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O=0Other
Australia 20.7 39,320 1,080 161 0 L, R, VIS
China 1,314.1 2310 16,000 169 15-22 LRV
Hong Kong 6.9 28,982 815 157 0 None
India 1,124 978 1,800 23 34.44 L
Indonesia 222.1 1812 1,200 8 0-10 L,R,V,S, CFS
Japan 127.7 33,668 13,669 321 0-5.4 L,O
South Korea 48.3 19,485 6,093* 182 0-8 R, CGM, CFS, O
Malaysia 26.4 5,982 416 49 0-30 L, R, CFS, CGM
Pakistan 165.8 909 77 8.2 15-40 L,V
Philippines 87 1,503 438* 7 1-10 LRV
Singapore 4.4 32,506 400 132 0 L,RV/S
Taiwan 23 15,759 777> 156 7.5-10 R, CFS, V
Thailand 65.8 3,304 1,160 60 20-30 R, CFS/ CGM
Vietnam 84.4 798 83* 9.6 20-30 R, CFS,V, O
New 41 27,285 144 21 0-5 L
Zealand

Source: APEC & CIA World Fact book * 2006 figures
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Summary

This report covers 15 markets: Australia, China, Hong Kong, India, Indonesia, Japan,
South Korea, Malaysia, New Zealand, Pakistan, Philippines, Singapore, Taiwan,
Thailand, and Vietnam, representing the world’s most populated and economically-
dynamic region which U.S. exporters cannot ignore. This region has a combined
population about 9 times that of the U.S. and seven of the markets in this report are
among the U.S.’s top 20 trading partners.

These 15 markets have a combined cosmetics and toiletries market worth of more than
US$44 billion, with the U.S. supplying only about US$1.4 billion or 3% of the market.

In several of the largest markets like China, India, and Indonesia, U.S. cosmetics and
toiletries constitute less than 2% of the total market size. There are therefore tremendous
export opportunities for U.S. companies. China is the regions’ largest cosmetics and
toiletries market followed by Japan and South Korea. Market penetration of international
brands in India and Indonesia is still very low. Hong Kong whose market size is about
5% of China’s, imports about the same amount of cosmetics and toiletries from the U.S.
And Hong Kong has one of the most open market for selling cosmetics and toiletries, as
it has no registration or labeling requirements, no import duties or value-added taxes.
Not all of the markets are, however, free markets like Hong Kong. China, South Korea,
and Thailand have stringent registration requirements but are not inaccessible; it only
requires the appointment of an experienced local importer/distributor that is familiar with
the regulations.

Market entry strategies vary from market to market but most require the appointment of a
local distributor/agent to handle the registrations and execute the best marketing and
selling strategy to suit local conditions. In Thailand and Taiwan, direct selling is
prevalent and effective but this type of selling is shrinking in popularity in Japan. TV and
cable TV selling of cosmetics and skin care products is, however, gaining popularity in
China.

U.S. cosmetics and toiletry suppliers are known for being innovative and for producing
quality and technologically-advanced products at competitive prices in most of the Asia
Pacific markets. In this region, U.S. cosmetics and toiletry products, do however, face
stiff competition from Japanese and French products. The innovative packaging and the
Asian consumers’ perception that Japanese products are more suitable for Asian skins
have sometimes given Japanese products the edge over American and European products.
It is therefore crucial that U.S. exporters modify product names and packaging to suit
local demand. While a product made for “whitening” skin is politically incorrect to use
in the U.S., skincare products for lightening pigmentation spots on the face are best
simply named “whitening products” rather than lightening products or brightening
products. A smaller product size is required in Hong Kong to suit the younger
consumers’ tastes, and for ease of carrying in bags but in China, the Philippines, India or
Vietnam, a smaller size is required for affordability as the unit costs is lower than for a
standard American-size item.
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Notwithstanding the differences in market conditions in each of the 15 markets, a U.S.
exporter should not just concentrate on the markets that are open to imports and ignore
the markets that have tariffs and non-tariff barriers to imported cosmetics and toiletries.
One should adopt a regional strategy that exploits the advantages of open, more mature,
and more accessible markets such as Hong Kong, Australia and Singapore to generate
revenue to offset the longer-term investment required for tackling the less easily
accessible but lucrative markets of South Korea, China and India.

