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Key takeaways

Chinese millennials’ shopping journey

Pre-shopping

Shopping

Post-shopping

*  Celebrities and KOLs serve as important
sources of inspiration

*  Red (Xiao Hong Shu /N4 %) is
frequently mentioned by millennials,
especially those in Shanghai. This app is
a one-stop platform to receive new
information and review others’
comments; it also directs shoppers to
relevant shopping websites.

*  Window display and decoration of
physical stores are getting higher
importance these days.
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Trying-on is a critical factor: Millennials will
create their own style after getting inspirations
from different sources, yet the buying decision
will largely depend on whether the clothes look
good on them, and also the price ..

Shopping at physical stores is unexpectedly
more common. Millennials do enjoy wandering
around with their friends; and they enjoy being
served in the physical stores too.

Price will affect whether they will buy on the
spot or online. Some of them do enjoy the
satisfaction feeling of buying on the spot.
However, many of them are price-conscious and
will check whether there’s any discount offered
online before making the buying decision.

Millennials will buy basic and simple items or
branded goods online. They prefer to buy on
Tmall flagship stores.

.

Stronger demand for after-sales
services for online purchase: After-
sales services for online purchase are
usually required when customers get
something which is different from their
expectation, and they would like to
exchange for another item or get a
refund. By contrast, demand for after-
sales services might not be as strong
for purchases made at physical stores
because respondents can try on before
buying.
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Key takeaways (Cont’d)

Younger millennials like athleisure style of clothing. They look for clothes that can show their personality and give them a sense of satisfaction and
relaxation.

Mature millennials like comfy and stylish causal wear. Meanwhile, since most of them are white-collar employees, they also look for good gquality
smart casual clothes.

Brand perception

Brands that the respondents like are very diverse; many of them like niche brands that can reflect their individual personality.

In general, I.T, ZARA, Nike and Adidas are well-liked by Chinese millennials; and foreign brands are preferred because of their stylish, trendy and
fashionable design.

Winning attributes include: trendy and fashionable, value for money, high product variety and great customer experience

Demand for retail technologies

Overall speaking, millennials think the adoption of in-store retail technologies will contribute to building a better brand image; yet sales associates
are still essential in creating a good in-store shopping experience.




Key takeaways (Cont’d)

Younger millennials vs. mature millennials
| | owermiemasledins | Mawemilemab ez |

Self-identity

Shopping behavior and attitude

Who are they?

What kind of clothes are
they looking for?

Will they prefer shopping
online or at physical stores?

What triggers them to buy?

What's their point of view on
tech elements in-store?

Which apparel brands do
they prefer?

How do they get themselves
up-to-date with fashion
trends?

Are they satisfied with the
current loyalty programs?

Students, and fresh graduates who have just started
waorking for a couple of years

Mainly white-collar working class, some are married with kids

Casual wear or athleisure style of clothing which show
their personality and give them a sense of satisfaction and
unigueness

Comfy and stylish causal wear for non-work time, good quality
smart casual clothes for working days

Mix of online and offline shopping; offline is still one of the
options because trying-on is a critical factor affecting their
buying decision.

Mix of online and offline shopping; millennials that have kids are
more inclined to shop online as this fits in their hectic daily
routines

Offline purchase:

Touch and feel the fabric

Trying-on

Online _purchase:

Deep discounts; much lower price than in physical stores

“Nice-to-have” elements; brands and retailers that adopt advance technologies in-store give them a young, professional, trendy,
creative and caring image

For apparel shopping, sales associates are more important than technology in contributing to a good in-store shopping
experience

LT, Nike, Adidas, :CHOCOLATE, BOY LONDON, C&A, GXG,
GU, MUJI, Uniglo

WeChat is the key channel to receive latest fashion information from KOLs and celebrities

ZARA, H&M, Nike, Adidas, E-Land, Lily

Not really satisfied
Most of the loyalty programs offered by apparel brands are not attractive — no big discount



In this report...

