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Who we are

Your Market Research Company in China

. Covered Tier-1 cities
A Covered Tier-2 cities

. + Covered Tier-3 (and below) cities
We are daxue consulting:

A
« A market research firm specializing on the Chinese
market since 2010 A
« With 3 offices in China: in Shanghai, Beijing and Hong
Kon xR
9 + ;g/ __________ BENING, CHINA
« Employing 40+ full-time consultants . +A+ B gz(:gzlzsg;gilﬁgng 140
_ + + + Dongcheng District
« Full, complete, national coverage A + '+
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The strengths of Daxue Consulting

6 crucial competitive advantages
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1. Localized & Creative £l R4+

v Our team has an international
background, leveraging the best of
both worlds

v" Teams are tailor-made depending
on the projects

v One client = one dedicated team

3. We manage from A to Z 4

v daxue consulting does not outsource
its services. We manage our own
assistants and use directly technological
tools.

v" We have a deep understanding on the
fieldwork and the context within which
data was collected.

5. Innovative 17

v' Constant on the look for new
research tools and methodologies
v Our goal is to combine

traditional methodologies with
the latest tech tools

ihl .
daxueconsulting

2. Responsive & Flexible 4 3l R &

v At all levels at daxue consulting, daxue is creating an
environment where freedom and responsibility go
together.

v daxue consulting has a commitment to answer
emails within a day. We are result-oriented and do
not count our time to accomplish our tasks.

v Regular reports with our clients in order to make
sure we reach the goal expected from our clients.

4. Actionable recommendations T 1T & i}

v" We care about results and design our
research in order to be operational.

v" We are driven by metrics such as
customer acquisition costs, business
plan KPIs, P&L optimization.

6. Professional &\

v Our methodologies are rigorous and
serious, taking information from the
best practice in the world of consulting
and research.

v' Demanding on the results, detail-
oriented, respectful towards our
commitments.



Our services

Experienced in answering to a wide variety of strategic business questions

X X
X X X

0000
[o]e)

MARKET GAP
IDENTIFICATION

iz

X/)o
® X

GO-TO-MARKET
STRATEGY

(IR PN

VALUE PROPOSITION
& USP DEFINITION
Il sk ik

© 2020 DAXUE CONSULTING
ALL RIGHTS RESERVED

(]
MARKET RESEARCH
T 375 R

A

MARKET ENTRY
[FRZ1:N

—_

PARTNERSHIP
SCREENING

KA

T

REGULATORY
FRAMEWORK
B EZL

4

o

X

\
v
€

CUSTOMER JOURNEY
H A TikEE

&

PRODUCT TESTING
AND LOCALIZATION
72 it D UNTAS LA

ihil .
daxueconsulting

nﬂﬂ”

BUSINESS PLAN
[ERl43p

0
0
N

COMPETITOR
BENCHMARKING

S X

DIGITAL STRATEGY
Wy o

@

MARKET POTENTIAL
ASSESSMENT

[ERZE AR

¥

MARKET SIZING
[IERZp:0

OMNI-CHANNEL
STRATEGY
Ext SEGHUS



350+ clients with 600+ projects for the past 7 years

Examples of references
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A recognized expertise on the Chinese market

Regularly featured and quoted in global publications

Daxue latest quotations in recent publications
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https://www.nytimes.com/2017/08/23/world/asia/china-museums-virtual-tour-live-streaming.html?smid=tw-nytimesworld&smtyp=cur on est cites dedans
https://www.sbs.com.au/news/smashing-the-butter-fruit-australia-looks-to-feed-china-s-growing-avocado-demand
http://asiaweekly.com/the-digital-jigsaw/?lipi=urn:li:page:d_flagship3_profile_view_base_recent_activity_details_all;VaTi4T4wQwW5VDzo08dYLw==
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https://www.nytimes.com/2017/08/23/world/asia/china-museums-virtual-tour-live-streaming.html?smid=tw-nytimesworld&smtyp=cur on est cites dedans
https://www.sbs.com.au/news/smashing-the-butter-fruit-australia-looks-to-feed-china-s-growing-avocado-demand
http://asiaweekly.com/the-digital-jigsaw/?lipi=urn:li:page:d_flagship3_profile_view_base_recent_activity_details_all;VaTi4T4wQwW5VDzo08dYLw==
https://www.francebleu.fr/infos/agriculture-peche/la-viande-bovine-francaise-repart-a-l-assaut-du-marche-chinois-1516185759
https://www.letemps.ch/economie/2018/01/25/un-roi-textile-chinois-convoite-bally?lipi=urn:li:page:d_flagship3_profile_view_base_recent_activity_details_all;VaTi4T4wQwW5VDzo08dYLw==
https://www.techinasia.com/wechat-mini-programs-ecommerce?lipi=urn:li:page:d_flagship3_profile_view_base_recent_activity_details_all;VaTi4T4wQwW5VDzo08dYLw==
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7 types of tea leaves in China

