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Chairman’s Message

At the end of 1997—the year when Hong Kong was returned to China and in the midst of the Asian Financial Crisis—a precursor of
the Business Climate Survey generated a list of members' top five concerns about doing business in China:

1. Restrictions on the scope of business

2. Lack of transparency of rules and regulations

3. Inconsistent enforcement of rules and regulations
4. Difficulty hiring Chinese employees

5. High import tariffs and taxes

Twenty years on, it would be easy to think little has changed. But of course the China of today bears little resemblance to that

of 1997. Its economy, now more than 10 times bigger, has greatly diversified and is creating cutting-edge technologies in the
industries of the future. China is now a member of the World Trade Organization, the world’s second-largest economy and by far the
world’s largest exporter. It is the largest foreign holder of US debt, one of its biggest trading partners and an increasingly influential
source of foreign direct investment.

Therefore, as we review the data from this, the 20th, edition of the Business Climate Survey, it is more important than ever to keep in
mind the context, lest we misinterpret what our members are experiencing in this increasingly complex operating environment.

Regarding the economy, there is cautious optimism that the “new normal” rate of growth is sustainable for the foreseeable future,
providing opportunities for business to expand. It is still hard to realize outsized margins in China, but for many companies the
outlook is generally positive.

Nevertheless, the survey continues to paint a troubling picture of the regulatory environment in China. The best that can be said
of this year’s data is that there appears to be a bottoming out of sentiment from the very low levels plumbed over the past few
years. For example, despite an uptick from the previous year, an astounding 75% of members still feel increasingly unwelcome,
reflecting the persistence of perceptions among foreign-invested companies that they are not treated equally with their domestic
competitors. When talking about context, it is also necessary to recognize that some sectors, such as consumer products, feel the
heavy hand of government much less than those connected with the government’s most distorting industrial policies, like those
listed in the Made in China 2025 initiative.

In terms of the US-China relationship, pessimism seems to be receding. However, once again, these results need to be viewed with
caution, as the survey was conducted just as US President Donald Trump was visiting China, which may have influenced perceptions
of where the relationship is heading. Major imbalances in the commercial relationship between the US and China remain, and it is
hard to see how they can be redressed without generating further friction between the two sides.

How to reduce the friction? AmCham China consistently promotes a fair and reciprocal relationship. This means building trust through
the enactment and even-handed enforcement of laws and regulations regardless of shareholder nationality. It means continuing to
promote development through a more open investment environment—it is still the case that countless companies are not included
inour survey because they are excluded from participation in China's economy. It also means stimulating innovation through the
protection of intellectual property rights, transparent setting of standards and rational management of data storage and flows.

When we come to publish the 40th edition of the Business Climate Survey, | sincerely hope that the Chinese economy has moved
on as quickly as it has since the first edition was published. But we should not have to be talking about the same issues we did 20
years ago. There will always be challenges and areas of disagreement, but by offering our candid assessment of the environment in
which our members operate, we hope to contribute to the healthier and more sustainable development of China's economy.

ol

William Zarit
Chairman, AmCham China
January 2018
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Executive Summary

This year's Business Climate Survey captures the sentiment of global businesses operating in China at a critical
moment in US-China relations. Conducted from late October to late November of 2017, it reflects a mood

of cautious optimism coincident with President Donald Trump's first state visit to China, and immediately
following China's 19th Party Congress.

Respondents are more confident about China’s commitment to open its economy than they were at this
time last year. Members also had a generally positive outlook for US-China bilateral relations. Some 36%
believe relations between the two countries will improve in 2018, a figure much higher than last year's 17%,
and possibly influenced by the perceived success of Trump’s visit to China and that of President Xi Jinping'’s
earlier trip to the US (see chart 1).

Chartl BE& 1

What is your outlook on bilateral relations between China and
the US for 2018?

BN 2018 4 SBIL 5% F WY R An T ?

@ Will deteriorate
16 HEEL
33 Will stay about the same
RaRFER
® Willimprove

48 BakE

50

2017 2018

Revenue and profits are up among respondents and the digital economy appears especially strong. There

are challenges as well, however. Native Chinese companies are increasingly formidable competitors and

talent retention is increasingly difficult. At the same time, long-time concerns remain, including unclear and
inconsistently enforced laws and regulations and foreign companies’ continued sense of being less welcome in
China than before.

2017 performance snapshot: Strong growth in revenue and profits

2017 was a good year financially for many members. Some 64% of member companies reported revenue
growth in 2017, up from 58% last year and 55% in 2015. Results were especially strong in the Industrial &
Resources and Consumer sectors. A record-low 7% reported a revenue decline (see page 5, chart 2).

Profitability is climbing too, with nearly three-quarters of respondents reporting that they are profitable—
the highest proportion in three years. More than half report expanding EBIT margins. Continued growth in
domestic consumption and a rising middle class were important drivers of growth, perhaps further amplified
by government policies to stabilize the economy before the 19th Party Congress.



18 &

SETEXERZ UTEMER) 89 (TEBSTRRETIREG) Hiesl 7 EEIIEEPEXR
AFRBENZBELE. BFEM 2017 F 10 A TEREELE 11 B T8, BEFERFEETA
REEREARZBAREESSBAE BN EERNRZG, RERBREZHEIIPEXR
FHEERNSE.

SEFERMIALL, ZHEUSHERNTEFIARERED. BaaiNPERDXRNEE
SAERASRT. 2978 36%NEIHEINA, MEXRRTE 2018 FEFNE, X—HFReTEF
B 17%, XPIRERRE THREAE AR SIE R EMAINT MM, (WE 471, EXR])

RN WFRREEZEWNSBNIGEF LA, BFEFRNLNED, BEFEMPHkE. +
E A RN EFNF, IMEEREMEREAS . Y, —SKERIBIMNATEE, 6
m, ERENNBZNPIT A3, SMEEERRMEE AT MR,

2017 FA LR = NS EF LI RN IE K

2017 FER UV BAEMSIRORAE, TE2REWIEEREFH. 498 64%NaRERE, 2017
FEAWNSEIUEK, 522016 09 58%H] 2015 FAY 55%FFF EFte ETIMEIRITIIASEEE
T, PSRRI, XE TUMEREWRREWIRNEFTE, SIHLHN. (REZx2)

How does the estimated 2017 revenue of your China operations compare
with 2016 results?

2017 4F- 532 BIESE L 55 2 E WA T 5 2016 4R EL A T 28 4L?

® Down Comparable Up
B E RIS
i i 1S Bp% N o B
H H H /16
28 22 H H
= B 2
ffffff H 33 i
H H 33
H H 76
66 65 H 69 62
; 6 g9
43
2016 2017 | 2016 2017 | 2016 2017 | 2016 2017
Technology Services Consumer Industrial &
el Sy ARSS (T BT Resources
R&D-intensive P DUAIEETL
industries : H :
BRAFEM

RITL



Business climate: Companies are cautiously optimistic, but predicting the
future is growing harder

Will the good growth continue? The signs are mixed. After several years of an increasingly pessimistic outlook,
optimism and confidence in growth rebounded among members in 2017. This bullish stance includes a prediction
of 6.3% GDP growth in 2018, higher than the 2017 prediction of 6.1%, but below the actual reported growth of
6.9%. Nearly 6 in 10 companies rank China among their top three investment priorities (an improvement from
2016, but still below the historical average). And 46% of respondents are confident the government will further
open China's market to foreign investment within the next three years, up from 34% last year (see chart 3).

Chart 3 E& 3

Are you confident that the Chinese government is committed to
further opening China’s market to foreign investment in the coming
three years?
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On the other hand, regulation remains a concern for many, and 75% of member companies continue to feel
foreign companies are less welcome in China than they have been in the past.

Similar to the prior two years, respondents continued to cite inconsistent regulatory interpretation, unclear laws
and enforcement, and rising labor costs as their top two challenges. This year, regulatory compliance risks rose
to be the third-greatest challenge. A shortage of qualified employees and increasing Chinese protectionism
round out the top five challenges.

Although there are a number of positive signs, uncertainty seems to have increased this year."To have a
very good understanding of what is happening in China is increasingly a challenge,’one member-company
executive said.”If you ask 1,000 people, you get 1,000 different interpretations.”

Investment outlook: Regulation and enforcement dampen enthusiasm

Despite the challenges and uncertainty, China continues to loom large on the investment agenda for most
member companies. One-third of members plan to expand their investment in China by more than 10% in
2018 (see page 7, chart 4).

Across the economy, domestic Chinese firms are a growing force, competing for both market share and top
talent. Members voiced concerns that unequal enforcement of regulations and preferential treatment of
domestic companies may be tipping the competitive balance toward domestic firms, hurting their results.

Last year, members were concerned about a resurgence of protectionism in China. This year, that worry
has been replaced by increasing concern about compliance and enforcement. For the first time since we
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How does China rank in your company’s near-term global investment plans?
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began surveying our membership in 1997, compliance and enforcement made the list of the top challenges
companies expect to face in 2018.

While enforcement of laws like environmental standards is socially beneficial, some worry that enforcement is
uneven and has become a more subtle version of protectionism, with foreign companies bearing more than
their share. Some 46% of companies continue to feel foreign companies are treated unfairly compared to local
companies, with some members asserting in interviews that they are more likely to undergo tax audits or
reviews of work permits or visas than local rivals, down, however, from 55% last year. For global companies in
China, operating “by the book” often seems to involve a book still being written.

Increased regulatory fairness, predictability and greater transparency are the steps respondents say would
have the greatest impact on their level of investment in China. Specific reforms members would like to see
include greater access to officials and consistent implementation of national policies at the local level. Half
of respondents said that the steps most needed to help foreign business in China are the creation of a level
playing field and investment reciprocity.

Industry outlook: A rebound for the Industrial & Resource sector

Concerns remain about a “two-speed China,"a business environment in which Technology and other R&D-
intensive industries and Consumer sectors grow well while other sectors find less success. In 2017, 64% of
companies enjoyed a rise in revenue, with the strongest growth coming from the Industrial & Resources sector.
More than three-quarters (76%) of those companies reported higher revenue in 2017, compared with 43%

in 2016. Looking forward, Industrial & Resources sector members expect strong demand in environmental
protection to continue supporting growth. Consumer was the second-strongest sector. Some 62% of those
companies enjoyed higher revenue, compared with 49% the year before.