' Research background, objectives and methodologies

' Key findings from focus groups
' Perception towards apparel
' Chinese millennials’ shopping journey

— Pre-shopping

— During shopping
— Post-shopping

- Brand Perception
' Technology-related concept testing
' Ideal apparel shopping journey

' Next steps




Research background, objectives and methodologies
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Background and Objectives

* Fung Business Intelligence has conducted a consumer research project on Chinese middle class millennials’ apparel
shopping journey. We aim to explore Chinese middle class millennials’ (aged 18-35) pre-shopping, shopping and post-
shopping experience, and their expectation from brands at different stages of their shopping journey — including
brands’ digital interaction, retail technologies as well as sales and customer service offerings. We also identify the key

brand attributes important to millennials, and the performance gaps of apparel brands.

I [

Chinese millennials have become “super
consumers” — one of the most promising consumer
groups and targets of many brands.

*  Through qualitative focus group discussions in
Shanghai and Wuhan and a quantitative survey
covering five tier-1 and tier-2 cities in China.

Their upbringing, values, attitudes and lifestyles will
have a significant impact on their expectation
towards brands in their shopping journey.



Focus group research methodologies

* Inlate August and early September 2017, Fung Business Intelligence conducted a focus group study to explore Chinese
middle class millennials’ apparel shopping journey and identify the key brand attributes important to them, as well as
their views towards the retail technologies. This report summarizes the major findings of the focus groups.

*  Four focus group discussions were conducted in Shanghai and Wuhan; two groups per city (one younger group with
respondents aged 18-25, and one older group with respondents aged 26-35). There were six respondents for each focus
group.

Screening criteria for our focus group respondents

Aged 18 — 35

Mixed male and female (ratio: 2:4)

Spend at least 1,000 yuan (Shanghai) and 800 yuan
(Wuhan) on apparel per month

Purchase apparel at least once per month

Middle to high monthly household income in their city
(Shanghai: 15,000 yuan; Wuhan: 10,000 yuan)

Willing to spend on apparel and accessories

Decision maker of apparel

lleloy pue uoinquisiq BIsy
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In this report...

' Key findings from focus groups
' Perception towards apparel




Chinese millennials’ perception towards apparel

* Most respondents stated that apparel is their good

companion, and is part of their daily life.

* Stylish clothing can improve their appearance, e.g. taller

and slimmer.

* The clothes they choose can represent their personality,

personal taste and status.

« Different clothing styles for different occasions, e.g.
business casual attire for work, more casual and sporty
outfit when not working. Overall speaking, they prefer
athleisure (iz=Z{A[H) and simplistic (fa7%4) styles.

‘ Clothes are very important to me, it’s
part of my daily life ... | really hope
that the others can see that I'm

fashionable and trendy, and I dare to
be different from what | wear.

Clothes are just like my boyfri
which can give me a sense of security.
| will become more confident and

contented if | put on a good-looking
item.

@ lleloy pue uonNquisiq BIsy
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Chinese millennials’ dressing style

* Younger millennials like casual wear or sportswear the most, i.e. athleisure style of clothing. They look for clothes that can
show their personality and give them a sense of satisfaction and relaxation.

= Mature millennials like comfy and stylish causal wear. Meanwhile, since most of them are white-collar employees, they
also look for good quality smart casual clothes.

Younger Group (18-25 y.0.) Mature Group (26-35 y.0.)