— Non-Oxidised Semi-Oxidised Fully-Oxidised + Post-Fermented Blended
Panning/ . o e e . .
Steaming Panning Withering Sun Withering Withering Panning Drying flowers
. . . Indoor Withering . . Blending with
Rolling Sweltering Drying and Tossing Rolling Rolling Green or White
| | | | | Tea
Drying Rolling Panning Oxidising Drying
| | | |
Drying Rolling Drying Piling
Drying Fermenting
Green Tea Yellow Tea White Tea Oolong Tea Black Tea Dark Tea Floral Tea

Longyjing, Biluochun,
Huangshan Maofeng, '
Sencha, Gyokuro, Matcha Anhui Huangdacha

© 2020 DAXUE CONSULTING
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Junshan Yinzhen,
Huoshan Huangya,

Silver Pekoe,
White Peony,
White Eyebrow

Paochong, Oolong Tea,
Tieguanyin, Oriental
Beauty, Wuyi Rock Tea

ihil .
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Ruby (TRES No.18),
Honey Black Tea,
Keemun Black Tea,
Yunnan Black Tea

Pu'er, Liuan,
Liubao

Chrysanthemum,
Jasmine, Rose,
Hibiscus, Lily

9



"Tea can be mild like green tea which is not fermented, it has chlorophyl,
vitamin selenium, and tastes slightly refreshing. White tea /s a kind of
slightly fermented tea with cooling (yin) nature. Yellow tea /s semi-
fermented tea or post-fermented tea with cooling nature. Oolong tea
belongs to semi-fermented tea, and /s gentle, neither cooling (yin) nor
warming (yang), which can be considered as neutral tea. Finally, Black
tea belongs to fermented tea. But can also be post-fermentation tea,
which has a mild nature with a strong taste and less obvious smell"

Manli Wu (Esther), founder at Esther tea shop

© 2020 DAXUE CONSULTING
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New Style Tea: trend since 2014

The new style tea (F 1K) is made of fresh tea leaves and concentrated liquid,
such as milk or cream. It also includes tea’s with toppings like jellies, tapioca pearls,

+

3 typical kinds of new-style tea

Fruit tea
o

-
\i |
A

5

Milk/Bubble tea Snow cap tea

Source: askci.com
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and fruit.

@

Fresh materials

—

Key characteristics of new-style tea

>

Aesthetic
appearance

3

=

Standardized
recipes

8

Commercial Usually 10 RMB Publicity through
stores or more per KOLs and social
drink media

ihil .
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"There has been rapid development in Chinese tea innovation and

tea houses in the last couple of years, but around about 4 years ago
there wasn't nearly as much, and I think that was because there is such

a strong culture of tea and history behind it and they are very proud
of the tea that they became very insular.”

Martin Papp, co-founder at PAPP’'S TEA

© 2020 DAXUE CONSULTING il .
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China is the largest tea producer in the world

The major tea leaf producers in the world
——— 5 (million tons, 2018)

_____ China India Kenya Sri Lanka Turkey Vietnam

% O The total global tea output in 2018 was 5.9 million tons, China contributed 2.6 million tons of them (44.7%).

O Chinais the largest tea producer in the world, but its huge market demand for tea leaves are still unmet. Hence,
the output of major tea producing countries will continue to grow. In particular, the increased awareness of
Chinese consumers on health & wellness will also drive the global tea market to further increase.

Source: iimedia; World Tea News
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The tea industry chain in China

Raw materials collection Tea production Sales channels

Tea planting & picking Supermarkets
Use of fertilizers & Tea shops
pesticides Restaurants

Processing and packaging E-commerce platforms

Withered, rolled, dried,
fermented and/or oxidized to
make black tea, green tea,
yellow tea, white tea, dark tea,
or oolong tea.

© 2020 DAXUE CONSULTING 14
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China’s tea production market

O Green tea leaves make a majority of China’s tea production. Considering China's tea growing environment and huge market
demand, green tea will continue to maintain its output advantage for a considerable period of time.

