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Market over view — General

* Vietnam in 40 Seconds (Add the video)

* Vietnam has enjoyed strong economic growth
« 2015 GDP growth rate: 6.68%.

-f} + 15t half 2016 GDP: 5.5%
| (Severe drought: affecting agricultural production
and slower industrial growth)
* Population of over 92 million and over half aged
between 35 and below




Market overview
Beauty and Personal Care

* 90-95% of the market for international cosmetics products is centered in 2
big cities Ho Chi Minh City in the south and Hanoi in the north

* ~ 90% of cosmetics sold in the country are imported, representing 430
leading cosmetic brands. (NDHMoney 2012.) The main exporters to
Vietnam are Korea, EU, Japan, US and Thailand.

* The market share for cosmetics products by foreign countries is as
follows: Korea - 30%, EU - 23%, Japan 17%, Thailand - 13%, US - 10%, and
others - 7%



2015 Overview

* In 2015, beauty and personal care witnessed
slower growth compared with 2013 however
considered to be high and healthy

* high maturity in most product categories

* Higher buying power from rural areas
* Developing of the internet network and online retailing

* Consumer are willing to spend more on branded
(import) products




International vs local brands

* Domestic players struggle to compete with
international brands

- Domestic brands include Saigon Cosmetics, My
Hao Chemical Cosmetics and Thorakao of the
Lan Hao Company

* International companies continue to lead retail
value sales across beauty and personal care

* Local production of brand and non-brand
cosmetic products is very low compared with
the level of imported beauty products.
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Sales of Beauty and Personal Care by Category: Valu e 2010 — 2015

VND billion 2010 2011 2012 2013 12014 (2015

Baby and Child-specific
Products 502.6 603.9 707.5 843.4 968.8 1,097.2

Bath and Shower 1,609.9 1,847.9 2,090.2 2,378.6 2,628.2 2,876.2
Color Cosmetics 757.6 1,028.1 1,228.6 1,476.2 1,705.2 1,935.9
Deodorants 198.2 2441 288.7 345.5 396.4 452.2
Depilatories 7.1 7.9 8.6 9.5 10.6 11.7

Fragrances 771.7 1,010.1 1,196.0 1,397.2 1,581.4 1,768.1
Hair Care 2,436.7 2,866.2 3,295.0 3,811.4 4,313.9 4,788.5

761.0 933.4 1,102.0 1,294.5 1,471.6 1,647.3

Oral Care 3,578.6 4,268.2 4,998.7 5,932.0 6,780.8 7,554.5

Oral Care Excl Power
Toothbrushes 3,578.6 4,268.2 4,998.7 5,932.0 6,780.8 7,554.5

Skin Care 2,292.6 2,921.7 3,472.4 4,185.3 4,892.0 5,603.1
Sun Care 46.6 52.8 50.1 67.7 76.3 84.9

Premium Beauty and
Personal Care 1,895.8 2,491.4 2,972.5 3,619.3 4,230.4 4,854.4

Mass Beauty and Personal
Care 6,713.1 8,075.6 9,356.6 10,876.4 12,321.3 13,740.0

Beauty and Personal Care 12,524.8 15,217.9 17,759.1 20,914.4 23,872.5 26,741.2

Source: Euromonitor International from official statistics, trade associations, trade press, company research, store checks, trade interviews,
trade sources



Sales of Beauty and Personal Care by Category: % Va lue Growth 2010-2015

% current value growth 2014/15 2010-15 CAGR 2010/15 Total
Baby and Child-specific Products 13.2 16.9 118.3
Bath and Shower 9.4 12.3 78.7
135 206 155.5
141 179 128.1
104 105 64.4
118 180 1291
110 145 9.5
119 167 116.5
114 161 1111
Oral Care Excl Power Toothbrushes 114 16.1 111.1
145 196 144.4
113 127 822
Premium Beauty and Personal Care 14.7 20.7 156.1
Mass Beauty and Personal Care 11.5 15.4 104.7
Beauty and Personal Care 12.0 16.4 113.5

Source: Euromonitor International from official statistics, trade associations, trade press, company research, store checks, trade interviews, trade sources



