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CHAIRMAN’S MESSAGE

AmCham China is pleased to release the 21* edition of our annual China Business Climate
Survey Report. We are also delighted to have partnered with Deloitte for the execution

and analysis of this year’s survey. As one of the key barometers of the sentiment of the
American business community in China, this year’s edition is especially pertinent — given
the turbulence we’ve encountered in the US-China economic relationship over the past year.

We hope that the data included in this report will provide both governments with an
accurate and nuanced view of the experiences our member companies are having on the
ground in China, and thereby help to inform the negotiators regarding the issues of greatest
importance to our members. Yes, there are challenges — many longstanding, and many
past commitments remain unfulfilled. That said, China is still a critically important market
for many American companies, and the bilateral economic relationship is too important to
not get right.

As you will see in the following pages, the recent US-China tensions have led 89% of

our members to adopt a pessimistic view regarding the bilateral trade relationship.

Rising geopolitical uncertainties have led close to one quarter of our members to delay
investments in China. But bright prospects for domestic consumption and a modestly
improved investment environment have helped China remain a top investment destination
globally, meaning that it remains as important as ever for the two sides to continue their
efforts to move the relationship onto a more solid footing.

2018 marked the 40™ year of China’s Reform and Opening, and though our oldest members
enjoy access to a vastly different market than the one they found in 1978 and remain
confident that China’s policy of reform and opening will persist, so do perennial challenges
— such as regulatory inconsistency and limited market access in some sectors.

As we celebrate the 40" anniversary of the normalization of Sino-US relations, we must

not forget just how fragile the mutual trust between the two sides can be. To restore that
trust and to build stronger bridges, we urge both sides to agree to and implement concrete
actions in the weeks and months ahead that will address many of the concerns highlighted
in this Report. Likewise, as AmCham China enters its 100" year, we will continue to strive to
foster a healthy commercial relationship between the US and China.

Dimsthy . Mtratfrd
Timothy Stratford

Chairman, AmCham China
February 2019
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EXECUTIVE SUMMARY

2018 was marked by heightened uncertainty in the global political and economic
environment, due in large part to escalating US-China trade tensions and concerns
about a slowing China economy. This year's China Business Climate Survey Report
captures changes in business sentiment during this turbulent period. While member
experiences as always vary by sector, the differences this year are particularly
notable.

Overall, most companies continued to see revenue growth and maintained breakeven
or profitable results; however, financial performance was softer than in previous years
and varied considerably by sector. Despite the trade tensions, China remains a high
priority market for the majority of companies, although many appear to be tempering
their investment plans.

Members’ outlook appears to be shifting from cautious optimism to cautious
pessimism, as many longstanding concerns — such as inconsistent regulations and
uneven enforcement — persist, even as new challenges — namely bilateral US-China
tensions and fears that economic deceleration will continue — are taking center
stage. Furthermore, survey results suggest that we are yet to see the full impact of
the tariffs: some companies appear to be maintaining a “wait and see” attitude, and
at the same time taking proactive steps to manage their financial performance.

In light of these concerns, our members are clear on actions that can be taken by
both the Chinese and US governments to improve China’s business environment
and encourage new investments. Substantial improvements in market access,
intellectual property rights (IPR) protection and regulatory transparency are all cited
by members as critical to their continued success. Additionally, members are asking
the US government to advocate even more strongly for a level playing field, pursue
investment reciprocity and engage in results-oriented inter-governmental dialogues.

Despite a general decline in performance relative to 2017,
companies are still experiencing modest growth following the
lows of 2015

In 2018, the trend of increased revenue growth that companies have reported since
2015 continued. Most companies were profitable, although the share declined slightly
(to 69% from 73% in 2017). Another 21% were reportedly only breakeven. Service
sector companies reported the greatest increase in revenues, while Resources and
Industrial (R&I) industry members experienced a sharp decline in profitability.
Earnings before interest and tax (EBIT) were also down across the board, though
more than a fifth of respondents said their China EBIT margins are higher than those
in the rest of the world.

The Technology sector in particular reported higher China EBIT margins compared
with global operations. Among respondents reporting lower EBIT margins,
“deteriorating industry conditions” was the primary driver of declining profitability for
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How does the estimated 2018 revenue of your China operations
compare with 2017 results?

2018 FERAREL I SHEEWATNITS 2017 FRLEBERTWL?
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R&I (38%) and Services (44%) sector companies. While “slowing business growth”
and an “increase in costs” proved significant profitability challenges across the board,
25% of Technology companies cited “competition from privately owned Chinese
companies” as hindering profitability.

Despite tempered growth and investment expectations, China
remains an important market

Did 2018 mark a negative turning point for American businesses in China? Not
necessarily. More than 80% of our member companies expect positive industry
growth in 2019. That said, over half of respondents expect their industry to grow
at no more than 5%, below many private estimates and the Chinese government'’s
forecasted GDP growth rate for 2019 of 6.3%. Close to 28% of R&I companies
forecast no or negative growth in 2019.

Additionally, 32% of respondents expect their investment to slow in 2019, compared
with 26% who held that same view one year ago when looking ahead to 2018. R&I
and Consumer companies expect to reduce investments considerably, while Services
and Technology and other R&D intensive industries expect to scale back their
investments more moderately.

Despite concerns over the economy and tempered investment plans, members are
clear that China remains a top priority for all sectors’ near-term global investment
plans. Even with stronger domestic competition, rising costs and profitability
pressures, future prospects for at least moderate market growth in priority sectors
and the “rise of an increasingly sizeable and affluent middle class” continue to
generate optimism for business opportunities.



How does China rank in your company’s near-term global investment plans?
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Members also express optimism that China’s investment environment will continue to
improve. Furthermore, confidence in China’s commitment to further open its markets
is at the highest level since members were first asked about it in late 2016, with 50%
optimistic that steps will be taken to open markets further for foreign companies. In
the R&I sector, 53% of companies believe that the market for foreign investment will
become more open in the coming three years, up from 40% in 2017.

The Consumer sector places the highest priority on China investments, with
Technology & other R&D-intensive industries also giving increasing weight to China
in their investment plans. According to interviews conducted with member-company
representatives, China remains a desirable investment destination, with new
opportunities emerging due to gradually increased market access and China's role as
an enabler for their global strategies.

Long-standing business challenges persist

Market access restrictions and a lack of regulatory transparency continue to pose
significant challenges for our members. In Technology & other R&D-intensive
industries, 73% of surveyed companies said market access restrictions inhibit their
operations. Nearly half of members reported they would consider increasing their
investments in China if its markets were open to the same extent as they are in
the US.

“Inconsistent regulatory interpretation and unclear laws and enforcement” remain the
top business challenge for companies in all sectors except Consumer. Only slightly
more than half of our members believe policies are enforced equally between foreign
and domestic companies. Not surprisingly, members also said that improvements in
regulatory transparency and predictability would encourage them to invest further.

Innovation continues to be important for members’ success in China, but a range

of barriers such as “insufficient protection of IPR”, the “increased restrictiveness of
cybersecurity-related policies” and “requirements to comply with unique Chinese
standards” inhibit innovation and disincentivize investments. In fact, one-third of
respondents report that they limit China investment because of IP protection concerns
alone, rising to nearly one-half of companies in the Technology and R&I sectors.
Technology and R&I sector companies say they would be more willing to increase
investment in China if they were required to transfer less technology and their IP

was better protected. However, the majority of respondents acknowledge China’s
efforts to improve the way in which IPR laws are written and enforced, especially with
respect to trademark and brand protection.

Bilateral tensions: a ticking time bomb for business operations
in China?

Member companies continue to view the US-China relationship as important for
their success in China. However, nearly three-fourths expect bilateral relations to
deteriorate or — at best — stay the same in 2019. When members were asked to
rank their top business challenges, “bilateral tensions” — a new survey option —
ranked as a top challenge for businesses in China regardless of sector, just behind
“rising labor costs” and “inconsistent regulatory interpretation and unclear laws and
enforcement.”

Of course, a key aspect of these tensions are the bilateral tariffs, which continue to
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Please rank your top five business challenges in China

BERX AT R SR

Technology & other R&D-
intensive industries

BRAFNE AR £ 1Tk

Inconsistent regulatory
interpretation and
unclear laws &
enforcement

SEEEAMARIRAIT
F—3 | OB
(55%)

Rising tensions in
US-China relations

FREXARHm R K
(46%)

Increased competition
from privately owned
Chinese companies

REPEMRERIVATENE
(36%)
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Resources & Industrial
T AZEEIRTTAY

Inconsistent regulatory

interpretation and
unclear laws &
enforcement

EREEREALT
F—2 [ TBBif

(56%)

Rising tensions in
US-China relations

REXREREK
(46%)

Industry overcapacity
Tk F=Eed

(32%)

Consumer
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Inconsistent
regulatory
interpretation and
unclear laws &
enforcement
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(50%)

Rising tensions in
US-China relations

REXFREREK
(43%)

Shortage of qualified

employees
ROSEHNET

(38%)

Difficulty obtaining
required licenses
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(33%)

Services

AR 1Tk

Inconsistent regulatory
interpretation and unclear
laws & enforcement
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Rising tensions in
US-China relations

REXA B K
(51%)

Shortage of qualified
employees

FRDERIET
(38%)

Regulatory compliance
risks, including insufficient
lead-time to comply with

new regulations
HRESANK, SiEZEE®%
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(34%)




hurt our member companies. Consistent with views expressed during our survey
(in partnership with AmCham Shanghai) on the impact of tariffs conducted in
September 2018, tariffs impact business operations in many ways, including higher
manufacturing costs, lower customer demand and pressures on profitability.

"The freedom to import and export goods benefits both American and Chinese
citizens in terms of more choices, value, jobs and economic wealth," one member-
company executive said. "Imposing overarching tariffs runs the risk of overshooting
and causing a negative impact for everyone involved."

R&I and Technology & other R&D-intensive industries have been hit hardest by
bilateral tariffs and non-tariff barriers. As a result, some 52% of R&I and 30%

of Technology & other R&D-intensive members indicated they are adjusting their
supply chains by “seeking to source components and/or assembly” outside of China
or the US.

65% of members said trade tensions are influencing their longer-term business
strategies, and nearly a quarter are delaying additional China investments. While
trade tensions are prompting some members to adopt a “wait and see” attitude,
companies in sectors deeply connected to global supply chains (or exposed to China/
US markets) are taking steps to minimize risks.

Implications for business leaders

While it is difficult to predict whether the US and China will choose cooperation,
confrontation or some combination of both, it is clear that the tensions between
the two countries are increasingly driven by fundamental differences in their
economic systems and other areas, rather than just trade imbalances. Based on
our discussions with business executives over the past year, a growing number of
companies are hedging their bets through flexible contingency planning, supply
chain diversification and delayed investment decisions.

Implications for policymakers

Although the majority of our member companies remain optimistic that China
will further open its markets, they are clear that improvements in regulatory
transparency and improved market access would have the greatest impact on
investment decisions.

More specifically, members would like to see China’s government provide greater
market access, transparency around the policymaking process and consistency in
enforcement. At the same time, members would like to see the US government
advocate more strongly for a level playing field (47%), pursue results-oriented
government dialogues (33%) and apply investment reciprocity (31%).

Ultimately, our survey results underpin the widely held view that positive bilateral
relations are an important foundation to the success of US companies in China.
Finding a comprehensive and enduring resolution to the current trade frictions is
critical to create a more positive, predictable environment for companies, which in
turn will benefit the citizens of both countries, and indeed the world.



How significant of an impact would the following changes to the policy
environment have on increasing your company'’s investment levels in China?
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Ensuring greater protection of
intellectual property 26
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Limiting the use of industrial policies that
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Allowing us to take increased control of our
China operations/reduce the need for a local
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2019 SURVEY METHODOLOGY 2019 &A%

The survey for this report was conducted between November 13 and December 16,
2018. It was sent to 771 AmCham China member company representatives, of which
314 completed the majority of the questions.

Survey respondents represent large, medium and small-sized enterprises from a broad
range of industries, including many with global operations. Analysis was further broken
down into four sectors — Technology & other R&D-intensive industries, Resources &
Industrial, Consumer (products and services) and Services. The same methodology was
used as in previous years to ensure consistent analysis and deeper understanding of the
issues and opportunities facing our members.
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Number of employees Revenue (2018 USD estimate)

ER%E FRit4N (2018 £, %EJT)

Small employers
(less than 250)
NREE (BRDTF 250
A) 23% 23%
® Large employers

(250 to 1,000)
ARBREE (BRA 250
Z 1000 A)

® Large employers
(1,001 to 2,000)
AEEX (BR7 1001
%2000 A)

® Large employers
(more than 2,000)

REEE (BRAZT
2000 A)

® Less than 10 million
DF 1000 B

® 10 to 100 million
1000 AE 112
>100-500 million
AF 11ZNF 512

® >500 million to 1 billion
KF 512/hF 1012

® More than 1 billion
%2F 1012



Where does your company have a legal presence? (Please
select all that apply)

RABERINERIREEREE? (BEEFMEEREM)

® China only /1
® China+US REMEE

® Global (China+US+Outside China and US)
2k (PE. EEMEGER / #X)
China+Outside China and US
FE. FEMEEMUIMIER / #HX

® USonly %

® US+Outside EEFLISM

® Outside China and US only
FEFMEEMIMIER / #hX

What percentage of your global revenues is China expected
to account for in 2018?

