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Part 1: Market Overview

— How Big is CBEC Market? %
— Who are the Buyers.’vo




Market Overview-The China Opportunity Today

The Transaction Values of China’s “618” Shopping Gala Hit a New High

18 DAYS 90 PLATFORMS 318 BILLION RMB 11.8% GROWTH



Market Overview-The China Opportunity Tomorrow

Number of CBEC shoppers in China, 2014 - 2020 Transaction Value of CBEC (import) , 2014-2021 (estimated)

180.8%

128.0 Value in billion

Influence factors: 3886 a8, ﬂ
oSO 5
* Consumption upgrade 25.9%

* Price gap btw overseas & domestic market 14.7 412 744 1113 161.3 2183 2824 3556
* Positive policy support

* * * *
* Better logistic service 2014 2015 2016 2017 2018% 2019* 2020* 2021

* Increase in investment Transaction value (Billion yiuan) s 0y Qrowth

* Economic globalization )

Source: iIResearch * Note: Estimated figures.



Market Overview (Age, Gender, Product Category)

The first half year of 2018 -Categories of products
purchased by CBEC shoppers on CBEC platforms

The first half year of 2019 - Age
Distribution of China’s CBEC Users

m <18 m 18-24 | 25-34 m 35-44 W >45

TGl 132

The first half year of 2019- Gender
Distribution of China’s CBEC Users

Data from www.100ec.cn
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Part 2: Introduction of CBEC

— Major CBEC Platforrr‘\i ‘ 'E

— What is Cross Border E-com




What is Cross-border E-commerce ?

CBEC: & Export CBEC

The online purchase of a select list of goods that are imported from overseas countries via China

government sanctioned third-party ecommerce platforms such as Tmall Global, Vipshop, Koala, D,

using the bonded warehouse mode or the direct mail mode. jsEh: %2S @I 7RI



~ Major CBEC Platform

P

201348 H

M KREE 1) A"
201456 8
BeC i i

20145F10H

DT EIN @@ FRETBE

g.5uning.com

2014612

PN A mm R

#F * 8P ERFON

201554 A

Bﬁﬁf
@® 2011%£108

KIBER
THALLFK
=] 2014421

BE RELHBSE

GLORAL STORE
® 2014498

I 52 [

EvEnN JTAnE

()iﬂ'.%:?_i -
® 0ukuf hanaonia

) m=as o
20154128

CBEC (Import) Platforms by Market Share, 2018

® Kaola.com

® Tmall.com

= JD.com

= VIP.com

® Yamtou.com

= Jumeiglobal.com

» Xiaohongshu.com

m Other

Source: iResearch

10



Major CBEC Platform

The Competitiveness of TOP 10 CBEC Platform in China in 2017

Ranking Platform Competitiveness Index
1 Kaola 97.6
2 KIBEPR  (Tmall Grobal 953
3 i VIP International 924
4 RREIE 10 Worldwide 90.8
5 @ﬁg% YMT 81.6
6 WIS |Red Book 86.2
1 KB o7 |Daling 826
8 Bolo.me 80.3
9 : -E‘-_ Fengqu 108
10 Higo 16.6
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vip.com -

High quality

Middle Class, White-collar citizens (20-40)
Fashion & Apparel, Jewelry & Accessories,
Sports & Outdoors, Children’s Wear & Shoes,
Home & Personal Care and Nutrition and Health
Food

20,000 international brands, across 77
countries/regions

Special application process

Logistics: Cainiao Express

Cosmetics, Maternity & Baby, Food & Health
Care, Apparel & Luggage, Digital Appliance

Online sharing community

More informative and detailed content -build
trust with Chinese users

Beauty, fashion, food, traveling and lifestyle

Online discount sales

Sell excess inventory at discounted price
Cosmetics & Beauty, Maternity & Baby, Food
& Nutrition, Home & Personal Care, Fashion
& Apparel 11



Part 3: Interpretation of the Latest
CBEC Policy

— A Chronology of CBEC polic
— Positive List
— Pilot Cities

— Taxation Me
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A Chronology of CBEC policy

Phase 3 Transitional Policies
Phase 1 Groping Stage
* 2-year buffer period (scheduled to expired by the end of 2018)
* “temporarily” exempted pre-market approval for cosmetics,
Infant formula, special foods in 15 pilot cities

* Regarded as personal goods
* exempted from tariff, VAT and
consumption tax

Phase 2 “4.8 New Policies” — 2016.04.08 Phase 4 “2018 New Policies”

e Regulatory reform * Further extend the transitional policies
> Taxation of CBEC retails beyond January 1st,
> Positive list 2019.

> Supervision method * E-commerce law
13



Can my product can be shipped to China by CBEC?--Positive list

Two lists (2016)— one list (2018.11)

63 commodities are newly included in 2018 version, Currently 1321 items are listed.
Preferential tax rate

No need for special licenses or filings

Dried and
health food Infant formula preserved fruits Honey

Dairy products Olive oils Wine

14



Pilot Cities
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Pilot zone
Beijing
Tianjin
Shanghai
Tangshan
Hohhot
Shenyang
Dalian
Changchun
Ha'erbin
Nanjing
Suzhou
Wuxi

No.

