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Will J-beauty
take over K-beauty?

The rise, the fall..

Sephora’s initial K-Beauty spotlights 2015-16

ATRENDINGa SEPHORA

IN-BEAUTY SKIN CARE
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[ Grew Up Around Korean
Beauty Products.
Americans, Youve Been Had.




“K-Beauty” won but Korean brands did not

® koreanbeauty @ sheet mask alassskin - ® water cream United States. Past 5 vears

N

i dan aAA

(Google Trends analysis Korean Beauty vs. sheet mask vs. glass skin vs. waler cream) Sheet mask and waler cream

“K-Beauty” won but Korean brands did not

explosion of K-Beauty in 2015 and 2016 o
( lmzaﬂ-lmsnomi
Why Everybody’s J_ i 6 A
Obsessed With Skin B S Dhe | o
Care Right Now It's P e D PO P
not just you. b .l g ST 64
] I ==
THE YEAR THAT SKIN CARE BECAME A A |
COPING MECHANISM B e 1w
§ o Avon Capitalises On Korean Beauty Trend With

New Collection
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“K-Beauty” won but Korean brands did not
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There’s more competition than ever for Korean brands
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U.S. and European

Buzzy innovators and

U.S. “K-Beauty” brands
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Initially, Korean brands had to
convince American consumers that
their innovations worked.

Today, Korean brands must
convince American consumers to
care about their brands.

Why K-Beauty brands have failed

Not focused on U.S. customer  No perspective on the customer Picking the wrong distribution
demands

Is your key demographic young? Old? Many brands went with the biggest retail
K-Beauty brands do not create inclusive Urban? Beauty obsessed? Natural? Where partner offer, without understanding the
shade ranges does she shop? What other brands does she U.S. landscape and what it meant for the
buy? brand's perception in the U.S. market
Lack of understanding of U.S. Logistical nightmares Oversaturation
retail
No U.S. warehousing, no English Before customers could even fully get
Opening a physical retail store without other labeling, no concern about ingredients, acquainted with K-Beauty, Korean brands
channels is a mistake. Opening in U.S. drug no stance on cruelty free. flooded every space in the market with
stores. Picking the wrong launch partners. many brands appearing in mulfiple

retailers across price points
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So how can Korean brands succeed
in the U.S. market and create
meaningful relationships with

consumers?

Create a brand worth caring about

Come to market with a clear brand vision, voice, and
perspective, and carry that through every customer
touchpoint

Explain your brand to consumers and make it stick
with excellent branding and visuals

Stand for something and be unique, being a Korean _ v \
brand should be a part of your identity but make sure Y P‘mg“ ur s
there is something else there for customers to PRTRN  »
connect with...

Avoid falling into trends (example: “skip care”)

Hone your brand identity so that it can stand against
the buzziest American brands




Break out of Korea first mentality

Korean brands aren't putting a global face to their brands

No global ad campaigns and lack of Shiseido’s 2018 campaign and partnership
representation in brand imagery with influencer Kahlana Barfield Brown
position it as a brand for ALL

Find the right partners and focus on them

Equally important, focus on your chosen partners and do not spread your brand too thin across multiple retailers

TARGET "\ SEPHORA _  primera N
t LANEIGE ,‘ \ SKINFOOD \ (. COSRX
¥ N ) Mamonde
MASSHA / innisfree

AMOREPACIFIC

belif r.Jart+ )
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Empower your brand
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| BEAUTYCOUNTER
E : I Clean beauty brand Beautycounter
) was the #1 searched beautly brand
Auto-Replenish Programs Loyalty Programs in the U.S. in 2018 13
Unlock customer loyalty
: Embrace U.S. customer love for
Arm yourself with knowledge of the
Create an identity and offering that marky::‘ufoyaﬂl;enabﬁng fo%:s and Korean innovations but learn from
can stand against U.S. " e right partners ! the brands that came before you
powerhouses
14
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Thank youl!

jamie.johns@ordergroove.com
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K-Beauty Brands That Are Successful in the U.S. &
What They’ve Done To Achieve Success
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Types of Productsiihéy/re Looking For

Retallers
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How Do You Ensure a Successful Brand Launch in The U.S.?

Key Launch Points

A plan you have been working on for a
long time is beginning to take shape.
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How This Could Damage Your Brand
What's a Backwards Launch?

