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China’s and Fujian Province’s Macro Economy Overview
Nominal GDP of China

Nominal GDP (China}, 2019-2028E
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+ Entering 2020, the pandemic of COVID-19 has caused a certain impact on economic activities and sentiment in China.
Due to the government’s effective control of COVID-19, the economic performance of China remained positive in 2020
and further recovered in 2021. As a result, the nominal GDP grew at a CAGR of 6.3% from 2019 to 2023.

+ Going forward, the Chinese authorities are likely to maintain the consistency and stability of macroeconomic policies so
as to maintain macroeconomic stability. In the meantime, structural adjustment of the economy is predicted to be
pushed forward strongly by the Chinese authorities to improve quality and efficiency of economic development. The
Chinese economy is likely to transition from an investment-driven model to a consumption-driven model with the share
of final consumption in GDP picking up. According to the International Monetary Fund (the “IMF”) and Frost & Sullivan,
the Chinese economy is forecasted to grow at a CAGR of 5.6%from 2023 to 2028.

Source: National Bureau of Stalisiics, IMF (April 2023), Frost & Sullivan
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China’s and Fujian Province’s Macro Economy Overview
Per Capita Income

Per Capita Income {China), 2019-2028E
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+ Together with continuous growth in the economy and urbanization, the average income level of Chinese households has

also increased continuously in recent years. In 2023, the per capita annual disposable income increase to RMB39,218
from RMB30,733 in 2019, representing a CAGR of 6.3%.

+ The growing per capita disposable income has had a positive effect on Chinese residents’ purchasing power, further
encouraging the development of secondary and tertiary industries. By 2028, the per capita annual disposable income
level of Chinese households is expected to increase to RMB51,687, with a CAGR of 5.7% from 2023.

Source: National Bureau of Stalisiics, IMF (April 2023), Frost & Sullivan
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China’s and Fujian Province’s Macro Economy Overview
Per Capita Nominal GDP of China

Per Capita Nominal GDP {China), 2019-2028E
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+ China’s total population is expected to remain stable and hence growth of per capita nominal GDP is in line with the
growing Chinese economy. Per capita nominal GDP maintained its solid growth, and reached RMB89,358 in 2023.

+ In the future, due to the sound growth of the Chinese macro economy, per capita nominal GDP is also likely to maintain
a steady growth. According to the IMF, the per capita nominal GDP in China is predicted to reach RMB117,876 in 2028,
growing at a CAGR of 5.7% from 2023.

Source: National Bureau of Stalisiics, IMF (April 2023), Frost & Sullivan
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China’s and Fujian Province’s Macro Economy Overview
Per Capita Annual Expenditure

Per Capita Annual Expenditure {China), 2019-2028E
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+ Together with continuous growth in the economy and the disposable income of Chinese households, the per capita
household expenditure has also increased continuously in recent years. In 2023, the per capita household expenditure
increased to RMB26,796 from RMB21,559 in 2019, representing a CAGR of 5.6%.

+ The growing per capita disposable income has had a positive effect on the per capita household expenditure. In the
future, the per capita household expenditure is expected to continue to increase due to economic development and
increase of per capita annual disposable income. Frost & Sullivan estimates that by 2028, the per capita household
expenditure is expected to increase to RMB34,603, with a CAGR of 5.2% from 2023.

Source: National Bureau of Statistics, Frost & Sullivan
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China’s and Fujian Province’s Macro Economy Overview
China’s Population and Urbanization

Population and Urbanization {China}, 2019-2028E
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= China is the most populous nation in the word. In 2023, China’s total population reached 1,409.7 million. In the future, total population of China is
estimated to decrease at a moderate level, fall to 1,405.1 million in 2028.
= Due to rapid economic development and the influx of migrants from rural areas to developed areas, China’s urban population has been steadily
increasing. China’s rapid economic growth has fueled the unprecedented urbanization of its population since the 1990s. From 2019 to 2023, the
country’s urban population has increased from 848.4 million to 932.7 million, with a CAGR of 2.4%_ During the same period, the urbanization rate
in China increased from 60.6% to 66.2%.
= With continuous urbanization, the urban population is expected to maintain a CAGR of 1.9% from 2023 to 2028. Under the “The Fourteenth Five-
Year Plan for the National Economic and Social Development of the PRC and the Outline of Long-Term Goals for 2035 (Draft) ( § ¥ £ A K A4
B B R AR it 845 B o8 5 30035 F1 & H4E4E (E£) ) )raised in 2021, the urbanization rate is expected to increase no less
than 65.0% in 2025. Accordingly, Frost & Sullivan forecasts that China’s urban population is expected to reach 1,023.8 million by 2028, and the
urbanization rate is likely to increase gradually, reaching 72.9%. ) o ] )
Source: National Bureau of Stalistics, IMF (April 2023), Frost & Sullivan
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China’s and Fujian Province’s Macro Economy Overview
China’s Birth Rate

Birth Rate {China), 2010-2028E
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+ "Family Planning Policy", also known as the "One Child Policy", was once the central government's key population policy
in the late 1970s. The policy advocates delayed marriage and childbearing as well as fewer and better births, especially

one-child births.

+ However, since the 21st century, with the increase of the aging population and the disappearance of the demographic
dividend in China, the policy has gradually been relaxed, especially in well-developed regions. In late 2013, the Chinese
government announced that it would further relax the policy by allowing families to have two children if one parent is an
only child. By 2015, the Chinese government relaxed its decades-old child policy and allowed all couples to have two
children. And later in June 2021, a multi-child policy was issued to further boost fertility. Although the birth rate has been
declining in recent years, it is expected that with the gradual adjustment and improvement of the birth policy in the future,

the Chinese population will maintain a long-term balanced development.
Source: National Bureau of Statistics, Frost & Sullivan
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China’s and Fujian Province’s Macro Economy Overview
China’s Population by Age Groups

Population (Million)
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With China's declining birth rate, the population of those aged between 0 and 6 has fallen from 97.6 million in 2019 to
70.7 million in 2023, with a CAGR of -7.7%. And it is expected to fall further to 46.8 million in 2028, with a CAGR of -
7.9% from 2023 to 2028. The 0-6-year-old population accounted for 5.0% of China's total population in 2023, and is
expected to fall to 3.3% by 2028.

The population between 0 and 3 years of age is directly affected by the declining birth rate. In 2023, the population of
those aged 0-3 years reached 29.1 million, up from 46.8 million in 2019, with a CAGR of -11.2%. However, over the
forecast period, it is expected to decline to 21.4 million by 2028, with a CAGR of -6.0% from 2023 to 2028.

Source: National Bureau of Stalistics, IMF (April 2023), Frost & Sullivan
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China’s and Fujian Province’s Macro Economy Overview
China’s Aging Population

China’s Aging Population (Aged 65+), 2019-2028E
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+ As the birth rate declines and the average life span increases, China is experiencing an aging population, with the
population of people aged 65 and above increasing from 177.7 million in 2019 to 216.8 million in 2023, with a CAGR of
5.1%.

+ And it is expected to increase further to 241.8 million in 2028, with a CAGR of 2.2% from 2023 to 2028. The aging
population is gradually rising and accounted for 15.4% of China's total population by 2023. Frost & Sullivan estimates
that the proportion of the elderly population will continue to grow and is expected to increase to 17.2% by 2028.

Source: National Bureau of Stalistics, IMF (April 2023), Frost & Sullivan
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China’s and Fujian Province’s Macro Economy Overview
China’s Female Population Aged 15 to 64

China’s Female Population Aged 15 to 64, 2019-2028E
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* Female population aged 15 to 64 shows a slight decline from 486.9 million in 2019 to 469.6 million in
2023, with a CAGR of -0.9%. And it is expected to fall slightly to 468.7 million in 2028.

* From 2019 to 2023, the proportion of China's female population aged 15 to 64 in the total population
remained at about 33.4%, and it is expected that this proportion will continue to maintain over the
forecast period.

Source: National Bureau of Stalistics, IMF (April 2023), Frost & Sullivan
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Total Retail Sales of Consumer Goods (China), 2019-2028E

Total Retail Sales of Consumer Goods

China’s and Fujian Province’s Macro Economy Overview
Total Retail Sales of Consumer Goods
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Together with continuous growth in the economy and the disposable income of Chinese households, the total retail sales of consumer goods has also increased
continuously in recent years. In 2023, the total retail sales of consumer goods reached RMB47 2 trillion from RMB40 .8 ftrillion in 2019, representing a CAGR of
37%.

The continuous growth in the economy has had a positive effect on the total retail sales of consumer goods. Frost & Sullivan estimates that by 2028, the total
retail sales of consumer goods is expected to increase to RMB61.2 trillion, with a CAGR of 5.3% from 2023 to 2028.

E-commerce live streaming has emerged and is widely welcomed by PRC consumers, especially for categories such as beauty, fashion and consumption
goods. Live streaming and short video have integrated with various online channels in the PRC in recent years. For example, social media platforms and short
video platforms in the PRC, such as Weibo (#14), Douyin (# ), and Xiachongshu (.- 42 %), have cultivated an increasing number of KOLs alongside their own
prominent growth, and are seeking to capitalize on the “fan effect” of these KOLs by entering into the live streaming and short video industries. In addition, a
variety of industries began to embrace live streaming and short videos.

Through an extensive online marketing campaign, enterprises can rapidly appeal to potential customers located throughout the PRC and take advantage of the
PRC’s well-developed online sales and distribution network. Further, enterprises can also rapidly develop their brand equity, which will enable the enterprises to
have a greater appeal to household customers who often value well-known brands.

Source! National Bureau of Statistics, China Internet Network Information Center, Frost & Sullivan
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China’s and Fujian Province’s Macro Economy Overview
E-commerce Sales

E-commerce Sales (China), 2019-2028E
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The overall growth of China’s retail market is primarily driven by China's e-commerce market, which includes the e-commerce
sales of consumer goods and online consumption of service and entertainment, according to the Ministry of Commerce.

The e-commerce businesses have existed in China since the 1990s. China’s e-commerce sales experienced a rapid growth from
2019 to 2023, with a CAGR of 9.8%. In the future, the e-commerce sales is expected to increase from RMB15.4 trillion in 2023 to
RMB23.0 trillion in 2028, with a CAGR of 8.4%.

Under the impact of COVID-19 in 2020 and 2022, the growth rate of e-commerce market experienced a downward trend driven
by the decline in per capita annual disposable income, and thanks to the increasing number of internet users and the popularity
of online shopping, the growth rate of e-commerce sales is expected to maintain steady and reach 9.5% in 2028.

Source: Ministry of Commerce, Frost & Sullivan
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China’s and Fujian Province’s Macro Economy Overview
Development Trend of China’s E-commerce Platform

Social e-commerce is a new model in the
e-commerce industry. Merchants can
interact directly with consumers through
social media platforms. Consumers can
also share shopping experiences,
evaluate products and services, and
recommend products to friends on the
platform.

Social e-commerce provides active
search scenarios, allowing consumers to
gradually develop consumption
behaviors of purposefully searching for
products.

o E-commerce is Endowed with Social Attributes

2 Shopping Experience is Closer to Offline

Merchants/{Goods

o New opportunities for cross-border e-commerce

As technology develops and infrastructure
improves, advanced display technologies
and logistics and disfribution methods
have significantly narrowed the online
shopping experience and timeliness gap.

The rise of short videos and live
broadcasts (#2315 # 4%) has brought
a vivid way of presenting products, online
shopping has further converged with
offline shopping experience characterized
by two-way real-time interaction.

Live

stream

E-commerce Platform

Online
store

Cross-border e-commerce is one of the
important development directions of the
e-commerce industry. With the process
of globalization and the growth of
people's demand for overseas goods,
more and more e-commerce companies
have begun to participate in the cross-
border e-commerce market Covid-19 has
promoted the continued growth of online
retail peneftration in overseas markets,
showing new characteristics in
categories, directions, brands, channels,
efc.

Consumers
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China’s and Fujian Province’s Macro Economy Overview
Nominal GDP of Fujian Province

Nominal GDP {Fujian Province}, 2019-2028E
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* The growth trend of the local economy in Fujian Province is similar to that of the macro economy in
China. Fujian Province's nominal GDP grew from RMB4,239.5 billion in 2019 to RMB5,435.5 billion in
2023, with a CAGR of 6.4%. It is forecast to reach RMB7,219.5 billion in 2028, with a CAGR of 5.8%
from 2023 to 2028.

Source: Fujian Bureau of Sialistics, Frost & Sullivan
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China’s and Fujian Province’s Macro Economy Overview
Per Capita Nominal GDP of Fujian Province

Per Capita Nominal GDP {Fujian Province), 2019-2028E
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* Fujian Province's nominal GDP per capita is growing in line with the local economy. Per capita nominal GDP of Fujian
Province maintained solid growth, reaching RMB129,865 in 2023.In the future, due to the sound growth of the local
macro economy and local economy, Fujian Province's nominal GDP per capita is also likely to maintain steady growth. It
is forecast to reach RMB165,539 in 2028, growing at a CAGR of 5.0% from 2023.

Source: Fujian Bureau of Sialistics, Frost & Sullivan
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China’s and Fujian Province’s Macro Economy Overview
Per Capita Income of Fujian Province

Per Capita Income {Fujian Province}, 2019-2028E
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+ Along with continuous economic growth and urbanization, the average income level of households in Fujian Province
has also increased continuously in recent years. In 2023, Fujian Province's per capita disposable income increased to
RMB45,426 from RMB35,616 in 2019, representing a CAGR of 6.3%.

+ By 2028, Fujian Province's per capita disposable income is expected to increase to RMB57,772, with a CAGR of 4.9%
from 2023.

Source: Fujian Bureau of Sialistics, Frost & Sullivan
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China’s and Fujian Province’s Macro Economy Overview
Per Capita Annual Expenditure of Fujian Province

Per Capita Annual Expenditure (Fujian Province), 2019-2028E
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+ With the continuous growth of the economy and disposable income, the per capita household expenditure of Fujian
Province has also increased continuously in recent years. In 2023, per capita household expenditure in Fujian Province
increased to RMB31,869 from RMB25,314 in 2019, representing a CAGR of 5.9%.