Technology and R&D-intensive companies are the most optimistic about 2018. More than three-quarters (77%)
expect industry market growth of 5% or more. It is also important to note that Technology is the sector most
concerned about unfair treatment of foreign companies compared with local companies (see chart 5).

Chart5 E&®R5

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

Digital technologies have been a big story in China for some time, and 2017 added to the momentum. China
is a large market, with massive amounts of data to be collected, analyzed and mined for opportunities by both
Consumer and Industrial players. The central government has placed a high priority on accelerating China’s
digital economy as well.

In the press, the digital story in China often revolves around consumer opportunities. In this survey, 67%

of Consumer companies see China as either the leading edge of digital technology in their field or more
advanced than other markets. Beyond Consumer, however, respondents across industries report digital as an
important focus. More than half (52%) of executives say their companies have adopted more advanced digital
technology in China than in other markets, a big jump from 37% last year (see page 11, chart 6).

Firms will keep investing in innovation. More than 90% of respondents say innovation in China is important.
Tempering that is the fact that many US companies remain cautious about bringing intellectual property (IP)
developed abroad into the country. They fear that requirements like source code review could endanger the
value of their innovations. Over 50% of member companies still believe IP leakage and data security threats
are higher in China than elsewhere, and 27% say a lack of sufficient IP protection is a barrier to increased
innovation. Members are closely watching as additional regulations in the name of cybersecurity and related
concerns emerge to more tightly regulate newer technologies such as cloud computing.

The huge opportunity for digital in China is clear and members want to participate, but they want to do so
on a level playing field, knowing they can safely develop IP in China and then export it to other markets, and
vice versa.

Implications for business leaders

Facing a market with so many uncertainties—and domestic competitors that continue to grow stronger—
foreign companies must increase their organizational agility in China. This is needed to grasp opportunities

in innovation and digital and to be able to respond to rapid and unpredictable changes in the regulatory and
competitive environments. New organizational models and ways of working are likely to become an imperative
in the next chapter of growth for foreign businesses in China. To compete in this new era, foreign businesses
will need to become more agile.

In addition, the cost of attracting talent in China, already rising, will continue to climb. Besides the rising labor
costs facing all companies, foreign businesses are feeling the sting of increased competition from domestic
competitors. Once viewed as the most attractive employers, multinationals today are often at a disadvantage
when competing for local talent, losing out to local start-ups and mid-sized firms that can promise faster
growth and offer compelling career opportunities. In this year's survey, 45% of respondents report domestic
competitors are more attractive to job hunters, up from 36% last year. To sustain their growth, foreign
companies will need to develop a new deal for local talent.

Implications for policymakers

Respondents are clear that a strong bilateral relationship between China and the US is important for business
growth. One-quarter of respondents see some type of treaty between the two countries as the single most
valuable step the US government could take to improving American firms'ability to operate in China.

Rising costs and changes in the regulatory environment are the prime reasons 23% of respondents say they
have moved or plan to move capacity out of China. Nearly half of those are moving to developing Asia, and
22% to the US. For their part, Chinese regulators have an opportunity, too, to build transparency and equity
into their rules and enforcement. Those steps would improve confidence in the market and unlock increased
foreign investment.

There is both good news and caution in the report that follows. We hope that this analysis of AmCham China
member company perspectives will help both policy leaders and business executives navigate in the year ahead.
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How does your company’s adoption of digital technologies in China
compare with your company’s adoption of digital technologies in other
markets globally?
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2018 Survey Methodology / 2018 FiZ& /5 5%

This survey was conducted between
October 23 and November 26, 2017,
and was sent to 849 member company
representatives, of which 411 completed
a significant portion. Their responses
form the basis of this report.

Survey respondents represent large,
medium and small-sized enterprises from
a broad range of industries, and many
are global in nature. Further analysis was
conducted on four industry segments—
Technology and other R&D-intensive
industries, Services, Consumer (both
product and services), and Industrial &
Resources. The same methodology was
used as that followed in previous years
in order to ensure consistent analysis
and to shed more light on the issues and
opportunities our members face.
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Most respondents are global in nature, and China makes up at

least a 10% share of global revenue for almost 50% of member
companies
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Technology/Tele-
communications—
Hardware
ARl / s —
e
Technology/Tele-
communications—
Services
ARl / Bis —

ARSS

Services
BRSZ1TIk
(n=100)

» Financial Services

(e.g., Banking,
Insurance)

TRARSS (B4E:
|17, RED)

Real Estate and
Development

PR &

Transportation and
Logistics
ERAYR
Investing (e.g.,
Private Equity,
Venture Capital)
®’E (0. hER
W RLIEHE)

Other Services
(e.g., Law, Human
Resources,
Accounting,
Marketing,
Advertising and
PR, Research,
Consulting)

HpRss (40 7%
B, ANHER =
it MIZEHE. T
T AKX JEHAM
&)

Consumer
(products &
services)

HERITL
(P mAARs3)
(n=93)

Consumer Products

HE

* Retail and

Distribution
BESHY
Healthcare Services
EiTiRS

e Education

na
Media and
Entertainment

IRIR SRR

Hospitality and
Travel & Leisure

BIE. iR KA

Survey respondents were segmented into four main categories

Vi R AT L5 o A 285

Industrial &
Resources

Tk RIT
(n=92)

Agribusiness
RUEE

Automotive &
Transportation
Vehicles

AENZRZER
Machinery,
Equipment,
Systems & Controls
M. €& &R
51zl

Oil & Gas/Energy
all. RAS [ BE
i

Other Industrial
(e.g., Chemicals,
Mining, Paper &
Packaging)
EAT bR (40
HER. R E
MM EE)

¢ Social & Public

Sector/Nonprofit
(including industry
associations)
HE5A/HEH/
EmFNE (B
k=)

Other
(environmental
services, think tank,
etc.)

HAth (INIFERARSS «
BESE)
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Closing the Books on 2017
2017 FlFE =

2017 was a good year financially many AmCham China members. Some 64% of member
companies reported revenue growth in 2017, up from 58% last year and 55% in 2015. Only a
record-low 7% reported a revenue decline. The Industrial & Resources and Consumer sectors
enjoyed especially strong results. Profitability is climbing too, with nearly three-quarters of
respondents reporting that they are profitable—the highest proportion in the last three years—
and 51% reporting expanding EBIT margins. Such results reflect the relatively strong performance
of the Chinese economy in 2017.

2017 FR VM SHRAARE, TEBERaREWVRTWEEPEH, 2017 F, 45 64%HN=A
AR NBFIE, 2016 49 58%, 2015 &7 55%. 2017 F, RB 1%H=REWRNEFR
&, eIFEMR. I, FRITUAEFTIAIR, BAEKLHRE, B EFRE
WEEFA, & 75% WRINEIERFKNEN —XBIE=FLHESH—R, B 51% %
RV RTEMEIFERFTFLEIER, ERERDSHELZST 2017 FHNRERIA S,




64% reported higher revenue in 2017, up from 55% in 2015

2017 &, 64%H

ZREWVFRTRN LT, SFEE 2015 FAY 55% B PrlElFt

&l

How does the estimated 2017 revenue of your China operations

compare with 2016 results?

2017 53 2 AMEAR 55 B2 E W T 5 2016 4R HH ELAT Tl B 412

] - . . H H
800/0 T I
60% -|

40% -

20% -

2011

2012 2013 2014 2015 2016

Revenue growth hit its best level
since 2014, with 64% reporting
arise in revenue and a record-
low 7% recording a revenue
decline. Employers with at least
250 employees were more likely
than smaller companies to see
revenue growth.

- ® Down

—F/EJ
Comparable .
oy IWNIE KIS 2014 F LSRR

SE, 64%H=REAWRTIN
E7, R T%FRFBNTEE, €l
[ sE# R AL/ NI RIS,
RTHURTE 250 AA LRIV EE
BRBESRIMUINIE K,

2017

73% of respondents characterized their 2017 financial performance in

Profitability rose for the second year
in a row, with 73% of respondents

China as either “profitable” or “very profitable”

T3%RI215H

IVERIR 2017 FRELESE IBwNER

&

describing 2017 as a profitable year
for them in China. Like revenue
growth, profitability was strongest
among large employers (>250),
with 83% reporting a net profit for
the year, compared with 57% of
small employers.

BRBEELME LT, 73%8Y
FZihbERIR 2017 FHEEEER
MEH. SUWNEBRAEM, KB
Bl (RTAZRAE 250 ABLL)
HEAEE &R, 83%MARE

AARESZIAFE, NEEAY
B 57% T AFIE.

How would you characterize your company’s financial
performance in China in 2017?

2017 4F 5 2 mIAEAR L 55 1 B AR 52 fn el 2

100% ® Large loss

KBS
® Loss
S

o o R

80% -

Breakeven
@ Profitable
el

® Very
profitable

KIEEF]

60% -

40% —

20%

2011 2012 2013 2014 2015 2016 2017



More than 50%
reported an
expansion in China
business EBIT
margins
T 50% =R EE
TEHEEIVESHNER
@ HiFETETIIEK

More than half of respondents reported their business in China was
more profitable in 2017 than it had been in 2016, primarily due to overall
business growth.

BRI ERT, H2017 FEElSa2RMmT 2016 &,
TEBHETEEI SR,

How do the estimated 2017 EBIT margins of your China
operations compare with those of 2016?

B E 2017 AEAEARL 55 1 B BLRT AR R Wit 5 2016 4E BBLAT
FI)iiE = A0 b fn ol 2

s Down T8
own [

51%

38%

Comparable

B

In 2017, 73% of respondents reported
EBIT margins in China that are higher
than, or comparable to, margins in the
rest of the world. That is an increase from
64% in 2016.

2017 &, T3%MIZRip Il FRRTELE
WS ERFIFEESTHRETH
XMFABEERS ZHF, 8 2016
FR 64% BT L F

How do the EBIT margins of your China operations compare
with your company’s global margins in 2017?

