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DFE (DutyFreeExpert, SRFLZEE L ) is the first professional platform in
travel retail industry in China.

1.22,000+f 7YV IERER
22,000 +Travel retail industry followers

2. BRIV AT KA FFERTESTIE

7 years operating by an expert team.

3. FEER IV RERWAONEEEE

The most influential think tank platform in China duty free industry.
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DF (DutyFree xpert) founded by Jason@DFE in March 2013, is the first integrated professional information platform in travel retail
industry in China. The commitment is to become an industry resource center to benefit the industry talents. DFE interpret China market
with global view, sharing the latest news of global travel retail, brands, retailers and landlords, report new marketing trend and service
enhancement. and promoting the personal development of talents in the travel retail industry. As of October 2020, DFE has attracted
more than 21,000 professional readers across the global travel retail industry.

With 24 years of working experience in duty-free industry, DFE consulting team provide varies ser
interpretation of China's duty-free policy, market analysis, merchandising and purchasing
operation, distribution, talent recruitment & education etc. DFE is also a long-term partne
top industry medias.

Contact us via WeChat: DF 007; email: dfe@idutyfree.cn
BXRM{SS: DF 007; EHR. dfe@idutyfree:en

FWA ONLINE EVENT
01-03 DECEMBER 2020

What We dO? CHINA REBORN




SHPEER
- -

CHINA REBORN
TFWA ONLINE EVENT

01-03 DECEMBER 2020
-




HAINAN OFFSHORE DUTY FREE IS BRINGING CHINA TR INDUSTRY INTO NEW ERA
1. Location - Hainan
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HAINAN OFFSHORE DUTY FREE IS BRINGING CHINA TR INDUSTRY INTO NEW ERA
1. Government / Policy background

The Party Central Committee decided to
support the establishment of a free trade

ﬁq@&??ﬁ?ﬁ iy_@ pilot zone on the entire island of Hainan,
é'%?_ E EE?E%EW_LE and support Hainan to gradually explore

S'Zji% @Lﬂ} 5&%\ :L,\J/ and steadily promote the construction of

}ELEEFI .%@E %I% a free trade port with Chinese

~n. ZN\1ETER  Z\[A characteristics, and to build a free trade
g, DR, DEEE | |
port policy and system in stages and

X,
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stages.

——On April 13, 2018, a meeting to

ﬁ?ﬁ @L%d}éﬁiﬁ% celebrate the 30th anniversary of the
X30BFELRS establishment of a provincial special

economic zone in Hainan
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1. Government / Policy

Opening a New Chapter for the Hainan Free Trade Port

% On April 13, 2018, Chinese President Xi Jinping announced that China
had decided to support Hainan in building the pilot free trade zone
throughout the entire island, gradually exploring and steadily promoting
the establishment of a free trade port with Chinese characteristics.

< On June 1, 2020, the Overall Plan for the Hainan Free Trade Port is
officially released to the world.

X

Relax Offshore Duty-Free
Shopping Policy
Quota raised to RMB100,000

Expand Categories of
Duty-Free Goods

HAINAN OFFSHORE DUTY FREE IS BRINGING CHINA TR INDUSTRY INTO NEW ERA

Align with High-level
Global Economic and Trade Rules

Build Hainan Free Trade Port into:

A Flagship of China's Opening-up and a Key Opening Door
in the New Era

Duty Free Consumer Goods

Preferential Policies & Advantages:

< International Tourism Consumption Center

+ China's Only Province to Adopt Duty-free
Shopping Policy

< Quota Raised to RMB100,000
Per Person/Per Year

< Expand Categories of Duty-Free Goods

< By 2025 when the Island Becomes'an
Independent Customs Territory, Zero-Tariffs
will be Implemented; Goods Exempt from
Import Duties, Import VAT and Consumption Tax

Business Opportunities:

< Global Center for Fashion Information

<+*World-Famous Brands

<rIndependent Designer Brands

“*World-Famous Top-End Retail &
Department Stores

#+Global Fashion Marketing Agencies
and Institutions

The Ministry of Finance, the General Administration of Customs, and the State Administration of Taxation jointly issued the "Announcement on the Offshore Duty Free Shopping

Policy for Hainan Islands Passengers" (June 29, 2020)
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HAINAN OFFSHORE DUTY FREE IS BRINGING CHINA TR INDUSTRY INTO NEW ERA
1. Government / IEDB INVEST HAINAN

Why Hainan FTP  Industries ~Setting Up Business How We Help Events & News About1EDB -
08 [inen /I/ SHRIRARS I
T . GLOBAL INVESTMENT
A ‘ I: U BB E™ SERVICE HOTLINE