2018 FRABWAEL U SHELHERD S S KELH?

® <10%

® 10-<25%
25-<35%

® 35-<50%

® 50% or more
%F 50%

Respondents’' position
ZiFEIR(

® Senior-level country manager (CEO, VP, GM, Managing
Director, Chief Representative)

FEXEE (BERTE. BIRE. REE E5R4E gFERR)
® Director of government relations or public relations
department
BRXR | ARXARZE
Director/functional leader of other department (e.g., HR
Director, Finance Director, Sales Director, COO)
EIRERINEENS (AHBRAKE. USRI, HERK. &
BEEES)
® Other
Hith




Survey respondents were segmented into four main categories
ZipEFREIT S S35

Resources & Industrial
TALANERTT

Technology and other

R&D-intensive industries
(n=82)

BRAME R &7k

(n=60)

e Aerospace Agribusiness
fn==fnx wull
Automotive & Transportation Vehicles

e Healthcare Products (e.g., Pharmaceuticals,

Medical Technology) REMIERZER

BT om (A0RIZS. EEFraaii) e Machinery, Equipment, Systems & Controls
e Technology/telecommunications—Hardware M. 1&&. RFAaAEE

aR / BiE (FEH) « Oil & Gas/Energy

Technology/telecommunications—Services ol & KRR | BETR

=it [ BiE (RSS)

Other Industrial (e.g., Chemicals, Mining,
Paper & Packaging)
Hh T g (bR R, S5, 85%)

Consumer (products & services) Services
HERITI BRS3 1Tk
(n=64) (n=65)

Financial Services (e.g., Banking, Insurance)

e Consumer Products

JHER ERIARSS (NR1T. fRKD)
e Retail and Distribution e Real Estate and Development
SES5HH B L
e Healthcare Services e Transportation and Logistics
Ediles ERSYIR
e Education e Investing (e.g., Private Equity, Venture
W Capital)
e Media and Entertainment B GRAERAL. KRR
BARERER e Other Services (e.g., Law, Human Resources,

« Hospitality and Travel & Leisure Accounting, Marketing, Advertising and PR,

HE. RIES R Research, Consulting)
HthRss AR, ANTBR. 21t mZEH. [
ERAK. B &i8)

e Social & Public Sector/nonprofit (including industry associations) ft=5 2 HEl / EBEFHE (BFFETLHES)
o Other (e.g., environmental services, think tanks) Efth (WIIMRARSS. BES



2018 Performance Snapshot
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In 2018, China's reported GDP growth rate held up at 6.6% despite
deepening uncertainty, and it appears we are not yet seeing the full
impact of US-China trade frictions on the real economy. Some 62%
of members continue to see China revenues increase, two percentage
points (pp) fewer than in 2017, although the general upward trend
following record lows in 2015 continues. Smaller companies in
particular saw declines in profit.

Additionally, fewer members reported increased earnings before
interest and tax. Decreased EBIT margins are most apparent in the
R&I sector. Members reported that worsening industry conditions and
increased costs are the main factors driving down profits.

7£2018 F, REFEZLFEIRINHELMNEEM, H GDP KT IALERTT
6.6%. BEER, BERANPERAZEENLAEZFFMEMNEET M. £962%
NeRUSFRREEERT A, 58 2015 FREESMELANES, B5

2017 FRLRLDTEINESR CUTER) o HA, MR ATIEE 2017
FIREEBERT T,

toh, BENZRBIVFRREBRFIFE (EBIT) BPATE. SRAFEERTRE
TUHFRITIAIMKRERNAE, HRTIREEHNNLA LA RSEFRIE TR
NEBRZ=,



More companies reported decreases in revenue vs. 2017
f8LL 2017 &, ESHERTURTVBNEFRTRE

How does the estimated 2018 revenue of your China Revenue growth last year was
operations compare with 2017 results? not as strong as in 2017, with a
2018 FEH/AFE LU SHEEWATIHS 2017 FELEFTL? 5pp increase in the number of
companies reporting a decline,
® Down Comparable (£2%) @ Up although the uptrend from the
B R (£2%) BK low of 2015 continues. Smaller
100% - companies (those with <250
. . - - employees) are faring slightly
worse than larger ones, with 15%
80% 7 28 expecting lower revenue.
60% - RE4 2015 FRABNERF EAES,
{8 2018 FERIWNIG KRN 2017 o5&
40% - M, IRETENA TﬂzmﬁMTﬁA
B R. MERNAT (BT A#D
20% - :_F 250 A) |ﬁlﬂtbj( __lmg% 150/0
B NEABIFIT AN S T,
0
2013 2014 2015 2016 2017 2018
Revenue growth up for Services; down 20% Revenue growth
f R&I - varied widely
or companles by industry. The
/= Z o SRS 4= ercentage of
ARSZITAUINIG K, TAFIZEREITIWNTRE 20% percentagd _
Services companies
reporting increased
revenue rose 10pp,
® Down Comparable (£2%) ® Up but 20pp fewer
B T (£2%) K R&I companies
eported revenue
Technology & other R&D- Resources & ; r
intensive industries Industrial Consumer Services growth. Conversely,
BAMEMLTY  TUAZRTIL ekl LR 10pp more of them
reported decreases
100% E ﬂ n H n E in revenue.
2% o 18 18
wo| o 28 (25 2 21 . N SR A=

60%

40% -

20%
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Overall profitability declined in 2018
2018 FEFFERTE

How would you characterize your company’s financial
performance in China in 2018?

2018 FRABFEL U SHEFRRME?

100%
! ® Large loss
KIGSHR

® Loss

=gl

Break even
60%
40%

1 1 2 2 1 1
16 19 e 21
® Profitable
&R
® \Very
profitable
KigzF
0 5 5

20%
2013 2014 2015 2016 2017 2018

80% -

Although overall member
profitability declined, profits
remained higher than in
2015 and 2016. The number
of members characterizing
their financial performance
in China as “profitable” or
“very profitable” fell to 69%
in 2018 from the previous
year's 73%.

RERGEERBIVEFIEITE,
BFDET 2015 £ 2016 4,
AERESIERANS R ESEM
2017 £ERY 73%[&ZE 2018 ££RY
69%.

Fewer member companies reported increases in EBIT margins

2018 I T SHAFERE KNSR R L BRIRLD

How do the estimated 2018 EBIT margins of your
China operations compare with those of 2017?

RNFE) 2018 FEEI SR BHAIFERAITS 2017 £ EHEIFE
FAALLIf?

100% -

® Down
80% Comparable
(£1%)
38 B (£1%
42 (E1%]
60% ® Up
i3IS
40%
51
20% | 45

2017 2018

EBIT margins also declined — there
was a 3pp increase in the number
of companies reporting declines in
EBIT margins — consistent with
the previous profitability chart.
Only 45% of members said their
businesses in China were more
profitable than the previous year,
down from 51% in 2017.

ERAFEELER M E, XRTER

BIFPEE TN AR EELNT =

MEHR, X5ZFNERMNEEHER—

Ho, RE 45%HN= R FRRMIEFR
Er St F—FEERERA], KT 2017
FH 51%.



Decreases in EBIT margins most apparent in R&I
T FIZFRITIL S HaFEN TERPEAR

How do the estimated 2018 EBIT margins of your China operations
compare with those of 2017?

RNE 2018 FEE N SR BHAIFARITS 2017 EEHAAERBLLMMA?

® Down Comparable (£1%) ® Up
& BT (£1%) AN
Technology & other R&D- Resources & ;

intensive industries Industrial ansg_mer Se;\/fes

5 \/ [

BRI EAH & 1Tl TAAIZET L HEATAL ARss Tk
100% =
80% -

26
37
39 44 4 38
47 40
60%
40% -
49 48
20% -
0
2017 2018 2017 2018 2017 2018 2017 2018
R&I companies experienced a sharp drop in TR R T A B R a2 A
EBIT margins in 2018. The percentage of sector T, EEEREIF RN TS

respondents reporting increased EBIT margins was I ER BN 44%, 1KTF 2017 &89
just 44%, down from 59% in 2017. 59%.



Worsening industry conditions and increased costs the main
factors driving down profits; Technology and R&I profitability
also hampered by competition from privately owned Chinese
companies

TR NS LASSBAATRENEIERSR ; REPERLEEINREMA
BAR, TUMFREREWVHEFEEMRES

For those who selected [EBIT margins] "down," what was the primary driver?
miEEE “E” , FENBRHEREMTA?

Resources &
Industrial

TURZRT AL

Technology & other R&D-
intensive industries

AT R 1T

Services
BRSS 1Tk

Consumer
JHERTTAL

Slowing business
growth

SR SSHER T

Increase in costs
B AIE N

Deteriorating
industry conditions

TARREA

Competition from
State-owned
enterprises

Competition from

|
%
Chnes compane B o FATREES
ERL IS 3 | |

| 13% Other

i Hith
Among respondents reporting lower EBIT margins, ARTEBRFAERENZIHETR, 38%H
deteriorating industry conditions was the primary driver of TUAFRS R 44% BIBRS L= At
declining profitability for R&I (38%) and Services (44%) sector VAT R B ERE T RN EERE,
companies. Technology companies also cited an increase in £ 38% M R E M A = R R a1
costs (38%) and competition from privately owned Chinese Em TN, B8 25% B ARsRIIAR
companies (25%) as hindering profitability. According to S5HEDEATNS S I G G EmEH.
interviews with members from high-tech industries, the e EERTI S EHRIGIESE T iX—S5,

Semiconductor industry, for example, tends to see competition e HE AN R ERAN S REE R
arising from China’s call for self-reliance in innovation. In other b IRRE TAMESR, SR T ATSS,

industries, executives see fierce competition as a result of lower g raniz|) | ST AN THEEIEFE

entry barriers and a lack of government oversight. TSR S OB T M EI = %,



EBIT margins lower in China than the rest of the world for
more than a third of respondents

BE=522—N2iHEINA, PENSHEFARALE R B TR,

How do the EBIT margins of your China operations
compare with your company’s global margins in 2018?

2018 FRABTEE N SH EHRAFERS 2K EHATFDRELL0E?

® Higher than global margins
=T 2R ERFIFEE
Comparable (£1%)

R (£1%)

Lower than global margins
RF2KERFIFIEE

2018 22 42

2017 23 50

w w
(o)) (o)}
N
~N
[ ]

2016 21 43

0 20% 40% 60% 80% 100%
Technology & other R&D- . .
intensive industries ResouJTes &] n/d_ulsLtrlal CO[;L/JE]’]JE[’ Se;v/ngzs_
A \| |/ S5 \| |/ S b7 \||/ \| |/
SRR AR BTl T ZRTT JHERTT ARS51T
100% =
27 28 26
80% - 32 31 31 33 32 33 39 40
45
60% -
35 37
47 53 43 40 A
40% - 55 50 39 42
41
20% -
35 35
25 28 24
0
2016 2017 2018 2016 2017 2018 2016 2017 2018 2016 2017 2018

Thirty-six percent of members reported lower EBIT margins in China
than globally in 2018, about the same proportion as in 2016.

36%RYZ R ERTR 2018 FHER SRFIFFRMT2BOKT, 52016 FHILL
BIRZAER



Business Outlook and Growth
Opportunities

R i1h .S E=3



Although uncertainty overshadowed respondents' overall business
outlook, more than 80% of members expect their market to grow.
While companies still see areas of optimism, frictions in US-China
relations — a new topic in many portions of this year’s survey —
produced the highest levels of pessimism, with only 11% of members
expressing optimism towards the bilateral relationship as it relates to
their business outlook. The continual rollout of incentives in China to
encourage consumption meant growth in domestic consumption and
the rise of an increasingly sizeable and affluent middle class remained
a top opportunity for the fifth year in a row.

Members noted some improvements in China's investment
environment in 2018. Across all sectors, China remains a top priority
in companies' near-term global investment plans. However, given
economic growth has slowed across the world, when it comes to actual
investment planning, 32% of respondents expect investment to slow
in 2019, compared with 26% who held the same view when looking
ahead to 2018.

BATHELARIENERLSHSE LT —RRT, BNAEBIT 0%NER
A FITEDIZRBERIME K, BAZARUNIHRUSE, BUHREZRAXER (5
FREAMED ) HEESENEE, VE 1% RRUINATRIRBILXFR
SWHBWETREEBEFMB. EREHHSEE AR, BEREERE
BRAVIR K LUK B s AR YRR TSR B IE S S L E IR AN,

RintlEEE 2018 FHRERAMREEPINE. ERAETLH, PENDAREZR
AT SRR FITMNETZE, AT, £TEREFERMRE, ERFRA
MR E, 32%B89% I FT 2019 FRFFHLE, BT, 2018 HFiztb=x
7 26%.