The Red Tape

Product Claims, Labeling & The FDA
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How to access Eastern
European Market

dm in Europe dm

Strong positioning of the biggest drugstore

O

chain in Europe
Turnover: 10,7 Billion € (+4,3%)*
No. of stores: over 3.500

No. of employees: over 61.000

0 0O 0 O

No. of countries in operation: 13

* All data refers to the fiscal year 01.10.2017 - 30.09.2018.
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dm in Serbia

Q 92 million EUR (+29,3%)*
O No. of stores: 95 in 26 cities in Serbia
O No. of employees: 886

O Continuous improvement

* All data refers to the fiscal year 01.10.2017 - 30.09.2018.

dm - company features dm

] Best store locations, modern ambience and

pleasant atmosphere socs 55 6 S IO ) @ D D =t 88 i smne

U Unique product portfolio with more than
14.000 products from which more than
4.000 are Private Label:

Beauty Care
Hygiene

*  Household
Bio-food
Baby Care

Q Creating new and meaningful offers that B & o = H QEEEE ¥ v M ===

really benefit the customer

U Competent and client friendly personnel

- 28 -



dm - focus on people & development

U People first (customers, employees,
partners)

Striving for improvement and development
People with courage and creative will

Empathic and persistent

0O 00 O

Developing future for every single person,

our company and our customers

dm on South Korean market

0 dm & Lotte Corporation cooperation since January 2019
U Penetration on the highly

innovative South Korean market

U Popular dm brands available in
9.700 stores and via online

1 41 product of Balea and
Balea MEN on the South Korean marke

U dm brands are popular in the Asian region

- 29 -




- Growth Rate above Europe Average
Growth Rate between “Zero™ and Europe Average
Growth Rate below "Zero™
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Top 10 players in West Europe -
Beauty & Face Care

BEAUTY

€ 29,1 Bill. (+0,3%)

ﬁ Drugstores 2,7%

@ Hyp/Sup/Gr 0,8%

FACE CARE

€ 1,3 Bill. (-1,2%)

f‘ - Based on categories Nielsen auditing in respective countries
& - Discountersincl.(A/B/D/DK/F/GB/I/NL/P/

Source: Nielsen 2019
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Top 10 players in West Europe - o
Beauty LA

niclsen  WEST EUROPE

TOP10(A-Z

BEIERSDORF
COLGATE PALMOLIVE
CoTYy

EDGEWELL PERS. CARE
HENKEL

JOHNSON & JOHNSON
L'OREAL

PRIVATE LABEL
PROCTER & GAMBLE

- Based on categories Nielsen auditing in respective countries
- Countries included > A; B; CH; DK; E; F; GB; D; I; N; NL; P; PL; S; TR UNILEVER
Source: Nielsen 2019

Top 10 players in West Europe - o
Face Care am

niclsen  WEST EUROPE
TOP 10 (A-2)

COSNOVA

CoTY

LAVERANA

L'OREAL

MARKWINS

MOET HENN L. VUITTON
PRIVATE LABEL
PROCTER & GAMBLE
REVLON

- Based on categories Nielsen auditing in respective countries
- Countries included > A; B; CH; DK; E; F; GB; D; I; N; NL; P; PL; S; TR SODALIS
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Top 10 players in South East Europe - dim
Beauty & Face Care

niclsen  gOUTH-EAST EUROPE

:' - Based on categories Nielsen auditing in respective countries
& - Discounters excluded

Source: Nielsen 2019

Top 10 players in South East Europe - dim
Beauty am

NiClsen SOUTH-EAST EUROPE TOP 10 (A-2)

BEIERSDORF
COLGATE PALMOLIVE
FARMEC

HENKEL

L'OREAL

PAPILLON

PRIVATE LABEL
PROCTER & GAMBLE
SARANTIS

t‘ - Based on categories Nielsen auditing in respective countries
bl - Countries included > BUL; CRO; ROM; SLO; SRB UNILEVER
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Top 10 players in West Europe -

Face Care

P
¥
3
&
i
3
4
E
g
L
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£

Capyright ©

- Based on categories Nielsen auditing in respective countries
- Countries included > BUL; CRO; ROM; 5LO; SRB

Source: Nielsen 2019

niclsen  soUTH-EAST EUROPE

TOP10(A-Z

AFRODITA KOZMETIKA
BEIERSDORF
EVELINE COSMETICS

FARMEC
LAB.DERM. AVENE/ P. FABRE

LOREAL

NEVA

PRIVATE LABEL
SARANTIS
ZIAIALTD

K-Beauty Products in Serbia

0 K-Beauty products in dm Serbia since 2017
U dm is the leader on the market of K-beauty
products in Serbia

O 2 shelve-meters in every dm store

(]

U 6 K-Beauty brands available in dm stores in

Serbia

94 various face care products

1t°S SKIN

SKIN SOLUTIONS
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K-Beauty Products in Serbia

dm Serbia product shelves

K-Beauty in Europe
Trend or Counter trend?