1o |
ROABLE  4008-413-413

iedb@investhainan.cn
hainanexpo@investhainan.cn
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HAINAN OFFSHORE DUTY FREE IS BRINGING CHINA TR INDUSTRY INTO NEW ERA
1. Government / Policy/ Offshore Duty Free 45 Assortments

Offshore duty free: New categories and quantity limits per person per visit

# Commodity variety Limit purchasesp o ‘ Non-first-time import, that has
per person 27 Royal jelly preparation Unlimited  obtained the import health food
1 Jewellery Unlimited approval certificate
2 Crafts Unlimited 28 Olive oil Unlimited
3 Watches Unlimited 29 Diapers Unlimited
4 Perfumes Unlimited
- 30 Ceramic products (Fine bone china etc) Unlimited
5 Cosmetics 30 items —
6 Pens Unlimited 31 Glass product (Classware etc.) Unlimited
7 Glasses (Including sunglasses) Unlimited 32 Household air purifiers and accessories Unlimited
8 Silk scarves Unlimited 33 Household hardware (Locks, faucet; shower apparatus) Unlimited
9 Ties Unlimited 34 Clocks (Wall clocks, table clocks; alarm clocks, etc) Unlimited
10 Wool products Unlimited 35 Plug Adapters Unlimited
T Cotton products Unlimited 36 Straps, bracelets Unlimited
12 Clothi Unlimited :
omne el 37 Spectacle lens, eyeglass frames Unlimited
13 Shoes and hats Unlimited
15" Ligthét bete Unlimited Class | and Il home medical devices(Blood glucose meter; blood glucose test Have obtained the registration
comideaflel i 38 paper, electronic sphygmomanometer; infrared human body thermometer, vision  Unlimited  certificate or record certificate of
15 Luggage Unlimited training device, hearing aid, orthopedic fixed equipment; home ventilator) imported medical device
16 Small leathergoods Unlimited 39 Natural honey and other food animal products(Natural honey; bird's nest; fresh Unlirmited
17 Candy Unlimited royal jelly; other bees and food animal products)
18 Sporting goods Unlimited 40 Tea, mate tea, and products based on tea and mate tea(Green tea, black tea; mate Unlimited
19 Beauty and health equipment Unlimited tea, tea, mate tea as basic ingredients)
20 Tableware and Kitchenware Unlimited Tablet PCs; other portable automatic data processing equipment; small automatic
21 Toys (including strollers) Unlimited 41 data processing equipment; microcomputers; other data processing equipment; Unlimited
o small computers in the form of systems; microcomputers in the form of systems
22 Infant formula and complementary foods in retail packaging Unlimited
23 Coffee(Coffee beans; espr ) Unlimited Electronic consumer products such as wearable devices (Wireless headsets, other
MR Mt bR Irort that e 42 equipment for receiving, converting and sending or reproducing audiovisual or Unlimited
i i i b B other data; parts and accessories for video game controllers and equipment
2% ta:::jsel;'\agnzlizucts Western Ginseng, Radix Ginseng Rubra, Panax ginseng capsules Unlimited  obtained the import health food parts a ' game equip:
g approval certificate 43 Cell phones, handheld (including car) type wireless telephones 4 pieces
Cereal flakes; foods and dairy products such as malt extract and grain flour; sweet 44 Video game machines Unlimited
25 biscuits; waffles and communion cakes; pastries, biscuits and baked pastries and Unlimited
Total not
similar products 45 Liquor (Beer, red wine, sake, foreign wine and fermented beverages) Ot ?;)oéom'
Mon-first-time import, that has exceed
26 Heaith food Unlimited  obtained the import health food  yoce- One product refers to a product with a single, complete pockoge and Independent price. But the pockaged product is calculated according to the actual number

approval certificate of products contained in the packoge.
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HAINAN OFFSHORE DUTY FREE IS BRINGING CHINA TR INDUSTRY INTO NEW ERA
1. Government / Policy/Duty Free logic

Traditional duty free business logic New duty free business logic

(1) Asan innovative means to promote /stimulate (1) As aninnovative means to promote /stimulate economic

economic development under a certain taxation development under a certain taxation system in Country /State.
system in Country /State.
(2) Attract Chinese people to consume in China's duty-free shops,

(2) Mainly for attracting foreigners to travel and consume, promote domest‘ic consumption, and attract Chinese overseas luxury
promote economic and cultural communication at home goods consumption to return
and abroad