Each market also has its own sector that has better selling prospects than others. While
most markets cite anti-aging, hair products, make-up, whitening skincare products and
sun-screen and sun-care products as the sectors with the best sales prospects, in the
Philippines and Thailand, whitening deodorant and underarm products are among the
products with the best sales prospects. Mass-market products sell better in India and
Vietnam than premium products and men’s cosmetics and skincare products are growing
in popularity in not only in the mature markets of Japan, Hong Kong and South Korea but
also in India. Products with naturally-derived and organically-grown ingredients and
“doctors’ prescription-strength skincare products’ (medical spa products) are also
growing in demand in many of the Asia Pacific markets.
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AUSTRALIA

Market Overview

The Australian cosmetics and toiletries market is valued at US$1 billion, with the
industry being driven by an increased awareness of appearance and increased disposable
income. Imports supply nearly 50 percent of the market, with 30 percent of imports
originating from the United States. The most significant sub-sector is color cosmetics,
accounting for 45 percent of retail sales. The increased popularity of innovative color
cosmetics is spurring on sales.

Australians are becoming more concerned with wellness and seek products that prolong a
youthful appearance. The ageing baby boomer generation holds the most potential for
U.S. suppliers of cosmetics and toiletries. Baby boomers are particularly concerned about
their appearance caused by pollution, stress, increasing time demands and artificial office
environments. These older Australians are mindful of their appearance, with many
encouraged to stay in the workforce longer. Such factors are forecast to assist
manufacturers that produce cosmetics and toiletries with advanced formulas.

The sub sectors experiencing most growth are color cosmetics, hair care and beauty salon
products. Color cosmetics that offer appearance-enhancing benefits along with anti-aging
properties, are in a good position for continued growth. Increasingly, manufacturers are
supplying goods that emphasize, preserve and protect rather than just for cosmetic
appearance, e.g., products to reduce wrinkles.

Professional hair products promoted by a world-renowned hairdresser or hair care
company are also promising. The demand for colorants to cover gray, including colorants
for the men’s market, is increasing. Likewise, growth in the beauty salon market is
primarily due to professional-based regimes which are popular with Australian
consumers. The continuing concern of skin problem management is driving interest in
beauty therapists’ treatments in a professional salon/spa environment.

Future growth is predicted for the import of innovative and quality brands. Premium
products are expected to experience strong growth in line with fashion trends that give
preference to the high end. A continuing demand for appearance enhancing products is
creating favorable prospects for suppliers of advanced formulas.

Supply leadership is shared by a number of firms, the majority of which are subsidiaries
of foreign owned companies. The top 10 companies account for 63 percent of sales. The
major players are Unilever, Proctor & Gamble, the L'Oreal Group and Estee Lauder.
Local companies such as Bloom, Ultra-ceuticals and Jurlique share the remaining 37
percent market share. The U.S. is the single largest source of imports (30 percent), with a
significant import share held also by France (18 percent), followed by the United
Kingdom (11 percent).
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Market Issues and Regulatory Regime

As a result of the Free Trade Agreement between the United States and Australia, the
general import duty on cosmetics and toiletries decreased on January 1, 2005, from five
percent to zero. Further information about duties and customs requirements can be
obtained by viewing the Australian Customs Service website: www.customs.gov.au.

When cosmetics and toiletries are shipped to Australia, the goods are subject to GST
(Goods and Services Tax), which is a broad-based tax to the sale or provision of most
goods and services in Australia. While the responsibility to pay GST to the Australian
Taxation Office lies with the producer/supplier, it is the consumer who finally bears the
GST cost. The importer pays the GST to the Australian Customs Service.