Growth Outlook and Opportunities g Kai=HMiNlS

Nearly one in five companies — and more than one in four in
the R&I sector — do not expect their markets to grow in 2019

ik 1/5

YREW (B 1/4 BTV NREFESGEL) FHHHFSHIERK

Nearly a fifth of members expect
market growth to shrink or
flatten in 2019, compared with
only 12% the previous year.
Twenty-eight percent of R&I
companies do not expect market
growth to accelerate. However,
more than 80% of members
continue to have a positive
outlook on market growth.

1 20% M= R E LTt 2019 117
BIRERNETFE, MEFNN

12%. 28% BT 5HR= R
G KEL R INE, AT, 8

g 80% K= R ALk BX I IE K
RS Eo

What is your or your company's forecast for your
industry's market growth in 2019 vs. 2018?

RABFIT 2019 FAT U HIHEKS 2018 FAELLAOMR?

® Negative @ Flat ® Growth ® 5-<10% @ 10-<20% 220%
i S under 5%
BRNTF 5%
2019 3
2018 ¢ 36 13 6
I T T T T 1
0 20% 40% 60% 80% 100%
|
Technology & other R&D-intensive industries | Resources & Industrial
N N — | SE =
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|
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|
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|
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Business optimism declined across the board

RIFEGBIANNELRRF RN

How would you describe your two-year business outlook in China on

the following aspects?
RABNSEREUATIAENRESRHREE?

® Optimistic
R

Neutral
2V

® Slighty optimistic
BRARR

o

20% 40%
1

® Slightly

@ Pessimistic
pessimistic A&

BE 9380
60%

80% 100%

Domestic market growth
ER g K

Competitive pressure
REED

Cost competitiveness/cost levels
AT FET] | AR

nn

Profitability potential
RIEFES

Regulatory environment
BERIFIR

US-China relations
FREXR

There was a clear downturn in respondents’ optimism
towards the business environment. This year was

the first time the Survery included the US-China
relationship as a component of this question, and
members rank it as the area of least optimism.
Despite this uncertainty, members remain optimistic
about the potential for domestic market growth and
profitability. However, the level of optimism in these
areas has also declined from last year.

12 v 2018

2019

2018

2019

2018

2019

2018

2019

2018

2019

2019
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R&I companies
more pessimistic
about regulatory
environment
TUMZFRTIHEE
k3 I E IR R EIE
&R

Nearly 40% of R&I sector
members were pessimistic
about the regulatory
environment in China, 8pp
more than the previous year.

I 40%H TV ZR = RXT AR
PR ERIHENSE, RFE
JIANINEDAN=H

How would you describe your two-year business outlook
on China's regulatory environment?

RABNSEREUATLAENPENERIIRERREE?

® Optimistic @ Slightly

BAFRI

Technology & other R&D-intensive industries

BAME AR
2018
340/0
2019
Consumer
JHZR T
2018
2019

Neutral
R optimistic sy

® Slightly ® Pessimistic
pessimistic E
B9 AEW
Resources & Industrial
Tl ZIRITIL
2018
360/0
2019
Services
BRZ54TL
2018

34% 13%

2019

30 37% 14%

3
B

Organic growth, core business growth and cost reductions
are the top business objectives

ZEXBVSBHFAE, FIEK. ZOolSEKANRFHRERHELNEREERT

Which of the following most accurately describe your primary business objectives in

China for 2019? Please select your top three objectives.

LU BRI s AR RIR 7 54 R 2019 FEFENEER I BR? 15kl 3 MTREZHHE I BT

Grow core business
perte
Grow by launching new products or services o
AT AR R
Grow by targeting new customer segments
BIRE P EERIEK °

Reduce operating costs and improve efficiency
BT EERHESNE

Enter new businesses
NI L s

Reduce procurement and/or supply chain costs
RSRIGH [ SR A 2R A

Grow through acquisitions, JVs or other business partners -
BIHMY., aRMBELSEEK

Retreat from China market
Il 2%

BHET

® Organic growth
BHEK

©® Other objectives
Hith B4R

Cost reduction
P 2R

== 2018 survey levels
2018 FEEKF



Growth in domestic consumption remains a top business

opportunity
EREEIS Ke S kARRABN

Which of the following are important opportunities for your China business?

LIRS ERE N RISl SSHRE RIS ?

Technology & other R&D-
intensive industries

BAE MR LTI

Resources & Industrial
TkAnERIT

Growth in domestic
consumption/Rise of an
increasingly sizeable
and affluent middle
class

EREERIEK / Pk
MR R WANRS

(36%)

Growth in domestic
consumption/Rise of an

increasingly sizeable
and affluent middle
class

ERHERIEK /| Pk
MR AR WANRRS

(46%)

Ongoing economic and
market reforms

R FNHRE
(35%)

Digital technologies
including e-commerce
and “Internet +”

BFEAR, BEBFES
M “EEM +7

(44%)

Expanding business to
cover more of China’s
domestic market
(e.g., entering new
cities, regions)
RIS EEUBEREES
REERTZ (G0N
g, #X)

Ongoing economic and
market reforms

FEEME MR
(37%)

(35%)

Consumer
JHERITL

Growth in domestic
consumption/Rise of an
increasingly sizeable
and affluent middle
class

ERHERIEK / Pk
MR K. MANRRS

(73%)

Increasing customer
demand for foreign
brands/quality

RSN T
ARESRBR

(45%)

Ongoing economic and
market reforms

BN TR E
(38%)

Services
BRZ4T L

Globalization of
Chinese companies and
increased outbound
investment

FREREB 2K
BIMG K

(50%)

Ongoing economic and
market reforms

R A E
(37%)

Expanding business to
cover more of China’s
domestic market
(e.g., entering new
cities, regions)
RIS EEUEEES
FEERTE (03N
i, #X )

(31%)

Regardless of sector, companies continue to see growth in domestic
consumption and a rising middle class as a top business opportunity,
followed by ongoing economic and market reforms. The globalization
of Chinese companies and increased outbound investment is the

top opportunity in the Services sector. Although it is not reflected in
the top three, many respondents also selected healthcare reforms
such as “Healthy China 2030” and increasing customer demand for
foreign and higher-quality brands as good opportunities.

FTE UM R WFELIANEREZE
BRI RT K EREZRIE A
=, HRBHE—FIHNEFNHIE,
PEABB IR MG BIE NN
ERSIHRANE RELERRMR
FERI=2T, B SXHETRET “#
FRAPE 20307 BEf7 e oNE NS
Franh# BT RPAH R E L Bl
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China investment environment shows modest

improvement
RERZIFIREENE

How is the quality of China’s investment environment?

PER AR EWNE?

100% -
18
l 29 26 31 o “
80% -
60% -
48 41
41
39 4 o
45 ® Deteriorating
40% BF&
Staying the
same
. RERE
34 32 33 35 s ® Improving
24 BrEH
0
2013 2014 2015 2016 2017 2018
Members continue to see improvements in the quality BZHERTUVERTPERANET

of China's investment environment, 14pp more than
at the low point in 2016. Technology & other R&D-
intensive industries were the most positive.

BHEE, th 2016 FRRAGH 14
PEDR. BAMEMBRITILIIR
BRI ERRUISE,



Aerospace, Healthcare Services and Retail & Distribution the
most optimistic sub-sectors

MEMX. EFRS. TESHHTUNPENRFFRRA TN

Consumer Resources & Industrial

Services

When looking further into the data, Aerospace, Healthcare
Services and Retail & Distribution sub-sectors are the most
optimistic, with no respondents reporting China’s investment

Technology & other R&D
intensive industries

BAFMEAMB LTI

Tl ANZRTT

HER T

BRS51T:k

® Improving Staying the same ® Deteriorating
AP E BETW BB
Aerospace
=K

Healthcare products (e.g., pharmaceuticals, medical devices

)
BEIr 7 m (a0lZy. BEfrast )
Technology/telecommunications (hardware)

EE [ BiE (E)

Technology/telecommunications (services)
=R/ BiE (BRS)

Agribusiness
Rk

Automotive & transportation vehicles
AENIERER

Machinery, equipment, systems & controls
M. 1&&. REMITH

Oil & gas/energy
BH&RASR /| ER

Other industrial (e.g., chemicals, mining, paper & packaging)
H Tl (e m. R S48, 8%)

Consumer products

HER

Education
e

Healthcare services
ETRS

Hospitality & travel & leisure
IS TS RA

Media & entertainment

BIRSIRR

Retail & distribution
FES5HH

Financial services (e.g., banking, insurance)

EEIRSS (MNIR1T. R

Real estate & development
B A

Transportation & logistics
BHSYIR

Other services (e.g., law, human resources, accounting,

marketing, advertising and PR, research, consulting)

HithiRE GO, ANOFE. *it. i EH. &1
nx. @ Bif)

environment is deteriorating. 5%

58

s B 2 |

0 75

|29 Y

HEETMEMR. EFRS.
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China remains a top How does China rank in your company’s near-term

priority in near-term global investment plans?
global investment PEER AN SR RPN EEH A

plans [ ] No_ta_ high One_amc_)ng many @® To_p-t_hree ® First priority
PENEE SR AT PRAREENE  ASHREMEI—  oxmmmmmr— o
HER

100% - 18] 5]
China ranks as a first or top-three o o 27 34 31 29

priority in 62% of members’ near-

term global investment plans, up 60% 7
6pp from 56% in 2016.
40%
62% M= R FRE N ET 2 IRk 25
ITHINEEHEI=FRFENM, 2016 20% -
FH 56% EASRTED = 20 19 22 ) 20
0

2014 2015 2016 2017 2018

Nearly 80% of Consumer sector respondents rank China as a
top-three investment destination

i 80% RYHEITUZIHEFPETIA=KRZEMMZ—

® Not a high One among many ® Top-three ® First priority
priority destinations priority HELEBMH
FRIMFEEENR REREBEMZ — ZAKRABEM T —
Technology & other R&D- Resources & : Sixty-three percent
intensive industries Industrial C;;u_mir services of respondents from
/= e 5 %
AT E MR LT T Az R T & BRSSATAL the Technology sector
rank China as a top-
100% -
. L three investment
20 & destination, up from

80% 1 33 51% in 2017
39 40 33 » 32
60% 12pp increase from 2017 ERARMEMIF LTI R,
tb 2017 180T 12 P EDR 63% ZIHEAEHESIR
40% - | I = RIGZE BRI, Xt
2017 FERI 51%1E N7 12
20% - 37 42 MED R
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However, the trend of slower investment expansion is
expected to continue into 2019

AT, BN HRLONEBETHEGRE 2019 F

When asked about their real investment plans, LA A Rt ] AR R RIEY, Sih e
respondents indicated a trend towards slower WFRRIEE 2019 EMT KRE, 32%
expansion in 2019. Thirty-two percent of respondents, S BE I RI RIEESOR D
6pp more than last year, have no plans to expand B, LbEEEINT ATNED S

investment or will invest less.

How much do you estimate your company will increase
investment in China operations for 2019?

&1t 2019 RRABRKAEXNFEE NS MEH?

More than 50%
%F 50%

19 25 14 ® 21-50%
® 11-20%
® 1-10%

No investment
expansion planned
and/or planning

to decrease
investment
TRRFET KIHRIFH /
TR G2

24 =

34

31 32 31 32

1 27 26

16

2013 2014 2015 2016 2017 2018 2019



R&I and Consumer sectors see largest downward

adjustment in investment
T AZFRTI AR ERITU A T BEERA

How much do you estimate your company will increase
investment in China operations for 2019?

&fhit 2019 RABENFEE NS DRE?

More than @ 21-50% @ 11-20% 1-10% @ No investment @ Planning to
50% expansion decrease
2F 50% planned investment
TRt HRDRA
Technology & other R&D- Resources & q
intensive industries Industrial (E?,nstj_rlqer SeQ/JEes
BT KT TAAZRT L HRTL Bt
100% 2 6 5 1 4
11 ﬂ 11 12
80% - 28 51 22 3
32
60% 48
40 49 38
37 34 40
40%
32
2 0“ -
. 32 31 e 20 5
21
0- L 6
2018 2019 2018 2019 2018 2019 2018 2019

Nearly half of respondents would consider
increasing investment in China if its markets
were as open as those in the US

MRHHAREESEENRSY, F—FHNaRRWSEEEINGE

%

Would greater market 1%

access in China — ° Ves

on par with what is =
allowed in the US — Unsure
result in increased RHE
investments in China? ® No
NRFETANFREES % T
EARY, RATSEIEE o D applicale
E’\Hﬁﬁﬂ% ? ® Other

Hith

R&I and Consumer
companies expect
to make the largest
reductions in
investment. In R&I,
36% of companies
have no plans to
expand investment
or will invest less,
with the proportion
falling to a still-
high 26% among
Consumer sector
respondents.

TAAZ BRI T AL R E 2R
T IR AR E R
B#. TAMZEIRITIL
A 36%M IS HET
W KIERSR 2,
M E R T = IHE X
—EEBINIARBIE 26%.

Conversely, nearly
30% of members said
they were unsure if
market openness on
par with the US would
result in increased
investments, citing
other considerations
including local product
requirements, the
level of competition
and costs.