Hollister, A&F, ZARA, Vans Casual/athleisure style Comfortable I.T, Uniglo, ZARA
Casual/athleisure style Relax, free, young, little sexy  Nike, Adidas, Converse, New RItE Dosticomrorabie

Balance Smart casual i E-Land

good quality
Formal/OL Suit, skirt ZARA, GXG, K-Boxing " m—
Fofinal Business activities, Zegna, GXG
Sweet style/ Gentle Lady Lovely, soft, elegant Qchirly customized i
AR Free Levis, Adidas Originals Simplistic ngh it G
style agile
Street style Am.e"ca" Sl EaE) il H&M, C&A
excitement,

AAPE, Adidas
Hip hop Trendy, with hoodie Originals, :CHOCOLATE, Boy

London



' Key findings from focus groups
' Chinese millennials’ shopping journey
— Pre-shopping

— During shopping
— Post-shopping
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Chinese millennials’ apparel shopping journey —

Overview

Pre-shopping

= Regularly look for inspiration on

especially Weibo and WeChat, in
addition to the traditional media
channels such as fashion magazines.

important source of inspiration for
styling.

apparel style, fashion trends, mix-and-
match tips, etc. from social media

\,

Shopping

ONLINE - Usually planned purchase

Will shop at:

* Brands’ flagship stores on Tmall for
standardized items

* Taobao-for basic items

* “Daigou” —for items not available in

[—
China J
\

* Celebrities and KOLs serve asan  "SSmmmy OFFLINE - Usually impulse purchase

Visit stores with attractive window display
design or branded shops at shopping malls
Trying-on is a critical factor to determine
whether the item looks good on them; and
also enjoy being served by the store staff
Shop with friends in a relaxing mood /

Post - shopping

Pay attention to a shortlist of favorite
brands (both online and offline; adjust
the brand list based on their
experience.

Post their feedback online for sharing;
and this will become a source of
inspiration for others. )




Pre-shopping

Chinese millennials’ shopping journey

Q lleloy pue uonNquisiq BIsy
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Celebrities and Internet KOLs serve as an important
source of inspiration for styling

* All respondents perceived celebrities and Internet KOLs (“Wang Hong” [ £T) as trendsetters. They like to follow their Weibo

and WeChat public account to keep themselves up-to-date with the latest trends, as well as entertainment news.

P Search street look in Taobao of celebrities
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Celebrities often post their
“street look” and “airport
look” on their Weibo
account. Bloggers also like
to post the brands that
celebrities wear. | will not
buy the same items that the
celebrities wear and use.
Instead, | will search for the
brand and see if there are
any similar items that |

like ... clothes of the same
brands usually have similar
style.

P One of the Weibo Post from a KOL
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A lot of Internet KOLs have
their own brands, mainly
apparel brands; some of
them have even launched
their own cosmetics and
skincare products . The KOLs
will publish styling posts on
Weibo and recommend
relevant products of their

own brands to followers.
Hot items are usually sold
within seconds.



Celebrities and Internet KOLs serve as an important
source of inspiration for styling (Cont’d)

Celebrities

Many respondents said they will become outdated if they don’t follow the trends led
street look” from

r ot

by celebrities. Specifically, they will look out for celebrities
entertainment news or search in Taobao.

However, many of them stated that they will not copy what the celebrities wear;

instead, they will be inspired by the style of the celebrities and create their own style.

Some said that the clothes worn by celebrities are too expensive and often not

suitable for their body shape or temperament.

Actress Yang Mi (#7+%) was cited most by the respondents as a trendsetter; many
said she carries items that can be worn in daily life. Other well-liked celebrities
include Wu Yifan (575 L) and Lu Han (FElZ).

What Yang Mi wears will
usually become fashionable;
those are usually not very
formal items but well-liked by
everyone,

6 lleloy pue uonNquisiq BIsy
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Celebrities and Internet KOLs serve as an important
source of inspiration for styling (Cont’d)

probably buy
products from big brands; since many of them may have their own
store (selling similar styles of clothes), they are likely to
recommend (their) products to followers. The prices of these

Internet KOLs

Most respondents said they like to follow the Weibo or WeChat
account of Internet KOLs as they can understand the latest fashion
trend better because the Internet KOLs will share their styling tips
and also their views on the style of celebrities. They will also

recommend similar items that are more affordable for millennials.

They prefer to buy the items recommended by Internet KOLs,

which are usually good-looking and affordable.

That said, some respondents reflected that the stance of Internet
KOLs may not be neutral because some of them do have their own
online shops— they may make their recommendations based on

what is available in their shop instead of the truly trendy items.