» The increase in disposable per capita income has had a positive effect on per capita household expenditure. In the
future, per capita household expenditure in Fujian Province is expected to continue to increase due to economic
development and an increase in per capita annual disposable income. Frost & Sullivan estimates that by 2028, per
capita household expenditure in Fujian Province is expected to increase to RMB40,597, with a CAGR of 5.0%from 2023.

Source: Fujian Bureau of Sialistics, Frost & Sullivan
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China’s and Fujian Province’s Macro Economy Overview
Population and Urbanization of Fujian Province

Population and Urbanization {Fujian Province}, 2019-2028E
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+ The total population of Fujian Province reached 41.8 million in 2023, and is estimated to grow at a moderate level,
reaching 44.3 million in 2028.

* Due to rapid economic development and the influx of migrants from rural areas to developed areas, Fujian's urban
population has been steadily increasing. From 2019 to 2023, Fujian’s urban population increased from 26.4 million to
29.7 million, with a CAGR of 3.0%. During the same period, Fujian Province's urbanization rate increased from 66.5% to
71.1%. With continuous urbanization, Fujian's urban population is expected to maintain a CAGR of 2.4% from 2023 to
2028. Accordingly, Frost & Sullivan forecasts that Fujian Province's urban population is expected to reach 33.5 million by

2028, and the urbanization rate is likely to increase gradually to 75.6%.
Source: Fujian Bureau of Sialistics, Frost & Sullivan
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Global Hygienic Disposables Market
Market Size and Growth of Global Hygienic Disposables Market

Market Size of Global Hygienic Disposables Market, 2019-2028E
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During the unprecedented disruption caused by the COVID 19 pandemu: in 2020, the global economy experienced

significant challenges. The repercussions on the global supply chain for disposable absorbent hygiene products were
profound, leading to substantial disruptions. These disruptions impacted the procurement of raw materials and the
distribution of finished goods, thereby affecting the availability and accessibility of these products to consumers. The
pandemic-induced constraints on production capabilities, coupled with limitations in transportation and logistics, contributed
to a diminished capacity to meet market demand. Consequently, the market size of the global disposable hygiene products
experienced a decline from 2019 to 2022.

+ The global consumer market for disposable absorbent products is experiencing a gradual resurgence after the COVID-19
pandemic. With the epidemic progressively coming under control, manufacturing activities for disposable absorbent
products have rebounded. Heightened consumer focus on health and personal hygiene has steered purchasing
preferences towards hygiene and personal care products. Consequently, this shift has precipitated an upsurge in market

demand for disposable absorbent products, culminating in an upward trajectory in market size from 2022 to 2023.
Source: IMF(Aprit 2024) , Frost & Sullivan
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Global Hygienic Disposables Market
Market Size and Growth of Global Hygienic Disposables Market (Cont.)

* Despite the economic fluctuations, the impact of the COVID-19 pandemic and fluctuations in raw material prices, the
market size of the global hygienic disposables market still increased slightly from US$240.0 billion in 2019 to US$249.1
billion in 2023, representing a CAGR of 0.9%. It is expected to reach US$292.1 billion in 2028, representing a CAGR of
3.2% from 2023.

+ In the Asian region, despite a marginal reduction in market size from US$94.1 billion in 2021 to US$88.0 billion in 2022, the
region continues to play a significant role in the global hygienic disposables market, commanding a market share of 36.8%
in 2023. With population growth and an increasing focus on hygiene awareness, the market is poised for recovery,
expected to reach US$111.8 billion by 2028, with a CAGR of 4.1% from 2023.

» Europe, however, withessed a more substantial decline in market size, from US%$60.4 billion in 2021 to US$55.4 billion in
2022. Nevertheless, a recovery is expected, and the market is expected to reach US$67.9 billion in 2028, with a CAGR of
2.3% from 2023.

Source: IMF(Aprit 2024) , Frost & Sullivan
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China’s Hygienic Disposables Market

Definition and Classification

Hygienic disposables refer to disposable hygiene products that come into direct contact with the human body, primarily composed of
materials such as fluff pulp, nonwoven fabric, highly absorbent resin, and other components. They feature a layered structure
consisting of a surface layer, an absorbent core layer, and a leak-proof bottom film layer, designed to absorb and collect human

excretions.

Divided by target consumers, hygienic disposables mainly refer to babycare hygienic disposables, feminine care hygienic
disposables and adult incontinence disposables.

Classification of Hygienic Disposables

Baby diapers

Baby pants

Baby diaper pads and
others

Sanitary pads

Panty liners

Sanitary

Tampons

Adult Diapers

Adult pull-ups

Adult incontinence pads

Source: Frost & Sullivan
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China’s Hygienic Disposables Market
Value Chain
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The value chain of the hygienic disposables market in China includes upstream raw material supply, midstream absorbent hygiene product
manufacturers and suppliers, and downstream end customers.

In the manufacturing and processing process, OEM (Original Equipment Manufacturer) and OEM (Original Equipment Manufacturing) modes are
commonly used for absorbent hygienic disposables. Hygienic disposables suppliers can outsource production to selected domestic third-party
manufacturers under OEM arrangements |, allowing these suppliers to focus their resources on research and development, product planning and
design, branding and marketing, and sales and distribution.

In the distribution process, the distribution channels for hygienic disposables include third-party pureplay digital platforms, brands official websites,
key account {the "KA") channels (such as supermarkets and hypermarkets), brand direct-sale chain stores, mother and baby stores, among
others, to reach end customers.
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China’s Hygienic Disposables Market
Sales Value and Growth of Hygienic Disposables Market

Sales Value of Hygienic Disposables by Category (China), 2019-2028E

CAGR 19-23 CAGR 23-28E

Sales Value of Hygienic Disposables -2.0% 2.5%
Babycare hygienic disposables -9.6% 2.8%
200 - Feminine care hygienic disposables 3.8% 1.5%
—_ B Adultincontinence disposables 10.9% 5 3%
o
Sl
c= 144.2 145.2 148.0
g3 150 - 1421 133.6 1976 130.9 134.2 138.2 141.7
=4 .
=2 56 5 58.0
5 4004 755 714 606 505 504 51.5 533 T
28
T o
> 3
2e 01 o, 61.3 61.8 65.0 66.3 677 68.9 700 71.0 716
n L :
()

2019 2020 2021 2022 2023 2024E 2025E 2026E 2027E 2028E

+ Hygienic disposables s include babycare hygienic disposables, feminine care hygienic disposables and adult incontinence
disposables. Affected by the continuously decreasing birth rate and the severe impact of the COVID-19 epidemic in China, from 2019
to 2023, the sales value of China‘s babycare hygienic disposables market decreased from approximately RMB75.5 billion to RMB50.4
billion, with a CAGR of approximately -9.6%. As a result, the sales value of the hygienic disposables market decreased slightly from
approximately RMB142.1 billion in 2019 to RMB130.9 billion in 2023, representing a CAGR of approximately -2.0%. It is expected to
reach approximately RMB148.0 billion in 2028, representing a CAGR of approximately 2.5% from 2023.

+ Adult incontinence disposables market is the fastest growing subset of the hygienic disposables market, whose sales value grew from
approximately RMB9.4 billion in 2019 to RMB14.2 billion in 2023, representing a CAGR of approximately 10.9%. It is expected to
reach approximately RMB18.4 billion in 2028, representing a CAGR of approximately 5.3% from 2023.

Source; China Paper Associalion (CPA), National Bureau of Stalisiics, Frost & Sullivan
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China’s Hygienic Disposables Market
Sales Value and Growth of Hygienic Disposables Market (Cont.)

The negative CAGR for China’s hygienic disposables market from 2019 to 2023 was primarily due to the contraction in the babycare
hygienic disposables segment from 2019 to 2022 and the impact of the COVID-19 pandemic. The babycare hygienic disposables
market decreased from approximately RMB75.5 billion in 2019 to RMB50.5 billion in 2022, with a CAGR of approximately -12.5%. The
market size of babycare hygienic disposables was RMB50.4 billion in 2023, which was only a slight decline of 0.2% from 2022. In
contrast, the feminine care hygienic disposables market and adult incontinence disposables experienced growth during this period.

With the implementation of the three-child policy in August 2021 and the introduction of more government policies to support childbirth,
the declining birth rate trend is expected to alleviate and gradually reverse. In addition, as Chinese consumers’ purchasing power
increases and the demand for higher-quality babycare hygienic disposables rises, higher-priced baby pants have emerged and gained
popularity in China's babycare hygienic disposables market due to their distinct features and functionalities. The rebound in fertility rates

and the increase in the frequency of baby pants consumption are expected to drive the growth of China’s hygienic disposables market
from 2023 to 2028.

Source; China Paper Associalion (CPA), National Bureau of Stalisiics, Frost & Sullivan
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China’s Hygienic Disposables Market
Market Size of China’s Baby & Feminine Care Hygienic Disposables Market

Market Size of Baby & Feminine Care Hygienic Disposables Market by Sales Channels (China), 2019-2028E
CAGR 19-23 CAGR 23-28E
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+ The baby & feminine care hygienic disposables market can be classified into online and offline markets based on channel
segmentation. From 2019 to 2023, the online and offline sales channels for baby & feminine care hygienic disposables
have changed significantly. The online market increased from approximately RMB39.7 billion in 2019 to RMB54.8 billion in
2023,representing a CAGR of approximately 8.4%, and accounted for 47.0% of the baby &feminine care hygienic
disposables market in 2023. Meanwhile, offine market for baby &feminine care hygienic disposables declined from
approximately RMB93.0 billion in 2019 to RMB61.9 billion in 2023, with a CAGR of approximately -9.7%.

Source: National Bureau of Stalisiics, China Paper Association (CPA), , Frost & Suflivan
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China’s Hygienic Disposables Market
Market Size of China’s Baby & Feminine Care Hygienic Disposables Market (Cont.)

+ In the digital era, consumers are increasingly gravitating towards online shopping, especially for daily necessities, including
baby & feminine care hygienic disposables. Online retailers offer competitive pricing, often with additional discounts and
deals, making the online shopping experience not only time-saving but also cost-effective. In the forecast period (being 2024
to 2028), the online retail sales value of the baby & feminine care hygienic disposables is expected to reach approximately
RMB75.7 billion in 2028, with a CAGR of approximately 6.7% from 2023 to 2028. The offline retail sales value of the baby &
feminine care hygienic disposables is expected to decline further to approximately RMB53.9 billion in 2028, with a CAGR of
approximately -2.7%. The online market and the offline market are expected to account for approximately 58.4% and 41. 6%,
respectively, of the total market in 2028.

+ The reduction in the proportion of offline sales does not inherently signify a contraction in the overall market size. As e-
commerce becomes more widespread, offering consumers the benefits of convenience and accessibility, sales of babycare
and feminine care hygienic disposables are increasingly shifting to online channels. This trend has reduced reliance on the
offline market. However, the expansion of online sales channels has the potential to offset the decline in offline market share,
thus maintaining or even strengthening the total hygienic disposables market size.

Source: National Bureau of Stalisiics, China Paper Association (CPA), , Frost & Suflivan
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China’s Hygienic Disposables Market
Sales Volume and Growth of Hygienic Disposables Market

Sales Volume of Hygienic Disposables (China), 2019- Hygienic Disposables Sales Volume Structure (China),
2028E 2019-2028E
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+ Affected by the continuously decreasing birth rate and the severe impact of the COVID-19 epidemic in China, from 2019 to
2023, the sales volume of China's babycare hygienic disposables market decreased from 39.4 billion pieces to 25.8 billion
pieces, with a CAGR of -10.0%. As a result, the sales volume of the hygienic disposables market decreased slightly from
164.7 billion pieces in 2019 to 157.3 billion pieces in 2023, representing a CAGR of -1.1%. It is expected to reach 159.2
billion pieces in 2028, representing a CAGR of 0.2% from 2023.

+ Adult incontinence disposables market is the fastest growing subset of the hygienic disposables market, with sales volume
grew from 5.4 billion pieces in 2019 to 8.9 billion pieces in 2023, representing a CAGR of 13.3%. It is expected to reach
10.9 billion pieces in 2028, representing a CAGR of 4.1% from 2023. The percentage of adult incontinence
disposables’ sales volume in relation to the overall sales volume also increased from 3.3% in 2019 to 5.7% in 2023, with
expectations to reach 6.8% by 2028.

Source; China Paper Associalion (CPA), National Bureau of Stalisiics, Frost & Sullivan
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China’s Hygienic Disposables Market
Policies and Regulations

.|
Issued

*+ Enhancing Quality and Promoting Equity: Prioritizing the
improvement of the quality of healthcare service delivery,
expediting the expansion of high-quality medical and

. . State Council of the People’s healthcare resources, and striving for a more balanced

The 14th Five-Year National Health Plan . . . T S ! :
(“+wzr 8RR 2022 Ijepubllc of China regional distribution. This includes continually enhancing the
FEARLE B SR fairness and accessibility of basic healthcare services,

thereby narrowing the disparities in resource allocation,
service capacity, and overall health levels among urban and
rural areas, regions, and different demographic groups.

* Starting from January 1, 2020, provisional import tax rates

Adjustment Plan of the Temporary Import Tax Rates for Mlnlstfy of Fmance of the were applied to 859 items of goods (excluding goods subject
2020 2020 People’s Republic of China to tariff quotas). Among these, baby diapers and adult
(20205 oG TREFHEFE) FEA R e B 0F #30 4 : g . baby diap

diapers were granted a zero tariff.

Notice on Further Strengthening Quality and Safety

Supervision Inspections of Daily Plastic Products, State Administration for Market : . . :
Children's Toys, and Hygiene Products 2019 Regulation * Enhancing random inspection efforts for everyday plastic
I j&ﬁ'#i&ﬂu’gﬁ HRBRE & 0 &5, ke B %S B R S R B products, children's toys, disposable hygiene products, etc.

