WECHAT, TENCENT AND CHINA’S MOBILE INTERNET SECTOR

CHINACHANNEL.CO
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WECHAT BIG PICTURE
UNDERSTANDING TENCENT
CHINA’S CASHLESS REVOLUTION
THE FUTURE
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WECHAT BIG PICTURE
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IMAGINE YOU’VE NEVER OWNED A LAPTOP OR DESKTOP

APPS HAVE AN 81% SHARE OF USER ATTENTION




WHAT IS WECHAT?

CHINACHANNEL.CO
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WECHAT IS NOT SOCIAL MEDIA
WECHAT IS NOT CHINA’S WHATSAPP
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WECHAT IS AN OPERATING SYSTEM
FOR YOUR LIFE IN CHINA
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WECHAT USER NUMBERS
MAU MILLIONS
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VIDEO TIME

GET PREPARED FOR SOMETHING TO NOT WORK ;-)







Wake up: Arrive at Break time: Rest time: Return Home: Getready
Check Work: Check Shop online Order food out for bed
moments Use WeChat moments through WeChat Getdelivered Chat with
pay to buy Send couple JingDong to home thru friends
breakfast of messages | Chat with WeChat Receive
to friends friends lucky money
Leave Home Start Work Lun_c" t'm_e: )
On the road: Scroll through Split the bill Watch TV while
Read 2 work related using WeChat Off Work: double screening:
articles WeChat group go dutch Check Moments, chat,
Play a game messages feature moments games, read articles

DATA SOURCE: WECHAT TEAM



COMMUNICATION TOOLS USED FOR DAILY WORK

WECHAT IS NUMBER 1

" 1ST TIER CITIES

. 3RD TIER CITIES AND BELOW

87,7%

59,5%

39,5%

22,6%

9,7% l

WECHAT PHONES, TEXT E-MAIL OTHER INTERNAL IM
MESSAGES & FAX FOR COMPANY

DATA: TENCENT PENGUIN
CHINACHANNEL.CO INTELLIGENCE SURVEY PLATFORM



WORK RELATED ACTIONS —

COMPLETED THROUGH WECHAT

COORDINATE & ARRANGE TASKS — 51.8%

MAKE NOTIFICATIONS [ 49,5%
MAKE TRANSACTIONS e 38,5%
TRANSFER FILES e 33,1%
HAVE MEETINGS & CON-CALLS s 13,7%
DO MARKETING & USER MANAGEMENT s 10,9%

GO THROUGH APPROVAL PROCESS [N 4,7%

| DON'T WORK ON WECHAT — 17,6%
DATA: TENCENT PENGUIN

CHINACHANNEL.CO INTELLIGENCE SURVEY PLATFORM
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Data Source: QuestMobile, TrustData and Hillhouse Estimates

TIME SPENT ON MOBILE IN CHINA

EVERYTHING
ELSE

TENCENT OWNS 55%
OF ALL TIME ON
MOBILE IN CHINA

TENCENT OTHER

CHINACHANNEL.CO



IS WECHAT GOING TO
TAKE OVER THE WORLD?



w8l TOP MESSENGER APPS BY COUNTRY

2 01 8 BASED ON THE GOOGLE PLAY STORE RANK FOR EACH COUNTRY IN DECEMBER 2017

WHATSAPP (128)
FACEBOOK MESSENGER (72)
VIBER (10) k.
WECHAT (3)

LINE (3)

TELEGRAM (3)

IMO (3)

KAKAOTALK (1)

HANGOUTS (1)

ANDROID MESSENGER (1)
NO DATA (14)

SOURCE: SIMILARWEB, JANUARY 2018, BASED ON THE GOOGLE PLAY APP STORE RANK FOR DECEMBER 2017. FIGURES IN PARENTHESES H t t ™~ are
IN THE LEGEND REPRESENT THE NUMBER OF COUNTRIES / TERRITORIES IN WHICH EACH PLATFORM IS THE TOP-RANKED MESSENGER APP. oo SU| e socldl
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WECHAT PAY &
CHINA’S CASHLESS REVOLUTION
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TIME TO PAY

