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Chinese consumers’ optimism has picked up since mid-April, with more than 50% of consumers feeling
optimistic about post-COVID recovery.
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While most people were confined at home during the lockdown period, this stuck-at-home audience
had modified their shopping habit but turning to electronic means – online shopping via eCommerce
website, and this habit is expected to continue even after the crisis.
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Engagement of Mainlanders Aged 15+ in eCommerce
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While most of the Mainland population has become more digitally savvy, the number of people
engaging in eCommerce activities has been on a steady rise. 73% of them have developed a habit of
searching for product information online with their digital devices, while nearly 100% of them have the
experience of visiting online stores, among which 78% of them made purchases, with an average
spending of USD$1,935. It is worthwhile to note that more people prefer visiting eCommerce shops or
making purchases via their mobile devices (64%) instead of through their desktop computers (24%).
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(Source: Hootsuite, Jan 2020)
100% of categories selling their products online benefit from lucrative business in 2019, and earn an
even higher profit in 2020, with a YOY growth for all categories.
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YOY Growth of eCommerce Spend by Categories
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(Source: Statista, Jan 2020)

The Ever-growing eCommerce Market
With the world becoming digitalized, and with various social incidents causing interruptions, such as
pandemic crisis, to people’s lives, eCommerce has become an increasingly indispensable part of
everyone’s life. Indeed, revenue from eCommerce has never ceased to drop since 2018, from RMB 29
billions to an estimate of RMB 58 billions in 2023, a two-fold increase in less than 2 decades to be exact,
making eCommerce a battlefield for brands of difficult scales and sizes who are eager to maximize
their profits through sales conversions.

China Retail eCommerce Market (2017-23)
70

27%

RMB Billions

60
50
37

40
30

38

29

53

48

43
13%

30%

58

25%
20%
15%

12%

20

11%

10% 10%
5%

10

2%

0
2017

2018

2019

0%
2020

Revenues

2021

2022

2023

Growth Rate

(Source: Azoya Consulting, July 2019)
While eCommerce platforms are getting crowded with a wide variety of brands, it is of paramount
importance to target at potential consumers with appropriate and well-established marketing
strategies. Traditionally, three types of customers are targets of eCommerce platforms (Jing Daily, July
2019):
1. users who know what they’re looking for
2. users who don’t know what they’re looking for but are browsing online
3. users who don’t have plans to buy anything at all
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The first two groups are well taken care of through targeting and retargeting strategies by data-driven
marketing strategies, while the final group making up of online users who are not aware of what and
how they can buy online form a target group with the biggest potential. To target this group, brands
must work proactively with third-party social platforms on curating great content for grabbing their
attention.

The Lucrative Video Content Marketing Strategy
Video contents are welcome for a reason – they are entertaining and they enable target audience to
see how products look and feel in reality. Videos prompt impulsive buying and the conversion rate for
livestreaming can be as high as 32% as reported by Taobao Live in 2018 (Jing Daily, July 2019). The
number of users for online livestreaming industry in China has increased 10.6% YOY to 504 million in
2019, more than half of China’s total 854 million netizens. This figure is expected to continue rising to 526
million in 2020 (iiMedia, Feb 2020).

User Scale and its Forecast of China Online Livestreaming Market (2016-2020) (100 million people)
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(Source: iiMedia Research, Feb 2020)