R, 3 30%H=RE

WHERR, IR HESSE
ERENTHHBIZEER
BRSBEERAEM,
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MAEE, XEFELM
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Nearly one-fifth have moved or are considering moving
capacity outside China; US tariffs, rising costs and slower
growth are the top motivating factors

HERSY 22— 2B ERBREEHT RSB EPER; KEXH. ME AR
BZFEKRERSREENHER

In the past three years, has your company moved capacity outside of China?
What is the most important reason for considering or moving capacity outside of
China?

AEENIFE, RREAREERFERIMNEEITEE? RABAREOPERIMEETREEXBARRMNA?

® Yes, moved capacity

2017 77 =1, gl
°

No, but considering or planning to move
capacity in the next three years

BB, BERITERR=ZFNEB™HE
80 No, and not considering or planning to move
. . capacity in the next three years
L @———- BE, EETRN=ZEE, ZBEZEITIEE~8E

2018

US tariffs on products exported from China
SEEXYHE H OB miES

N
|

Rising costs, including labor costs in China 40% for Services;

BRSNS R AERT L 23% for Technology
|2 0% 3
Expectation of slower growth in China = éﬁg;?’ﬁﬂﬁ S
Fit R ES I MEIL K SRR LTS
Concerns about an uncertain policy environment — 23% JEFRULIR
XI AR E HBER IR R B S
Expectation of faster-growing markets in other geographies 40% for Services
Rl_ 1 0 N,
swexserescsty TN f A0
Strategic re-prioritization of other countries
HAtE RSB ITR X
Market access barriers or government policies that
disadvantage foreign companies in your sector
FRTEATAL AT F IR L A3 NSEATIER
Difficulties competing against local competitors
HUSETEENFEETR
Chinese tariffs on products imported from the US
FREXY S E# O B9 miiEft
Some 19% of respondents have moved or are considering K4 19% R IHE AW IEEEEBERK=
moving capacity outside China in the next three years, 4pp fewer FERBFERETREES, tbEFRLED
than last year. The top three factors are US tariffs on products BNE, HEFI=SANRAZEEEENEHDO
exported from China, rising costs and expectations of slower B ERE, A _EFA U FREZ Y KR

economic growth in China. ZRIFNHA,



Developing Asia remains the top destination for relocating
capacity

T % RPEIRNE IS M EEE pvt

To which regions have you moved, or do you plan to move, capacity? (Please select all
that apply)

RABEZFIH ALK ERZ~E? (BEFPIEERNEN)

Mexico/
Canada

S/ EX
10%

Developed
Asia
T & RERA#MX
11%

Decrease from 18%
for Developed Asia in
2018 Report

52018 19 18% #H

tb B R TBE

Developing Asia
T & & AR E SR AN X

40%

Decrease from 49% for
Developing Asia in 2018 Report

52018 FrY49% 18

L BFR TS
The proportion of respondents viewing Developed and B AEAFE BHPINERMMX N E LK%
Developing Asia as destinations for relocating capacity BB & LA TR, RN A IRE RN
declined. The decline for Developed Asia is partly due to the XBIEL B R ENE D BRI R e & BB IL g T

addition of Hong Kong as a category. There was also a decline X—%3h, MEEENFEER B A St
in those citing the US as a relocation destination — down 5pp HEER D TREMNES S, MHOEREFRTMmE
from last year — although those selecting Mexico/Canada KA TR E D S,

increased by 2pp.



Business Climate Challenges

AL IFIEHE AR



When members were asked to rank their top business challenges,
bilateral tensions — a new survey option — again ranked as a top-
of-mind challenge for businesses in China, which partly explains why
member companies continue to feel less welcome than they have in the
past. Furthermore, market access restrictions have hurt the operations of
most members, particularly those in the Technology sector.

Rising salary and wage expenses, social benefits, and difficulty terminating
employees remain the top three human resources challenges. Most

members expect a moderate increase in labor costs. A majority also cited
China’s revised Individual Income Tax Law as a factor behind rising costs.

Concerns over unfair treatment remain despite optimism that China will
further open its markets to foreign investment in the coming three years.
Over half of respondents worry about restrictions on market participation
and the enforcement of regulations, with the allocation of government
financial support a growing concern.

Unsurprisingly, innovation plays an important role in members’ success
in China, but barriers including insufficient protection of intellectual
property rights (IPR) and the increased restrictiveness of cybersecurity
policies are becoming more troublesome. Most members said they were
at high risk of IP leaks and data security breaches. However, the majority
of respondents acknowledge China’s efforts to improve the way in which
IPR laws are written and enforced, especially when it comes to trademark
and brand protection.

LK P EROL X RIFANSEREBIINETBAE LM N EER B kAL, XERD
R T At AR A M IEEROUEIRIOR T o ok, HimENRHBIRm T
REBZRAPUETENEE, FBrIRRATEMALITIL,

RN LK. (SR AIE IR U R R AR IRE IRH = KBk
REBZ BB HEHINESEEE M. KEH=REWTRFHEITE (DAFR
BIE) 7S ARRERZ—.

RERSHELINEFRIPORETERERR=FAE—TRINEREFRTET, B
AT AR FRREEMINAETFE. B —FHRINEEREIEHHENRS &
BEMPAIT A= BRI AR B9 A E #2008,

RHES, SERREWFAERSRTAIEEEEREA, BARFNURIPTEM
MER2BERRRIHEMEERRRMER AT, KEHZHERT, MWiHEIE
EMRF A RAEIER 2 REIIX, AT, tiEAAFREELSIERIRF Y
ERHNRESMIES, LEAEBTMRERIPSH.



Business Challenges &l #kh

Nearly half of respondents feel less welcome than before,
although the sentiments of approximately one-third have not

changed
REXLY1/3

ISGRINAHTEWN, BRHEIE—

NS RE

BEAMLAEZIRD

Do you feel foreign businesses are more or less welcome in China than before?

TBINNIAEE L FERENZ

® Much more
welcome than

® Slightly more
welcome than

before before
Eb A =il SPEELRRA
IR0

More welcome than before

Eb A= 3m
2018 34
2017 25
2016 19
2015 23

WiEES B ERZEN?

No change @ Slightly less

BET welcome
than before
SUERLER
RARZIRD

Less welcome than before
b A= 3m

More Technology companies feel less welcome than before

B AT EALR

Technology & other R&D-intensive industries

2 2 R TSR INIAE =R

® Much less

welcome
than before

SPNEZ el
BARZIE

Resources & Industrial

A E MR &L Tk ZIRATIL
I
r T T T T 1 ) T T T T
0 20% 40% 60% 80%  100% 0 20% 40% 60% 80%  100%
Consumer Services
SHERITY BRSS 1Tk

0 20% 40% 60% 80%

0 20% 40% 60%

80% 100%

® More welcome ® Less
than before welcome
Lo A3 than before
S5 ERED
=R

While past surveys only
asked members whether
they felt more or less
welcome than before, the
2019 survey included a
five-point scale of options,
providing greater specificity.
As a result, there was a
drop in both the numbers of
members who believe they
are more or less welcome in
China. About a third picked
“No change.”

AaEdEZRPEcREIVES
RSLEUEEZRW, BESE
PEES, BeAUHEHRTE
MNEMERREE, RIFETE
FETRRINERATIHER
BTN, RA=D2Z—HIANIERE
T RBEZE



Member write-in examples of why they feel more or less welcome
RAXTF AT AR EZ DA SZINA K 15

More welcome EZ 00 Less welcome =¥l

"Inbound foreign investment
is welcomed if it supports or
doesn’t undermine industrial
policy goals."

—2019 BCS,
Senior Manager in Other Services

“WNRIBARINEIR B ST HAIRE
WEERBAR, WL .

— [2019 FHEBSHRIAE]
HAfRSTL, BE

"China needs foreign investment
to grow GDP."

—2019 BCS,
Functional Leader in Machinery,
Equipment, Systems & Controls

“PERRIMAERIEK GDP” .

— [2019 FHEBSFRIAE]
M. &&E AGMEGHTY, AT

"At the local level, foreign
investment brings jobs, tax
revenue and publicity, so there
is no reason why they would not
welcome us."

—2019 BCS,
Director in Other Services

“ONERZFZNMAHRIINE. K
WHER, REITHHEBRHINE .

— [2019 EHEBHSHIRFE]
HiARSS Tk, S




Bilateral tensions and competition from privately owned
domestic companies new to the top five business challenges

PRXZZKNPEREELNRFHENER AR P

Please rank your top five business challenges in China
BRHW R ABEENSEMEARRNE N E PR

2016

Inconsistent
regulatory
interpretation and
unclear laws

2017

Inconsistent
regulatory
interpretation and
unclear laws &

enforcement
TERAIRRAT
R—5 | T EEH

(58%)

RREARRRNT
F—2 [ TR

(57%)

Inconsistent
regulatory
interpretation and
unclear laws

EREMRREEAT
A—5 / FEEH
(47%)

Shortage of
qualified employees

HRAOSRHET
(42%)

Obtaining required
licenses

FRENAR R B E {4 R Y
(29%)

Increasing Chinese
protectionism

FRERZFPE N FHER
(32%)

Shortage of
qualified employees

HROEEINET
(29%)

Increasing Chinese
protectionism

PERZFPE AR
(30%)

Industry
overcapacity

Tl FaE R
(29%)

Obtaining required
licenses

(29%)

In this year's survey, rising tensions between the US and

China and increased competition from privately owned Chinese
companies appeared in the top five challenges for the first time.
Inconsistent regulatory interpretation and enforcement, and
rising labor costs remain top concerns. Surprisingly, US tariffs on
Chinese goods rank only 15" on the list of business challenges.

2018 2019

Inconsistent
regulatory
interpretation and
unclear laws &
enforcement
TEARAFARRRNAT
R—5 / T PR

(55%)

Inconsistent
regulatory
interpretation and
unclear laws &
enforcement
SERAERAT
A—2 | FBA

(60%)

Two newly added options to the 2019
survey were new to the top five
2019 FHIEEHIHE NIERFIN

Regulatory
compliance risks

BESTMNE

(37%)

Rising tensions in
US-China relations

XA B &K
(45%)

Increased
competition from
privately owned

Chinese companies
REHPEFAED
FREME

(29%)

Shortage of
qualified employees

HRAOEEHNET
(32%)

EENVGEESTEINACEY Il | R 2 (R E AT

Increasing Chinese
protectionism

Shortage of
qualified employees

BROEEHET

(32%) (28%)

ESFERIFEF, WAXKREKURRER
ERAEBZIRE S ERNER RS L.
ERE RN — BRI PUE B LU 55 5
HEAE EFHARERR XA, AM<
ABINIE, EEXLEF mPRINIERIXIRTE
AR E R (HEFE S 15 il



Inconsistent regulatory interpretation and enforcement,
growing US-China tensions and rising labor costs the top
challenges across sectors

EREARBFHNRER—H. PRXZAZEKURGHHREFEH LA, B2ET

T E IR S AR

Please rank your top five business challenges in China
BEHI R ABEENSEME AN E N E Pk

Technology & other R&D-
intensive industries

BRAFMEMER LTk

Inconsistent regulatory
interpretation and
unclear laws &
enforcement

EREMBRNT
T—2/ 1Rt

(55%)

Rising tensions in
US-China relations

REXRABHEK
(46%)

Increased competition
from privately owned
Chinese companies

RERERESEWETEINE
(36%)

Resources & Industrial

TP AZR IR T

Inconsistent regulatory

interpretation and
unclear laws &
enforcement

EREMBRRRIT
R—E | R

(56%)

Rising tensions in
US-China relations

FREXAR B S5K
(46%)

Industry overcapacity
(2=
(32%)

Consumer
THERTAL

Inconsistent regulatory
interpretation and
unclear laws &
enforcement

AR
=3/ A
(50%)

Rising tensions in
US-China relations

REXRBREK
(43%)

Shortage of qualified
employees

HROEEHNRET
(38%)

Difficulty obtaining
required licenses

FREVAE 1 nlE {4 A 3
(33%)

Services
BRSS 1T

Inconsistent regulatory
interpretation and
unclear laws &
enforcement

EREMBRRNT
T—2/ TRt

(56%)

Rising tensions in
US-China relations

FREXR B EK
(51%)

Shortage of qualified
employees

RO EEHET
(38%)

Regulatory compliance
risks, including
insufficient lead-time
to comply with new
regulations

BEAHNK, BELAR
g I B T SFTRIALE

(34%)




Market access restrictions inhibit companies'
operations considerably, particularly in the
Technology sector

HIENRBITEFN T 2EEVHLSER, SIS RAMEMER%

Tlk=5E

Over half of respondents To what degree is a lack of market access an
said a lack of market inhibitor to your operations in China?
access inhibits their RZHIHDENTELKIZE LIERR T SRREHRENWS ?

China operations.
Among respondents
from the Technology
sector, nearly 75%
report this issue.