EUROPEAN INSTINCT: REACH FOR THE PLASTIC

CHINESE INSTINCT: TAKE OUT MY PHONE



3RD PARTY MOBILE PAYMENTS ($TN)

2015 2016 2017 2018 2019

Data Source: Forrester Research (US), iResearch (China)

CHINACHANNEL.CO



REASONS FOR USING MOBILE PAYMENTS

FOR OFFLINE TRANSACTIONS

IT'S FAST 58.4%

IT'S EASY 55.2%

1 DON'T BRING CASH WITH ME — 44,5%

THERE'S NO EXTRA FEES |y 23,4%

I CAN ENJOY DISCOUNTS [ 17,3%

DEPENDS ON THE TRANSACTION SIZE N 15,8%

I CAN ACCUMULATE LOYALTY POINTS [l 5,3%

OTHER F 2,9%

DATA: TENCENT PENGUIN
CHINACHANNEL.CO INTELLIGENCE SURVEY PLATFORM



PRIMARY PAYMENT METHODS —
FOR OFFLINE PURCHASES

94,1%93,6% 89,4% g7,6% -

49,5% 51,3%
38,6%41,3%

29,0% 30,9% 33,0% 35,7%

13,0%11,4% 9,6% 9,8%

MOBILE PAYMENT APPS (E.G. CASH DEBIT & CREDIT CARDS SMARTPHONE BUILT-IN
WECHAT PAY) PAYMENT TOOL (E.G. APPLE
PAY)

15T TIER CITIES (BEIJING, SHANGHAI)
| 2ND TIER CITIES
I 3R0 TIER CITIES

. 4™ TIER CITIES & BELOW DATA: TENCENT PENGUIN
CHINACHANNEL.CO INTELLIGENCE SURVEY PLATFORM
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3RD PARTY MOBILE PAYMENTS MARKET

100% OTHERS
80%
60%
40%

20%

0%

2012 2013 2014 2015 2016

CHINACHANNEL.CO DATA SOURCE: IRESEARCH



3RD PARTY MOBILE PAYMENTS MARKET
2018 Q2

OTHERS

TENPAY ALIPAY

CHINACHANNEL.CO DATA SOURCE: ANALYSYS LTD. Q2 2018



LUCKY MONEY WAS THE KEY...
THE PEARL HARBOR ATTACK




“IT WAS REALLY IMPRESSIVE! THIS YEAR’S
PEARL HARBOR ATTACK WAS INDEED
BEAUTIFULLY PLANNED AND EXECUTED.”

e AT e
JACK MA T e
CHAIRMAN OF ALIBABA GROUP ~ : .
(DESCRIBING LUCKY MONEY) 4

CHINACHANNEL.CO
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VIDEO TIME

GET PREPARED FOR SOMETHING TO NOT WORK ;-)






“IN TRADITIONAL RETAIL THE
PAYMENT IS ACTUALLY SEEN AS A
PROCESS THAT HAS TO BE DONE BUT
DOES NOT CREATE VALUE IN OF
ITSELF.

IN THE FACE OF THE EMERGENCE OF
MOBILE PAYMENT WE HOPE THAT IT IS
POSSIBLE TO CREATE VALUE IN THE

PAYMENT LINK ITSELF..."”

