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The American Chamber of Commerce in Shanghai (AmCham Shanghai),
known as the "Voice of American Business" in China, is one of the largest
i American Chambers in the Asia Pacific region. Founded in 1915, AmCham
Shanghai was the third American Chamber established outside the United
States. As a non-profit, non-partisan business organization, AmCham Shang-
. hai is committed to the principles of free trade, open markets, private enterprise
: and the unrestricted flow of information.

AmCham Shanghai’s mission is to enable the success of our members and
. strengthen U.S.-China commercial ties through our role as a not-for-profit
. service provider of high quality business resources and support, policy advoca-
cy, and relationship-building opportunities.

: Find us online at www.amcham-shanghai.org
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At PwC, our purpose is to build trust in society and solve important problems.
. We’re a network of firms in 157 countries with more than 223,000 people who
! are committed to delivering quality in assurance, advisory and tax services.
Find out more and tell us what matters to you by visiting us at www.pwc.com.

PwC refers to the PwC network and/or one or more of its member firms, each
: of which is a separate legal entity. Please see www.pwc.com/structure for
. further details.

: PwC China, Hong Kong and Macau work together on a collaborative basis,
; subject to local applicable laws. Collectively, we have around 600 partners and
i 15,000 people in total.

: We provide organisations with the professional service they need, wherever
they may be located. Our highly qualified, experienced professionals listen to
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allows us to help co-create solutions with our clients for their sector of interest.
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Chamber Message

Welcome to the American Chamber of Commerce in Shanghai’s
2017 China Business Report.

This report is based on the results of our annual China Business Climate
Survey, one of the longest running surveys of U.S. business in China that
began in 1999. The report reflects the views and insights of our member
companies based on their considerable experience doing business in this
important market.

In this year’s report, our member companies report improved profits and
revenue growth, but at similar levels to those experienced before the economic
slowdown in 2015. Optimism about the five-year business outlook was flat, as
companies face a brace of old and new impediments to doing business. Some
challenges, such as agile, web-savvy domestic competitors, we welcome. But
government policies and regulations that favor domestic companies over
foreign businesses should stop. Transparency, while improved, remains
woefully behind the norms of developed economies. These challenges notwith-
standing, American companies are committed to China, and a growing number
are taking advantage of the opportunities offered by trends such urbanization,
discretionary consumer spending and Chinese demand for better healthcare
and education. Yet new government policies designed to foster Chinese nation-
al champions are prompting others to wonder about their welcome.

U.S.-China commercial relations have brought immense benefits to both coun-
tries. We welcome actions by our governments to address longstanding market
access barriers and allow the bilateral commercial relationship to realize its full
potential. The “100-Day Plan” has brought some early results, but it is important
that those discussions also underscore the importance of genuine economic
reform in China. Only that will create the more level playing field that will in turn
create business opportunities for U.S. companies.

This year’s survey was conducted between April 11 and May 7, 2017, and had
responses from 426 companies. The survey included questions designed to
measure trends in company performance, challenges and investment, as well
as questions about trade policy, hiring conditions and trends driving business.

We are grateful to our survey partner, PwC, for their support, as well as to the

hundreds of executives who participated in this year’s survey and shared their
thoughts.

Ao pite et st

Ker Gibbs Kenneth Jarrett
Chairman President



Executive Summary

Halfway through 2017, American companies are reporting an improved market environment for their
goods and services, but a difficult policy environment that poses long-term challenges to the success of
U.S. companies.

Policy Environment: Significant concerns about market access, industrial policies and basic fairness
persist. Most survey takers (56%) believe Chinese government policy still favors local companies over
foreign companies. By industry, healthcare and hospital services (88%) felt this most acutely. By sector,
retail was most impacted (73%).

Most respondents believe Chinese government policies toward foreign companies have remained the
same (40%) or worsened (33%). Only 28% see improvement.

Five-year optimism levels were flat at 80%, or 10% below levels seen several years ago. This reflects
continuing concern about China’s unclear regulatory policy, the lack of meaningful economic reform,
growing domestic competition and slower growth.

Investment: The number of companies reporting China as their number one global investment priority
dropped 5.4% to 23.6%. One in five companies is redirecting investment to other locations, with South-
east Asia the top destination.

55% of companies increased their investment in 2016, lower than the levels observed two to three years
ago of about 64-65%, and 74% in the 2013 survey.

Business performance: Performance metrics for most companies improved in 2016, reflecting the
government’s mid-year stimulus, which helped recharge the economy in late 2016.

73.5% of companies reported revenue growth in 2016, recovering from the 61% recorded in 2015. Retail
and services performed better than manufacturing.

More companies were profitable (77% vs 71% in 2015), led by the non-consumer electronics and
pharmaceutical/medical devices/life sciences industries.

Challenges: 60% reported that China’s regulatory environment lacks transparency. Lack of IPR protec-
tion and enforcement (64%), obtaining required licenses (63%), and data security and protection of
commercial secrets (58%), were top regulatory hindrances to business success.

The top three operational challenges was a familiar list: rising costs (93%), domestic competition (82%),
and lack of talent and capabilities (78%). Seventy-nine percent of respondents reported increased
competition from private Chinese companies.

