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China has rapidly Recent years have Per capita consumption
transitioned from a seen rising disposable in Tier-1 cities is visibly
predominantly lower- incomes for high-income high but several Tier-2 &
middle class society to a Chinese households, Tier-3 cities record high
middle, upper-middle and boosting demand for growth. Rising preference
Affluent class society over high value products — A for travel, staying
past decade visible shift from mass to connected, recreation, &
premium buying durable goods

700 million plus internet gl Rapid rise in use of
users in China, bulk of smartphones for online
them in urban areas, shopping and payments
using 25 hours of internet over past 5 years. Online
per week. Beijing, retail sales still forms a
Shanghai & Guangdong small part of China’s total
top in internet penetration, E-commerce business,
rapid growth across which is led by business
provinces to business (B2B) sector.
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China’s demographics — large is beautiful

1.39 bn
Population 1005 mn
54% urban Working age
population
453 mn
Households 79mn
College
graduates
415 mn
Millennials
(30% of 1042 mn
population) Smartphone
subscribers
217 mn
GenZ US$ 606 bn
(18% of Online retalil
population) market size
Note : Millennials are those born in e Lysus & 1YYUs; GEN £ © BOIM aier ZUuus

Source: BBVA Research, China National Bureau of Statistics
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China’s rapid transformation from a lower-middle to a
middle, upper middle and Affluent class society

Income-wise classification of China's Urban households (%)
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A steadily increasing disposable income, albeit at a
moderating but robust pace, with wide urban-rural gap

(RMB) (% YoY), (RMB)
30.000 18 | 40.000
16 | 35.000
25.000

141 30.000

20.000 12
25.000

10
15.000 20.000

8
15.000

10.000 6
10.000

4
5.000 5.000

2
0 ' ' 0 0

2012 2013 2014 2015 2016

m China Urban Disposable Income Per Capita
B China Rural Disposable Income Per Capita

2011 2012 2013 2014 2015 2016
mmm China Disposable Income Per Capita
—&— China Disposable Income Annual Growth (RHS)
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Recent years have seen a sharp pick up in disposable
iIncome of high-income Chinese households

(RMB) Disposable Income Per Capita by Urban Household
Income Level
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City-wise differences in disposable incomes across
China, with higher growth in lower income cities

(RMB) (% CAGR)
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Reassuringly, income inequality has broadly been on
a declining trend over the past decade
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. Source: BBVA Research, China National Bureau of Statistics 9



I BBVA ‘ RESEARCH CHINA CONSUMPTION TRENDS | 2017

Rural China leads consumption expenditure per capita
growth, pace has moderated but still healthy

(%YoY) Consumption expenditure per capita
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. Source: BBVA Research, China National Bureau of Statistics 10
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Province-wise consumption expenditure per capita

(RMB) Annual Province-Wise Consumption Expenditure Per Capita in 2016
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Source: BBVA Research, China National Bureau of Statistics 11
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Per capita consumption in Tier-1 cities is visibly high
but several Tier-2 & Tier-3 cities top in growth terms

(RMB) (% CAGR)
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Source: BBVA Research, China National Bureau of Statistics 12
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Share of food in rural China’s per capita consumption
basket is declining, offset by higher value purchases

(RMB) Rural annual per capita consumption expenditure
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Increasing wallet share of urban Chinese towards
residence, travel, communication, recreation & food

(RMB) Urban annual per capita consumption expenditure
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Urban Chinese prefer to travel, stay connected, buy
protein rich food, durable goods & recreation

(RMB) Urban annual per capita consumption expenditure
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Automobile consumption has grown at a robust 24%
CAGR over the past decade in urban China

40
35
30
25
20
15
10

5

0 r

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

— Average Automobiles per 100 households in China
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Auto consumption growth has been most rapid in less
developed provinces over the past decade
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/700 million plus internet users in China, bulk of them
In urban areas, using 25 hours of internet per week

(Person Million) Number of Internet Users in China (% YoY) | 30 Y
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Guangdong province tops with the most number of
Internet users followed by Shangdong and Jiangsu
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Beljing, Shanghai & Guangdong top in internet
penetration, rapid growth seen across most provinces
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AcCross top cities, internet penetration growing most
rapidly Ningbo, Hangzhou, Chengdu, & Chongging
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The use of mobile phone to access internet has far
outdone that of desktop and laptop in China

(0/((’)) Share of Chinese internet users using desktop, laptop or mobile to access internet
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Gender gap In internet usage has largely closed while
20-50 years age group are the main users of internet

Internet User Structure in China by Age

(%) Internet User Structure in China by Gender (%)
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Most using internet have atleast attained secondary
education, while usage Is even across income groups
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Mobile phone ownership across Chinese households
has risen to an average above 2 per household
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Mobile phone ownership in urban Chinese households

aClrosSs provinces
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Mobile phone ownership in rural Chinese households

aClrosSs provinces
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China has seen rapid rise in use of smartphones for
online shopping and payments over past 5 years

. Number of users of internet based financial Purpose-wise usage rate of mobile phone in China
(Person Million)  services in China (%)
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Source: BBVA Research, Ministry of Commerce, China General Chamber of Commerce 30
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Online shopping has far outdone offline shopping in
China over the past five years

(RMB Bn) China Store Sales (% YoY) | (RMB Bn) (RMB)
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Chinese are shopping online to buy an increasingly
diverse range of goods today than ever before

(%) Category-wise online shopping as a share of online & offline shopping in China
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Online retall sales forms a small but growing part of
China’s total E-commerce business, led by B2B

(RMB Bn)
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Disclaimer

This document has been prepared by BBVA Research Department, it is provided for information purposes only and expresses data,
opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources we consider to
be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either express or implicit, regarding its
accuracy, integrity or correctness.

Estimations this document may contain have been undertaken according to generally accepted methodologies and should be considered
as forecasts or projections. Results obtained in the past, either positive or negative, are no guarantee of future performance.

This document and its contents are subject to changes without prior notice depending on variables such as the economic context or market
fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest in financial
assets or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or decision of any kind.

In regard to investment in financial assets related to economic variables this document may cover, readers should be aware that under no
circumstances should they base their investment decisions in the information contained in this document. Those persons or entities offering
investment products to these potential investors are legally required to provide the information needed for them to take an appropriate
investment decision.

The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation, distribution, public
communication, making available, extraction, reuse, forwarding or use of any nature by any means or process, except in cases where it is
legally permitted or expressly authorized by BBVA.
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