Sales of Premium Beauty and Personal Care by Catego ry: Value 2010-2015

VNDbillion _ |2010 ____[2011 12012 (2013 2014|2015

Premium Baby and
Child-specific Products [ 9.7 12.7 16.9 22.3 27.4

Premium Bath and

Shower 38.8 46.0 54.7 63.1 71.9
Premium Colour

Cosmetics 242.4 339.3 430.0 575.7 682.1 793.7

12.3 15.4 18.5 225 26.2 30.3

535.1 709.6 848.6 999.5 1,137.5 1,278.8
78.8 96.2 118.9 146.0 171.9 195.7
982.6 1,277.0 1,491.2 1,795.9 2,117.5 2,444.9
4.8 5.5 6.6 8.1 9.9 11.7

Premium Beauty and
Personal Care 1,895.8 2,491.4 2,972.5 3,619.3 4,230.4 4,854.4

Source: Euromonitor International from official statistics, trade associations, trade press, company research, store checks, trade interviews, trade sources



Leading trends - Greater Demand for
Products Enriched With Natural Ingredients

* The demand is likely to remain and grow over the next few years.

* Vietnamese consumers believe that these products are safer, better
quality, environmental friendly and more effective.

* With rising disposable income, consumers are willing to pay more for
better quality products.




Natural Products
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Leading trends
Men’s Grooming Gains Rapid Popularity

- Men products are seeing increasing
demand. Male consumers have become
more aware of the appearance and
professional look

* The main reason is that social etiquette and
aesthetic standards have changed over the
years

* The media
* Higher disposable income

- Men’s grooming registered strong current
value sales growth of 14% in 2014.




Men’s Grooming
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Leading trends - unauthorized imported
products

* Grow strongly in 2015 due to the high
demand for high-class international
brands

* Most unauthorized imported products
are sold through Facebook or online
stores, which target the middle-income
segment

- Unauthorized imported products limit
beauty and personal care’s growth in
Vietham



Unauthorized imported products

Unauthorized parallel imported products at the Market Custom checked at the Store




Leading trends - Online Marketing and E-
commerce

* In 2016 Vietnam had 49,063,762
internet users, which is #13 in the world
and the largest number in Southeast '”ter”‘ffﬂi‘ff}ﬁCO“”W (2016)

See also: 2015 E

Asia. (www.InternetLiveStats.com) e Salons . s i, s o el . Sl bl

& Gounmny (2016) (% of Pop) (2016) (internetless) Change (%) 1Year Change 1Y Change

. 0 1 China 721,434,547 522% 1382323332 660,888,785 22% 15,520,515 0.46 %
L4 D r I Ve n by yO u n g p O p u | at I O n g rOWt h Of 2 India 462,124,989 348% 1,326,801,576 864,676,587 305% 108,010,242 1.2%
. ’ 3 u.s. 286,942,362 885% 324,118,787 37,176,425 1.1% 3,229,955 0.73%
internet and smart P hone : b ;v esaw  weses  7nases s1w
5 Jap 115111,595 Ni%n 126,323,715 11,212,120 0.1% 117,385 0.2%
6 Russia 102,258,256 3% 143,439,832 41,181,576 03% 330,067 «0.01 %
4 WO m e n a ge d 3 5 _44 ye a rS O I d a re t h e 7 Nigeria 86,219,965 46.1 % 186,987,563 100,767,598 5% 4,124,967 263%
] ] . B Germany 71,016,605 B8% 80,682,351 9,665,746 06% 447,557 <0.01 %
majority in terms of the number of S e T T
. . 10  Mexico 58,016,997 451 % 128,632,004 70,615,007 21% 1,182,988 1.27%
O n I I n e S h O p p I n g " France 55,860,330 864% 64,668,129 8,807,799 14% 758,852 042%
12 Indonesia 53,236,719 204% 260,581,100 207,344,381 65% 3,232,544 1.17%
° . 0 I 13 Viet Nam 49,063,762 52% 94,444,200 45,380,438 33% 1,564,346 1.07 % I
Apparel and cosmetics held 60% of the - e
. 15 Philippines 44,478,808 435% 102,250,133 57,771,325 44 % 1,855,574 1.54 %
amount of products paid for throu gh e- e e , . e
. . 17 laly 35,211,518 65.6 % 55,801,004 20,589,486 7% 666,922 0.01%
CO m m e rce We bS Ites I n 20 14 18 Iran 39,149,103 489% 80,043,146 40,894,043 T % 2,784.831 1.18%

* Popular site: Lazada, Sendo and Tiki.



Leading trends - Online Marketing and E-
commerce

* Facebook has played an important
role in brand building, product

launching and raising consumer 417
awareness.
- Strong development in 3G and N
internet networks, the increase of .
smartphones = the rising of online
shopping
.

