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INDUSTRY OVERVIEW

The information and statistics set out in this section and other sections of this
document were extracted from different official government publications, available
sources from public market research and other sources from independent suppliers, and
Jfrom the independent industry report prepared by Frost & Sullivan (the “Frost & Sullivan
Report”). We engaged Frost & Sullivan to prepare the Frost & Sullivan Report, an
independent industry report, in connection with the [REDACTED]. The information from
official government sources has not been independently verified by us, the Joint Sponsors,
[REDACTED], any of their respective directors and advisers, or any other persons or
parties involved in the [REDACTED], and no representation is given as to its accuracy.

SOURCES OF THE INDUSTRY INFORMATION

We commissioned Frost & Sullivan to analyze and prepare a report regarding China’s
dining market, China’s home dining market, as well as China’s home meal products market.
Frost & Sullivan is an independent global consulting firm, founded in 1961 in New York,
offering industry research and market strategies and provides growth consulting and corporate
training. We agreed to pay a fee of RMB1,080,000 to Frost & Sullivan pursuant to a service
agreement reached by arm’s-length negotiation. Except as otherwise noted, all of the data and
forecasts contained in this section are derived from the Frost & Sullivan Report. We have also
referred to certain information in the “Summary,” “Risk Factors,” “Business” and “Financial
Information” sections to provide a more comprehensive presentation of the industry in which
we operate.

In preparing for the report, Frost & Sullivan conducted both primary and secondary
research and relied on various sources. The primary research was conducted via interviews
with key industry experts and leading industry participants. The secondary research involved
analysis of market data obtained from several publicly available data sources, such as National
Bureau of Statistics of China and other industrial associations. The market projections in the
Frost & Sullivan Report are based on the following key assumptions: (i) the overall social,
economic, and political environment in China is expected to remain stable during the forecast
period; (ii) China’s economic and industrial development are likely to maintain a steady growth
in the forecast period; (iii) related industry key drivers are likely to drive the growth of the
dining, home dining and home meal products markets in China in the forecast period, such as
rapid growth of consumption upgrade in China, favorable policies, stable demand from
downstream industries, etc; and (iv) there is no extreme force majeure or industry regulation

which may dramatically or fundamentally affect the market.

Our Directors confirm that, to the best of their knowledge, after making reasonable
inquiries and exercising reasonable care, there is no material adverse change in the market
information since the date of the relevant data contained in the Frost & Sullivan Report which
may qualify, contradict or have an impact on the information in this section.
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CHINA’S DINING MARKET

China’s dining market has been rapidly evolving over the past few years due to various
factors including increased urbanization, changing lifestyles, and rising disposable incomes.
With the steady growth of per capita annual disposable income and per capita expenditure on
food, the market size of the dining market in terms of retail sales value grew steadily from
RMB6,903.7 billion in 2018 to RMB9,315.1 billion in 2022, representing a CAGR of 7.8%.
The market size of China’s dining market in terms of retail sales value is expected to reach
RMB13,638.0 billion in 2027, representing a CAGR of 7.9% from 2022. At present, people
principally dine in four ways, namely (i) buying fresh groceries and cooking at home, (ii)
dining at restaurants, (iii) using food delivery services, and (iv) opting for home meal products.

Value Chain of China’s Food and Dining Market

The value chain of China’s food and dining market in China consists of upstream raw
material providers from agriculture, forestry, livestock and fishing industries, midstream food
processors, and downstream retail sales channels and end customers. The following diagram
illustrates the value chain of China’s food and dining market:

S Midstream

Raw Material Suppliers B Food Processors X oo Offline Retail
s " R b Sales Channels
Crop production H Home meal products H Offline retail sales

enterprises § providers é Supermarkets &
: H hypermarkets

Livestock breeding and

production enterprises —>§ Frozen food B P
H H Home meal products
: i retailers

Agquaculture enterprises
Primary food processors

R ¢ Wet markets
Vegetable and fruit

enterprise

Online retail sales

E-commerce
platforms

End
Customers

---------------------------------- Restaurant

delivery
Catering service service
L | 2

Slaughtering enterprises providers

The upstream mainly involves raw material providers, including crop production
enterprises, livestock breeding and production enterprises, aquaculture enterprises, vegetable
and fruit enterprises and slaughtering enterprises. The stability of product supply is also
crucially dependent on the freshness and safety of raw materials, which serve as the foundation
for high-quality food ingredients and products. Leading downstream retailers have developed
a complete agricultural product quality traceability mechanism and cold chain logistics to
ensure the quality of raw materials.

The midstream mainly involves food processors, including home meal products providers
enterprises, frozen food processors, and primary food processors.

The downstream mainly involves E-commerce platforms, catering service providers and
offline retail sales channels, including supermarkets & hypermarkets, home meal products
retailers and wet markets. End customers can (i) buy fresh groceries and cook at home, (ii) dine
at restaurants, (iii) use food delivery services, or (iv) opt for home meal products.
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CHINA’S HOME DINING MARKET

In recent years, there has been a growing trend towards dining at home in China. Home

dining has become the most popular of all dining scenarios in China, with its market size in

terms of retail sales value growing from 47.1% of the dining market in 2018 to 60.3% in 2022.

Overview of China’s Home Dining Market

In China, the home dining market is mainly divided into three categories: (i) home meal

products, (ii) fresh groceries for cooking at home, and (iii) restaurant delivery services to

home.