,QL
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It’S SKIN - Case Study dm

O Brand encounter: Cosmoprof,
Bologna, April 2018

111} Hf

QO Brand listing in dm Serbia: December 2018 '“] ”

D= Ye= Vet

O

dm international retail know-how

U Refining customer needs in an efficient way,

through novelties and new routines

1] POWER 10 FORMULA SLEEPING CAPSULE ¥iko ionoesiover 15056 53 40 et kol 'l’
\

It’S SKIN - Case Study dm

U Brand education, awareness and promotion

PUS'SKINY
L]
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It’S SKIN - Case Study dm

U Brand education, awareness and promotion

AZIISKI RITUAL NEGE

| ﬁ + IT'S skin SERUMI ZA LICE SA
o T - PAZLIIVO ODABRANIM SASTOJCIMA
Ny
Bm .. .. = | S e SVETSKI HIT -
=5 B iy s H | 1| St KOREJSKE MASKE ZA LICE!

4 lomaire
TAINY
KOREISKE

E KOIMETIRE® X

It’S SKIN - Case Study dm

O Brand education, awareness and promotion
U Cooperation with KOTRA and the Embassy of the Republic of

Korea
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Why Europe? Why Serbia? dm

- 37 -



2 AOF A|ZI0IAQ] K-Beauty
: 71=2]2t M=

RIVE GAUCHE, A& €%




RIVE GAUCHE

INSPIRATION DE BEAUTE

RIVE GAUCHE

OTKPBITHE
PUB roi

30J10TAA
KAPTA
B NMOOAPOK

KAXKOOMY
NOKYNATENIO




RIVE GAUCHE

Founded in 1995

235 stores
+ 300 brands
A +12M loyalty members

+7 500 employees

Russian.Cosmetic
Market

RIVE GALCHE
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2010 2011 2012 2013 2014 2015 2016 2017fF
Source: Rosstat s Cosmetics market value, RUB bn

=0O-Cosmetics market growth, % Y-0-Y
Cosmetics & Fragrance market Value in 2017f is 10 bin on $ basis (USD = 58,3 RUB)

® The specific feature of the market is that it is much more resistant to economic

difficulties than many other retail segments. Cosmetics was the best performing non-
food market segment (non-discretionary goods)

Further areas of Russia will be covered by rapidly expanding cosmetics chains, facilitated
by development of quality retail space

[l T

Cosmetics&Fragrance Drogeries eCommerce
chains

e =
% I
L co B3
Monobrand Direct sales Pharmacies Hypermarkets
(big-box retailers)
stores

According to GfK the most fast-growing distribution channels are

Cosmetics&Fragrance chains, Drogeries and Online stores (41% of consumer inputs
in total)

Source: PMR
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Key Cosmetics & Fragrance Market Trends

=

Immediate result
expectation

r/-|
L Jd
Fastest-growing
category is Facial Care
(+20% in sales, +6% in

pcs)

Positive outlook for
Men Care

Source: GIK, comparny data

| +]

Organic and
healthy lifestyle

Skin care
growth 5%

Home care wins
against studio care

Consumers sacrifice
size to quality

-
. |

Growing demand for
Korean cosmetics

Online trade:
massive growth on
low base

RIVE GALCHE

K-beauty

in_ Russia

RIVE GALICHE

- L -




What Korean goods and services users search for?

RIVE GALCHE

gt
Korean... ()

Number of queries in most popular categories

2500000 +69%

2000000

1500000

1000000 +35%

+10% +29,
500000 +25% 27%
0 - — — == —
Korean Tourism in Korean cars Koreanauto Korean fashion Treatmentin Korean Koreantires Korean phones
cosmetics South Korea parts South Korea household

appliances and
electronics

WApr16- Mar17 Apr18- Mar'18 Growth

Wordstat data . March 2018. Russia

Most popular categories

RIVE GALICHE

Apr 2017 - Mar 2018 Query dynamics
N°  Category Queries 40000 e
1 Cream 236632 35000
2 Mask 182635 Mask
3 Hair care 128990 20 —Hair care
4 Cleanser 82086 25000
5  Eyepatches 61565 Eye patches
= 20000
6 Serum/Essence/Emuision 37662 Cleanser
7 Makeup 33209 15000
= Serum/Essence/Emulsion
8 Toner 8682 10000
—Makeup
5000
0 = Toner
-9 g e} 4
YR FEEE T FF @
Wordstat data. March 2018, Russia 6
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Audience Portrait