Australia has strict regulatory requirements regarding cosmetics ingredients and labeling.
Primarily, ingredient safety falls under the National Industrial Chemicals Notification and
Assessment Scheme (NICNAS), administered by the Department of Health and Ageing,
which require approval for use of a wide range of substances, including ingredients in
cosmetics. For further information, NICNAS can be found at www.nicnas.gov.au.

Cosmetic and toiletry products are subject to approval by the Therapeutic Goods
Administration (TGA), which is part of the Australian Government. There are many
issues concerning the registration process, as suppliers are required to demonstrate that a
product is not considered to be a therapeutic good, otherwise the release of the product in
Australia must follow the requirements of the Therapeutic Goods Act. Some sunscreens
for example must be registered with the Australian Register of Therapeutic Goods.
Further information on approval processes, including costs, can be obtained from:

Therapeutic Goods Administration

P.O. Box 100

Woden, Australian Capital Territory 2606
Australia

Tel: 61-2-6232-8444

Fax: 61-2-6232-8605

Web: www.tga.gov.au

Best prospects

Over the next year, the Australian cosmetic and toiletries market will provide good
opportunities for U.S. suppliers of the following products:

Color cosmetics.
Hair care products.
Beauty salon based products.
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females. An increasing number of menwadl as working women, are more concerned
about their skin care, driving the demandrten-specific products, as well as anti-aging
and whitening products.

Business sources estimate thia¢ growth for anti-agig and whitening products was
between 20-25 percent in 2007. They stated ithéihe near future, the market for both

local and imported anti-agingnd whitening products still Bagpotential to grow. High-

end consumers prefer using imported cosmetics and search for brands that can provide
status and benefits. Furthermore, Indonesiageneral continue tlmok for products that

can provide solutions for wrinkles and pigrteion. Skin care products that rejuvenate,
brighten and whiten skin, dece and prevent wrinkles, imgve elasticity and provide

skin firming are widely sought.

Men’s cosmetics and toiletriege becoming popular and the gtial is large. Business
executives, community leaders and cekssi are concerned about their personal
grooming and they have a strong desire tikIdistinguished. Spas and salons offering
treatment programs for executives and celebrities have increased in numbers. Male
consumers utilize spa services after wtwk relaxation purposes. Men’s personal care
segment, such as cleansers, moisturizers and skin care products for anti-wrinkle
protection have shown increased demand in tegears, a sign that this segment of the
Indonesia cosmetics market is growing. Mostn’s cosmetics are sold in department
stores and through multilevel marketing companies.

The growth potential is alsaffected by increased demands from the service industry
such as beauty parlors and spas. More pesgad& professional helpr facial and skin
treatment, stimulating the growth in saléor skin care prodiis. More new upscale
beauty salons and skin care clinics wepened in the fashiobke areas as well as
shopping centers. The number of professional ¢ee salons seiflg specialty products
has also increased.

In addition to generic spa and beauty treaita, spa businesses and related product lines
have increased their offerings to congusn Wedding spa or pre-wed body and beauty
treatment has become a trend in Indonestmtributing to the gwth of skin care
market. Presently, local products domindlbe market for skin and body care. The
Indonesian spa industry is wigterecognized particularly inhe hotel and resort areas.
There are increasing opportunities for spanaatherapy supplies,ngie local producers
lack the research capabilities to develop good quality products.

