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DIGITAL NATIVE BRANDS

This Is the second in a series of reports by
Totem that evaluates DTC (digital native)
orands in China, both domestic and foreign.

These reports on digital native brands in
China are buillt upon the research that Totem
nas compiled about global DTC brands.

Through these reports, we aim to provide
further insight into the growth strategies
employed by the brands represented.
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LEARNING FROM CHINA

All marketing in China is digital first. In the
absence of tradition (and traditional
channels), brands have followed the
iNncreasing demand to focus on digital first.
Chasing the opportunities offered through
digital marketing, brands in China have
oushed far past traditional boundaries to
experiment with new tactics. Added to this,
China has a unigue set of channels and
nearly ubiguitous digital payments. In order
to forecast future global marketing, it is
imperative to look through the digital

Mmarketing lens at what is transpiring in China.

PERFECT DIARY VS FLORASIS VS
FENTY BEAUTY

Perfect Diary became the top domestic
beauty brand just 2 years after launch and
has attracted 48 million followers online -
racing ahead of all competitor brands and
setting the tone for other DTC brands.

~lorasis launched around the same time, has
a strategy built around livestreaming. They
compete head-to-head with Perfect Dairy.

Fenty is considerably smaller in scale. As a
foreign brand, it cannot dedicate all of its
attention on China and therefore is a half-
step behind its domestic competitors.

ABOUT THIS REPORT

TOTEM’'S BRAND GROWTH
FRAMEWORK

From our analysis of both global and Chinese
digital native brands, Totem has developed a
Brand Growth Framework that serves as a
template for planning brand transformation/
growth.

For detalls about Totem's Brand Growth
Framework please see the end of this report.

www.talktototem.com/dtc-insights
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DIGITAL AND DIRECT
MARKETING RULE IN CHINA

The ‘disruptive’ strategies that DTCs In the
West have been using to gain share over
traditional brands are the staple tactics for
winning in China’s predominantly digital
Marketing ecosystem.

GLOBAL VS LOCAL DTCS?

Our research shows that only a very small
oercent of Global DTCs have entered the
Mmarket. Meanwhile, there has been steady
growth in local DTC/DNVB brands which have
been modelled on (and are often out-
inNnovating) their global counterparts.

Alibaba (Tmall) and other platforms in China
are putting a lot of focus on newer, growth
brands. Alibaba has a program to incubate/
accelerate global DTC brands. Tmall is also
supporting the growth of local “Treasure
Brands.” Collectively, 357 global/local growth
brands became top sellers at Double 11 2020,
versus only nine such brands in 2019.

Source: Totem Global DTC Database

DTC BRANDS IN CHINA

A SURGE OF NEW, CHINESE
DTC BRANDS IN 2020/21

Globalization took a major step backwards Iin
2020, with the flow of goods put under
massive pressure from Covid. As a result, there
was a strong move to localization - and a
surge in growth of local DTC brands:

1. Factories with spare capacity and excess
iNnventory, moved to launch their own
brands and supply local DTCs - advancing
a trend toward more local consumer-to-
Mmanufacture (C2M) connections.

2. Consumers in China discovered an array of
new, local products (many of which come
from the same factories as famous global
orands) at prices lower than global players.

At the same time, China's consumer gravity Is
shifting toward lower-tier cities. Strong growth
of Pinduoduo and Kuaishou offer compelling
evidence of this shift. The growth of lower tier
Markets favour Chinese DTCs in the short-
term.

The defining factors for success of local DTCs
will be In their ability to builld distinct brand
identity - and avolid price-competition traps.






Start-up, DTC brands liberate value

from TAMs that have been over-looked,

under-served by larger players.

N a mature market, the value available
to be liberated is substantial. In many
cases the DTC brand is walking into a
situation where the incumbent brand is
over-charging for a solution that is not
fit to the customer segment in
guestion. The customer in guestion has
been paying too much for something
that they don't really want.

At the same time, in mature markets,
ke the US, there are relatively fewer
competitors per category. There could
be as many as 100x more competitors
iNn China as there are in a mature
market. DTCs in mature markets are
oicking off latent TAMs with relative
ease, achieving a first threshold of
growth.

CHINA VS USs MARKET APPROACH

New brands in China have to more
explicitly define - and create - the
TAMs they want to tap into. Brands
who do not differentiate by creating a
category, run the risk of getting lost in
the mainstream.

The un-differentiated mainstream in
China is very large but also way over
saturated with competition. There is no
latent value to extract in China's
Mmainstream.

TAMs are not easy to identify clearly in
China, as its culture - once monolithic -
'S now becoming more individualistic.
There are very clear differences by age/
occupation already in place. Regional
differences will also begin to become
more apparent. And, in top tier cities,
audience segmentation is happening
quickly, with groups splintering into
tribes of interest/taste.



AUDIENCE XINTEREST MAPPING

NEW SEGMENTS BECOMING
MORE CLEAR IN CHINA

As audiences begin to fragment and become
More nuanced brands are applying more rigor in
defining target audiences (TAMs). Audience x
INnterest groupings are called "Quancengs” and
represent the growing interest among brands to
go after narrowly defined groups/tribes.

This sort of targeting has been the driver of
growth for DTC brands globally as well: find an
under-served group and dedicate attention to
them with bespoke products, purpose and
messages.

For new entrants, start-ups, and DTCs it's better to have a
deep well of committed customers than a broad, disloyal
crowd as targets. [o quote legendary YCombinator founder,

Paul Graham, “If the idea is going to spread. then it will have to

spread from the local need to the global use.” This sort of

targeting is now much more tenable in China, with audiences

who can/will appreciate the specific opportunity to connect
and support something tallored specific to them.
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GLOBAL BRANDS MUST
FOCUS ON ‘'SEEDING’ FIRST

The seeding effort by global DTC/DNVBs
should be very focused on creating affinity
with a specific audience segment (TAM).

