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Research scope

Deloitte researched the performance of nearly 500 listed consumer products & retail companies.
By comparing the performance of leading companies in each segment, this study presents insights
into industry trends and identifies the drivers of industry performance.
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Companies overview

After removing duplications and excluding companies that did not disclose their financial results for the relevant period, this research covers
492 companies with combined revenue of RMB5.71 trillion in 2020. In particular, there were:

* 329 A-share companies with * 146 H-share companies with * 17 China Concepts Stocks
combined revenue of RMB2.6 combined revenue of with combined revenue
trillion in 2020 RMB2.91 trillion in 2020 of RMBO.2 trillion in 2020

A The data in this study is from the latest annual reports of the 492 listed companies for fiscal years ending between the start of June 2020 and 31 March 2021.
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Main findings
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General conclusions General trends in different segments

*  The post-COVID recovery is accelerating in the consumer *  With rapidly rising demand for green, high-end, and quality products
products & retail industry and changes in consumers’ shopping preferences, frequency, and

*  The structure of consumption has changed, with consumption scenarios amid the pandemic, segmentation in the consumer products
upgrading trend more prominent for all consumer products industry is accelerating

*  With consumption upgrading and China's supply chain * The food, cosmetics, agricultural products, and household cleaning
advantages, new brands are developing rapidly and the number product segments performed well during the pandemic; the sports
of newly listed consumer products companies is surging and outdoor apparel and beverage segments segmented further

*  Most of the new listed retail companies are internet platform *  The revenue of offline segments including specialty stores and
retailers, indicating this new digital retail format has been gaining department stores continued to decline, with supermarkets the only
market recognition non e-commerce segment to grow revenue and profit
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An accelerating post-COVID recovery in the consumer products & retail industry

Total retail sales of consumer products in China have grown YoY growth since August 2020, with sales picking up and
exceeding pre-pandemic levels

YoY growthin 2021 vs. 2019
2021.1-2 5.6%
2021.3 11.8%
2021.4 8.4%
2021.5 9.1%
2021.6 10.9%

Figure: YoY growth in retail sales of consumer products
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Post-COVID changes in consumption structure

Consumption upgrading remains the main trend in the consumer market, with discretionary consumption picking up
at an accelerated pace

Figure: YoY growth in January to June 2020 vs. 2021
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Note: Ranked by growth from January to April 2021 vs. 2019
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With consumption upgrading and China's supply chain advantages, new consumer brands are developing rapidly and the
number of newly listed consumer products companies is surging

@ Number of listed companies @ Funds raised
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Source: WIND, Deloitte Research
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Most of the newly listed retail companies are internet platform retailers, indicating this new digital retail format has
been gaining market recognition

@ Number of listed companies @ Funds raised

(RMB million)
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Source: WIND, Deloitte Research
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New domestic consumer brands and community-based and cross-border business models favored by rising young
consumers are gaining popularity in the capital market

Figure: Investment in new |
products & retail industr

' Figure: Number of M&A deals in the e-commerce sector from
(0] 2017 to 2020
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Consumption upgrading has boosted new domestic consumer brands and new retail formats. Over recent years,
leading new consumer brands and new business formats and models have maintained rapid growth and accelerated
their pace of listings, with new brands covering snacks, new-style tea drinks, trendy toys, and domestic cosmetics,
social and fresh food e-commerce companies, stepping up efforts in the race for the “1st IPO" in their segments.

Figure: Revenue growth of typical new consumer brands in @ Figure: Performance of fresh food e-commerce players vs. top
e-commerce platforms and supermarkets

2019 and 2020
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Note: All the companies above were listed in 2020 or later.
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Main findings

With the pandemic changing consumers’ shopping behavior, the revenues of
offline segments, including specialty stores and department stores,
continued to decline, calling for their immediate digital transformation

In 2020, all consumer discretionary segments except cosmetics were hit
hard, with their gradual recovery in the second half of the year failing to
offset their overall poor performance

© 2021. For information, contact Deloitte China.

