6 REASONS WHY SPECIALTY TEAS ARE BECOMING KEY REVENUE

DRIVERS FOR RETAIL AND WHOLESALE TEA SHOPS

I. CONSUMERS ARE WANTING MORE! SPECIALTY TEA IN THE US IS GROWING AT THE RATE
OF 7 — 10% PER ANNUM — THE HIGHEST OF ANY SEGMENT OF THE TEA INDUSTRY

Increased tea education and public awareness of specialty =¥ ' -
teas are the main drivers creating the demand and
interest. People are drinking more premium loose-leaf

€ ‘

teas, not only for the many health benefits associated
with tea, but also because they are realizing there are so
many wonderful taste and flavor profiles that can be \

discovered and enjoyed — often being likened to fine
wines with its many and varied nuances and flavors. “/
think it’s very likely that as demand for tea and specifically,
specialty tea, continues to grow we cannot rely on, nor will we
be wholly satisfied with, the same teas from the same places”
- Jordan G. Hardin - Editor in Chief World of Tea (excerpt from https://specialtyteaalliance.org/world-of-tea/20 | 8-tea-outlook/)

2. CONSUMERS ARE DEMANDING MORE TRACEABILITY, SUSTAINABILITY AND “NATURALNESS”
IN THEIR TEAS - WHICH IS MORE READILY AVAILABLE WITH SPECIALTY TEAS

Tea shops providing specialty teas with unique stories,
that can be traced to the source and have minimal
impact on the environment, offer much more value and
satisfaction for the consumer. “Consumers are becoming
more engaged with their teas and want to learn more and
more about where their teas come from; how they are
harvested and manufactured; how the product supports the
livelihoods of those making it; and, how friendly the product is &
to the environment.” - Peter F. Goggi, Tea Assoc. of the USA, Inc B &7
(ex. from http://www.teausa.com/14654/state-of-the-industry) 2

3. THE FAST-GROWING WELLNESS AND HEALTH CONSCIOUS CONSUMERS ARE BUYING MORE
SPECIALTY TEAS

There continues to be a strong focus in the market-place
for foods and beverages with functional benefits and
naturally healthy offerings. Many consumers understand
the functional health benefits of tea and are reaching for
specialty teas to meet these needs. “The linkage between tea
and its healthful properties remains fundamentally strong.
Specialty Tea is still driving interest and consumption in the
category. Consumers across all demographics continue their ~
“grazing” for new and different beverage options and flavors, |

further underscoring specialty tea’s unique position for further [ ’


https://specialtyteaalliance.org/world-of-tea/2018-tea-outlook/
http://www.teausa.com/14654/state-of-the-industry

growth. The interest in terroirs, flavors, origins, bush to brand and sustainability of these high quality, higher priced teas
confirms that the analogy to wine is stronger than ever. While on a smaller base, specialty teas continue to enjoy high
single/low  double-digit growth” Peter F. Goggi, Tea Association of the USA, Inc (excerpt from
http://www.teausa.com/14654/state-of-the-industry)

4. POSITIONS YOU AND YOUR BRAND AS AN EXPERT AND AN AUTHORITY

Research has shown that businesses carrying a high-end,
expensive range of products in a particular field are
automatically seen as having more expertise and more
specialized knowledge compared to those that market
primarily low-end, low-cost products. It automatically
positions you as a more respected and credible authority.
As a result, consumers tend to trust more and
consequently buy more. Adding a range of high end
specialty teas to your offerings and gathering some
knowledge about them can significantly change your

positioning in the market place and give you a competitive
edge over the “same old tea sellers”. The more you can educate your customers and interest them in some
fascinating tea stories the more they will buy from you

5. GOOD PROFIT MARGINS AND ROI FOR SPECIALTY TEAS

Although specialty teas cost more to purchase from suppliers, they can be
packaged in smaller sized retail packages and carry a considerably higher price
tag. Consumers tend to appreciate and value a quality product and/or a
recognised brand over a cheaper version and are happy to pay more, knowing
they will be getting good value for their money — and this certainly applies to
specialty teas. There is also usually a lower rate of returns meaning more satisfied

customers

6. MORE REGULAR CUSTOMERS CREATES A BIGGER AND MORE STABLE CUSTOMER BASE

The rate of loyal returning customers tends to be higher
for specialty tea buyers than for average or lower priced
tea buyers. Once consumers find a good tea they are more
likely to return and buy more, remain loyal, happy and give
positive reviews. Happy customers generate credibility, '
trust and loyalty that builds repeat sales. And they talk

about it! Positive referrals and recommendations about a
product or brand are worth their weight in gold. Specialty
teas that have an outstanding flavor and taste profile (as

most do) are noticeably different and can create a real buzz
and hype and plenty of positive talk amongst customers about your business.