Too many global brands enter China based on
the notion that it's a massive market and that
targeting isn't necessary. The story they tell
themselves is, “China is a market of 1.4 Billion
oeople; therefore, it we were to sell something
to 1%.." However, the focus should be on
selling their products to a specific, clearly
targeted 1% ..or, more accurately, a very
specific 0.01%.

AS part of an effective seeding program,
foreign brands should be running trials with
very focused audience groups. With each trial,
orands should be collecting new insights,
comments and recommendations - moving
the company incrementally closer to the right
formula, for right audience group (TAM).

Market proof comes when the brand can
observe an increase in cross-border (and
"‘Haitao”) sales, new resellers on Taobao &
PDD, together with an uptick in organic
oostings on Chinese social media.

B0

GLOBAL DTCS ENTERING CHINA
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CHINA VS Us MEDIA COSTS

CHINA IS NOW MORE COSTLY
TO GROW THAN THE US

't is hard to compare apples-to-apples when it WEB DISPLAY SOCIAL DISPLAY INFLUENCERS/KOLS
comes to advertising costs between China

and the US. Channels and formats are
different. The outcomes and effectiveness of
ads are also not eqguivalent. For instance, while
the costs (based on CPM) for Facebook and
Weibo are pretty comparable, the
effectiveness in (sales) conversions on
Facebook iIs much, much higher than Welibo.
And, while the CPMs for large influencers are
similar, the number of fake fans in China for
large influencers is extremely high.

$11.30 >$550 $o316 $1814 $6.92

*Weibo Fanpass * Weibo

With this in mind, brands eyeing an entry into
China's market need to make every effort to:
(Dbuild traction globally first, (2)target global
Chinese through global channels and
iNnfluencers (including Chinese influencers on
INnstagram, TikTok..etc), and (3)make sure that
there is a formula in place for China BEFORE

the big investments Iin scaling through media
OCCur. * Mobile * Facebook

$1-5 7 <$3.00 $5-10 $5-10 $5-10

China is not a market where brands can afford
to take a spray-and-pray approach to
advertising.
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THE BOOM OF THE COSMETICS MARKET IN CHINA

Fast growing with [ots of potential

2019 Per Capita Spending on Cosmetics (USD$)




RISE OF C-BEAUTY

Domestic Brands are becoming popular among young, Chinese consumers.
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~MERGING C-BEAUTY BRANDS TAKING OVER

Tmall Sales from January to October 2020

Total sales (RMB Million)

2,200
2,000
1,800
1,600
1400
1200 Average product
price (Yuan) A
1,000
500
. a 400
. A 200
100

400

Source: Tmall, Huaan Securities



THE GROWITH OF PERFECT DIARY AND FLORASIS

The only two brands that exceeded 1 Billion RMB sales in 2-3 years

Florasis

/




WHO [S BUYING C-BEAUTY?

Perfect Diary VS. Florasis

Perfect Diary 3/7.5%
Florasis 35.8%
Overall Beauty consumers 33.5%

A45.2%

Perfect Diary 16.3%
~lorasis 1/.5%

Overall Beauty consumers 17.2% 25.5% 31.4%




Perfect Diary and Florasis are

two of the most notable brands

to disrupt the Chinese beauty

market with the growth of nhew

generation social media. PERFECT DIARY

Fenty Beauty has reached
similar success in the global
market through social media,
and has entered China at the
peak of C-beauty brands’ local
market growth.

We will look at the three brands
side-by-side before taking a
deep dive into the growth
strategies and frameworks that ot

all three brands have adopted. - l]}

FlOorasis

BLE A T Y-7:B B AU Y
BY RIHANNA




SIMILAR PRODUCTS, DIFFERENT STRATEGIES

Comparing Perfect Diary, Florasis, Fenty Beaty brand growth profiles

7

PERFECT DIARY

J

Perfect Diary disrupted the Chinese beauty
mMarket with affordable pricing, creative
packaging, and an innovative D2C model
that used RED, Douyin and Bilibili as the
mMain channel for awareness building and
fast conversion. In addition, their activities
were supported by WeChat groups and
orivate traffic to cultivate consumer loyalty
and extend value.

Today, the brand operates more than 200
stores across China and aims to triple that
numpber by the end of 2023.

&
fti ¥
FLORASIS

With the growing consumer nostalgia
(Guochao) in China, Florasis chose to focus
on creating an immersive brand image and
oroducts that focus on traditional Chinese
elements.

The brand has established a deep
connection with the "“Guochao” enthusiasts
community and re-enforced its identity
through the engagement with these
vertical segments.

The distinct identity lays the foundation for
the brand to stand out from its peers and
soar above the competition.

13

FENTY BEAUTY

B Y'z,g L H AN A
g i»

Fenty Beauty stands for a voice for equality
and inclusivity. The brand’s strong standing
towards underserved market has stimulated
emotional resonance from the customers.

By leveraging Rihanna’s celebrity power, the
social voice behind the products created a
massive drive to share and spread the
message, which in turn, helped the brand to
quickly increase in popularity while raising a
group of loyal advocates through social
media.



DIGITAL PRESENCE OVERVIEW

TMALL RED DOUYIN
XIim AL
THALLCOM "I "Iﬁ J
Followers Rating Followers Likes & Favs” Followers Posts Followers L ikes
@ 16.7M 48 * 193M 36M 572K 2621 377M 30M
+h® 95M 49 * 138K 210K 16/K 1,447 1.1M 5./M
s

>
l* } | 0.93M 50" 34 9K 329K 150K o1 o.1K 35.5K



Own Category/Culture

Brand has moved beyond category distinctiveness to
creating/defining a (new) category. Does the brand
own’ a space/domain, act as the only choice to get a
Job-done, viewed as hallmark of a culture (tribe)?

