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What You Could Take Away From This PPT

 What Does China’s Middle and Affluent Class Look Like?

 What is Wrong With Current Financial Distribution Models?
* What Could Change and Where are the Opportunities?

 What We at Fanhua are Doing?



China’s Middle Class — NAV & Asset Class
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Total Investable Assets Of Individuals In China3

Middle Class and Above Households in Chinat

(000")
400
. . 300
Ul With net assets of USDS30 million
UHNW
Households With net assets of RMB100 million 116 200 165

1,708 o 2

} B I
With net assets of RMB6 million 0 . .

Affluent Households

4) 164 2008 2010 2012 2014 2016
Middle-class Households? B Cash and Deposits H Investment Property
With net assets of RMB3 million Bank Financial Products B Foreign Investment

33,214

Other Domestic Investment**

Data source: 1. Hurun China Wealth Report 2022; 2. Hurun China Wealth Report 2019; 3. Bain Capital, China Merchants Bank

*Capital Market Products includes stocks, public funds, NSS and bonds held by individuals.
**QOther Domestic Investment includes trusts, fund accounts, brokerage management, private securities fund products, gold, private equity, etc. held by individuals.
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China’s Middle Class & Available Financial Producfé %

¢ Financial products available to Middle Class remain limited and skewed towards short-term savings products.

Fixed-income

Structured
Products

Publicly-raised
Funds

Securities-
Backed Privately-
raised Funds

Private Equity

Overseas
Products

Term Deposits

Bank WM products

Income certificates

Fixed-income trust products, ABS
Savings-typed insurance
Income-strengthened institutional products
Leveraged structured products

MMF

publicly issued bonds

Stock-focused funds and alternative funds
Privately-raised bonds

Quantitative private fund & QPF FOF
Long-only private equity fund & Event-driven
private equity fund

Mezzanine fund

Start-up fund, Growth fund and M&A fund

Offshore funds, QDL & QDIE
QDI

Low
Low
Low
Relatively low
Low
Medium
High
Low
Relatively low
Relatively high
Relatively low
Medium

Relatively high
Relatively high
High

Non-specific

Non-specific

Low
Low
Low
Relatively low
Low
Medium
High
Low
Relatively low
Relatively high
Relatively low
Medium

Relatively high
Relatively high
High

Non-specific

Non-specific

ranging from months to years
mainly 3-6 months

mainly 1 year

mainly 1-3 years

mainly 3-5 years

mainly within one year
mainly within one year

Daily redeemable
Daily redeemable on specific time

Monthly/quarterly redemption
Monthly/quarterly redemption

Monthly/quarterly redemption
Minimum 2 years
Minimum 5 years

Non-specific

Mainly short-to-medium term
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Fanhua - Puyi Household Wealth Survey

About the Survey

The survey will be co-published by FANHUA, PUYI Standard, a leading
independent research firm focusing on statistics analysis and research in
China’s financial service sectors and PUYI Inc. (Nasdag: PUYI), a leading
independent wealth management service provider in China.

The data covers populationsin 214 cities across 30 provinces and
municipalities in China.

Based on the size of investable financial assets, the respondents were
divided into middle-class households (CNY 100,000 to 600,000), affluent
households (CNY 600,000 to 6,000,000), and high-net-worth households
(over CNY 6,000,000).

The survey analyzes the sources of income, distribution channel, asset
allocation methods, as well as the current status and challenges of
wealth inheritance for different classes of households.

AR GR @

RARR | @uure

2022-2023
TEREATERARD

PEREZ

SEHASERRY

REEMESERER

#rREESNEZR




Background of the Respondents
—Age Group and Geographic Distribution

D G IR
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Age group of middle class and above households:
® 31.5% -46.7% in the 30-39 age group;
® 21.0% to 25.5% in the 40-49 age group;

® High-net-worth families having the highest presence (22.5%) in
the 50 and above age group

Geographic distribution of middle class and above households

© Middle-class and affluent households predominantly situated in the
East China region, with distribution percentages of 29.29% and

36.96%, respectively.