RIVE GALCHE

Men/Women
Men with below average income = Men with an average income ® Men with beyond average income
Women with below average income Women with an average income = Women with beyond average income
() 55+ I =
@ 45-54 [ - w
35-44 = =
N/ \
25-34 | =——1] ] ——
-24
139% 18-24 [ | =i 87%
017 | | |
Gender and Age Revenue and age
017 18-24 W25-34 35-44 W45-54 W55+ W Below average Average M Above average
v v I ERE o E
32% 57% _
£ 2 8
Men 13% 21% 9% 3 = i 204 30
017 18-24 25-34 35-44 45-54 55+

Yandex data. March 2018 Russia

RIVE GALICHE

K-beauty :

Opportunities
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Nature-concept/Organic

B

SENSAI

Premiumization
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HOLIKA HOLIKA DrJart+ LANEIGE

[t°SSKIN

Huxley
NATURE REPUBLIC AHC

too cool for school

LONDON NEW YORK

TONYMOLYe

PARS S0 wuL

15

Haircare/Beauty device
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K-beauty :

Strategies

STORYTELLING

hm':m "'" &a 'Hl‘

Story-telling
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A PACKAGING
CLOSE-UP?

P CHECK || ~

OUR HASHTAG
ATTHE END?

LOOKS LIK

K

'ls/@

€A GREAT AD!
WHAT'S THE STORY?

NOT SURE YET.

/

® marketoonist.com

Experience
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Training
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GUIDE TO EXPORTING COSMETICS
TO AUSTRALIA

Lauren Lee
Lawyer and Founder of STYLE STORY

S|TIORY

AUSTRALIA’S COSMETICS MARKET AND
DISTRIBUTION CHANNELS

MARKET SIZE: $6.5 billion

Skincare sales have been growing 7-8% annually for several years

Australian consumers:
* Have a high disposable income
* Spend a lot of time and money
on beauty and personal care
products

- b5 -




AUSTRALIA’S COSMETICS MARKET AND
DISTRIBUTION CHANNELS

KEY CHANNELS

Department stores (David Jones, Myer)
Specialist beauty stores (Mecca, Sephora)
Pharmacies (Priceline, Chemist Warehouse)
Grocery stores (Woolworths, Coles)

Increasingly > Online stores (STYLE STORY etc)

24% of total revenue will be generated through online sales by 2023.

AUSTRALIA’S COSMETICS MARKET AND
DISTRIBUTION CHANNELS

Major Players c

| Lonteal SA LOREAL
2 Unilever

3 Procter & Gamble

4 Colgate-Palmolive 1"% i

5 Estee Lauder by

ap
258

Undever
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THE ESSENTIALS

Differences compared to other markets

* Good Manufacturing Practice (GMP) accreditation - NOT mandatory

* No need to submit products to any government agency for safety
assessments or approval

* There are NO specific government-mandated guidelines on testing
cosmetics for safety and stability.

THE ESSENTIALS

Check the definition of a cosmetic in Australia

There is a clear distinction between the definition of a cosmetic and a
therapeutic good (including drugs and medicines).

Cosmetics = must comply with the NICNAS scheme

Therapeutic Goods = must comply with the TGA (equivalent of
American FDA)

- 57 -




NICNAS

Check if the chemicals you plan to use in your cosmetics are
permitted in Australia

s NICNAS

Government agency: NICNAS  “5525% austRaLia

Role of agency: NICNAS administers the Australian Inventory of Chemical
Substances (AICS).

Any company importing cosmetics to Australia MUST be registered with
NICNAS.

NICNAS

If a chemical you plan to use:

* is not listed in the public or confidential section of the AICS, or

* is listed on AICS but you plan to use it in 2 manner that sits outside
the current conditions of use, or

* does not meet the NICNAs definition of “naturally occurring”,

= NEW industrial chemical

ALSO: Check for Secondary Notifications

- 58 -




THE TGA

Government agency: Therapeutic Goods Administration (TGA)

ustralian Government

Department of Health
Therapeutic Goods Administration

Role of agency: The TGA regulates therapeutic products in Australia. It
also administers the Poisons Standard

THE TGA

Therapeutic goods = products for use in humans in connection with:

* preventing, diagnosing, curing or alleviating a disease, ailment, defect or injury
* influencing inhibiting or modifying a physiological process

* testing the susceptibility of persons to a disease or ailment

* influencing, controlling or preventing conception

* testing for pregnancy

This includes things that are:
* used as an ingredient or component in the manufacture of therapeutic goods
* used to replace or modify of parts of the anatomy

Check if your cosmetic chemicals are subject to poisons
scheduling
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COSMETIC MEASUREMENT

Government agency: National Measurement Institute (NMI) 1"

Australian (

Diepart
!