Brand is notable from others in cateqory -
‘remarkable” in view of audiences. Distinctiveness in
category, product features,/design, brand identity,
audience niche - or combination of those attributes.

Brand creates content which is engagement
focused (arives ‘consideration”). Social media team Is
highly responsive and conversational - they are
speed, authenticity, reciprocity driven.

Advocacy & Trust Focused

Deep connections with customers (oroduct service,
quality, attention to detail) usually indicated by high
engagement through all touch points. Brand has high
% of stalt dedicated to customer service. Generous
returns/refunds (and customer delight) routines.

GROWTH BRANDS

Brand “Bravery” |
Brand’s that are brave’ venture big gains, with bold,

compelling creative content (campaigns, brand
collabs, stunts, endorsements). Risks of ‘high reward"’
actions are mitigated when brands have loyal
audiences.
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Virtualizing Experiences

Has created digital experience (online), which mirror
(f not improve upon) the offline experiences of the

New Media Mindset

Brand has a share of media investment dedicated to
new, experimental early-stage social/apps (TikTok,
SnapChat), Gaming Co-ops , and other yet-to-be-
oroven media (eg. AR/VR).

Brand that has very large scale in terms of media
reach, penetration (usually as a result of large media
budagets and use of traditional, mass media), allowing
it to have presence with audiences at scale

Company has full array of sales and communications
channels (online & offline). It's widely accessible for
ourchase, anytime, anywhere. Has systems in place to
support purchases between channels.

1-2-1 at Scale (CRM)

Systems in place (offline-online) to communicate with
individual audiences (and segments) - at scale (eq.
Bots, Customer Al Messaging Systems and Customer
Service Subscriptions). Uses customer insights to
tallor communications and personalize responses.

TOTEM

TOTEM BRAND GROWTH
FRAMEWORK ©

brand (eg. AR/VR, live video customer service/sales/
education, haptic experiences).



Own Category/Culture

Brand has moved beyond category distinctiveness to
creating/defining a (new) category. Does the brand
own’ a space/domain, act as the only choice to get a
Job-done, viewed as hallmark of a culture (tribe)?

Brand is notable from others in cateqory -
‘remarkable” in view of audiences. Distinctiveness in
category, product features,/design, brand identity,
audience niche - or combination of those attributes.

Brand creates content which is engagement
focused (arives ‘consideration”). Social media team Is
highly responsive and conversational - they are
speed, authenticity, reciprocity driven.

Advocacy & Trust Focused

Deep connections with customers (oroduct service,
quality, attention to detail) usually indicated by high
engagement through all touch points. Brand has high
% of stalt dedicated to customer service. Generous
returns/refunds (and customer delight) routines.

GROWTH BRANDS

Brand “Bravery” |
Brand’s that are brave’ venture big gains, with bold,

compelling creative content (campaigns, brand
collabs, stunts, endorsements). Risks of ‘high reward"’
actions are mitigated when brands have loyal
audiences.
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Virtualizing Experiences

Has created digital experience (online), which mirror
(f not improve upon) the offline experiences of the

New Media Mindset

Brand has a share of media investment dedicated to
new, experimental early-stage social/apps (TikTok,
SnapChat), Gaming Co-ops , and other yet-to-be-
oroven media (eg. AR/VR).

Brand that has very large scale in terms of media
reach, penetration (usually as a result of large media
budagets and use of traditional, mass media), allowing
it to have presence with audiences at scale

Company has full array of sales and communications
channels (online & offline). It's widely accessible for
ourchase, anytime, anywhere. Has systems in place to
support purchases between channels.

1-2-1 at Scale (CRM)

Systems in place (offline-online) to communicate with
individual audiences (and segments) - at scale (eq.
Bots, Customer Al Messaging Systems and Customer
Service Subscriptions). Uses customer insights to
tallor communications and personalize responses.

TOTEM

TOTEM BRAND GROWTH
FRAMEWORK ©

brand (eg. AR/VR, live video customer service/sales/
education, haptic experiences).
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T PeRFECT DIARY

GROWTH PATH

SEEDING

Oct 2016

O

oo

2016 - Setup Weibo Official Accounts, building
momentum with audiences.

Most of the content is unrelated to the brand and
related to hot entertainment topics of GenZ and
Makeup fashion.

Apr 2017 Feb 2018 Mar 2018 Jul 2018

After establishing credibility by working with Milan
Fashion Week and Beauty Magazineg, it shifted the
focus to content marketing on RED & Bilibili to seed
interest and build a fan base.

201/ Apr - First started the Taobao shop in April, after
a few offline pop up shops to test water. They then
upgraded to a Tmall shop in August.

2018 Feb - the brand started to focus on RED,
oartner with mega KOLs and large numbers of
medium and micro KOL and KOCs for color try-ons
and makeup tutorials.

2018 Nov - No.2 in color cosmetics sales, No.l in
domestic brands during Double 11.

Jan 2019

Actively collaborated with crossover IP including the
MET, NatGeo China to create new hero products.

Expanded from makeup enthusiasts to reach mass
audience.

2019 - Opened first physical experiential store.

2019 & 2020 - Nol color cosmetics during Double 11

2020 Sept. - have opened 200 stores in over 90 cities
iINn China; aim to have 600 stores in the next 3 years.

2020 Oct. - Signed Zhou Xun as brand spokesperson
and Troye Sivan as ambassador.

2020 Nov. - mother company Yatsen's IPOed on New
York Stock Exchange valued at 4.4 billion USD.



CROW ITH OF PERFECT DIARY

Perfect Diary online GMV (RMB Million)

Launched IP Collaboration products.
Including The MET lipstick, China
NatGeo Eyeshadows, Buya - a
Partnered with designer popular duck emoji on WeChat
250 Mashama at Paris
Fashion Week

200 Launched IP collaboration
products, lipsticks with the Launched eye
Great Britain Museum shadow pallet
with Discovery
250 Channel
200

Perfect Diary started to
use RED as the main
150 content channel

50




CONTENT THEMES/TYPES
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CONSIDERATION

Product focused content: images
and styling that allow audience to
“'see themselves™ with product.