HERAAREL LT RENBL)

National Development and
Reform Commission

PEARLFERXERHELE

*  Supporing brand evaluation research with a focus on
nurturing consumer product brands In the fields of adult and
babycare hygienic disposables,

Guiding Opinions on the Development of the Industrial H } ) .
Textileglndgstry during the 13th Five. Year Plan 2017 FAE * Expanding the market penetration of domestic supply for

e e e ~ . - products catering to the elderly and individuals requiring
(EERNGHRSEE 22" BRALEEA) Ministry of Industry and

Information Technology of the care.

People’s Republic of China
FE AR B LE HAEEH

* Introducing stringent safety standards for babycare hygienic
disposables and nurturing the growth of domestic brands.

Consumer Goods Standards and Quality Enhancement State Council of the People’s  +  Accelerating the standardization of Feminine Absorbent
Plan (2016-2020) 2016 Republic of China Hygiene products to improve the quality of domestic brands.
CHE Btz FRA4AF (2016—20204) } o EAR LB B SR » Emphasizing the promotion of standardized development for

products catering to the elderly and individuals requiring care,
while enhancing quality management.
Source: Frost & Sullivan
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China’s Hygienic Disposables Market

Market Drivers

i Impact Impact
Key Drivers P P
(1-2 years) (3-5 years)
1 Rising purchasing power and consumption upgrade Medium Medium
2 Growing penetration of babycare hygienic disposables High High

Rising purchasing power of

women and families with
infants:
Growing penetration of

babycare hygienic disposables

Implementation of the three-
child policy and supporting
measures

As women's economic empowerment continues to rise, coupled with the focus on child health and well-being,
there’'s a notable surge in expenditure on high-quality hygienic disposables for both infants and mothers. According
to Frost & Sullivan, the consumption expenditure per household on hygienic disposables is expected to grow from
RMB254 .5 to RMBZ298.0 from 2023 to 2028, with a CAGR of approximately 3.2% . This demographic segment's
inclination towards premium and specialised products, coupled with their increasing disposable income,
significantly contributes to the expansion of the domestic market for absorbent hygiene items tailored for babies
and women.

China’'s market for babycare hygienic disposables has shown consistent growth in its market penetration, reaching
approximately 86.5% in 2023 and projected to climb to approximately 92.7% by 2028. As parental awareness
regarding diverse babycare hygienic disposables expands, it triggers a surge in market demand, contributing
significantly to the continual expansion and development of the babycare hygienic disposables market.

In pursuit of balanced and sustained population growth, the State Council issued the "Decision on improving birth
policies to promote long-term and balanced population development" in 2021 to implement the three-child policy
and several incentives to further adapt to the new changes in the population structure and the requirements for
high-gquality development. The implementation of the three-child policy, and tax reductions to stimulate growth in
the babycare hygienic disposables market.

Source: Frost & Sulfivan
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China’s Absorbent Hygienic Disposables Market
Market Drivers

. Impact Impact
Key Drivers P P
(1-2 years) (3-5 years)
1 Rising purchasing power and consumption upgrade Medium Medium
2 Growing elderly population and increased penetration ) )
rate of incontinence High High
3 Rapid growth of e-commerce and digital marketing High Medium

Per capita disposable income plays a crucial role in shaping a nation's purchasing power and driving the trend
towards increased consumption. In the coming years, as consumer awareness of personal hygiene continues to
grow and disposable incomes increase, the overall market for disposable hygiene products is poised for continued
expansion.

In addition, the pursuit of an improved quality of life by middle- to high-income consumers will stimulate the growth
of mid- to high-end brands and manufacturers in the disposable hygiene product sector. ¥When comparing per
capita disposable income, there is currently a significant disparity between China and countries such as Japan
and the United States. Nevertheless, China's consistently high year-on-year growth rates provide ample
opportunities for the disposable absorbent hygiene product market, both in terms of pricing and volume.

Rising purchasing power and
consumption upgrade

The expanding elderly population and the concurrent rise in incontinence prevalence significantly affect China's
domestic absorbent hygienic disposables market. The proportion of the elderly population aged 65 and above
increased from 12.7% in 2019 to 15.4% in 2023. As the number of elderly individuals increases, so does the
incidence of incontinence problems in this demographic. This surge in the eldery population, coupled with
increased awareness and acceptance of incontinence-related concerns, is driving a substantial demand for high-
gquality absorbent hygienic disposables tailored to elderly care. This demographic shift and the increased
recognition of the need for specialized hygiene items contribute in particular to the growth of China's domestic
market for absorbent hygienic disposables that address the needs of the eldery population.

Growing elderly population
and increased penetration rate
of incontinence

The development and expansion of different sales channels have made a wider range of absorbent hygienic
disposables more accessible to consumers across China and have increased the frequency of consumption of
products. While traditional sales channels (KA channel, specialty channel, etc.) are, and will remain as important
sales channels for absorbent hygienic disposables, e-commerce channels are growing rapidly benefiting from
consumers habits of online shopping as well as the greater convenience and accessibility offered by such
channels. In addition, absorbent hygienic disposables companies will continue to launch digital marketing
campaigns to promote their brands and products to reach a wider range of consumers. Source: Frost & Sullivan

Rapid growth of e-commerce
and digital marketing
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China’s Hygienic Disposables Market
Future Trends

Growing usage of sustainable and eco-

Continuous improvement of

Increasing penetration of domestic hygienic

friendly raw materials

 With increasing environmental
awareness and concerns among
consumers and manufacturers,
there is a notable shift towards
more sustainable and eco-
conscious sourcing of raw
materials for hygienic disposables.
This trend is expected to drive the
development and adoption of
innovative, environmentally
friendly materials and production
methods, catering to the demand
for products that have a reduced
environmental footprint and are in
line with global sustainability goals.

disposables brands

The rising penetration of domestic
hygienic disposables hygiene products
brands is another upcoming trend in
China's hygienic disposables market.
This trend is further supported by the
“Guiding Opinions on the Development
of the Industrial Textile Industry during
the 14th Five-Year Plan” issued in 2022
by the National Development and
Reform Commission and the Ministry of
Industry and Information Technology.
These  guidelines highlight  the
governments focus on fostering
domestic consumer product brands,
and is expected to drive the growth of
local hygienic disposables brands and
increase their presence in the market.

industry standards

The Chinese government s
actively revising standards for the
hygiene products industry to
advance industrial upgrades and
raise consumer product standards
and quality. To meet evolving
consumer demands,
manufacturers in China’s hygienic
disposables market are expected
to establish and adhere to more
stringent quality and safety
standards. This commitment to
the continuous improvement of
industry standards will serve as a
cornerstone for the high-quality
development of the hygienic
disposables sector.

Source: Frost & Sullivan
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China’s Hygienic Disposables Market
Opportunities and Challenges

Opportunities and Challenges

Growing elderly

As the number of elderly individuals increases, coupled with increased awareness and acceptance

of incontinence-related concerns, is driving a substantial demand for high-quality hygienic

population and disposables tailored to elderly care. This demographic shift and the increased recognition of the

increased penetration need for specialised hygiene items confribute in particular to the growth of China's domestic market

rate of incontinence for hygienic disposables that address the needs of the elderly population.

The development and expansion of different sales channels have made a wider range of hygienic

disposables more accessible to consumers across China and have increased the frequency of
Rapid growth of e-
pid g consumption of products. While traditional sales channels (KA channel, specialty channel, etc.) are,

commerce and digital and will remain as important sales channels for hygienic disposables, e-commerce channels are

marketing growing rapidly benefiting from consumers’ habits of online shopping as well as the greater
convenience and accessibility offered by such channels.
Source: Frost & Sullivan
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Competitive Landscape of China’s Hygienic Disposables Market
Ranking and Market Share of China’s Hygienic Disposables Providers

Ranking and Market Share of Top Five Hygienic Disposables Providers

in terms of Sales Value of Hygienic Disposables (China), 2023

Market Concentration, 2023
In terms of Sales Value of Hygienic Disposables in China Sales Value (RMB Billion) Market Share (%)

100% wmlp- Company C _ 14.8 11.3%
Top five  SECEgL Company D _ 13.4 10.2%
Company E _ 10.5 8.0%

Others  60.6% Company F - 7.0 53%
Company G - 6.0 4.6%

Top five Subtotal: RMB38.7 billion 39.4%

2023
Total Market Size: RMB 130.9 biffion

Company C is a subsidiary of a NYSE listed company, founded in 1993. It specializes in a wide range of personal healih/consumer health, and personal care and hygienic disposables.
Company D) is a subsidiary of a NYSE listed company, founded in 1872. It is an American muliinational personal care corporation that produces mostly paper-based consumer producis.
Company E is a HKEX listed company, founded in 1985 in China and headquartered in Fujian province. It specializes in personal care and hygienic disposables.

Company F is a private domestic company, founded in 2014 and headquartered in Zhejiang Province. If principally provides supplementary nutrition, maternal and infant health care
products, maternal and infant consumer products and other products.

Company G is a subsidiary of a Tokyo Siock Exchange listed company, founded in 1961, It specializes in a wide range of personal care and pet care products.

+ The hygienic disposables market in China was relatively concentrated, with the top five hygienic disposables providers
accounting for an aggregate market share of 39.4% in terms of sales value in 2023.

Nofe:

Ha Lo P -

o

+ In 2023, the Company’s market share in terms of sales value in the hygienic disposables market in China was 0.2%.

Source: China Paper Association (CPA), Frost & Sullivan
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China’s Hygienic Disposables Export Market
Sales Value of Hygienic Disposables

Sales Value (Value-added Tax inclusive) of Hygienic Disposables by Export and Domestic Sales (China), 2019-2028E

Sales Value of

CAGR 19-23 CAGR 23-28E

Sales Value of Hygienic Disposables 1.0% 3.4%
Export 12.8% 6.9%

= B Domestic Sales 1.3% 239
o 98.6 - .
i 80 - . : 14.0 17.3 . '
I3
e
4y}
[F2)
o)
2 4071
]
O
o
&
(=] 0
% 2019 2020 2021 2022 2023 2024E 2025E 2026E 2027E 2028E

Revenue generated from the manufacturing of absorbent hygienic disposables, indicative of sales value, increased from
RMB92.5 billion in 2019 to RMB96.3 billion in 2023, demonstrating a CAGR of 1.0%. Projections indicate a further increase
to RMB113.6 billion by 2028, representing a CAGR of 3.4% from 2023.

At present, the sales value attributed to exports experienced substantial growth, surging from RMB12.6 billion in 2019 to
RMB20.4 billion in 2023, marking a notable CAGR of 12.8%. Forecasts predict a continued upward trajectory, reaching
RMB28.5 billion by 2028, with a CAGR of 6.9% from 2023. Moreover, the share of export value relative to total sales value
rose from 13.6% in 2019 to 21.2% in 2023 and is expected to rise to 25.1% by 2028.

Source: China Paper Association, General Administration of Customs, Frost & Sullivan
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China’s Hygienic Disposables Export Market
Export Value of Hygienic Disposables

Export Value (Value-added Tax inclusive) of Hygienic Disposables by Category (China), 2019-2028E

CAGR 19-23 CAGR 23-28E

Export Value of Hygienic Disposables 12.8% 6.9%
Adult incontinence disposables 91% 8.9%
Feminine care hygienic disposables 11.8% 47%
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+ The export value of hygienic disposables increased significantly from approximately RMB12.6 billion in 2019 to
approximately RMB20.4 billion in 2023, representing a approximately CAGR of 12.8%. It is expected to reach
approximately RMB28.5 billion in 2028, representing a CAGR of approximately 6.9% from 2023.

+ Babycare hygienic disposables export market is the fastest growing subset of the hygienic disposables export market,
which grew from approximately RMB7.0 billion in 2019 to RMB12.0 billion in 2023, representing a CAGR of approximately
14.4%. It is expected to reach RMB17.0 billion in 2028, representing a CAGR of approximately 7.2% from 2023.

Source: General Administration of Customs, Frost & Sulfivan
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China’s Hygienic Disposables Export Market
Export Value of Hygienic Disposables

Export Value of Hygienic Disposables by Regions {China}, 2019 vs 2023 vs 2028E

B ASEAN
B United States
- Russia
Japan
Taiwan, China
Others 39.0%
45.3%
60.2%
2.0%
2.0%
China’s export value of hygienic China’s export value of hygienic China’s export value of hygienic
disposables (2019) = RMB12.6 billion disposables (2023) = RMB20.4 billion disposables (2028E) = RMB 28.5 billion

+ The primary export destinations for China's hygienic disposables are ASEAN, the United States, and Russia. The
percentage share of China's exports of hygienic disposables to these three regions changed from 19.7%, 10.7%, and 4.6%
in 2019 to 31.6%, 10.4%, and 9.1%, respectively, in 2023. This growth is attributed to China's advancements in production,
technology, and strengthened trade relations, which have provided more export opportunities. It is projected that by 2028,
the export proportions of China's hygienic disposables to these three regions are expected to reach 33.0%, 13.0%, and
11.0%, respectively.

Note: ASEAN includes Brunei, Cambodia, Indonesia,  aos, Malaysia, Myanmar, Philippines, Singapore, Thailand and Vietnam.

Source: General Administration of Customs, Frost & Sulfivan
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China’s Hygienic Disposables Export Market
Export Value of Hygienic Disposables to Russia

Export Value of Hygienic Disposables to Russia (China), 2019-2028E
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+ The export value of hygienic disposables from China to Russia has experienced remarkable growth, surging from approximately
RMBO0.6 billion in 2019 to RMB1.8 billion in 2023, indicating a remarkable CAGR of approximately 31.6%. This substantial increase can
be attributed to several factors, including heightened demand for quality hygiene products in the Russian market, improved trade
relations, and the commendable reputation of Chinese manufacturers for delivering reliable and cost-effective products. As such, it is
expected to reach approximately RMB3.1 billion in 2028, representing a CAGR of approximately 11.5% from 2023.

Source: General Administration of Customs, Frost & Sulfivan
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China’s Hygienic Disposables Export Market
Export Value of Hygienic Disposables to Russia (Cont.)