(3) Governments in various countries strictly control duty-free policy and

_ _ _ _ operations to prevent impacting on the domestic market
(3) Governments in various countries strictly control duty-

free policy and operations to prevent impacting on the (4) Promote the construction of Hainan Free Trade Port (duty-free for
domestic market outlying islands)

Foreigners Chinese
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() HAINAN OFFSHORE DUTY FREE IS BRINGING CHINA TR INDUSTRY INTO NEW ERA
1. Government / Policy/Duty Free business logic

Performance (2019) RMB(0.1B) Chinese Foreigners | Percentage
Global Duty Free 5726 60%*

Korea Duty Free 1478 80% 85% 26.20%

China Duty Free 550 95% 5% 9.61%
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() HAINAN OFFSHORE DUTY FREE IS BRINGING CHINA TR INDUSTRY INTO NEW ERA
1. DFE basic understanding of China duty free market

1. The duty-free industry mission of outlying islands is to promote the construction of free trade port in Hainan; secondly,
to stimulate domestic consumption; to attract overseas consumption to return to meet the needs of the islanders.

2. The specific policies of the new policy for duty-free industries are gradually implemented and gradually opened; the
new policy for downtown duty-free shops is about to be released. (Customers, purchase amount and quantity limit)

3. After the Covid-19, inbound and outbound duty free will be the same important as offshore duty free

4, The duty-free market is a huge cake, and the market share depends on the operation quality.

1L BHRBOTLESREESEEERSBRE LRRAREAER. REIEMERER. B8 LERY
4 EBK .

2. GROVHFBREABRZELLE, BZ TRRREFBEFR (BEXNR, BMIFESHERT)
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2. Duty free license holder — 10 licenses

cdf=

CHINA DUTY FREE
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FH %Pt (Shenzhen Duty Free)
+Supported by DFS

78 %& 12 (Hainan Development Holdings
supported by (Dufry+Alibaba)
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HAINAN OFFSHORE DUTY FREE IS BRINGING CHINA TR INDUSTRY INTO NEW ERA

Al
ol

CHINA REBORN
LALAY ONLINE EVENT

01-03 DECEMBER 2020




() HAINAN OFFSHORE DUTY FREE IS BRINGING CHINA TR INDUSTRY INTO NEW ERA
2. Offshore duty free retailers (Until to Nov. 30,2020)
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HAINAN OFFSHORE DUTY FREE IS BRINGING CHINA TR INDUSTRY INTO NEW ERA
3. Offshore duty free shops at Haikou Area

BO™ . .
2% . CDF "
4. CDF Haikou Intl Mova DF {
w . e Duty Free Mall (+52,,)M<J/ﬁHE{E§IX BLIEZ AL %
2=t 1R (Under construction) ETHLIA
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AITAS DUEST A G S LD Stage Area (sgm)| Plan (sqgm)
1. CDF/HDF HAIKOU AIRPORT CDF (T1,72) 14, 000 9,000 i B A SE
2. CDF/HDF MOVA MALL (S1,52) 22,000 50, 000
3. CDF/HDF QIONGHAI BO'AO 4,200 I8
4, CDF HAIKOU INTERNATIONAL DUTY FREE MALL 130, 000
5.HNH GDF PLAZA 50, 000 3. CDF-HNDF
6. TIMES' DF/DFS MISSION HILLS DUTY FREE 30,000 100,000 Bo’Ao DF A
vl
Total Space (sqm) 250,200 iR
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HAINAN OFFSHORE DUTY FREE IS BRINGING CHINA TR INDUSTRY INTO NEW ERA
nops at Sanya

2. Offshore duty free s

Offshore Duty Free Shop Name Stacguerr:ﬁterneta”(sstqm) PEIxatnen(dsiqlg; |
7.CDF SANYA INTERNATIONAL DUTY FREE HAITANG BAY 72,000
8. CDF SANYA AIRPORT DUTY FREE SHOP 800 =
9.CNSC SANYA INTERNATIONAL DUTY FREE SHOPPING PARK 33, 000 200, 000
10. HTDF SANYA DUTY FREE CITY (LAGARDERE) 95, 000
Total Space (sqm) 200,800
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2. Offshore duty free Retailer, Shop and Space