#8id 50% MR IHERR,

BRZ T ENSIIFIM 7
Tl SHH—P RE. X—
EE AR R AR E A A Tk

AR _EF T 5%
@ Significant ©® Somewhat significant
IR E BRANEE
Not at all ® Not applicable ® Other
TR EE peZ=pAl Hith

Technology & other R&D-

FARTNE MR &R ITIL

Tl AMZRTT

Consumer

L 23 16

il _ =

Services

L 21 16
BRSET

o

20% 40% 60% 80% 100%



Human Resources AHER

Top three HR challenges have not changed for
three years

ANBFAEIGH=AREEIE=FRENE

Please select your top three human resources challenges
BFEH R AT EREIRN=AKANZIFERL :

2016 2017 2018 2019

Rising salary and Rising salary and Rising salary and Rising salary and
wage expenses wage expenses wage expenses wage expenses
FrR 2R R K Hr IR 2R R BT K R 2% FA T K Fr iR 2% AR B

(62%) (65%) (65%) (72%)

Cost of social Cost of social Cost of social Cost of social
benefits benefits benefits benefits

HEEF A HEEFA g @M A E @A A

(34%) (45%) (41%) (51%)

Difficulty attracting
skilled executive/
managerial staff

LRSI RN FERS

& EEBAR

(33%)

As in previous years, rising salary and wage expenses, ELELE, T LKBI5oh7.
social benefits and difficulty terminating employees are BRI MELIEER T,

the top three human resources challenges. Difficulty —EHEANBREIEH =K.
attracting executive/managerial staff, labor dispatch AP HERERMEURS I SE /
regulations and permanent establishment risks were BEAR., E2REMNTLUNEIE

also mentioned frequently by respondents. WA S ZE Dk Yo



Most businesses expect a slight increase in labor
costs in 2019

AZ ekt 2019 FEHHMBFREERH LK

What is your expectation for how much your average labor costs
per employee will change in 2019 vs. 2018?

&It 2019 FRABRAYFZEIMAS 2018 FHRLLBREWN?

@ Flat or declining 0-<10% higher @ 10-<20% higher ® >20% higher
el TR 0-<10% &N 10-<20% 220% &0

2
80% - TTee—al

60% -

27% 5-<10% higher
80 5-<10%
o 72 o
o 23 0-<5% higher
0-<5%
20% - o
10
0 | 10 |
2018 2019

Most respondents expect 2019 labor costs to increase by less than 10%, and one-
third expect labor cost inflation to be less than 5%. Fewer respondents predict
increases of more than 20%.

REHBIZ T 2019 EREEHAIRAKBRFET 10%, =H2Z2—MNEHEAKES/NT
5%, HELLEE, BLORRIHETUTKESET 20%.



Technology companies employ highest percentage of

non mainland Chinese management
FAEVERFPEREEEAGBLLHIRS

Only 14% of members said that at least 75% of their top management
are not native mainland Chinese. The percentage is highest among
Technology companies.

B 14% M= REUERTRED 5% NEEFEREFREARM, XESRRAER
AR ARH,

What percentage of your top (country) management are
not native mainland Chinese?

RABANBREEERTEZ VAR REPEAM?

® >75% ® 50-<75%
25-<50% 0-<25% Technology & other R&D-
intensive industries
BARTME TR T cl
12 14
8 6 Resources &
T Industrial 71
= TALFIARTL
Consumer
SMET = 64
JHERITK
70 68
Services
_ 67
BRSS1Tk
2016 2018

*Note: both questions on page 44 and 45 were not asked in 2017
A 5 44 F0 45 TR MR R HIFE 2017 EREEREH

15

(o]
(o]

3 15



Services and Consumer sectors have highest percentages
of female leadership

L ERRERSIMERL SRS

What percentage of your top (country) management are women?

ZHE

Technology & other R&D-
intensive industries

BRAFIEAERIT L

Resources & Industrial
T AI&ERET T

100%

80% -

60%

40%

RABEREERESLE?

20% 45

46

2016

2018

® >75% ® 50-<75%

® 25-<50%

Consumer
JHER T

Services
BRS1TIL

0-<25%

24

33

63

As in the 2017 survey, leadership roles
are not equally distributed across
genders. Although 13% of Consumer
sector respondents claim a percentage
of more than 75%, the figure drops to
5% or less in other sectors.

R’4E 2017 FRAEE T, SERMEEHT
REAEIMERITE. RESFER 13% BEZETT
W2IFERTED 5% MEE L, BH
T ML S ELLAIAEE 5%, HEES
RBIK T

11

1

24 13

25

3

20%

40% 60% 80%

100%



Among environmental factors, pollution concerns remain a
major hindrance to recruitment

MESRMNEEEINEBESE TEBRNEERR

Which of the following factors are significant challenges to your organization’s
ability to recruit and retain talent to work in China?

RABRESHEEMNREEETFARR R TIER RN ? FEEFEERET,

® Environmental factors ® Market factors 2018 survey levels
MERE [EZIFSES 2018 FRELR
0 20% 40% 60%

I 1 1 )

Poor air quality
TEREE

“Visa and work permit
requirements.”

—2019 BCS,

High cost of living Senior Manager in Education

EEMEE

“SIEM TR R

Food/water safety concerns — R0 FHERSHERSE] ,
#gETL, 58

B [ KREHE

Domestic competitors
more attractive

ERRSFWFEFRSIH

New Individual
Income Tax regulations

MAAPRSHE

“There is a perception of increasing nationalism
in China, with concerns about personal safety.”

—2019 BCS, Senior Manager
in Healthcare Products

“BATIELER RIRE X3RRI, HAXAIRE
BREIANERE
Internet/media censorship

. — [2019 FHEBSHRAEE] , ErTal, 5%
HER / A B i )
Slowing growth in

- “China's uni lture r ir longer-term
China's economy China's unique culture requires a longer-te

commitment from talent in their careers.”

E'Jéé‘}ﬁiﬁfjﬂ‘l‘% —2019 BCS, Senior Manager in Healthcare Products
Other WM PEREXHUERAT B KENRAE .
Hith

— [2019 FHEBSHRAE] , EFFal, 58

Poor air quality and the high cost of living remain the major factors hindering
companies’ ability to recruit and retain talent. Increasing nationalism threatening
personal safety, high personal tax rates and the longer-term commitment required
from talent in Chinese culture were also cited.

TRRENMENEERASRARTE M REWEER THIRE AT NERERS, HMEre
BREEXA. S8R P ARSHAPE X APIRER R BIRE.,



Finding the right talent and restructuring to meet business
needs will be more important in 2019

£2019 fF, FHSENAZHH#TNHELAUACHELRERBERLHNEE

What is your organization’s top human resources priority for 2019 in China?
2019 FRAREFENANE REEESEMHA?

0 10% 20% 30% 40% 50%

Finding, hiring and onboarding
the right talent

BEAANF . BEMER

Developing employees
RIRIAE

Restructuring to meet business needs
IRIEW S HERFHITEA

Employee-oriented
Managing employee engagement SRTARXE

and retaining employees
BERTHHWE, BFRT ® Organization-oriented

S5REMEX

Rewarding employees appropriately
& SRR A

2018 survey levels
2018 FFELER

Downsizing organization
size and scope

45/ NBLRIUER L S5SEE

® 2017 survey levels
2017 FRELER

Embedding cultural change
BEEXUTE

Finding, hiring and onboarding
the right talent and structuring
to meet business needs were
the two most-cited HR priorities.
There has been a sharp drop in the
number of companies prioritizing
Incorporating Artificial Intelligence the development of employees,
and new technologies to support which indicates a stronger shift to
recruitment and HR operational work o . )
A N TR A 1512 organization-oriented HR policy.
EMANRRZELE

Ensuring staff wellbeing
RIER TR

Fostering a diverse work environment
EEZ T TR

|~ N~

S BEMSHAT URARIE L 557 5K
TEAMNTTMAES. UWRANLZREINLS
RINERN=REIHEIREITE, X&
BBASTRIRA LIRS O EB AT A% A LAl 7
TZDBI BRI E



More member companies expect increases in local staff costs
under China’s revised IIT Law

EZWNREEWFTNERERIT (TAFRGHZE) FatSHHMESEEMLER

In anticipation of the
implementation of China’s
revised IIT Law, nearly
40% of businesses expect
an increase in local staff
costs, but, at the same
time, 30% expect a
decrease. This disconnect
could be because many
retail companies are able
to reduce local staff costs
by hiring more low-wage
labor, and therefore pay
less tax under the revised
tax thresholds set by the
new law. In addition, some
interviewees pointed out
that the overall impact of
the revised IIT law is still a
blurred picture. Members
are watching the highest
income tax bracket closely,
as it remains a hurdle to

attracting global top talent.

TESSHEFEITR (DAFRSH
E) &, 1T 40%RI LTIt Y
HWRARAEZEFMEM, B5
LERIEY, 788 30% MRl FiiT
=BT TN, XMRER]
S TIFEZE L AFREEE
JEREZRNFEIRER
P, MIMARIRETTEEIRHR
ISR DR, s, —L
Zindlisd, BITER ¢
ANFRSHUE) BBERIETE
PRI FN, 2RED
ERYIRERSHDAFTSH
Bk, ERNCHARMEIEES
SMEIRS |2 IRTRS A A RIPEES

What will be the impact of China’s revised IIT Law on
your business operations?

PEF (PAFRSHE) SWNRAREEEMRT AT ?

Increase company costs
AT A

Reduce company costs
EAYNCT)3%:

Increase local staff costs

SR TR 2

Reduce local staff costs
R D7 5 TR AR

Make it more difficult to

hire or bring expats to China
EREEI#HIMEARTIRE
LIS T

20

Increase the cost of
hiring expats 19

1B IR FASNE A RBURRAS

15
Hith

“Unclear impact on company
costs - reducing IIT does not
mean that company costs will
be reduced; the new policies
on social insurance fund
contributions could make a
difference.”

“The IIT law appears to have
effectively reduced employees’
individual tax burden; however, the
government has reinforced more
rigid controls on the submission of
companies’ social insurance which
raises concerns that employers' costs

will increase.”
—2019 BCS, PR Director in

—2019 BCS, Senior Manager Automotive & Transportation Vehicles

in Other Services

“tb Y AR BRI K2 AR A FTAS L
HABHRE R RIAHIPEE, TR
BB AR BHTBERAIRERE —ER I o

— [2019 FBHSHIFEERSE]
AEMTEERL, AXBE

S ADAPREIUE) INFERBE T ERE
DA ; SR, BURFEIRS A BRI KA 3
HRREEINTHE, X5|RTNEEREMN
FIEBMANEZBIL” o

— [2019 FESHRAEERS]
HittfRS L, B8

20 Ommm———



What will be the impact of China’s revised IIT Law on your business operations?
REH (MAFERE) SNRABIEEEMT AR ?

Reduce local staff costs

100%

D7 53 TR AR
0 20% 40% 60% 80% :
A . Aerospace 25
23 |T=—|| fn=mx
o 2 :IE Healthcare products (e.g., pharmaceuticals, medical devices) e
gg E BEIr 7 m (a0lZy. BEfrast )
%L ﬂ Technology/telecommunications (hardware) =
2 :c: " =Y BiE ()
% = § Technology/telecommunications (services)
@ BRI/ S (RS) il
Agribusiness
% = Automotive & transportation vehicles 3%
3 & AENTRER
0—; % Machinery, equipment, systems & controls
0 i bl 8. RYARS) =
s 0il & gas/energy
g H Bt & KAS | SR 7
= Other industrial (e.g., chemicals, mining, paper & packaging)
AT LA (0@, A, E4H, B) il
Consumer products
HES 25
Education
w5 31
= Healthcare services
£ EriRs
2 ﬁ Hospitality & travel & leisure
S = BE. RSN 2
Media & entertainment
IR SIRE &
Retail & distribution
TES55H all
Financial services (e.g., banking, insurance) 38

ERARSS (WRTT. RK)

Real estate & development
BiESHE

Transportation & logistics

Services
ARSS1Tk

EREMR
Other services (e.g., law, human resources, accounting,
marketing, advertising and PR, research, consulting) 21

HABRS (QUERE. AABRR. 2it. TEH. T &
AR, FHA. F\)



Regulatory Environment ¥ EIFi5

Nearly half of respondents believe government policies are
enforced equally for foreign and local companies

E—F0RHEIAS, BRERNIMEMESEEN—EEZ

How are foreign companies in your industry treated by government policies and
enforcement relative to local companies?

ERRETLBISNE R EBFBRANHNT S BB S Atk AL inE?

® Foreign companies are Foreign companies are ® Foreign companies receive
treated unfairly vs. local treated equally vs. local preferential treatment vs.
companies companies local companies
Szt dbiELL, SMREAIRE Szt dviELy, SMREAIRE Szt dviELy, SMREWIRE
TATFS GE=E5:] REFE

Compared with other
sectors, more Technology
and Services companies

45 n feel unfairly treated,

2018 48

2017
reflecting stronger
protectionism in certain
areas. Consumer
companies are the least
likely to experience unfair
treatment.

N [ SuppTIiE, BSHRE

KRS RS H S EIE

I I.::.
S

I | |
ul

al

2016 40

50 49 ENFERE, REITED U
49 4 SARMRIPENEM, MEE
Tl =R MR 1ZE
RRFFBWFI R
48 4 38 46
Technology Resources & Consumer Services
and other Industrial SuEBT RS 4T
R&D-intensive Ty fnzmEsTIY
industries

RAFIEMER LT



Market access, regulatory enforcement and government
financial support remain the most cited examples of unfair

treatment

HENRE, HIETEAMBFM Bk NAREEIEER A 2T BN =AFHE

In which areas do you think your company is treated unfairly compared
with local companies? (Select all that apply)

TBINNENREERLESES HHNATMELL, 22T ARIFRXNR?