Category

Definition

Home Meal Products

Fresh Groceries for
Cooking at Home

Restaurant Delivery Service
to Home

Source: Frost & Sullivan

Home meal products refer to ready-to-eat, ready-
to-heat, ready-to-cook foods or prepared
ingredients. They address the specific needs and
pain points faced by consumers, especially
younger generations, working individuals, and
dual-income families, who are pursuing
balanced lifestyles in today’s fast-paced world.

Sales channels for home meal products include
both offline retail sales channels and online

e-commerce platforms.

A traditional dining practice in China is to
purchase fresh groceries from wet markets,
grocery stores, supermarkets or fresh grocery
e-commerce platforms, and cook them at home.
This is common in Chinese households where
those responsible for grocery shopping and meal
preparation usually have ample time and high
standards for ingredient freshness.

Sales channels for this category include both
offline retail sales channels and online
e-commerce platforms.

Home delivery services, where the restaurants
deliver the cooked meals by themselves or
through third-party food delivery platforms, are
preferred by a growing number of young
consumers.
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Market Size of China’s Home Dining Market

With rising living standards in China, consumers’ awareness of healthy eating has
deepened, and they are paying more attention to what goes into their food. Dining at home
allows for better control over the quality and freshness of ingredients, which in turn ensures
food safety and promotes health. Moreover, dining at home allows for the flexibility to
customize meals to personal tastes and preferences. These advantages have fueled the rapid
growth of the entire home dining market. The market size of China’s home dining market in
terms of retail sales value experienced a strong growth from RMB3,248.2 billion in 2018 to
RMB5,615.6 billion in 2022, representing a CAGR of 14.7%.

During the COVID-19 pandemic, people began to eat at home more frequently due to
restaurant closures, risk of infection and epidemic control measures, resulting in a surge in the
home dining market from 2020 to 2022. This has long lasting effects on people’s lifestyle and
habits that go beyond the pandemic. As people realize the health benefits of preparing food at
home, they became more accustomed to dining at home, even those who rarely dined at home
before the pandemic. As a result, when home meal products emerged as a dining option that
reduces the time and skill requirements of cooking from scratch, they are increasingly favored
by consumers who are pursuing healthy eating in a fast-paced life. In light of this trend, the
market size of home meal products market in terms of retail sales value is expected to be the
fastest growing segment in the home dining market with a CAGR of 20.7% from 2022 to 2027,
although its market size is expected to remain smaller than that of restaurant delivery services

to home and buying groceries to cook.

Market Size of Home Dining Market by Category (China), 2018-2027E
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Unit 2018 2019 2020 2021 2022 2023E  2024E  2025E  2026E  2027E
Market Size of Home Meal RMB Billion 1479 1964 2652 2903 3673 4411 5387 6573 8000  940.0
Products

Market Size of Fresh RMB Billion ~ 2,8725 30235 40575 42229 46483 47235 48534 49055 49521 50303
Grocery for Cooking at Home

Market Size of Restaurant RMB Billion 2078 2966 3648 4950 6000 7148 8203 9233 10351 11386
Delivery Service to Home

Proportion of Home Meal % 46%  56%  57%  58%  65%  75%  87%  101%  11.8%  13.2%
Products

Proportion of Fresh Grocery % 884%  86.0%  86.6%  84.3%  82.8%  80.3%  78.1%  75.6%  73.0%  70.8%
for Cooking at Home

Proportion of Restaurant % 7.0%  84%  77%  99%  10.7%  122%  13.2%  143%  152%  16.0%

Delivery Service to Home

Source: National Bureau of Statistics, Frost & Sullivan

Pain Point Analysis of China’s Home Dining Market

In the home-dining scenario, consumers place emphasis on time spent preparing and
cooking, food quality and safety, and cost-effectiveness. The table below shows the advantages
of home meal products when compared with the other two home dining categories in terms of
how they address consumers’ pain points:

Comparative Advantages of Home

Pain Points Meal Products

Fresh Groceries .

for Cooking at
Home

Restaurant
Delivery Service
to Home

Source: Frost & Sullivan

Buying fresh groceries and cooking ¢

at home requires purchasing
groceries, preparing ingredients,
seasoning, and cooking, among
other things.

While no actual cooking is
necessary, the wait time for delivery
may affect the freshness,

temperature and flavor restoration of
the delivered food.

The
seasoning, and cooking oil utilized

quality — of  ingredients,

cannot be monitored or controlled.
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CHINA’S HOME MEAL PRODUCTS MARKET

Overview of China’s Home Meal Products Market

In China, home meal products refer to ready-to-eat, ready-to-heat, ready-to-cook foods or

prepared ingredients supplied to consumers to improve cooking efficiency in daily home

cooking scenarios.

Category

Definition

Representative products

Ready-to-eat foods

Ready-to-heat foods

Ready-to-cook foods

Prepared ingredients

Pre-prepared and packaged
foods ready for consumption
without further preparation or
cooking.

Pre-prepared foods that are
already cooked and need only
heating by microwave, oven,
boiling, steaming, etc. before

consuming.

Semi-finished ingredients that
are pre-cut, seasoned and mixed,
or even deep-processed (i.e.
fried, grilled), ready for
cooking.

Raw materials for cooking
that have been preliminarily

Canned goods, packaged braised
food, packaged salads, etc.