2017 4552 BIAESE L 55 1) B BLRT A S -5 4Bk SR AT A 341

e nr 2

43

® Lower
EFL2KEHR
27 FIGIRE S
Comparable
® Higher

ETEHEHR
50 EIEREERS

2014 2015

2016 2017

o

For members, 2017
margins in China
improved compared
with margins in the
rest of the world

=RelFRR, 2017 F

HAp SRRt R E
EMX BRI



2017 was an especially strong year for the Industrial &

Resources sector

2017 &, TAPMIZRIT AR NIB KIS A58

Revenue growth varied by sector. Industrial & Resources led,
with 76% of respondents from that sector saying revenue
climbed in 2017, a strong rebound from 2016 spurred by a
big upswing in infrastructure spending unlocked in part by
the appointment of new officials in many project leadership
positions. Industrial companies say the outlook is likely to
remain favorable under the direction set during the recent
Party Congress. Revenue for the Consumer sector was up too,
but the Services and Technology sectors remained stable, with
larger segments reporting comparable revenue year over year.

By Sector #{Tk

REATWNERE TR TUMERIT
ARG, ZATI A T6%HZHEIE
2017 FRIUIAIE K, 122016 F2I5E
PR, XEBR/ETHFEZNENSERMR
HREMBIE A ES HH . BIlERTR,
DEREANTAKRFMEENT R T, o]
BEHRENFIR. HETWMABER L
7, MARSITWHRAITWNREFIRE, K
BAEWBMNSEEFF,

How does the estimated 2017 revenue of your China operations compare with

2016 results?

2017 4E e oy mEAE L 55 R B W A T EE S 2016 4FAHEL A 22 1L?

® Down Comparable

TE R

O = B E jo g

Up
3 S

: D : Y 16
28 : : /
= 35 2
777777 : N 33 //
i 33
: 76
66 65 69 62
56 49
' P
2016 2017 2016 2017 2016 2017 i 2016 2017
Technology Services Consumer { Industrial &
anq other RS 4T L YERATAY Resources
R&D-intensive : Tl AnZRITL
industries
BRAFEM
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Growth Opportunities in China
Y38 KA

FH

H

Good growth predicted for 2018, driven for many by an
expanding, consumption-minded Chinese middle class

BEE P E RN Hm A,

2018 FHETFHE K E X RIf

Members expect a favorable environment for growth in 2018,
with an average GDP growth prediction of 6.3%. More than
half of respondents think their industry will grow more than
5% in 2018, with 19% predicting double-digit growth.

Technology and other R&D-intensive industries remain the
most optimistic sector. Industrial & Resources has gained
remarkable confidence, with 45% of respondents in that
sector forecasting growth above 5%, compared with just 25%
of respondents last year.

Growth in domestic consumption and a rising middle

class are driving growth across all industries in China.
Environmental protection, digital technologies, e-commerce
and globalizing Chinese companies are among the factors
that will have an outsized impact on certain sectors.
Respondents continue to prioritize organic growth and fewer
respondents this year expect to prioritize reduction in costs.

HERRE I R, Pt

SHELTIT, 2018 FPETHAF, (]
Fift P GDP TS 6.3%, —HLL LRy
Sk 2018 AT KEBE
N 5%, HeP 19%HEHE LTt 2B
B

BRAT UM BT R RER T AR BIRAR
AEWe TUMFRITITREEOTE, 45%
BRI FIHTIAE KRGS 5%, ME
FFRILBZENRIHEAAR S35 2 5H 25%,

EPVERIEK, TTMARIEE, E2mEiE
BETWETENES AR, HERP. 8F
AR, BFESHTM KRR
RETWFEERFTMW. SF, Zipklvai
SHBENIBKIEE L. FIY, BEERAR
FEEURRIHEWBFED,




Growth Outlook 1&g =

Members forecast GDP growth of 6.3% in 2018
® S0 2018 FHE GDP K 6.3%

Members forecast 2018 GDP growth

of 6.3%, slightly more optimistic than What is your company’s forecast for China’s GDP growth
last year's 6.1% prediction, but a bit rate in 2018?

below current expectations of credit
" A AR 2018 451 GDP MKk 32 % /b2

rating agencies, banks and some other
surveys. China's National Bureau of
Statistics recently announced that China's
economy grew 6.9% in 2017.

=REWFRIT 2018 F£HE GDP 5KiE
N 6.3%, X—FAIFITEEEFR 6.1%
HERM, BRETHFERITEN
. RITNEMBENAARTIT. i
HHEERSIH R AT 2017 F4E

GDP 14 6.9%s.

Survey average
ETKF
6.3%

Percentile 25th 50th 75th 100th

More than half of

What is your or your company’s forecast for your

industry’s market growth in 2018 vs. 2017? reSpOndentS think their
BB A A 2018 4R T T3 K 55 2017 4F 4 LE dn i 2 industry will grow 5% or
more in 2018, with 19%
|4 ] | 6 | ® >20% icti “diai
- 13 S predicting double-digit
5to <10% growth
30 0to <5% W L o
36 o Flat SHi L BRI
s 018 EEGIEKESES
i 5%, 19%8932ip Rt H

5 T A RS K
o

2017 2018



By Sector 1Tk

What is your or your company’s forecast for your industry’s market growth in 2018 vs. 2017?

ST LA T 2018 45T T B K 55 2017 4Kk A2

3 R : . o3 3
hnhn*ﬁ ® 220%
LS o

9 10 to <20%
19 - 13 1 : 5t
: H : 0<10%
18 s T
0to <5%
H H ® Flat THEK
2 L3 33 o <o P
35
) 31
53
e 7
| a 3%
14 v N

2017 2018 i 2017 2018 i 2017 2018 i 2017 2018
Technology Services Consumer Industrial &
and other RS 4T BRI Resources
R&D-intensive P TWAEETL
industries : : :
BRAFIEA
R T
Technology and other R&D-intensive industries remain FAMEMIA R BRI T EWNARI RN, T
the most optimistic. Industrial & Resources has gained WA ZERITAAS Cof#, 45% Bt Tk
remarkable confidence, with 45% of related respondents 18 IR AA TS 5%, 2016 FE{Y 25% B0
forecasting growth at or above 5%, compared with just Wi EE
p /80

25% last year.



By Detailed Sector 1Tit4%

Technology and other R&D-intensive industries

FAR S HAMHRIT

Healthcare Products
EfrFm

Aerospace
=X

20 60 20

Technology/Telecommunications—Services
Rl iR % .
Technology/Telecommunications—Hardware ” 67 6

=iy [ BiE—Et

Services
BRE4T b
Investing

fita

Financial Services

ERIARSS

Transportation and Logistics
EEAYR

Other Services

HAARSS

Real Estate and Development

B MAL

25 75

22 35 30

29 57
39 33 10 [

73 18

Consumer (products & services)
HBEIT (FmMARS)
Media and Entertainment
IRIESRER

Healthcare Services
Er RS

Hospitality and Travel & Leisure
IS IR ARIA

Consumer Products

33 17 33

36 32 18 E

JHER
Educagogn 38 29 5 E
Retail and Distribution
TE5HH 40 40

Industrial & Resources
Tk FnBER T AL
Automotive & Transportation Vehicles
AESTRER
Machinery, Equipment, Systems & Controls
. 18%&. RASES
Agribusiness
RIEE
Other Industrial
Hoh T k4

Oil & Gas/Energy
Al KRS/ 8ER

24 41 6 E
36 15 E

63 13 13

40 45

50 8 8

Healthcare is the
most optimistic
industry; Oil & Gas/
Energy, the least

AotTikep, BTl
AR NEM, BERTT
WA R

220%

10 to <20%
5to <10%
<0to 5%
Flat :FF
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Growth Opportunities & 11&

All sectors benefit from the growing middle class's
increased domestic consumption ®

A RARRTE A, ERBSERINEEK, BTRVEHEMNPTR T

Which of the following are important opportunities for your China business? Please select your
top three opportunities.

AT W6 275 i RE A 8 1 FE A 554 A R HLaE 2

Technology and
other R&D-intensive Services Consumer
industries BTk ST
e B RIR1T
HR S EAEF & T TR

Industrial &
Resources

Digital technologies, Globalization of Chinese
including e-commerce companies and increased
and“Internet +” outbound investment

Addressing environmental
challenges/environmental

protection
HFRAR, GEER RE AT LKA TR b b
s e = HRRIREILAS | RSP
0,
46% 49% 2%
Expanding business to cover
more of China's domestic Increasing customer Urbanization and
market (e.g., entering new demand for foreign continued support for
cities and regions) brands/quality infrastructure investments
RIS EEMEEES ESTIMNE R / RER IR AT BRI 5
FEERTG (Flan#N IB AR KA

M. HIX)
42%

37% 41%

Expanding business to cover
more of China's domestic

market (e.g., entering new
cities and regions)

F RIS CEUBEEES

hEERTZ ( FIg0#HAN
Wi, #X)

35%

Across industries, growth in domestic consumption and a rising middle EREENZ K, PEMENIERE, REfEshES

class are driving growth in China. Environmental protection is the top FERTIANE K, IMERIPE TR ERTIIER
opportunity for Industrial & Resources members. Digital technologies DAV IERENE, FIXHE AR SRS, R A
and e-commerce are perceived as the biggest growth prospects for PSS S NS, F “—H—%" §EiV

Technology companies. And services firms are looking to benefit from
the globalization of Chinese companies as China invests in and develops
trade routes in Asia as part of its One Belt One Road initiative.

T, PEREHEAMNFRTMAZ L, AEEW
WEHEINL, RSTTUBIE BRI MEPIRF,



Organic growth, core business growth and cost reduction are
respondents’ three primary business objectives

BER. Ol SBERUNRREAER LRI =REEBT

Which of the following most accurately describe your primary business objectives in China for
2018? Please select your top three objectives.