@) HAINAN OFFSHORE DUTY FREE IS BRINGING CHINA TR INDUSTRY INTO NEW ERA

Offshore Duty Free Shop Name St;::W:T::q;:;m) Fitifnz;;i

1. CDF/HDF HAIKOU AIRPORT CDF (T1,T2) 14, 000 ?, 000
2. CDF/HDF MOVA MALL (S81,S2) 22,000 50, 000
3. CDF/HDF QIONGHAI BO'AO 4,200
4. CDF HAITKOU INTERNATIONAL DUTY FREE MALL 130, 000
5. HNH GDF PLAZA 50, 000
6. TIMES'DF/DFS MISSION HILLS DUTY FREE 30,000 100,000
7. CDF SANYA INTERNATIONAL DUTY FREE HAITANG BAY 72, 000
8. CDF SANYA AIRPORT DUTY FREE SHOP 800
@. CNSC SANYA INTERNATIONAL DUTY FREE SHOPPING PARK 33, 000 200, 000
10. HTDF SANYA DUTY FREE CITY (LAGARDERE) 25, 000

Total Space (sgm) 451,000

DFE Remarks: Data is not officially confirmed by all retailers.
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HAINAN OFFSHORE DUTY FREE IS BRINGING CHINA TR INDUSTRY INTO NEW ERA
2. Offshore Duty Free Retailers & Shops
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MARTELL XO

THINK A CENTURY AHEAD
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°‘ CDF Haikou Intl Duty Free Mall (Haikou Downtown, EST 2022)
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Hainan Tourism Duty Free City (Sanya Downtown) +lagardere
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HNH GDF Plaza (Haikou Downtown) + EI[E &/ A Lbaba Group

Hainan Development Holdings Co.,Ltd
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HAINAN OFFSHORE DUTY FREE IS BRINGING CHINA TR INDUSTRY INTO NEW ERA
3. Sales and Trend

558 (RMB)

China Duty Free
Market 2019

(9.6%)
Korea Duty Free 2019

(25.8%)

572.6B(RMB)

Global Duty Free 2019
(100%)

786.8B(RMB)

BAIN: Chinese overseas luxury
purchase 2019; 7% duty free
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HAINAN OFFSHORE DUTY FREE IS BRINGING CHINA TR INDUSTRY INTO NEW ERA
3. Hainan offshore duty free Sales 2020E, 30BILLION

211%

2011~2019FE BRHEETRSRLLIRIRE

136.1
|
1011 :
802 ‘
| 1
607
554 ‘
433 S Lo
32% 33%
28% 28.30% 26%
22.70%
I 14.10%
3 2014 2015 2016 2017 2018 2019
— HEER ({Z5T)

& (im)  —iK 2020E
Hainan Offshore Duty Free sales 2011-2020
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“According to Haikou Customs statistics, from July 1st to October 31st, Hainan Offshore duty-free policy was
implemented for 4 months, and the total amount of offshore duty-free sales was 12.01 billion yuan (RMB), a
year-on-year increase of 214%; with 1.783 million shoppers, a year-on-year increase of 58.8%. Average
purchase growth from 3540 to 6736.

0.380

0.360

0.340

0.260

0.240

0.220

0.200

Ui

0.300 ™

2013
0.300

2012~20194Fifsrom B RHEFLRM (F57T)

Ll 0.351 [

[ 0.335 p-—

_J0316*

2014 2015 2016
0.316 0.338 0.351

HAINAN OFFSHORE DUTY FREE IS BRINGING CHINA TR INDUSTRY INTO NEW ERA
3. Average Purchase from 3540 to 6736

R 0.344 [—

2017
0.344

Double!
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HAINAN OFFSHORE DUTY FREE IS BRINGING CHINA TR INDUSTRY INTO NEW ERA
3. Sales — Forecasting (RMB)

200
180
160
140
120
100
80
60
40
20

China Duty Free VS Hainan Offshore Duty Free (Forecasting)
PE%KREE vs BB LSRN (Bilion RMB)

180

100.00
/' . /

== 55 S— 26 =" 55.00
= 13.61
2019 2020 (EST) 2021 (EST) 2022 (EST)

—REESRREEM (H{ZARM) Offshore Duty Free
w1 E] R HIFER (+{ZAKM) China Duty Free DEF: By Estimation



HAINAN OFFSHORE DUTY FREE IS BRINGING CHINA TR INDUSTRY INTO NEW ERA
3. Offshore duty free — Sustainable?

(1) Time is market opportunity. It will take time for international TR market recovery in Asia from pandemic affection.

(2) The number of Offshore Duty-free Shops up to 10 from 4, with retail areas up to 450K sqm, and the supply capacity of goods has been greatly

enhanced; categories and quantity of duty free goods have increased sharply.

(3) The number of travelers to Hainan recovered, and the purchase rate and purchasing power continued to grow.

(4) With local resident population of 9.5 million at Hainan, the consumption is a big potential.

(5) Chinese travelers gradually used to buy duty free goods within China. Shopping behavior is changing.