Market access
HmIHEN

Regulatory enforcement

Az

Government financial
support/subsidies (e.g., R&D
support, input costs)

BRI 5 / 4 (4067
R BRANMEE)

Licensing
¥ A

Public procurement

Ownership/JV requirement
FREM | GREWFER

Intellectual Property Rights
protection

FHRF=AURI

Customs procedures
BRFLE

Financing
B %

(EZRFREERED)

® 2018 2017

o

10% 20% 30% 40% 50% 60% 70%
1 1 1 1 1

|

(9}
(5}

ul
w

ul
N

|
(6,1}

w
(o)}

w
(6,

w
(6}

N
[e5)

N
e}

S

Over half of respondents agreed that
restrictions on market participation
and regulatory enforcement are the
main examples of unfair treatment,
with government financial support a
growing concern.

—

FH2IH I RTHZENRGFEER
ENRNERENATFBREERLA), B8,
ZIHEWBUTN AL BRI B RR T
BZHBIM.
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Improvements in regulatory transparency would provide
the biggest boost to investment

L E SRR E R AR E# AR ELERS

Ensuring greater protection of IP and limiting the use of industrial policies that
create barriers were also emphasized.

How significant of an impact would the following changes to the policy
environment have on increasing your company’s investment levels in China?

UTERFZR U RABRAREERZKTFESAFI?

Increasing the transparency,
predictability and fairness of the
regulatory environment

RESREMENSBERE. FIIIEMAFHT

Ensuring greater protection of
intellectual property

INERSTENIR = AAERIF

Limiting the use of industrial policies that
create barriers

IRAEIEA S HIEE2891 T BER

Allowing us to enter business or product
segments that are currently restricted

SIFFHNB R RBVHTIL S5 50 sk

Allowing us to take increased control of our
China operations/reduce the need for a local
business partner or joint venture
AVFINSRXS R EN SSBYER /R DAl 55
BRIk RIEAELFNFER

Providing recourse for unfair treatment
of your investments

RERNF R FRHER B IFEE

Allowing us to make more acquisitions
of companies

FEVFTER EFH T U

Reducing the need for us to engage in
technology transfer

ORI EE

23
26
24
IIIEHIII
Very significant

® Extremely significant
Itk BE

18

s



Ensuring foreign invested enterprise (FIE) participation in
the regulatory drafting and policy trial process seen as best
way to improve policy development and communication

RIS ARIERSSE5EMEEMBRRT, EAEERARNZANRESRRE

If China’s policy development and communication process is not transparent,
what one step would most significantly improve China’s policy development and

communication process?

IRFBER, UTH—HREEENETENBRLRIAEIE?

2017

Make officials more accessible for
discussions about policies, laws and
regulations

(24%)

Increase adherence to the requirement

that only published laws and regulations

are enforceable (e.g., eliminate use of
window guidance)

IN3RE ST LB AR B ERNEN R AT HAT
BIX—EK

(23%)
Ensure local governments are fully

aware of central government policies,
laws and regulations

HRMA A8 T P REFTRIEER.
EEMEN

(22%)

2018

Ensure participation of FIEs in
consultations, forums, and other
discussions regarding draft regulations
and policy trials
WRINSRAE WS ETREMEZMBER
HITHVEER. YA EMITIE

(33%)

Increase adherence to the requirement

that only published laws and regulations

are enforceable (e.g., eliminate use of
window guidance)

IN3RE T 2B AR B ERN AN Z AT HAT
B —EK

(20%)

Ensure local governments are fully
aware of central government policies,
laws and regulations

HRMA B T P REFFEIEER.
EEMER

(16%)

The other two steps respondents would most welcome are
increasing adherence to the requirement that only published
laws and regulations are enforceable, and ensuring local
governments are fully aware of central government policies.

RHEAESZFFME ‘Bl RFETEMBINEREN Uk “WBR
A BAFEDERPRBAFER. ERIEAN XM NER.




Steady growth in optimism regarding China’s commitment
to open its market further to foreign investment

Zip P ERFE#E—S AR HIHEE A

Are you confident that the Chinese government is committed to further opening
China’s market to foreign investment in the coming three years?

EBREMETEBMEERR=FH#—TRIINEART?

® Yes
=
Unsure
® No
=
0 20% 40% 60% 80% 100%
Technology & other R&D- Resources & ;
intensive industries Industrial (:?,ns?fqer se;vl'fes
5 \[J \]
SARBMHLTY  TURRRTL AL AL
100% =
11 10
1 B H B
I 20 21 21
80% -
35
37
42 25 s
42
60% - 40 34 Grm——
13pp increase in
optimism from 2018
BOR
20%

2018 2019 2018 2019 2018 2019 2018 2019



Confidence in China’s commitment to further open its markets is at the
highest level since members were first asked about it in late 2016, with
50% optimistic on the issue. In the R&I sector, 53% of companies have
faith that the market for foreign investment will become more open in
the coming three years, up from 40% in 2017.

B 2016 RFRF—RBPERRBWXFHARTINSELR, ZiHENPERRF
BH—FARBINE LR THESR, H 50% ZphIBEFEBFER

SH—T T 53% B LI ANHRZ N EWAREERKN=FERNFETDRF
XPINRBEINFFRL, M 2017 FZEIEINTT 40%.

"Although China restricts investment in certain sectors, it still seeks foreign expertise in other business
segments. I feel the Chinese government is still actively seeking foreign investment to develop key
industries."

—2019 BCS, Senior Manager in Healthcare Services

‘REDERFIRELETIAIRE, BEMERML ST RIEZWNIR HiFPEBFHERRES RINE
BRERERERTL .

— [2019 FHREFSHREE] , BTFRSL, 58

"There have been too many unfulfilled promises about market access since the WTO accession."
—2019 BCS, PR Director in Machinery, Equipment, Systems and Controls

ANtZjE, TEETHENSENRSZABERREZIN .

— [2019 FHEBFSHFRFE] , . k& KAS5EGHL, &8




Innovation and IPR SIFF1%NiR =4

Most companies prioritize innovation as key to future
growth in China

REEzEEWIAALFHEPERRIERKIXE

How important is innovation to your company’s future growth in China?

BTN R AR RKETENABRESER?

Not at all ® Important ® Top three @ Top priority More than 90% of
important Ex priority HEMAES
A REE —AEE— respondents put
substantial emphasis
100% - on innovation and
6 7 . .
8 over half view it as a
“th ority.
80% 4 top-three priority
8 90% B AR
60% - ﬁU%ﬁﬁ?&%@, ME&E(J%
HEAIAREFTEES
40% - BI=89&E =,
31
29 32
20% -
15 19 17
0

2015 2016 2017 2018



Weak IP protection, insufficient talent and restrictive
cybersecurity policies remain the top barriers to innovation

HEAFERGRIPAR R AZ TR R SR £ BRI R 2 PEES 81 EY

FERER

What barriers, if any, are preventing you from increasing innovation in China?

Lack of sufficient Intellectual Property
protection

RPN ER T

Insufficient talent
N

Increased restrictiveness of
cybersecurity-related policies
AR PSR M & T £ X BUR

Vague policies and lack of detailed
implementation guidelines

BEREMTE, RZFANPITIES S
Requirements to comply with unique Chinese
standards and/or the inability to participate in the

standard-setting process
FENAMENPERER / T ES S5 ERIERAERNERE

Restrictive licensing requirements

FHSHEATER

No notable barriers to innovation
HEERENCIMIER

Indigenous innovation policies that discriminate
against foreign-invested enterprises

B SIFBERER N IR b

Lack of clarity regarding service invention and
remuneration policies for R&D staff

XA & A RERZ TERTBIHR 55 A BAFNIREN B SR

Intellectual Property localization requirements and/
or technology transfer requirements

FNRFIRA AL TR [ A EBER

Increased restrictiveness of localization policies
SRR X B BERAYREE A0

Insufficient financial resources

BROEE

Investment and market access restrictions in certain
high-end or value-added sectors of my industry
FEAT AL 3 L s (1T
FERRMTIENRS

Government-directed import substitutions
BfERA#HOBR

- ©

10%
1

(Select all that apply)
LA T HBLEFSRSRALE T ST ABIE IR ECIFTIRN?

(FEREFIEERED)

30% 40%
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2018 report levels
2018 FiAELS

More respondents said
they experienced barriers
to innovation in most
categories this year.

BERRITERTMIE
2018 FEBBI TERLAS
LIRS,



Consumer sector views China as more advanced in

digital technology adoption
HETWIAADPEERBHFRARGEENS

Forty percent of respondents said they have adopted
more advanced digital technology in China than in
other markets. However, this number fell sharply
from 52% in 2017 and is now closer to 2016's 37%.
Despite the sharp drop, several members emphasized
in interviews that China is at the forefront of
technology adoption, leading in artificial intelligence,
5G, autonomous driving and other areas.

40% BRI E R I TERERA
THEEA T EAHB TR AR, A
M, X—EEFM 2017 FH 52% 2B
TR, BEER 2016 F137%. RE
HEZRITE, NIRRT
AR, PELATRARNEIRE
H, TEEATLER. 56. 855
RN H Aty U BB Mo

How does your company’s adoption of digital technologies in China
compare with your company’s adoption of digital technologies in other

markets globally?

RABEERBERFEASELHEMHHRBEFEABLLNE?

® China is our leading- ©® China is more advanced

China is on par with

® China is behind other

edge digital market than most markets other markets markets
FEZEINSFARFTS FEMSEFARZHHET FEMEMHIZRS FERETHMTS
2018 11 41

2017 14

2016 11 45

S
€ o)

32 1

1

0 20% 40% 60% 80% 100%
Technology & other R&D- Resources & g
intensive industries Industrial (E?,nstjinir Segffeli
5 \[J [l
BATEMMZTY TR Al L
100%
80% 18
37 43 * 31

60% 43

40% -

20%

2017 2018 2017 2018 2017

2017

2018 2018



Reduced internet speed and access damage
competitiveness and operations

MEIEM AL HRREIEHE T RFHANBLEST

To what degree do the following Information Technology (IT)-related issues
negatively affect your company's competitiveness and operations in China?

T EYE B RAEXRPIEN RABRERSFNNEERSZRAFFM ?

Slow cross-border internet speed
HIRIE M ILRE S

Inability to access or use certain
online tools (e.g., global software)

AR EARLEELTR
(NI )

Cross-border internet access via VPN
1B VPN #H1TEIR B BN

Data security/IP leakage
HiERL / AIRFEROH S

Data localization requirements (i.e., requirements
to store data in China instead of globally)

FURAMER (BISEIEEHEERE
LESES-GIEEY

Internet censorship and information

publishing/sharing restrictions

EENEENER R [ L=RE

Cybersecurity rules on protection of critical
information infrastructure and important data

RIFEERE BEMIR N ERHRENNEZ 2N

Data privacy regulations
RIS FARTEN

Not at all
BB

® Somewhat
BEXR

® Extremely
FIERA

20% 40% 60% 80% 100%

—
(6}

Approximately 90% of respondents agree that slow cross-border internet speed and an inability
to access certain online tools harm their competitiveness and operations in China. Having to
obtain cross-border internet access via virtual private networks, data localization requirements,
internet censorship and cybersecurity rules are also major barriers.

KLY 0NHZIHEWINA, FIENBIHEMRURTENDRLETELZTESREMINTRENZSHHEE, &
TEMEAME (VPN) RISBIRERMEN. HMEAHEER. ERENEENNEL 27 REEINEPME

BEHEEER,



China still poses
higher IP leakage
and data security
risks than

In your experience, are the risks of IP leakage and IT
and data security threats in China greater or smaller
than the risks in other regions where your company
operates?

RIEEHNER, SEMBKEERL, RRRELZETAEIRIA
IR BN E R RANBIEL 2B ERERE/N?

elsewhere
q:EE%uiRF*yiﬂEg*ugi ® Risks are lower in China
EreFEONENETF EHERRER
HittE R .
¢ | 4 ] 2 ]
80% | 36 a6

60% -

40% —

20%

Comparable ® Risks are higher in China
E=¥ViEE] EHERKNES
45 46 45

I
0

2014 2015

599% of members see improvements in
IPR enforcement over recent years

59% K& G AIA AR FE RN =R AR E

In the last five years, China’s enforcement of
Intellectual Property Rights has:

AESENREER, FENMIRFACERENERT !

® Deteriorated
it

® Improved or stayed the same

HEHRFAE REFRZE

100% -

80% -

60% -

40% -

20% -

2014 2015 2016 2017 2018

Stayed the same

5 4 -
14 RRE
0 -

2016 2017 2018

The majority of members
believe China’s IPR enforcement
has continually improved or
stayed the same over the past
five years.

REH=BZRAINT, FEBIFIRF™
IRPUEEL E R E PR E RS

T,

® Improved
E

37%



Improvements seen in trademark and brand protection, though
IPR enforcement in other areas is seen to have declined

SRRIFEEIRIRE TS | mBRIPAERRNRE, EEMTABMREL

However, when looking more specifically at the key types of IPR issues, compared with 2016,
the effectiveness of China’s IPR enforcement in most areas is seen to have declined. Since a

new option, "Don’t know," was added to the survey, more respondents have chosen it rather
than "Ineffective".