Policy response: 40% believed the U.S. government should use investment reciprocity as a tool to
gain greater market access in China for U.S. companies.

Our members ranked the pursuit of multilateral free trade agreements (32%) and stronger advocacy for
a level playing field (27%) as the top trade priorities for the U.S. administration. Sixty-five percent said the
Trump administration has had no impact on China investment plans.

The improved results for U.S. companies reflected in this survey will not last unless China adopts signifi-
cant reforms to eliminate market barriers, level the playing field, and provide a transparent and stable
regulatory framework.



Introduction

At the mid-point of 2017, the business performance of many
U.S. companies has improved, but the underlying concerns
about the investment climate in China, such as market
barriers and basic fairness, remain in place. Anxieties that
companies had over the past year about U.S.-China
relations have subsided as most of President's Trump’s
trade-focused election rhetoric did not become policy and
the U.S. and Chinese leaders had a productive first
summit meeting in Florida. Similarly, there has been
some easing of concerns about the prospects for
growth in the Chinese economy. This may be a
temporary phenomenon reflecting actions the
Chinese government took in anticipation of the 19
Chinese Communist Party Congress expected in late
fall, which requires a backdrop of economic stability
and steady conditions.

For example, in recent months, the renminbi’s depreciation
slowed and then reversed, and tighter capital controls,
initially worrying for multinationals, proved less burdensome
than expected. Domestic economic growth also held up and
then recharged in late 2016, powered by the government’s
mid-year stimulus. This in turn negated companies’ initially
cautious projections for the year.

Thus, while the survey results show improved 2016
year-end results and revenue forecasts for 2017 for many
companies, these increases reflect a return to previous
trends after a particularly poor 2015, not a meaningful
improvement in business conditions:

e 77% of companies were profitable, an increase over
last year’s 71%.

® 82% expect 2017 revenues to increase vs 76% last
year.

e 62.8% of companies plan to increase their investments,
but fewer companies are doing so by more than 15%.

® |ong-term optimism levels were flat at 80%, down from
the 90% level common just a few years ago.

The survey results highlight areas where our members
want the Chinese government to improve the operating
environment for foreign businesses. China remains a
difficult market and more efforts are necessary to create a
truly level playing field for foreign companies. Many survey
takers (56%) believe Chinese government policy favors
local companies over foreign companies, although there

was a drop of 4% compared to 2016. The majority (60%)
characterized the regulatory environment as lacking trans-
parency, although the remaining 40% that see it as trans-
parent reflects an increase from last year’s 28%. Viewed
from the perspective of the developed world, which China
aspires to join, regulatory transparency remains far behind
acceptable norms. The lack of adequate IPR protection
and enforcement (64%), obtaining required licenses
(63%), and data security and protection of commercial
secrets (58%) ranked high as regulatory hindrances to
business success. And an array of operational challenges
hampers our member companies: rising costs (93%),
domestic competition (82%) and lack of talent (78%).

Regulatory and industrial policies continue to bedevil
AmCham members across all industries and helps explain
these results. The recently promulgated Cybersecurity
Law is a cause of concern for foreign businesses as it is
unclear how the government will enforce the law and
whether U.S. and other foreign businesses must build
China-specific IT infrastructures separate from their global
systems. There is also worry that China’s application of
national security will be discriminatory and not follow
international norms. Made in China 2025, an ambitious
program to develop advanced industries and technologies,
was developed with local companies in mind. Foreign
businesses continue to be pressured to part with their
technologies in order to participate in China’s move up the
manufacturing value chain. This ‘pay to play’ strategy is
buttressed by other government initiatives aimed at
subsidizing the success of Chinese companies.

In addition, China uses government subsidies, licensing
requirements and procurement policies to prop up Chinese
companies to the detriment of foreign companies in indus-
tries such as electrical batteries, semiconductors, solar
energy, and railway manufacturing. These policies make it
difficult for American companies to compete in China and
help cultivate Chinese global champions. These tactics are
feeding a desire on the part of U.S. companies for the U.S.
government to make more use of reciprocity as a tool to
address longstanding market access barriers in China.
These industrial policies also raise questions about
China’s commitment to market-oriented reforms. Nearly
one-third of survey respondents said that economic and
financial reforms were a top three factor for business
success over the next 3-5 years.



Performance

Bouncing back after a slow 2015

Despite structural challenges in China’s economy, the slow
pace of economic reform, declining GDP growth, continuing
regulatory challenges and other market access barriers,
2016’s performance data reflected a recovery from the
relatively sluggish conditions of 2015. This year’s survey,
taken amid strong economic conditions in the first quarter of
2017, driven in large part by the government’s considerable
2016 stimulus package, shows a reversal from last year’s
low performance data for many companies. The percentage
of companies characterizing their financial performance as
profitable grew to 76.9%, a 5.5% increase. This was led by
the manufacturing sector, where 83% of respondents
reported profits, versus 79.8% in 2015.

As usual, some industries performed better than
others:

All non-consumer electronics respondents (22 in total)
and pharmaceuticals/medical devices/life sciences
respondents (17) reported profits.