Leveraging Key Opinion Consumers (KOCs) and Leaders (KOLs) to Boost Sales Conversions
While Key Opinion Leaders have long been an influential factor driving buying intentions among
Mainlanders, with 55% of them gaining awareness on beauty and personal care products through
recommendations by KOLs or KOC, household confinement during the pandemic period has pushed
this trend to an unprecedented record high. According to Gartner’s figure, 84% of beauty brands offer
livestreaming content on their eCommerce stores (June, 2020), making livestreaming by KOLs or KOCs
a must-have for brand campaigns.
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KOL / KOC’s Influence on Digital Consumers
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(Source: McKinsey China Consumer Trends, 2019)
As explained by social capital, consumers’ personalities are reflected through the products they use.
Being more self-conscious, consumers search for information from a variety of sources when choosing
what products to buy. Key Opinion Consumers (KOCs), as opposed to Key Opinion Leaders (KOLs), can
be ordinary customers who are followed by a relatively small number of loyal followers, but create
authenticity to brands laying the foundation of consumers’ trust towards brands, instead of
commercialized recommendations which may sound too “artificial” in the eyes of consumers. Some
brands such as MAC Cosmetics trained their beauty assistants (BAs) to become livestreamers whom
they believe can drive traffic from their personal contact (Gartner, June 2020). A quick overview
highlighting the differences between KOLs and KOCs is shown below:
Traffic Source
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KOL
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KOC
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Promotional Cost

Low

Poor
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High

Strong

Low

(Source: Azoya, Jan 2020)

Depending on budgeting, brands are advised to leverage the impacts of both KOLs and KOCs who
uniquely have their targeted user bases working according to the following mechanism:

Raise
awareness

Further the discussion by sharing
real post-usage experiences

Livestream products to encourage
purchases by followers

Share
Experiences

Activate
Conversion

Create new topics about the products &
set the tone for additional engagement

Spread
Content

Deepen
penetration

Provide thoughts & opinions
about the products

Prompt followers to provide opinions &
reviews for enhancing engagement

(Source: Azoya, Jan 2020)
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Getting Ready for Your Cross-border eCommerce Business
Social commerce is a major driver of impulse purchases. According to Nielsen China, among the 3,531
online shoppers, 54% spent more on online shopping than they anticipated and 80% mentioned that
social recommendations drove impulse purchases (Dragon Social, 2019).

Demographics of China Consumers
A majority of online consumers (76.8%) are aged between 18-34 with most of them highly educated.
More than 61% of them are degree holders or above. Around 47% of them receive a high salary with
over RMB 10,000 monthly income.

China Cross-border eCommerce Customers (by Age Group)
Under 18 y-o, 5.50%
45 y-o or above, 4.70%
18-24 y-o,28.80%
35-44 y-o, 13.00%

25-34 y-o, 48.00%

(Source: Dragon Social, 2019)

The Rise of Lower-tier Cities
More than 34% of the Mainland population in tier 3 and 4 cities account for the relatively affluent
households now in tier 3 and 4 cities who are more motivated by social engagement and product
exclusivity than shoppers in tier 1 and 2 cities.. The number of households with annual disposable
income of RMB 140,000-300,000 in tier 3 and 4 cities increased by 38% CAGR from 2010 to 2018, greater
than the 23% growth seen in tier 1 and 2 cities. These relatively affluent households (‘upper aspirant’
and ‘mass affluent’ classes) now account for more than 34% of the population in tier 3 and 4 cities,
nearly the proportion found in high-tier cities 5 years ago.
Figures from the 2019 February's Spring Festival exhibited that online shopping in 3rd and lower-tier cities
across major platforms from Tmall to JD. Residents from smaller cities outperformed their cosmopolitan
counterparts by the number of orders placed, the variety of products they chose and
customer-per-spending for certain categories (China Daily, 2019).
In the cosmetics segment, for instance, residents of smaller cities, mainly comprised of 220 million
people aged between 20 and 35 (National Bureau of Statistics, 2019) pumped 38% YOY of online
spending on cosmetics in 2018, dwarfing just 16% recorded by their counterparts in higher tier cities
(Kantar Worldpanel, 2019). Such trend can be attributed to a number of factors – lower living costs, a
more relaxed “hukou” policy, easier access to the social security system, etc. have contributed to a
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reducing need for precautionary savings, while fueling the aspiration to spend especially on quality
products.