SAM, 5 2016 FA8LL, EEEAEMIFRINRF AR X RERN, HEERKAREEA L HRGUHAIAN
IRFIBUERER AR TR, XERABSEREPIENT —NIBER “FE" , BEZNRPEERTE
mreE T o

How would you rate the effectiveness How would you rate the effectiveness
of China’s IPR laws and regulations as | of China’s IPR laws and regulations as
they are written across the following | they are enforced across the following
categories? categories?

N N S/ s ! NT N /B2 /=
TR TRPEXFERIRFSOERERHIE ! TR TRPEXFERIR = SOEEEANIT
NEXNM ? NEXM ?

|
|
Patents Patents
R ! £ F
|
2016 ‘ 2016
3% 8% ‘ 2% 13%
|
2018 ‘ 2018
Copyright Copyright
L ® Very effective 4
2016 EEEN 2016
2% 11% ® Effective 2% 17%
2018 Gk 2018
T
Trademark/brand protection ® Imiffective Trademark/brand protection
T | SRR £ AT | SRR
2016 ® Very ineffective 2016
3% 11% BRI 3% 16%
2018 2018
Trade secrets Trade secrets
BRIk Rz
2016 2016
3% 17% *Note: both questions on 2% 23%
page 60 and 61 were not
2018 asked in 2017 Report 2018

JE: 5 60 1 61 TIRIFENAIER

°
!



One-third limit China investment due to IP protection concerns,
rising to nearly half in the Technology and R&I sectors

SRR =R IPRVIBIAIRE T =5 Z2—EEINGIRE ; ME—FHKAR, T f=H
FITUA L X— R R R

Do concerns of inadequate intellectual property protection Companies in Technology
limit your company’s investment in China? & other R&D-intensive
BRI R R AR T RASENENRA ? industries were the most

likely to say inadequate
IPR protection limits their
investment in China.

Consumer and Services
0, 0, 0,

concerned.

® Yes 2 Unsure RHE ® No&

BATI B BT AL B
(oS Gl IR IR R IR

Technology & other R&D-intensive industries

BARTEAFR LT | TAbAIE AT . o
| - T N ERERR A, K2
| \ 20|l ~AR 2 N
Consumer i Services
SEET ! RS Tk

Removal of How significant of an impact would the following
technol t f changes to the policy environment have on increasing
echnology transter your company’s investment levels in China?

requirements W FBUEEFR T (0  A R RFHE SR AT S AR
and stronger
IP protection Reducing the need for us to engage in technology transfer
OB AR

would have the i
blggeSt ImpaCt on I/ Technology & other R&D-intensive industries i Resources & Industrial
Technology and R&I | BARMEMER T 3 TUAZR T
sectors' investment | |

== | 26 31 22 19 paa 17 34 26 N 14
decisions . |
IARARLERAE— O
SR BRI i | e

N e S 4= HEATAL ; RS 1T
BR. TURMZRTILL |
BEREEEST AR 48 2 B 54 17 5




Insufficient protection and difficulty in prosecuting IP
infringements are the top two IP challenges member
companies face

FIRFERERIPADEIFIAEE & 5 & EIREI R ARA =k

What is the most important IP challenge your company faces?
Y. IR A ?

L2
0 10% 20% 30% 40%

\

® Legal challenges

Difficulty prosecuting IP infringements in court or ARSIk
via administrative measures
XELATE A EE _E B0 (T F B IR R ICRIR =AY T A L4 thelll—ational
- . challenges
Insufficient protection offered by text of IP-related EE S B

laws and regulations
SRR R EEIERN AR RN ERIPT R

IP theft by employees

BT ASEIAE One-third of respondents cited insufficient
protection and difficulty prosecuting IP
Cyl;ﬂfggﬁ infringements as their top IP challenges.
Zamis

Many were also concerned about IP theft
by employees, cyber-theft and licensing
constraints.

Expectations of technology transfer arrangements
with business partners

XL AR B A RS R HE I TRER

Licensing constraints

=2 —HZHEWRTRRARB AR B A

VF ] PR
IRFRURIPA DAE LURIF AR A=A T . 1
o SRRMAAN R TAFIRF A, MEEGH
VFAJ PR PR A o
Not at all significant Not significant ® Somewhat significant Technology and R&I sector
FEERBTM TR EE IR B E companies would be
@ Very significant Extremely significant more willing to increase
HInTE RN ZE investment in China if
they had to transfer less
Ensuring greater protection of intellectual property technology and their IP was
| ) \ .
Technology & other R&D-intensive industries i Resources & Industrial ! WREA. TIAZRTIEER
BARMEAF LT ! TAAZERAT AL : IR AR R A S
| | BEBSMRE, tiISENE
| l =z
719 WL 33 26 |10 19 21 25 25 | RUEELE,
1 I
6 26% 40‘% 60‘% 80‘% 10(‘3%3 6 zd% 46% 60‘% 80‘% 105% ,'
Consumer i Services
BT 3 RS AT
13 | 18 35 24 11 % 25 15 19 25 15
6 26% 40‘% 60‘% 80‘% 10(3% i (3 25% 46% 60“% 80‘% 105%



Nearly half of respondents share the same amount of
proprietary knowledge with China partners as elsewhere; R&I
companies tend to share more than those in other industries

E—FHRH R SPESHERFESEMEMEX SEAFRFHENETRNIR; T
WMFFETI S ENETFERAEES THRT L

R&I members share How much technology and proprietary knowledge does
the most proprietary your company share with your business partners and
knowledge and technology clients in China compared with those in other overseas
with their Chinese jurisdictions outside your home country?

partners and clients. RRTERES B FNE P D ZRRAMEFEIRRESE,

While some companies 5RE S HAER Z MR EMEIN A B X AL ?

express concerns of
forced technology transfer,

this question does not ® Muchless ® Somewhat No difference Somewhat @ Much more
distinguish between RS less el more 2R
h—te L

compulsory sharing and
sharing done voluntarily

as part of business
FETIAHRITIHNER S5 0 20% 40% 60% 80% 100%

MNOPESEIFNERDET
RENEMNIRMEAR, BA—

X RABWRIA T IR FIR AR Technology & other R&D-intensive industries i Resources & Industrial
a - | e
ILHIBIE, R BRI ERRANE, BAREMEE LT ! TURFR T
|
ZIRBIGITH BT REIH = 3
ERBLEFHN—EDERNE i
VELBRIE 5, 83 5 | 41 19 E
|
|
|
|
|
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Impact of Bilateral Relations and Tariffs

REX AT



With US-China economic relations facing perhaps their most
challenging time in 40 years, 96% of members see a positive
bilateral relationship as key to business growth. However, members
are increasingly pessimistic about the direction of the relationship.
Nearly three-fourths believe relations between China and the US
will deteriorate or stay the same in 2019, although there was a
spike in optimism after the meeting between Presidents Trump and
Xi during the 2018 G20 Summit, which occurred in the middle of
our survey period.

Amid an increasingly turbulent political climate, uncertainties in
the US-China economic relationship and the imposition of bilateral
tariffs have emerged as the main factors influencing investment
decisions. About a third of respondents said that tariffs have
caused manufacturing costs and sale prices to increase, while
demand has decreased.

While a third of respondents said trade tensions were not influencing
their business strategies, nearly a fourth are delaying China
investments or moving supply chains out of the US. Although tariffs
are being used as a bargaining tool in the trade negotiations, only

4% of members believe they are the right tool to help the business
community. Instead, members hope the US government will advocate
more strongly for a level playing field, pursue results-oriented dialogue
with China and apply investment reciprocity.

FEPEREARRFBEERXT 40 FRZLUSKENTIRBIBZ], 96%MI= R B IR
REVIA K BB R BEIK R AT, RREWINBD KRR EEFETER,
2 ZMAIN, FEXFBE 2019 FENSFREFE. REWLL, 56
EESAM ST EFEGNSH MBS HREET RENHO 2 REE RUSE.

RS AMRERBCAIME T, PEREZBXAZNTHAEIEM UL XL A
FIRRERRNEBERAR, A=D2—RINERT, KXRSEHEMANEE
I8 LK, MR T

BA=ZNZ—HRIPERTRAS RRKBBHRTOMI NI EEE, BEM
N2 —HRNENNZEREERAIRFHNENEERB RS, BAXBE
ZRTSPRBIFRAINT A, BRE 4%Ma RN X2 EHE R ERFE.
Bk, 2REVHFEXEBFEENEEMREATRES, STEHITUERN
SEE, HEIURHETE,



Positive bilateral relations remain important for business
growth in China

FRIRBRAX AW ZIHEWEEWSIERNA+ I ES

How important are positive bilateral relations between Ninety-six percent of
China and the US to your business growth in China? members regard positive
RIFHNHPENAXR AN R ABNEEVSIEKELEE? bilateral relations as
important, a similar level
to 2017.
100% - - * * ® Not at all important
8 2 TRAER 96% & R FRT RIFAIMN
80% 28 23 @ Not important DREZFBEE, 52017 F
rER HE,
60% Somewhat important
3 37 HREE
33 ® Very important
40% 7 EEEE
® Extremely important
20% - 40 REBE
31 39
0

2015 2016 2017 2018

R&I companies put the most emphasis on a
need for positive bilateral relations
Compared with last Iﬂ*ﬂﬁiﬁﬁi‘ %Eﬁﬂﬁhi*ﬂ*ﬂ*&“iﬂﬂ*%

year, the number of
R&I companies who see
positive bilateral relations

® Not at all important ® Not important Somewhat important
as very or extremely REREE rEE hREE
important increased by ® Very important ® Extremely important
12pp. It is clear that FHEE REEE
this increase is partly
due to the larger impact Technology & other Resources & '
that bilateral tariffs are R&D-intensive industries Industrial C:;uf];r ;ezfeli

\ s = O — BT \ N4
having on this industry. AR E MR LT TR R T R R51T
Perhaps surprisingly, the 100% - - e
other three sectors saw - 27 L 12 = i i
. . . 11 21

slight declines in the 605 22 % 16 23

importance of this issue.

SR, MERPIXNGE 60% 1
FKAMNEEFIEEEEN
TIrMFRE=RAE I EE 40% -
my 2 MEN=. RIEE,
B FRAR BT VOB 20% -

ZITIHEmE A, AR
P, EMm=MTIIT .
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Nearly three-fourths believe bilateral relations will deteriorate

or stay the same in 2019

TS 2 ZHZIA R IANAREND R Z T 2019 FHEMHEFRFIRAK

Nearly three-fourths of respondents
believe bilateral relations will deteriorate
or stay the same in 2019. Only 27%
expect relations to improve, a steep
decline from 2018's 36% but still higher
than in 2017. It is worth noting that
there was a state visit between Trump
and Xi while the 2018 survey was

being conducted, which likely led to

the increased optimism expressed by
respondents at that time.

A7) 7 =R A R RIA R R RGTE
2019 B AT IR RE 27%BIRAIA
NXRB=EFIE, XM 2018 F89 36% 2R
T, BHheTF 20175, EEFENE, &
BAE RAIHIEIE(E 2018 FESIMEIAES RS,
XATBERA T ST E A KR RINIELE.

What is your outlook on bilateral relations
between China and the US for 2019?

&N 2019 FEREIL X RRIRIRAME?

100% =
80% —
60% -

33 37
48
37
40% 50
20% 36
27
0

® Will deteriorate
BB

Will stay about
the same

BaARRER

® Will improve
BaE

2017 2018 2019

Bilateral uncertainties now a top factor influencing

investment decisions

WBXARREERA T iR RRNERRE

If your planned increase in investment in 2019 is LOWER than
it was in 2018, this is due to: (Please select only one)

YNRTAT 2019 FRVIRAEEMT 2018 F, XEHT: HEEMRBEAEN

2018

Rising costs, including labor
costs in China

BIES s IEARAN S LR EERT L
(25%)

Concerns about an uncertain Chinese
policy environment

X EARRENBEIMEEE RS
(15%)

Expectation of slower growth in China
Fit R ES R RERIG K
(12%)

2019

Uncertainties in the US-China economic
relationship and bilateral tariffs

FR3E22 B X R ARGA R BRI A HE 1
(13%)

Expectation of slower growth in China
Tt ELFIRREIL K
(12%)

Concerns about an uncertain Chinese
policy environment

R E A RAE N BERIMEEE S
(11%)

Uncertainties in US-
China economic
relations and
bilateral tariffs,
expected slower
growth in China,
and qualms about
the Chinese policy
environment are
the top three
factors influencing
investment
decisions.