Other leading industries included chemicals (27
respondents, 92% profitable), automotive (33, 88%
profitable), and retail and consumer (29, 85%).
Conversely, in the agriculture/food industry and the
logistics/transportation/warehousing/distribution industry,
25% reported losses.

The improved performance in 2016 was driven in
large part by the government’s considerable

stimulus package

Fig.1: Performance

® Revenue Up @ Profitable ® Operating Margins Up
90%;
80%
77.0%
- A / 73.50/0
70% —
60%;
55.0%
50"3’,"’ /
40%
2010 2011 2012 2013 2014 2015 2016

* Many figures throughout this document are rounded up from 0.5, down from 0.4 resulting in some graphics calculating over or under 100%.
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Revenue growth returns

Other performance indicators showed
a similar recovery. After a 14%
decline in companies reporting
revenue growth in 2015, a 12.5%
rebound put 2016 revenue growth
back on par with 2014. This recovery
was led by manufacturing, which rose
from 54% in 2015 to 71.2% in 2016.
Services also picked up, rising from

63% to 75.5%. Retail slipped from
78% to 76.3%. Additionally, nearly
one in five members experienced
growth of more than 20%, led by the
services industry, which enjoyed a
marked jump from last year’s 12.8%.

Comparing local growth rates to global
growth rates, 50% of respondents

Fig.2: Companies reporting revenue growth over time

0/
100% o5, 6%
-
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16“/0
0/ %
80% 28% 20%
33%
23% bx178
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40% 26%
20%
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Fig.3: Companies reporting revenue growth by sector
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reported higher growth in China, with
one in five saying this growth was
significantly higher (>10%). Amid
rising incomes and an expanding
middle class, retailers took the lead,
with 56% reporting higher growth
rates in China, and nearly a quarter
experiencing growth rates more than
10% above global rates.
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Margins improve Fig.4: Five-year business outlook in China*

@ Optimistic ~ @ Slightly optimistic =~ ® Neutral Pessimistic
The number of companies with
improved operating margins, which
remained nearly constant at 47-48%
for the previous four years, rose to
55.2%, the highest level since 2010.
Members attribute this improvement
to several factors, including divestment
and consolidation in the manufacturing
sector, companies seeking new
efficiencies in response to the ‘New
Normal’ of slower economic growth,
and stable commodity prices.
Interestingly, the percentage of
companies with improved operating
margins was identical across retail,

manufacturing and services.
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w o 0 o o o
80 53% 53% 43% 40% 39%
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40% 41%

40%

38% 33% 42%

20%

15% 13%
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e Retail saw the most substantial 2013

jump, with more than one in five
companies enjoying improvements
over 10%.

e Of the 360 respondents with
overseas operations in addition to

[
o
=y
N

2014 2015 2017
* Because of a seasonal shift in our data collection from November to May, comparisons for

2016 are not always applicable.

But five-year outlook unchanged

China, 39% experienced higher
operating margins in China and 33%
had operating margins comparable
to their worldwide levels.

SME perspective

Short-term optimism around revenue
growth also recovered from last year’s
weakness, increasing from 76% to
82.3%. However, when questioned
about their five-year business outlook
in China, optimism tempered, with
80.2% responding “optimistic” or
“slightly optimistic.” Though seemingly
high, this outlook has declined
discernibly since a few years prior
when it consistently scored above
90%. This caution reflects concern

about the government’s unabashed use
of regulatory policy to favor domestic
companies, stronger domestic
competitors and a slowing economy.
Five-year optimism was highest in retail
(82.5%) and manufacturing (81.4%),
with services less confident at 77.6%.
By industry, healthcare services,
agriculture/food, education/training and
aerospace/aviation were most optimistic.
Energy/mining and  environmental
technology were most pessimistic.

77% 61%

We had 78 respondents who are small or medium-sized enterprises (SME),
defined as having global revenue of less than US$50 million.

Only 61% of SMEs reported profits in 2016, compared to the overall total of

76.9%.

® 23.4% of SMEs reported losses, double the overall average of 12.7%.

® SMEs had a similar five-year outlook, but were below the norm for their
short-term optimism: only 77.7% anticipated revenue growth in 2017,

compared to 82.3% overall.
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Investment

More cautious about investment

Despite improvements in revenue and profitability,
member companies are demonstrating a greater level of
caution about investment in China. The number of companies
reporting China as their number one investment priority
globally declined to 23.6%, a 5.4% drop. While the number
of companies identifying China as their second or third
priority was almost constant, the aforementioned decrease
translates into a 6% increase in companies stating China
is now just “one among many investment destinations.”

Fewer companies
prioritized China as a top
investment destination

® Not only did fewer companies prioritize China as a top
investment destination, but only 55% increased their
investment in 2016, lower than the levels observed two
to three years ago of about 64-65%, and 74% in the
2013 survey. (See graph 12, page 50.)

e This was led by manufacturing at 58%, with retail (52%)
and services (50%) not far behind.

: e 40% of companies reported investment levels remained

: the same, while only 5.4% reduced investment levels.

. e 20.2% expanded investment by more than 15%, lower

: than last year’s figure of 27.4%.

e The agriculture and food industry (77%), pharmaceuticals/
medical devices/life sciences industry (76%), and
automotive industry (72%) saw the largest investment
increases.