Market Data

Industry sources estimate that the totalrkaf for cosmetic products in Indonesia
increased by 13 percent from $1.06 billior2®06 to $1.2 billion in 2007. The cosmetics
import market grew by 27 percent froB006 to 2007. Estimated total imports of
cosmetics were valued at $147 million2006, and increased to over $187 million in
2007. This increase was also driven by a change in the import tariffs from 0-5 percent
resulting from AFTA (ASEAN Free Trade Agement). This change has encouraged
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multinational companies, like Procter & Gamble and Johnson & Johnson, to restructure
and relocate to find more economical ways to achieve efficient sourcing and supply
systems. Industry sources predict that the market size for Indonesia’s cosmetic products
could reach $1.3 billion in the near future. With an average growth between 10-15
percent, the industry is expanding in line with the strengthening economy.

Due to recent increases in fuel and food prices, business sources predicted that there will
be a decline in the purchasing power of the middle and lower income segment of the
population. This group will shift their consumptions to lower-priced products. The high
income segment will not be affected by the change in the economy, and will continue to
drive the demand up for imported cosmetic products.

Best Sales Prospects:

1. Skin Care Products: Anti-aging and whitening products; products that protect, nourish
and rejuvenate aging skin

2. Hair care products: hair treatment products to maintain healthy hair and to prevent
hairloss

3. Massage Products used in spas for skin treatment

Key Suppliers

Indonesia has more than 350 manufacturers producing numerous cosmetic products.
These producers are mostly cottage industry level producing affordable cosmetics, soaps,
lotions and skin care products. In contrast, the largest producers are major skin care
companies operating licensed manufacturing facilities in Indonesia including Revlon
(produced by PT Rudy Soetadi & Co. Ltd.), Ponds, Vaseline and Dove (produced by PT
Unilever), and L’Oreal (produced by PT Yasulor). Among the leading national

cosmetic companies are PT Martina Berto, PT Mustika Ratu, PT Vitapharm, and PT
Ristra Indolab. They produce traditional herbal and non-traditional skin care treatment.

Third country exporters of cosmetic products competing with the U.S. include China
(6.4%), U.K. (5.5%), France (3.8%), Germany (2.2%), Italy (1.7%) and Japan (1.5%).
Some of the product brands found in the market are Guerlain, L’Occitane, La Prairie,
ROC, Clarins, L’oreal, Yves Saint Laurent, Givenchy, Nivea, Oriflame, Seba Med,
Shiseido, Kanebo, SKII, and Kose. In the lower market segment, Chinese and

Korean products pose strong competition, especially with domestic producers. Chinese
products are perceived as affordable, with high quality traditional ingredients. Thailand
was the largest exporter of skin care products and shampoos to Indonesia, accounted for
over 60% of the total imports in 2007.

U.S. imports accounted for 4.3 percent of the total imports. This official number likely
understates the percentage of U.S. imports because many U.S. products were shipped
through Singapore. U.S. products are also manufactured in other ASEAN countries and
exported to Indonesia. Consumers acceptance of U.S. products is fairly high. U.S.

U.S. Commercial Service 36b6|Page



Asia-Pacific Cosmetics and Toiletries Market Overview Indonesia

products include: Procter & Gamble, Clinique, Estee Lauder, MAC, Elizabeth Arden,
Revlon, Neutrogena, Cover girl, Olay, and H20.

Some of the products used in beauty parlors are Murad, Sothys, ROC, Doctor Kayama,
DuraSkin, and Miracle White.

Prospective Buyers

Given its 220 million population, Indonesia is a good potential market for cosmetic
products. Of this population, 12-15 percent are estimated to be in the middle-high income
range. These are people who can afford to buy imported products. These high-end
consumers are concentrated primarily in urban areas. For this group, quality, trends and
brand names play an important role in their personal choices.

Distributors notice that products with labels printed “Made in USA” appeal more to
consumers. Middleaged consumers exhibit strong preferences and they tend to become
loyal to one brand. Reputation and name recognition continue to be the driver in these
groups’ cosmetics purchases. Young consumers are more inclined to shop around, use
different products, and select from different brands. High-end consumers are willing to
pay a higher price for well-known branded products, which convey higher social

status. The middle and lower level income groups are very price conscious and
susceptible to economic swings.