T PERFECT DIARY

DIGITAL CHANNELS USAGE

&

WEIBO WECHAT DOUYIN KUAISHOU BILIBILI ZHIHU TMALL MINI-PROGRAM JD OFFLINE SHOPS WEBSITE

Consideration

Bubble Size =
\Volume of focus
oer channel



_ | PERFECTDIARY GROWTH BRANDS

BRAND GROWTH TEMPLATE

Brand “Bravery”

Own Category/Culture New Media Mindset
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Virtualizing Experiences
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MAKING BETS ON NEW MEDIA CAN PAYOFF

While most brands were focused on Weibo as the
Main social marketing channel, Perfect Diary observed
users sharing its products on RED - today’'s top social-
commerce platform. At the time, RED was only an e-
commerce channel used for surrogate shopping and
review of foreign beauty products. RED stood out
from other social media platforms: its highly targeted
users’ interest, profile (/0% under 30; 85% female) and
visual-focused content captured the attention of
Perfect Diary guickly.

In 2018, Perfect Diary made the decision to shift its marketing
focus to RED and, by partnering with KOLs and KOCs to create
hot topics and encourage customers to post product reviews,
Perfect Diary's exposure increased by 1200% on RED - allowing it
to become the top selling C-beauty brand on Tmall in 2018,

Perfect Diary has 16./ million followers on RED, 290k+ posts. To put
In context, traditional C-beauty brand Carslan has 89k followers,
Estee Lauder has 288k and Loreal has 300k

—ARLY ADOPTER OF RED

Benefit from the growth of an emerging new media
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Perfect Diary’s KOL, KOC & UGC content on RED



INFLUENCER PYRAMID

Lead by KOL, supported by KOC & UGC Content

ESTABLISHING TRUST AT ALL LEVELS

Perfect Diary has worked with almost 15,000 KOLs in

>100 k
the past three years. While over 8O0 of them has
more than 1 million followers, the majority IS micro
iNnfluencers who they work with for the long term.
In order to draw maximum attention and strengthen the memory 100 - 50 k

of a new product, the brand works with leading beauty KOL and

multiole vertical mega KOLSs cross all domains and social channels,

supported by large number of medium KOLs. The content is

focused on educating the new product using eye catching looks,

swatches, easy to remember nick names and USP with the aim to 50 - 10 Kk
create a hero product. Once the consumers’ interest is peaked. the

brand will then switch to smaller beauty KOLs and KOCs to

extend the attention and build trust with make-up tutorials and

reviews to assist and speed up with the consideration stage.

The brand also encourages customers who bought the product

Lo post content with specific keywords on social media to
strengthen the credibility

Perfect Diary’s typical KOL structure for promoting one product



BREAK THROUGH COLLABORATIONS

With notable art & culture brands help create identity for Perfect Diary

LEVERAGING HIGH-STATUS BRANDS

Lacking a distinct brand identity (like Florasis), Perfect : PERFECT DIARY
Diary has turned to partnering with notable art, culture / % % 82
and fashion organizations. Its breakthrough
collaboration was with Milan Fashion Week (2018),
and since has followed up with a number of similar
Nigh status cultural organizations.

Collaborating with large cultural & art organizations

helped create buzz and awareness but, more 5 8 \ : g : 54 - BN ML‘ ‘.\‘;u {% 0N
. . . ol ' ' % ( ' - - - > . 4 3 . ) 4 ‘S I &‘
importantly, it gave Perfect Diary status and respect YU LIRS I} PO “ﬁ "t’.& q-.ﬁ

: ‘) - W 5 - N - :

among Its core consumers. | | i — . R .- ' vy P oo

Since establishing its status, it has gone on to do a
wide range of other brand collaborations, with entities - = £ B XEZIT, WERIEXR
such as: OREO and Austin Li's dog. Having already ) i %ﬁ?%ﬁﬂ@i{&%}%?B’JQISCO‘v:HY
established brand ‘cred, these follow up collaborations TR B E A VD e B RYBR AR
nave been more about buillding excitement and
novelty.

=Hicx K= EYIERE [ hEth | O4

The MET lipsticks. 110 Million reaction Discovery Channel eyeshadow palette:
on Weibo, 8OOk units sold /Ok units sold in the first 30min.



A "MORE REAL VIRTUAL ASSISTAN T

1-2-1 AT SCALE

Genuine brand engagements - via virtual KOC - helps build private traffic

CUSTOMER ENGAGEMENT AT SCALE

Perfect Diary has been exceptional at engaging and
retaining its customers - with repeat purchase rates
apove 30% (with 235 million DTC customers). Its
success in customer retention has a lot to do with
now the brand manages its presence on WeChat.
Great content, strong use of private traffic ..and
engaging, friendly customer service.

Perfect Diary has created many virtual KOCs to serve
different roles throughout the marketing to sales
funnel. As an example of this, its customer service
oot is named “Xiaowanzi” and she acts in friendly,
helpful and “real” way with customer needs.

