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By SARAH JONES

While blockbuster beauty brands have strong awareness and trust in the Chinese market, consumers are increasingly
interested in trying lesser-known labels.

According to a new report from Reuter: Intelligence, 85 percent of women and 70 percent of Chinese men are
curious about niche brands, and 92 percent of male beauty buyers say they prefer indie options. These brands are a
growing competition for bigger labels, as consumers believe niche products put more investment into developing
formulas than marketing.

"This is almost evidence of the claim that Chinese luxury consumers are discerning and ultra-knowledgeable about
luxury," said Lee Folland, research director of Reuter: Intelligence, Shanghai. "They already know all about the well-
established brands and are searching for newness' and for the non-mainstream, bold and expressive traits of niche
brands.

"This is what we're seeing in China in all categories, whether travel, fashion or beauty," he said. "For the big brands',
firstly these are large groups that either own or have invested into niche brands already.

"The trend for niche does not mean that consumers do not also own the big brands too, but it points to a search for
fresh, bold and more specialized product segmentation."

Reuter: Intelligence's report is  based on an online survey of about 300 consumers in T ier 1 cities who frequently
purchase beauty products. The agency also conducted focus groups and studies for qualitative information.

Under the radar
Female consumers are still more apt to show a preference for big brands, with 69 percent saying they would rather
have a more well known brand. They feel these labels are more trustworthy and have better packaging, technology
and science behind them.

Comparatively, men say they prefer niche brands. They are also more apt to say that niche labels' packagings are
superior and that they reflect their style.
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Across male and female consumers, beauty buyers say they purchase bigger brands more frequently and would pay
more for them.

Big brands  such as  Lancme are s till popular. Image credit: Lancme

Eighty-four percent of men and 77 percent of women would also pay more for organic beauty.

"The market for male beauty is growing even more quickly than the female beauty market, according to various
sources from Alibaba to Euromonitor," Mr. Folland said. "While gender neutrality, male beauty influencers and such
are not at all unique to China, the culture is unique in terms of men's interest and willingness to use beauty products,
such as BB cream, concealer, mascara and lipstick.

"The curiosity is also from a much wider male demographic in China, versus what a brand could expect to see in the
West, for example," he said. "Brands seem to be still catching up with the trend, however.

"Some estimate that less than half of international prestige beauty brands have male products available in China. So,
while the demand is there, male consumers have very limited choice, which is a missed opportunity."

Friends and key opinion leaders are Chinese consumers' top channels of discovery when it comes to beauty buys.
Word of mouth is even more crucial for more under-the-radar labels, which might not have as many reviews or as
extensive of a digital presence.

Brands also need to be thinking beyond Weibo and WeChat. In its few short years of existence, Red Book has
become a key platform for influencer content.

Aside from KOLs and their social circle, consumers are conducting a lot of their research on ecommerce sites and
online media, such as magazines' digital editions.

While KOLs might point consumers to a particular product, only 17 percent of male consumers and 6 percent of
women said that they heavily weigh what influencers post when making a purchase.

Influencers and friends introduce many consumers to new makeup. Image credit: Este Lauder

Advertising also does not impact consumers as much, with 17 percent of men and 4 percent of women saying that
ads are important.
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Even though Chinese consumers are heavily engaging and shopping on digital channels, they still value the bricks-
and-mortar experience for beauty buying.

The majority of consumers agree that physical stores enable them to try on products before buying. They also say
that authenticity is guaranteed on in-store purchases.

"China is a leader in the digital world that physical retail has surged back," Mr. Folland said. "O2O functionality and
consumer understanding and uptake of this is exceptionally powerful in China.

"Chinese consumers now expect a digitally enabled playground where they can instantly check in' using their
WeChat and the in-store experience is personalized to their profile, with diverse and holistic online-offline
functionality.

"This is not limited to cosmetics, yet certain digital features lend themselves ideally to it, such as AI mirrors, VR
product trialing and the wide range of products that can be trialled in-store, i.e. touched and felt."

China centric
In addition to niche beauty, local products are finding an audience with Chinese buyers.

As the Chinese government and retailers push customers to buy from local brands, C-beauty is on the rise, according
to research from Gartner L2.

Chinese beauty labels are leveraging national pride in their marketing, helping them gain traction with consumers,
particularly around cultural holidays such as Lunar New Year. Following the wave of K-beauty and J-beauty brands
from South Korea and Japan, C-beauty is finding an audience, particularly in digital channels such as Alibaba's
Tmall (see story).

Luxury brands are also stepping up their engagement tactics on Chinese social media and shopping platforms.

France's YSL Beauty used a Coachella pop-up to engage with Chinese consumers, creating a cross-continent push
around the music festival.

For the first weekend of Coachella, YSL Beauty staged a gas station-themed activation in Palm Springs, complete
with a live-streamed party featuring performances by Chinese musicians. While Coachella is often about reaching a
local audience, YSL Beauty decided to use the event as a push for its Super Brand Day on April 23, driving attention
for its sale (see story).

"Both brands and consumers are well aware that the KOL world is flooded with influencers claiming huge
numbers," Mr. Folland said. "The point is that brands need to get away from numbers and reach and query why that
KOL has become successful and built a community.

"What have they achieved, where and when did they rise to fame? Was it via a TV show, are they a designer or
creative person, for what reason are they legitimately followed?" he said. "Numbers won't tell this story, but the
background and knowledge of the influencer will. Do they only pose, or do they have real insight and detailed
guidance given to their followers?

"Authenticity is a word thrown around a lot nowadays, but for a good reason. Chinese consumers are sophisticated
and simply won't engage with blatant ad-style KOL collaborations. It's  important to curate influencer partners with
care and ensure content is real."
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