBN, HREFLRAEDD . (BR) HiEH:

domestic demand. The document notes that: “Cultivating
social e-commerce, mobile e-commerce, and new technologies

“BEETHXBETFES. BB FESMRARRN to create the next generation of e-commerce platforms will
H—RBEFEERTE, BUREFRNTISERSEZR, 7 result in a new type of retail ecosystem.”
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From the State Council's circular we can conclude that
the next generation of e-commerce platforms will be
characterized by three main factors: mobile e-commerce,
social e-commerce, and new technologies.

The Mobile Internet: Providing a
digital ID for each consumer

We have already become a large, strong country of mobile
internet users. IDC data shows that in the first quarter of 2017,
the Chinese smartphone market grew just 0.8%. Growth of
smartphone sales is flattening, reflecting the fact that the
market is quite saturated and that penetration rates may already
be too high. This is partly due to the declining prices of
hardware and partly due to the proliferation of mobile internet

applications as well.

As for mobile payment services, China has already surpassed the
rest of the world to become the undisputed leader. Recently
Singaporean Prime Minister Lee Hsien Loong scoffed that one of
his ministers visited Shanghai and felt like a country bumpkin
because he didn't realize how widespread mobile payments had

become in China.

The popularization of mobile internet and the rich application of
mobile internet provide a very important basic condition for the
development of " new generation e - commerce platform ":in a
three-dimensional grid of location, space and interpersonal
network, the mobile internet has digitized all consumers, and

has given all consumers a unique id, the cell phone number.
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Social Networks: Creating, Expanding,
and Linking Communities

The biggest market opportunities for new generation e-commerce
platforms rely on the consumption upgrade. One had to create
awareness that better products were out there before consumer
spending could increase. Today’s consumers comprise over 900
million social networking users that are inherently linked to each
other, and which will be the target audience for the next

generation of e-commerce platforms.

The potential for e-commerce platforms on social networking sites
is almost unlimited. User groups can be big or small, and can grow
or dissipate over time, but new ones will always arise. This flexibility
creates numerous opportunities for new, niche markets to emerge

and grow.

New Technologies: Using Big Data and
Aritficial Intelligence to visualize social
and consumer behavior

Social Physics author Alex Pentland brings up the concept of “Social

Physics”, which takes big data and uses it to create a measurement model
for social behavior, thus attempting to visualize the complexities of how
people interact with each other. Once social behavior can be measured,

we can then figure out how to manage and improve it over time.
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Looking at the
next generation of e-commerce

The document published by the State Council notes that a new type
of retail ecosystem will result from the mix of social e-commerce,
mobile e-commerce, and new technologies. New technologies will
affect e-commerce the most in the following fields: cloud
computing, big data, and artificial intelligence. The next era of e-
commerce will require developments in these three key areas. Two
preconditions must be met: users will be ID'd by their consumption
behavior, and the social relationships between consumers will be

visible online.

Today, as we frequently refer to " building a complete user portrait ",
we need to build more than the consumer portrait of the user, but
the social portrait of the user. Because people are social existence,
retail is also a social industry, people's consumption behavior will be
significantly affected by the social environment. In order to better
predict the consumer demand, we need to build a more complete

social portrait of the consumer.

The concept that a user’s digital ID is an accurate representation of
his/her real-life persona (behavioral point) allows one to map out the
trajectory of his/her social behavior (behavioral flow), accumulating
large amounts of data (behavioral web), while at the same time
resolving any privacy or user data issues. This allows computer
systems to create a model of user communities, detailing the
degrees of separation between users, user behavior, and other
potential links. With a more complete picture of user communities,
companies can use artificial intelligence to better match supply with
demand. For example, in the future retail companies will be able to
know how big to build their shops, what kind of managers they
should hire, and even what kind of consumers will be within a one
kilometer radius of their shops. This will create a more rational way
for retailers to provide product recommendations for consumers. For
example, the surrounding neighborhood may have 100 dog-owners
and the system may automatically recommend dog food as a result;
or if there are 100 children in the area the system may recommend
diapers. In such scenarios, the accumulation of data will result in the
creation of user communities, and the systems that the retailers

operate will be able to provide more accurate recommendations.
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Cross-border e-commerce expert Skyla discusses how a seller can penetrate
different markets on Amazon, starting from the first crucial step of product selection.