Minus 417 Vietnam Facebook page




What kind of skin problem that
Vietnamese are concerned?

* Oily and acne skin
- Skin tone
* Pigmentation : melasma, freckle...

« Aging manifestations: dry skin,
wrinkle, sagging skin...




Market segmentation
(customer channels)

Buving power

* Age from 18- 25 spend ~ $20 — $35 UDS/ item ( Basic skin care)

 Age from 25 — 30 spend ~ $35 — S50 USD/ item (problematic skin care)
« Age from 30 — 37 spend ~ S40 - $S60 USD/ item (anti aging)

« Age from 37 — 60 spend ~ $50 - $S100 USD/ item (anti aging)




Where are we In the picture?
(Market position)

* Israel cosmetics brands are generally not well
recognized by Vietnamese consumers but
several brands (- 417, Moraz, Mommy care)

* Vietnamese consumers have not yet L

experienced Israel brands, therefore they are 2
still unclear where Israel products are \ \
positioned compared with other countries. \

However, the market potential for Israel
cosmetics is good.




Potential VS Challenges (Israel
products)

Potential Challenges
* Brands that carry organic and natural * The market is price sensitive and full of
and professional cosmetic low cost products

* Focus on the area of “cosmeceuticals”

9 gy _ * unauthorized imported products
or “derma cosmetic”, products for skin

care problems. Brands that invest in (smuggled)
R&D should emphasize it. * Israel is not well-known in Vietham
* The change in Customer behaviors * Currently Asian-made cosmetics are

* Whitening products ARE becoming more popular thqn European- made,
more and more important. Vietnamese because they believe those products are

are willing to pay a lot of money for more suitable to their skin.
quality whitening cosmetic products.



Distribution channels

 Authorized online shops

* Drug stores/ pharmaceuticals

* Counters in Department stores

* Online shops utilizing social media
» Spas/ Skin doctors




Authorized online shops

l é Strawberrynet”

fresh beauty

* This channel is normally used in

=MUA THEO HIEU

TRANGDIEM DUGNG TOC NUGCHOA DUGING DA NAM

combination with other physical
shops/ spas to boost the recognition
and sales of one distributor. In

Vietnam, this channel is used by
mainly un-known Japanese, Korean
brands, and it’s very difficult to

evaluate the quality or price ranges.
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Drug stores/ Traditional pharmacies

* There are 2 type of stores, private
and chain. Having products sold at
this channel, the distributors have to
bear a huge cost for advertising/
direct sales/ follow up activities. In

w_

return, they only give around 10% Traditional, private Pharmacy, MyChau'P}\arma

commission for the stores to make
up. This channel is used mainly for
medical cosmetics/ cosmetic with
laboratories labels from France, US,
and other European brands.




Counters In Department stores

Vietnam Department stores don’t import
directly from manufacturers. They simply
rent out the space. The distributors have to
bear the rental cost which occupy in
average 30% the sale prices. The practice
that Vietnamese distributors set for this
channel is that they will commit importing
a certain amount of order monthly and the
manufacturers have to share the cost of
rental or sometime they have to pay for
the rental. This channel can be considered
as a sales channel for luxurious brands.
Some distributors will invest in a proper
showroom which is usually their office.

Minus 417 in Vietnam



Online shops utilizing social media

* This channel at this moment is
considered as a very productive and
cost effective approach to bring the
product to the consumer. Apart from

Bici Cosmetic -
M§ Pham Chinh

its advantages in cost saving, market L

coverage, it can reduce the positionof

the products in the market and also o =

create the unclear competition with -

the other distribution channel. Most - e ey
of the products sold in this channel e Qe o
are the low-recognized or hand-

carried products from different A Facebook shop with 302,469 likes
countries.



Spas/ Skin doctors

This channel is mainly for products
with laboratories’ labeled products,
less for self-care products. This
channel can give the stability to
sales but require lot of investment
at beginning to train spas and
doctors. Normally, the distributors
will give out 30% of commission COGI6SUPER PACKAGE LANKIM LAS
apart from providing printed
marketing materials. Grace 5* Skin Clinic

Alma Laser at
Grace Clinic



Distribution Practices

Once suitable local distribution partners have been identified and selected,
an effective distribution strategy must be formulated and implemented.
There are three options