VLT Wb 2 e 33 e o W e 238 1 524 W) 2018 4R AEHR [ = 22050k FbR? TR & 3 MR R AL B A%,

® Organic growth ® Cost reduction Other objectives
BB K FEAERRAS HittB4r
0 15% 30% 45% 60% 75% 90%

T T T T T 1
Grow core business (e.g., with current
products, services, customer segments)
Kz SEE

(FRIME~R. RS, BR49)

82

Grow by launching new products
or services 1

B T R EARSS SRHLE K

90% of respondents will prioritize
organic growth by launching new
products or services, targeting new
customer segments or entering new
business (unchanged from last year)

90% RY52 1 1ML BT HE HFT T Ah.
RS UEMMNZ A AN RIMETIEK
(FEFRLERBELZL)

Grow by targeting new
customer segments

B ENRNE P A0 RIEK

Reduce operating costs and improve
efficiency (e.g., headcount reductions,
consolidation of facilities)
RREERAHRBME
(INARAEME. RHEES)

48% of respondents will prioritize

cost reduction by reducing operating
costs/improving efficiency or reducing
procurement and/or supply chain costs
(down from 54% last year)

48% BIZIp BT R REEMAHIRS

Enter new businesses (e.g., vertical
integration, adjacencies)

FRELS NEEES. WBiLIS)

(&)]
w
(o)}

Grow through acquisitions, joint

ventures or other business partnerships - RER . [RARKMAD / SRy 5% R AN S E R,
BT, SRABR A ( KEH 54%)
Hinpm L SESSIIg K

Reduce procurement and/or
supply chain costs 17

ARG / SR A

Retreat from China market

IR REM




Innovation and IPR RIJFET 55030 F=4Y

Innovation remains important to future growth in China

BUFT A ARREPER R BRIKAER

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

BIHA 522 R ARRAE P E R A 2 HE ?

“ “ ® Not at allimportant
******************* RLREE

Important

44 45 £
48 Top three priority

=KESZ—
,,,,,,,,,,,,,, ® Top priority
BEES

31
29 32

2015 2016 2017

17% of respondents consider innovation their top growth priority. Another 32% include innovation
among their top three.

17%B92R IR BB SRIUE KN EBER. 58 32%MZH AN ERIE
KFI=KEF.



Overall, barriers to innovation seem lower to respondents,
but insufficient talent remains a challenge

BHEFR, W RRFeIFH L ERERRD, BATRENAR

— K

What barriers, if any, are preventing you from increasing innovation in China? (Select all that apply.)

DA BB BEERT R AL 1 8t 23 Rl ANAE AR QIR B2 185 B A 0 L

Insufficient talent

R AT

Lack of sufficient IP protection

FIRFIURIP NET

Increased restrictiveness of
data security-related policies

MR IRE IR T 28 XEBUER

Requirements to comply with unique
China standards and/or the inability to
participate in the standard-setting process

FENGRNPERER [ T
S5 EFIEATERNTE

Increased restrictiveness in localization policies

MR IR B A (G ELER

IP localization requirements and/or
technology transfer requirements

FIRFRAHALE R [ S ARFILER

Indigenous innovation policies that discriminate
against foreign-invested enterprises

B T MR E RN oM Rl

Restrictive licensing requirements

PSR AT ER

Insufficient financial resources
7

Government-directed import substitutions
BAFESMHOBR

N
N

—

—

N

' S
w1 Ul — =
~ ~
N
w

@ Policy-related issues

BUERAR K 1B

2017 survey levels
2017 FRELER

Respondents found fewer
barriers to innovation in

most categories this year, but
challenges remain, among
them insufficient IP protection,
restrictive data security-related
policies and insufficient talent.

SF, BHEWIANAR SR
BYBIFTEISEL, (BHMERAFTE,
EHEANRFAEIRIPA BT, #
R ENRHIEEERRS. A
AR,



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

technologies in other markets globally?

Bt AEAER BT B SAERBRE AL TR BT B Bl ?

45

26

B - N -

2016

32

38

2017

® Chinais behind other

markets

PERET AT

China is on par with other
markets

PEMEMHZEE

China is more advanced
than most markets

PEMETAZ MY

® Chinais our leading-edge

digital market
FERRINSIERFTE

°

More than half of
members see China as
more advanced than other
markets in the adoption of
digital technologies

BYFazREWIANREL
Hitth1y, HEXBRT
ARFE IS

In a significant increase from 2016, 52% of
respondents say they have adopted more
advanced digital technology in China than in
other markets.

5208y IR RERERA T EEEM
HIHEATHBIRTFT A 5 2016 F18
£, FBEENZ IR B B K,

Members from the Consumer sector are most likely to view China

The Consumer sector
continues to lead in

the adoption of digital
technology in China.
67% see China as either
the leading edge in
digital or more advanced
than other markets.

ERFRANALE,
FEEEEITI AT
WRERFF ST,

HA, 67%HHZET
Ak, HRERY
BFRAFETSLMN
#, HPEREHFR
ANEEMH T,

HETIR 5

~

as their digital leading edge
A EHEFIANRER Eithh i ERRF LN S

By Sector #{Tk

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

A FESER B HOR S AE A BRIAR T R M EBCF BORH L dn a2

37

37

Technology
and other
R&D-intensive
industries

BAMEAM
HRITL

® Chinais behind other

markets
FEEETHMTS
18 China is on par with other
31 43 markets _
FEMEMHITRE
China is more advanced
43 than most markets
FEGETF RS
® Chinais our leading-edge
= 31 digital market
FEZEISFARFTT
Services Consumer Industrial &
RS 1T L HETL Resources
Tk
............................... BRI



Foreign companies struggle with a number of IT issues in China

EEESMEE

MEEAEISS NI

To what degree do the following IT, data security or Internet-related issues negatively
affect your company’s competitiveness and operations in China?

T EEHAR / Blide s / BRI SC RS 8t 2 RlEAESE S DRI EH 2 KAFE 0 ?

® Notatall Somewhat @ Extremely
BERM B FITRA
I
-
4
3 50 47
49 >4
54 57
. 10 i 33 31
26
Slow Inability to Cross-border Internet Data security/ Data Cybersecurity
cross-border  access oruse Internetaccess  censorship IP leakage localization rules on
Internet certain online via VPN HEEW HiERS / requirements protection
speeds tools J@5d VPN BB ELRFEAGHE ORI ) of criticgl

BESANRE  ABEN M TEEER =R information
HER ERRLEL TEIN RIFEERER
TA Ehtig e E
BHIERIML

Z2Mm
Slow cross-border Internet speeds, inability to access FEIENEIMIREE. — LT BT X150

certain online tools and issues with Internet access via VPN
are top IT-related concerns. Most respondents also have
trouble with related issues of Internet censorship, data

security challenges, data localization requirements and
cybersecurity rules.

K REEET VPN pRIME R RS Il RIRAE S
BRI, ENEEE. HiERe. B4k
ERUMMERZLANAE, ZHRZIHEWHE
[Eshe



Most still believe China's IP leakage and data security issues

are worse than those of other countries

ZHZ N EWITPAEREMESR, REVIDNRFIRISERZ 2

B i

o

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?

RS eR, SHbXaEML, stAREEsE
H T I i D R AL e i 7 55 B AR e B 2 A U
HEOR AL S H/N?

® Riskis smaller in Comparable @ Risk is greater in
China EAEY China
ERERKLER EFERRES

100% - & hz hz hz

80% -
&b 46 45 46

60% -
40% -

20%

2014 2015 2016 2017

52% of respondents continue to feel IP leakage and
IT and data security threats are greater in China than
in other regions where they operate.

52%B9= I EANIAI A, B REMMX,
ERRFROERRERRANSELZ2FE, £
W EPEEIRE AR XL,



Insufficient protection and difficulty prosecuting @
IP infringements are top challenges

MIRFIURIPAEAR R MELUEIFEXERITAZRABIM

What is the most important IP challenge your company faces?

B2yl I I R B B A RN Uk R A 4, 2

Insufficient protection offered by text of IP-related
laws and regulations 5

SRIRFRABR A RMENMX AR HIRIPRE

Difficulty prosecuting IP infringements in court or via
administrative measures 4
MELTEAE OB 1T F R IFRICHIR AT

IP theft by employees
BRIT&RGIR=

Licensing constraints
YFRIPRA!

Other

Hity v

Expectations of technology transfer arrangements
with business partners

XYk P B RS R HEBI TR

Cyber theft

~
=
—
N =
D
N N

This year we asked members about the specific challenges they face regarding IP in China. A quarter of respondents
cited insufficient legal protection of IP and difficulty prosecuting infringements as their top IP challenges.

SE, BB T 2R AETENRF R EME R EGHKE. Tz —80=iHdiAr, &AL
i Z —RFERIRFARRIP B EREM A0S 72 E DU Al LB AR S TEA KR AR AUERIT o



Some sectors share more proprietary information with local
partners and clients than others

BEMISTMEIFUHENERRZETEZLHIER

How much technology and proprietary knowledge does your company share
with your business partners and clients in China compared with those in
other overseas jurisdictions outside your home country?

BL2 AME P E S R AR P R AR AR R, 5B E 2 S
e &b w5 DX A L e ?

4 6 ® Much less

13 26 29 ® Somewhat less

e

No difference

59 EBXER
53 Somewhat more
59 47 &
® Much more
%1R%
16
15 13
8
. .
Technology Services Consumer Industrial &
and other BT swERTl Resources
R&D-intensive T
industries BIEFT
RAFIE M
AT

Industrial & Resources companies share the least proprietary knowledge and technology with Chinese
business partners and clients. The Consumer sector shares the most.

T BRI T AR SIEFENE L AHNEZRHZNERAIRE AR, MEET

WHEHNRZ,
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Investment Outlook and
Business Climate Challenges

>4t B3
R oAl &s=—=

R IBZSE LSy

Companies are warming to more investment in China,
but concerns over unfair treatment remain

RAHHIE NI IER 2T, 1BI5IB I IFRrBBYa el

The investment environment in China is improving according to
more than one-third of member companies. After several years
of contraction, more companies are expanding investment,

yet the growth in investment will remain much slower than
historical levels.

Still, member companies continue to feel foreign businesses
are less welcome in China than they once were. The technology
sector cities "unfair treatment" more than other sectors.

For the first time, regulatory compliance is one of the top

three challenges facing businesses in China. Some companies
in heavily regulated industries say they are not given the
opportunity to engage as new regulations are developed,
leaving them in a position of always having to react to new
regulations, rather than being able to plan ahead. In other cases,
different government ministries have overlapping jurisdictions,
resulting in two sets of requirements for the same product.

Close to half of respondents still feel they are treated unfairly
by Chinese policies and how they are enforced, and are
concerned about their inconsistent and abruptly changing
nature. Indeed, some respondents report plans to reduce
investment in the future.