. wawnan ] (s

The Ten Principles of Amazon Product
Selection

X/MERM fFh=iE  Yuguo Wang, Author Zhong Yunlian

AN 01] Principle # (@
ARMEXiE TaYFEDE Pick a product based on its potential

FISHFE L, B~ REARONET RESFTE prOfIt margin

SWMFETE, IRTHFNAEM LEEBAERE On the Amazon platform, to select a product potential seller must first
BT EABONEE, BENNIEMRESERBERT focus on its potential profit. If a certain market is controlled by a large
SERRE, BASKyBRNERMZTUEE, BRI monopoly, then its product's prices may be unmatchable. Therefore, Skyla

. e R o recommends that sellers give up on competing with such a player and
RO ZEE IR RN AAENRRBN=S; e ip PEring WITh such a piay

instead focus on a market that its products can corner.
0 \ Bis. T iz . ) .
ARNRREZHEY, LNksE. ZEAME Factors impacting price can be many, such as whether the product can be
BOMERE, 7 anFTERORT I R4 SRS A8 30 AL AAS shipped by sea, air, or ground, or whether the product is at an early or late
ERENFDRR BN A EIM L, EFMm=mEN. stage of its lifespan.
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Principle #@

Keep a close watch on sales volumes

For an Amazon seller, only short-term sales volumes can help push a
product up the page rankings, and only after this occurs can a seller
decide on a sales plan and sales targets, such as how much market share
he/she would like to target.

If a product has thousands of reviews but a seller's attempts at real-time
sales monitoring cannot yield results, Skyla also recommends that the
seller examine whether or not the product is a seasonal product and has
entered its off season.

Principle #@
Examine products through filtering by
average customer review

When examining product reviews, Skyla recommends against going to a
marketplace where there are too many listings, because products with
over 1,000 reviews tend to dominate 80-90% of sales volumes.

Secondly, one should avoid products with an average customer review of less
than four stars, as this indicates that the product is flawed.

Lastly, one should also pay attention to negative reviews, and sellers should
address flaws that the product may have.

Principle #@

Look at the listing duration of a product

If a product has been listed for over a year, Skyla recommends that the
potential seller be careful .

After a product has been listed for over two years, customers have
already become accustomed to the product, and new entrants may have
difficulties breaking in.

When a product is relatively new to the market, a new entrant move up
quickly in terms of reviews and sales volume.
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Principle #@

Boil it down to a niche product category

In reality, Amazon sellers often find that items tend to fall into slightly
different niche categories, and need to be more specific as to what
niche to focus on.

Skyla suggests that when a product category is not specific enough, a

seller's sales volumes may suffer as a result.

Principle #@

Pay attention to the “28 theories” of
color and dimension

Sellers should take into consideration the color and dimensions of best-
selling products, but not necessarily copy their exact format, as this may
require a large investment and the product may not necessarily result in a
high conversion rate.

A seller should bear in mind the “28 theories”; regardless of how good
he/she is at execution, only 20% of products are the best-sellers, and those
are the ones the sellers should pay more attention.

Principle #@
Examine a product's search keyword
popularity

Generally speaking, if a seller is looking for a product to sell, he/she should
do an online search using specific keywords; if over 50,000 results show up
then the seller should move on to a different product.

Since the market is so competitive, unless the seller has a secret weapon
that allows its product to stand out amongst these 50,000 listings, he/she
should avoid these types of products.
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Principle #@

Follow newly released items

“The products that we pick are not selected from the best-selling item
lists, because we discovered that there are many products with which
we have no chance, and incumbent sellers have large advantages that
make it difficult for us to catch up. So everyone should pay attention to
the New Releases item list”

“One can discover new opportunities from new product categories. Since
the number of reviews are low, the products have not been listed for very
long, and a new product can move up the rankings very quickly,” Skyla says.

Principle #@

Pay attention to product/market trends

When picking a product, sellers should take into consideration how
their products were sold in the last few years;

Sellers should also plan accordingly to seasonal variations, as they should
conduct advertising in the off-season and prepare for higher volumes of
shipments when the product is in-season.

Principle #@

Develop an upstream supply chain strategy

After deciding on a product, a seller should focus on innovating and figuring
out how to manufacture large quantities of high-quality products.

Whether or not factories can keep up with the seller's and market's
needs, and whether product quality reaches a certain standard are all
extremely important questions.

From Skyla's point of view, finding a supportive manufacturer is very
important, or else a seller's efforts at marketing may go to waste if the
product quality or shipping time may not be up to customers' expectations.

A product being removed from Amazon's platform due to product quality
issues is a worst-case scenario, so the seller should carefully check a
manufacturer's qualifications and avoid copyright infringement; otherwise
poor product quality can lead to large losses down the line.
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Five Types of Innovative Products on eBay
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Types of Wearables Sold by Chinese Sellers on eBay
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BREFER
Smart Wearables: Smart Watches

An Extension of the Human Body

BHEEM

Smart Headphones

o fiffe]m

Smart wearables can be worn by consumers or integrated into

clothing. They can be considered an extension of smartphones
and computer technology, but more portable. Smart wearables

not only are hardware products, but can also, through ,Abaﬁﬁ EEEEIF
software and big data, provide additional functions for users. Smart Glasses Smart Wristbands

&= :Iz. £E ZENERHTIFE SRS RSN

The US, UK, and Germany are the three largest markets for China smart wearables.