Role of agency: Responsible for trade measurements. s
National
Measurement

Your compliance obligations with the NMI: Institute
To determine the measurement of your raw materials and finished

products and how you deal with shortfalls, comply with either the Uniform
Trade Measurement Legislation (UTML) or the internationally

recognised Average Quantity System (AQS).

COSMETIC CLAIMS

Government agency: The Australian Competition and Consumer

Commission (ACCC)
\CCC AUSTRALIAN
COMPETITION
A & CONSUMER
- COMMISSION

Role of agency: National competition regulator

Your compliance obligations with the ACC:

I) Cosmetics must be of an acceptable quality

2) Al claims must be cosmetic-type claims only, true, not deceptive or misleading
3) All claims must be accurate and provable

4)  Product descriptions MUST match the item the customer receives
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COSMETIC LABELS

Government agency: The Australian Competition and Consumer
Commission (ACCC)

Role of agency: National competition regulator

Your compliance obligations:

Your ingredient listings must comply with the Trade Practices (Consumer
Product Information Standards) (Cosmetics) Regulations [991.

NECESSARY INFORMATION TO
ACCOMPANY ALL IMPORT
APPLICATIONS

Fully manufactured products (ready for retail sale) with less than
20% animal components:

* No import permit needed
* BUT importers should check BICON to ensure they can satisfy other
import requirements.
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NECESSARY INFORMATION TO
ACCOMPANY ALL IMPORT
APPLICATIONS

Partially manufactured, raw ingredients, or products with greater
than 20% animal components:

Required documents:
* complete list of ingredients
* including percentage of each ingredient to add up to 100 per cent
(please include water)
* species and country of origin for all animal derived ingredients
* Manufacturer’s Declaration — must contain complete manufacturing
information for each ingredient and for the final product.

FOR MORE INFORMATION

Contact STYLE STORY

We offer consulting services for companies looking
to enter the Australian market.

* Assistance with English product descriptions and
cosmetic labelling

*  Guidance on regulatory compliance

S TIOR Y|
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VIETNAM
COSMETICS
MARKET

South Korea, 10" Oct 2019

INTRODUCTION

The Vietnam Cosmetics Market has
exhibited impressive growth potential and
is expected to achieve a double-digit
expansion rate in the next five years.

Precise Market Information, Comments
and Feedback, Solution for
Manufacturers and Distributors
attempting to join the beauty industry in
Vietnam area were published by

K Beauty Internaticnal JSC in Sept 2019.
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CONTENTS

VIETNAM COSMETICS MARKET OVERVIEW
DISTRIBUTION CHANNELS

BUSINESS SOLUTIONS

. Posmon an market share of orean brands

- Popular Korean brands in Vietnam

- Market statistics data throug 082019
ran

rO\E'I m réa cosme ICS

in Vietnam

in Vietnam
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MARKET STATISTICS DATA OF AUG 2019 XK.

« Population > 97 million people.

« GDP/person in 2018: $208/month

« GDP in 2018 has increased by 7.08%

« GDP of the 1%t half 2019 has increased by 6.76%

« Monthly spending on cosmetics: $20/month

« Vietnam cosmetics market size in 2018 reached 2.2 billion USD

« Imported cosmetics accounts for 90% of market share, the rest for domestic brands

y Vietnam Cosmetics Market has a high growth rate and is showing
its potential at an estimated annual growth rate of 15-20%

MARKET STATISTICS DATA IN AUG 2019 X.
CONSUMER BEHAVIOR AND CURRENT TRENDS OF MAKEUP PRODUCTS

Makeup frequency

Makeup frequency Makeup frequency by demographics

+ Everyday ; ; i :
= 4.6 ted & Week 16-22  23-29 30-39 HCM  Hanoi Others <=$430 $430-860 =>$860

» 23 times a week
= Once per week

» Less than once/week u Everyday u Oncelweek or more often = Less than once/week
= Only when | have something special ) )
| do not wear makeup » Special ocassions only | do not wear makeup

Half wear makeup at least once per week. A third wear makeup on a daily basis. 23-39,
wear makeup most often. Higher incomers wear makeup more often.
Q. How often do you wear make up? (N=480)
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MARKET STATISTICS DATA IN AUG 2019 ie.4
CONSUMER BEHAVIOR AND CURRENT TRENDS OF MAKEUP PRODUCTS

Makeup frequency change compared with previous years

Makeup frequency Makeup frequency Makeup frequency
Oct 2016 Jan 2018 Jan 2019

» Everyday = 4-6 times a week

= 2-3 times a week = Once per week

« Less than once/week = Special occasions only
+ | don't wear makeup

The ratio of people who absolutely don't wear makeup keeps decreasing over the years.
Daily makeup wearers also increase.