+ Itis noted that the annual export values of hygiene disposables from China to Russia during the period 2019 to 2021 (i.e. the
period before the imposition of the International Sanctions) were stable about approximately RMBO0.5 billion to RMBO.6 billion.
Following the imposition of the International Sanctions in early 2022, Chinese exports to Russia have significantly increased
to approximately RMB1.4 billion in 2022 (133.3% year-on-year increase) and RMB1.8 billion in 2023 (28.6% increase). Such
growth was largely driven by the increasing sale orders from Russian retailers and local diaper brands to fill the gap in
market demand amid the exodus of global brands in Russia following the imposition of the International Sanctions. Since
Russian local diaper brands and retailers are more willing to engage independent contract manufactures instead of their
competitors’ manufacturing partners (i.e. the OEM manufacturers of the leading global diaper companies) in China, the
growth in export values of hygiene disposables from China to Russia has largely been captured by independent Chinese
contract manufacturers.

+ Despite the low birth rate in Russia, private label babycare products have gained significant popularity in Russia as
consumers seek more affordable options. Many Russian retailers have experienced rapid growth in demand for private-label
products, driven further by raw material shortages and higher logistics costs. This trend could help offset the impact of the
declining birth rate.

Source: General Administration of Customs, Frost & Sulfivan
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China’s Hygienic Disposables Export Market
Market Drivers

. Impact Impact
Key Drivers (1-2 Sears) (3-5 Sears)
1 Cost competitiveness High High
2 Technological advancements High High
3 Trade partnerships and market penetration High Medium

China’'s manufacturing sector benefits from cost advantages, including lower labor costs and economies of scale.
This advantage allows Chinese manufacturers of hygienic disposables to produce at a lower cost than many other
countries. As a result, Chinese products remain competitive in the global market, attracting buyers looking for
affordable yet high-quality hygienic disposables.

Cost competitiveness

Continued investment in research and development fosters technological innovations within China’'s hygienic
disposables manufacturing industry. Upgrades in machinery, production techniques, and materials lead to

Technological advancements improved product quality, efficiency, and innovation. Enhanced technological capabilities enable manufacturers to
produce products that meet international standards, ensure reliability and meet varying consumer requirements
worldwide.

China is actively engaged in promoting trade partnerships and expanding its market reach for hygienic
disposables. Efforts to penetrate emerging markets or strengthen foothold in established markets contribute
significantly to the growth of China’'s export market in the hygienic disposables sector. Market penetration

Trade partnerships and market strategies, such as effective distribution networks, targeted marketing, and understanding local consumer

penetration preferences, facilitate increased exports to new regions and strengthen overall export growth. In 2023, China
exported hygienic disposables to 193 trade partners. The market penetration rate, calculated by dividing China's
export value of hygienic disposables by the market size of the global hygienic disposables market excluding China,
increased from 0.9% in 2019 to 1.4% in 2023.

Source: Frost & Sulfivan
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China’s Hygienic Disposables Export Market
Future Trends

Advancing toward sustainable and eco-
friendly products

Innovating through customization and

Embracing digitalization and expanding E-
tailored offerings

commerce integration

« Global concern  for  the « China’s hygiene product exports * The adoption of digital technologies and
_ _ . _ _ o o the increasing penetration of e-
environment is driving a shift will prioritise customisation and commerce will significantly impact the
towards eco-friendly products innovation, tailoring products to export landscape for absorbent hygienic
_ _ _ _ _ _ _ disposables from China. Manufacturers
worldwide, including in China's diverse consumer needs with will leverage digital platforms for
hygienic  disposables  exports. advanced materials and marketing, sales and distribution,
o _ _ capitalizing on the global reach of e-

Manufacturers will invest in eco- technologies to enhance commerce. Improved online visibility,
conscious R&D for biodegradable competitiveness globally. Such efficient supply chain management, and
_ _ _ o _ optimized logistics will facilitate higher
materials, reducing environmental customization will open up the export volumes through online channels.
impact and adoption of eco- market for private label and This trend is driven by evolving
_ _ _ consumer preferences for seamless
friendly  production processes contract manufacturing. shopping experiences, convenience,
meets consumer demand for and accessibility to a wide range of
_ _ products. As a result, leveraging
environmentally responsible digitalizaton and e-commerce will
choices. become integral for Chinese

manufacturers to expand their global
market presence and meet consumer
FI W' demands more effectively.

f, \§ Source: Frost & Sullivan
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China’s Hygienic Disposables Export Market
Opportunities and Challenges

Opportunities fenges

Increasing global awareness of hygiene and health-related concerns presents an opportunity for
E . China's hygienic disposables export market. With increased awareness of personal hygiene,
xpanding global o : : : . _ SR
especially in emerging markets, there is a growing demand for high-quality hygienic disposables.
demand China can capitalise on this expanding market by offering a diverse range of high-quality and
affordable products tailored to different consumer segments.
China's advances in technology and manufacturing capabilities provide an opportunity to innovate in
Technological the absorbent hygienic disposables sector. Continued research and development efforts can lead to
advancements and the creation of innovative products that respond to evolving consumer preferences. Leveraging
innovation technology for better product design, materials, and manufacturing processes can enhance the
competitiveness of Chinese products in the global market.

Challenges

Intense market
competition

One of the challenges facing China’s export market for hygienic disposables is intense competition
from both domestic manufacturers and international players. Different countries produce similar
products, leading to a competitive landscape where pricing, quality, and branding become key
factors. This competition requires constant innovation, cost management, and differentiation
strategies to maintain market share.

Meeting international quality standards and compliance regulations remains a major challenge for
Chinese manufacturers. Adhering to sfringent quality control measures and complying with various
regulations in different export markets can be complex. Ensuring consistent quality, safety, and
certification reguirements across regions requires significant investment in research, testing, and
production practices, posing a challenge for some manufacturers.

Quality and compliance
standards

Source: Frost & Sullivan
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China’s Hygienic Disposables Export Market
Entry Barriers

Entry Barriers

Large initial investment

Hygienic disposables manufacturing is a capital-intensive industry, and new entrants require large
initial investments to purchase production equipment, raw materials, and set up production lines. In

addition, manufacturers need to continue to invest in technology upgrades and product R&D.

) The production of hygienic disposables involves complex technological processes, including the
Technical knowledge
. selection of raw materials, the optimization of absorption performance, and the design of products.
and production _ _
Manufacturers need to have the relevant technical knowledge to ensure that product quality meets

eXperience the standards of domestic and international markets and consumer expectations.
In a competitive market, building a brand and increasing awareness is the key to success. New
Brand Building and enfrants need to invest resources in marketing and branding to attract consumers and build a loyal
Marketing customer base, and tailor their marketing strategies to match the consumption habits of local

consumers. Given that existing brands may already have market share, new entrants must devise

strategies to differentiate themselves and appeal to consumers.

Source: Frost & Sullivan
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Competitive Landscape of China’s Hygienic Disposables Export Market
Ranking and Market Share of China’s Hygienic Disposables Providers

Ranking and Market Share of Top Three Hygienic Disposables Providers

in terms of Export Value of Babycare Hygienic Disposables to Russia (China), 2023
Market Concentration, 2023
in terms of Export Value of Babycare Hygienic Disposables to Russia Export Value (RMB Million) Market Share (%)

100% wmlp-

Company A 400.0 29.7%
Top three The Company - 377.5 28.0%
Company B 260.0 19.3%

Others 23.0%
2023 Top three Subtotal: RMB1,037.5 million 77.0%

Total Market Size: RMB1,346.1 miflion

Nofe:

1. Company A is a privale domestic company, founded in 2012 and headquartered in Fujian Province. It principally provides babycare hygienic disposables, feminine care hygienic
disposables, adult incontinence disposables, pet diapers, wel wipes, efc.

2. Company B is a private domestic company, founded in 2005 and headquartered in Fujian Province. It principally provides babycare hygienic disposables, feminine care hygienic
disposables, adult incontinence disposables, efc.

+ The export market of babycare hygienic disposables to Russia from China was highly concentrated, with the top three
hygienic disposables providers accounting for an aggregate market share of 77.0% in terms of export value in 2023.

+ In 2023, the Company ranked second in terms of the export value of babycare hygienic disposables to Russia among all
hygienic disposables providers in the PRC, with a market share of approximately 28.0% of the export value of babycare
hygienic disposables to Russia from China in 2023. The Group mainly generates revenue from its contract manufacturing

business and that the Group recorded significant and increasing revenue from Russia during the Track Record Period as a
result of the International Sanctions on Russia. Source! Federal Customs Service of the Russian Federation, Frost & Sulfivan
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Competitive Landscape of China’s Hygienic Disposables Export Market
Ranking and Market Share of China’s Hygienic Disposables Providers (Cont.)

+ The babycare hygienic disposables sold in Russia by leading global diaper companies are not exclusively domestically
produced. With Chinese companies gaining substantial experience and technological proficiency in production, they are
now capable of manufacturing high-quality products that meet international standards. Consequently, renowned diaper
companies such as Company C and Company G have partnered with OEM manufacturers in China.

+ Moreover, economic sanctions against Russia may disrupt the supply chain of raw materials or increase raw material
prices, thereby raising production costs for local manufacturers. In contrast, China possesses a mature supply chain and
robust production capacity, allowing it to maintain a stable supply to Russia even under sanctions. This positions Chinese
baby care product manufacturers competitively in the Russian market.

Source! Federal Customs Service of the Russian Federation, Frost & Sulfivan
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Competitive Landscape of China’s Hygienic Disposables Export Market
Ranking and Market Share of China’s Hygienic Disposables Providers

Ranking and Market Share of Top Three Hygienic Disposables Providers

in terms of Export Value of Babycare Hygienic Disposables to Russia (China), 2022
Market Concentration, 2022

in terms of Export Value of Babycare Hygienic Disposables to Russia Export Value (RMB Million) Market Share (%)

100% wmlp-

Company A 265.5 24 4%

Top three 56.4%
The Company - 205.5 18.9%
OtherS 43 6% Company B 142.0 131 D/O
2022 Top three Subtotal: RMB613.0 million 56.4%

Total Market Size: RMB1,087.3 miffion
Nofe:

1. Company A is a privale domestic company, founded in 2012 and headquartered in Fujian Province. It principally provides babycare hygienic disposables, feminine care hygienic
disposables, adult incontinence disposables, pet diapers, wel wipes, efc.

2. Company B is a private domestic company, founded in 2005 and headquartered in Fujian Province. It principally provides babycare hygienic disposables, feminine care hygienic
disposables, adult incontinence disposables, efc.

+ The export market of babycare hygienic disposables to Russia from China was concentrated, with the top three hygienic
disposables providers accounting for an aggregate market share of 56.4% in terms of export value in 2022.

+ In 2022, the Company ranked second in terms of the export value of babycare hygienic disposables to Russia among all
hygienic disposables providers in the PRC, with a market share of approximately 18.9% of the export value of babycare
hygienic disposables to Russia from China in 2022. The Group mainly generates revenue from its contract manufacturing
business and that the Group recorded significant and increasing revenue from Russia during the Track Record Period as a

result of the International Sanctions on Russia. Source! Federal Customs Service of the Russian Federation, Frost & Sulfivan
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China’s Babycare Hygienic Disposables Market Analysis
Definition and Classification of China’s Babycare Hygienic Disposables Market

The babycare hygienic disposables market caters to the essential needs of babies, usually between 0 and 3 years old. It includes a wide range of babycare hygienic
disposables that provide comfort, hygiene, and practicality for babies. The babycare hygienic disposables market is diverse and can be divided according to different factors such as
product types, which are available in a range of sizes from "small" to "exira-large" to suit the diverse needs of babies at different ages and stages of development. Also, it can be
divided according to pricing and sales channels, all io accommodate the preferences and needs of parents and guardians.

Categorized by product types, the babycare hygienic disposables market comprises (i) baby diapers (#.4&#) that offer easy disposal and are suitable for infants; (i) baby pants (¥}
#) that support toddler potty training with underwear-like designs; and (iii) baby diaper pads (#&J4& % ) and other products, including baby wipes, providing additional functionality and
protection.

Categorized by pricing, the babycare hygienic disposables market offers economy babycare hygienic disposables (¥ 5% &) &% 4 * %) that are comfortable and accessible,
appealing to a broader range of consumers with their practicality and value, as well as mid-end babycare hygienic disposables (4 38 &5 #,8J¢# %) and high-end babycare
hygienic disposables (53845 52, dcdt & %) with premium features and additional functions.

The babycare hygienic disposables market can be divided into online babycare hygienic disposables market and offline babycare hygienic disposables market based on the

different sales channels.
o —_ O
positioning Babycare Hyglenlc channels
Disposables Market Offline Babycare Hygienic
Disposables Market

by product types

Baby Tape Diapers Baby Diaper Pants Baby Diaper Pads
Market Market and Others

Baby tape diapers Baby diaper pants Baby diaper pads

A type of disposable pant-style baby diapers that has A type of disposable baby diapers with resealable

underwear-like designs, can be pulled down easily and adhesive tapes around the waistband area that can A 9700 OF elizpeneiole belsy) Clepers LoVt (e

Definition used as an aid for potty fraining and night fraining of be teared off easily and is suitable for infants and res_ealable achezve  fEpes  around e
waistbhand area
toddlers and preschoders crawlers
Target Age Infants and crawlers up to approximately 11-month-old Toddlers and preschoolers up to approximately 36- Younger babies up to approximately 3-month-
month-old old
Primary Suitable for younger babies who are less active, Suitable for babies who are more active and are able Enhancing diaper usage by providing additional
Function crawlers or babies during their sleep time to sit, stand and maowe around on their own functionality and protection for younger babies Source: Erost & Sulfivan
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China’s Babycare Hygienic Disposables Market Analysis

Key Milestones of China’s Babycare Hygienic Disposables Market

In the early 1990s, international
baby absorbent hygiene brands

entered China, and local
Chinese  enterprises  mainly
operated as contract

manufacturers for these brands.
Leveraging their technological
advantage, international baby

absorbent hygiene
manufacturers introduced
advanced techniques and

consumer education, driving the
rapid growth of China's
babycare hygienic disposables
market.