O  Drinking tea is an important part of the Chinese culture and living customs. China's tea sales will maintain an upward trend. With
the increase of per capita disposable income of Chinese residents and the upgrading of residents' consumption, quality will
become an important factor in the sales of tea.

The output of 6 kinds of tea leaves The tea sales revenue in China
(10,000 tons, 2018) (billion RMB)

Yellow Tea | 0.8

284
235.3 240
White Tea W 3.7 214.8
186.9
Oolong Tea NN 7.1 150

Black Tea I 6.

Dark Tea I 319

Green Tea 172.2

2014 2015 2016 2017 2018 2019

Source: iiMedia, Qianzhan.com
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China’s demand for tea is rising steadily

O China’s 1.4 billion people already drink nearly 40 percent of the world’s tea, and they are thirsty for more.
O Chinese consumers prefer higher quality tea products, they often rely on third-party certification for assurance the tea is organic
and sustainably grown.

O They are accustomed to paying much more per serving than Western tea consumers. The best tea in China can be up to
US$1,000 for 500 grams.

Tea leaf prices in China Per capita consumption of tea leaves in China
(RMB/500g, 2018) (kg, 2017-2018)

1.4
1.3
1.2 1.2
1.1
m 2,000+ 1
0.9

m 1,000-1,900 0.8

3,000-4,999

5,000-7,999

500-999

2011 2012 2013 2014 2015 2016 2017 2018

Source: chyxx.com, askci.com
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China exports green tea and imports black tea

Proportion of tea exports from China by tea type

China’s tea exports
(2018)

(2074-2018) o c
e 406 2% 1% 2 Green Tea Chlna.s t.ea expprts are
20 325 329 3> ' steadily increasing.
' m Black Tea
161 17.8 O Green tea accounts for 83% of
12.7 13.8 149 ' Oolong Tea the total tea exports. Exports
I I I I Floral Tea of black tea, green tea and
83% flower tea all increased by
2014 2015 2016 2017 2018 Camellia sinensis var. more than 6%.
B Exports (10k tons)  ® Export value ($100 million) assamica
Tea import trade in China Proportion of tea imports to China by tea type
O Black tea accounts for (2014-2018) (2018)
83.3% of tea imports. 3.0 3.0 o cos 08% 0.5% = Black Tea
. 0
, , 23 23 23 . Creen T
O The rise of new tea drinks 6 o reen Tea
. . 5 0
such as milk tea has s iy 0 ' o
o . : ’ olon ea
further increased the I I I 9
demand for black tea in I I Floral Tea

China. 2014 2015 2016 2017 2018

Source: www.chyxox.com; www.askcicom M Imports (10k tons) M Import value ($100 million)
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Camellia sinensis var.
assamica

17



RRRRRRRRRRRRRRRRR

Key characteristics of
tea consumers
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"I think young people still drink a lot of tea. China is still a tea drinking
country. So the notion that young Chinese people are not drinking tea I
think is not correct. You can definitely say that coffee consumption is
growing, that’s undeniable. It's not that young Chinese don’t want to
drink tea. They are going to Starbucks because they can't find a tea
location that really fits their lifestyle, and they don't want to go to a
traditional Chinese tea house. They want to be more modern, more
cool, more fashionable.

Martin Papp, co-founder at PAPP’S TEA

© 2020 DAXUE CONSULTING
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The income and occupation of tea consumers

O According to the survey of China Tea Industry Research (10,000 respondents), tea consumers are mainly enterprise employees
with 50,000-120,000 RMB annual salary, they usually have decent spending power and pursue a high quality life.

O Hence, office places are a common place to consume tea.

Annual salary of tea consumers The jobs of tea consumers
(thousand RMB, 20178) (2018)

120~180 1,290 >
) 1,265
1,005
: 684
180~240 933 361 .
i
Above 240 . 231 Civil servants  Staff of public Managers of - General staff of Private business ~ Advanced Freelancers Others
institution enterprises ! enterprises 1 owners technicians
X .

Source: China Tea Industry Economic Research

© 2020 DAXUE CONSULTING 20
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Where do Chinese consumers buy tea

O  Chinese consumers still mainly rely on offline channels such as exclusive stores or large supermarkets.

O Tea enterprises should broaden their channels and combine online & offline to find new ways to attract customers. Quality
assurance, convenient purchase, good experience and low price are the focus of consumers attention and also issues that tea
companies must consider when doing channel construction.