1. Exclusive national distribution
2. Non-competing regional distribution
3. Nationally tiered distribution




Do and Don'’t

DO Don’t

* Since the market in Ho Chi Minh City for * Expect for big revenue in first year
cosmetics and beauty products is much
larger than that of Hanoi, it is advisable

to select a primary distribution company

based in Ho Chi Minh City. * Expect for easy and fast product
registration procedure

- Expect to get down to business at the
first meeting or by email

* To serve the Hanoi market, a separate
sales agent may be required because of
the market’s different characteristics

 Support in Marketing for local distributor



Registration & Taxation

* Regulation

* Imported cosmetics and beauty products must be registered with the Ministry
of Health (MoH) for quality assurance and identification purposes

- Company registration: There are no regulations requiring foreign companies
to obtain registration prior to exporting cosmetics to Vietnam.

* Product registration: For products that fall under the cosmetic categories, the
exporter or importer must register each of the product with the MOH for
quality assurance purposes

* A permit must be obtained from the MOH to import the initial samples
required for the health and safety inspections and quality assurance
registration.



 Taxation: The Vietnamese Value Added Tax (VAT) is ten percent. The tariff rate is
20%- 25 % percent for cosmetics. The import duty on cosmetics products is
calculated on the CIF value of the shipment. The VAT tax on imported goods is
based on their CIF value plus the assessed import duty.

Please contact the Trade Mission in Vietnam for more information and Guideline




Cosmetic Delegation 2016

* Cosmetic Delegation is a 4 days event being held by the Economic and Trade mission
and EIT from the 11 to 14 July 2016 in Vietham with 2 days in Ho Chi Minh City and 2

days Hanoi,
* 3 Israeli Companies: Seesee (-417), Liv Unique, Moraz

* The program include: Luncheon with Media (~15 reporters), meetings with
Distributors, Distribution Channel Tour and Evening event in Hanoi “ The Beauty Secret
from Israel”




Lunchone with Medias Meeting with Distributors






The Event Beauty Secret from Israel 2016
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Israel Cosmetic Exposure day

Israel Cosmetic Exposure day in Vietham will be held in Ho Chi Minh City
and Hanoi .The purpose is to

* Present your new products and innovations to Vietnam market

* Connect with potential distributors for conference,B2B and 1-1 meeting

* Generate business leads from high-quality potential distributors/ customers that
attending.
* Get inspired and see market trends, ideas and comments from Clients

- Get market understanding and knowledge by looking into site visit and
participating in seminars conducted by industry leaders.




Potential partners
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About us,
The Economic & Trade Mission at the Embassy of Isra el in Vietham

* The Economic & Trade Mission at the Embassy of Israel in Vietnam aims to
enhance the business relations between the two countries by arranging a

wide range of activities through which mutual trust and cooperation can
be achieved.




How the trade mission can assist

* Consulting
* Business Matchmaking
- Market Intelligence




Consulting

Planning and Strategy

* Consult a comprehensive business plan for entry or expansion into the
markets

- Get ideas and cost-effective solutions to help achieve your business goals.

Legal and Regulatory Issues
- export licensing, export documents needs for shipping your products.
- certification requirements

Get assistance with customs-related issues
* Trade barrier or by market access issues or problems arise



Business Matchmaking

Contact Lists

- Identify potential partners.

* Market your firm directly to local companies.

Partner Search

* Identify and get local company reports.

* Determine the marketability of your product or service.
Customized meeting

* 1-1 meeting with pre-screened buyers, sales representatives, and potential
partners

Event, Trade show
* Provide list of Trade Shows, event in Vietnam and the region

 Attend and provide pre —schedule meetings with potential partners/ buyers at
the shows

* Organize trade show



In-Country Promotions

Advertise in our network including,
websites, Facebook and LinkedIn page

Feature your company on our local-
language Web sites.
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Market Intelligence

* Country and Industry Reports
* Customized Market Research

 Trade Data and Analysis
* Provide trade data/ report (annual/ quarter)
* Find industry-specific trade data
* Provide and update trade agreement information.




Contact Us

For further information
The Economic and Trade Mission, the Embassy of Israel in Vietnam
Add: 68 Nguyen Thai Hoc Str., Ba Dinh Dist., Hanoi, Vietnam
Tel: (84 4) 3843 3140 (ext. 513, 514)
Website: http://itrade.gov.il/vietnam
Email: Vietnam@israeltrade.gov.il

LinkedIn: http://vn.linkedin.com/pub/israel-economic-trade-mission-in-
vietnam/34/a93/839

* Facebook: https://www.facebook.com/IsraelinVietham