Other sources of inspiration

Fashion-related WeChat and Weibo accounts

* Some respondents said they have followed WeChat and Weibo accounts that
regularly provide fashion tips and styling information.

Window display of physical stores

* Window display that shows latest collection and stylish design, eye-catching sales
sign, and interior design with a theme is very important, especially for those not
very well-known brands

Red (Xiao Hong Shu /N2T %)

* The app was mentioned by many respondents in Shanghai. It serves as a one-stop
platform for millennials in the pre-shopping stage of their shopping journey.

* It contains vast amount of information and recommendations covering different
categories, such as apparel, cosmetics, and travel, etc.

* It makes purchase easier— recommendation of Taobao shops selling the items
* |tisreal — users’ experience sharing and feedback are available

Brands’ flagship stores on Tmall
* To check out the latest items and also price information (main purpose)

*  Will consider buying via flagship store if discount is available

| love Weibo, it is like my diary and | will

write my diary too... In Weibo, | like to
follow Internet KOLs and also
entertainment news. | also search for hot

gossip news.

@ UM

s S IR — T HENEE, BN

» Weibo Fashion
Account

| AEFEEER
LT

@ neos B L]

P Red (/4T 5)

@ lleloy pue uonNquisiq BIsy
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Other sources of inspiration (Cont’d)

TV drama

» Some respondents citied TV dramas (e.g. “Ode to Joy” ¥4 4i) as major source of
styling inspiration.

Chit-chatting with friends

+ Still consider as one of the main ways to exchange information, especially when
shopping with peers. They will look for friends’ opinions and advice when they shop
together.

Fashion/trendy magazines

* Some respondents said they like to read fashion magazines; female respondents
cited Ruili (57i[J[i), while male respondents cited FHM (58 A 2%).

Ads at subway stations:

* Some respondents said they may take a look at advertisements at subway stations.

The clothes worn by both
male and female celebrities
in local TV drama, e.g. the
popular “Ode to Joy” are
appealing to me ... They give
me some clothing styling tips.
I also like the celebrity style

in some Korean drama. |
think Korean celebrities,
especially male celebrities
dress in a trendy and
fashionable manner. | will
pay attention to them.




During shopping

Chinese millennials’ shopping journey

6 lleloy pue uonNquisiq BIsy



@ JONIDITIILNI SSANISNE ONNL EH

Offline channel is the preferred shopping channel

All respondents said that they buy from both offline and online channels, but they prefer to shop in

physical stores.

Offline purchase Online purchase

Can see the color, touch the fabric directly
Can try on and purchase on the spot
Can pick up the clothes immediately

No need to worry about fake products, especially for
luxury brands

Enjoy the in-store service and experience, e.g. free
drinks, sofa, etc.

Enjoy the sense of satisfaction and achievement when
shopping in-store

Items they buy mostly in physical stores: winter clothes
such as jackets, and clothes for important occasions.

Time-saving (especially for working people)
Convenient (return and exchange policy)

Various brands and full range of products, size, color,
design, etc.

Frequent promotions especially during shopping festivals
(e.g. 11.11 Shopping Festival)

Ease the pressure from sales associate; no hard sell from
retailers

Enjoy the pleasure of unpacking the parcels (feel like
opening gifts)




Some popular shopping channels mentioned by the

respondents...

Offline purchase Online purchase

*  Shopping malls (e.g. Wanda Plaza, Raffles City)

¢ Department stores (e.g. New World department store,
AEON, Grand Ocean)

* Brands’ own shops (e.g. ZARA, H&M, IT)

* Factory outlets

L]

.

