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Seniors are a lot and will be more.

Above 60 Years Above 65 Years
255 Million 176 Million
(18.1%) (12.6%)
Above 65 Years

284 Million

(20%)
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UPGRADE HOTSPOT
HYGIENE/FOOD SAFTY FUNCTIONAL FOODS FOR
CONTROL LEVEL IMMUNITY
GOVERNMENT MANUFACTURES
BUR R B-IRF R T R\ RERETIHITIRER
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INCREASE
FOODS FOR SPECIAL
MEDICAL PURPOSE
IN TREATMENT

MEDICAL FOOD
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—

Whole-supply-chain supervision with all steps covered by government

« Regular foods: from farm to dining table
« Foods for special purposes: research and development, registration, production, circulation

and post-marketing follow-up evaluation
« Vaccines: research and development, registration, production, circulation, vaccination and

post-marketing management

. ? ~_-." A P The “four strictest” requirements:
gy ;“ll “POANER =" B3R
Rt ™ Food and drug safety concerns everyone's health and life safety.

The most rigorous standard, strictest supervision, most severe punishment and most strict accountability
must be adopted to ensure people's “safety on the tongue”.
ERHRELXZFEN /N SEERETEaREL. ERE™ENRE. BFEHLEE. 78
3. BEmAEE, BRARSES “ERLEHTLET .
“Speech at the 23rd group study session of the Political Bureau of the 18th CPC Central Committee”
(May 29, 2015)
(ET/\EFREEEF-TF=0EEFEIEFHIE) (201585H29H)
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Consumer =
o — —_—
awareness e i e e AT
Conventional food & | Food for speccal medical
1 Functionalfood Functional beverage Dietary supplement oTC
beverage ! 9 S purposes (FSMP)
]
« Conventional packaged | Packaged foodtowhich + Special purpose * Special food intended to supplement Special food for nutrition support and
Category F&B to which special | nutrients have been beverage defined by nutrition and enhance body functions meal replacement for special needs
definition nutrients are not E proactively added in the General Standard rather than treating diseases patients under the guidance of
proactively added in ! for Beverage doctors or clinical dietitians i
1
Intake « Daily diet and casual qating & drinking occasions Addition or replacement to daily diet or casual  Mainly in hospital or clinical
occasions . eating occasions
Comply with CFDA's Food Production Licenses (for domestic products) In order to be legally classified as dietary * Comply with CFDA’s Food for
requirement or food dlstnbutlon approvalfor imported brand supplement and publicize functional benefits, Special Medical Purpose
Lovel Cannot publicly adverusb functional health benefits (e.g.. claim blood pressure need to apply for CFDA -s license for dietary requirement and obtain FSMP
=St management function, &eight loss function) supplements (“blue hat” or “orange hat") approval
i Those without CFDA license, can still sell
' labelled as “food"” but cannot advertise
1 functional heaith benefits
* General bakery, fried !+ Functional cereals/ « Sports / energy drinks, Vitamin supplement, Calcium supplement, Meal replacement for patients with i
snacks, typical meat biscuits / bread, etc. probiotic yoghurt, weight loss extract, sports protein powder, efc. digestive diseases / metabolic
products, bottled water, (e.g., nutri-boost cereal, herbal tea, etc. (e.g., disorder
juice, etc, Calcium biscuits) Red Bull energy drink) . Lo a ,
bt e - !'
= 5 1 8= Ml e SEm TR @B ' % e=F
% of adult
B - - ) o
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USA

Foods for Special Medical Purpose Market Driver

» Specific complete nutrition is expected to maintain
high double-digit growth, but held back by several

headwinds
— Industry standards of specific complete nutrition for diabetes,
inflammatory bowel disease, and tumors are under draft, while
no progress announced for others
— Nutrition screening and support for patients still lacking in
hospitals, while doctors of clinical departments are reluctant to
accept the products only with “food approval®
— Patients have low awareness of special nutrition supplement,
thus limiting demand

« Complete nutrition is expected to accelerate growth

—Rules for FSMP approval, e.g. production license, are
published recently, and thus provide clear registration guidance
—Easierfor complete nutrition to get FSMP approval, due to the
lack of clinical test requirements

Data Source: Huatali securities
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