Purchasing channels of tea
(2018)

4.0%

Supermarkets/ Convenience stores
® Shopping malls
m Tea shops /Tea houses
® Online

Tea factories

Others

Source: China Tea Industry Economic Research

© 2020 DAXUE CONSULTING 21
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Drinking milk tea is a daily habit for many Chinese people

How many cups do milk tea drinkers

consume per month? (2079

25-34 cups h 5%

15-24 cups . 6%

5-14 cups

<5 cups F 6%

at least every week. .

loyalty leading to repeat business.

Source: 36Kr research

© 2020 DAXUE CONSULTING
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—

94%

How often do you buy milk tea in a

month? (2079

Almost every day h 4%

Once every 2 to 3 days

Once every 3 to 5 days

il .
daxueconsulting

| o

I 51 93%

38% J

Less than 1 time each weak F 7%

% O According to the survey of 36Kr Research (1,500 milk tea drinker respondents), milk tea is becoming a daily
part of the lives of many young Chinese people, most milk tea drinkers consume it regularly. 93% consume it

Milk tea consumers are usually repeat customers, therefore it's essential for brands to improve customers

22



New-style tea consumers are mostly young women in tier-1 cities

Age distribution of new-style tea consumers

(2019)
5%

8%
m <20 years old
m 21-30 years old

M 31-40 years old

>40 years old

Geographical distribution of new-style tea consumers
(2019)

67%

18%

Second tier cities

15%

First tier cities Third tier cities

© 2020 DAXUE CONSULTING
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Urban white-collar women are the main consumers

Women under 40 years old are the main consumer group. Urban white-
collar women are particularly keen to milk tea and fruit tea.

( Large space for men's market

Only 30% of consumers are male. The male consumer market still has a
large space to develop.

More research could be done on male flavor and aesthetic preferences of
new-style tea in order to further penetrate the market

About 70% live in big cities

This is consistent with the fact that many stores are located in first tier
cities.
Tier-1 cities are saturated markets, but second and third tier cities have a

lot of room to grow. However, lower tier city consumers are more
concerned with price.

Source: 36Kr research

il .
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The leading brands in China’s new-style tea market

O Most of the direct-sale shops are high-end brands. They are more concentrated in the first tier cities with higher prices but less
offline stores, which means franchises are helpful for expansion but not for a high-end image.

O There is little variation in store menus, which means there is a trend of product homogeneity in the market.

Number of shops | __Main drinks __| _Unit price (RMB)

HEXLEA 309 Cheese tga, milk tea, 2532
2R fruit tea
Nayuki Cold Brew tea, fruit
. 129 o 24~33
Direct-sale stores R tea, fruit tea
MODERN CHINA TEA .
SHOP 126 Milk covseratea, pure 19~28
MI XUE BING YU £ 000 Milk tea, fruit tea, ice 5~8
BT UK ' cream
Franchises Lol 3,500 Milk tea, fruit tea =1
#HRWT
chﬂagdl;an 1,600 Milk tea, fruit tea 10~16

\\\\\\\\

Source: iResearch
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search (more than 34 of the total search made on Chinese
o Internet) exhibits the market digital trends.

° ° o0 Baidu is the #1 search engine in China. The volume of
Baidu Index analysis of Green tea (%7R) %ne g

The most related keywords of “green tea” are "The effect and function of green tea” and "How many varieties does green tea
has". It means Chinese netizens try to understand the true value and function of green tea rather than its brands.

Search index: low High
Search trends: rising trend declining trend
_BRE :
| Oolong tea| 1Z5E BEE
o = e
1F5 B ZRETLRRE BoR
EEAATH S/ER 2 T T a
= _BRRINRS R 7o | Black tea | =
Z 3% A :f Tpe eff:sct andt :
4 | function of green tea | BTN
_____________ XK P —
=B TR I
. | The effect of greentea |
I a | LR el R T o
| pMhigten .y B e
TR T L UES
_________ . | Darktea
IRIIHRE | . $ 0000090 0 T~
?i?ﬁﬁ@?%@?’iiﬁ‘ziﬁgﬂl&iﬁﬁf_1 L_gr_egn_tga__J
| The effect and function :
| of black tea | LU= S o
________ S e R ML R _ER
[ Tie Guanyin | {;';V;r;;n;;a‘rigfi‘e;gﬂ [Yellow teal et
GRET : green tea are there : ,__E’_;H_%___,
B e e ettt gl oy
e 3 2L R T4+ /4 2K | Longiing |
QERLEZE BMERTHAR | _Longjing !

o e
I What kind of tea does |

| . |
| Tie Guanyin belong to o
© 2020 DAXUE CONSULTING
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00 Baidu is the #1 search engine in China. The volume of

. o 000 h (more than ¥ of the total search made on Chi
Baidu Index analysis of Black tea (4L75R) QY v rore o of e oo s e o Chnes

The most related keywords of “black tea” are “The effect and function of black tea”, “Tie Guanyin” and etc., which means the
attitude of Chinese netizens towards “black tea” is similar with “green tea".