TEA IS A MULTI-BILLION DOLLAR INDUSTRY AND CONTINUING TO GROW

The tea industry is continuing to grow and expand both within the US and globally. The estimated value of
the tea industry in the US last year was $12.5 billion and continues to increase annually.


http://www.teausa.com/14654/state-of-the-industry
https://www.o5tea.com/

“The industry anticipates strong, continuous growth, with a CAGR (Compound annual growth rate) of 3-5%. This
growth will come from all segments driven by variety, convenience, health benefits, sustainability, availability,
continued innovation and the discovery of unique, flavorful and high-end specialty tea. Long term success relies on
the continued adoption of tea by new consumers who continually seek healthy food and beverage choices.” Peter
F. Goggi, Tea Association of the U.S.A., Inc (excerpt from http://www.teausa.com/14654/state-of-the-industry)

ESTIMATED VALUE OF THE UNITED STATES TEA INDUSTRY

VALUE IN US$ BILLIONS 1990 2014 2015 2016 2017
Traditional Market - (Supermarket, Drug $0.87 $2.51 $2.58 $2.54 $2.58
Mass Merchandisers)

R-T-D 0.20 5.23 5.56 5.80 6.00
Foodservice 0.50 1.20 1.23 [.35 1.50
Specialty Segment 0.27 1.90 2.09 2.25 2.50
TOTAL SALES $1.84 10.84 1.5 12.0 12.5

BILLION BILLION | BILLION | BILLION | BILLION

(Courtesy of http://www.teausa.com/|14654/state-of-the-industry)

e The US continues to be one of the top 3 tea importing countries worldwide with 279 million pounds
imported during 2017

e Tea is the most widely consumed beverage in the world next to water and can be found in almost
80% of all U.S. households.

e In 2017, Americans consumed over 84 billion servings of tea, or more than 3.8 billion gallons. (Globally
the figure was approximately 70 billion gallons with approximately 25,000 cups every second)

e About 86% of all tea consumed was black tea, 13% was green Tea, and the small remaining amount
were oolong, white and dark tea

e Approximately four in five consumers drink tea, with millennials being the most likely (87% of
millennials drink tea).

Globally humans drink 1.5 trillion liters of non-alcohol beverages (excluding tap water) On average, healthy
individuals drink between 1.5 liters and 2 liters of liquids per day, of which 20 percent is from foods. On
average, people have 48 beverage occasions per week. Tea accounts for nearly 10 (9.6) of this, while coffee
(3.9) and carbonated soda (4.6) are

less by half. Juices globally account Liters of non alcoholic

for a 3.5 and dairy 3.2 share. Bulk beverages - Global Per Capita

water has a 3.7 share and .
individually packaged water hasa 1.3 Consumptlon - 2017

share that is rising, according to

Nanda Kishore Banda, Middle East m i ﬂ
Trade Marketing Manager for Coca- m E
Cola. COFFEE JNSD  PACKAGED OTHER

WATER

JNSD = Juices, Nectars, Still Drinks : LDP = Liquid Dairy Products : CSO = Carbonated Soda Drinks
(courtesy of http://worldteanews.com/news/tea-consumption-second-only-to-packaged-water )
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SOME SPECIALTY TEAS ISSUES FACING RETAIL AND WHOLESALE TEA BUSINESSES

|. Specialty teas and premium quality teas are lacking in clearly defined standards across the industry
(although standardising is underway https:/specialtyteaassociation.org/manifesto )

2. Specialty teas not readily available from many of the mainstream tea suppliers and vendors

3. Consumers buying specialty teas often seek out latest harvests, so having access to new season’s
teas and a having a well-planned inventory so as to not have excess stock of old season’s teas is
important

4. Staff lacking in tea education and a lack of information on specialty teas supplied by vendors

WHAT TO LOOK FOR IN A GOOD SPECIALTY TEA SUPPLIER

|. Able to supply small minimum order quantities — the purchasing price per kg is higher and being able
to maintain a smaller inventory than lower priced, bigger volume teas is important

2. Able to supply fresh batches and latest harvests within reasonable time after harvesting

3. Able to maintain consistent quality with similar taste and flavor profiles (although as tea is an
agricultural product there will always be some variation from season to season and batch to batch)

4. Able to provide adequate tea information and traceability details

5. Good channel of communications and in close proximity to the tea growers - minimum “leaf to cup”
time

6. Provides solid support and has an understanding of your business model and is able to offer and
recommend suitable new teas as they become available

HERE ARE THE |0 TOP SELLING SPECIALTY TEAS CURRENTLY OFFERED AT ZI CHUN
TEA COMPANY

Country | Zi Chun Tea Company is a lean, flexible, easy to work

# | Tea o?f. with, tea importing company that has grown steadily
rlgln . . . .

I Organic GABA Oolong Taiwan | OVer the past 10 -12 years and is now shipping premium
2 Milk (Jin Xuan) Oolong Taiwan specialty teas to wholesale clients in over |5 countries.
3 Jasmine Pearl (Buddha's tears) China
4 Long Jing (Dragon Well) China Our strong client-based focus and willingness to do
5 Huang Shan Mao Feng Wild Tea China whatever is needed to meet our customers’ needs is
6 | Organic Matcha Japan__ | what has set us apart from many of the standard tea
’ Bao Zhong Oclong Tawan_ | vendors and has given us excellent rapport with our
8 Yunnan Black Tea China & PP .
) Shan Cha Wild Black Tea - Premium | Taiwan | customers —many of whom have been with us since our
10 Silver Needle — Premium China beginning.

Our unique, non-mainstream, business model of minimizing “leaf to cup” time by supplying fresh teas direct
from the tea gardens, rather than via the long route of various warehouse and storage facilities, is very
appealing to our clients.

Our administration head office is located in Australia and provides our customers worldwide with
professional, dependable communications and business transactions. Our on the ground teams in Taiwan,
China, India, Japan are tea growers and tea makers with specialty tea expertise. They are in touch with a vast
network of tea farmers and are set up to provide professional packaging and door to door shipping services.
All of this has given Zi Chun Tea the outstanding reputation that it has today and positioned it as a leading
specialty tea supplier.

@ Z1 Chun Tea Company

Specialty tea importer - direct from tea garden to your door

ZEIn=N
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