"Xiaowanzi,” Perfect Diary's virtual agent is modeled on the brand'’s
target audience - she is friendly, fun and cute - and provides
service recommendations and friendly advice. She groups
customers according to tags’ and shares product info, exclusive
adeals, and invites to brand events. She also initiates conversation
about popular dramas or celebrities to keep the groups engaged,
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Customers receive a QR Add Xiaowanzi’'s WeChat Xiaowanzi add customer into
code in the packages for future discounts different interest groups
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Xiaowanzi shares daily life
events in WeChat Moments



OFFLINE COMPLIMENTS ONLINE OMNI-CHANNEL

Online seeding drives traffic to offline and offline activity encourages online sharing

MAKE OFFLINE SHOPPING A SOCIAL EVENT

The five-floor flagship store in Chengdu downtown
demonstrates Perfect Diary's endeavour to engage
the millennials & GenZ beyond internet. The store’s
social media-friendly product display rooms,
trendy cafe, and VIP lounge were built around the
oreference of the young hearts.
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QR codes are available around the store and , )
customers have the option to scan products to
view more product information, as well as to

connect their membership profiles to their
shopping experience. At the checkout, cashiers
direct customers to add virtual IP’s to WeChat and
continue the engagement in private traffic.

RFOR RETR

QR codes in stores to assist with purchase and completes Perfect Diary’s Cafe
shoppers’ offline behaviour profile.



—~AN-ECONOMY

Stay where the hype is

BOOSTING SALES AND BRAND

Short and effective partnership with multiple up
and coming idols helped Perfect Diary to quickly
grab the attention of their hardcore fans. After
establishing its name among the target audience,
the brand switched its celebrity endorsement
strategy to working with more established
celebrities to elevate the brand status. Strong
examples are seen in Perfect Diary's recent
collaboration with Zhou Xun and Troye Sivan.

The brand utilizes the hype around up and coming idols from
talent competition shows that are popular among Millennials
and Gen/ to effectively convert sales. These idols usually
generate huge attraction on social media and have powerful
influence during and after their shows. Perfect Diary worked
closely with a few young idols as brand ambassadors,
changing them often. It created a collaboration lipstick with
Zhengting Zhu, wherein 50,000 lipsticks were instantly sold \BeE A g | i:ﬁim”ﬂxfﬁ
out after launch. To support the growth of this upcoming idol, e [
fans of Zhu even purchased the building light display on a

skyscraper in Shanghai exhibiting "Perfect Diary”

\

Zhou Xun & Troye Sivan



DTC BRAND PROFILE




02/ L1\
> fau..\' o

INTRO.




T Fomass

GROWTH PATH

SEEDING

Bl

s

Aug 2017 Apr 2018 Sep 2018 Jul 2019
With Chinese millennials & Gen/Z's growing national Florasis spent time to study its target audience’s Florasis focuses on live-streaming commerce because
oride and cultural confidence, governmental support interest and consolidated its brand image to match of the channels fast conversion ability. Florasis's
for domestic brand development, and e-commerce that. It has built a strong root and clear brand image unigue product design is also very attractive and
olatforms creating special sales events to promote before working with live-streaming KOL to reach its mMmemorable to help raise awareness.
domestic brands, Guochao (domestic fashion) has Mass audience.
taken over the fashion world in China since 2017/, 2019 Mar. - started to partner with Austin Li (top
201/ Mar. - estaplished the brand beauty live-streaming KOL) to promote its products.
Many new Chinese brands emerged during this period
and Florasis is one of them. 2017 Aug. - launched Tmall store and WeChat mini 2019 Sept. - partnered with designer for Hanfu
orogram, as well as Weilbo and WeChat account. (Chinese traditional costume) on New York Fashion
Week.
2018 Apr. - set up RED account and RED store.
2019 Nov. - One of the only two brands on Tmall top
2018 Sept. - set up Douyin account. 10 colour cosmetics brand list.
2020 Q1 - sales was increased by 644% YOY.
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Austin Li
recommended
Florasis in his live-
streaming show

CROWITH OF FLORASIS

Florasis announced Ju
Jingyi as spokesperson
- actress from a popular

costume drama

Florasis online GMV (RMB Million)

Signed Austin Li as
the chief promotion
ambassador

Partner with fashion
brand for Hanfu at New
York Fashion Week

Signed Du Juan
as spokesperson

Collaborated with Sword
Heroes’ Fate MMORPG Game

l




CONTENT THEMES/TYPES
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CONSIDERATION

Product focused content; images,
styling ...that allow audience to
‘see themselves’ with product.
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DIGITAL CHANNELS USAGE

Consideration

Bubble Size =
\Volume of focus
oer channel
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_ | FLORASIS GROWTH BRANDS

BRAND GROWTH TEMPLATE

Brand “Bravery”

Own Category/Culture New Media Mindset
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Advocacy & Trust Focused \/ 1-2-1 at Scale (CRM)

Virtualizing Experiences
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FRAMEWORK ©



DISTINCT BRAND PROFILE

Clearly defined brand image helps build a strong core audience group

CONSISTENT, REMARKABLE BRAND IMAGE

From the brand name to its logo, philosophy,
oroduct design, ingredients, e-commerce shops,
soclal media content, language, and even live-
streaming shows, Florasis has developed a very
unified and distinct look around oriental
aesthetics - inside and outside.

Beyond portrayal of the basic elements of Chinese
culture, Florasis truly explores the essence of the
neritage, acts as an ambassador of oriental beauty
history and education, and brings diversity by

tapping into the minority ethnicity groups in China.

The recent new product that collaborated with top live-
streaming KOL Austin Li, was in reference to the Miao Ethnic
Group - the silver-engraved packaging that draws inspiration
from the silver-making craftsmanshio. The launch received
over 69.6 million views on Weibo in just one week. Netizens
were praising the Florasis’s efforts in tributing to the minority
group and the craftsmanship.
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Florasis'’s live-streaming
session

The MIAO series




DEERP RELATIONSHIP WITH CORE GROUP  [OWNCATEGORY/CULTURE

Vertical segment adds depth to the brand

NICHE FOCUSED FIRST TO ESTABLISH IDENTITY

By deeply engaging with niche groups that are
focused on Chinese traditions, Florasis not only
ouilt a strong cultural connection with the interest
groups, but also strengthened its own position
and image in promoting Chinese traditional
beauty with a modern twist.