FREZEXRMWIAX
BMOREE. PEZ
PEIRHRIE R R AR
BRI IRV EE R R
SHRREN=KAZX,



Bilateral tariffs are increasing manufacturing costs and sale
prices while decreasing demand

WBXMIEEIEMFLERBHHEN T, FITEDER

How is the implementation of bilateral tariffs impacting your business
operations in China? (Check all that apply)

A ER 5 KB SLHEXS SR B B E R MR ?(ERFAEREM )

Increased cost of manufacturing
our products

YN GRS

Increased sale price of our products
REFmEENE

Decreased demand for our products
X7 fa TR KRR

Reduced profit slightly

(less than 10%)

FBEEE TR (1£F 10%)

No impact
R

Lost business to competitors
WRENFIRE WS
Reduced revenue slightly

(less than 10%)
WNBEE TB& (1EF 10%

Reduced profit significantly (10% or more)
FHBAE TRE (10% KAL)
Reduced revenue significantly

(10% or more)
USCNBAE TP (10% ZZLALE )

Other
H1h

Reduced employee headcount
RTABRD

40%
J

"Any trade-related disputes hurt the
image of our US-based company
and make business harder”.

—2019 BCS, Senior Manager
in Real Estate and Development

‘ERSAZERNUHHEREZER
AR, EUSERFRE o

— [2019 FHEBSHRESL] ,
BHIFHFARITL, BE

"Tariffs harm tourist arrivals, make
government organizations less supportive
and could cause a consumer backlash."

—2019 BCS, Senior Manager
in Hospitality, Travel & Leisure

KRR R AR E R, BT RA
LXTAUBISEs, FIRERSIRBBRENTR o

— [2019 FHEFSHERSE] ,
BIE IRENRR, BE

“[Tariffs] caused us to seek non-US sources of

imported products.”

—2019 BCS, Senior Manager in Healthcare Services

KRR SHEE 2 MH O~ @R -

— [2019 FHEBFSHFERE] , BTRS L, B8

Since we first surveyed members on the impact of tariffs in September 2018, increased
manufacturing costs, sale prices, and decreasing demand have consistently been the top three
concerns. Declines in profit and losing business to competitors are other major issues. The
Technology and R&I sectors feel hardest hit by tariffs.

BEMBERE 2018 F 9 BERHERREWRT KBS, thEMAMBEENME LRULERTE-—ERR =X
B, A TEMREITREMARLSEEMERRM. B, TAMZBERITWARARTT IR XBEIRAR.



Although a third of respondents said trade tensions are not
impacting their business strategies, nearly one-fourth are
delaying China investments or moving supply chains out of
the US

RE=2Z2—NRHEIRT, AEFHHARTIMMEIIVE L&, EENS 22—
RIFEEEHREERSE, SIFHMEHERREIR

How are tariffs and US-China trade tensions impacting your business strategy?
(Check all that apply)

28R 5 Fin R BARINE R A x 53 B A9 W sk BR B (I R20e ? (R PR & AED )

o
—
o

°

N
[o0)

20% 30% 40%

No impact
pZepAl

w
(6]

"Clients are reducing
investment from China to the
US [and] going to Europe
instead.”

Delaying or canceling investment decisions
HEREUHRFAR
—2019 BCS, PR Director

Adjusting supply chain by seeking to source S

components and/or assembly outside the US
AR B, EXEIRINIIIRAMG / AR

N
w

‘B R REFERXSE

R, HERXWRUMNMEE o
Adjusting supply chain by seeking to source PR
components and/or assembly outside China — (2019 FFERSHFAL]

VEREAATSE, TETREIEANS HORMLER / RS S, AAEHIE

—_
o

Considering relocation of some or all
manufacturing out of China

EEFBoHEEHSIEHPE

“New investment in China will likely be
on hold because of uncertainties.”

—2019 BCS, Senior Manager
in Other Services

Other
H b

‘HTNAEN, WERARREZENEE" .

— [2019 FHEBFSHRIAE] ,
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Considering relocation of some or all
manufacturing out of the US

ERFE D HEBHE LT HEE

L " . “We need to be more nimble and have clearer
Considering exiting the China market communication on our work in China.”

ZRREPETD

—2019 BCS, Senior Manager in Social/Public Sector

Increasing investments
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Some 35% of members said tariffs and US-China tensions have no impact on their business strategy.
However, nearly a fourth are delaying China investments or shifting supply chains out of the US. Nearly
20% are adjusting their supply chains by seeking components and/or assembly outside China.

£ 35% N RE W FRRARANFE L KEENEHEERELETM, AM, "N Z—HN=REWEEERYPERER
RN ERBHEE, I 20%89 0 EEIERERINF A / SR M,



Tariffs are having the biggest impact on R&I sector
business strategy

KBz T NZFT Ik pY b SR BE R R ARSI

How are tariffs and US-China trade tensions impacting your business strategy?
(Check all that apply)

%8R 5 i R BRI R A X 53 B 9 W SR BR A (IR0 0e ?( PR A& AT )

® Considering relocation Considering relocation @ Adjusting supply chain ® Adjusting supply chain
of some or all of some or all by seeking to source by seeking to source
manufacturing out of manufacturing out of components and/or components and/or
China the US assembly outside China assembly outside the US
ZREBHHLIENSL ZREBHHLIENSL AR E, TRERING VAR BE, EERERINT
TEHPE THEE HORAMFD | B HIRAM /| SLESE

©® Delaying or canceling Considering exiting Increasing ® No impact ® Other
investment decisions the China market investments BN H
HEIREUHIR AR ERREPETS EINRHA

Technology & other R&D-intensive industries
BRAMEMER LT

Resources & Industrial

TR ERITL
/- - -T-T T = - = "= "=-=-=-=-"=-"=-=-=-=-- N
o : +
N e e e e e e e e e - 4
Consumer
HERTIE
Services
BRSS 1T
S BN
(3 zd% 4(;0/0 60“% 8(;% 105%

Fifty-two percent of members from the R&I sector are adjusting supply chains
by seeking components and/or assembly outside China and the US.

52% 3B T A #FRITIW RIS R IETEIRBEN ESE PRGN I HRAN AR,



Nearly half of member companies are experiencing an
increase in non-tariff barriers, including more inspections,
slower customs clearance and tighter bureaucratic
oversight and regulatory scrutiny

E—+HzRat L FELHRARENEXRESZ, SERENEMK. &
ERE. BISEMEENEMK

There were similar reports of increased non-tariff barriers in our
September 2018 survey on the impact of tariffs.

FI=TE 2018 £ 9 AR RMFIMBEEIR SIS T IFRNELRIIER,

Have you experienced an increase in any of the following
non-tariff barriers following the implementation of bilateral tariffs?
(Checka"thatapMy)

EHEXAREE, EEHE Ty ILIFRMEEL2 AR I ?(ERFIEEAEM )

o
N
o
S

N
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o
2
>

No change
EELT

Slower Customs clearance

BREE RIS

Other complications from increased
bureaucratic oversight or regulatory scrutiny

A EIRNE S ERE S LR EfE
Slower approval for licenses or other
applications

VPRIl H At FRIF RV ER LIRS

Rejected licenses or other

applications

VRIS A MR IBHUERIE

Increased difficulty completing
investment deals

SERIR A Z BIXEEIE AN

Other
Hb

Products rejected by Customs
BRI Y

Increased inspections
(e.g., tax, environmental, HR)
RENERK (HS. R ANBRSE)




Technology sector most likely to report increased non-
tariff barriers

BAMEMA LTI R EEIRESNIEXHESZ

Have you experienced an increase in any of the following non-tariff barriers
following the implementation of bilateral tariffs? (Check all that apply)

FERHEXAREG, EEHE Ty IRLIFRMEEL2 AR ?(ERFIEEMAEM )

® Slower Customs Products rejected by ® Slower approval for ® Rejected licenses or
clearance Customs licenses or other other applications
BREERIE BRIEWEY applications VRIS M R IEHLERRIE
VRJ s Et ERIE A ER LR I8
® Increased difficulty Increased inspections Other complications ® No change ® Other
completing (e.g., tax, environmental, from increased EETY, H
investment deals HR) bureaucratic oversight
SRR AN D EE BEHERS or regulatory scrutiny
K0 (Bi%s, . ANZES) Mg s R
5| & By EL 5] =R

Technology & other R&D-intensive industries
BRAFEMAA LTI

Resources & Industrial

TR IRAT
a0 o
Consumer
THER T
EN-EE -
Services
ARS5 1Tk
o ©
0 25% 4(;% 6(;% 8(;% 105%

Seventeen percent of companies in Technology & other R&D-intensive
industries reported slower customs clearance, and 16% reported increased
inspections.

RAMEMARITLTE 1THHEREVRRERRERE, 16%HNEREVKRTINES
E K.



Members hope the US government will advocate more strongly
for a level playing field, pursue results-oriented government
dialogue and apply investment reciprocity

SRt LFEXEHFEMRRMERAFRS, BRUERASEANBGE, #

LI AWNEF

What top actions can the US government take to help foreign businesses in

China? (Choose up to three)

EEBFFRERNA AB B ToREBEEMERL ? (B

Advocate more strongly for a level playing field
for US business in China

AEFENEERISHR— IR THRSIFE

Pursue results-oriented framework for regularized
government-to-government communication

IREBLERER, USEIMBIREIDEEREK

Apply investment reciprocity as an approach to improve
market access in China

BREWFEALEPEDDENN—TSH
Resume negotiations on a high-standard Bilateral

Investment Treaty (BIT) that ensures the intended benefits
of the treaty can be reached within China's unique market

ENFESIENIUORENE (BIT) B9%F), WBREFE
M7 P SCE Y B9 TRARR 25

Provide more assistance to US companies in China (e.g.,
commercial support, negotiation assistance)

BT EERRMESHEER (5190 Bl 2R, #HIHE))

Reduce tariffs on Chinese goods

AR P E R ey

Pursue a new multilateral regional free trade and
investment agreement that includes the US

FREEREETNRHZ LXK BB R BRENE

Encourage and support Chinese investment in the US
SRR EE SRR A

Stricter enforcement of China's existing trade and
investment agreements

BEERMRITRERENRZMNREDNE

Continue to use tariffs to apply leverage
LA R B SRBEIN R0 A

Other
H1th

*Note: some categories were newly added this year
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® Trade/investment-
related actions

R PSR ANEXED

® Non-trade/investment-
related actions

IR Z IR E AR AR

2018 survey levels
2018 FiRELER

Nearly half (47%) of members
hope the US government

will advocate more strongly
for a level playing field, up
from 27% last year. Around a
third of respondents hope the
US government will pursue
results-oriented government
dialogue and apply investment
reciprocity. Only 4% of
members consider continuing
to use tariffs as leverage to be
an effective strategy.

Ro—=+ (47%) MaRelsRE
EXEBFEMRIRMREATRS,
HXEFEFEW 27%, AA=HD2—
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PR EE AR E BRI,



Deloitte.

About Deloitte Global

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company
limited by guarantee ("DTTL"), its network of member firms, and their related entities.
DTTL and each of its member firms are legally separate and independent entities. DTTL
(also referred to as “Deloitte Global”) does not provide services to clients. Please see www.
deloitte.com/about to learn more about our global network of member firms.

Deloitte provides audit & assurance, consulting, financial advisory, risk advisory, tax and
related services to public and private clients spanning multiple industries. Deloitte serves
over 80 percent of the Fortune Global 500® companies through a globally connected
network of member firms in more than 150 countries and territories bringing world-class
capabilities, insights, and high-quality service to address clients’ most complex business
challenges. To learn more about how Deloitte’s approximately 286,000 professionals make
an impact that matters, please connect with us on Facebook, LinkedIn, or Twitter.

About Deloitte China

The Deloitte brand first came to China in 1917 when a Deloitte office was opened in
Shanghai. Now the Deloitte China network of firms, backed by the global Deloitte network,
deliver a full range of audit & assurance, consulting, financial advisory, risk advisory and tax
services to local, multinational and growth enterprise clients in China. We have considerable
experience in China and have been a significant contributor to the development of China's
accounting standards, taxation system and local professional accountants. To learn more
about how Deloitte makes an impact that matters in the China marketplace, please connect
with our Deloitte China social media platforms via www2.deloitte.com/cn/en/social-media.
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Limited, its member firms, or their related entities (collectively the “Deloitte Network”) is

by means of this communication, rendering professional advice or services. Before making
any decision or taking any action that may affect your finances or your business, you should
consult a qualified professional adviser. No entity in the Deloitte Network shall be responsible
for any loss whatsoever sustained by any person who relies on this communication.
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AmChamChina
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About AmCham China

The American Chamber of Commerce in the People’s Republic of China is a non-profit, non-
governmental organization whose membership comprises more than 3,300 individuals

from 900 companies operating across China. The chamber’s nationwide mission is to help
American companies succeed in China through advocacy, information, networking and
business support services. AmCham China is the only officially recognized chamber of
commerce representing American business in mainland China. With offices in Beijing, Tianjin,
Dalian, Shenyang and Wuhan, AmCham China has more than 50 working groups, and holds
more than 250 events each year.

For more information, visit: www.amchamchina.org
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The American Chamber of Commerce
in the People's Republic of China

FEXERS

Floor 3, Gate 4. Pacific Century Place,

2A Workers' Stadium North Road, Chaoyang District,
Beijing, 100027, the People's Republic of China

Tel: (8610) 8519-0800

Fax: (8610) 8519-0899

Website: www.amchamchina.org

Headquartered in Beijing with chapters

in Tianjin, Central China (Wuhan),
Northeast China (Dalian, Shenyang)
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