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INTRODUCTION

The Fung Business Intelligence Centre has recently visited severabordesecommerce
experiential stores in Guangzhou to observe the current operation of stechs. The threenajor
types of experientiastores we visited include (1) stores inside Free Trade Zones (FTZs),

(2) stores launched by department store operators, and (3) stores rurcoynenerce platforms.

KEY TAKEAWAYS

Here are the key takeaways from our visit: (1) Both ehaid and bonded imported products are sold

in the experiential stores. The ratio of dybaid goods to bonded imported goods is around 7:3;

(2) Prices of imported products vary a great deal at different experiential stores; (3) Limited variety of
bonded imported products are available, mostly grocery products such as milk powders, baby diapers,
cosmetics products and health supplements; (4) Increasing competition irnloooder ecommerce

sector may lead to price disruption, higiniced international brands are more likely to be affected;

(5) The new business modeti O NEbilereO2 YYSNIODS LI dza SELISNASYy G AL f
LIS2 L)X S o0dz2Ay3d AYLR2NISR LINE Ragddi 403 E§yiONEE I WH SKB
number of overseas shopping trips made by Chinese consumers; and (6) We expect the new business
model, now prominent in Guangdong, to be duplicated soon in other FTZs and pilot cities approved

for crossborder ecommerce import services.
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CROSSBORDER EXPERIENTIAL
STORES IN.GUANGZHOU

Guangzhou has taken the lead in developing chmssler ecommerce business. As of July 2015, there
were a total of 16 bonded direct sales experiential stores in Guangzhou (including those in operation
and the announced ones), offering bonded imported goods whereby personal postal articles tax is
applied. These include six storesMoparkDepartment Store, three stores GrandbuyDepartment

Store, four stores run boyuanProperty,FunsensMeijoy Best, and SD 020 respectively

s34 etpe 15355

QIGANZHEN GUANCUNZHEN
WHm A

DiooUzHEN
e ~

CONGHUA

/ SHIJIAOZHEN
amm MMER

/4
o Nwsﬂ"&ﬂ'{”m / 5253 PAITANZHEN »
ONGWANZHEN {T (s < - REm s
Z2EM Sy 4 SHICINGZHEN A
LY e '/
OZHE - / Mopark TAIPINGZHEN >
11 b (H uadu) AN 7 gueNacu:%zu(
Mopark (Shengdi, Haigou, i 4 - /
e SR
Beijing Road, Gangding) A § ) e
Grandbuy & T
2 / 5
e

(Beijing Road, Sunny Mall) us v’ ez ;s ; :
" » 615 3 Luogang
Meijoy Best (GT Land Plaza) 7

Aoyuan Plaza

oy

G35 SHITANZHEN
s HAEM

- DALIZHEN -
N X 97 G3.

JINLIZHEN,
3 ok | G15

B o =0
BanzaozHen 3]

Foshan s43

1
SHILONGZHEN™
e TR

X/‘NIADIH[N
w2

N

i INANCL
/7 Ay
AN /5 Gr'andb.uy Panyu Aoyuan
LeconczrEn (Xindaxin) Square ) £
"0;,:‘31!;"‘“ T BE/,:!AOZ;[’EN ‘ | "_‘ — um#':;s’{;'m ALY /d DAL
it N 2 1y *
R S5 GAOBA;&:; & s‘z‘" - " : Al {’ .. DALwaswra.}t‘I::E
= T R
G94 UK LONGJIANGZHER' Aoyuan ) Aoyuan Nansha i 4
, % JIANC ! Y
.twac:ff‘n:gmm ~ B 2 1M Shesheng ' AR T /
5 N | Hailing Cheng

0N

'ﬁwmc
.
2L

HESHAN

i

N% "",ﬁ_ S S

L SANJIAOZHEN
|

A 543
~

Source: Fung Business Intelligence Centre
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PRODUCTS AVARLABLE IN‘CRETFDER
EXPERIENTIALSTORES

Broadly speaking, there are two types of products available in the experiential gt(isluty

paid goods and (2) bonded imported goods. Dpdéyd goods are goods imported to China under

general trade procedures with vaksaglded tax, consumption tax and import duties being paid.

Bonded imported goods, on the other hand, are goods that stocked in bonded warehouses in
Ct®had . 2yRSR AYLERZNILISR 3I22Ra NS NBIFNRSR |a aL
and are subject to postal articles tax.