LILIAN HUANG &

DEPUTY GENERAL MANAGER OF
WECHAT PAY H{{SxftE] 2 & H
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WeChat Smart Hospital Plan

allocate 3 examination
department auesing payment
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WECHAT CROSS BORDER PAY
& MINI PROGRAMS
FOR TOURISM INDUSTRY



CROSS BORDER PAYMENT MECHANISM

PURCHASE
FOREIGN
CURRENCY

FOREIGN PAYMENT
SETTLEMENT IN

LOCAL CURRENCY

PAY IN RMB . |

PAYMENT NOTIFICATION

- SOURCE: WIREDCRAFT



PAY.WEIXIN.QQ.COM

WeChat Pay Service Provider

WeChat Pay Service Provider > America
Asia £ America I+l Canada
Europe
Africa
Oceania s
a. Panama == Paraguay



OVERSEAS TRAVEL EXPENSES BY CHINESE TOURISTS (TOP 3)

25% 29%

CHINESE TOURISTS NON CHINESE TOURISTS

SOURCE: NIELSEN, 2017 OUTBOUND CHINESE TOURISM & CONSUMPTION TRENDS



“NON-CHINESE TOURISTS PLACE GREATER WEIGHT ON THE
ABSOLUTE PRICE OF A GOOD, WHILE CHINESE TOURISTS
PLACE MORE CONSIDERATION ON THE RELATIVE PRICE OF A
GOOD OR SERVICE AFTER DISCOUNTS.”

- SOURCE: NIELSEN, 2017 OUTBOUND CHINESE TOURISM & CONSUMPTION TRENDS



FACTORS AFFECTING CHINESE TOURISTY’
OVERSEAS SHOPPING DECISIONS

DISCOUNT / SPECIAL OFFERS | 1 %,

SUPPORTED PAYMENT METHODS [l 41%
PRICE s 40%
PRODUCT QUALITY e 39%
SHOPPING LOCATION I 33%
TRAVEL BUDGET e 29%
MERCHANT'S HOSPITALITY [ 27%
TAX REFUNDS [ 25%,
EXCHANGE RATES [N 20%

SUGGESTIONS OF TRAVELING COMPANIONS — 19%

SOURCE: NIELSEN, 2017 OUTBOUND CHINESE TOURISM & CONSUMPTION TRENDS




TOP 3 FACTORS AFFECTING TOURIST?S’
OVERSEAS SHOPPING DECISIONS

41% 41% 40% 52%

PRODUCT
QUALITY

CHINESE TOURISTS NON CHINESE TOURISTS

SOURCE: NIELSEN, 2017 OUTBOUND CHINESE TOURISM & CONSUMPTION TRENDS



REASONS FOR USING MOBILE PAYMENTS (CROSS BORDER)

MARKETING PROMOTIONS 48%

DISCOUNTS ON PURCHASES 43%

NO NEED TO EXCHANGE FOREIGN CURRENCIES,
DISCOUNTED EXCHANGE RATES

36%

FEELINGS OF PRIDE WHEN SEEING CHINESE BRANDS

24%

CONVENIENCE, SPEED & FAMILIARITY 21%

SOURCE: NIELSEN, 2017 OUTBOUND CHINESE TOURISM & CONSUMPTION TRENDS
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WECHAT FOR BUSINESS
WHAT’S POSSIBLE?

Yo
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TRADITIONAL ONLINE SEARCH ECOMMERCE: JD
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SOCIAL ECOMMERCE GROUP BUY
TARGETING A PREVIOUSLY
UNREACHABLE ECOMMERCE USER
LOWER TIER CITIES, MIDDLE AGED
WOMEN

BULK BUY, LOW PRICE, GAMIFICATION
NO SHOPPING CART

“COSTCO MEETS DISNEY”

* MAY 15™ 2019
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baisaturoli@gmail.com

mumil77

+358 45 1790570

fuminfinland@hotmail.com

46931219




OTHER CITIES
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SHOP & PAY ONLINE, PICK UP IN STORE
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FIND ME AT:

WEB: CHINACHANNEL.CO
TWITTER: QM IBRENNANCHINA
ITUNES: CHINA TECH TALK PODCAST

LINKEDIN: LINKEDIN.COM/IN/MATTHEW-BRENNAN/

WECHAT:
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WECHAT, TENCENT AND CHINA’S MOBILE INTERNET SECTOR

CHINACHANNEL.CO