Convenience  food  (instant

noodles and rice, self-heating

food), frozen food (frozen
noodles and rice, frozen meat,
frozen seafood), cooking

packs/seasoning packs, etc.
Semi-finished convenience
dishes, fried and grilled dishes
(seasoned steak, fried chicken,
sausage, bacon), processed soy
products, etc.

Chopped vegetables, pieces of
fresh raw meat and seafood, etc.

processed including cleaning,
cutting, etc.

A subset of home meal products include at-home hotpot and barbecue products, which
refer to ready-to-eat, ready-to-heat, ready-to-cook foods or prepared ingredients used for
hotpot and barbecue consumption at home, such as beef and lamb products, meatballs, seafood
balls/pastes, hotpot soup base, condiments and barbecue seasonings.

Market Size of China’s Home Meal Products Market

As the pace of life becomes faster, people’s dining needs are demanding convenience and
efficiency without sacrificing taste and quality. These trends have led to the emergence of home
meal products as an increasingly popular dining option in China. These products include
ready-to-eat, ready-to-heat, ready-to-cook foods and prepared ingredients. Providers of home
meal products are offering consumers a convenient and cost-effective way to enjoy high-
quality food at home with ease.
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The market size of China’s home meal products market in terms of retail sales value
experienced significant growth from RMB147.9 billion in 2018 to RMB367.3 billion in 2022,
representing a CAGR of 25.5%. It is expected to reach RMB940.0 billion in 2027, representing
a CAGR of 20.7% from 2022 as consumers increasingly seek healthy eating options that are
convenient and require minimal cooking skills. As people continue to prioritize health and
wellness, the trend towards home dining and home meal products is expected to continue. In
addition, increasing consumer pursuit of higher cooking efficiency, coupled with a desire for
variety and innovation in meal preparation at home, and rapid development of food
industrialization and cold chain logistics are expected to strongly support the future growth of
the home meal products market. As urbanization and the accelerated pace of life make it
difficult for consumers to find time to shop and cook, home meal products are a convenient and
efficient alternative. In addition, technological advances in food science have enabled the
creation of prepared foods that closely resemble fresh alternatives, providing more satisfying
dining experiences. The home meal products market is poised for future growth driven by an
expanded product portfolio and innovative categories that have broadened its reach from
provincial capitals and municipalities to lower-level cities. Furthermore, the rise of new retail
has provided opportunities for home meal products providers to reach more consumers, thereby
increasing convenience and accessibility, as well as creating more opportunities for growth in
the industry. The future growth of the home meal products market in China will also be
supported by the continuous advancement in technology that leads to improved quality and
taste of home meal products. Food industrialization in China has greatly improved the
production efficiency, quality and safety of home meal products, and promoted the
development of related industries such as packaging, logistics and distribution.

As the home meal products market further develops and consumers become increasingly
cautious about the quality, safety and hygiene of foods, the home meal products market face
challenges relating to ensuring food safety and maintaining flavor and quality while extending
shelve life. Moreover, complying with strict regulations and changing policies as well as
continuously catering to diverse and evolving consumer preferences pose hurdles for home
meal products providers and present challenges for the continued growth of the home meal
products market.

Market Size of Home Meal Products Market (China), 2018-2027E
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Source: China Hospitality Association, Frost & Sullivan
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Market Drivers of Home Meal Products Market

Home dining being the top dining preference of Chinese people. Chinese people have
a tradition of eating at home together. Home meals have also been praised as social experiences
that strengthen families and foster good habits. In recent years, there has been a growing trend
towards dining at home in China. Home dining has become the most popular of all dining
scenarios in China, with its market size in terms of retail sales value accounting for 60.3% of
the dining market in 2022, higher than any other dining scenarios including dining at
restaurants, office buildings, schools, hotels, etc. The home meal products market in China has
been significantly boosted by the growing preference of Chinese consumers for home dining
who also demand convenience and efficiency without sacrificing taste and quality.

Consumers’ pursuit of higher cooking efficiency. Consumers are increasingly pursuing
higher cooking efficiency due to urbanization and accelerated pace of life. Home meal products
are becoming more popular as they provide convenience and efficiency for those with
insufficient time to buy groceries and cook.

Rapid development of food industrialization. With continuous advancement in
technology, the quality and taste of home meal products are also improving, leading to
increased acceptance and enjoyment of this type of food. Food industrialization in China has
greatly improved the production efficiency, quality, and safety of home meal products.
Additionally, food industrialization has promoted the development of related industries, such
as packaging, logistics, and distribution, which has further improved the supply chain of home
meal products, becoming a vital driving force for the industry’s development.

Development of cold chain logistics. Home meal products rely heavily on cold chain
logistics for transportation. The development of cold chain logistics, as proposed in the “14th
Five-Year cold chain logistics development plan” ( (“PUH &Y EAIE) ) by the
State Council of the PRC in 2022 aims to establish an efficient, safe, intelligent and
environmentally friendly system that helps to ensure the quality of home meal products and
lower transportation costs, thereby driving the industry.

Upgrading consumption and increasing expenditure on food. In line with rising per
capita disposable income in China, per capita expenditure on food, tobacco, and alcohol
increased from RMB5,631 in 2018 to RMB7,481 in 2022, with a CAGR of 7.4%. Continued
growth in disposable income resulted in the upgrading of people’s lifestyles and consumption
patterns, including increased spending on food. This trend is expected to further drive the rapid
development of the dining market in China.