Q. How often do you wear make up?

7
MARKET STATISTICS DATA IN AUG 2019 ie.4
CONSUMER BEHAVIOR AND CURRENT TRENDS OF MAKEUP PRODUCTS
Monthly spending on makeup products
Monthly makeup spending Monthly makeup spending Monthly makeup spending
Oct-16 Jan-18 Jan-19

4% 2% 3% 3%1% 2%

0‘%\ [

=

»Under $2.1 #52.1-42
«$43-85 585-128
«$5128-214 =521.4-30.0
#$30.0-429 «More than $42.9

The average monthly spending in 2019 is $12.8, increasing from $11.8 in 2018.

Q. How much do you spend on cosmetics on average a month?
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MARKET STATISTICS DATA IN AUG 2019 K.
CONSUMER BEHAVIOR AND CURRENT TRENDS OF SKINCARE PRODUCTS

Skincare frequency

Skincare frequency Skincare frequency by demographics

= Everyday 16-22 2329 3039 HCM  Hanoi Others <=$430 $430-860 >$860

= 4-B times a week

= 2-3 times a week

= Once per week 8 Everyday # Once per week or more often

» Less than oncelweek aless th Sweek = Only when | h ethi ial

» Only when | have something special £55 Inan once, *Unly when | have something special
I do not use skin care products * | do not use skin care products

Nearly half do skincare everyday, 73% use skincare products once/week or more often.
30-39 year-olds, with $860 incomes use skincare products more often.
Q. How often do you use skin care products? (N=480)

MARKET STATISTICS DATA IN AUG 2019 .4

CONSUMER BEHAVIOR AND CURRENT TRENDS OF SKINCARE PRODUCTS

Popular skincare items by age
67% 55%2%
35 4% 4%

93%
= _J | Bs%
B - o
| 28 70%
| B % 60%
) =N % 56%
, %,
. 30%
@ 5%
A 12
j S| -

/ Facial  Sunscreen Facialmask  Facial  Facialoilor Eyecream  Others

- j cleanser moisturiser  serum
(including

%= make up

i remover)

u16-22 ®23-29 =30-39

Cleansers and sunscreens are equally used by all age
groups.
Q. Among those, which ones do you use most often? - Skincare

10
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MARKET STATISTICS DATA IN AUG 2019 K.
CONSUMER BEHAVIOR AND CURRENT TRENDS OF SKINCARE PRODUCTS

Monthly spending on skincare products

Monthly skincare spending — Total Average skincare monthly spending -

By demographics (in US Dollar)
P 3%

$135
$128
$16
$10.8 $102 $104
$94

- - $7.4

+Under $2.1 52142 I
+$43-85 +$85-128

$430

=§128-214 *$21.4-300 16-22 23-29 30-39 HCM Hanol Others <= $430 >$860
- 860

§16.4

*$30.0-429 *More than $42.9

The most popular spending range for skincare is $4.2 - 12.8/ month.
The average monthly spending is $10.8.

Q. How much do you spend on cosmetics on average a month? (N=401)

1"

VIETNAM COSMETICS MARKET OVERVIEW |

Growth-in-retail cosmetics brands in

Vietnam

12
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Growth-in-retail cosmetics brands in Vietham @<