&

Chinese Gen/ is the main drive for the recent cultural
renaissance that encourages people to follow the ancient
Chinese traditions. The group is proud of and passionate in
oromoting the traditional Chinese clothing and cultural
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history. Florasis has regular interactive cultural classes on its

= \
social media, and often organizes online and offline events :
targeting these groups. The brand also selectively works only T . g S
with actors from costume dramas and KOLS in these niche VO , T —‘Ji*-‘i - ﬁ;‘_
circles, with the exception of Austin Li.
Florasis also works with the core interest group as a focus 20 €gq o T m
group for product inspiration and develooment, which in turn, '*{% - 111 )5] 30 ?g 2}9100?“%

‘ RENHE FHEMEREELEE |
was appreciated by the niche circles and strengthened the M / &S @11 Pt 2
relationship.
Florasis live-streaming session on Offline Hanfu Club event

remaking ancient Chinese make-up



DEDICATED KOL COLLABORATION ADVOCACY & TRUST

Two way partnership with KOL

FOLLOWING THE RIGHT FORMULA WITH MEDIA

Florasis's most effective KOL collaboration is the
long term partnership with Austin Li - from testing
water in 2018, to a regular live-streaming
oartnership in 2019, to signing Austin as the chief

oromotion ambassador. i 40
)M&ﬁ?ﬁﬁ*WQ AEETE

Austin's expertise in beauty products and his -, —— A i .

iNnfluence of a large beauty fan base helped . . R E‘*‘*"“"RRW T Cenumamin-an

1~.’:(~.‘-"‘~r«|_5.; S EBRT-
‘-‘5‘

~lorasis to break through from the niche circles
and reach a mass audience. Austin’s on-point
recommendation and repeated promotion
created a viral effect on the spreading of Florasis’s
hero products.

Austin also serves as a consultant to the product
development process with his abundant

experience in beauty products. As a result, e E - "==2s9:0w I I S ED - *
Florasis's sales grew by 2500% in 2019, @¥1§ﬁAustmE u

Austin Li’s Livestream Room




VIRTUALIZATION IN A FUN, CREATIVE WAY

Florasis partners with Qingyan and FacelU beauty
camera - two of the most popular photo editing
Apps among Gen/Z, to make their lipstick color
availapble for digital try on. With the beauty
camera’s highly targeted users, Florasis easily
reached a broader audience and engaged with
them in a playful way. With a link to Florasis’ Tmall
shop directly available from the app, it helps
attract new customers and speed up the
consideration phase. Users are able to also
generate pictures of themselves with the make up
look to share on social media.

The brand also collaborated with a legend online
game, making its eyeshadow and lipstick colours
available for players to customize their avatars,
organized an offline game cosplay event, and
launched a limited edition carving lipstick.

CONNECTING ONLINE TO OFFLINE

Technology enhanced brand & product experience

e

Sitny POMIOL MISHRLE
| MITTFIL RETES

Pt ) XEN e

Qingyan Camera - Beautify
with Florasis’ lipstick

Sword Heroes’ Fate Game
Collaborated Carving Lipstick
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Customizing game avatar’s look
with Florasis’ make-up




SERVICE AND RESPONSIVENESS AS BRANDING

Live steaming is nothing new, but to better assist
the customers and provide timely assistance,
Florasis used a virtual assistant in its live-
streaming room to provide detailed product
introduction.

An Al powered assistant also provides highly
oersonalized greetings and interactions in the
ivestream room, 24/7

VIRTUAL ASSISTANT

Enhanced customer service
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Florasis’s live-streaming room with audience of /7000 at 7am
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FENTY BEAUTY

Fenty Beauty was launched by Rihanna
in late 201/, with the aim to satisfy a
Multicultural customer base. The brand
became an instant hit, and aside from
Rihanna’s stardom, its mandate on
iINclusivity is the main powerhouse that
brought the brand to the next level.
Creating innovative products, driving
attention towards the underserved
market, and advocating for women
whose skin tones don'’t fall within the
conventional make-up offerings, their
unigue marketing strategy has stirred up
Much curiosity on social media and has
been supported by a large numlber of
VIiewers.

After observing the abundant interests
and demand on Chinese social media,
Fenty Beauty partnered with Tmall
global to officially enter into the Chinese
mMarket in September, 2019.




T FeNTY BEAUTY

GROWTH PATH

SEEDING

80|65

July 2019

O

Fenty Beauty decided to enter China's market two
years after its launch. Before that, there were arouna
30,000 reviews and demos of Fenty products on
RED, and many unofficial cross-border sellers.

N July 2019, Fenty teased the market with a video
featuring Wang Ju, an up-and-coming idol from a
talent show who is popular with her distinct
oersonality and unconventional beauty on brand's
official RED & Weibo accounts. The video was well
received and people's thoughts and comments were
mostly that, “the wait will be worth it”.

The eventual, ‘official’ launch in China was also
oreceded by the establishment of Chinese language
versions of the website, as well as tactical efforts with
Chinese influencers (many of whom live overseas).

@0

Sep 2019

Before officially launching the store on Tmall, Fenty
had a 20-day pre-sale to drive the hype and warm
up for the launch. It attracted 54k followers to the
store and reached RMB 800k in sales at its ‘official
launch date.

Sept. 2019 - Launched its shop on Tmall Global, its
exclusive channel for China's market.

Participated in Tmall Global Super Brand Day in the
same month.

To scale up its efforts in China, Fenty will need to:

(1 Develop a deeper understanding for and
connection to Chinese audiences/customers, and
(2)invest In more high-impact media, campaigns and
initiatives, and (3)add/introduce additional channels.