Search index: low High
Search trends: rising trend declining trend
R
SR R  EA S
Zl 2R
4T : Oolong tea : I______’jiiu_%_’f;j_c_%i__ | Jalar
——==—=—= SV The difference between black |
. . > =,
HUERT 4% ' Dj_hgn_g_ng__'__ TRIINESFRRS -, : tea and green tea :
B4 SR TR &b : The effect and Y .
R | Contraindication i BRMMS R
_BWE [
et '_T'_e_GEin_y'g ezl
LEFETHAS R | Blacktea | Yellow tea|
Ll 215 R RNIWB T AR
—ﬂE |——————
| Green tea |
ST s
I_[laik _teia_: __"flzi}ﬁﬁ’]_lj_]?_fil—ﬁ_‘[’liﬁj_
T aFEmE | The effect and Ei}
| How many varieties of | BineHoRlefblHESiea k3 IE L/
:_ black tea are there :
hl .
© 2020 DAXUE CONSULTING daxq:gggnsultlng 26
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00 Baidu is the #1 search engine in China. The volume of
search (more than 34 of the total search made on Chinese

@&
Internet) exhibits the market digital trends

Baidu Index analysis of Milk tea (F37%) A

The ranking list of milk tea brands”, and “The way of making

nmon

The most related keywords of “Milk tea” are “"Homemade milk tea”,
which means Chinese netizens are interested to make milk tea by themselves and vey care about milk tea brands

milk tea” ,
Search index: low High
Search trends: rising trend declining trend
_ AR HETEE
P : The ranking list of :
o =T TR A @ | _mikteabrands |
By e | SEOsERE @ FRERTE
g 0 00000 T ————T——— e
Lﬂo_m_er_nfd_e_m_llkt_ei I Al | Milk tea recipe : SR
o ®
L] RSB
L L '_-__E: A Sl ot
Wialas= I————jh ————— . W
a: Milk tea pictures | e TN
__________ T ._--\}_‘.-:l.. < el L R
=l == 0 T I
T » L (likien | L o
= o 2 O 00 SNl ey o
T—J'E 4 s, L T LA e S L
@ il | The way of making |
» Bt L i b | L ol
i ey, =-\:_\-T_—. r _____________
T AT . | The process of opening :
: a milk tea shop |
e = [ ] _____éi__
@ RS TE | __EQ(IE_A___: R
R __EFEEE
| Mongolia milky tea |
ihl . 27
daxueconsulting

© 2020 DAXUE CONSULTING
ALL RIGHTS RESERVED



© 2020 DAXUE CONSULTING 28

d ihl i
ALL RIGHTS RESERVED axueconsulting

bejing shanghai



Lipton (32%1) — The most successful tea bag brand

Lipton is the largest foreign tea brand in China, it mainly focuses on black tea, green tea, jasmine tea and oolong tea.
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Founded in England
Lipton was launched in England as a black tea brand. Its advertising slogan is: "Direct from tea garden to the

tea pot”.
Entered the Chinese market

Lipton officially entered China and started to sell black tea and green tea, the brand was devoted to tasty,
easy-to-carry, small packages of tea.

Lipton achieved very high sales in China

Due to the high quality, clear target market and its precise market position, Lipton achieved very large sales
and market share in China.

More investments in China’s market

Lipton's owner Unilever invested 50 million USD in Anhui (“%%}) province to build one of the biggest tea
factories in the world at that time.

The most popular tea bag brand in China

The total annual output value of Lipton was about 23 billion RMB, which was almost the 2/3 of the output
value of the China’s tea bag industry.

hl .
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How Lipton built itself as a mainstream tea brand (1/2)

e Standardized design and production

Lipton brought its standardized design and production of tea
products when the brand entered China, they helped Lipton reach
every corner of the market while also building brand awareness
among Chinese consumers.