(1) BHRHIMEE#REE, BEZWTSERMNERRFREFE—EMNE, DFEFTIRRKFZTETHREIFEN BT EELTRE
(2) BHRMMAZK (1+2+1) |, BINEF|105 (9+1) TEER(ETAS0K sqm), B mtNVENIRAIERE, MK, HEKE

(3) NBABEARARE, WEXREMINFEEN, BRAREZERFEDRT

(4) BRARER (9.5M) HEFRKELSIEE

(5) RTYHEXIBE, PEANMITHRET R ——AEERNXLHR
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) HAINAN OFFSHORE DUTY FREE IS BRINGING CHINA TR INDUSTRY INTO NEW ERA
4. Sales — only 4.7% of Chinese travelers buy duty free goods in Hainan 2019

2012~20195FiSrm SRMEIAIR (BA)

4.7%

384

450

400

350

288

300

233.4

250
200 173.1
150
100

5

o

o

2016 2017 2018 2019
173.1 233.4 288 384

“HIAR (BA)

83.14 million tourists visiting the island in 2019, only 3.84 million purchases out of 81.68 million Chinese tourists), accounting for 4.7%
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Chinese travelers Shopping at Hainan Offshore duty free
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HAINAN OFFSHORE DUTY FREE IS BRINGING CHINA TR INDUSTRY INTO NEW ERA
4. Customers — more luxury brands are investing Hainan, cz customers are here.

Prncc N
< 2
[ DFE )
ErEiTs
-~y
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2020fF FEAFRSEEER BLETKR (10 [2)[4
LVMH 183.93{ZET -27.0% 2020.01-2020.06
f Fashion and Leather Goods 79.89{Z&7T -23.0% 2020.01-2020.06
Watches and Jewelry 13.19{Z&5T -38.0% 2020.01-2020.06
Perfumes & Cosmetics 23.04{ZF%5T -29.0% 2020.01-2020.06
2 Kering 53.78{ZET -29.6% 2020.01-2020.06
Richemont 19.93{ZEUT -47.0% 2020.04-2020.06
5 Jewellery Masion 10.83{Z&T -41.0% 2020.04-2020.06
Specialist Watchmakers 3.59{Z&7T -56.0% 2020.04-2020.06
Online Distributors 3.56{ZF5T -42.0% 2020.04-2020.06
2020fF FEAFEEE RLE3KE L)1
1 Gucci 30.72{ZE%T -33.5% 2020.01-2020.06
2 Saint Laurent 6.81{Z&%7T -30.0% 2020.01-2020.06
3 Bottega Veneta 5.031ZE5T -8.0% 2020.01-2020.06 § : - &
4 Hermes 24.88{ZRR5T -24.2% 2020.01-2020.06 . j CHANEL - -
5 Prada 7.75(Z85T -39.7% | 2020.01-2020.06 mfogll-—— OB
6 Miu Miu 1.311285T -407% | 2020.01-2020.06 | é i lal "
7 Burberry 2.57/z2% 480% | 2020.04-2020.06 =g Pl E by
8 Tiffany & Co. 13{Z355T -37.0% 2020.02-2020.07
9 Moncler 4.03{ZFT -29.0% 2020.01-2020.06
10 Brunello Cucinelli 2.05{Z&%5T -29.6% 2020.01-2020.06
n Canada Goose 261051078 -63.3% 2020.04-2020.06

. i . . s
Brands suffered big loss due to pandemic of Covid-2019in the 1% of 2020. Travelers are buying duty free at Hainan Offshore Duty Free Shop — Haitang Bay
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3. Offshore duty free holds the model of «
and Island resident duty free wi

by offering attractivi |r1 BN
online to offline. Tourists,

o o o
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|sla11d resulents and mamland

residents will all benefit from Hainan Free Trade Port __ .
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Offshore duty free | Offshore travelers
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Hainan Resident duty
free

Local Residents

Cross-board shops All kinds of
online & offline customers
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About new offline shops enjoy
cross-board e-commerce tax
rate
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About Duty Free Shops for
local residence
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4. The global pandemic of Covid-2019 and the
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9. The competition starts from the power of
license, to the power of partnership w b

alent competi
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7.COF SANYA INTERNATIONAL DUTY FREE HAITANG BAY
4. CDF Haikou Int! DRSS

Duty Free Mall ) e 33 8. CDF SANYA AIRPORT DUTY FREE SHOP
(Under construction) / B HL45 9. CNSC_SANYA INTERNATIONAL DUTY FREE SHOPPING PARK
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THANK YOU !

e Jason Cao, DFE Founder
* Wechat/Phone: +86 159-2124-3369
e Email: Jason@idutyfree.cn
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