Fenty Beauty has a strong start in the market but
needs to remain agile and in-touch with the trends,
tastes, and interests of local customers. This depth of
understanding is prerequisite to increased investment.

Intensity is also critical. The success of many/most
DTC (digital native, digital-only) brands is largely
about the ability to connect, engage and respond
quickly to customers. To achieve the level of intensity
needed to grow further, the brand will have to increase
Its local teams and local presence (eg. shops,
collaborations, customer experiences).



CONTENT THEMES/TYPES
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BRAND CONSIDERATION

Emotional, interest-based Product focused content; images,
content which drives reach/ styling ...that allow audience to
awareness. ‘see themselves’ with product.



T FeNTY BEAUTY

DIGITAL CHANNELS USAGE
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Consideration

Bubble Size =
\Volume of focus
oer channel



| FENTYBEAUTY GROWTH BRANDS

BRAND GROWTH TEMPLATE

Brand “Bravery”

Own Category/Culture New Media Mindset
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CONFIRMING INTERESTS

GROWING CHINA FROM OUTSIDE, IN

Going back to its launch, Fenty worked with a strong
roster of influencers to ‘seed’ interest iNnto key
Markets both globally and in the US. Fenty
concentrated its promotions around building
excitement for its "hero product,” creating
momentum for beauty/make-up communities
globally (and Iin China).

Paid and organic influencer posts on Douyin (Tik Tok)
and RED received tens of thousands of views/likes
orior to Fenty’s launch in China. The brand was able
to stimulate interest and (UGC) by working with
iNfluencers and creators from overseas first, and later
on, more directly and domestically, in China.

Prior to planning a launch, the brand was able to observe a very
high volume of purchases on its global website from Chinese
(who, in turn were reselling the brand into China). By the time they
officially launched into China, there was a very high level of
excitement for the brand. AND Fenty had a wealth of customer
INSIghts and feedback to use in planning the more costly next
steps.

Seeding Interest on Social Media
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2018 Douyin UGC content 2018-2019 Comments on Douyin, RED saying, “Can you help to buy?”,
Received 72k likes “How to buy it?” “Want it!”, “So cute”, etc.




WIN THE HEARTS WITH SINCERITY

Making a good first impression

BE ACCESSIBLE TO A CHINESE AUDIENCE

FEUWUTY BEAUTY Q

BY RIHANNA

&2 XERM

o1 Fido ¥ 4:10 PM @ @ 83% %)

't's remarkable how many global brands, with
aspirations to enter Ching, don't get the pasics right
first. Localizing and providing resources in Chinese
and for Chinese customers can and should happen
before the more costly investments (such as setting
Jp Tmall WeChat) take place.

=& A= K BHEEF RIHANNA 2 4 gg;“"”e‘ 4 Fenty Beauty

Having a Chinese language website (or simply a tab
N Chinese), together with tracking of engagement
and sales is a good start - and a good way to learn
about your Chinese buyers.

Featuring Chinese customers using/wearing your
oroducts dramatically improves consideration - and
signals to Chinese that they are a respected
customer group.

Fenty Beauty has Chinese website hosted in China. The brand also
features links to its Chinese social media on its global website.
Fenty also features Chinese (Asian) faces/influencers on global
soclal media channels.

Fenty Beauty’s Chinese Language Website Chinese/Asian faces
featured in Tiktok (2018)



RESONATE WITH THE AUDIENCE BRAND BRAVERY

LOCALIZATION SIGNALS COMMITMENT

Striking the right balance between a global image
and building a local identity is critical.

Fenty kicked off its first campaign video on Welibo,
featuring an up and coming celebrity from the hit
talent show - "Producer 101", Wang Ju, a.k.a. the
Chinese Beyonce, is known to challenge the
traditional beauty standard in China.

Her dark-toned skin colour, slightly full-figured body

shape and killer confidence made her stand out from
ner peers In the show and gained a cult following on
soclal media with younger generations who find her

real and relatable.

Once the news of Fenty Beauty's China launch was
announced, the partnership with Wang Ju instantly
became a hot topic on Weibo. Many people agreed
Wang Is the perfect match to the brand's mandate of
‘Beauty for all”. The campaign naturally translated
and re-enforced Fenty’'s message on diversity in
beauty to the local market.

Brand image, credibility and commitment are essential

Wang Ju is the celebrity ambassador for Fenty in China.



COLLABORATIONS TO LOCALIZE

Its not enough to have a global reputation, staying relevant in China tough

BRANDS MUST HUSTLE TO BUILD MOMENTUM

Once a brand has a solid footing in China (after
launch of key channels: WeChat, Tmall, etc.), the
next step in growth is about becoming more
locally relevant and scaling attention across new
channels and with new audience groups.

INn 2020, after the brand was established, Fenty
collaborated with the popular Chinese tea shop
HEYTEA (a top spot among Millennials and Gen/)
with a limited edition, co-branded make-up bag.

The collaboration was promoted by both HEYTEA
and Fenty - through social accounts, offline and
through associated campaigns. In this
arrangement, Fenty taps into the large, loyal
audience of HEYTEA (while HEYTEA gets the
benefit of buzz from a novel collaboration) - both
brands yielded a spike in awareness and followers.

Fenty & Heytea Collaboration packaging

NEW MEDIA MINDSET



VIRTUAL INFLUENCER NEW MEDIA MINDSET

Keep brand experience fresh by experimenting with new media

KEEPING GENZ ENGAGED AND ENTERTAINED

Fenty worked with Qeelia - a virtual influencer on
Weibo with 440k followers for a Chinese New
Year's lucky look. It echoed the brand’s “beauty for
all” mandate, and attracted the Gen/'s attention,
Many Qeelia’s fans were commenting they were

iNnspired by the look.
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Qeelia’s make-up look created with Fenty product



SUMMARY OF INSIGHTS

Being able to retain customers and encourage repeat purchase is perhaps more challenging than
raising the awareness. Perfect Diary’s use of social CRM has demonstrated how effective
Mmanagement of private traffic could improve engagement and retention for digital native brands.