Market Trends of the Home Meal Products Market

Increasing demand for one-stop home meal products providers. One-stop home meal
products providers offer a comprehensive solution for consumers’ meal needs. These providers
have emerged as popular shopping destinations for Chinese consumers who look for a
convenient and time-saving option to purchase all their food items in one place. Furthermore,
one-stop home meal products providers offer a wide variety of meal options that cater to
different tastes and dietary requirements, allowing consumers to mix and match food
ingredients to create their preferred meals from a single source. As a result, we can expect to
see continued growth in the demand for one-stop home meal products providers in the future.
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Expanding product variety and enhanced flavor retention. Consumers are increasingly
looking for variety in their food choices, and demand for diverse and innovative home meal
products is on the rise. To meet this demand, home meal products providers are expanding their
product lines to include a broader range of options to capture a wider range of food choices by
consumers and expand their market share. Technological advances in food science enable the
creation of prepared foods that closely resemble their fresh equivalents, delivering more
satisfying dining experiences.

Adapting to varied dining scenarios for home meal products. Home meal products offer
easy-to-prepare options that maintain flavor, and thus suitable for a variety of dining
experiences. As a result, consumers of home meal products are starting to explore more dining
scenarios beyond at home, such as urban camping and office dining.

Accelerating integration of online and offline sales channels. Major home meal
products providers are not only reinforcing their offline sales channels, but also investing in
online sales channels to offer a seamless shopping experience. Online sales channels are
growing rapidly due to the convenience and accessibility of online shopping. Home meal
products providers will continue utilizing online sales channels to promote their brands and
products, and explore offline-to-online model to integrate their offline and online resources.

Increasing upstream integration. There has been a growing trend of increasing upstream
integration along the supply chain in the home meal products market. Leading providers are
investing in or working closely with upstream suppliers to integrate their operations and
achieve greater control over the quality and steady supply of their ingredients. Such
arrangements reduce dependence on third-party suppliers, and achieve cost savings by
streamlining their operations and reducing inefficiencies, which allow them to adopt a more
competitive pricing strategy.

Raw Material Price of Home Meal Products

Prices of raw materials for home meal products generally demonstrated an upward trend,

which include beef, lamb and pork.

The average wholesale price of beef gradually increased from RMBS53.8 per kilogram in
2017 to RMB77.6 per kilogram in 2022. The average wholesale price of lamb gradually
increased from RMB47.5 per kilogram in 2017 to RMBG68.6 per kilogram in 2022.

In 2019, the monthly average pork price rose rapidly in the face of a sharp decline in pig
production due to African Swine Fever, as well as relatively stable downstream demand.
Entering 2020, the average pork price fluctuated at a higher level, with an average price of
RMB44.9 per kilogram, much higher than the past three pig cycles since 2006. With the
recovery in pig production, pork prices fell to RMB25.8 per kilogram in 2022.
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Average Wholesale Price of Beef, Lamb and Pork (China), 2017-2022
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Source: Ministry of Agriculture and Rural Affairs of the PRC

COMPETITIVE LANDSCAPE OF CHINA’S HOME MEAL PRODUCTS MARKET
Ranking and Market Share of Home Meal Products Retailers

Among all retailers in China, the top five players accounted for 11.1% market share in
terms of retail sales value of home meal products in 2022. In 2022, the Company is the largest
home meal products retailer in terms of retail sales value of home meal products among all
retailers in China, occupying 3.0% market share. In addition, the Company was the largest
at-home hotpot and barbecue provider in terms of retail sales value of at-home hotpot and
barbecue products among all providers in China in 2022, accounting for 12.7% market share,
according to Frost & Sullivan.

Top Five Retailers in terms of Retail Sales Value'” of Home
Meal Products (China), 2022

Retail sales value of home meal

Ranking Retailers products (RMB billion) Market share (%)
v+ TheCompany ! wreee. ... 0%

2 Company A® 10.1 2.7%
3 Company B® 9.7 2.6%
4 Company C% 6.1 1.7%
5 Company D® 42 1.1%

Top five 41.2 11.1%

Total 367.3 100.0%

Notes:

(1)  Retail sales value refers to the amount of retail store sales received from end consumers after discounts or
rebates, which is used to determine all the market size, ranking and market share of different markets in the
Frost & Sullivan Report to reflect market reality.
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(2)  Company A is an H-shared listed company founded in 2000 and headquartered in Shanghai, with 600 offline
retail stores in China as of December 31,2022. It principally engaged in operating offline retail business
including hypermarkets, supermarkets and mini stores, and also facilitates omni-channel business model
including online one-hour delivery, half-day delivery and business-to-business. Company A offers a wide
variety of food, beverage and household products, with limited home meal products accounting for
approximately 8% of its total SKUs. The total revenue of Company A in 2022 was approximately RMB88.1
billion.

(3)  Company B is a Chinese subsidiary owned by a NASDAQ-listed company, founded in 1962 and headquartered
in Arkansas, USA, with 326 offline retail stores in China as of December 31, 2022. It is an omnichannel retailer
that operates a chain of hypermarkets, discount department stores and grocery stores. Company B offers a wide
variety of food, beverage and household products, with limited home meal products accounting for
approximately 11% of its total SKUs. The total revenue of Company B in 2022 was approximately RMB109.3
billion.