Members suggest that recent RMB depreciation, a
loosening of inbound capital controls beginning in 2014
and a strengthening in IP protection, made it easier for
small and medium-sized companies to start operations in
China. Many of these companies were reportedly attracted
by China’s growing middle class and increasing
consumption.

Looking at plans for the remainder of 2017, 62.8% of
companies predict an increase in investment, with those
in the education and training industry and aerospace
forecasting the largest increases. For those members
anticipating lower investment levels this year, the top
three reasons are rising labor costs, expectation of slower
growth in China, and increased domestic competition.

Fig.5: China as number one global investment priority within each sector’

* Because of a seasonal shift in our data collection from November to May, comparisons for 2016 are not always applicable.

42%
35%
270/0 290/0
o,
22% 20%
2015 2017 2015 2017 2015 2017
Manufacturing Services Retail

O O
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1%
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Sales, marketing lead investments

Sales, marketing and business development was again the
leading area of investment across all sectors at 46.9%,
reflecting the continued shift to a more consumption-driven
economy. This was followed by research and development
(28.8%) and staff development and training (27.4%). New
manufacturing facilities (22.4%) and automation and
productivity development (20.8%) also drew significant
responses, with the former most prevalent in the auto and
aerospace industries and the latter most evident in
electronics and industrial manufacturing. The retail sector
added e-commerce and digital as its second leading area
of investment (32%), surely reflecting the deepening penetration
of apps like WeChat into almost every aspect of daily life
and consumption.

R&D investment

Despite concerns about weak IPR protection, companies
are engaging in China’s broader push for increased
innovation. Half of the respondents are growing their
investment in R&D, with nearly a quarter planning a
year-on-year increase in excess of 10%. This is lower than
the 79.6% who reported actual R&D investment increases
in our 2016 report. While many respondents indicated no
change or no plans for R&D expenditure, only six companies
reported a decrease in investment.

Fig.7: By how much are you increasing
R&D investment?

10 13%

[ ] [ ]
Increase more Increase 11 - 20%
than 20%

14,

u
Increase 1 - 5%

12¢

Increase 6 - 10%

1o 18%  31%

Decrease No change No plans
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Fig.6: Where is investment going?

Mergers and
acquisitions

Corporate social
responsibility

Logistics and
transportation networks

Governance and other
compliance (e.g.
anti-corruption
compliance)

Environmental
compliance

E-Commerce
and digital

Mergers and
acquisitions

Corporate social
responsibility

Logistics and
transportation networks

Governance and other
compliance (e.g.
anti-corruption
compliance)

Environmental
compliance

E-Commerce
and digital

No increase
in investment
60%
50%

Sales, marketing and

business development

40%
30%
20%
1

Research and
development

New manufacturing
facilities

Automation and

productivity
development

Distribution

Staff development ~ channels

and training

o Retail

No increase

in investment
60%
50%
40%
30%
20%

Sales, marketing and
business development

Research and
development

New manufacturing
facilities

Automation and

productivity
development

Distribution
Staff development ~ channels

and training

e Manufacturing

Mergers and
acquisitions

Corporate social
responsibility

Logistics and
transportation networks

Governance and other
compliance (e.g.
anti-corruption
compliance)

Environmental
compliance

E-Commerce
and digital

No increase
in investment
60%

50% Sales, marketing and

40%
30%
20,

business development

Research and
development

New manufacturing
facilities

Automation and
productivity
development

Distribution
Staff development ~ channels

and training

@ Services



Redirecting investment Fig.8: Top three redirected

investment destinations

One in five members (84 respondents) indicated they are redirecting investments

planned for China to other destinations. Top destinations for redirected investment *of the 84 companies
were: Southeast Asia (8.6%), the United States (6.4%), and the Indian Subcontinent, redirecting investment
defined as Bangladesh, India, and Pakistan (5.2%).

In China, for China
of respondents report that their
o primary strategy in China is to
B o produce or source goods for

the China market. Last year’s
number was 55.6%.

Southeast Asia

29.4% | 84

Impact on U.S. operations u.s.

Companies in all three sectors agreed (17%) that their China operations were
a significant source of profits for their U.S. head office, with manufacturing the
strongest at 25%, but the blended number was down from last year’s 27%. On
another positive note, and contrary to public perception, many companies
across all sectors indicated that their China operations have added to
production/employment in the U.S., led by services (22%) and followed by
manufacturing (21%) and retail (14%). A majority of companies, however, said
that their China operations/production have had little net effect on their U.S.
production or employment. 21.8%

L

84

Fig.9: Impact on U.S. production and employment
Indian Subcontinent

Little net effect on U.S. production/employment

Added to U.S. production/employment

36

29.4

&)

Significant source of profits for U.S. head office

17.6% | 84

Decreased U.S. production/employment

Not applicable (no U.S. operations/production)
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Regulatory Environment

Hurdles impede U.S. companies

U.S. companies have long struggled with the lack of
transparency, fairness and predictability in China’s
regulatory environment. In past surveys, large majorities
of our members have complained that they are subjected
to unequal regulatory treatment and that the Chinese
government shows favoritism toward local companies.
Those sentiments remain evident again this year. In
2017, regulatory impediments continue to beleaguer
AmCham Shanghai members across all industries.