‘ N '? SEE BARMERT R ISR LBE TS
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France, Italy, and Spain are three markets with the largest potential for growth.

PESEFKEEFHIREHEEMEEREETL150%

The volume of smart wearable goods sold by Chinese merchants is growing by150%annually

25



IDEA WATCH

FEATLSE: R R R L TT

REPAISE, BMVR , R A ENRAEE - M EMNZ 48T
5, WX ARG OB AR DL IR 5T F— R P RRA BRI, ik
ERERT R IREIRE,

KEEVREMHIEFIVRN BRI RETBLEL, LU @+ A B+ A"
AZOBVRESEREN, ERF BRI 0 B AR (EH
BEEHB . ETFNL,

Virtual Reality:

The Era of Social Entertainment

Virtual reality, also known as VR, utilizes computing technology
to create a virtual, three-dimensional world that simulates the
senses of sight, sound, touch, and even smell, allowing users to
experience real-life scenarios. VR will continue to make new
advancements, creating an ecosystem of “hardware + software
+ content + applications” that will gradually come to cover a
broad array of different industries including gaming, film & TV,
live streaming, social media, and even education and health care.

PEZEREeBayF B LIHEMNVRISETER
Types of VR Equipment Sold by Chinese Sellers on eBay
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VR SH8H VREHI&E
VR Panoramic VR Headsets
Cameras

= FERWETBRATHERLESKBT350%
~— The US is the largest market for VR equipment, with sales
volumes growing 350% year-on-year

‘*' £ INEAFLRAFIL 52, 311
Canada and Australia are the number two and three
markets for VR
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3D Printing:
Everyone is Turning into Makers

3D printing is a technology that uses digital models and a layer-by-
layer approach to printing to create real, physical products. Its
applications are gradually expanding to cover the health care,
construction, automobile, space, education, and design industries.

eBayhEERM3DITEPX=RETETIE
Types of 3D Printing Products Sold by Chinese Sellers on eBay
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3D Printing Pens 3D Printing Supplies and Accessories

‘ " ' ; EEEAR BT P EERIDITENE S mAE LI KE450%

< Chinese sellers are seeing sales for 3D printing products surge by 450% annually in France, Italy, and Spain

‘ Tk HEsREfEEXS3DITENSE F* MEVTFE R WAL H5REN, DN AT ERRE ZAB BT, H BB 100%H B R4 5=
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Industrial powerhouse Germany is a key market, having become the second largest destination for Chinese sellers, with growth growing

by over 100% annually
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Smart Home: Comprehensive
Solutions for Everyday Life

Smart home products utilizes the Internet of Things, remote
controls, and interactive technology to transform one’s everyday
surroundings into an integrated smart system that meets
demands for security, energy efficiency, convenience, and comfort.

eBayFEIERNEE~mEHE

Types of Smart Home Products on eBay
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BhehEMERIRE
Smart Remote
Control Equipment

BEERG

Smart Video Cameras
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Smart Humidifiers and

g Temperature Control Equipment

HHefReA
Smart Lighting Equipment
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Smart Security and
Protection Equipment
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4> Currently, the US, Canada, and UK are the largest destinations for Chinese smart home products

@ BMAMILEL NP ESERELRSRERABNINTE, B EEKBE130%

The Australian market has large potential for growth, with sales volumes growing 130% annually

(0 T AR EARMET RS, HE SR R 780%
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France, Italy, and Spain are in hot pursuit, with sales volumes growing over 80% annually
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Drones: From God'’s Perspective

The drone market opened with a bang, and has so far continued
to maintain its explosive growth. Because of the high concentration
of manufacturing capability, first-mover advantage, high
iteration speeds, and other factors, China is host to the world’s
largest players in the drone market. Drones have become a hit
product category for Chinese sellers on the eBay platform. Now,
the market has expanded to include aerial photography drones,
portable selfie drones, multi-purpose drones, speed racing
drones, and even underwater/submersible drones.
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The Next Generation of Flagship Drones
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Speed Racing Drones
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The US is the largest and fastest growing market for Chinese
drone sellers, with volumes growing over 1500% annually

AR EE T fHE T IIEREBEZ900%
Each market in Europe is seeing sales volumes growing by
over 900% annually
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