=M

Y S

Brands’ flagship stores on Tmall (e.g. ZARA, IT, Nike)
Online shop on Taobao platform

“Daigou” (purchase agent on Taobao and WeChat)

@ lleloy pue uoinquisiq BIsy
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Trying-on is a critical factor in their decision making
process

Trying-on the clothes before buying is important.
. What look good on celebrities/models may not look good on them
. Touch and feel of the fabric texture, especially for winter clothes
. Solicit comments from friends

. Enjoy the services from the sales associates

After trying-on, if they like the style and design, they may either buy it
immediately at the shop or online, depending on whether discountis
offered in online shop.

If trying-on is not available, most respondents said they will only buy basic
items such as T-shirt, shirts, underwear online to avoid any risks of buying
wrong items or clothes that do not fit. They will browse comments from
buyers, especially comments with pictures (so-called “buyers show” (3L5¢
75 ) ) or from experienced buyers, e.g. Taobao diamond buyers as
reference.

‘ I e

I think trying-on is necessary, especially when |
visit physical stores. | sometimes buy wrong
items online ... the real products looked so
different from the ones | saw in the website.




Impulse purchase is the norm

* Many respondents, especially female, find it easier to buy the

items they want when shopping without purpose.

* They will go into any stores that look attractive to them, especially ‘ ‘

store that offer:

* Seasonal sale/ promotions

* Great window display that shows the latest collection and stylish design
* Eye-catching sales sign

* Interior design with a theme or special lighting

| like to shop impulsively. 90% of the clothes [
bought were made subconsciously... If | see the
clothes that | like, | will definitely try on it. If I like

it and the price is acceptable, | will buy it. |
seldom buy clothes on purpose.

The size and lighting of the store, as well as the
attractiveness of the clothes displayed on the
mannequins are all important factors. If they are
attractive to my eyeballs, | will go into the store
to have a look

When | see new arrival clothes with stylish
design, clothes on sale or clothes that are
suitable for me, | will have the impulse to
purchase.

6 lleloy pue uonNquisiq BIsy
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Sales associates make a difference for in-store shopping
experience; while timely service is critical for online
purchase

Offline shopping — provide semi-self-service Online shopping — provide more timely service

Many respondents believe that in-store sales associates will
definitely help create a desirable shopping experience:

They need a helper but not a salesperson.

* Over-enthusiastic selling and recommendations will give
them pressure, or even spoil their mood of shopping.

« Customers want to feel at ease while doing shopping. They
expect sales associates to be there when needed; but not
following them all along.

Sales associates need to be warm, friendly and
customer-focused. They need to be attentive and
responsive to customers’ needs, e.g. to find out relevant
sizes for customers almost immediately after the
customers raise their requests.

All respondents expect timely services from e-tailers:

L]

They expect quick responses whenever they have
queries, such as checking sizes or colors, and status of
delivery, etc.

Many respondents are quite satisfied with the current
return and exchange policy, but it would be better if the
delivery time can be shortened, especially for goods with
advance payment.




Post-shopping

Chinese millennials’ shopping journey

@ lleloy pue uonNquisiq BIsy
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After-sales services are particularly important for

online purchase

*  Compared to online purchase, demand for after-sales services might not be as strong for purchases made at physical
stores because respondents can try on before buying. After-sales services for online purchase are usually required when
they get something which is different from their expectation, and they would like to exchange for another item or get a

refund.

Offline purchase Online purchase

* After-sales services most sought-after include:
« Exchange or refund if there are quality issues
* Hemming pants to correct length

* Apparel brands that provide good after-sales services
include ZARA, Uniglo and GU

» Attitude of sales associate is also very important

*  Some practical information are expected from sales
associates e.g. the proper way to wash overcoat

After-sales services for online purchases are mostly
related to product exchange and refund due to wrong
size, quality and style problems

Free delivery for returning the items is expected

Fast exchange and refund service is expected; poor
service will stop them from visiting the store again




) 3
Current loyalty programs are not very attractive Ner®

* Many respondents commented that most loyalty programs offer 5% discount at most, which is not
attractive to them.

* Most of them have joined the membership of some apparel brands; however, it won’t motivate
them to re-visit the brand’s store more often.