® High-net-worth households notably concentrated in the South China
region, representing 24.72%, followed by the North China and East
China regions.
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Aged under 25 Aged 25-29 Aged 30-39 Aced 40-49 Aaed over 50

——— All Households mMiddle-class Households m Affluent Households

East China

North China

South West

South China

Middle China

North East

North West

29.3%
0%

19.9%
I
15.1%
4 1%

HNW Households

30.8%
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20.0%
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Sources of Family Income

All HouseholdsMiddle-class Households Affluent Households

Main sources of income for midde Salary Income @ — —
class and above households:
® Salary Income Other Income@ I ]
- 86% ~ 90%
® Financial Investment Financial
aan | 63 59%
--34% ~ 64% Investment I EXY
® Other Asset-based Income Other Asset-
--26% "~ 42% based Income, [ I
e.g. Rental of
Real Estate
il @ m u
uppor
Inheritance
Business @ B I
Operation

Income
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Family Income Statement

Family Annual Income Family Annual Expenditure

Middle-class families: Middle-Class Families:

* Highest proportion in the income range of RMB100k-300k at 52.19%. * Highest proportion in the range of RMB100k-300k at 56.32%
Affluent families Affluent Families:

* Highest percentage in the income range of RMB300k-600K at 40.22%. * Highest proportion in the range of RMB100k-300k at 49.73%
High-net-worth families High-Net-Worth Families:

* Relatively higher proportions in the income ranges of RMB600k-RMB1 mn * Highest proportion in the range of RMB600k — RMB1 mn at 35.96%

and RMB1 mn-3 mn, at 31.46% and 34.83%, respectively.
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5.17%
. 22%
31. 46%
34.83%
3.92%
35.96%

7.17%
30.34%

15. 73%
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2247%
9.57%

.16%
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Key Pressure Points

ARE YOU UNDER FINANCIAL
e The biggest pressure points for middle class PRESSURE?

and above families are child education with YES NO

23.1% to 38% expressing concerns, followed o« || N /' Households I - -
by elderly care, debt burden and health care. _
ss.on | /i dc-class Household NN ¢

e Middle-class families face significantly higher

economic pressure compared to affluent anc o o [ e Houseross I -

high-net-worth families.
22.47% 77.53%

SOURCE OF FINANCIAL PRESSURE

Children Education =
Elderly Cafe —

@ All Households

Mortgage [40.160 ] . m Middle-class Households
m Affluent Househaolds

Healthcare pzE: [

HMW Households
Others @ g




-J;j{; S 11 RSE R
® ° ® FANHUA Inc.

Expectations of the Next 5 years

e All households expecting greater increase in income relative to expenditure
e High-net-worth families are more optimistic about their future income relative to expenditure

Increase in Income Relative to Expenditure @ | I
Remain Stable in Income Relative to Expenditure @ I I
Decrease in Income Relative to Expenditure [ ] [ ]
Increase in Income @ [ I

Remain Stable in Income @ [ ] [ ]

Decrease in Income @ [ ] [ ]

Increase in Expenditure @ I [

Remain Stable in Expenditure @ . .

Decrease in Expenditure @ B B

@® :ill Households m Middle-dass Households m Affluent Households HMNW Households



Content

e What Does China’s Middle and Affluent Class Look Like?

* What is Wrong With Current Financial Distribution Models?

* What Could Change and Where are the Opportunities?

* What We at Fanhua are Doing?



® Banks continue to dominate offline sales channels
e Distribution channels fragmented, quantity over quality

e Lack of universally accepted professional qualifications such as CFP & AFP

Product Type  |Distribution Channels

Banking WM
Products HEILE

Trust companies, banks, insurance companies, insurance asset

Trust Products . . .
management companies, securities brokers and fund companies

Banks, fund companies, securities brokers, independent financial
MMF advisors (securities investment advisory firms and independent fund

distribution agencies), internet channels

Banks, fund companies, securities brokers, independent financial
Publicly-raised funds advisors (securities investment advisory firms and independent fund

distribution agencies), internet channels

Banks, fund companies, securities brokers, independent financial
Privately-raised funds advisors (securities investment advisory firms and independent fund
distribution agencies)
Banks, fund companies, securities brokers, independent financial
advisors (securities investment advisory firms and independent fund
distribution agencies)

Asset Management
Plans

Insurance Asset
Management Plans

Trust companies, banks, insurance companies, insurance asset
management companies, securities brokers, and fund companies
Savings-typed
Insurance Products

Banks, insurance companies, independent insurance brokers and
internet channels

What is Wrong with Current Distribution Models?

D iZIERARER
FANHUA Inc.