@ Investments and localization in China

7*(4 — . . .
= . Many foreign tea brands sell tea products from abroad using Chinese
L1 *; ﬂ
’ 8 - L > 'jJ‘,A Blﬁ 6 Dn* distributors, however, Lipton invested in building a local factory and

hiring local employees. With this strategy, Lipton greatly reduced the
T EET%AS0EES R costs and localized the brand. It helped the brand to act quickly to

meet the needs of Chinese consumers
e | o
FuiIL 5T

09,

Expanded sales and promotion channels

In 2008, Lipton was one of the first international brands
advertising on mobile Internet in China. The brand was also one
of the first to use e-commerce in China.

Source: lipton.world.tmall.com
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How Lipton built itself as a mainstream tea brand (2/2)

Lipton targets Chinese white-collar workers and young adults with its tea bags.

a Traditional target consumers

O Tea is traditionally considered a leisure
product. Therefore, many Chinese
brands target middle age and elderly
people, who have more leisure time.

O  Most Chinese tea brands sell loose leaf
tea, which can make people enjoy the
process of brewing tea.

© 2020 DAXUE CONSULTING
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Lipton mainly targets on China’s white-
collar workers and young adults in urban
areas.

The brand uses its tea bag as a competitive
difference in China’s tea market, because it
is convenient, cleaner and safer. It also
greatly simplified the steps of drinking tea
in China.
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Lipton is facing great challenges in China

According to the annual report of Unilever in 2019, Lipton’s profits decreased. The brand is facing many challenges in China.

Small price space Lack of innovation

Now, competition in China’s tea market is
tighter and consumers preferences have
changed. But Lipton has not innovated its
package and products, it's less exciting for
Chinese consumers

Lipton's tea usually are very cheap, which
means it must keep high sales to get
enough revenue. But, when its revenue is
reduced, it is hard to push sales by /
lowering the price even further !

/

)
I
|
\
\
\
\

\

\

Consumer preferences changed New competitors

Most Chinese young adults (21-30 years More Chinese competitors are rising, they have
old) are a variety of teas including new- better understanding of consumers, more
style teas. They crave creativity and creative package/products and advanced

novelty. Lipton is losing this huge S~el L _4_ -7 marketing (such as KOLs). The profit margins of

consumer group. Lipton is squeezed by them.
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Chinese consumers’ discussion about Lipton (371)

Questions on Zhihu

O Most questions about Lipton on Zhihu centered around products’ quality, price and function.

O The brand could be careful about the difference between Chinese tea and English tea, and emphasis on the specialty their

product.

Q:

Lipton AL FRMH B 44?2
Lipton ILWRMEAE? BERIRDEBNES, AEMARKBELERITE.

A:
o
How is the quality of Lipton tea’s leaves?

Someone said it had pesticide residue, people who have tried this

product please give some comments.

REFRIFEREPERF?
M, BWEABTEER, THBNSLSREIOERN, REET TAINAERLMMTR
RE, AR MMETPERRTFEFIBMN?

English tea or Chinese tea - Which one is better?

I hardly drink English tea and always drink Chinese tea bought by my
father. After visiting Taobao, I found that English tea isn't expensive, but
at the same price point, I can't find good Chinese tea.

BRRMTNRHERZZNTHE, —EAESHPRNZERIBN,

IREERITAELE, ZEEERAM.
B, XM EEMREMNIREELIRHE S FRERRIE?

I think the main advantage of Lipton tea is convenience, especially
on special occasions. Compared to common tea, there are great
difference between them. Think about it, how high quality could
broken down tea leaves in a bag be?

HEREY, BREFNTER\FEETE— AR, BENSHESTE.

Although Chinese tea is good, it is quite different with English tea.
Also, these two kinds of tea are totally different in terms of
aesthetics.

. Zhihu is the first Q&A website in China, and has transitioned to a social media sharing platform gathering more than 100 million answers on various topics. The

Zhihu

© 2020 DAXUE CONSULTING
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platform is especially relevant to reach higher-, well-educated social classes.
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Chinese consumers’ perception of Lipton (3L1i)

Weibo posts
O Most positive perceptions are about the traditional flavors, portability, and creativity of mix with other materials.

o Alm Il n Y, mmen new flavors.
ost all negative co ents about new flavors X MBI SR RN R A B SR

MRYE L INANE R ARESFIE A [ T — A B BN EE403E BHIBEIFFET @
Likes: 16 Comments: 19
Positive 3 Negative
EIRIE T EHINFORR, PSR + THAR, TSRO RRNRIETRY
5, REFBHFMAFGE! | IIRATRT I, TEL G TREPR S

Likes: 89 Comments: 39
O This netizen says he doesn’'t have much time to make O This review described a consumer’s poor experience
tea, and he enjoys the portability and convenience of with Lipton tea, said it tasted bad and its low quality.