Rapid Growth Stage

From 2005 to 2010, driven by
the influence of international
baby absorbent hygiene brands,
domestic brands and
manufacturers emerged
consecutively. This laid the
foundation for technological
research and development,
ensuring the prospeciive growth
of domestic baby absorbent
hygiene brands.

As consumer preferences in
baby care evolved during this
period, baby absorbent hygiene
pants emerged and garnered
increasing  popularity  within
China's  bhabycare  hygienic
disposables market.

FROST @

Rise of Online Retail
Stage

Since the 2010s, an increasing
number of baby absorbent hygiene
sales have shifted towards online
channels, driven by the rapid
evolution of e-commerce. This
fransition has provided consumers
with a more convenient shopping
experience. This paradigm shift has
fundamentally transformed how
consumers access and acquire
babycare hygienic disposables,
resulting in a noteworthy migration
of sales to online platforms.

Live-streaming E-
commerce Stage

Since 2016, live-sireaming e-
commerce emerged in China on a
large scale, combining live video
streaming with online shopping.
Internet  celebrities recommended
and sold babycare hygienic
disposables to consumers through
live broadcasts on e-commerce
platforms. Fueled by the widespread
adoption of smariphones in the
country and a seamless connection
with online payment methods, this
trend attracted millions of Chinese
CONSUMErs.

SULLIV AN

ﬂ 2018 onward

Domestic Brands
Expansion Stage

Since 2018, domestic and
international brands in the
babycare hygienic disposables
market have launched fierce
compefition to seize their market
share.

As domestic brands strengthen
their research and development
capabiliies and provide quality
assurance validated over time,
the trust and recognition of
domestic brands by the new
generation of maternal and
infant consumers is growing.
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China’s Babycare Hygienic Disposables Market Analysis
Value Chain of China’s Babycare Hygienic Disposables Market

-
.O
(]
-

The value chain of China's babycare hygienic disposables market consists of upsiream raw material suppliers, midstream baby absorbent hygiene manufacturers,
downstream distributors, retailers and end consumers.

The upstream mainly includes suppliers of raw materials and specialized chemical plants, which typically provide the essential raw materials for the manufacture of baby
absorbent hygiene. These materials involve key components like absorbent core materials (like superabsorbent polymer, “SAP”, & 4T 9K #1f& ), nonwoven fabrics (%,
% AR ), fluff pulp (#%£.3%%), adhesives, etc.

The midstream mainly includes various babycare hygienic disposables brands and manufacturers. It is a common practice that many baby absorbent hygiene brands do
not directly produce their own products butinstead collaborate with contract manufacturers or OEM partners. These manufacturers have production lines, equipment, and
expertise to produce diaper products according to the brand's specifications. Manufacturers (contract manufacturers or OEM pariners) are responsible for supervising
and managing every step involved in the production of babycare hygienic disposables, from the acquisition of raw materials for production to the final stage of creating the
finished products.

The downstream segment consists primarily of distributors and retailers, including online and offline channels. Online channels involve third-party pureplay digital
platforms such as Taobao and JD.com, official brand websites, etc. Offline channels include supermarkets and hypermarkets, brand direct-sale chain stores (BDS}) in
physical locations, mother and baby stores, etc. Sales channels can be further dassified into B2C and B2B, depending on the type of consumer. Disfributors either
market their products via online stores maintained with third-party pureplay digital platforms or collaborate with online and offline retailers, making it easier for end
consumers to buy products. Using disfributors is an industry practice in the downsiream segment of the babycare hygienic disposables market. It enables manufacturers
to sireamline operations, expand market reach, and focus on core competencies while relying on distribution experts to manage the complexities of getting products to
end consumers. It plays a crucial role in.the supply chain and distribution network.

Upstream Midstream Downstream

Online Channel = w===eeeeeee,

Babycare Hygienic Third-party pureplay digital
Raw Material Suppliers Disposables Brands : platforms

L7
*s

Brand official websites

Absorbent core materials
: supports : ]
: : Babycare : Other online channels
Nonwoven fabrics Hygienic % E
suppliers : &7 Disposables .~ Distributors and Retailers ..., End
H H Manufacturers 4 % Consumers
AR o SR Contract : Supermarkets and hypermarkets :
: manufacturers : :
Adhesives suppliers ; H Brand direct-sale chain stores
Other raw material OEM partners : Mother and baby stores
: suppliers H : H :
Bttt e s eomme e e——ne s eooe e an o Trrsrssmns s e - S Offline Channel  sesseesss »"  Source: Frost & Sulfivan
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China’s Babycare Hygienic Disposables Market Analysis
Market Size of China’s Babycare Hygienic Disposables Market

China’s Babycare Hygienic

Market Size of Babycare Hygienic Disposables Market (China), 2019-2028E
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Note: The market size of China's babycare hygienic disposables market refers to the retall sales value generated by baby absorbent hygiene companies in China.

Affected by the continuously decreasing birth rate and the severe impact of the COVID-19 epidemic in China, from 2019 to 2023, the market
size of China‘'s babycare hygienic disposables market decreased from RMB75.5billion to RMB50.4 billion, with a CAGR of -9.6%. China’s
babycare hygienic disposables market withessed steady growth. However, the market experienced a temporary decline from 2020 to 2022
mainly due to the declining birth rate of newborns, and also the impact of the COVID-19 pandemic.

With rising urbanization rates and rising disposable income and spending levels among the new generation of parents, there is potential for
an escalation in both the purchase and use frequency of babycare hygienic disposables. In addition, driven by consumer demand for
diversification and high-quality products, as well as the positive impact of favorable government policies such as birth subsidies, the
implementation of the three-child policy, tax reductions for baby care and other supporting measures, China's babycare hygienic
disposables market is expected to maintain steady growth. Along with other Chinas government measures aimed at providing economic and
financial support to households in education and housing, China’'s babycare hygienic disposables market is expected to rise from RMB50.4
billion to RMB58.0billion by 2028, driven by a CAGR of 2.8% from 2023.

Source; National Bureau of Sialistics, China Paper Association (CPA), Frost & Sullivan
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China’s Babycare Hygienic Disposables Market Analysis
Market Size of China’s Babycare Hygienic Disposables Market (Cont.)

China’s babycare hygienic disposables market

Market Size of Babycare Hygienic Disposables Market by Product Types {China), 2019-2028E
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Baby diaper pads and others -44 4% -12.9%
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Babycare hygienic disposables come in various types, catering to diverse market demands, age groups, and specific requirements. These different baby absorbent hygiene offer unique
features and benefits, allowing consumers to choose based on their preferences and needs. The babycare hygienic disposables market can be classified into baby diapers , baby pants,
haby diaper pads, and other product types. Baby diapers and babycare hygienic disposables are the most commonly used babycare hygienic disposables categories around the globe and
are necessilies for households and parents with babies.

Affected by the continuously decreasing birth rate and the outbreak of the COVID-19 epidemic in China, the baby diapers market witnessed a significant decline in its retail sales value, falling
from RMB75.5 billion in 2019 to RMB50.4 billion in 2023, with a CAGR of -9.6%. Baby diapers accounted for the largest share at 53.6% in the retail sales value of the babycare hygienic
disposables market in 2023. Over the forecast period, it is expecied to decrease to RMB58.0 billion in 2028, with a CAGR of 2.8%.

As consumer preferences in baby care have evolved, baby pants have emerged and gained popularity in China's babycare hygienic disposables market, due to their distinct features and
functionaliies. For example, they help toddlers walk independenily, offer a range of features tailored to their developmental needs, and enhance convenience. Baby diaper pants quickly
hecame the most popular choice in the babycare hygienic disposables market, with its market share growing from 30.2% in 2019 to 46.0% in 2023. In the forecast period, it is expected to
increase to RMB31.6 billion in 2028, with a CAGR of 6.4%, driven by increased consumption frequency and continuous upgrading of product categories of baby pants.

Baby diaper pads and other related products have a relatively small market share in the babycare hygienic disposables market. This is mainly due to limitations related to the age group (only
0-3 months) of users and the relatively narrow range of functions they offer. As a result, the market witnessed a decline in its retail sales value, from RMBZ2.1 billion in 2019 to RMB0.2 billion
in 2023, with a CAGR of -44.4%. ltis expected to decline further to RMB0.1 billion in 2028, with a CAGR of -12.9%.

Domestic brands in China's babycare hygienic disposables market are poised to consolidate their market share, comprising approximately half of the total in 2023, compared to less than
40% in 2019. This anticipated strengthening of dominance stems from their continued focus on improving product quality and optimizing cost-effectiveness. By leveraging their deep insights
into the local market landscape and making significant sirides in technological innovation within baby absorbent hygiene manufaciuring, domestic brands are gradually closing the
competitive gap with their foreign counterparts. This sirategic convergence enables them to sustain and potentially expand their foolprintin the baby absorbent hygiene segment, positioning
them well in the face of evolving market dynamics. Source: National Bureau of Stalistics, China Paper Association (CPA), Frost & Sullivan
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China’s Babycare Hygienic Disposables Market Analysis
Market Size of China’s Babycare Hygienic Disposables Market (Cont.)

Market Size of Babycare Hygienic Disposables Market by Product Positioning (China), 2019-2028E

CAGR 19-23 CAGR 23-28E

Total -9.6% 2.8%
Luxury premium babycare hygienic disposables market -18.1% 0.0%
B Affordable premium babycare hygienic disposables market _51% 3.8%
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Mote: Babyeare hygienic disposables can be classified into two categonies based on the average retalf price per plece. Generally, those priced befow RMEZ.0 per piece are considered affordable premium babycare
hygienic disposables, tuxury premium babycare hygienic disposables are typically priced above RMBZ2.0 per piece.

- Affordable premium babycare hygienic disposables are known for their cost-effectiveness and provide essential features for everyday use. It offers a budget-friendly solution
for price-conscious consumers, are of high quality, competitively priced, and are the choice of the majority of consumers. It experienced a decline in 2020 due to the impact of
COVID-19 pandemic, ultimately reaching RMB37.0 billion in 2023, with a CAGR of -5.1% from 2019, and accounted for 73.4% of the total sales value of the babycare
hygienic disposables market in 2023. In the future, the sales value of affordable premium babycare hygienic disposables will increase to RMB44.6 billion in 2028, with a
CAGR of 3.8% from 2023.

= Luxury premium babycare hygienic disposables are positioned as premium options, characterized by superior quality, advanced technology, and additional features. These
babycare hygienic disposables are designed to offer top-tier performance and comfort, making them a prefermred choice for consumers seeking a premium diapering
experience, generally with an average retfail price of above RMB2.0 per piece. The sales value of the luxury premium babycare hygienic disposables market decreased from
RMB29.8 billion in 2019 to RMB13.4 billion in 2023, with a CAGR of -18.1%, and accounted for 26.6% of the fotal sales value of the babycare hygienic disposables marketin
2023. In the future, the retail sales value of luxury premium babycare hygienic disposables will remain stable and reach RMB 13 .4 billion in 2028.

- As the quality of affordable premium babycare hygienic disposables continues to increase and consumer preferences shift towards cost-effective solutions, the market is
witnessing a gradual expansion in the market share of affordable premium babycare hygienic disposables. This shift is further propelled by a myriad of brands leveraging
online channels to offer more competitively priced options. As a result, these affordable premium products are poised to compete for a greater share of the luxury premium

segments within the market landscape. Source; National Bureau of Sialistics, China Paper Association (CPA), Frost & Sullivan
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China’s Babycare Hygienic Disposables Market Analysis
Market Size of China’s Babycare Hygienic Disposables Market (Cont.)

Market Size of Babycare Hygienic Disposables Market by Sales Channels (China), 2019-2028E

CAGR 19-23 CAGR 23-28E
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* The babycare hygienic disposables market can be classified into online and offline markets based on channel segmentation.

*  From 2019 to 2023, online and offline sales channels for babycare hygienic disposables witnessed significant changes. The online market increased from RMB27 .5
billion in 2019 to RMB35.8 bhillion in 2023, representing a CAGR of 6.8%, and accounted for 70.9% of the total retail sales value of the babycare hygienic
disposables market in 2023. Meanwhile, offline market for babycare hygienic disposables declined from RMB47 9 billion in 2019 to RMB14.6 hillion in 2023, with a
CAGR of -25 7% . The slower decline in online sales compared to offline sales can be attributed to several factors. On the one hand, the rapid development of
network technology and logistics systems has made the online channel increasingly attractive to buyers and sellers. On the other hand, the offline channel has been
more adversely affected by the outbreak of the COVID-19 pandemic.

*  Over the past decade, there has been a gradual shift in the way consumers identify, purchase and consume products through the convenience of e-commerce, the
prevalence of Internet access, and the proliferation of mobile Internet-enabled devices among the general public. Consumers today have a higher tendency to opt
for online shopping rather than visiting physical stores to complete their purchases, especially for daily necessities, including baby diapers and baby absorbent
hygiene pants. Parents are increasingly relying on the Internet for information on childcare and early education, etc. Tech-savvy young parents in the PRC browse
the information on the Internet not only for parenting advice, but also as a primary source for buying baby products.

* In the forecast period (being 2024 to 2028), the online retail sales value of products for babycare hygienic disposables is expected to reach RMB43.6 hillion in 2028,
with a CAGR of 4.0% from 2023 to 2028. The offline retail sales value of products for babycare hygienic disposables is expected to decline further to RMB14.3
billion in 2028, with a CAGR of -0.4% . The online market and the offline market are expected to account for 75.0% and 25.0%, respectively, of the total market in

2028. Source; National Bureau of Sialistics, China Paper Association (CPA), Frost & Sullivan
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China’s Babycare Hygienic Disposables Market Analysis
Annual Expenditure on Babycare Hygienic Disposables Per Baby

Annual Expenditure on Babycare Hygienic Disposables Per Baby (Aged 0-3) in China, 2019-2028E
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+ (Calculating the annual consumption expenditure on babycare hygienic disposables per baby (aged 0-3) in China involves dividing
the retail sales value generated by baby absorbent hygiene companies by the total number of babies aged 0-3 that year.