RED, Bilibili, and other new media are highly effective in building deep connection with niche
vertical audience groups, which in turn, strengthens a brand’s image.

. Utilizing social-commerce and live-streaming commerce could speed up the conversion and push
sales, but having a clearly defined brand image and distinct product is unguestionably the most
influential route for social selling.

. The “Guochao” trend in Chinese young consumers Is strong and has the ability to authentically
capture the cultural essence that resonates with a group - an element which is crucial in driving
favourable impression. This could be tricky for brands if the details are not understood correctly.

. Virtualizing the experience is important for DNV C brands to convince their customers. Brands
should leverage their strength in both digital & technology to make it fun and engaging/sharable.
In the long run, connecting O20 is essential to achieving exponential growth.
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ABOUT TOTEM'S RESEARCH

SELL-0OUT ANALYSIS Q
Financial/Calendar Year Select Year MoM/QoQ B R N D G R OW T H
202,761 £8,566,343 £7.704,084 (€90,001) I: R A M E WO R K
QUANTITY SOLD RRP (excl. VAT) INVOICED AMOUNT (incl. VAT) RETURNS AMOUNT (incl. VAT)

ADORE ME
CPgats Key Products: Lingerie, Swimwear and Active A 7,532 1,827 (€1,412,61) | -1368% €517,755 €7187,250 (€6,300) (€83,701)
\l N 'l\l o \ " < — : #7 45 EANs ARTICLES DISCOUNTS VAT INVOICED AMOUNT (excl. VAT) RETURNS VAT AMOUNT RETURNS AMOUNT (excl. VAT)
‘-jmhbn“'ﬁp.m i Select Key Financial Measure Excl / Incl VAT . . . . .
Quantit: y Excl. VAT
o What characteristics/strategies do winning

T brands utilize? What is the best pathway
AIRTHINGS 02N 15499

@ v e — | S | e e for transformation/acceleration?

AIRTHING #876 .
| — Totem has applied a detailed analytical

ALIVECOR _ — approach to answering these gquestions.
a Key Froducts: Cardiclogy apps, EXG A DISTRIBUTORS
4 I M _‘ 7—""'—' ":'c\: | #31 2 SISIRIBUTORS ZOUNTRIES

Count of Stores

We have looked at these gquestions from
the vantage point of two cohorts: (1) DTC

(DNVB) brands and (2) mass/traditional
orands who lead in key categories.
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Totem's Brand Growth Framework
s e v s Sy Py represents the analysis of data from both

AAllswell. 00500 _45 . . 5‘891 uanti ren N
#756 pe—— S B - P cohorts, acknowledging that each cohort
o —-— RRP (E;cl VAT) .
o e has advantages/weaknesses in key areas.
<10k I O o
: 1;£n+5¢ ‘ €278,293 I I
& AMERICAN GIANT X ___ ! e | II"""""'II
Key Products: Casual clothing o -

5 www.talktototem.com/dtc-insights

Jotem's Global Database of 1000+ DTC brands Data/insights on Transformation of Mass Brands
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GROWTH BRANDS

Brand ‘“Bravery”
Own Category/Culture /\ New Media Mindset

Distinctiveness

Pervasiveness/Penetration

Bottom-Up PRODUCT Top-Down
DIGITAL MEDIA SUPERIORITY MASS MEDIA
(CAC Focused) ABOVE ALL (CPM Focused)

Social Media Engagement Omni-Channel

Advocacy & Trust Focused \/ 1-2-1 at Scale (CRM)

Virtualizing Experiences

TOTEM

TOTEM BRAND GROWTH
FRAMEWORK ©



Own Category/Culture

Brand has moved beyond category distinctiveness to
creating/defining a (new) category. Does the brand own’
a space/domain, act as the only choice to get a job-done,
viewed as hallmark of a culture (tribe)?

Brand is notable from others in cateqory - ‘remarkable”
N view of audiences. Distinctiveness in cateqory:
product features,/design, brand identity, audience niche
- or combination of those attributes.

Brand creates content which is engagement
focused (drives ‘consideration”). Social media team Is
highly responsive and conversational - they are
speed. authenticity, reciprocity driven.

Advocacy & Trust Focused

Deep connections with customers (product, service quality,
attention to detail) usually indicated by high engagement
through all touch points. Brand has high % of staff dedicated
to customer service Generous returns/refunds (and
customer delight) routines.

GROWTH BRANDS

Brand “Bravery” |
Brandss that are brave’ venture big gains, with bold,

compelling creative content (camypaigns, brand
collabs, stunts, endorsements). Risks of ‘high reward’
actions are mitigated when brands have loyal
audiences.

-

S—

Virtualizing Experiences

Has created digital experience (online), which mirror
(if not improve upon) the offline experiences of the
brand (eg. AR/VR, live video customer service/sales/
education, haptic experiences).

New Media Mindset

Brand has a share of media investment dedicated to
new, experimental early-stage social/apps (TikTok,
SnapChat), Gaming Co-ops , and other yet-to-be-
proven media (eg. AR/VR).

Brand that has very large scale in terms of media
reach, penetration (usually as a result of large media
budgets and use of traditional mass media), allowing
it to have presence with audiences at scale

Company has full array of sales and communications
channels (online & offline). It's widely accessible for
purchase anytime anywhere. Has systems in place to
support purchases between channels.

1-2-1 at Scale (CRM)

Systems in place (offline-online) to communicate with
individual audiences (and segments) - at scale (eg. Bots,
Customer Al Messaging Systems and Customer Service,
Subscriptions). Uses customer insights to tailor
communications and personalize responses.
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