* In general, respondents’ expectation towards loyalty program include:
« Deep discount

1
/ i \ * Points redemption system: Can accumulate points after each purchase and use those points to redeem gifts or

/ \
4 . deduct cost for next purchase
. . . + (Offer some practical services like washing thick coats in winter, etc.

MMM * At present, e-card is the norm. However, in Wuhan, some respondents mentioned that many
brands still use membership card instead of e-card.

* Many respondents expect more interaction hetween brands and their members, such as sharing
latest fashion trends and new arrivals on WeChat.

“c_,\-\\?
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' Key findings from focus groups

- Brand Perception



Most preferred brands

foreign products.

Most respondents prefer foreign brands to local brands. They love the stylish, trendy and fashionable design of

Brands in the following four categories are most favored by the respondents; these brands can reflect their

lifestyles — trendy and health-conscious, mobile and technology-savvy.

(g

Electronic Products

¥ Samsung: Fashionable
design
¥ Sony: Delicate design
¥ Apple: Creative and
novel, high-tech
v Huawei: Exquisite
design

=2

Fitness and Travel

v Tongcheng Travel:
onal
a: Good after-
sales services, high

satisfaction

v Will’s: value for money,
many stores
v Physical: Professional

¥ Tom Ford: Simple and
generous, good guality
v'YSL: Trendy and diligent
v Lancéme: France,
romantic
v'Estee lauder: High-end,
’0 professional

Automobile

v'Porsche: High-end
¥ Tesla: Trendy, tech
v Ferrari: Leading positio

v'Honda: Fashionable,
good looking style

Q lleloy pue uonNquisiq BIsy
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In the apparel sector, ZARA, I.T., Nike and Adidas are the
favorite brands for Chinese millennials

* Brands that the respondents like are very diverse; many of them like niche brands that can reflect their individual personality.

= Overall speaking, fashion brands I.T. and ZARA, and sportswear brands Nike, Adidas are the brands favored by the respondents. Major
appealing attributes of these brands include: trendy and fashionable, value for money, high product variety and great customer

experience.

trendy, stylish and
avant-garde, suitable for young
people. It provides a large variety of
products under one roof.

* Trendy & stylish (358:77),
avant-garde (ji7 1!), novel styles

= Suitable for young people

* Provides a large variety of
apparel brands under one roof

Y

ZARA —

Popular

Spanish brand

Value for money

Covers a wide variety of items
for different occasions; good for
leisure or work

Suitable for a large age range
Trendy (Wuhan respondents);
but Shanghairespondents
thought it has become less
fashionable nowadays

\“

Professional sports brand

Young and fashionable

(1 187 B, AETEFT THIAIN)

Durable/ good quality

Frequent product refreshment cycle
Good in-store experience (staff are
responsive)

Nike is a professional sports brand
is young and fashionable. The brand has
frequent product refreshment cycle and

its products are of good quality and are
durable. Staff are responsive, providing
me with good

&

(

|
adidas \
Young and fashionable
Good design and craftsmanship
Innovative: Cross-over with
different brands
Spokespersons chosen are
hipsters and influential e.g.
Angelababy
Apparel items can easily be
mixed and matched
Suitable for different occasions
A brand with elements of sports,
casual and fashion
“A brand for people like me”




' Key findings from focus groups

' Technology-related concept testing
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Technology-related concept testing — background

Recently, the apparel sector has become more technology-
driven, e.g. Suning opened its first unmanned store
equipped with RFID and Al-powered facial recognition
systems in Nanjing; and Adidas launched “Knit for you”, a
made-to-order pop-up store using augmented reality (AR)
technology in Berlin in March, etc.

e

Adidas opened a pop-up shop in Berlin
earlier this year (currently closed) which
offers made-to-order sweaters based on
the results of a body scan and AR
pattern creation undertaken within the
shop. (http://adidasknitforyou.com/ )