China’s new Cybersecurity Law, which took effect June 1,
is only the latest example. The law has an impact that
extends well beyond just technology companies that worry
the security rules will erect new trade barriers along
national borders. Data localization and data transfer

Government policy still favors local
companies

® The majority of survey takers (56%) believe that
Chinese government policy still favors local companies
over foreign companies, a modest 4% drop since our
last survey.

e This sentiment is stronger in retail (73%) than
manufacturing (47%).

® Pharmaceuticals/medical devices/life sciences (76%),
and healthcare and hospital services (88%), felt this
bias most acutely. These responses reflect the long and
difficult review periods for foreign pharmaceuticals and
medical devices and the fact that foreign hospital
investors are not allowed to fully own hospitals.

SME Perspective

regulations could negatively affect a wide range of foreign
companies operating in China. Provisions in the law place
far-reaching restrictions on the export of data, restrict
participation by foreign companies in China’s cloud
market, and institute onerous restrictions on commercial
encryption products. These could adversely impact billions
of dollars in cross-border trade. There is a growing asymmetry
between the access that Chinese companies enjoy in
other markets and the access foreign companies have in
China. For example, Chinese companies are generally
able to fully own and control data centers and cloud-related
services around the world with no foreign equity restrictions
or technology transfer requirements. Foreign cloud
companies cannot do the same in China.

Fig.10: Regulatory hindrances

*Numbers in () indicate data from the previous survey

38 Some favoritism toward
® local companies (38%)

33% treated equally (28%)
174 Strong favoritism toward
* local companies (21%)

Some favoritism toward
foreign companies (9%)

99,

Strong favoritism toward
foreign companies (4%)

29

59% of SMEs expressed a sense of favoritism toward local companies (slightly above the average of 55.8%),
while 40.3% felt these conditions have worsened since last year’s survey (nearly 8% above the average).

76.7% of SMEs rated internet restrictions as a hindrance, with 33.8% labeling it a “serious hindrance.” These
responses far exceeded the average of 65.4% and 22.3%, respectively.

SMEs chose “improved internet access” as their number one reform priority (48.1%), far above the 29.2% of

total survey takers, which ranked it sixth overall.

10 I AmCham Shanghai 2017 China Business Report
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Impeded by opacity

A lack of transparency continues to impede businesses in
China. A large majority of members (60%) agreed that
China’s regulatory environment lacks transparency, while
40% of businesses characterized it as transparent, up from
28% and 14% in the two previous surveys. While this
represents progress, China remains woefully behind other
major economies. Industry differences are also profound.
The pharmaceuticals/medical devices/life sciences industries
(53%), and food and agriculture companies (54%), said
that the regulatory environment is not transparent and
hinders business. Only 29% of retailers found the regulatory
environment transparent, as regulations around pricing,
promotions and marketing can be especially opaque.

Some progress has been made in the government’s efforts
to solicit input on draft legislation, although often token,
and in publishing regulations. Recent communication
efforts by financial industry regulators such as SAFE and
CBRC have also helped, as well as China Customs and
the General Administration of Quality Supervision, Inspection
and Quarantine having made clearance procedures more
transparent. But many problems remain.

Hindrances to success

In terms of specific regulatory barriers, the lack of IPR
protection and enforcement (64%), obtaining required
licenses (63%), and data security and protection of
commercial secrets (58%), were all either a serious
hindrance or some hindrance to companies’ business.
Given the government’s goal of mandating the use of

Fig.11: Regulatory hindrances

@ Serious Hindrance

@ Some Hindrance

Members expressed considerable frustration with a regulatory
regime that is hazy, enforces laws inconsistently, and
where solicited input is rarely incorporated in the finalized
law. Interestingly, companies doing business in China for a
long time reported a greater level of transparency than
companies here only for a short time. This suggests that
navigating regulatory opacity gets easier with experience,
not necessarily that the environment is transparent.

The continued vagueness of regulations plus regional
variations in transparency and implementation leaves
considerable room for improvement. While the recent
cybersecurity legislation included a period for public
comment, the final law only paid lip service to the concerns
of foreign companies.

o
60 /o of respondents

feel China’s regulatory
environment lacks
transparency

“secure and controllable” ICT products, solutions and
services in the financial industry — albeit currently still on
hold — it is unsurprising that 77% of companies in the financial
services industry agreed that regulations around data
security and protection of commercial secrets were a
hindrance to their business. And for U.S. companies that
provide such products and services, there is concern that
the looming regulations could adversely affect their ability
to conduct business in China.