=pz—UENsREVRER, RENKEF
BIEERE. SN T/VENESE, HREEH
AVIEFEYT ARKHE, BRANEKMATER
FhREKFE,

EAY, =REAABIANIMEELERNZIDIEE
NOLUE. EEEMITY, RARTTIE SR
N7 RAFEFE” o
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BEXK,
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Investment Outlook 1§55 =

The investment environment in China is improving, according to
more than one-third of member companies

=N 2Z—UENZATIWANPEIVE SR EEE

Members overall are more optimistic
than they were last year, but remain
cautious when making investment
decisions in China.

ZREWVEBERRIEEFE AR
M, EEHPEBRERRIDER
SEYI

28
43

36 = 48

The quality of China’s investment environment is ...

HP ] 8 B3 2 35 FA) o 52 e 2

Improving

B

35 Staying the
same

REFRZ

® Deteriorating
45 BRI

41

24

2011 2012 2013 2014

2016 2017

Members are cautiously optimistic about the investment environment

A A
=niE

>

“We have been increasing our
investment in China. Every year we
bring in more capital expenditures,
because the market is still growing
and the environment is becoming

more friendly.”
2018 China BCS, Director of Government
Relations in Chemical industry

“BITEZMA T Xt HE T 1769
REAZFE LG EI KRR 1117
IRBZ i R I R F T
FERIBINEFE LI EE
BN
r018 FHEFSHEREE 1,
FAl, BFXRSKT

W3t BRIRFHERFSE

>

“I'm certainly more optimistic
than | was a year ago, seeing
the engagement of the current
administration on a variety of issues.
Things are getting better, but still not
enough to increase investments yet.”

2018 China BCS, Senior Country Manager
in Equipment manufacturing industry

“BESRIRZITHEN JBES,
SERIIPE TGS ELLEE
DR Mo B — BB A& B 41

FER 5, (818 T 21 IR Z IR
bodio g

018 FHEHSHRRESE 1, RE
fliEl, PEXSE

>

“China is one of the most important
markets for investment—but
maybe not #1 priority in terms of
long cycle investment decisions,
primarily due to the inconsistent
and quick changing policies.”
2018 China BCS, Senior Country
Manager in Automotive industry

‘FERREBENRETGZ—,
BRAFHERNT—EHIEFZLL,
WIF A B KR RIIR E L
=
r2018 FHREBSHIRAEE 1, A
FiTl, FEXEE



Nearly 60% rank
China as a top three
investment priority,
a rise from last year

£ 60% BY= S 1b Al AR
PENAI=AKREE
Ytz —

By Sector #&1Tdk

How does China rank in your company’s near-term global
investment plans?

Hh [ AE Bt 2y W A R B BT TR P R dn il 2

@ Not a high priority One among many Top three priority @ First priority
FRIMFEEENR destinations ZREBAREMZ— HERAZBRM
REKHFBERIMZ —
100% -
HpEuBEaEnoann B
15 12 15 15 ”
80% - . . !
T N 27 34 31
60% - .
47
> ® >8 48
40% = 44 34 37
20% -

2009 2010 2011 2012 2013 2014 2015 2016 2017

How does China rank in your company’s near-term global

investment plans?

Hh EAE Bt 23 R 0T A 3R B BE 3l v R E 2k ol 2

@® Not a high priority One among many

RRMEEENR destinations
REZZEMZ —
100% -

80%
39 33
60% —

40% -

20%

® Top three priority

@ First priority

SARFEBNMZ—  EEREANM
Chinais an
especially important
priority for
40 companies in the

Consumer sector

R HAET
tlvER 7 E

76% of respondents from that

group rank China in their top

Technology and Services Consumer Industrial & three, up from 65% last year
other R&D-intensive BR4T YT Resources ' ’
industries : T B BT
T e v O HESM BB 4= |) B
AT Significant increase 76% Eljf %ﬁﬂ\llﬁiﬂ?q]
&7 from 2017 EFIABIZ AR B, &F
5 2017 FAEELREHEM

EEH 65%.



Investment is expected to recover in 2018, but growth
will remain much slower than historical levels

2018 EFTIMSTEER IS EFEF, BIRENIE KT
@ TFFvkT

How much do you estimate your company will increase investment in China operations
for 2018?

sl T 2018 4 32 A SAE RIS DB 2

n nnnn 77777 o >50%
e 11 -
10 -

21-50%
27 - e 14 12 2= = 1 [ 11-20%
| ] [ 19 25 1-10%
6 23 ® No investment
C i 24 expansion
6 ~ 12 28 7 e planned
35 34 A i FARE KT
9 | ! /
33 / “ .
3 ¥
27 33 | | 35 26

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

After several years of contraction, more companies are expanding investment, but not at the growth
rates of a decade ago.

KR T VERNRYE, BREZHTIVIETEY ATEERSR, BRAEEKEARGHET—F S,



Some 23% of
members have
moved or plan to
move capacity out

of China

£ 3%MRREL
B2t MR
Bt

Rising costs and strategic
reprioritization of other countries
are two key reasons.

PRATETIE IR E tER
BLEEE TR B =M > EER R,

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

fE R =4, SRR G R B BN RS R RE? Bt
Ii) v [ BE AL S 7 RE e R B R e A 42

Il

PE

No (not planning to move)

& (FEIREE)

77%

11%

- . No (but planning to move) Yes & AN

o A (BitxmiEsheEs) N

Rising costs, including labor costs in China

BES S HERNSEMAEFR LA

Strategic reprioritization of other countries

AEHMERRERE

Concerns about an uncertain policy
enviroment

WA HE BRI REA S

15% for Industrial
& Resources

TAPFZRT T

Expectation of faster-growing markets
in other geographies 5 15%
Ht X FEREIEKNTS

Difficulties competing against local
competitors

HUSELRENFRERRK

Expectation of slower growth in China

Pt P ENR RIS K

Market access barriers or policies that
disadvantage foreign companies
FRETU AR FINERITHIHENT
BT R




Most members moving capacity are relocating to elsewhere
in Asia or the US

REPDFe S BRI (R IETE T A5 EIIL )

MEMMXSEE @

If you answered “yes” or “plan to move,” to which regions have you moved or do you plan to move
capacity? Please select all that apply.

WRERE T BE CHHRT , StA RIS R R R U RE? 1S W TR 3 IR

Mexico or
Canada

=55}
ISYNEDN
8%

Developed
Asia

TN AREZR
At

18%

Decrease from 37%

for North America
in 2017 Survey
BETE, 2017 FRERS
FibEMIX GEE 37%

Developing
Asia

TN & EH
ERMHX

49%

Notes: 87 respondents answered this question; Q23c is only asked to respondents that answered “Yes" or “No, but planning to move”in Q23a;
Developed Asia includes Korea, Japan, Taiwan, Australia, etc,; Developing Asia includes India, Vietnam, Thailand, Indonesia, Malaysia, etc.

A 8T URITELEE T X—Al. B 23c REFXMERRE 23a 8 7 ;E D, BFI BRHdl. “WHNREERN

X7 BEHE. Bx. FEST. BAFTE;, “THKRTPERMMX" SE0E. #E. ZE. e, IXRATS,



If your planned increase in investment in 2018 is
LOWER than it was in 2017, this is due primarily
to: (Please select only one)

ISR BT T 2018 4F A I BTKIRAL T 2017 47, FERN
A7 (Hk—n)

Members cite rising
costs as the top reason
they plan to slow
growth in their China
investment

RARIEINE SRR
EFELENEERER @

Higher investment
increase in 2018 vs. 2017

2018 FIFEIBIES T 2017 &£

- Lower investment
-7 increase in 2018 vs. 2017

2018 FIEHILIRIKT 2017 &

Rising costs, including labor

BESMOERNS LR EEF LA

Expectation of slower growth in China or
existence of faster-growing markets in
other geographies

Tt R ER BRI KRR E M X A RIE
BT

25% of respondents
in the Consumer
sector chose
uncertain policy
environment

25% BYEFEITILR)
AR T AHRER
BRI R —I

Concerns about uncertain policy environment

MW RHE BRI REFR R

Difficulties competing against local
competitors

HUSELRENFRERER

Market access barriers or government policies
that disadvantage foreign companies in your
sector

26% of respondents in
the Technology sector

FRTEAT UL AR F O R B AL BT I7 NS EATBUER

Strategic reprioritization of other countries

HAE KB HIERIRF RS

Those who plan to invest less in 2018 than they did in 2017
cited reasons such as cost, growth expectations, uncertainty

about policy, local competition and barriers to market access.

chose market access

26% BIBARIT ALtk
ViR T iz NIX — I

ZRBAITRIFE 2018 FR DN ERZ, TBHTUT
JREA: pAs BRI R EBEREITHAE M. A
REMHIENER.



Business Challenges &Pk &k

Member companies continue to feel foreign businesses are less
welcome in China than they once were

SR NERESIMETEROUASE @

\\

i

! “As China has become more developed, it has become less

| dependent on foreign goods, setvices, technology; and more
reliant on and protective of local industries, technology,

Do you feel foreign businesses are more or ,
less welcome in China than before? ! innovation, etc.”
1
«@W)\jjﬂ‘ﬁfklquj.E,J§Xklrﬂﬁg H5UAHELEA i 2018 China BCS, China Representative in Technology/
! Telecommunication Services industry

f3g e 2 ,
| BEEPEZ R K, X R R 5 S R
T2 BB B AR, B A AR PR L 1Tl U2 6l

"

® Less welcome than
1

® More welcome than
before before h
A B SR L BN ! . .
EEES TSR ,' 12018 FFEBSFFRE 1, RAMBTEERS L
/ PEKE

I

h “In 2nd and 3rd tier cities in China, foreign investment is still

| welcomed by local governments as it can create jobs and

| contribute tax revenues. But in st tier cities, since US clients

| would not move high profit margin business to China for IP

| infringement concerns, they don't see the kind of support that
‘ was common ten or twenty years ago.