Indonesians nowadays are increasingly image and fashion conscious. Daily make-up has
become a basic need among working women. While women continue to be the dominant
consumers of cosmetic products, sales to the male market segment are increasing
steadily. Younger generations have also become regular users of cosmetics and skin care
products.

Consumer spending increases during holiday seasons, such as Lebaran or Idul Fitri
(Muslim celebration), Chinese New Year and Christmas. Stores take advantage of these
times of the year as demand increases during these festive seasons.

Market Entry

In Indonesia, cosmetics are sold through specialty stores, drug stores, department stores,
supermarkets, multi-level marketing (MLM), skin care clinics, and beauty salons. Among
the MLM companies are Amway, Nu Skin, Sunrider, Forever Living, Herbalife and
Oriflame. U.S. exporters wanting to sell their cosmetics products in this market should
appoint a local distributor that will conduct the registration process, and introduce the
products to the market.

Indonesian consumers have an aversion to low-quality products and are attracted to
branded products. They also tend to be image conscious. Brand loyalty is most likely to
be gained by products that are of good quality, well packaged, well-distributed, well-
promoted and competitively priced, rather than by cheap products.
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Indonesian women are market followers. They try to follow the fashion trends that are
popular in other Asian countries, e.g., Singapore and Hong Kong. According to industry
sources, products that are popular in Singapore would have good prospects in Indonesia.

Since the cosmetics market in Indonesia is highly competitive, creation of a strong brand
through promotion is recommended for substantial entry into the market. Successful
products tend to contain unique formula or ingredients not available in Indonesia. In
addition strong marketing campaign and advertising play a major role in promoting
awareness of products and brands and in expanding market reach. Business sources
indicate that cosmetics companies use print media as their primary advertising

channels to promote imported cosmetics.

U.S. manufacturers seeking to enter the Indonesian market should consider the following
points:

- Work closely with the local agent/partner giving full support to product launch and
marketing.

- Support the local agent/partner with the necessary papers required for registration at
the National Agency of Drug and Food Control (Indonesian acronym BPOM).

- Be responsive and flexible in complying with consumer needs/demands.

Market Issues & Obstacles

The National Agency of Drug and Food Control (Indonesian acronym BPOM), regulates
and controls the registration, distribution and quality of cosmetics. Imports of cosmetics
must comply with Indonesian Law. Sales of cosmetics products are regulated through the
Directives to Register Cosmetics stated in the “Stipulation on Registration
Implementation” and through the Decision of BPOM No. HK 00.05.4.1745,

dated May 5, 2003.

Registration of imported cosmetics can be done only by local distributors that have
authorization from overseas manufacturers.

There are no formal import barriers on cosmetics. The import duty for cosmetics is 10
percent plus 10 percent VAT. Rates are 0-5 percent for products originating in ASEAN
FTA members.

Manufacturers or importers must register all cosmetics whether locally produced or
imported with BPOM. Likewise, the manufacturer or importer must fulfill the criteria for
registered cosmetics regarding the safety, quality, packaging, and labeling of the
products. Labeling must contain honest and complete information that is not misleading
and must not contain unwarranted claims. Products should be of good quality, use proper
manufacturing methods, and use only safe materials outlined by the BPOM.

Documents required to register cosmetics in Indonesia include:
- The formula and manufacturing process,
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- Raw material specifications,
- Finished product specifications and usage,
- Labeling and samples

The foreign company must also provide the following documents:

e Letter of Distributorship Agreement: appointing the local company as the agent or
distributor.

e Letter of Authorization: from the foreign manufacturer requesting the agent or
distributor to register product(s).

e Certificate of Free Sale: stating that the particular products are produced and
marketed in the United States in general conformity with U.S. requirements.

