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K Group has Become the First Finnish Grocery Retail Operator
to Enter into Food e-commerce in China

* The online store is implemented in cooperation with the world's largest online
retailer: Alibaba

« K Group has strong international trade expertise in the Far East and Asian markets,

thus exports are a natural next step
* An objective is to open a route to China's expanding market for Finnish food

* The online store will be built on agility and a start-up spirit - aware of the

opportunities and risks

4 29.9.2017

=l



Why? K
K Group is a significant wholesale company with strong international
competences and skills. Hence, exporting to China offers interesting
business opportunities

Developing digital services is at the core of K Group’s strategy - the
objective is to offer the best digital services in trading sector

A common concern is the future of the Finnish food chain - K Group
wishes to promote the export of Finnish food products to international
markets
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Based on Strong International Trade Expertise

* K Group has imported food and non-food from China for decades

+ Solid experience of the market and an extensive cooperative network

 Office in Shanghai

« Example: procurement cooperation with ICA

 China facilitated the entry of foreign retailers into its e-commerce through a

streamlined CBE (cross-border e-commerce) agreement, which entered into force
in February 2014
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K Group’s objective is to build the best digital services in
trading sector

We research China’s rapid digitalisation and the opportunites
of its growing market

We will learn from pioneers in e-commerce
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Pure, healthy and responsibly produced Finnish food is our
competitive advantage now and in the future

The promotion of Finnish food for export is a key objective of
Finland’s food policy

K Group wishes to actively promote the export of Finnish food
products to the world




Why is China’s Market
Attractive?

Ari Akseli, Vice President for Commerce, Grocery trade
division, Kesko




China: the World’s Largest and Most Rapidly Growing
e-commerce Market

 China’s e-commerce market has a value of approximately $750 billion USD (2016)*

* 415 million 16 to 35-year-old Chinese millennials (born in the 80s and 90s) are active
online shoppers - a larger number than the entire working-age population of
Western Europe and the United States

* Inrecent years the share of online shopping in China has increased significantly and

the share of traditional shopping has decreased

» According to the estimates of various studies, e-commerce grew by 24.4% and traditional
shopping by only about 1% in 2016

» Food sales in online stores have risen steadily and growth is estimated to be around
30%in 2018
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http://www.netrivals.com/

Example: on 11 November, Singles’ Day Sales in
China in 2016 Were Higher than Finland’s
Entire Grocery Trade Sales Were for That Year

Alibaba's Ecommerce Sales Dunng the 11/11 Online
Shopping Festival* in China, 2011-2016
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K
Health and Safety Rising

Health is a strong, growing trend in China - the appreciation of organic food and
awareness of food healthiness is growing and foreign foods have a strong quality
image

Recent food scandals have shaken consumer confidence in Chinese brands - the
desire for food safety has led to a growth in demand for imported food
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Rising Demand for Finnish Products

Chinese people appreciate the purity,high quality and safety of Finnish products -
product quality and service are valued more than low price”

Cooperating with K Group on the project will be well-known actors in the Finnish food
sector, who will join the venture in phases: Valio, Paulig, Fazer, Raisio, Finn Spring,
Roberts and Kiantama

Pirkka - K Group’s own brand - will be part of the range
The first products exported to China were muesli, porridge, berry products and coffee

The online store’s range will expand in the future, the aim is to develop an incisively
targeted and precisely thought out Scandinavian range

29.9.2017 Source: *epaper2017
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Goods on Sale from 29 Sept. 2017

Goods in the initial phase: cereals, muesli,
berry products, coffee and biscuits

The range will expand to include chocolate,
and beverages
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eCommerce Realised in Cooperation with Alibaba

W KESKOBAMEE
K

R & RO O SRR T -
@ “‘,Qur-c:\c.e\ “:.:l\“.i ;i}., \

0

l‘%? R
T -

PIRKKA
B 7 o = 2109
LD

=k

B R, ARBERARTR

A wonD

Pbs FS AT Prida b ot
SRR, BEF® HEGE, Doy
BER TR FRE—E

130 e w130 e

iTES s wx ETRREEY
AEmME, BERGE ERmE, ERE MRIE, @S

16 29.9.2017

=l



Finnish Food Available to Hundreds of Millions of K
Chinese People —

“Finnish food stands for first-class quality, purity and safety, attributes
that are key to making purchase decisions by Chinese consumers.
Products from Finland are getting more and more popular in China and
we are pleased that Kesko’s Tmall Global store enables the 466m
annual active consumers on our e-marketplaces to access and
experience amazing Finnish food.”

- David Lloyd, Managing Director, UK, Ireland and Nordics at Alibaba Group
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K

As the world's most responsible trading sector company,
K Group follows responsibility principles and its own K Code
of Conduct in all its operations.

We require corresponding levels of responsibility in the
business models of our Chinese partners
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For shopping
to be fun
O



	������K Group Enters into Cooperation with Alibaba to Open a Food Online Store in China
	President and CEO, Mikko Helander: K Group enters into cooperation with Alibaba to open a food online store in China��Commentary : Minister of Agriculture and Forestry, Jari Leppä ��Vice President for Commerce, Grocery Trade division, Ari Akseli: Why is China’s market attactive? ��
	K Group Enters into Cooperation with Alibaba to Open a Food Online Store in China
	K Group has Become the First Finnish Grocery Retail Operator to Enter into Food e-commerce in China
	���Why? ��K Group is a significant wholesale company with strong international competences and skills. Hence, exporting to China offers interesting business opportunities��Developing digital services is at the core of K Group’s strategy – the objective is to offer the best digital services in trading sector��A common concern is the future of the Finnish food chain – K Group wishes to promote the export of Finnish food products to international markets��
	Based on Strong International Trade Expertise
	K Group’s objective is to build the best digital services in trading sector��We research China’s rapid digitalisation and the opportunites of its growing market��We will learn from pioneers in e-commerce�
	���Pure, healthy and responsibly produced Finnish food is our competitive advantage now and in the future��The promotion of Finnish food for export is a key objective of Finland’s food policy��K Group wishes to actively promote the export of Finnish food products to the world�
	Why is China’s Market Attractive?
	China: the World’s Largest and Most Rapidly Growing �e-commerce Market
	Example: on 11 November, Singles’ Day Sales in China in 2016 Were Higher than Finland’s Entire Grocery Trade Sales Were for That Year
	Slide Number 12
	�Health and Safety Rising���Health is a strong, growing trend in China – the appreciation of organic food and awareness of food healthiness is growing and foreign foods have a strong quality image���Recent food scandals have shaken consumer confidence in Chinese brands – the desire for food safety has led to a growth in demand for imported food �
	Rising Demand for Finnish Products
	Goods on Sale from 29 Sept. 2017
	eCommerce Realised in Cooperation with Alibaba�
	Finnish Food Available to Hundreds of Millions of Chinese People�  �“Finnish food stands for first-class quality, purity and safety, attributes that are key to making purchase decisions by Chinese consumers. Products from Finland are getting more and more popular in China and we are pleased that Kesko’s Tmall Global store enables the 466m annual active consumers on our e-marketplaces to access and experience amazing Finnish food.”��- David Lloyd, Managing Director, UK, Ireland and Nordics at Alibaba Group�
	�As the world's most responsible trading sector company, �K Group follows responsibility principles and its own K Code of Conduct in all its operations. ��We require corresponding levels of responsibility in the business models of our Chinese partners
	Slide Number 19