The food, cosmetics, agricultural products, and household cleaning
product segments performed well during the pandemic; the sports and
outdoor apparel and beverage segments underwent further segmentation

In 2020, boosted by an online-offline, integrated community-based
model, supermarkets were the only offline segment to grow revenue and
profit

The post-pandemic trend of online business accelerated offline
segments’ loss of customers
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The pandemic drove rapid growth in demand for green, high-end, and quality products, and changed consumers’ shopping
preferences, frequency, and scenarios, accelerating segmentation in the consumer products industry

Revenue trends in 2019 and 2020
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The food, cosmetics, agricultural products, and household cleaning product segments performed well amid the
pandemic; the sports and outdoor apparel and beverage segments are undergoing further segmentation

Revenue and profit trendsin2020 Y
5 . Agricultural products: Some products saw a gradual recovery in price after the
60.0% pandemic, promoting the segment’s overall profit growth
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With the pandemic changing consumers’ shopping behavior, the revenue of offline businesses, including specialty
stores and department stores, continued to decline, calling for their immediate digital transformation

Revenue trends in 2019 and 2020
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In 2020, boosted by the online-offline integrated community-based model, supermarkets were the only offline
segment in which revenue and profit grew

Revenue and profit trends in 2020

30.0%

. E-commerce: The rapid shift of consumer purchasing from offline to online shopping as
a result of the pandemic led to rapid revenue growth for e-commerce, and the gross
profit of e-commerce companies maintained high growth as they faced no substantial
increase in selling expenses

. Supermarkets: As a business format that provides basic necessities, supermarkets
operated as usual even during the pandemic. Moreover, the 020 model enabled
supermarkets to expand profit margins and revenue from online sales
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In 2020, consumer discretionary segments (except cosmetics) were hit hard, and their gradual recovery in the second

half of the year was not enough to prevent overall poor performance

Consumer products

Ranking YoY revenue growth in 2019 YoY revenue growth in 2020

1 Cosmetics 25.7% Agricultural products 31.8%

2 Pet food 19.6% Pet food 31.1%

3 Chinese liquor 17.3% Cosmetics 16.1%

4 Agricultural products 17.2% Processed grain and oil products 14.9%

> Meat products 15.9% Seasonings 13.6%

6 Seasonings 14.4% Instant food 11.6%

7 Instant food 14.4% Meat products 10.3%

8 Sports and outdoor apparel 13.9% Chinese liquor 6.8%

9 Dairy products 13.8% Dairy products 5.8%

10 Paper products 12.7% Paper products 5.0%

11 Soft drinks 8.8% Snacks 3.6%
I 1

12 Snacks 6.1% IBeer -3.8% ]

13 Fashion and casual apparel 4.5% :Gold, silver, and jewelry -6.1% :
I [

14 Footwear, bags, and accessories 3.2% ISoft drinks -6.3% !

15 Beer 2.1% :Sports and outdoor apparel* -8.6% :
[ [

16 Processed grain and oil products 2.1% IFashion and casual apparel -12.0% I

l - L] 1
7 iGold, silver, and jewelry -3.4% : [Footwear, bags, and accessories -14.7% ;
e o o o e e e - 4 A — 4

i _| Increase in number of segments where revenue contracted
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*Sports and outdoor apparel: Leading enterprises in this segment maintained strong growth
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The post-pandemic trend of online business accelerated offline business’ loss of customers

Retail format

Ranking YoY revenue growth in 2019 YoY revenue growth in 2020
1 28.2% 29.9%
E-commerce E-commerce
2 6.4% 4.6%
Specialty stores Supermarkets
T
3 5.1% : -4.5%
Supermarkets 1Specialty stores
I
v
4 I -4.2% ' -48.2%

|L Department stores

i _| Increase in number of business formats where revenue contracted
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Index: Analysis of industry segments

Driving Factors of Industry Segments

Agricultural products

Pet food

Processed grain and oil products
Seasonings

Instant food

Meat products

Dairy products

Snacks

Cosmetics

Paper products
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Chinese liquor
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Soft drinks

Sports and outdoor apparel
Fashion and casual apparel
Footwear, bags, and accessories
Gold, silver and jewelry
E-commerce

Supermarkets

Specialty stores
Department stores

Appendix:

Overview of listed companies by revenue in consumer

products & retail segments
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Methodology

Segments in this report are defined with
reference to the Wind industry, CITIC
Securities, and Deloitte industry classifications,
including retail (supermarkets, department
stores, specialty stores, e-commerce) of
apparel, footwear, and hats (sports and
outdoor, fashion and casual, footwear and
bags, accessories), food (dairy products, meat
products, snacks, instant food, processed grain,

and oil products), beverages (Chinese liquor,
beer, soft drinks), agricultural products, gold,
silver and jewelry, and household cleaning
products (paper products, cosmetics)

To keep the data
consistent, a small numbe
of companies that did not
disclose financial data for
the current period were

excluded when calculating
industry revenue, gross
profit, and net profit

Data in this report
was obtained from
the Wind database
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