Dutypaid goods Bonded imported goods

V Valueadded tax

Bonded warehouses

. in FTZ
Consumption tax
) Postal articles tax
Food and beverage 10%
Leather clothes and accessories 10%
Bags and shoes 10%
Apparel and textile 20%
General watches 20%
Luxury watches (10,000 yuan or above) 30%
Cosmetics 50%
Skin care 50%

Source: Fung Business Intelligence Centre, China Customs
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PURCHASING-METHODS

The purchasing methods for these two kinds of products are different. Customers can buy duty
paid goods directly from the experiential stores and take them back home right away. As for
bonded imported goods, customers can only place orders online. The experiential stores display
samples or photos of the imported products on shelves or walls, and customers can take the
product card (usually with assigned barcode number) to the cashier to settle payment or they can
scan the QR code to access the respective online platforms of the experiential stores to place

order.

Physicakstores

Dutypaid goods

For dutypaid goods, customers can simply
take the products and pay at cashier. Bank
cards and authorized online banking or third
party payment platforms are accepted for
authentication purpose.

Selecting the o
B

Bonded imported goods

If customers want to purchase bonded
imported goods, they need to register an
account on respective websites with their real
name before placing orders. In the store, only
selected product samples are displayed on
shelves, customers who want to make
purchases can take the product card to the
cashier and place orders. Alternatively,
customers can the product QR code (usually
under the photo of the product) to access the
respective online platforms of the experiential
stores.

Registration Placing orders m Receiving good

Pick the Pay by bank card Pay and go
products and or online
pay at cashier payment, cash is

not accepted

Real name Products are Pay by bank Products will
registration is for display only.| | card or online | | be delivered
required. Customers payment in to the
Identity card need to pick RMB, with registered
number, the product personal address from
mobile phone ; i ificati

cards (with identification bonded
number and assigned warehouse
address are b 9 d d
needed for arcodes) a\_n
authentication pay at cashier

or scan product
QR code to
access online
store

Source: Fung Business Intelligence Centre
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Onliree

Web interface of these-eommerce platforms is in Chinese. Most online platforms offer only
bonded imported goods, while some offer both bonded imported goods and-plaity goods.

Similar to buying bonded imported goods on site, customers can place orders and pay online. The
payment is settled in RMB. Postal articles tax will be levied if the tax excegdsB@oods will

be delivered to the registered address from bonded warehouse within 1 to 15 business days by

authorisedcourier companies.
Registration Placing orders Receiving good

Real name
registration is
required. Identity
card number,
mobile phone

Add products to
cart, fill in delivery
details and submit
orders

Pay online and
payment settled in
RMB

Products will be
delivered by
domestic couriers
to the registered
address

number and
address are needed
for authentication

Source: Fung Business Intelligence Centre

PRODUCTRETURN-ROLICY

In general, "returns in seven days without a reason” is not applicable for bonded imported goods.
Goods return is available only when there is quality problem or when goods are damaged during
delivery. Consumers can contact the crbssder experiential store if there is quality problem, or
contact the courier company when there is damage during delivery. For bonded imported goods,
only exchange for the same item is allowed.
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Source: Fung Business Intelligence Centre
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THREE TYPES OF CRBBRDER
EXPERIENTIAL' STORES

1. CROS8ORDER EXPERIENHAL-STORES INSDE FTZ

-ﬁ!n[xmg? FUNSENS.COM:

Location:

China (Guangdong) Pilot Free Trade Zo
Nansh&rea of Guangzhou:
YuexiBinhalunchenghoppiniylall

Opening date:
152015

Operating area:
10,00@gm(2/F and 3/F)

Telephone number:
4008810101
Funsenss the largest bonded direct sales experiential store in
China. It adopts the "offline showroom + online platform" Operating hours:
operation model. Located in the Guangdong Pilot Free Trade 10arAlOpm
Zone Nansha, the offline showroom is set over two floors,

with around 30 retailers engaging in cressrder ecommerce Number of retailers:
businessFunsen$as an online platform 30
( ) , but currently only around one

Product categories:

More than 10,000 types of imported
products including foodmwtrages,
fresh food, baby and maternity products

WEBSITE cosmetics and personal care products,
digital products, bagagplementstc.

third of these retailers have launched their websitesFfamsen8
online platform.

Product origins:
More than 2untries/ regions including:

EDo iy
€90 ()

Website interface is in Chinese. Only bonded imported goods
are offered on the website.
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http://www.funsens,com/
http://www.funsens.com/

OBSERVATIONS

Funsenss located near residential area. The
shopping mall wher&unsenss situated is quite
spacious, and there is a large indoor play area for
kids on the 2nd floor.

We were at theFunsens&t around noon on a
weekday. The car park outsieeinsensvas full.
AsFunsenss located a bit far from the
Guangzhou city centre, many consumers drove
here to shop.

Many customers shoppikgiasens

Source: Fung Business Intelligence Centre

Foot traffic was high by the time we visited
FunsensMany customers were shopping
together with friends or family members. The
customers were from different age groups,
although we observed that there were slightly
more middleaged women wandering around.

Carparbkutsidé-unsensas full

Play area on the 2nd floor of the shopping mal
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