Brands in use

70%
80% 9% 559,
50%

40% 36% 35% 35%
32% 30% 599
i 252454250 1
17% 17% 17% 169
2% Tz%”%w%w%
10% I l I % T% 7% 6% 5% 5% 39, 39,
- InnpnEs
. 0% 1% o .19 -1% 0% -1%
-10% 5% 1% 6% 5% 4% g 2h 59 3% 2%
0% A -12%'3% 0% 8% o%
$ 3 &
ﬁoyfﬁ%@e@“‘s Sty #ﬁf}gﬂ‘ﬁﬁﬁéﬁ”e’ @%Qb
\(‘
\z&
& @ \?% N @‘} &
mmm Jan-19  =——=Change vs. previous year
Top 3 most used brands are Pond's, Nivea and Acnes.
Q. Please choose the beauty brands that you used to use / currently using (N=429)
13
Growth-in-retail cosmetics brands in Vietnam KX
Favorite brand/ used most often
Paond's Nivea Innisfree Far.eSI'mp Hada Labu Others LOreaI Pans Ohui Sh|shmdo
aTotal | 0% | 1% | 10% | 9% | 6% | 6% | 4% | 4% | 4%
#1622 | 21% | 9% | 10% | S% | 8% | 6% | 2% | 2% | 2%
%2329 | ?1% | ?%_ | 15% | S_l_% | 5% | % | 2% | 3_% | 3_%
#3038 | 1% | 16% | % | 12% | 4% | 4% | 8% | % | 6%
m<=10M | 25% | 1(.'!% | 1% | 5% | 4% | 8% | 4% | 2% | 2%
s10-20M 15% | 12% | 9% | 0% | 8% | 7% | 5% | 4% 5%
u=20M | 16% | 10% | 10% | 14% | 4% | 0% | 3% | % | B%
Innisfree is liked by 23-29 year-olds. 30-39 year-olds like Nivea, The Faceshop and
L'Oreal Paris.
Q. Among those, which brand do you use most often? (N=428)
14




VIETNAM COSMETICS
MARKET OVERVIEW

Position and market shares of

Korean brands in Vietnam

15

Entertainment

TV series

Impact on psychology,
changing patterns of
thought on the part of
young consumers

Music

Not only effecton
showbiz, but also
changing pace of life,
Gradual growth of
Korean cultural
values for
Vietnamese
youngsters.

HALLYU
@.%
A
KOREAN

Position and market shares of Korean brands in Vietnam @6

Attractiveness of South Korean culture in Vietnam

WAVE

Beauty culture

Cosmetics
Changing concept of
traditional beauty,
makeup trends, skincare
routines

Plastic surgery
Changing standards of
beauty, such as high
nose, big round eyes,
peachy blossom like lips,
oval face, body scale 1-9

16
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Position and market shares of Korean brands in Vietnam ‘:X

Position of Korean brands in Vietham

—————
Brand for adults _ 0% 21%
Expensive _ 39% 31%

10% 20% 30% 40% 50% 60%  70% 80% 90%  100%

[=]
=
3

BJapan ®Korea mUS mEurope

17

Position and market shares of Korean brands in Vietnamgi,
MARKET SHARES OF KOREAN BRANDS IN VIETNAM

Market share of cosmetics products

from top exporters in Vietnam

(HS Codes: 3303, 3305, 3307) The market share for cosmetics
products by foreign countries is

as follows:

+ Korea - 30%

+ EU-23%

+ Japan-17%

+ Thailand - 13%
+ US-10%

+  Others - 7%

»Korea =EU =Japan +Thailand =US = Others

18
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VIETNAM COSMETICS
MARKET OVERVIEW

- Popular Korean brands in Vietnam

19

CONTENTS

DISTRIBUTION CHANNELS

20
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DISTRIBUTION CHANNELS i
TRADITIONAL CHANNELS

Counters in
DEPARTMENT STORES
High-end products

DRUG STORES/
PHARMACEUTICALS
Drug stores,

European brands

SPA,

BEAUTY SALON

Invasive surgery, intensive
therapy (can't perform at home)

21

DISTRIBUTION CHANNELS i
E-CHANNELS

SOCIAL MEDIA

E-COMMERCE

22
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DISTRIBUTION CHANNELS K.
E-CHANNELS

Online cosmetics shopping usage

Online cosmetics shopping Online cosmetic shopping in last 6
months

=Yes No = Yes No

57% of cosmetic users have shopped online for cosmetics, among whom 83% have
shopped online for cosmetics in the last 6 months.
Q. Have you shopped for cosmetics online? (N=429)/ Have you bought makeup products online in past 6 month? (N=243)

23
DISTRIBUTION CHANNELS 2.4
E-CHANNELS
Online shopping sites for cosmetics shopping in last 6mo
9%
17% >
% e o e 5 5 4% 4% 3% 3% 3% 3% 2% 2% 2% 2%
FESE f**p fﬁf R
Lz /el
f &
& &
mem Shiopped  ====Shop most often
Shopee, Lazada, Facebook and Tiki are the 4 most used sites for online cosmetics
shopping.
Q. Where did you buy cosmetic products in the last 6 months?/ Which site do you buy most often? (N=204)
24
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DISTRIBUTION CHANNELS K.
E-CHANNELS

Social commerce of cosmetics

Social shopping usage Media in use Favorite site to use

Facebook Zalo
" Yes No » Facebook = Zalo = Instagram

72% cosmetics users have shopped for cosmetics on social media. Among those,
Facebook is the most popular site.