(4) Company C is a Chinese subsidiary owned by a NYSE company, founded in 2015 and headquartered in
Shanghai, with a registered capital of RMB722.5 million. It principally provides fresh groceries, processed
food and offers a wide range of general merchandise product categories via both online and offline channels,
with limited home meal products accounting for approximately 7% of its total SKUs. The total revenue of
Company C in 2022 was approximately RMB61.0 billion, with 308 offline retail stores in China as of
December 31, 2022.

(5) Company D is an A-share listed company founded in 2001 in Fujian Province, with a registered capital of
RMB9.1 billion. It principally engages in the operation of supermarkets, and also facilitates omni-channel
business integrating in-store and home delivery services, providing fresh groceries, packaged foods, and
processed foods. Company D offers a wide variety of food, beverage and household products, with limited
home meal products accounting for approximately 20% of total SKUs. The total revenue of Company D in
2022 was approximately RMB98.0 billion, with the 1,035 offline retail stores in China as of December 31,
2022.

Source: Frost & Sullivan

In 2022, the Company was the largest home meal products retailer under proprietary
brands in terms of retail sales value of proprietary brand products in China.

Top Five Retailers in Terms of Retail Sales Value of Proprietary Brand Home Meal
Products (China), 2022

Retail sales value of proprietary brand

Ranking Retailers home meal products
(RMB billion)
| 1 The Company 10.3 |
2  CompmyC 31
3 Company B 32
4 Company A 2.5
5 Company D 1.8

Source: Frost & Sullivan

In 2022, the Company had the largest network of offline retail stores offering home meal
products in China as of December 31, 2022.
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Top Five Home Meal Products Providers in Terms of Number of Offline
Retail Stores (China), 2022

Number of offline retail stores

Ranking Home meal products providers (as of December 31, 2022)
1 The Company 9,221
2 CompanyEV §s0
3 Company F® 5,350
4 Company G® 1,970
5 Company D 1,035

Notes:

ey

@)

3)

Company E is an A-share listed company founded in 1998 and headquartered in Henan Province, with a
registered capital of RMB3.5 billion. It principally engages in hog farming, slaughtering, pork processing and
sales. Company E has 13 facilities that produce more than 2.7 million tons of meat per year. The total revenue
of Company E in 2022 was approximately RMB63.0 billion.

Company F is an A-share listed company founded in 1984 and headquartered in Shanghai, with a registered
capital of RMB412.0 million. It is principally engaged in the manufacturing and distribution of braised food.
The total revenue of Company F in 2022 was approximately RMB3.6 billion.

Company G is an A-share listed company founded in 2008 and headquartered in Jiangsu Province, with a
registered capital of RMB100.0 million. It is principally engaged in the development, production and sales of
home meal products under two brands, with a focus on ready-to-cook meals. The total revenue of Company
G in 2022 was approximately RMBO.8 billion.

Source: Frost & Sullivan

- 110 -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO CHANGE. THIS

DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

INDUSTRY OVERVIEW

“Aypenb jonpoxd soyuow 1o Ajddns xioyy

JO $201N0S AU} Yor1) 10U Op pue saniiqeded

urego Ajddns powwiy orey m.Eesa SO
nipiqedes
o Aiddns owns [y oy Stiopieid
20WWoa-0 A10013 ysoyy SuIpra] AUO

“Aypenb pue £1ddns ur ooueinsse 1omo|
yum “ureyd Afddns [eamnouse euonipery,

“Kpenb
PUP K19J2S POOJ UI SDULINSSE JMO] IARY ALW
SJUBINEISON PAUIBYI-UOU PUE [[EWS QWO

“Kyayes pooy
aamsua 0} syuarpasdur Aujenb ySiy smooxd
01 waysAs juowaFeuew uteyd Addns 1snqox
aney A[eiouad spuelq juemneisal Surpea|

“Judwoeurw

Kyages pooy pue jenb ‘Koudrorye Klojuaau
urensuoo pinoo yorgm “soniqedes ureyd
£ddns [@Sip ou 10 poyw] dAvy 0} pudy
os[e Kay1 “Kujiqeieae pue Karea jonpoid
SHWI YoM ‘sawnjos Surseyoind  1amof
pue omtou sonddns Ta[jews dABY A][EIOUST
sipewadns  pozis-wnpow  pue  [jews
sanipiqeded ureyo

A1ddns 1snqo1 pue pasueApe aAey AJ[eatdA1
siopeunaddy pue sjopeuuadns Suipea

‘sjonpoid Jo Kjayes pue Ajenb pue
AK1oyaaur ‘puewap pue Ajddns oy Jojuow
0} 31 smope ureyo Ajddns jo uoneziensiq

*S0101S SIYOUEL)
01 JoyuNj puB  SISNOYAIEA\ [BUAD  O)
sanipoey uononpoid woyy spnpoid jo Kajes
pue Ayenb-ysiy jo Ajddns djqes & Funnsuo
‘Jopowr K101981-3u0-1onpoid-auo e sidopy

“YoyRIos woly Furyood
pue sjuorpaidur Supedoid ‘Surgsem
sarmbai 11 se uondo JUIIUGAUOD 1SES]
241 51000 01 591100013 ysa1) Bukngg

[oyeI0s woy Furjood
pue syuorpadur Sunedoid “Suigsem
saxmbai 11 se uondo JuaIUAAUO0D 15EA]
YY) 100 0] 31120013 ysayy Furkng

1m0 Burup 10 Fup{00d 10§ pasu
A INOYIM s[RI J8I-0}-ApEar 19jo1d
OUA S[ENPIAIPUL 10} QUDIUAAUOD
wnwixew apiaoid sjpaw apew-alg