Suning opened its first unmanned store "Suning
Sports BIU" in Nanjing in August this year. The
store mainly sells sportswear and sporting
goods and is equipped with RFID and Al-
powered facial recognition systems. In the first
month of operation, nearly half of its customers
were post-90s generation (48.8%); male
customers accounted for 42.7% and female
customers 57.3%. The facial scan would take no
more than 15 seconds to complete the process

under normal circumstances. J

To see whether millennials are ready for all these
technological innovation, we presented four technology
concepts adopted by apparel brands and retailers in China
and other countries. These concepts are:

Concept 1: 3D Concept 2: Guided
body scanning shopping experience
with AR with virtual reality
technology

Concept 3:

Shopping at

unmanned
store

Concept 4:
Virtual mirror
for trying-on




Overall speaking, millennials think in-store technological elements
will contribute to building a better brand image; yet sales associates
are still essential in creating a good in-store shopping experience
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Concept 1: 3D body scanning with AR Concept 2: Guided shopping experience Concept 3: Shopping at unmanned store  Concept 4: Virtual mirror for trying-on
technology with Virtual Reality (VR) technology

Overall perception of the four concepts:

*  Respondents did not have strong reactions (either positive or negative) towards the concepts. That said, they expressed
that brands and retailers that adopt advance technology in-store give them a young, professional, trendy, creative and
caring image; and this is more relevant to sportswear brands.

*  Some respondents commented that sales associates are more important than technology in contributing to a good in-store
shopping experience when shopping for clothes. In-store technological elements can enrich the overall shopping
experience to a certain extent and they are particularly useful for checking size and color availability, providing styling
recommendation and settling payment.

@ lleloy pue uonNqguUisiq eIsy
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Concept 1: 3D body scanning with AR technology
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Respondents like this made-to-order service because

the clothing items are uniquely designed for them, and
totally fit into their individuality mindset.

Likes:

v Body scan helps design and manufacture the clothing items which is
100% fit to any body shape

v’ Respondents can get an item which truly belongs to them; this helps
enhance their brand loyalty

Dislikes/ Concerns:

x Suitable only for producing basic items such as T-shirt with simple
patterns

x Selling price of the item that uses 3D body scanning service would be
much higher

x Long queues, especially when the service is first launched

x Fewer number of sales associates because customers can do the body
scan themselves

To fine-tune the concept:

« Allow some minor adjustments on design, or size of the items
* Provide delivery service
Suitable for:

* Brands: trendy brands, sportswear brands, fast fashion brands that
provide simplistic clothing

* Customers: Designers, younger millennials




Concept 2: Guided shopping experience with virtual reality (VR)
technology

BAHFPIRESIGEIIEGY! 7 Likes:

Qb@ v The virtual experience makes shopping more fun and enjoyable
g thg

Dislikes/ Concerns:

Ria 2wzm
15 x VRis only a gimmick; customers may only try it once

x Can only do the shopping alone, without any companion

x Similar to online shopping, consumers cannot touch and feel the products
before buying; and product authenticity is still a concern

x Wearing VR glasses for a long time would bring fatigue feeling

4. WMESREFEYERE.

Suitable for:
e * Brands: Good for designer handbag brands or fast fashion brands; it is very
Wb, B, ook, iBS. SffRfdR B8R0 good for brands which do not have a lot of stores in China.
7N SR T DV EE T B E g + Customers: shoppers who do not enjoy shopping or cannot go out for shopping

VR shopping is fun but it is just a gimmick, which may not provide a strong enough incentive for them

to do VR shopping again.
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Concept 3: Shopping at unmanned store

Likes:

E %m% Bﬂﬂgﬁﬂﬁm l v" Customers will feel more at ease while doing their shopping because there’s no

sales associates following them
HHbES, SeENg,. 2A2Ea

KR ? Dislikes/ Concerns:
% Personal service is important, especially when there are a lot of trying-on;
ARSI FIRFIDG S5 RTBERMATAX— B customers may need someone to find the right size and color of clothes or

similar items for them
BB . FFE—FANE TrEEBy EXTHELY: || x  Facial recognition technology is a concern if shoppers have twin siblings or
1. FHAPP , Sl EEE= A there are other people who look similar to them
2. EFNO ., brel—e ABiR5EEE  REek

MUK, SESHNSIMEES | ®ALiEE
3. ERERERAEFIREETNE

& = Still need someone to guide them through the process or quickly clear the

4. pEmE . BEREEN  SEARSEAEEEA items that they have tried on

EiRRledE  Faa  cakEpsikz , e

B, EH.