No Hindrance
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Unanticipated capital controls

The unpredictability of China’s investment climate was
again highlighted by the government’s sudden decision in
2016 to impose broad capital control measures. While
aimed at crimping outflows of Chinese money due to fears
about capital flight and a weakening renminbi, the wide net
cast by regulators unnecessarily snared foreign companies.
Capital account transactions such as dividend repatriation
were especially tough in the last quarter of 2016, and
continued into early 2017, although trade-related current

account transactions were less impacted. Thirty-three
percent of member companies said that capital controls
negatively affected their ability to repatriate China-sourced
earnings. Using a revenue-based perspective, 40% of
firms with global revenues of over US$5 billion stated that
it had become more difficult to repatriate earnings. This
suggests that among foreign-owned companies, large
multinationals bore the brunt of the tightened capital
controls. Conditions have improved, but the unexpected
move again undermined faith in regulators and served as
another example of China’s unpredictable investment and
business climate.

Fig.12: Do capital controls negatively affect your ability to repatriate China-sourced earnings?
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Fig.13: What are the top 3 reforms most important to your
business growth in China?

Improved IPR protection

would  positively  contribute  to

54,

50 Streamlining of administrative

business growth, four priorities
emerged as clear favorites: improved

approvals and taxation

46+ Reduced market

IPR protection (53.8%); streamlining
of administrative approvals and

taxation (49.5%); reduced market
access restrictions (45.5%); and
strengthened legal institutions
(40.4%). This list is similar to last
year, with the addition of IPR
protection, which was an added
choice this year.

Concerns over IPR were primarily

access restrictions
40 Strengthened legal institutions
31+ Financial sector reform

29+ Improved internet access

23% SOE reform

Hukou (household registration)
reform

voiced by the manufacturing sector
(64%), but it also ranked third among
retailers, at 52%. The services sector
was less troubled, ranking IPR as the
fifth most important reform, with only
36% of respondents identifying it as a
top three priority. Meanwhile, the
retail sector’s most desired reform

was streamlining of administrative
approvals and taxation (59%), with
reduced market access restrictions
(56%) next.

Service sector opinion was even more
diffuse, with no reform broaching the
50% mark or emerging as a clear
priority. The service sector was most

12 1 AmCham Shanghai 2017 China Business Report

concerned by reduced market access
restrictions at 48%. Both services and
manufacturing added strengthened
legal institutions as their third choice,
at 40.5% and 42% respectively.



Operational Environment

Rising costs continue to challenge

An array of operational challenges hampered member
companies. The most significant this year, as in recent
years, was rising costs, cited by 93% of respondents as a
hindrance (36.4% agreed it was a “serious hindrance”).
The second and third-highest operational challenges were
domestic competition (82%) and lack of talent and capabilities
(78%). While these ranked high among all sectors,
services was relatively less concerned with domestic

competition, and put internet restrictions third, at 76.4%.
The retail sector saw inefficient government bureaucracy
as a significant hindrance, ranking it third at 78%, ahead of
services (70%) and manufacturing (67%). Limited local
R&D and innovation capacity was the least onerous of the
eight challenges respondents could select, but is an obstacle
to 56%.

Fig.14: Operational challenges that hinder business

@ Serious Hindrance @ Some Hindrance

31%

36%
93 %
57%

Rising costs

22

65%

43,

Internet restrictions

51%

Domestic competition

15%

62%

47

IPR infringements

224 10%
78% 70%
56% 59
Lack of talent Inefficient government
and capabilities bureaucracy
119 129
59 56%

48,

Corruption and fraud

45%

Limited local R&D and
innovation capacity

h &

The retail sector saw inefficient government
bureaucracy as a significant hindrance,
ranking it third at 78%, ahead of

services (70%) and manufacturing (67%).
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Domestic competition was robust, with 79.3% of
respondents reporting increased competition from
private Chinese-owned enterprises.

The competitive environment

Domestic competition was robust, with 79.3% of respondents
reporting increased competition from private Chinese-owned
enterprises. This is similar to last year’s level. In the
consumer sector in particular, domestic companies are
viewed as quicker to use and adapt to social media and
other online platforms. Their decision cycles are faster
because they need not coordinate and seek approval from
overseas headquarters. A sharp reduction in respondents
facing increased competition from foreign enterprises
(64% versus 80%) means that domestic enterprises are
now the main source of growing competition. One possible
cause of this decline is that more of our member companies
now benchmark against domestic firms rather than other
MNCs.

Fig.15: Sources of competiton”

® Agree @ Strongly agree

® Retail (85%) and manufacturing (83%) reported the
highest competition from private Chinese companies.

® Manufacturing faced the most competition from foreign
enterprises, at 71%.

® Only 38% of respondents reported increased competition
from state owned enterprises, a 3% rise from last year.

Members report that some SOEs are becoming more
competitive makers of less technologically advanced
‘me-too’ products, aided by cheap government-backed
financing and subsidization of industrial firms engaged
in activities aligned with broad industrial policies. Thus
despite government commitments to SOE reform, their
outsized role in the economy remains undiminished.

My business is facing increased competition from private Chinese-owned enterprises

2015 51%

2017 57%

My business is facing increased competition from foreign enterprises

2015 54%

2017 35%

27% 78%
23% 79%
26% 80%
9% 64%

My business is facing increased competition from state-owned enterprises

2015

28%

35%

10%

2017 10% 38%

* Because of a seasonal shift in our data collection from November to May, comparisons for 2016 are not always applicable.