Channel Mix By Asset Value

[

® Banks

m Securities brokers

® Independent financial advisors and internet channel
Others

Data source: Blue Paper: CICC Asset Management, 2022
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Lack of Professional Advice Leads to...

® Mis-selling
® Making the Wrong Investment Decisions
® Bad Customer Experience and Regulatory Complaints

Faced with Loss on Investment Faced with Gain on Investment

54.86%
T SR All Households 45.14% -
. (]
189 : 56.57%
Ty 43.18% Middle-class Households 43.43% :
38.86% Affluent Households 53.53%
61.14% 46.67%

HNW Households

70.79% 55.06%

. | often choose to sell I | often choose not to sell

12
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Content

 What does China’s Middle and Affluent Class Look Like?

* What is Wrong with Distribution in the Past?

* What Could Change and Where are the Opportunities?

 What We at Fanhua are Doing?
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What could Change and Where are the Opportunri'}cies?

Removal of implicit guarantee of return for WM products and declining yields of bank WM products present opportunities for
independent financial service providers to gain market share

Western style Independent Financial Advisor model almost non-existent due to strict regulation on cross selling

Life insurance agents, particularly independent agents, have the best chance to transform in to IFAs but professionalism is key
Insurance industry growth over past 30 years largely driven by ‘mass agent’ model which has reached the end

We estimate the industry has less than 1m professional advisors, but the market needs at least 3mn

%
NO. OF INSURANCE SALES AGENTS

6.00 mn

5.00
4.00
3.00
2.00
1.00

0.00
1/1/17 1/1/18 1/1/19 1/1/20 1/1/21 1/1/22 1/1/23

Data source: wind, Development Research Center of Guangfa Securities 2014 2013 2016 2017 2018 2019 2020 2021

14



. Growin
Deficits in _ &
i retirement
Pensions
concerns

Key considerations for future
financial assets allocation:

* Retirement Plans

* Inheritance

Need more professional
financial sales channels

2 iZERARER

Retirement Needs and Considerations P B

Deficits in Pensions for Different Families

<Imn @ I 35, 42%

.

(1mn, 2mn] @ — —
(2mn, 3mn] @ - —
(3mn, 5mn] &2 ] -
>5mn §EES I 1
Satisfied &E8 = ]

Retirement Concerns for Different Families

Accidents & Health Issues S [
Unqualified Elderly Care @ I I
Services
Not Enough Pensions
to Fulfill Retirement @ — —
Eail to Maintai dINeeds
ail to Maintain and Increase — -
the Value of Investment for
Retirement
Lack in Egorcreen @ i —
Centers
Worse Living Condition in the @ _— I

Future
@ 2ll Households @ Middle-dass Households m Affluent Households HMNW Households

=
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19.21%

29. 36%

12. 47%

15.27%

11.89%
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High-net-worth families place greater emphasis on wealth inheritance, with the highest proportion of

selecting a score of 5 (very important) for inheritance, at 38.20%
Middle-class families have the relatively higher proportion of selecting a score of 1 (extremly not important),

at 3.38%.
All Middle-class
Households Households
’ ’ y y
1 (Extremly Not Important)
2.95% 3.38% 2. 45% 1.12%
2 (Not Important) ‘ . y {
5. 10% 5. 38% 3.80% 7.87%
Y
3 (Neutral) i i {
29. 06% 32. 29% 24. 46% 19.10%
i i \ J
4 (Important) 41.08% 39. 05% 47.28% 33. 71%

5 (Very Important) 91 8o 19, 90 22.01% 38. 20%

16



Growing Trend of Family Trust/Office Services ~ r iR

Architecture of Family Trust

Family Office Service Provider |- OCTECNINE »| Trustee
Monitoring
Living allowance
Hire Consultant Managing Affairs Education fund
) Pension
Wealth ] Wealth Allocation . .
Family Trust Beneficiary Medical fee
Birthday benefit

Business fund

Cash || Financial Asset || Real Estate || Insurance Policy || Company Share || Other Asset

17



-);‘,‘5 511 RSE R
® B ® FANHUA Inc.

Content

 What does China’s Middle and Affluent Class Look Like?
* What is Wrong with Distribution in the Past?

* What Could Change and Where are the Opportunities?