13
14
15
16
17
18
19
20
21
22
23
24

Pilot zone
Hangzhou
Ningbo
Yiwu
Hefel
Fuzhou
Xiamen
Nanchang
Qingdao
Weihali
Zhengzhou
Wuhan
Changsha

No.

25
26
21
28
29
30
31
32
33
34
35
36

Pilot zone
Guangzhou
Shenzhen
Zhuhai
Dongguan
Nanning
Haikou
Chongqging
Chengdu
Guiyang
Kunming
Xi'an
Lanzhou
Pingtan

15



Taxation management

New tax scheme (released in 2016) : CBEC Comprehensive Tax

Import tariffs VAT
(Depends on HS Code) (Value-added tax)

From: http://www.customs.gov.cn/

Consumption tax
(Depends on HS Code)

16



Taxation management

In 2018, transaction limit of CBEC retail products was raised from 2000 RMB to 5000
RMB per transaction and from 20,000 RMB to 26,000 RIVIB per person per year.

« 5000 RMB [IEhIFEPEI 2 _ VAT rate + Consumption tax rate T
. 26,000 RMB = CBEC Comprehensive Tax Rate= - X 0
1 - Consumption tax rate
Example: Comparison:
Import Tariff Rate VAT Consumption tax rate
0 From 16% to13% 0
CBEC Comprehensive Tax Rate 11.2% 9.1%

17

VAT Reduction - significant cut on CBEC comprehensive tax - CBEC Buyers: lower cost



Updated CBEC comprehensive tax rate for food

Category

Updated VAT

Consumption tax

Updated CBEC comprehensive tax rate

Infant formula, adult milk

From 16% to13% 0% From 11.2% to 9.1%
powder
Azl eee From 16% to13% o% From 11.2% to 9.1%
cereal-based snacks, dried
fruits, nuts, coffee, mineral
water, soft drink, chewing From 16% to13% 0% From 11.2% to 9.1%
gum, flavorings, beer, ready-
to-eat bird nest, etc.
Chocolate From 16% to13% 0% From 11.2% to 9.1%
. . . : :
seed oll, olive oll, linseed oll, From 10% to 9% 0% From 7% to 6.3%
natural honey
wine and sparkling wine From 16% to13% 10% From 20.2% to 17.9%




Conclusion

Supervision Methods

Pilot Cities

Positive List

Taxation
(Transaction limit)

Expedited customs clearance times
Circumvent animal testing, special food registration
Fast time to market

Promotes the development of CBEC

Provides more varieties of goods to be sold via CBEC

Benefits the entry of more high value products including some
affordable luxuries, electronics and beauty apparatus;
Promotes the expansion of the CBEC market.



Part 4: Impacts & Strategy

— CBEC VS General trade %
— Impacts & Strategy Vo




CBEC VS General Trade

CBEC

* Free from regulatory compliance
obligation

* Access Chinese market rapidly

* Preferential tax policy

* Efficiently test the market size and
consumer interests

* Limited product category

* Restricted sales channel & market

expansion

General trade

Sound and well-regulated
procedures

A huge varieties of goods

Time and money-consuming

More stringent requirements
for special food

21



~ CBEC VS General Trade

CBEC Helps Foreign Brands Integrate into Digitalization Process of China’s retail Industry

Cross-border E-commerce Imports

E-commerce Partner Enter Improve
Evaluation (Operator) Platform & Store &
&Selection Selection Create Store Operation

Foreign Omni-channel
Brands/Retailers Operation

Market Continues

Assessment, Appllgccatlon Pg:;nnenre‘l& Optimization
Set up offline of Channels

Store Preparation Selection & Craatior

General Trade Imports




Impacts & Strategy

STRATEGY FOR OVERSEAS BRANDS

Streamlining cross-border supply chains, improving sourcing capability

and increasing the variety and quality

Due diligence in selecting its Chinese business partners

Develop effective social media (KOL) — Wechat, Weibo

Internal compliance program to closely monitor and control the supply

chain and compliance risks

23



Subscribe to our latest regulatory & market news In
Asla-pacific regions at dS%chem

CONTACT US
ChemLinked by REACH24H Consulting Group
Add: 14F, #3 Bldg., Haichuang Technology Center, Hangzhou, China (311121)

Email: contact@chemlinked.com | Skype: ChemLinked Official
Tel: +86 571 8609 4444 | Fax: +86 571 8700 7566

LINKEDIN WECHAT




The 2nd ChemLinked Food Regulatory Conference

Venue: Sydney, Australia

Date: Nov.20, 2019

Cosmetic Regulation Workshop in Pairs
Venue: Pairs, France

Date: Oct.18, 2019

25
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CBEC (#0) X 5 %M, 2014-2021 (FifH)

180.8%

Value in billion

33:3% 29.4% e go;

147 42 744 1113 1613 2183 2824 355.6

2014 2015 2016 2017 2018*% 2019* 2020* 2021*
Transaction value (Billion yiuan) 0y QoW
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Source: iIResearch * Note: Estimated figures.
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CBEC: & [ CBEC
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From: http://www.customs.gov.cn/
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