Q. Do you shop for icson F Zalol | 7 (N=243) Which site do you shop online for cosmetics most often? (N=176)
25
DISTRIBUTION CHANNELS .4
E-CHANNELS

Reasons for online shopping Reasons not shopping online

Better choice of products (43%)
26
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DISTRIBUTION CHANNELS

SOME BRAND CUSTOMERS OF GMPC/ KBI USING E-CHANNELS

by |
bl of7j ?‘ o
DR. LACIR BONOTOX IHOO
8,000 PRODUCTS 5.000 PRODUCTS 1,500 PRODUCTS
SOLD WITHIN 4 SOLD WITHIN 1 SOLD WITHIN 2
MONTHS MONTH MONTHS FROM
THE OPENING
27

CONTENTS

BUSINESS SOLUTIONS

28
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BUSINESS SOLUTIONS
FOR KOREAN

ENTREPRISES IN VIETNAM

29

SWOT ANALYSIS

RENGI
+ Safe product
+ Nice design
+ Good marketing
+ Affordable prices

processes

cosmetic”

VKFTA Agreement

STRENGTI

OPPORTUNITIES

+ Demand for OEM/ODM is increasing
« Trends in using and spending on cosmetics

of Vietnamese people are increasing
+ Trends in using “cosmeceuticals” or “derma

BUSINESS SOLUTIONS

« Master the formula, technology, production

+ Made in Korea products are favorable

+ Taxes on semi-finished products and raw
materials imported from South Korea is 0%

+ Reducing Cosmetic import tax under

WEAKNESSES

Unclear quality with Skincare products

Not really suitable with Vietnamese skin type
and the climate of Vietnam

Product’s colorfastness is not good enough
Korean cosmetic manufacturers lack of export
experiemce

CHALLENGES

Procedures and papers to reduce import
tax into Vietnam are complicated.
Counterfeit and pirated goods are
rampant in the market

Competitive with domestic brands and
multinational corporations in the low price
segment

30
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BUSINESS SOLUTIONS

+ Collaborate in OEM/ODM cosmetic

S_O  Learn more about customer's preferences, build effective marketing plan
+ Brands that invest in R&D should emphasize the clinical effectiveness of the product.

» Cooperate with professional consultants to carry out procedures to help reduce import

S- T taxes, thereby reducing product prices

» Cooperate in Training, Technology Transfering for Vietnamese Cosmetic Manufacturers

+ Perform market research, improve product quality in accordance with skin type and

climate of Vietnam area

W' O + Developing treatment and pharmaceutical products.
+ Cooperate with Vietnamese / Korean professional consultancy / distribution units to
better understand the export process and to implement effectively.

* Deploy and provide information of distribution channels to customers in order to
W N T help customers avoid counterfeit products and help brands avoid reputation lost
* Do market research, offering products that are suitable for Vietnamese skin in the

low price segment

31

BUSINESS SOLUTIONS
OBSTACLES

LANGUAGE

Different alphabet and language

CULTURE

Different consumer tastes and
behavior

LAW

Unstable and changeable laws

DISTANCE

risks in transporting and delivering
products and documents

32
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BUSINESS SOLUTIONS
COOPERATE WITH KOTRA

33

BUSINESS SOLUTIONS
COOPERATE WITH KBI COSMETICS., JSC

OEM/ODM

REGISTRATION TECHNOLOGY
TRANSFER

CONTAINERS & IMPORT

PACKAGING

COSMETICS

34
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THANKS FOR LISTENING
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Indian Retail Market (LSO billion)

20m 2017(E)

2021(F)

2026(F)

Cosmetics Market Size (USD bn)
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CAGR
16.72%
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Fomay

(Sserk 19)

A REGISTRATION CERTIFICATE
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7. BIS Dedlaration (21 7|2 £Z AotA)
8.150 / CGMP & 21ZM
9. Brand Authorization Letter (22HE OEMA|Z &01A)
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“The launch of The Face Shop and Innisfree
has resulted ina 15% increase in skin care sales
onNykaain 2017

NIHIR Parikh, (Chief Business Officer, Nykaa)
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Korean Beauty or K-Beauty is the term foe skin care products deched from Seeth & o s e

- QUARTZ INDIA

thkart says Indians are adding
Korean beauty products to their
carts like never before
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