+ The annual consumption expenditure on babycare hygienic disposables per baby raised from RMB1,612 in 2019 to RMB1,734in
2023, representing a CAGR of 1.8% from 2019 to 2023. The annual expenditure on babycare hygienic disposables per baby (aged
0-3) has experienced steady growth in recent years due to increasing household incomes and evolving parenting attitudes among
the younger generation. With a growing awareness of personal hygiene and quality of life, parents, particularly young parents in
China, are willing to invest time and resources in the next generation's well-being. Annual expenditure on babycare hygienic
disposables per baby (aged 0-3) in China is expected to rise to RMB2,711 in 2028, representing a CAGR of 9.3% from 2023.

Source: National Bureau of Sialistics, IMF (Aprif 2023), Frost & Sullivan
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China’s Babycare Hygienic Disposables Market Analysis
Penetration Rate of China’s Babycare Hygienic Disposables Market

Penetration Rate (%)

Penetration Rate of Babycare Hygienic Disposables Market (China), 2019-2028E
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+ The penetration rate for babycare hygienic disposables market refers to the percentage of babycare hygienic disposables users in
the total baby population in a given year.

+ The penetration rate of the babycare hygienic disposables market in China increased rapidly from 2019 to 2023, growing from
72.2% to 86.5%. Factors such as increasing urbanization, rising disposable income, and evolving parenting preferences have
increased awareness and demand for convenient baby products, thus driving the frequency of baby absorbent hygiene use. In
addition, babycare hygienic disposables with specialized functions, enhanced comfort, and strong absorbency are becoming more
popular among the new generation of parents, indicating an accelerated rise in the use of baby pants in the future.

+ As aresult, the penetration rate of the babycare hygienic disposables market in China is expected to further increase from 86.5% in
2023 t0 92.7% in 2028.

Source; China Paper Associalion (CPA), National Bureau of Stalistics, Frost & Sullivan
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China’s Babycare Hygienic Disposables Market Analysis
Policies and Regulations of China’s Babycare Hygienic Disposables Market

+ The government has introduced a range of regulations and policies regarding products imports and quality standards to stimulate growth in the babycare
hygienic disposables market. In pursuit of balanced and sustained population growth, they have also initiated several incentives, including birth subsidies,
the implementation of the three-child policy, and tax reductions.

Notice on establishing special
additional deductions for personal
income tax for care of infants and
toddlers under 3 years old

(M s3R AT ES R BHEMBMA
B 13 A 550 P o da th 6958 4o )

Diaper Part 1. Baby Diapers’
Standard (GB/T28004 1-2021)

{a i H13 45 2 AR
(GB/T28004.1-2021)}

Decision on improving birth policies
to promote long-term and balanced
population development
(M2 FREREADT Y
MR R R R

Notice of the 2020 import tentative
tariff adjustment plan and other
adjustments
(B #A2020 43 o 4 T4 £ FHH
FEBLe)

Super-absorbent polymer for
hygiene towel and diapers
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Taxpayers with infants and toddlers under 3 can benefit from a new special
additional deduction starting from January 1, 2022. The related expenses
incurred by taxpayers for the care of infants and toddlers under three years
old are eligible for a fixed deduction of 1,000 yuan per child per month.

Primarily specifies the products classification, technical requirements,
testing methods, inspection rules and marks, packaging, transportation, and
storage for infant diapers, baby diapers , and diaper pads.

The standard has been revised to include changes in content and additional
requirements, such as the classification of wearing methods.

Implementing the three-child policy and supporting measures to further
adapt to the new changes in the population structure and the requirements
for high-quality development.

By 2025, the country will basically establish a policy system that actively
supports births with better services and lower costs in child bearing, care
and education. The gender ratio of newborns will be more balanced and the
population structure will be improved, according to the decision.

By 2035, the couniry will further improve its policies and regulations
securing the stable long-term population development, as well as its
population structure, says the decision.

Starting January 1, 2020, import provisional tax rates were implemented on
859 items of goods (excluding tariff quota goods). Notably, baby diapers and
diaper pants (baby pants) were subjected to a zero tariff rate.

Standard specifies the products classification, requirements, testing
methods, inspection rules and marks, packaging, transportation, and
storage for polyacrylic acid-based high-absorbency resins used in diapers
and hygiene napkins. Source: Frost & Sulfivan
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China’s Babycare Hygienic Disposables Market Analysis
Market Drivers of China’s Babycare Hygienic Disposables Market

Impact Impact
(1-2 years) (3-5 years)

Market Drivers

0D

Favorable government policy

Increasing urbanization rate, disposable
income and consumption level

The continuous increase in urbanization and the rising
disposable income of urban residents have significantly
enhanced their purchasing power. This, in tum, allows
consumers to afford a wider range of babycare hygienic
disposables. The expanding middle class, characterized
by substantial purchasing power, is also pivotal in
propelling further growth in China's babycare hygienic
disposables market. According to Frost & Sullivan, the
consumption expenditure per household on hygienic
disposables is expected to grow from RMB254.9 to
RMB298.4 from 2023 to 2028, with a CAGR of
approximately 3.2%. This growth frend is expected to
drive the expansion of product variety and price ranges
within the babycare hygienic disposables market,
meeling evolving consumer needs and preferences.

In recent years, the Chinese govemment has actively supported couples of childbearing age and extended substantial support and incentives to promote
childbearing. Various subsidies have been provided to families with a focus on encouraging the expansion of their households. For example, since 2021,

Increasing urbanization rate, disposable income and consumption level
Growing penetration rate and stable population base

Demand for diversification and high-quality products

2

Growing penetration rate and
stable population base

China's babycare hygienic disposables market has
witnessed a continuous increase in its penetration rate,
reaching 86.5% in 2023 and expected to rise further to
92.7% by 2028. This growth can be atiributed to a more
educated and financially capable consumer base and
refined consumer values. As parents' awareness of
various babycare hygienic disposables expands, market
demand surges, thus driving the penefration rate of the
babycare hygienic disposables market upwards.
Moreover, China's substantial infant and toddler
population, especially in specific regions or provinces
with higher ferfility rates, confributes to the sustained
growth of the market. These combined factors contribute
to the ongoing expansion of the babycare hygienic
disposables market development.

High High
High High
High High
High High

©

Demand for diversification and
high-quality products

Nowadays, Generation Z ("95s") has entered the
pivotal years of parenthood, while Generation Y
("80s"} is contemplating expanding their families with
second or even third children. These consumers,
equipped with considerable purchasing power, have
diverse demands on brand reputation, product
variety, and detailed product features. They are also
concemed about product quality, performance,
comfort, etc., which has led to a significant surge in
demand for high-quality babycare hygienic
disposables. As consumer preferences change, the
focus on diverse, high-quality baby absorbent
hygiene is transforming and boosting China's
babycare hygienic disposables market growth.

O

certain provinces and cities in the southwestern region have implemented policies that grant multiple subsidies to families meeting the birth criteria.

Moreover, in Chongqing and other cities, medical insurance now covers expenses related to the birth of a third child. Couples with children also receive
additional parental leave, ranging from 30 to 80 days, in addition fo their regular maternity leave. These measures aim to raise birth rates and provide
comprehensive assistance to families that embrace parenthood. The different approaches reflect the government's strategy to foster population growth. As
aresult, these favorable policies are poised to positively impact the future development of the babycare hygienic disposables industry.

Favorable

government
policy

Source: Frost & Sulfivan
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China’s Babycare Hygienic Disposables Market Analysis
Future Trends of China’s Babycare Hygienic Disposables Market

Brand domestication

The babycare hygienic disposables market has been dominated by foreign
brands over the past decades, with domestic brands holding a small market
share. However, in recent years, domestic companies have been sfriving fo
improve their production technology and product quality, increasing their
competitiveness. In addition, the emergence of various new retail sales
channels has contributed to the growing recognition of domestic baby
absorbent hygiene product brands among consumers' preferences. It is
expected that the market share of domestic brands will gradually expand in the
future. The trend of brand domestication in the babycare hygienic disposables
market is expected to continue, reflecting the growing confidence of domestic
consumers in the ability of local brands and companies to effectively meet their
needs.

Upgrading of products and
diversified growth

Technological innovation and
enhanced functionality

As the production technology for babycare hygienic disposables
continues to advance, the market will continue to explore innovative
technologies and enhanced functionaliies. For example, intelligent
sensing technology can provide real-time moisture indicators to better
manage a baby's comfort; attnbutes such as hypoallergenic and
anfimicrobial properties will also receive increased attention, meeting
consumers' demands for baby health care. In the future, top babycare
hygienic disposables brands with contract manufacturers and OEM
partners will further engage in independent product R&D, technological
upgrades, and downstream market insights, thus leading the future
progress of both technology and funclionality in the entire babycare
hygienic.disposables.market.

Integration of online and offline
channels

Increasing consumer expectations for product quality and functionality have led fto » Fueled by the advancement of e-commerce platforms and

increased demand for high-quality, multifunctional products such as baby pants. In the
future, baby absorbent hygiene brands will adopt a market segmentation strategy, such as
price differentiation, while offering products across different tiers. They will provide both

other online channels, such as live streaming and influencer
recommendations, the babycare hygienic disposables market
will experience rapid growth in online sales channels.

cost-effective options and high-end, feature-rich products to meet the diverse market « Consumers are increasingly looking for product details,

demands of consumers, thereby enhancing their brand's market competitiveness. Moreover,
the rapid popularity of innovations such as baby pants, expected to increase to RMB16.6
billion in 2027, with a CAGR of 4.4%, indicates a growing demand for diverse baby
absorbent hygiene categones. China's babycare hygienic disposables market is moving

towards product upgrades and diversified growth.

Future Trends of China’s Baby Hygienic Disposables Market

comparing prices, and reading reviews online and have more
options to buy, whether in offine physical stores or placing
orders online. Brands and refailers are building online
platforms, leveraging social media for promotional activities,
and strengthening connections with offline physical stores.
Integration of online and offine channels enhances the
shopping experience and provides consumers with more
convenient shopping options.

s—— —/;

— _— — ——

—~— Source: Frosi & Sullivan
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China’s Feminine Care Hygienic Disposables Market Analysis
Definition and Classification of China’s Feminine Care Hygienic Disposables Market

+ Feminine Care Hygienic Disposables are hygiene products used by women during menstruation, categorized by product types, the
feminine absorbent hygiene market comprises (i) Hygiene absorbent pads (&4 1), (ii) panty liner (#& 4. 3& %), (i) sanitary (4 ¥i7%)
and (iv) tampons (f# £ 4%1%); and Hygiene absorbent pads (I 4 7 ) occupy the largest market share.

« (Categorized by the method of use, the feminine care hygienic disposables can be divided into external use type (#F A1 %) and built-in
type (W £ #), the main materials are cotton pulp and polymer absorbent to absorb women's menstrual blood. External absorbent
products in direct contact with skin, taking hygiene napkins as an example, according to the description of the national standard
GB/T8399-2018 "Hygiene napkins (pads)”, hygiene napkins are composed of a surface and a bottom layer, an internal absorbent layer.
The built-in tampon is a cylindrical absorbent material that is inserted into the vagina to absorb menstrual blood.

side leaks

Classification Function Characteristic Type Market Share
Bottom layer is used to permeate liquid and Regular
prevent reinfilirating, keeping the surface dry Ultra thin
Hygiene & Bottom Soft fext Barely there
Absorbent N8 layer Diversion layer is used to prevent liquid leakage ol texture Overnight Highest
y Diversion layer good absorption Extra long/large
Pads Internal Internal absorbent layer is used to absorb liquid Extra absorbency
aheorhant layer . . . Breathable Sport/Active
Bottorm layer Bottom layer is used to wrap hygiene napkins
Transitional products for the coming and ending Smaller in si Regular Pads/Ulira-Thin Pads
Panty Liner of a woman's period and absorbs daily fma srt:! slze Scented Pads High
secretions and tmn Antibacterial Pads
i | Integrated the functions of hygiene napkins and Much larger
Period \ diapers, reduces the problem of lateral leakage Stronger Ei)t(:;a;l?gg::)aége Low
Pants //,J during sleep absorbency L
_\ A cylindrical absorbent material that can be Internal absorption Finger type
Tampons inserted into the vagina to absorb menstrual less odors and Duc%ed ty[:)e Lowest
blood

Source: Frost & Sullivan
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China’s Feminine Care Hygienic Disposables Market Analysis
Key Milestones of China’s Feminine Care Hygienic Disposables Market

1982

Market introduction period
< » 1998

The introduction of production
lines for feminine hygiene

products from abroad, and the
rapid penetration of hygiene

Stable development period
< >

napkins into the market after a 2006 @ D= -
few years of adaptation, with The Hygiene absorbent New Brands Emerge, Competition I
foreign brands entering the pads market is expanding Intensifies |
Chinese market in droves further, with high |

penetration: Foreign brands Integrated growth stage

dominate the mid-to-high- > -

end market: Numerous 2013

domestic  brands  have Foreign brands penetrate Stable development period

emerged, focusing on the downward, local brands < - tOday

low-end market: Consumer upgrade upward: hygiene

qroups are being absorbent pads products E-commerce channels have

subdivided homogeneity is  serious, gradually become one of the

mainstream: a number of new
brands have emerged in China
relying on the growth of the
Internet, brand concept
strengthening and  product
added value increased

CONSUMErs pay more
attention to products quality

Source: Frost & Sullivan
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China’s Feminine Care Hygienic Disposables Market Analysis
Value Chain of China’s Feminine Care Hygienic Disposables Market

* The upstream of the feminine care hygienic disposables industry chain mainly consists of raw material suppliers of wood pulp, nonwoven

fabric, polymer absorbent resin, etc., which are affected by fluctuations in the prices of wood pulp, cotton and petroleum, and the

competition pattern is relatively fragmented.

* There are many midstream manufacturing companies in China, and competition is relatively fierce. The company generally operates under

the OEM and private brand model.