Trade Events

Name: Cosmobeaute Indonesia

Date: August 14-16, 2008

Location: Jakarta, Indonesia

Contact: PT Prakarsa Sinergi Utama
Email: info@ptprakarsa.com

Website: www.cosmobeauteindonesia.com

Resources & Key Contacts

Further information on BPOM registration procedures can be obtained from:
Dr. Niniek Soedijani

Director of Traditional Medicines, Food Supplement and Cosmetic

Badan Pengawasan Obat dan Makanan — BPOM

National Agency of Drug and Food Control

Jalan Percetakan Negara No. 23

Jakarta 10560, Indonesia

Tel. (62-21) 424-4819

Fax. (62-21) 424-5203

Association:

Ir. Tonny Pranatadjaja, General Chairman
Indonesian Cosmetics Association
Wisma Tugu 11, 8th Floor

JI. HR Rasuna Said Kav. C 7-9

Jakarta 12940, Indonesia

Tel. (62-21) 520-9002

Fax. (62-21) 520-8623

Email: tpranatadjaja@protocol-one.com
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Contact Information

For more information on the market and Department of Commerce’s services for U.S.
exporter, please contact:

Ms. Sharon Chandra
Commercial Specialist
Embassy of the United States
U.S. Commercial Service
Wisma Metropolitan 11, 3rd Floor
JI. Jendral Sudirman Kav. 29-31
Jakarta 12920, Indonesia
Tel. (62-21) 526-2850
Fax. (62-21) 526-2855
E-mail: Sharon. Chandra@mail.doc.gov
Website: www.buyusa.gov/indonesia/en
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JAPAN
Summary

Japan is the world’s second largest market for cosmetics and toiletries after the U.S.
Japan has a long tradition of using cosmetics, and Japanese cosmetics manufacturers are
highly competitive and sophisticated. The oldest Japanese cosmetics manufacturer, a
major player in the industry, dates back to 1615. Japanese consumers today are known to
be highly conscious of quality, product value, and the brands they buy and use.

The U.S. is the second largest exporter of cosmetics and toiletries to Japan. For the
purposes of this report, “cosmetics” includes non-medicated skin care, hair care, make-
up, fragrance, and personal care products. U.S. manufacturers of cosmetics should keep
an eye on the Japanese market as it offers competitive U.S. brands and products
rewarding opportunities. In addition, market success in Japan can raise product profile
and visibility in other international markets, particularly in Asia.

Market Demand

Japanese consumers are very particular about the quality and safety of the products they
buy and use, and products must be nicely designed, packaged and promoted. Their needs
and tastes may change with seasonal trends and fashion changes, and they may be eager
to try something new and different now and then.

As described in more detail in the Best Prospects section, mainstream products are anti-
aging, skin lightening, and skin moisturizing cosmetics and toiletries. High performance
and quick-acting skin care products for specific parts of body, or those cosmetics with
multi/complex functional ingredients, are also popular items. Furthermore, organic or
natural products, luxury products, and unique or branded products are in demand in

the marketplace. Men’s skin care and personal care products are drawing an increasing
amount of attention in the marketplace in Japan.

Market Data

The overall Japanese cosmetics market for 2007 grew in yen terms by 0.95% to 1,590.2
billion yen. However, because of the impact of fluctuations in the yen/US dollar
exchange rate (117.81 yen/dollar in 2007 versus 116.34 yen/dollar in 2006), it decreased
to US$13,498 million in dollar terms. Had the exchange rate remained constant at the
2006 116.34 yen/dollar rate, the total market for 2007 would have been US$13,669
million.

In 2007, Japan’s cosmetics imports increased in yen terms by 7.89% to 178.5 billion yen
(US$1,515 million). Imports accounted for 11.2 percent of the domestic market in 2007,
compared to 10.5 percent a year earlier. France and the United States remained the top
suppliers; however, cosmetics imports from the two countries decreased to 52.8 percent
of total cosmetics imports in 2007 from 55.3 percent in 2006, 56.5 percent in 2005
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