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Part 1

POWER OF CI;IlNA: OPENING UP A NEW CHAPTER
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Accelerating
Consumption Upgrading

40 Anniversary of China Reform
and Opening-up

5th Anniversary of
the Belt and Road
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# Population
. GDP
#3 Size




GDP RMB 65tn, +6.7%, YD Q3

Growth

Weight Contribution

Consumption 54% 78.0%

Investment 43% 31.8%




ACCELERATING URBANIZATION

59%

2017 600+ cities in China

+230 mn people
200+ cities > 1MN population

44%, / & | China urban population is larger

2006 % than the EU total population
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China: Mulii-faceted

+ rural vs. urban population

+ inland vs. coastal

+ dynastic heritage vs. modern cifies
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https://www.vcg.com/creative/807626895?phrase=%E4%B8%AD%E5%9B%BD&providerId=1&rand=NNJ625O_c13dceabcb143acd6c9298265d618a9f

THE CHINESE LEAP
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Way of living




THE CHINESE LEAP

Travel
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Innovation Green Sharing

KEY WORDS o —
FOR DEVELOPMENT
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Coordination Opening Up Consumption

10



- \. :
. N
\~

CHINESE
CONSUMERS
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RISING
CHINESE
MIDDLE CLASS
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2015 2020e

'. Idle-class population in China

Source: BCG report; L'Oréal population dynamics study, 2015/2030

By 2030

Upper middle+
Upper class

consumption
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Consumption Upgrade Search for Quality Customization




CHINESE GLOBAL TRAVELERS

Chinese Outbound Tourists (in millions)

+13% cacros-17 +9% CAGR 17-21
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Source: FGRT (Fung Global Retail & Technology), spending: recent trip with shopping amount, May2017




A Century of Change

N sy in Only 40 Years -
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Post 60s/70s Post 80s Post 90s Post 95s5/00s
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Fight for Family
They have Savings

Few Travel Abroad
High Price=High Quality
LOGO/Status
No Makeup
Limited Brand Knowledge
Collective Society

Willing to Learn




Prove to Others
They have Dek

Possession

Prepare for Future

Focused and Harc

Career/Climb Soc




Post 9 0
Live for Me

They have Parents
Experience e X SRR

Enjoy The Present

Good Quality of Llfe

Ind |V|d U CI|ISTI c 4 ;_
Self Expression Sl

World + Self Discovery Green Heor".ri

Digital Native
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~95/00°

We are the futurel

R Independent
Optimistic

Global citizen

China-Proud
Expressive
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POST 95/00

FOCUS ON




to express, get noticed & recognized

ersonalization is important
R0 bty SR
FALEEARR LN
1e next generation, willingness to spend
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Source: Penguin Intelligence, 2017




Unconventional Is the New Aspiration Values Topics Trigger Huge Reaction



60+ y.o population

FOCUS ON

NEW SILVER 2017: 241 mn

2050e: 487 mn

Benefit from refor
Another gold mine
Educated, sophisticated

More affluent

Source: China Elder Industry Development Report, 2017
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11 KEY PSYCHOGRAPHICS
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Confident
Family and responsible

Tech fans

Open to beauty
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STRATEGIC UNDERSTANDING OF MEN
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5 PROFILES OF CHINESE MEN IN GROOMING

Fans of professionality (18%)
+ Super fans of men-specific brands

Traditional men (58%) _ _

« Don't care about grooming

Prefer electronic products & video games

*  Market follower Rely highly on internet

*  Family oriented

Yuppies (10%)

Pursue good quality of life (more
premium products)
Total grooming

Like sports, fravel and reading

Hair styling lovers (6%)

« Fashionable

+ Care alot about their hair styling

+ Keen on car and electronic produ
Beautiful faces (8%)

Care about external appearance

Pursue delicate face through sophisticated skincare

and makeup routine

Pay atftention to dressing, jewelry, watches and bags

28
Based on Ali big data (behavior data)



Part 3

BEAUTY IN CHINA
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GOLDEN AGE OF BEAUTY

Beauty Fo/ j /g Beauty
In the DNA ) R Is coming back
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NEW GENERATIONS: BEAUTY ADDICTION