1 2018 China BCS, Chief Representative in Legal Services
/ BRI LB LA FIFE Y, TERREIRY — = 26 38 i, AN HH Y

,‘ FFAEE SRAINE 1 25 (B 7 — L 3, EE & P F AR ™~
’ WREFERIE B, TS AF = F DR A F 78 2 RE, AT

1R EEENE+F - FRSX 2 FRREEN,”
2015 2016 2017 I' 2018 FHEMEHEIAS 1, ERRS L, FERE

1
‘;' “Chinese customers are becoming less dependent on US
technologies as the result of strengthened local companies
1
which the government seems to prefer over others.

2018 China BCS, Senior Country Manager in Energy industry

Q ‘BT BE RS L AV Hrn 78 A, FE BB X
ERRA T IETERE T

1, BBRTL, PEXKEE

Negative feeling is shaped 2018 FHREBSFHBE
. . \
by protectionism, \
. \ “Actually | think China will continue to welcome foreign
d ecreasi ng dependency \ investment but doesn't care as much about individual
| investor's contribution to the market, because there are now

\
\ many domestic players in the same field.

and intensifying local
\
\
\ 2018 China BCS, Senior Country Manager in Retail and

competition \
1%1:F| I)‘( y-_l-q:l EFE% E’Jmﬁﬁ*n \\ Distribution industry
\ \ \
) S \\ “SCRE £, B IA IHRE = R 525 [ S B 1R 25, (B R F HL7E =]
AR RS 5 55, AT P REE

ERME. BEANELESS \
Bl R \ I
V018 FHEFSHERE 1, 2EMNHHEL, FEXSE



Regulatory compliance ranked as one of the top challenges
facing businesses in China

mE S EREAEEINMEE!

mAVE APk —

Inconsistent regulation and enforcement as well as rising labor costs, B SHITA—E. ZH_EFANFHEhIM A S8R TR

a shortage of qualified employees and increasing protectionism PN B ARBERIPE N, (RAZIMEFFIBEMH R,
remain top concerns.

Please rank your top five business challenges in China

TR BT 2 F]AEARY 55 S M R K FLAS B L DA -

New to top 5 (from
No.8in 2017)

BARRFINGIAN (fE
2017 AR EHHEE/)

Increasing
Chinese
protectionism

RERFRFEX
TR

32%

Shortage Shortage Shortage Obtaining
of qualified of qualified of qualified required licenses

employees employees employees BSHEE
HOSHEHNRT | ROESEHNAT | ROESEHNAET TF AT IE R

35% 37% 42% 29%

Shortage Shortage Shortage
: of qualified of qualified Shortége of qualified Shorte?ge
Corruption of qualified of qualified
management management | management |
L Bhob A 440 Bhob A 44D e B AR e
S a= b S a= b TN H= s a= d PN He=
209, ok gl 5o amannT RS Gl AR T

29% 32%

31% 32% 30%

Shortage Increasing Increasing

of qualified O.btair?ing Chinese Industry O'btair!ing Chinese
required licenses . . required licenses .
management protectionism overcapacity protectionism
AT isEx PERFEY | FLeta [ HERIE N
=18 AR VFR]IE TR VR ] IE B RUFFR
0,
31% 29% 29%

30% 30% 32%



10

11

12

There is widespread agreement on the biggest challenges
to doing business in China

N EEEFNEANRS, SREVEL—H

® >50% 25-50% <25% .

Expanded list of 2018 top challenges
2018 FikHkiE (FRYIR)

Regulatory compliance risks

36%
BESARR °
Shortage of qualified employees
ge o die e empoY 32%
RZEEHNRT
Increasing Chinese protectionism
N 32%
FRERIPE X TR
Obtaining required licenses
. 28%
FRENAR KV PIIE14 ERI5
Shortage of qualified management
N o 26%
ROSRHEEAR
Internet access quality and/or censorship 53%
(0]
BEWEBBRENHERK
Unfair or onerous taxes
21%
RRFHEENHIL
Industry overcapacit
Y pacty 21%

T BET R

Requirements to comply with Chinese standards or inability to
participate in standards setting 21%

BRAEGHEE / FEESMARAERIE

Intellectual property rights infringement

20%
ARFAV B ’



Inconsistent regulations and enforcement, rising labor costs and
regulatory compliance risks are top challenges across sectors

SEEEMBTR—H. SE A KRS S S X
» S\ EIRHEBHE

By Sector {7k

Please rank your top five business challenges in China

TR I H B2y RAEARY 55 5 iR R I A R Lk Bk K

Technology and
other R&D-intensive Services Consumer
industries RS2 {TAL S ERITA
iy VA& FE1TI
B S HAF &L Tl AzRe

Industrial &
Resources

Increasing Chinese Shortage of qualified Shortage of qualified
protectionism employees employees

FRERIP E X RBETFHR SRR T HOSRRT
50% 41% 42%

Difficulty obtaining
required licenses

BY{SAB X1 nT e R R
34%

Industry overcapacity
T =R

32%

Difficulty obtaining Increasing Chinese Increasing Chinese

required licenses protectionism protectionism
BYIS AR VF RI IE A FRERIP 3 XA ETFH R HRERIP E X R

42% 32% 29%

Note: In 2018, “inconsistent regulatory interpretation and unclear laws"includes “inconsistent/unclear laws" and “inconsistent enforcement”

A 12018 FIRES, TERENMRITA B/ NERERE 8F TREENRNERE Xk WITTAE .



Regulatory Environment M &EIf15

Close to half of respondents
still feel they are being

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

companies? treated unfairly when it
P AEAT M S o Ml AE BORF R AT 7 1 78 55 A H i comes to China's policies
M A EE el ? and enforcement

5 | “ (] For?ign (;gr;'lpanties retceive i&ﬁ‘ﬁgiﬁﬁ:\ﬂ{&ﬁj\ii}\ﬁ I:Fl E/\]
referential treatment vs. N
I%cal comlpanies ! H%*D Tj‘l}fyrjﬁx/&$

HIRBIRERERFE

Foreign companies are

treated lly vs. local

companies [ )

HNEBIRERFTE

® Foreign companies are
treated unfairly vs. local
companies

SNREEVRETAFRFE

40
45

2016 2017

By Sector Tk

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

TR AEAT ML W B A MV AL BOUR BOR A IAT 7 T A 738 5 AR sl A B dn il 2

@ The Technology preferentialtreatment vs. treated equally vs.local ® feated unfaty vs.locel
sector reports e A — R LR ETATEE
the highest
percentage of
unfair treatment ’ / 8 6
RATIbARR 38
R AR Y . ”

tEfl&S

Consumer company 42
members are the least
likely to experience unfair
treatment.
Technology and Services Consumer Industrial &
other R&D-intensive &= SuERs— Resources
LS EL industres il AR AmEeL

BIFRATo BATEAM LTI



Market restrictions and unfair enforcement of rules and regulations are
members’ primary complaint

SR FENEREHFREFFERA @

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

BN A R A RAEWREE )T 5 MR A RIAHEE , 5230 T AR A2 BT A E .

Prohibitions on
market participation
and enforcement of
rules are among the
top 3 areas across

Prohibitions/restrictions on market participation

#itk / REIH 7SS

(9}

Enforcement of rules and regulations

MEBHIERIRIT

ul
N

sectors
Government financial support/subsidies [REITIZE5MME
(e.g., R&D support, input costs) HIERTHZTIE
BB | 06 (AIRE R, BARESE, ) ERATIHENS T
B-HHEZ—

Licensing requirements

FFRIER

w
(G}

Public procurement regulations and behaviors
NHERMERAITH

(]

Ownership/JV requirements
FREN | GREWFER

N

IPR protection

N
(e

FBRFAURIP

Access to favorable financing terms

RSN ERARMF

Customs procedures

BXFENER

Other
Hith

N
N
w
(o))
(9]

ﬂ
—
S

More than half of respondents agreed that
restrictions on market participation and
enforcement of rules and regulations reflect
how their companies are treated unfairly
compared with local companies. This
sentiment is shared across all sectors.

B B2 WA, THE5RIRE
FERENPIT T AT EEEINEES N
RPN ERNFBENEERI S MTIHE
[ BT KARRIIE 2o



469% B3 1 AL X R EBUR R — 5 FF
WHZIREED, 5EFEN 34%ELA
FifEm. BIMABFHU LRI
X MR E I EEo

46% of respondents are confident that

the Chinese government will further open
China’s market, up from 34% last year. Still,
more than half of respondents were unsure
or doubted that further opening will occur.

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

TR B HE b E B FEAR R Z 465 8 — 8 AP it %2

® No
17 &
Unsure

RHE X —F A EH IR
37 ® Yes B0 EE

=

Confidence is growing
that the Chinese
market will become
more open

40

2016 2017

There is mixed sentiment toward the Chinese government's
opening up of the market

SHREBFARHSRNSER—

>

“China will further open
up. We see progress on the
establishment of Free Trade
Zones and the Negative List is
getting shortened.”

2018 China BCS, Senior Country

Manager in Financial Services
industry

‘PEF=H— LK. BlIE
BT B EAR ZX 5 E X
1FH9H [, A R P BB B IETE

=~ }-EO ”
2018 FHEHSIERE J,
TRIRS T, PEXKEE

>

“Statements are made on China's
commitment to further opening
its markets to foreign investments
but some local governments'
actions are counter to these
statements.”

2018 China BCS, Senior Country

Manager in Healthcare Products
industry

“HRE] S H — R INER
K517, 18 —LEHh 5 B FFA9 2 15
XL EE M.
r2018 FREHSHIFEPE I,

B @il , FEXSE

>

“We see numerous policies
that hamper foreign-invested
companies, and also major
market distortions being
permitted in order to force
technology transfer.”

2018 China BCS, Senior Country
Manager in Agribusiness

“BANIBEFZ M KT T ELE

SMEBY R SR AN T B & 1E Mk

TR AN FELL T A ¥ i IR
BIRRFTE"

2018 FHEBSIMFEE J,
RilvEETI, PEXSE



In the last five years, China’s enforcement of IPR has:

IE AR, EE RN U HE R AT 7 1 -

AlmOSt a” membe rs 100% i - . ® Deteriorated
- Bt
agree that IPR
f t ha S been N Isrtr;?/gt):ivte}?eos;me
nforcemen
enforceme R HERRSTDE
stable or improving in 6070 -
recent years

£REUNF—BOAR
EERFEMRERT
ENRENERSRE

EZEFE%EE}F - 2014 2015 2016 2017

80% —

40% -

Most members acknowledge China’s efforts to improve
the transparency of its policy development and
communication process

ZHLRMN\TREERESIEISEEREE LNESL @

62% of respondents said China’s policy
development and communication
process has become more transparent in
the last five years.