SME Perspective

SMEs reported less competition from all fronts, with respondents diverging from the overall respondent pool

regarding competition from Chinese-owned private companies (70.1% vs. 79.3%) and other foreign companies
(565.3% vs. 64.1%).
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Looking Ahead: Challenges

Costs, competition and curtailed growth

In addition to asking our member companies about their
immediate problems and concerns, we asked them to
rank the more long-term challenges of operating in China.
Respondents overwhelmingly agreed that over the next
three to five years, domestic competition (55.5%), increasing
labor costs (54%) and slowing economic growth (50.7%)
are the top three concerns. These three options were
selected as the top three risks in last year’s survey.
Although retail, manufacturing and services weighted
these challenges differently, all three identified them as top
challenges.

Of the nine choices, cybersecurity policies and/or
attacks was selected as a top challenge by only 8.1%.
This response is inconsistent with the level of interest
and concern we have received from our members on
this matter, and may reflect the newness of China’s
cybersecurity regulations. Members may still not be
familiar with the regulations or may view them more as
a potential problem that is less of a challenge compared
to more immediate worries. For example, internet access
ranked high as an operational challenge.

Fig.16: Over the next 3-5 years what are
your key challenges?

8% Cybersecurity
policies and/or attacks

16% Consumer
behavior changes

22% Increasing
material costs

Policies that
favor domestic
companies

Unpredictable

regulatory environment

The banking, finance and insurance industry was vexed by

the unpredictable regulatory environment (65%), and the

pharmaceutical/medical devices/life sciences industry was

especially concerned about policies that favor domestic
The banking,

P~
finance and .(’

insurance industry was vexed
by the unpredictable regulatory
environment

companies. While the impact on MNCs of “window
guidance” procedures in banking has diminished, those
changes are only recent, and the government’s desire to
mandate the use of domestically sourced IT hardware and
software threatens the ability of foreign banks to maintain
a seamless global standard. In healthcare, government
calls to use domestically made medical devices and
opaque rules around drug reimbursements are just two of
many impediments.

Domestic
competition

Increasing
labor costs

Economic
slowdown

Chinese companies’
adaptability and
improved innovation
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Looking Ahead: Opportunities

Consumption, urbanization and technology underpin future growth

Respondents were asked to identify three factors that will
most likely benefit their industry over the next three to five
years. Of the nine choices, increasing consumption led the
responses (57%), with retail (73%), manufacturing (61%)
and services (41%) identifying it as their primary benefit.
This demonstrates the deepening of China’s transition
from an export economy to one driven by domestic
consumption. While urbanization collected the second
most responses (41%) and innovations in technology,
media and telecommunications (37.3%) came third,
respondents offered an array of opinions for their second
and third choices of success factors, depending on sector:

bk

Retail's second and third choices were urbanization
(41%) and e-commerce (35%). They were least
concerned about strengthened legal institutions (19%).
Manufacturers also ranked urbanization second (48%),
followed by improved countrywide infrastructure (43%).
Like retail, the manufacturing sector ranked strengthened
legal institutions last at 19%.

Services considered a growing local talent pool equally
important as increased consumption (both at 41%).
Economic and financial reforms (40%) and innovations
in technology, media, and telecommunications (also
40%) rounded out their top concerns.

Although not a top three choice, 33% of services identified
strengthened legal institutions, much higher than retail
and manufacturing. For services, they were least
concerned with the potential benefits from infrastructure
and urbanization.

The services sector considered a growing local
talent pool as important as increased consumption

Fig.17: The tailwinds of future growth (next 3-5 years)

57% 41%
Increasing Urbanization

consumption

34%
Growing local
talent pool

26%

Expansion of
e-commerce
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34%
Improved countrywide
infrastructure

24%

Strengthened
legal institutions

37%

Innovations in
technology, media,
and telecommunications

32%
Economic and
financial reforms

7%

Other




Innovation

IPR legal vacuum hampers innovation

This year we again asked members about their investment
in R&D and how they assess innovation in China, including
the relationship between innovation and adequate
intellectual property rights (IPR) protection. Half of the
survey respondents (50.8%) said that inadequate IPR
protection limits such investment, similar to last year’s
49%. Another 27.5% disagreed and 21.7% said the
question wasn’t applicable. Concerns about poor IPR
protection were most marked in the manufacturing
sector, particularly among respondents from the
aerospace and aviation (83%) and chemicals (78%)
industries.

choice across all sectors. A distant
second was “supportive government
policies” with 21% selecting it as a
first choice. Private sector investment

Drivers of innovation

Asked to rank potential drivers for

improving innovation in  China, in R&D, talent and start-ups ranked
companies again pointed to IPR. third, while education reform and
More than 35% put “better IPR  government funding and support for

protection and enforcement” as first  entrepreneurs followed not far

Fig.19: Members ranked the
following 6 drivers of
innovation

22%

@ Ranking First

18%

® Ranking Second

19%

@ Ranking Third

Ranking Fourth
Ranking Fifth
® Ranking Sixth
Better IPR Supportive Private sector
protection and government investment in
enforcement policies R&D, talent

and start-ups

40% Agree

25% Disagree
22% Not applicable

(no innovation, R&D
investment in China)

12% strongly agree

2% strongly disagree

Fig.18: Does inadequate IPR protection
limit investment in R&D?

behind. Interestingly, less restricted
internet access was not prioritized,
perhaps because many large companies
have dedicated trunk lines that
provide access to Western websites
while smaller companies rely on
VPNSs.