* The downstream of feminine care hygienic disposables is an online and offline retail channel. The competition in the industry is fierce and
the pattern is constantly adjusting.

Upstream: Raw Materials

Midstream: Manufacturers

Downstream: Sales

n
[T

Wood > Wood pulp OEM/ODM manufacturers Modern Channel :
SIS Traditi | Ch | :
channel raditiona anne :

Cotton —» ng:)u(::l —> Yarns Mother and baby
stores :
" Own-brand manufacturer “ =
> ChFe_-:)nlcaI Film, H
n fabric, Online :

Absorbent
Crude —» . —»  polymer channel
water- Wechat business :
absorben :
»  Plastics —» t resin,
etc. OEM + Own-brand manufacturer Social Platform :
Source: Frost & Sullivan
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China’s Feminine Care Hygienic Disposables Market Analysis
Market Size of China’s Feminine Care Hygienic Disposables Market

Market Size of Feminine Care Hygienic Disposables Market {China), 2019-2028E
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* Due to rigid consumer demand for fast-moving consumer goods, the overall growth rate of feminine care hygienic
disposables is stable. The market size of China's feminine care hygienic disposables increased from RMB57.2 billion to
RMB66.3 billion from 2019 to 2023, with a CAGR of 3.8%.

+ During the forecast period, driven by rising penetration rate, products upgrade, and average selling price, it is expected
to reach RMB71.6billion by 2028, representing a CAGR of 1.5% from 2023.

Source: China Paper Association (CPA), Frost & Sullivan
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China’s Feminine Care Hygienic Disposables Market Analysis
Per Capita Consumption Expenditure on Feminine Hygienic Disposables

Per Capita Consumption Expenditure on Feminine Care Hygienic Disposables (China), 2019-2028E
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With the improvement of residents' disposable income per capita and the strengthening of women's health care

awareness, per capita consumption expenditure on feminine care hygienic disposables increased from RMB118 in 2019
to RMB141 in 2023, with a CAGR of 4.6%.

» In the future, the demands of female consumers for intimate, comfortable, functional and other aspects of the consumer
experience of feminine care hygienic disposables have gradually increased. Per capita consumption expenditure on
feminine care hygienic disposables is expected to increase to RMB153 in 2028, representing a CAGR of 1.6%.

Source: China Paper Association (CPA), Frost & Sullivan
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China’s Feminine Care Hygienic Disposables Market Analysis
Market Drivers

. . Impact Impact
Major Drivers P P
(1-2 years) (3-5 years)
1 Rising purchasing power and consumption ) )
upgrade of woman High High
Emerging awareness of feminine care and
2 diversified demands for frequency of use and High High
types on feminine care hygienic disposables
Growth of multidimensional e-commerce
3 platform and decentralised marketing High High
channels

Rising purchasing power and

consumption upgrade of
woman

Emerging awareness of
personal hygiene and
diversified demands on

disposable hygiene products

Growth of multidimensional e-

China's female population is huge, with large differences in subdivisions and diverse consumer demands. With
the rise of the consumer economy and the increase in disposable income per capita, women have more demands
on product quality and brand power, and women's hygiene products. The overall market is expected to continue to
expand. From a macroeconomic and urban development perspective, the development of urban consumption and
retail trade must be dominated by female consumption.

As a result of women's progressive attention to their own hygiene and care, the frequency and types of hygiene
products used by female consumers have continued to increase, and the performance requirements of hygiene
products such as comfort, breathability and anti-bacterial effects have also been improved, and the frequency of
replacing hygiene napkins in a day has increased, which has led to an increase in the demand for female hygiene
products.

Sales and marketing channels in China are decentralized. The development and expansion of different sales
channels has made it easier for Chinese consumers to access more types of feminine hygiene products and
increased the frequency of product consumption. "Her power" leads to the growth of online consumption. Online
consumption based on information exchange is enhancing its social atfributes. Women's advantages in

information interaction have made female consumers the main force in online consumption.
Source: Frost & Sulfivan
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China’s Feminine Care Hygienic Disposables Market Analysis
Policies and Regulations of China’s Feminine Care Hygienic Disposables Market

Issued

Issued Department

Key Messages

Promoting high-quality
development of light industry
(s TLdRE LR

China's 14th Five-Year Plan
{"tma “9agEF AL
AE)

Notice of the 2020 import
tentative  tariff adjustment
plan and other adjustments

{ W 452020 4538 o 8w KA

Hygiene absorbent pads
(panty liner {2 & & (47 %)
GB/T 8939-2018}

Super-absorbent polymer for
hygiene towel and diapers
Ao M o R B AR
1 85 5

Year

2022

2021

2019

2018

2018

Ministry of Industry and Information Technology
Ministry of Human Resources and Social
Security
Ministry of Ecology and Environment
Ministry of Commerce
The State Administration for Market Supervision
TE AR LA, AN T RS ERES LEER
HEHERTHETRE

State Counall
Fi- i

State Council Customs Tariff Commission
R AR A IE N

State Administration for Market Regulation,
China National Standardization Administration
Committee
BEfiFE-gmnsg THRAREENTELE &

State Administration for Market Regulation
B KGR T A

By 2025, the comprehensive strength of light industry will be
significantly improved, its proportion in industry will be basically stable,
its role in promoting consumption will be obvious

New technologies and materials such as high-grade insulating paper,
high-purity dissolving pulp, and paper-based materials for medical and
hygienic use are being used.

Focus on improving the quality of health service supply, aclively
promote the application of international standards and advanced
foreign standards.

Formulate and revise a number of national standards in the fields of
medical appliances, disinfection supplies, student supplies, baby
products, elderly products, etc.

Starting January 1, 2020, import provisional tax rates were
implemented on 859 items of goods (excluding fariff quota goods).
Notably, baby diapers and diaper pants {(pull-up diapers) were
subjected to a zero tariff rate.

The standard specifies the required test methods, inspection rules and
marking, packaging, transportation and storage of hygiene napkins
{pantyliners)

Standard specifies the product classification, requirements, testing
methods, inspection rules and marks, packaging, transportation, and
storage for polyacrylic acid-based high-absorbency resins used in
diapers and hygiene napkins.

Source: Frost & Sullivan
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China’s Feminine Care Hygienic Disposables Market Analysis
Future Trends of China’s Feminine Care Hygienic Disposables Market

Trend of product segmentation and upgrading

Industry standards are strengthened, based on the national standard
("Hygiene Standard for Hygiene Products"), and hygiene napkin products
such medical-grade, and disinfection-grade are emerging
SKU refinement, development of multi-scene positioning of multiple
customer groups, responding to the diversity of women's demands:
- Positioning of different skin types or groups with skin-fiendly efficacy
needs such as sensitive skin
- positioning on the absorption function, breathable function has a
higher demand for groups such as office groups
- Positioning for groups/scenarios with higher demand for leakage
prevention and fit, such as sports and nighttime turning over

Growth opportunities for national brands

Local brands' product technology is mature, China's brand degree is
steadily increasing, and segmentation and decentralized channels bring
opportunities for landscape reshaping
Local enterprises can through the regional and sinking market coverage
advantage, online multi-dimensional e-commerce platform breakthrough
market compefition
- On the one hand, new entrants enter the circuit by virtue of product
innovation
- On the other hand, early local enterprises have improved and
upgraded their product matrices by introducing new brands

Trend of high-end and personalization

Consumption upgrading promotes the product upgrading in the
high-end, with the rise of "her economy"
Packaging iterative upgrading, value, personality, and
professionalism have become the three key words.
- For feminine care hygienic disposables, the shopping
group is mainly female, and high value has become the trend
of packaging upgrade.
- Highlighting product differences through IP co-branding
and secondary yuan is more popular among young consumers
- Simplicity and privacy packaging, women have more
demand for product quality and brand power

Diversification trends in marketing

Feminine Absorbent Hygiene advertising to the development of
online platforms, further subdivided into e-commerce advertising,
short video advertising, etc.

Marketing segmentation, consumer transformation pathway
complexity, best selling product, social media dissemination effect
amplification, help regional brands national promotion

Through multiple marketing channels on the Internet, emerging of
new brands of the Internet gene are accepted by the public

Source: Frost & Sullivan
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China’s Nonwoven Fabric Market Analysis
Definition and Classification of China’s Nonwoven Fabric Market

+ Nonwoven fabric is a fabric-like material made by bonding fibres together through chemical adhesion, mechanical or heat treatment,

and is commonly used in disposable hygiene products due to its versatility, absorbency and breathability.

+ The nonwoven fabric industry is characterized by a short manufacturing process, high production yield, low cost, rapid changes in
product varieties, and a wide range of raw material sources. Based on their production processes, nonwoven fabric can be classified
into various types, including spunlace (& #1), thermal bonded (# &), air laid (3% fa A& F), wet laid ((B#), spunbond (& #5), melt
blown (#°#%) ,needle punched (4t #1) and stitch bond (4% %), widely used in industrial, medical and health, personal care and other field.

Nonwoven Fabric Classification by Production Processes

Spunlace Thermal Air laid Wet laid Spunbond Melt blown Needle
punched

Stitch bond

Production
Process

@.

ponded | .

Kechanically binding
A method for a web to form a . . .
fabric by penetrating A technique in which

The method of spunlaid Extrudes and draws

bonding fibers by Filtering an aqueous

ey L
o
1 ’ﬁﬁ.\.

= bonding a web by . " " technology in which molten polymer . :
= s " applying heat or A bonding web of suspension of fibers - . .~ the web with an fibers in a web are
g g‘;glr?ﬁmng the ﬁlfenrg ultrasonic treatment, disperses fibers intoonto a  screen reeen ﬁlamen;)sdrulzji\:je :ra?rsmia h'?(lc;'m:e"a;:g array of barbed bonded together by
< b tg J h other With or  without a fast moving air conveyor ~ belt —or (oo 4Lt i s that needles that carry stitches sewn  or
T a_tﬂu h_eﬁc IO " pressure, to aclivate stream. perforated drum to o T mdan‘leq sd at A€ tufts of the web's knitted through the
[ B i el heat-sensitive form a bonded web. 9 eposited  ONlo - a oy fibers in  a web to form a fabric.
streams of water material form a web. moving screen. vertical direction
through the web.

O ; High fluffiness + High sirength -+ Excellent High strength

High strength : : -
1 H:gh ;Egﬁljre - Soft Hiah - High-temperature filiration +  High density Good elasticity
b= absorption Smooth surface - High moisture me?nufacturin resistance capability +  Chemical stability -+  Abrasion
g Soft P Relatively fluffy absorption efficien g Aging resistance + Relatively fluffy + High-temperature resistance
T High fluffiness +  Abrasion 4 Good stability +  Good wrinkle resistance Corrosion
< resistance »  Air permeability resistance resistance

Source: INDA Association of the Nonwoven Fabric Industry, Frost & Sullivan
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China’s Nonwoven Fabric Market Analysis
Value Chain of China’s Nonwoven Fabric Market

* As the largest producer of honwoven fabric, China has a complete honwoven fabric industry chain. The upstream of the nonwoven fabric
industry is the non-woven raw material such as viscose fiber, polyester fiber, polypropylene fiber, ES fiber and others;

* The mid-stream is honwoven fabric manufacturing, produce and process raw materials into different types of nonwoven fabric through
different technologies including spunlace (74<#[), thermal bonded (#4-), air laid (%44 3% 5L A), wet laid (32 i%), spunbond (% #5), melt
blown (¥°%) , needle punched (4+#]) and stitch bond (4 %), etc ;

* Since the technologies used to produce nonwoven fabric are different, there are also many downstream application areas. The downstream
applications of nonwoven fabric are mainly medical and healthcare, industrial fields, personal care and other fields. In recent years, with the
increasing awareness of downstream consumption upgrades, the penetration rate of disposable nonwovens (such as baby absorbent

hygienes, adult incontinence products, feminine hygiene products, etc.) has increased, which will become the main driver of the
development of the nonwoven fabric industry.

Raw Material Suppliers ) Processing ! llllllllllllllllllll Manufacturers lllllllllllllllllllll E E llllllllllllllllllllllllllll nn nn
: O Spunlace Thermal bonded : alodizzl e e e
: Nonwoven Nonwoven
i : Fabric Fabric
Polyester fiber : : : Industrial Fields
i : Air laid Wet laid :
Pol id Nonwoven Nonwoven
S bond i
Polypropylene fibers Nonwoven ‘Normovan
Acrylic
Melt blown Needle Punched i
Nonwoven Nonwoven : : Agriculture
ES fiber Fabric Fabric :
'.'l‘ llllllll nn 11} 1] IIIII.'.. R TTIIL] nn nn T nn NN EEEEEE NN EEEEEEEEEEEEEE : :l llllll 11} ENNIEEEEEEEEEEEEEEENEEEEEEEEE f.
Source: Frost & Sullivan
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China’s Nonwoven Fabric Market Analysis
Market Size of Nonwoven Fabric Market

Market Size of Nonwoven Fabric Market (China), 2019-
2028E

—&— Growth Rate
- Market Size of Nonwoven Fabric

Market Size of Nonwoven Fabric
(RMB Billion)

CAGR 19-23 CAGR 23-28E
8.2% 5.2%

Growth Rate (%)

Production Volume of Nonwoven Fabric (China),

2019-2028E

—— Growth Rate
- Production Volume of Nonwoven Fabric

Production Volume of Nonwoven Fabric
(Thousand tons)

CAGR 19-23 CAGR 23-28E
7.0% 2.6%

Growth Rate (%)

300 + CAGR: 6.6% - 200 12,000 - 9.240.0r 100
CAGR: 46% 6.213.0 9.015.0
82050 81430 85140 L 80
2206 L 150 8.785.0 8.769.0
200.0 81350 83060
+78.8% 164.6 1506 165.5 174 L 100 ’
L 40
. . L 50
100 3 7% 5.3% 5. 2%+4.75+4 2% 4,000 +2.0%+2 5%+3.0%+2 8+2 5% [ 2
——0—0—9 | g ——ao——0—9 |
0 -50 0 -20

2019 2020 2021 2022 2023 2024E2025E2026E2027E2028E 2019 2020 2021 2022 2023 2024E2025E2026E2027 22028

The market size of honwoven fabric in terms of revenue surged from approximatelyRMB 123 4 billion in 2019 to RMB220.6 billion in 2020, with a year-on-year
growth of approximately 76.8%. In 2023, the market size of nonwoven fabnc was approximately RMB 159 .6 billion, representing a CAGR of approximately 6.6%
from 2019. Itis expected to reach approximately RMB200.0 billion in 2028, representing a CAGR of approximately 4. 6%from 2023.