How has the transparency of China’s policy development

and communication process changed in the last 5 years?

T AR, v R R JEE A vy I AR PR3 W A e AR A 2
Remained the same EfEERMBN S EEATEH
RETE KR,

Decreased

T

Significantly
o decreased

P RN

Significantly
increased

BEEM

Increased
1Em




Technology and Services companies are
the most pessimistic about China’s regulatory
environment

BATTU ARSI TR B FREREESE
=N

By Sector &1k

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

B A R AR I S A TR B 9

100% —

11 ® Pessimistic
14 13 8 14 R
24 21 19 ® Slightly
pessimistic
80% | BRAER
27 Ne_‘u_tral
Slightly
optimistic
60% |
= HRF
36 ® Optimistic
38 FI
34
40% 34 33 37 37
33
20% ) 20 26
21 20 18 20
9 8
; 1 3 3 5 3 2 !
2017 2018 2017 2018 2017 2018 2017 2018
Technology Services Consumer Industrial &
and other RS 4T Sy ERATAL Resources
R&D-intensive TlAnzRIT
industries
RRAFEM
i &RITI
While optimism that China’s regulatory process will BRAEEZHEINHEN S ERFSEABEF
become more open has increased, 73% of companies FMEE, 18 73%[ 10Xt 5% AR B oRIFS
remain either neutral or pessimistic about the overall T HIEMSE,

environment.



HR Challenges and Priorities AN A EHHESHEZZ2

Rising costs of labor and social benefits and difficulty
terminating employees remain the top human resources
(HR) challenges

AU IS h NIRRT = E%JEJZZLYLX&%&FEE\IE’JIXEH‘EM

E)\jj J\/
65% of respondents include rising salary and wage 65%MZIHEWIANA AR IREFEHN=KERR,
expenses among their top three human resources FHMERM Y280 —,
challenges.

Please select your top three human resources challenges.

T B2y H) H AT R R =R T B IRk .

Difficulty attracting skilled
executive/managerial staff
HEURS I ZBFENFE /
E EE)\J\
46%

Difficulty attracting skilled
executive/managerial staff Difficulty terminating Difficulty terminating
LRG| RREENSE / employees employees
BEAR MELFIRAT MHUFHIRRAT
33% 28% 32%




More than 90% of

What is your expectation for how much your average

respondents expect labor costs per employee will change in 2018 vs. 2017?
labor costs to ST 2018 4520 H 1) A BI55 81 AR 55 2017 SEAREL
increase in 2018 (LR
HiZ 90% =11
it 2018 EE{JIj?z:jJ -19_ -19_ ° T;(t)%do/
N (o] %
@ JEixsEA
® Flator
declining
R T
While 22% expect average labor costs per 68 72

employee to rise more than 10%, 72%
anticipate the increase will be less than 10%.

BIR 22%NZIH B TR ETIAIR
REEIESEBE 10%, B 72%M=ihE —“—n—

FHEIETE 10%, 2017 2018

Employee turnover is on the rise

THRERTEELF o

One-third of members report that rates

How does your employee turnover rate in 2017 compare of employee tumover were higher in

with 2016? 2017 than 2016.
19 2016 FFHIEL, 2017 Akl BY L4 el 2 =5 maRELES, 20174
MR T REEL 2016 F£5,

8 ® Significantly lower
11 BERRE

Lower

FEAEE

8 About the same
= > RETE

® Higher
1N

@ Significantly higher
EE1EM

2016 2017



Companies' recruiting and retention struggles linked to
® both environmental and market factors

VRN E 5 T EREER 2R S H iR R

Which of the following factors are significant challenges to your organization’s ability to recruit
and retain talent to work in China? Please select all that apply.

Br oy ] RETS FRHS AR AL AE AR AR N 552 B DU WIRLE R 3R A5 i 2 365 e % T A 3 1 B 8 00

@ Environmental Market factors 2017 survey levels
factors hHER 2017 FPELR
MERR

52
45
19
4

Poor air quality High cost of Domestic Internet/media Food/water Slowing growth Other
SERSE living competitors censorship safety concerns in China’s Hith

HSERAS more attractive B / B/ economy

ERNESENF BT KBZEHE FREZ

=1 Eb) BKNIE

Poor air quality and the high cost of living are the two most frequently 1MV IBEERIREBAA BT, HEIRIINFARAESTSHENE
cited factors hindering companies' ability to recruit and retain talent. MAEFRARS. SF, XHAETN WML EET A,
Two factors having a larger impact this year than last are competition FEEMER: —2/eEIEEERS| HHRELIHSES,

from more attractive domestic companies, including start-ups, and Mo = 2T AR i A B R T AR
y — S 0 YHERR o
intensifying censorship of the Internet and media.

How does your investment in China affect your employment
levels in the US?

2% L A B A B0 3 S ALK T 2

Modest reduction in number of
employees in the US

EER R KB MR Few companies
O

report any effect
No effect ber of Large increase in number of
egsloi/cee(;?nntl:\rzuesro employees in the US on US employment
HEERTHRELE KR R KA B 0 due to investment
i 80% o ) .

in China

Modest increase in number of

employees in the US E%}EH%}‘LSJZZ{%E

EERRAHBVIMEEK s
TR R



Across sectors, training and acquiring talent remain the
top human resources priorities

@ BIMBHATMESTULANERNEEMS

This year, there has been a shift in priority from finding, hiring and bringing talent on board to investing
in and developing existing employees.

SE, ANERNIEELELNSH. BENSIHATRARANLZREVAIER .

What is your organization’s top human resources priority for 2018 in China?

2018 4 52y wl A E N T B0 i AR5 2t 40

@ 2018 2017 survey levels
2017 FiEELE

Developing employees
ARRU AR

Finding, hiring and onboarding
the right talent 25

REBAT T K. BEMER

Rewarding employees appropriately 11
BRI AT Top 2 priorities
are the same
) ) across sectors and
Structuring to meet business needs 9 .
BB S BRI EA company sizes
BT U A EMMRE
AR AEEE
Managing employee engagement 9 P
BIBR TRV 7
Aligning the organization 6

HEhAR AR

Embedding cultural change 6
SERXUBE

Downsizing organization size and scope 4
ZENAL IR 5535 E




Section IV U245

Policy Implications

BERAER

While there is cautious optimism that the investment
environment will improve in 2018, member companies

are looking for the Chinese government to increase the
transparency, predictability and fairness of the regulatory
environment. Members also say that improving access to
officials and enforcing policies and regulations only after they
have been formally published and consistently implementing
national policies at the local level would significantly improve
China’s policy development and communication process.
Respondents from all sectors said it would be especially helpful
if the US government advocated more strongly for a level
playing field for US businesses in China and used investment
reciprocity as an approach to improve market access in China.

A growing majority of members believe positive bilateral
relations between China and the US are critical. This survey,
conducted at the time of the 19th Party Congress and President
Trump's state visit to China, found members with a much more
positive outlook on bilateral relations than they have held in
the past. Some 36% of members felt bilateral relations will
improve in 2018, much higher than 2017's 17%. Responses that
came in after the visit were slightly more optimistic than those
registered before the visit.

SAEEIRT 2018 FHERABNREZLERNE
BRUSE, ERasRElBiRFPhERFRE
RERERNSBERE. AIFUMENQTE. &
R AEBTREE M AERE, FiE
NAREREMEBTRE, FRHERERBER
FERHMELER—E . BAXEREFSZIWRA
FEERARBIRMNE, BR AR EPE S EBERM
BRI R, BITUHRINENRR, NREE
B AEEEVRAFEEEFHNATRESEIF
%, HEREERABEUREEZERUEFRE
WHZEN, NFEELENEETLUREEXR
GSEE

HAREZNEREWINS, FERERRLRR
BRAEXER, XREFHTARNEHE S
SZneME A RBEE A, SREWIIHEX
AWEELLTEFNEZ, 495 36NN 5
N, 2018 FEVARRZEFINE, XTMEFT
BT 2017 FB 17%. RS SRILEZRRER
MIEEREE B IERITEE R Mo



Policy and Enforcement Il 51T

Companies are looking for more transparency, predictability and
fairness of regulation
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Please rate how significant an impact the following changes to the policy environment
would have on increasing your company’s investment levels in China.

VAT BORPIEAE AU BT 2 RIESE TR AEBEBTR T £ K52

® Not at all significant Not significant Somewhat significant Very significant ~ ® Extremely significant
TEREXM AU N e FIL R EE TmEE IR EE

Increasing the transparency, predictability and
fairness of the regulatory environment

ReEPESEFRIERE. AT URA TS

29 30

—
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Limiting the use of industrial
policies that create barriers

IREIEASEIEEE 21TV IR

N
N
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26 20 5

29 20 n

34 22 15 H
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Providing recourse for unfair
treatment of our investments

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

SVFHN B FIZ RAHT L S5 E 7 Al )

Allowing us to take increased control of our China
operations/reduce the need for a local business
partner or joint venture
AVFEAMEY B 5P E SavEH /DS
A SERET AR RABRER
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Reducing the need for us to
engage in technology transfer

ORI NTEER

37 22 9

Allowing us to make more acquisitions
of companies

SVFIEFEH AT B U

N
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44 18 10

[~

80% of respondents said an improvement in transparency, 80% MW R, B2 SBMMERERRE.. I3
predictability and fairness in the regulatory environment would R AT MBI IME RIS B EE A B A,

have a significant impact on investment.



Across sectors, increasing transparency of regulation is the action that
would have the greatest impact on increasing investment in China

R E B ST LR R E A

By Sector %17

How significant an impact would the following changes to the policy environment have on
increasing your company’s investment levels in China? (% choosing either "extremely significant"
or "very significant")

VAT BRI BEAEALR Bt 2 RAR THEAR B BTK T 2 K ?