“oJeI0s woly Surjood
pue syuorpaidur Supedaid ‘Surgsem
soumbaz 1t 5 uoNdo UAULAUOD 158]
A ST 3000 0} $a110001F ysoyy Furkng

“sjeow Ayjenb-ysiy
pue ‘oum Sunjooo pue uoneedoid
100y JO d0uB[Eq B sopra0id YIYM
“uondo JUGTUSATOD 1SOW PUOIS YT

20udIUAAU0)

NI0MIAU 210 [re1ar
[eotsAyd oavy suuopeld 2010WwW09->
£120013 ysoy Suiped] M3y AuQ
"1y

01 O oAy jo smper E:_%
JMEJOP YA ‘SNIPEL KIASP poNU
oaey  suuoperd  9d1A108 bu>:ua
“SONIO 7 PUE [ 10N Ul PAIEAUIOU0D
5010 1OMO)  UNA  ‘SnIper
Aooapp ponwny e oavy Ajjeoiddy
suopeld 2210WiW09-0 K120013 ysaig

Aqearskyd
doys o) poimbor o swwNsUOD
PUE ‘SOIIAIDS AUIUO I3}J0 10U O(]

“Kynwrxoxd
250[0 UL 2q 10U ABW SIOQO 1M
seale [enuapisal 03 Aywrxoxd asopd
ur pojeoo| A[IUSIUGAUOD ore dwog

“s1ojWo[y
01 Ay jo snipur K1aarop
Ecuv im ‘snipel KIAT[Op pajyur]

'$310)s 1931 0]

A[eroadsa “SpooyIoquSiou [enuapisal
01 Anwirxoxd 250[> Ut A[LIESS309U JON.
“pueiq 1ad $31018 00° T UBY) SSI] PIM
Arensn ‘sa101s Jo Iomjou Ia[[ewS
“S|ouUEYD QUI[UO dARY

awos A]uo ‘Spueiq [BUOIFa1 21E 1O\

"€202 ‘0 11y

JO SB pp8°6 JO $2103S JO IqUINU [R10],
'Spaau A[1ep 03 $59008

Asea Bupaoid  “spooysoquSiou

[eNUApISAI o Aywrxoxd
250[0 Ul pawoo]  APUIIUOAUO)
“sjouueyd

QUILIJO PUE JUIUO YOG YIM HIOMU
Q101S PasEq-AUNWIWOd IPLMUONEN

281040 pue u

AePO

189m0

1soyRiH

JBIPO

ArIPO

“syonpoud [aw awoy AIessa0au [[e UIRIqo 0} padeld
9q 0} PAaU ABW SIUBYOIAW JUAIAIJIP UM SI9PIO NN "UONIAAS
Jonpoid 1oy} pue SuBYoIAW Ay U0 Ajafae] Surpuadap 9 “$aL29013
ysoyy “sonpoid PloYasnoY “saBRIAI] PUE POO) JO ITUEL IPIM B IO
suuojieyd a01a10s A19AT[AP (11) ‘s1onpoid andaqieq pue jodioy swoy-je
ur uonezijerdads ou ym ‘syuarpaidur paredad pue spooj j009-0)-Apear
eaY-01-ApERI Yea-0)-ApERr Furpnjoul “S1onpoid [EAW AWOY A1 SNS
008 01001 Aparewirxoidde oIy Jo “000°8 01 000°Z JO IS [E10} B s
“Sjonpoid ploYasOY PuE ‘sITLIONIG PUE POO) “SILIIOIF Ysoy PpuULIq
JO oBuBI apIm © J91J0 A[urpw suLOpE[d 2IAWW09-0 A10018 Ysoi (1)

“ut azijeroads Aoy snpoxd oy pue usiopyeid oy uo
Surpuadop Appeaid Axea ues eury) ur suoged 9210WW0-0 U0 SS

“yojeIos woly Furyood jo Kof ayy
pue “A1911eA ‘SSAUYSAI] JO SIJAUAQ A} YA “YSIJ PUL JBIW ‘SI[qe1agan
Jo suapaiur paredaid pue (S[[EQ Sy pUE S[[EQIEAW  UZOL
*sSurgdump uazoy 2'1) spooy udzoxy Auewnd a1 yogm ‘sponpoid
RO QWIOY 218 ‘SMS (0] UBL) SSI] 10 ‘044G ULY) SSI[ A[[ENSN YOIYM JO
“s1onpoid Jo spuesno) Jo SpaIpuny Yiim Surjooo awoy [euonIpen 10
501190013 ysayy ‘passaooidun “papuriqun [jas AuewLd SIYIEW 194

‘w-Buiugp uey) dAISUSXD 210U A][ENSN 1B YOIYM
*K10A110p dn03queq pue Jodjoy 1930 sjurIneIsal Jo uoniod [ews e Au0

*KI0AT[oP 0§ S[qEINS 3G 10U
Aew SPOOJ UIRLIDO ISNBIAQ NUAUI UL-DUIP 3y} 0) Paedwiod pajiwi] d10un
11§ S1 KIDAI[OP 10§ J[QRIZAE SWI POO JO UONAIIS AL, SIA[ISWA
10 swaopie[d 201A10S boz_ov Aured-paiyy ySnoay sjeaw jo Asoarjap
w0y ap1A01d OS[e INq ‘SIIIAISS UI-DUIP UO SNDOJ A[[RISUST SJUBINEISY