* What We at Fanhua are Doing?
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Fanhua’s Development Paint Points in the Past s B

¢ Volatility in insurance product suppliers due to continued change in competitive landscape
¢ Historically heavy reliance on mass agent-driven model

Top Life Insurance Partners by Revenue (2011-2022) Number of Registered Agents (2007-1H23)

14%
0
4%

100% (OOO)
& 0 0% 7% G‘V

808
670

.’ 1
. '
. '
. '
. '
' |
' o
' 2 !
L oo 18% :
10% 3ty |
' 22% 6
80% '
: I :
' .
S W |
] 0 f
I 6o% 1% :
- 21% '
50% 6 )
: 6 16% I 363 !
] 0
: o L & 232 284 :
: 30% . 12% I :
U o ) ) 116 l 4191 :
: o 59 39 50 46 47 52 62 pgm L '
: 10% 14 e e W o™ :
; '
: 0% 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 1H23 ]
'
: '
. '
. '
. '
' |
! ’

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 1H23
M Sinatay B Greatwall B Huaxia Aeon B Evergrande
B Other B Tian'an Taikang W |CBC-AXA m Aviva-COFCO
Aegon-THTF Sino Life B Mingsheng Life M Lian Life B Aixin Life
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Fanhua’s Vision: To Build a Technology-Driven Financial Service Platform

Revamping the Traditional Model Building an Open Platform

Professionalization
- Captive advisors getting more "specialized, Dual Growth ° Develop an open platform to enable various types of
‘O. professional and elite", transforming from insurance brokerages, sales organizations and
= solely product advisors towards financial and individual agents:
wealth mgmt. advisors

Engines

- Lower IT and compliance costs through a unified
compliance structure and IT infrastructure

- Providing diversified product offerings
- Enabling agents' digital transformation

- Offering professional training support, assisting
advisors in productivity and professionalism
improvement

- Providing cash flow support and capitalization paths
to enhance liquidity

Digitalization
s « Developing various digital tools to enable 0
;‘-’w advisors to enhance their productivity and
service capability

Integration
« Leveraging comprehensive financial
@ advantages to develop diversified insurance
products and expand service offerings of
"insurance+"

20



3F Training System

e Leveraging FH's resourcesin insurance
and trust, cultivate advisors'
capabilities in designing solutions for
client's wealth protection,
management, and succession

FOC

Family Office
Consultants

e Leveraging FH's resources
in retirement service,
provide familial wealth
management service to
serve client's needs in
retirement and
succession through whole

life insurance

Leveraging FH's technology in
policy management, build
advisors' capabilities in
insurance protection review,

products selection, and FPC
analyzing customized needs for

FRP

Fanhua Retirement
Planners

‘ Fanhua Policy
clients Custodians

*FOC refers to Family Office Consultants, FRP refers to Fanhua Retirement Planner, FPC refers to Fanhua Policy Custodian

What Are We Doing to Drive Quality Growth? 3§ B

Developed Professional Training - Empowering Advisors' Career and Business Development

FOC
v 3,324
# of Accumulated Trained Agents

® Goal for 2023: to train 3000
external FOC candidates

FRP
v 13,071

# of Accumulated Trained Agents

FPC

v 15,070
# of Accumulated Trained Agents

21
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} What Are We Doing to Drive Quality Growth? 2k B

Technology — Developing Digital Tools to Drive Professionalisation & Efficiency Gains

FA APP Fanhua Academy FA APP Digital Marketing FA APP Customers' APP
Platform

WA Y )
— 2222 gL TEa E-
e = e B SEE =
(=) R ] = T
* Digital recruiting * Training courses * FA account mgmt. * Live broadcasting * Proposal creation * Fanhua Academy
- Digital marketing « Content creators * Real-time activity * Campaign mgmt. * Product comparison * Dedicated online FA
- Online
- * Living br in n rforman * EX -visitin * Sm n istan
application & g broadcasting and performance pert co-visiting Smart entry assistant
approval tracking  Customer profiling  * Smartunderwriting * Policy mgmt.

Dashboard Policy mgmt. Policy Enquiry and

Amendment

Fast claims online
22
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High-End Medical Insurance?