The COVID-19 pandemic has had a profound impact on the production of nonwoven fabrics. Duning the pandemic, demand for nonwoven fabrics surged as
consumer behavior shifted, with heightened awareness of personal hygiene and health protection. This has led to a marked increase in the utilization and
stockpiling of hygienic disposable products. As a result, the pandemic has had a substantial and lasting impact on manufacturing activity in the nonwoven fabric
sector.

In 2020, driven by the increased demand for epidemic prevention materials amid theCOVID-19 pandemic, China's nonwoven fabric market experienced a
significant upswing. The production of nonwoven fabric surged from 6,213.0 thousand tons in 2019 to 8 785 0thousand tons in 2020, with a year-on-year growth
of approximately 41.4%_In 2023, the production volume of nonwoven fabric was 8,143.0 thousand tons, representing a CAGR of approximately 7.0% from 2019.
Due to the gradual reduction in the impact of the COVID-19 pandemic, the overall production of nonwoven fabric is expected to progressively slow down in 2022
and 2023, maintaining stability thereafter. By 2028, production is projected to reach 9,240 0 thousand tons, representing a CAGR of approximately 2 6% from
2023.

Source: China Nonwovens & Indusirial Texiiles Association (CNITA), Frost & Sullivan
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China’s Nonwoven Fabric Market Analysis
Raw Materials Price Trend

Average Price of Super Absorbent Polymers{China), Average Price of Nonwoven Fabric {China),
2019-2023E 2019-2028E

—e— Growth Rate CAGR 19-23E —— Growth Rate CAGR 19-23 CAGR 23-28E
[ | Average price of Super Absorbent Polymers 2.1% [ ] Average price of Nonwoven Fabric -0.4% 2.0%
Average price of Super Absorbent Polymers Average price of Nonwoven Fabric
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14 - 13.2 13.2 - 100
12.2 12.5 151 30 ~ - 100
12 A - 80 251
25 - 509 213 216-80
10 A - 60 ) 203 202 199 20.5 . - :
20 - 19.6 - 60
8 1 - 40
15 1 - 40
6 - 20
4 1 - 0 10 +1_5°/(+3-|0°/c+2_|0°/c+1_|9‘3+1_4% - 20
2 - L _20 5 = r—_p | 0
0 - L 40 O -20
2019 2020 2021 2022 2023E 2019 2020 2021 2022 2023 2024E2025E2026E2027E2028E

+ The average price of super absorbent polymers is expected to increase from approximately RMB12,200 per ton in 2019 to
RMB13,200 per ton in 2023, representing a CAGR of approximately 2.1% from 2019 to 2023. In the future, the market demand for
super absorbent polymers is expected to continue to grow, thereby supporting a stable increase in the price of super absorbent
polymers.

+ The average price of nonwoven fabrics surged from approximately RMB19,900 per ton in 2019 to RMB25,100 per ton in 2020, with
a year-on-year growth of approximately 26.1%. In 2023, the average price of nonwoven fabrics is approximately RMB 19,600 per ton,
representing a CAGR of approximately -0.4% from 2019. The price of nonwoven fabrics tends to be stable, and the price of
nonwoven fabrics is expected to be approximately RMB21,600 per ton in 2028, representing a CAGR of approximately 2.0% from
2023.

Source: China Nonwovens & Indusirial Texiiles Association (CNITA), Frost & Sullivan
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China’s Nonwoven Fabric Market Analysis
Industry Competition Pattern

China's Nonwoven Fabric Industry Competition Tiers China's Non-woven Industry Competitor Distribution

Degree of .
Scale Capacity
Tier 1 Large > 100,000 tons

____________ "
) 50,000- ' I Enterprises are I
Medium 100.000 t ‘ | located in Eastern
' ons ' I Coastal Areas |
I = Yangtze River :
Small < 50,000 tons | Delta !
- I Pearl River I
: Delta |

Note: The more companies, the darker the color ~ @ ————————————

* In the context of the competitive tier structure within China's nonwoven fabric industry, Tier 1 companies have a production capacity
exceeding 100,000 tons. Tier 2 companies operate in the range of 50,000 to 100,000 tons, while Tier 3 consists of smaller companies with
a production capacity of less than 50,000 tons.

» Considering the regional distribution of China's nonwoven fabric enterprises, the industry chain exhibits concentrated development,
mainly centered in the eastern coastal areas of the country, especially in the Yangtze River Delta and Pearl River Delta regions.

+ By 2023, there were approximately 10,000 nonwoven fabric manufacturers in China. The country's non-woven industry is characterized
by a large number of small and medium-sized enterprises, resulting in a highly fragmented competitive landscape. The industry's primary
focus has been on expanding production capacity and quantity, exposing a significant gap in technology research and development. Price
continues to be the dominant factor driving competition.

+ With societal preferences increasingly emphasizing a higher quality of life and the rapid growth of downstream applications in the
nonwoven fabric sector, traditional low-end nonwoven fabric products may face challenges in meeting evolving market demands. This
shift is expected to accelerate industry consolidation, gradually phasing out technologically inferior and financially fragile small and
medium-sized enterprises. As a result, there is an expectation of an increase in industry concentration, optimizing the overall structure of

the-sector.
Source: Frost & Sullivan
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Appendix

Identities of Competitors

Company
Company A
Company B
Company C
Company D
Company E
Company F
Company G

English Chinese
Quanzhou Tianjiao LADY & Baby’s Hygiene Supply Co., Ltd. T RIGH 404 4 B S0 IR 4 H TR &)
Megasoft (China) Co., Ltd. EiER (FE) FHRAE
Procter & Gamble (China) Ltd. FE (PH) AR
Kimberly-Clark (China) Co., Ltd. SR (FE) FTRAE
Hengan International Group CO.,Ltd. B4 BEEE AR S
Hangzhou Beika Industrial Co., Ltd. AN G EEFERGH RS
Unicharm Consumer Products (China) Co., Ltd. KL FR S (FA) HTRAF

Source: Frost & Sulfivan
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Appendix
Industry Norm

According to the Frost & Sullivan Report, the export value of babycare hygienic disposables to Russia from China were approximately
RMB1,346.1 million in 2023 and is forecasted to continue to increase to approximately RMB2,364.0 million in 2028, representing a
CAGR of approximately 14.4% from 2023 to 2028.

According to the Frost & Sullivan report, the baby hygienic disposable market in China has polarised into luxury premium segment
dominated by international and established brands on one hand; and on the other hand affordable premium segment with around 500
players in 2023.

The Group’s core babycare product category is the largest segment of the hygienic disposable industry in China export and domestic
markets, where it accounted for over approximately 58.8% and 38.5% of the aggregate export value and retail sales value
respectively in 2023 according to the Frost & Sullivan Report.

The Company was ranked as the second largest exporter of babycare disposable hygienic products in China to Russia in terms of
export value in 2023, with a market share of approximately 3.7% of the export value of babycare hygienic disposables in China in
2023 according to the Frost & Sullivan Report.

The Directors advised that the significant increase in the Group’s sales to Russia between FY2022 and FY2023 was due to (i) the
growth of the export value of hygienic disposables from China to Russia of approximately 23.8%; and (ii) the increase in the Group's
market share of the export value from China to Russia by approximately 48.1% from approximately 18.9% in 2022 to approximately
28.0% in 2023. The Directors also advised that the increase in the Group’s sales to Russia of approximately RMB172.0 million or
83.7% from FY2022 to 2023 is comparable to those of the peers as follows:-

Company A, being the largest exporter of hygienic disposables to Russia, have experienced an export sale growth from
approximately RMB265.5 million in 2022 to approximately RMB400.0 million in 2023, representing an increase of approximately
RMB134.5 million or 50.7%; and

Company B, being the third largest exporter of hygienic disposables to Russia, have experienced an export sale growth by
approximately RMB118.0 million or 83.1% from approximately RMB142.0 million in 2022 to approximately RMB260.0 million in 2023.

According to the Frost & Sullivan Report, the size of the hygienic disposables market in Southeast Asia was approximately RMBS.4
billion in 2023 and is forecasted to grow to approximately RMB11.7 billion in 2028, representing a CAGR of approximately 6.9% from
2023 to 2028.

Source: Frost & Sulfivan
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Appendix
Abbreviations and Terms

+ CAGR: compound annual growth rate

+ China: if not specified refers to mainland China, excluding Hong Kong, Taiwan and Macau
+ PRC: People's Republic of China + # A K, 4= [F

+ GDP: gross domestic product

+ RMB: Renminbi, the lawful currency of the PRC

« IMF (International Monetary Fund): & Fx 5t 1 2448 22

+ COVID-19: A viral respiratory disease caused by the severe acute, respiratory syndrome coronavirus 2, which has been declared by
World Health Organization as a pandemic on March 11, 2020

Source: Frost & Sulfivan
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Appendix
Abbreviations and Terms

Limitations in Source of Information

» Interviews with end-users, venders and distributors are conducted to collect information for this report,
based on a best-efforts basis.

1

1

1

1

|

| » Frost & Sullivan will not be responsible for any information gaps where interviewees have refused to
. divulge confidential data or figures.
|
1
1
1
1
1
1
|
|

* In instances where information is not available, figures based on similar indicators combined with Frost
& Sullivan in-house analysis will be deployed to arrive at an estimate.

* Frost & Sullivan will state the information sources at the bottom right-hand corner of each slide for easy
reference.

* Value and percentage figures in this report are all rounded. Figures may not add up to the respective
totals owing to rounding.

» The base year is 2022. The historic period is from 2018 to 2021. The forecast period is from 2023 to
2027.

Source: Frost & Sulfivan
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Appendix
Methodologies

Frost & Sullivan is an independent global consulting firm, which was founded in 1961 in New York. It offers industry research and
market strategies and provides growth consulting and corporate training. Its industry coverage in the PRC includes automotive
and transportation, chemicals, materials and food, commercial aviation, consumer products, energy and power systems,
environment and building technologies, healthcare, industrial automation and electronics, industrial and machinery, and
technology, media and telecom.

The Frost & Sullivan Report is prepared through extrapolating publicly available data such as information provided by
governments, industry associations, annual reports of public companies, industry reports and other available information gathered
by non-profit organizations.

The Frost & Sullivan’s report includes information on the China’'s macro economy overview, disposable absorbent hygiene
product market analysis, babycare hygienic disposables market analysis, feminine absorbent hygiene product market analysis,
adult incontinence product market analysis, Pet hygiene product market analysis, and competitive landscape, etc.

The market research process for this study has been undertaken through detailed primary research which involves discussing the
status of the industry with leading industry participants and industry experts. Secondary research involved reviewing company
reports, independent research reports and data based on Frost & Sullivan’s own research database.

Projected total market size was obtained from historical data analysis plotted against macroeconomic data as well as specific
related industry drivers.

Frost & Sullivan’s report was compiled based on the below assumptions:
(i) PRC’s economy is expected to maintain steady growth in the forecast period;
(i) PRC's social, economic, and political environment is expected to remain stable in the forecast period;
(

iii) There is no external shocks such as financial crisis, natural disasters or epidemics will affect the demand and supply in
dining market in the PRC in the forecast period; and

(iv) The key market drivers, such as increase in per capita disposable income, upgrading consumption and increasing
expenditure on food, gradual convergence of catering service and retail services, development of cold chain logistics,
consumers’ pursuit of higher cooking efficiency, favorable government policies are expected to boost the development of
the China’s dining, home dining, and Home Meal Products markets.

All the data and information regarding the Group is provided by the Group.

Source: Frost & Sulfivan
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Appendix
Methodologies

Frost & Sullivan is an independent global consulting firm, which was founded in 1961 in New York. It offers industry research and
market strategies and provides growth consulting and corporate training. Its industry coverage in the PRC includes automotive
and transportation, chemicals, materials and food, commercial aviation, consumer products, energy and power systems,
environment and building technologies, healthcare, industrial automation and electronics, industrial and machinery, and
technology, media and telecom.

The Frost & Sullivan Report is prepared through extrapolating publicly available data such as information provided by
governments, industry associations, annual reports of public companies, industry reports and other available information gathered
by non-profit organizations.

The Frost & Sullivan’s report includes information on the China’'s macro economy overview, disposable absorbent hygiene
product market analysis, babycare hygienic disposables market analysis, feminine absorbent hygiene product market analysis,
adult incontinence product market analysis, Pet hygiene product market analysis, and competitive landscape, etc.

The market research process for this study has been undertaken through detailed primary research which involves discussing the
status of the industry with leading industry participants and industry experts. Secondary research involved reviewing company
reports, independent research reports and data based on Frost & Sullivan’s own research database.

Projected total market size was obtained from historical data analysis plotted against macroeconomic data as well as specific
related industry drivers.

Frost & Sullivan’s report was compiled based on the below assumptions:
(i) PRC’s economy is expected to maintain steady growth in the forecast period;
(i) PRC's social, economic, and political environment is expected to remain stable in the forecast period;
(

iii) There is no external shocks such as financial crisis, natural disasters or epidemics will affect the demand and supply in
dining market in the PRC in the forecast period; and

(iv) The key market drivers, such as increase in per capita disposable income, upgrading consumption and increasing
expenditure on food, gradual convergence of catering service and retail services, development of cold chain logistics,
consumers’ pursuit of higher cooking efficiency, favorable government policies are expected to boost the development of
the China’s dining, home dining, and Home Meal Products markets.

All the data and information regarding the Group is provided by the Group.

Source: Frost & Sulfivan
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