-Aupenb pue saLI03a1Ed “SPUBIQ JO SULI2) Ul SABUBYD 210U A[PANE[I
01 1o0lqns 01 pusy suuagjo jonpord [Eow owoy syIEWLIAAAY
pue soyewadns ‘sionddns ur sOBUEYD PUE SI01BS [BUOSEAS 0} aN(

-suondo paSexoed pue ysay Jo Xiw © pue
“KIOLIEA “90UDIUGAUOD JO SIJAUAQ (IA “SPAOU PIOYDSTIOY PUE SILIDI0IT
ISIDAIP 199U 0} ‘SPO0J PAUUED PuR ‘Spooy payood paseyoed ‘(sjjeq
POOJRAS PUE S[[EQIEAL ‘SIS JeAW UZOY ‘sFurdwnp udzoly -'1) spooy
2201 ‘SPO0J 20UIUIAUOD U0 Pasnooy Auewnd sjonpoid 1iay 1 “sionpoad
eawr awoy d1e SIS 00S 01 001 Arewnxoxdde 10 ‘o0 uey) ssaf Apensn
YOIIM JO “000°0Z 01 000'T JO_ NS %101 © s “sionpoxd pjogasnoy
pue ‘s33e10A0q pue pooj PoSeyoed ‘SoLdI0IF Ysoy popuriquUN pue
Popueiq Jo aBUEI Opim © 130 AJurew spELLAdAY pue syEuLadng

“soouaiooid PUE SaISE) [EnpIAIpUI
AJsnes 01 SaUISINO pue SALI0FAILI JUAIIJIP WOIJ SHUAIPaIFUI Yorew pue
XIUI UBd pup SOLIEZUDS AN0aqueq puk 10d10y AWOY-1e 112y} 10§ dseyomd
10§ O[GEIBAT SILIOTOIED JO AJOLIBA IPIA B Py AJISEd UED SIOUNSUO.)
anoaqieq
_E 10dioy awog-te uy mu_:gu& swapasdur paredaid pue spooy
201 Surpnpour sjonpoud [eaut
autoy Jo auex aa1suayaIdUI0D & FuLRYO €707 | 0g Judy jo se m_o%oa
[eaW AwWoy JO SIS 00L A[Feau JO [R10) B YIIM ‘SIS [B10) SI JO [[e
J50We 10§ FunuNOdoE S1npoad [Eaw awioy Furpiaoid ur FurziEioads

(SULIdIO 19NPOJ [EIA SWOH

UPAING B IS0 12I4N0F

‘syonpolid [eaw dwoy se paz1i03aed

*sjonpoid papueiq-uou pue papuelq yioq

10350 A[[eiousd suuiogeld 00IWW0d-0 [BUONIPEL]. $1onpoid
POOJ 1OYI0 puUE SaLI00IR ysay a0 Ajurew suuopeld
S01A10S AIDAIISP PUE suopeld 2010WW00-d A190015 ysary
‘sjonpoid [eaw awory

uo snooj [e1oads & daey jou op sadA) asayy Iy "saroFaed
wpoid asipunpiat EE& Jo oFuer opim © o

bozsc () mo:moo_m ysaxy Bt ' Kqurew jeqy w::otma
2019WW05-3 A129015 Ysa1y (1) apnjour swiopyeld A21AWW0d-5

“s101ddns weansdn pue ‘SUORIPUOd 19YILIM “K)I[EUOSEIS U0
Burpuadop Apjeard A1ea jonpoid 2y jo swnjoa pue Ayfenb oy
0s “ssanddns pue s1ouLIEy [E90] WL AIOANP Pasanos A]fensn
212 ey S19npoid [RIMNOLSE 110 PuT *SIIqEIABAA “YsT ‘Teau
S ONS $OLI00IF SOy [BUOSEIS PAPUBIUN 15J0 A[[eatdA

*s1onpoid [eat WY U0 SNI0J [e1dads
ou ym “ooud 1SIMO] DY} 0] SIHI0IF Ysa1y Passavoadun
‘popurIqUN [[95 Ajurew S1yIEW 1om [eoIsAyd [euonIpeIL

“uondunsuod
deipawnwt 10j spnpoid 1ea-01-Apeal 191Jo ANSOJN “d[qe[ieAr
S9010UD [EOW JO SUOZOP Af[ensn ‘SSULIQIO nNUAW panwir

‘Bunedoid 10 Supjo0s 10§ spadU
AU} JNOYIIM SIIWNSUOD 10 S[BAW JO AIAI[dP dwoy dpiaoid
OS[E PUE ‘SIIIAIdS UI-QUIP UO SND0J AJ[eioudf sjueme)say

“spueiq snowea jo sonpoxd
PIOYISNOY PUE TeI0A0q PO0Y JO IBUEL IPIM © 130 A[UIRIN

“s1onpoad [aws auioy U0 30 [e13ds ou
qum “sonpoxd ployasnoy pue sadesanaq pue spooy pasexoed
531100015 YSO1 JO AIOLIEA IPIAL B I2JJO SAIOIS (1B [BOISKY