Skincare Purchase Penetration Make up Purchase Penetration
Y g Y g N
@, >90% > 70% &, =85% = 40%
\\ 4 \X '
# of skincare routine by age # of make up types by age
Korea «O=China Korea «O=China
4,5 1

45 -
40 -

gl e

X 2.5

30 - 2.5 1 M

2,5 . . | | 1,5 . |
15-24 25-34 3544 4554 15-24 25-34 35-44 45-54

Source: Kantar Panel China and Korea 2017; Korea make up including Lip Balm 31



CHINA BEAUTY MARKET

+‘|o% 39 bn euro

(sell out)
CAGR 2010-18

[ T T T T T T T T 1

2010 2011 2012 2013 2014 2015 2016 2017E 2018E

Source: Internal estimation
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CHINA BEAUTY MARKET BY SECTOR

Pro/Dermo/Othe
Is

Selective 11%

2013

Source: internal estimates

2017
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CHINA BEAUTY MARKET BY CATEGORY

1% 2%
2% 2%
8% 10%

2013 2017

Source: internal estimates
*Others include hair styling, perm, hygiene.

Others
Fragrance
Hair color
® Make up
Haircare

m Skincare
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CHINA SKINCARE BY ORIGIN

Mass Skincare

2017

Chinese Western Asian

Source: Kantar Worldpanel

Selective Skincare

2017

Western Asian
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WESHAINTIAURENT

BEAUTE
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BEAUTY E-COMMERCE

2017: 8 bn euro (sell out)
23% weight of market

+38% CAGR 2013-17
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UNLIMITED
BEAUTY
ASPIRATIONS

The power of ingredients One more chance to live Life is short, fry more looks - I'm never fully dressed No elegance is possible
for the safest, most better - science-based young, affordable and without great hair - without fragrance -
effective skincare dermo cosmetics playful make-up professional haircare & sensory fragrance

color
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CHANNEL SHIFT

BEAUTY RETAIL SALES Value Weight

4%
17%
4%
+38%
E-Commerce
16% CAGR 13-17
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2013

Source: Internal estimation

4%
12%

4%

17%

2017

Ofthers

Door to Door

Personal Care

Cosmetics Store

B E-commerce

m Food Channel

m Dept Store
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DEPARTMENT STORES

REINVENT AND UPGRADE

—
Strengthen Branding for trust and identification .

Step in mall format: :

- Improve Service to catch up with-consumption upgrade

- Provide EXperience of inspiration and discovery

Centralized management and digitalization
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entertainment, children’s educ 1on ana-play
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MORE THAN E-COMMERCE,

Online

Offline

7 ) Alibaba
Q . - PR
E-Commerce 53
Taobao TmaII

Social

Entertainment
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Youku Ali Games
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Supermarket e
Lianhua Sun Art Sunning Tao Cafe
=
*=IBY l:
Department Store | imez Sanjiang Bailian  Xinhuadu
Fresh/Small Stores S -
Hema ngshoutong Starbucks Eleme
CL4| S
it S NlAo gg CJwes
L e Alipay  Cainiao Logistics Ali Cloud

NOW NEW RETAIL

E-Commerce

<

Pinduoduo JD

WeChat QQ

Tencent Games
Tencent TV (Top 1: King Glory)

Social

Kuaishou

Entertainment

(0 K EBE Walmart

Supermarket
Yonghui Walmart Carrefour China JD
Resources Unmanned
QRERE KALEE
Department Store
Wanda Group  Better Life
- % RO %8 mwm f‘ @
Fresh/Small Stores 4

7Fresh  Zhangyu Fresh thonglu Luckin Coffee Meituan /

AR & BIRS

JO Logistics
JD Logistics Tencent Cloud

Infrastructure Q SUEEAD

Wechat pay
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Disclaimer

"This document does not constitute an offer to sell, or a solicitation .of an offer to-boy,. I Oréal.shates..If =
you wish to obtain more comprehensive information about [‘Oréal, please.refer to the public-documents
registered in France with the Autorité des Marchés Financiers (which are also-availablein-Fnglish on our
Internet site: www.loreal-finance.com). This document may contain some forward-looking statements.
Although the Company considers that these statements are based on.reasonable hypothéses at-the date
of publication of this release, they are by their nature subject to.-risks and unlertainties-which-could
cause actual results to differ materially from those indicated or projected in these statements. "