To fine-tune the concept:

Suitable for:
EBLHE  RERARAHEATRSR ? « Brands: Sportswear brands such as Adidas

« Customers: Younger millennials
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This may be more applicable to non-apparel sectors; when shopping for clothes, most shoppers still

want to have sales associates to standby during trying-on.




Concept 4: Virtual mirror for trying-on

Likes:
¥" Virtual mirror offers a fun and enjoyable experience (more to female respondents)
¥ It is useful, convenient and time-saving:

* When one needs to try on a lot of items

* Especially suitable for winter times when changing clothes is troublesome

* Can be used as a screening tool before actual trying-on

Dislikes/ Concerns:

x Not very attractive to male respondents because they prefer the actual experience of
trying-on

www.surecityuniat

The mirror can be used to screen out some of the potential items before actual trying-on, making the

trying-on process more convenient and time-saving.
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' Key findings from focus groups

' Ideal apparel shopping journey



Ideal apparel shopping journey — overview

* Not describing the shopping experience as an entire “journey”
* Focus on aspects that they care most and those require more improvements

* Prefer offline purchase to online purchase
* Offline purchase allow customers to try on the clothes and enjoy the sales services

* Online purchase still have problems of poor quality products, return/exchange of products,
having to wait for delivery, etc.

* Focus on needs that are quite basic but are unmet
* Mostly with shopping experience at physical stores
* Less requirements from online sites

*  Weak demand for the adoption of retail technologies
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Ideal apparel shopping journey

-

-
Pre-shopping ) During/ Post-shopping
¢ [Informatiansearch:ableto find » Prefer offline purchase to online purchase Offline purchase:
flagship stores or overseas *  Offline purchase al!ows custamgrs totryon * Enjoy being_ served by the sales associates.
buying websites easily the clothes and enjoy sales services Sales associates, as the ambassador of the
+ Online purchase still have problems of poor shop, should be
* Communications: inform quality products, return/exchange of * Polite, not too pushy
customers when there are new products, having to wait for delivery, etc. - Familiar with all the products and provide
arrivals via WeChat +  Weak demand for the adoption of retail information on new arr_i\rals, styling and alsq
technologies washing methods for different types of fabrics
* A wide range of clothing items available for
* Online purchase: mix-and-match
= Offer products that match with product * Spacious fitting rooms with right
description temperature
* Make it easier to compare pricing of different » Can have some self-service elements such
products within the same category as Internet-connected devices to check
+  Have more user reviews for reference availability of sizes and colors
« Timely responses to enquiries + Offer promotional offers and discounts
* Delivery within 48 hours « Offera variety of payment methods
» Offer 7-day return and exchange policy * Good packaging for goods bought
* Offer discounts
) * Provide pick up service of return products
L
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Next Steps

-

* After completing the qualitative phase of the consumer study, we will
move on to the quantitative phase. Insights gathered from the
qualitative phase will be used and also quantified to understand the

potential impact on business planning and further actions.

* Please stay-tune for our final report with findings of the quantitative

research and implications for business.




About Fung Business Intelligence

Fung Business Intelligence tracks, analyses and reports on developments in
sourcing, supply chain, distribution and retail with a focus on China and other
economies in Asia. As a market research arm and knowledge bank of the
Fung Group, it also leverages unique relationships and information networks
to provide the Group’s companies and their clients with consulting services to
assist day-to-day decision making. Headquartered in Hong Kong, Fung

Business Intelligence was established in the year 2000.
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