Li : :
'pton 1 O These kinds of posts and comments are very rare,
O Posts that shared homemade recipes received | compared to positive experiences.
additional positive attention. It is certain that Lipton has |

captured Chinese consumers’ yearning of DIY.

&
Weibo is China’s biggest social media network that was launched in 2009. Over the past years, it has transformed from a Chinese equivalent of Twitter to a
Weibo comprehensive platform.
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1204

Xiao Guan Tea (/M

)

> Xiao Guan Tea is a high-end Chinese tea brand launched in 2014, it covers six categories:
green tea, black tea, oolong tea, dark tea, white tea and reprocessed tea.

» The brand targets young adults with strong consumption power and pursue the quality of
life.

By the end of November 2018, Xiao Guan Tea's sales revenue reached 2 billion RMB in China’s
market, with around 650 offline shops in the nation.

Online sales channels of Xiao Guan Tea

E3 x5

FAAW

Self-owned channels
I Marketplace

<&

M
,'?\FE

Self-owned online store WeChat Tmall

Source: Xiaoguantea.com, Sohu.com
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Positioning itself as a high-end brand

High-end brand image

Xiao Guan Tea positions its products as
high-end. The brand built its high-end
image using well-designed packages and
offline stores, which can created the
distinct sense of modern luxury for
consumers.

© 2020 DAXUE CONSULTING
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Popular gifts in China

Xiao Guan Tea uses aluminum cans and
high-end gift box as packages, which
make the tea healthy, convenient to
drink and easy to conserve. Hence, Xiao
Guan Tea products are now popular
gifts during some Chinese holidays.

Source: iimedia Research, Xiaoguantea.com

il .
daxueconsulting

The price distribution of Xiao Guan Tea
(20178)

28%

W <¥500
m ¥ 500
>¥ 500
Around 72%
Of Xiao Guan Tea's
products are higher
than 500 RMB
36



Improve manufacturing with Al tech

Xiao Guan Tea is upgrading its tea manufacturing by developing and using Al

o)

o)

© 2020 DAXUE CONSULTING
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Upgrade production tech

Visual inspection technology
In World Artificial Intelligence Conference 2019

In cooperation with IBM, they developed a robot with
visual inspection technology that can scan and pick out
the impurities of tea leaves. One robot can finish 50-60
human workers’ job every day.

The technology can reduce labor expenses and
improve processing efficiency.

ihl .
daxueconsulting

Upgrade productivity

Smart tea production factory
In Huangshan China

Xiao Guan Tea and Siemens launched a cooperation at
the end of 2018 to build a new smart tea production
facility in Huangshan (¥ 111).

The factory will use Al technology to achieve the

intelligence of the job-shop, optimizing the production
process.
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Chinese consumers’ discussion about Xiao Guan Tea (/)

Questions on Zhihu

120

)

O Most questions about Xiao Guan Tea on Zhihu centered around products’ taste, reputation and price.

O  Brand could be careful about the negative effects of marketing strategies, and pay attention to products’ quality at the same

time.

Q:

MEFRRIFERRIN?

HELTAEE, SEHNTS, BTUIRRNTES, BEFEANDISOASEET, RE

BEIRIP Y. BRAAUEE, BAUAGISHT, BN, AN, RRARE, 111197 A.
o

How about the taste of Xiao Guan tea?

I brought it for my father during the Chinese new year. My father
said it does not taste good. I think most people buy it as a gift rather
than drinking it themselves. Thus, I need ask this question:
packaging aside, what do you think about its quality and taste?

AtahEZEEaEm E—aEEA—?
ofy PU3E . & /&E /=& [45 : wunongchatang]

Why does Xiao Guan tea have mixed reviews on the Internet?

FRGE: i, HR. ARE, SRSMIRS, mRRENTR. MREAXERAEN
BHk%, AILIEE. A, (FEDIFE, hRSEFTT,

The conclusion: good tea with excellent appearance, taste, pure and
stable quality. If you don't know much about tea or don't want to
select, you can buy it. It's very suitable to give people as gifts, which
is attractive and good to drink.

REEEMIEREN, TRUNMNERR, HRE/NMNERNMIIETHZEF THUASE, BN
NEFIIREEMARHFERT, EFEXBEATAN B MEREFN—EREA—HIRE.