Increase of Well-do-do Consumers in Lower-tier Cities
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Targeting at Young Free Spenders & Savvy Shoppers
Young free shoppers refer to those who are young digital natives who live predominantly in tier 2, 3 or 4
cities, where living costs are relatively lower. The group accounts for almost 60% of 2018’s total
spending growth over 2017. This finding aligns with Nielson’s analysis released Nov 2019, highlighting a
high potential group of 120 million “small-town youth” with nearly 60% of them having monthly
disposable income of more than RMB 3,000, are bullish on their purchasing power as illustrated from
2018-2019 (Nielsen, 2019). With sufficient disposable cash on hand, they are optimistic about their
futures and are more carefree towards spending their money, especially on high-end skincare
(McKinsey, 2020). As a kind of social capital, they want to be seen as fashionable, open-minded and
ready to make decisions for themselves, which make them early adopters of new products and
services who are more likely to have their buying decisions influenced by celebrity endorsements (e.g.
KOLs) (Nielson, 2020). To catch the hearts of Yong Free Spenders, brands need to carefully consider
their omnichannel strategies, since many Young Free Spenders enjoy spending time both online and
offline (McKinsey, 2020).
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Changes in Young Free Spenders’ Actual Spending (by Category) 2017 vs. 2018 (N = 313)
Decreased by -5% or more

No change (-5~5%)

Increased by 5% or more
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(Source: McKinsey, 2020)

Savvy shoppers are those who are in pursuit of good quality products but are quite unwilling to pay
more for them. In fact, they traded down to less expensive products in more categories than they
traded up. Being savvy, they are willing to spend time and are inclined to do the careful product
evaluations for better and longer lasting products without paying more. They are usually married,
middle aged, female, and living in expensive tier 1 cities. They made up of just 6% of the 2019’s
spending growth (McKinsey, 2020).

The Wellness Boom – Towards a Health-conscious Marketing
After a period of health-threatening crisis, many people in China have become more health conscious,
prompting them to increase their spending on categories related to health and lifestyle. 72% of urban
consumers saying they are actively seeking a healthier lifestyle, brands therefore have an enormous
opportunity to proactively shape perceptions about what it means to be healthy (McKinsey, 2020).
The pandemic has made self-care and wellness a growing trend. Research using big data showed that
over 70% of Chinese people struggle with insomnia with over 50% of respondents born after 1990
(JD.com, May 2020), illustrating that people’s well-being is impacted by COVID-19. Moving forward,
taking ownership of one’s health will be a main priority for nearly 1 billion people forced to stay at home
amid the pandemic (Catchon, May 2020).
Products related to anti-virus, accordingly, are doing particularly well. “Health” and “nutrition” product
categories do exceptionally well. Vitamins and nutraceuticals, for example, have seen triple-digit
increases in online searches and sales (Technode, Apr 2020). Beauty products that stress their health
credentials will be winners among Chinese consumers. This “healthy beauty” trend prompts brands to
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focus on healthy ingredients as well as products that suggest a healthy lifestyle with beauty as part of
that lifestyle (WARC, Mar 2020).
Moving forward, taking ownership of one’s health will be a main priority for nearly 1 billion people forced
to stay at home amid the pandemic. Customers’ mindset has shifted to how to build a healthy
ecosystem for themselves, which is going to affect how we eat, down to what cosmetics we use
(Catchon, May 2020), especially among citizens in higher tier cities who have more access to information
constituting a healthy lifestyle (McKinsey, 2020).

Increasing Consumer Spending on Categories Related to Health and Lifestyle (2017 vs. 2018) N=1,325
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Escalating Importance of Customer Relation Management (CRM) & Customer Data
During shopping mall and shop closures, brands turn to online sales. A seamless connection to customers
and understanding their needs have become extremely important. During the lockdown, brands and
shopping centres used WeChat, Mini-programs, online social groups and livestreaming videos to reach
consumers even without foot traffic to their brick-and-mortar shops. Customer data has now become
both an important and a valuable asset. Brands should aim to leverage the use of customer data to
improve business efficiency and increasingly provide more targeted and personalized services through 3
key areas: (a) customer loyalty programs, (b) customer data, and (c) technologies aiming at making the
shopping experience easier, safer and more efficient (KPMG, May 2020).
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