Chinese Version English Version
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What Are We Doing to Drive Quality Growth? — Zp 2R
An Open Platform to Empower Independent Insurance Brokers and Advisors

« With our open platform, we seek to empower platform users by:

Sharing a unified compliance structure and IT infrastructure to drive efficiency and lower IT and compliance costs
Sharing deep and broad relationship with life insurers to provide the best exposure for all

Enabling agents' digital transformation

Sharing 25 years of accumulated experience and knowhow to empower professional development

Providing cash flow support and capitalization paths to enhance liquidity and security

Captiveagents Digital broker  Digital broker Digital broker Digital broker Digitalbroker  Digital broker Digital broker Digital broker

\

1 1
\ - \
1 ’ - N 1 ’ - N
\ , N \ N \
e 7’ e
1 . N 1
1 1

\

* Enable continuously

* Broad product offerings professional development

* Embrace digitalization of
insurance

* Integrated finance & compliance
management

24
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Steady Growth in 1 Improvement in Top
No. of Top Agents Agent Productivity

000 59.7% 7 1307 57%
w228% 1 14" 1107 ot

37%
723
'S 634

Premium (o)
il vov 163% . .
. 3
1°K:;::‘t'“m Yoy 29%
2022 2Q23 2022 2Q23 20Q22 2023

Per Capita Productivity of per Capita Productivity Contribution from 100K Premium
100k Premium Agents of MDRT Agents including MDRT

TOP AGENT PRODUCTIVITY CONTRIBUTION

Increased Contribution 3

from Top Agents

100K
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Growing Contribution from Open Platform Strategy#&”‘”“‘”"“'

Q2 YoY Growth: 90.6% RMB: bn Q2 YoY Growth: 135% RMB: bn

0.76
0.53 I 032 0.28
: : 0.47 0.5 , 0.25 :
0.46 . 0.20 0.23 I I

1Q22 2Q22 3Q22 4Q22 1Q23 2Q23 1Q22 2Q22 3Q22 4Q22 1Q23 2Q23

Total Life FYP Mix* (%) Revenue Mix* (%)

Open

Platform Open
35% Platform
32%

Organic

65% Organic

68%

*QOrganic FYP refers to FYP contributed by our existing agencies excluding short term premiums generated by Baowang
**0pen Platform FYP refers to FYP contributed by three newly acquired entities and third party entities using our platform
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Significant Growth Potential for Independent Advisors in China.:";; FANHUA tnc.

market share in developed markets insurance intermediaries in China, with market share Rapid growth driven by strong demand

rising fromi4% to 12% and supply

Demand Side

Premium Mix by Distribution Channel, 2020-2030E,

Premium Mix By Distribution Channel, 2020

China
* Increasingly sophisticated customers
- Accumulation of private wealth
- Rising insurance penetration
- More complex and diversified insurance needs
4% - - Awareness to seek professional 3™ party advice
7% - Broker - Calling for cost-effective solutions

9%

20%

®* __ Direct and Others » Smalland medium insurers' increasing

reliance on brokerage
- Homogenous product offerings, limited
Banca resources and weak sales capabilities leading to
increasing reliance on independent
intermediary channel

Supply Side

Tied Agents e Expanding talent pool:

- Highly productive agents and professionals
from Fls or other industries seek diverse
career development opportunities,

us Germany Japan 2020 2025E 2030E independent business models and higher
compensation
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, Huge Market Potential Overseas P Fanoa ne
Opportunity for Expansion in to Hong Kong and South East Asia Markets

Growth Opportunities +
Replicable Platform Model

* Hong Kong's insurance market reaching

* Enormous potential in life insurance in
Southeast Asian market, with markets like

Singapore having sales models similar to China.

* Market share shifting from direct to
independent insurance intermediary channel,
driven by technological development,
tightening regulation, and consumers’ demand
for more choices

Independent Brokerage Channel Gaining Shares in Life Insurance Markets in
U.S, Europe, and Asia over the Past Decade

% u.S. Europe Asia
L. o2 B2 O HE3 O
54.9 296 273
56.9 55.4
2 8.7
2010 2021F 2010 2021F 2010 2021F

Captive Agents mBanca mIndependent Brokers = Direct

Data source: McKinsey's global insurance report (2023)

Southeast Asian Life Insurance Market Expected to Maintain Steady
Growth over 2022-2026 (by GWP)

22%
19%

0, 0,
U2 10 8% 9% 9% 10% 9%
6% 5% 5%
I I 3% 3% I
||
Hong Kong Singapore Thailand Malaysia Vietnam Philippines Indonesia Asia

2010-2021 m2022-2026E

Data source: JP Morgan Research: Asian Market Strategies 2023
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Thank You

Email us if you would like a copy of this presentation or our annual household wealth survey.

ir@fanhgroup.com