‘SIDWNSUOD 0} AN[IQISSI0E

PUB  2DUSIUGAUOD  SUIDUBYUD  HIOMIAU I0)S  JAISUAXD
ue pue sonpqedes wieyo Ajddns jsnqor Aq payenyong
*s3)se) 112y 01 Suipiosoe

orew pue Xiw 0 szownsuod Furmoyre ‘souuew doys dojs-ouo
© 1 owoy je spaau Fururp s,01doad o) Futiopeo pue uonvedaid
[POW JO 0OUAIUOAUOY pue  Adouoidige oyl Sutaoiduwi
uo_Suisnooy ‘sjonpord andaqreq pue jodjoy dwoy-1e
ur Burzijeioads pueiq spnpoid [eaw swoy doys-ouo Surpea] v

jou 2re syoytewradns £q plos sageroAaq pue spooj [ensed pagdeyoed ‘sjonpoid pjoyssnoy pue syoyreunradns pue sjoyIeuw jom £q plos saL10013 ysal) passadordun ‘A[3uiproooy ‘uondwnsuod a10jeq parmbar spoyow uoneredord
Q) Aq paurwIdIdp st yorym ‘sjyudrparsur paredard 10 spooj y000-01-Apear ‘Jeay-0)-Lpear ‘Jea-0)-Apeal 0] sSuojeq jonpoid ay) 1ayjoym uo paseq A[urewrid st ueAl[ng 2 3sol Aq s1onpoid [eaw woy s S[)3S JO UONBZLIOBIRYD Y, (1)

r210N

uopelg
221oWW0d-3

BN P

§991A198 A1APA
Jueanesay

soyavmIadAR
pue syyIewIadng

fuedwop ay,

:ureyo Addns pue yiomjou 31snqol s3I SuIseIdA9d[ pue syonpoid [eow owoy

Suropjo ur gurziperoads Aq sjonpoid [eowr awoy FurIajjo sidke[d IoYl0 WOIJ JIsIT saysInIunsip Auedwo) ay) Moy SaJensni[l M0[2q 3[qe) YL,

SuonIsod 19NIBIA ¥ SIdAR[J A3

111



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO CHANGE. THIS
DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

INDUSTRY OVERVIEW

Entry Barriers of China’s Home Meal Products Market

Branding. As consumer preferences shift towards established brands with strong
reputations, brand image is a key factor influencing consumers’ decision-making process and
differentiating from competitors. Additionally, branding plays a critical role in attracting
potential franchisees under the franchise business model. However, for new market entrants,
building brand recognition and awareness can present significant obstacles, effectively acting
as barriers to market entry.

Product Portfolio. In the home meal products market, a diversified product portfolio
serves as an entry barrier, showcasing a company’s strong capability to select and offer
products based on deep insights into consumer needs. Such a diverse portfolio enables
businesses to cater to the varied requirements of different customers through product
differentiation and well-honed R&D capabilities. However, this comprehensive strength is
cultivated over an extended period, making it difficult for new entrants to establish a similarly
diversified product portfolio in the short term.

Sales Channel. A comprehensive sales channel is crucial for the success in home meal
products market, the establishment of which requires strategic combination of factors such as
leveraging established brands, building trust over time, and implementing effective
management systems to ensure stability. For instance, an extensive network of physical stores
is critical for an omnichannel distribution strategy. Developing such an extensive sales channel
involves considerable investment in promotion, efficient management systems, and long-term
commitment to fostering relationships with customers. These factors pose specific barriers for
new entrants, who must establish themselves in terms of breadth and depth of sales channels,
as well as the efficiency of these channels.

Supply Chain Management. Strong supply chain management capabilities can help home
meal products providers better control product quality and safety, ensure timely fulfillment of
orders, and manage costs. An integrated supply chain covering raw material procurement,
production and processing, and distribution can significantly reduce costs and increase
operational efficiency, while improving the quality and stability of product supply. However,
building such a comprehensive system requires substantial time, expertise and investment.
New entrants face the challenge of establishing a robust supply chain management system that
ensures consistent raw material costs and quality control. Failure to adequately address this
challenge may jeopardize their product offerings and customer satisfaction, ultimately
reinforcing the entry barrier and hindering their ability to compete effectively in the industry.

Digitalization. Digitalization plays an instrumental role in streamlining operations,
optimizing resource allocation, and promoting data-driven decision-making. Companies with
digitalized core operations can better carry out quality control, increase operational efficiency
and provide high-value products and improved customer service. By leveraging digitalization
in operational management, companies can create competitive advantages and make it difficult
for new entrants to compete.
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Food Safety. In the home meal products market, food safety has become a paramount
concern for consumers. Ensuring food safety requires significant investment, expertise and
experience, as well as the establishment of a solid track record over time. This heightened
focus on food safety poses substantial challenges for new entrants, as they must navigate and
meet these rigorous requirements. As a result, food safety serves as a considerable barrier to
entry, making it difficult for newcomers to successfully compete in the market.

Investment. The significant investment required to establish a strong brand, develop an
efficient supply chain, create effective sales channels, ensure food safety, and retain top talent
presents a considerable barrier to entry in the home meal products market. Building a reputable
brand involves substantial marketing efforts and resources, while implementing a robust supply
chain demands expertise and investment in infrastructure and technology. Additionally, setting
up sales channels requires time, financial resources, and strong relationships with market
participants. Ensuring food safety involves compliance with stringent regulations, investment
in quality control systems, and continuous monitoring. Lastly, attracting and retaining top
talent necessitates competitive compensation packages and a supportive work environment.
Together, these factors contribute to the high barriers to entry, making it challenging for new
entrants to successfully compete in the market.
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