Technology and

other R&D-intensive Industrial &

Consumer
Resources

Services

industries

BAR S H AR R IT

Limiting the use of
industrial policies that
create barriers

REIERASHIEEZ2H
1Tk BER
41%

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

SRVFHENBHIRIREY
Ml S RAn

33%

Limiting industrial policies that create barriers for member companies

ARS5 1Tk

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

RPN B #IRIREY
Ml SR
29%

Limiting the use of
industrial policies that
create barriers
PRAEIE A = HIEEE 22 RY
T B SR

27%

is also important to members from all sectors.

HEATW

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

RVFHNBFIRREY
AN S At ba)

28%

Limiting the use of
industrial policies that
create barriers
REIEASHIEEZM
(256

28%

WEMTUHNERE
PUFERRIB Rt IRE R,

TAkFZERITI

Limiting the use of
industrial policies that
create barriers

IREIER = HIEEEL2H
TV EER

41%

Providing recourse for
unfair treatment of our
investments

AEHEFNP AT
TR AtEIFEE

29%
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There is cautious optimism that the investment environment will
improve in 2018

@ XY 2018 FRERAMELERIE

BRNSE

How confident are you that the investment environment for foreign
of a State Council notice companies 1n-Ch1na will improve in 2018, per the following dimensions
about encouraging outlined in Circular 39?

foreign investrment, most B 2 KNG, INAPREFIMNEILTE 2018 4F BRI IR iz E &k 39 5
members have at least some SCFRA B AR YES 2 2k B9

confidence the investment

environment will improve, High confidence Limited confidence ® No confidence
particularly regarding RBREL BFFRE BARED
facilitation of the entry and

exit of foreign talent.

Following the publication

18 17 20 17
MEESEET (TR )
SN K TR0
MYy, KSHERGLF
SR EH AR B
H—EHED, BIIRE 71 A 71 8 70
A GBI 123 TR
A At B HIE

B B = B B

Reduction of Enactment of Improvement Facilitation of Optimization
market access preferential of investment entry and exit of the business
restrictions financial policies  environment in for foreign environment
on foreign sIERER national-level talent HAT LIRS
investment B development BINEAA
WEINEIR A EERE NIEFIH IR

TIZEN FFRXEHEIFE

How would you characterize the transparency of China's
policy development and communication process?

Al PE v I BOR R RN ) SRR A 2 Most feel China's pohcy
Not transparent and development and
causes us to reduce our . K
investment level in China communication process
TRiEA, SEENEEE :
R IS hot transpa rent yet

o say it does not hinder
their decision to invest

Not transparent
but doesn't hinder
our decision to

in\festin Chini 67% %g&ﬁiﬁﬂéﬂ Dﬁ:‘ﬂ%’cq]ﬁ%lj
Z:Jéﬂﬂ: {EZ:E&E — SN . ] 4
BBRAEFERE Transparent Eﬁy%ﬂ] /@Jﬁiﬁg JQT_%EZ:/DJQ
HRTE btz
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Certain steps could be taken to improve China'’s policy
development and communication process

. \‘/
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What one step would most significantly increase China's policy development and

communication process?

AR — T4 it K fo 8. M B v o I O BOOR R AN A 2

s

Make officials more accessible for discussions
about policies, laws and regulations
ILEREAZMBER. JEEN
EREITIVIE

Increase adherence to the requirement
that only published laws and regulations
are enforceable (e.g., eliminate use of
window guidance)

INERIEST LB MR AR
EMEIHITHX—ER

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

IR A BT 785) 7 ##

FRREFFHIEER. ERFER

Provide a minimum 30-day comment
and response period for all draft laws and
regulations

HFFBRERENIRHERE 30 XHY
e W R HARR

Ensure the publication of all draft laws
and regulations

WRFTEZREMNERN RS

Other
Hith

policy consistency
and transparency

e BRI

Steps to improve
BEAERVIETE

14

15

Respondents say improving access to officials,
enforcing only published policies and regulations
and consistently implementing national policies
at the local level are steps that would significantly
improve China's policy development and
communication.
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Shanghai, Guangdong and Beijing are the most successful
provincial governments at attracting foreign investors

ETHEE. RSB B R I R A S E
SRR @

Which provincial governments are most effective in working with and attracting foreign
investors? Pick the top three from the list.

WA e IX IR B 2 Rl B ER AT 2 MR P 3 A4

40% Northeast
chapter members
pick Liaoning

40% NAILDER

. abrin =S U
Liaoning

Beijiig e 56% Tianjin chapter
members pick
Shandong Tia I']j in

Jiangsu 56% E)‘] f?ﬁﬁ/ﬁ\%
“Shanghai Eﬁ%%;i

Zhejiang

Sichuan el

58% Wuhan chapter
members pick
Hubei

58% NEUX D &R
babrinErikld

0%-5% 6%-10% 11%-20% 21%-30% @ >30%

Other coastal areas do well too, including Jiangsu and Zhejiang.
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Bilateral Relations i1k %

A growing majority
of members believe
positive bilateral relations
between China and the
US are critical

R ZR = R
185, RENHEXR
EXBE

i

78% said it was "extremely” or “very”

important, up from 64% in 2015.

8L 2015 FHY 64% Zipll, S
B 78% BZiA W IA N RERIA X
Z “RE” % “IFET B

By Sector 1Tk

How important are positive bilateral relations between
China and the US to your business growth in China?

RLEF I SO0 56 A% B

100% -

80% |

60% —

40% -

20% -

35
32

33
40 43
31

NEHERN SR A 2 HR?

@ Not at all important
TRTEE

® Notimportant
FER
Somewhat important

LR EE

Very important

FEEE

® Extremely important
REEE

2015 2016 2017

How important are positive bilateral relations between China and
the US to your business growth in China?

RAFHI R SER A R A5 A RIRAER S HRA £ HE?
® Notatall Not Somewhat Very ® Extremely
important important important important important
REFEE TEE HREE FEEE REEE
100% - —al— —az— = -
11 16 21 22
80% —
27
60% : 37 38 36
40%
20% 40 38
0
Technology Services Consumer Industrial &
and other BRS 1T L SHETL Resources
R&D:intensive TUAFRETL
industries
BRAFEM
H&RITIL

Positive bilateral
relations are
important to all
sectors

RIFBYFREIGL
REAXSEMTILHIGR
HEEE

56% of respondents from the
Technology and other R&D-
intensive industries said positive
bilateral relations are extremely
important to their business
growth in China.
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This survey, conducted at the time of the 19th Party
Congress and President Trump’s visit, found members with
a much more positive outlook on bilateral relations

KR RHEHTNARNFASE S0 R FENEE RN, =5ad
WP EDAXZE T EANRUNESE

What is your outlook on bilateral relations between China and
the US for 2018?

RN 2018 4 SN 5K 7 M AR el 2

@ Will deteriorate
16 BREN

Will stay about the same

BaRERRK
® Willimprove
48 BamE
50
2017 2018
36% of members felt bilateral relations will 36%N=RBWINAFENAXRTE 2018 F
improve in 2018, much higher than 2017's 17%. SHEFNE, T5T 2017 E£89 17%., @it

More than 80% said relations will improve or stay S0%MIL B IN AN X R ER 4
the same. RN



Stronger support and actions on trade and investment are the

steps the US government could take to best help foreign business
in China

@ ZERFZRBEEECNSENERMENRBNRANZHFNITE

What top action can the US government take to help foreign businesses in China?

5 [ BT RE R U 2018 BAT SR TR B AE AR R S E Al 2

® Actions to create a level ® Action on regional free Other trade- and Other actions
playing field trade agreement investment-related actions JEHEE
TEREE TEE LHREE
0 10% 20% 30%

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

AEFENEER L EFR—PRFNEFIFR

Advocating for
a level playing
field and applying
Apply investment reciprocity as an approach \nv‘estm_em

to improve market access in China 1 reciprocity are
BRABEFEANLETETIHENN—FAER among the top

3 actions across
Pursue a new multilateral regional free trade

D
(\e] .

and investment agreement that includes the US 1 sectors
IREEREFERFHHIZBX I (EIS NS =37 S 1]
HRASMRADE VR .
. SR HISTHER A
rovide more assistance to US companies in China &= Y Y]
(commercial support, negotiation assistance, etc.) 12 FIN - TT%E@‘E?EK
Pt ER R E AR E S 0788 BBy =AF5HE

(B0 - ks s, RFIMEIES. )

Conclude negotiations on a high-standard
Bilateral Investment Treaty (BIT) 10

SR MEATEWRVISANE (BIT) %)

Encourage and support more Chinese
investment in the US 9

RIS E S RENERE

Accommodate China's foreign policy
interests in Asia 4

BT R EET NS B SR

Advocate stricter enforcement of China's
existing trade and investment agreements 2

Bt TTENAEN R BREDE

Be tougher with China on foreign policy
interests in Asia 1

Xt R ] SR it BB ISR AR RO T NS 3T B AR 2







AmCham China
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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

BAIN & COMPANY (B
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Shared Ambition, True Resulbls

Bain & Company is the management consulting firm that the world’s business leaders come
to when they want results.

Bain advises clients on strategy, operations, technology, organization, private equity and mergers
and acquisitions. We develop practical, customized insights that clients act on and transfer skills that
make change stick. Founded in 1973, Bain has 55 offices in 36 countries, and our deep expertise
and client roster cross every industry and economic sector. Our clients have outperformed the stock
market4to 1.

What sets us apart

We believe a consulting firm should be more than an adviser. So we put ourselves in our clients’
shoes, selling outcomes, not projects. We align our incentives with our clients’ by linking our fees

to their results and collaborate to unlock the full potential of their business. Our Results Delivery®
process builds our clients’ capabilities, and our True North values mean we do the right thing for our
clients, people and communities—always.

Bain in Greater China

Bain was the first strategic consulting firm to set up an office in Beijing in 1993. Since then Bain has
worked with both multinationals and local clients across more than 30 industries. We have served
our clients in more than 40 cities in China and now have three offices in the Greater China region,

covering Beijing, Shanghai and Hong Kong.






This report can be downloaded at www.amchamchina.org/policy-advocacy/business-climate-survey

AmChamcChina
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The American Chamber of Commerce
in the People's Republic of China

PEEERS

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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HiE: (8610) 8519-0800

f2H: (8610) 8519-0899

Ptk www.amchamchina.org
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