No investigation, no right to speak. I think the success of Xiao Guan
Tea is from the market economy and because Xiao Guan Tea has
very clear target groups. It's also the reason for mixed reviews
online.

. Zhihu is the first Q&A website in China, and has transitioned to a social media sharing platform gathering more than 100 million answers on various topics. The

Zhihu
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platform is especially relevant to reach higher-, well-educated social classes.
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Chinese consumers’ perception of Xiao Guan Tea (/)i
Weibo posts

L
—’

O Most positive perceptions are about the good smell and beautiful packaging.
O Most of negative comments are mainly about being expensive for the taste.

BREEOHR NER | FREA RN RER T | | 3 BB NINGEZREI T AR, (BRI RIEAD
@ MWBERFEE—0 EHbEATI ~ 3 o LIRS AR E RS .

v = HREDEE-BAIEHE B —miERZ = | |

ors f . AREEmA T IE, SEESEITTE)LAEERMHE
Positive s Fha ‘ ~ Negative . = o iy T .
. . \ 4_"! ;
A. L R‘I/
Likes: 1,580 Comments: 772 Likes: 44 Comments: 43
O This netizen says the smell of Xiao Guan tea is very } O This review described a consumer’s poor experience of
good. She likes the taste and enjoys the process of drinking Xiao Guan tea’s products and its high price.

making tea by herself. : O These kinds of posts and comments are common on
O These kinds of positive posts and comments show that Weibo, which means a lot of people in China think it is

Xiao Guan Tea has captured some customers’ pursuit of | not worth the price.

nice scent and packaging. ‘

Weibo is China’s biggest social media network that was launched in 2009. Over the past years, it has transformed from a Chinese equivalent of Twitter to a
Weibo comprehensive platform.
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How the Coronavirus affected China’s tea industry

(@ Tea export has been delayed

Exporting became slower and more expensive

0 International logistics. The epidemic has complicated
International logistics. Thus, China’s tea export
progress is much slower and export costs increased.

O Tea import markets. The main tea import countries
strengthened their customs inspections and some
countries reduced or stopped importing China'’s tea.

© 2020 DAXUE CONSULTING
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(@ Domestic tea sales are seriously affected

Decreased tea sales

O During the epidemic, offline retail channels were the most
impacted. More than 60% of tea shops had no sales revenue
during February 2020.

O Online orders for tea decreased and some products couldn't
be delivered as usual because of the lack of employees in
logistics during the Coronavirus outbreak. Therefore, online
tea sales also declined.

Long-term impact

The impact of the epidemic on tea distribution channels in China
is temporary, and the impact on tea retails was mainly focused
on February and March. The online and offline sales both will
quickly recover when the epidemic is over.

Source: China Tea Industry Economic Research
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Increased focus on health and social

0 After the COVID-19 outbreak, there is no doubt that everyone will pay more attention to personal health than before. Although
tea leaves are not medicine, they are still health-related products, and are believed to have health benefits. The proper
promotion of the knowledge about tea leaves will help facilitate everyone's tea consumption.

0 Chinese people’s enthusiasm for social networking is still growing, tea brands need put more emphasis on packaging and
appearance design.

@ Health is necessary @ Social value is important
O Because the COVID-19 outbreak, O Socializing is more and more
Chinese consumers have stronger important for today’'s young people.
health awareness. Many consumers Tea is not only a kind of drink, but
choose to buy milk tea with little or no also a sense of fashion and ceremony
sugar. Fruit tea is also popular for due for them. Thus, milk tea shops now

to having less added sugar and more focus more on appearance.

health benefits.
O Therefore, if traditional tea brands

O For milk tea brands, it's essential to add want to increase sales, appearance is
the concept of health into their as important as quality and taste.
promotion and advertising.

42
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How to know which tea suits you from the Chinese Medicine
perspective?

“The most important thing is to see Iif we have any uncomfortable
feelings after drinking tea. For example If your stomach is not
comfortable after drinking a ‘cooling’ tea, it means the tea with a
‘cooling’ or yin’ nature isn’t suitable for you, better choose another tea.
If you had bad sleep or dizziness after drinking tea, it means you may
drink too much strong tea. On the other hand, if you feel good after
drinking tea, it may improve your immune system and have raise your
spirits, then you can drink this kind of tea for a long time. Overall, you
should drink tea according to your own feelings.”

Manli Wu (Esther), founder at Esther tea shop
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