12%

14%
17%

16% 18%

Government Education Less restricted
funding and reform internet access
support for

entrepreneurs

AmCham Shanghai 2017 China Business Report 1 17



Talent Acquisition and Retention

Expatriate exit

In the past year, over a third of member
companies reduced the number of
senior foreign executives based in
China, while 8% of companies
increased senior foreign executive
headcount. This reduction may reflect
adaptation to the ‘New Normal’ as
firms reconcile talent needs with the
high wages and ancillary costs often
associated with expatriate hires.
Executives also reported continued

Overall headcount rises

Over 60% of respondents indicated
that they will increase headcount in
2017, an increase over last year’s
49%. In contrast, only 9% say they will
reduce headcount, an improvement on
last year’s 12%. About 69% of automotive
industry companies said they will boost
headcount, and 80% of companies in
real estate, engineering and construction
will also add headcount.

Fig.20: Senior foreign
executive headcount

localization of employment packages,
which may blur the lines between what
companies consider expatriate and
local hires. The overall pattern was
similar across sectors. By industry,
hardest hit were media/entertainment
(71%), real estate/engineering/
construction (53%), chemicals (48%)
and non-consumer electronics (45%).
By sector, manufacturing saw slightly
more cuts (37%).

37%

the same

34%

Remained Decreased

8%

Increased

Fig.21: Impediments to attracting foreign talent

—e Air pollution concerns

—e High cost of living

——eo Food and water safety concerns
——e Access to quality healthcare

—e Access to affordable schools

74%

—e Restricted internet access & media censorship

Fig.22: How much will your company increase or decrease employee headcount in China in 2017?

SME Perspective

Despite lower profitability and revenue growth, 69.2% of SMEs are increasing headcount, versus 62.1% of all survey
takers. A third are increasing staff by more than 10%, compared to the 19.7% for all respondents.
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Regional Investment

Non-Shanghai investment destinations

We asked about investment outside of
Shanghai and some 85% of member
companies indicated they have such
plans. Nine cities were identified by
more than 10% of respondents as
investment destinations. Beijing topped
the list with 27.2%. Beijing’s high
response rate was driven by retail

(38%) and services (33%) companies,
likely eager to tap into the city’s
growing middle class and increasingly
service- and consumption-led economy.
Members spoke about being attracted
to cities with deep talent pools, which
mitigated concerns over high labor
costs. Meanwhile, respondents in

Fig.23: Top investment destinations

NO.1 @ Beijing

NO.2 Suzhou

Xi'an A

Chengdu  pERZ)

12%

Chongqing

Changsha X4

Kunming X4

Negative factors influencing
regional investment

Lack of talent was the greatest
challenge by a vast margin, selected
by 71.6% of respondents (see question
29, page 56). Relationship with local

Harbin

Changchun

Shenyang €3

Dalian ({3
Tianjin  (9AZ
Beijing VAL

Zhengzhou &

%

17%

Guangzhou

government (46%) was second, some
25% behind. No other consideration
scored more than 30%. While all three
sectors identified these as the top two
challenges when expanding outside
of Shanghai, opinion diverged over
other challenges:

manufacturing preferred Suzhou (27%)
as their top investment choice. Retailers
had a tie for second, with both Chengdu and
Suzhou at 23.8%, while service industry
respondents selected Chengdu (26%)
and Shenzhen (22%) as the next most
important, with Guangzhou (20%)
close behind.

1%

2%

ALY Yantai

By Oingdao

887 Nanjing

@ Wuxi

4% BsiSt

Suzhou /@ Hangzhou

Ningbo

1887y Wuhan

ALY Wenzhou

K¥Y ['uzhou

K379 Xiamen

IV Shenzhen

&) Dongguan

® Retail: 24% identified new competitors
as the third most significant challenge.

e Services: 29% view slower market
growth as more pressing.

e Manufacturing: 28% identified supplier
quality/capacity and labor costs as
prominent challenges.
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Positive influences for
regional investment

To better gauge the motivations
behind regional investment trends,
members were asked to identify the
top three factors that positively
influence their investment decisions
in China and the three greatest
challenges to expanding outside of
Shanghai.

The most significant positive influence
was labor costs, with 50% citing it as a
key pull factor, with proximity to target
customers/markets next at 41%.
Suzhou, as the top ranked non-tier-one
city, has a balance of these needs,
offering lower labor costs than Shanghai
but also proximity to customer bases.
Although the top ranked cities have
higher wages than most tier-two cities,
they also offer established industrial
parks, developed distribution networks,

skilled labor and large populations with
growing middle-class demand for
consumption and services. Low labor
costs appealed most to manufacturing
respondents, with 59% choosing it as a
positive influence, while proximity to
target customers/markets was the top
choice for both retail (44%) and
services (43%). Retail also identified
local government access and support
for foreign investors as a top influencing
factor.

Fig.24: Top factors that positively influence investment/expansion outside Shanghai

® Labor costs
o Proximity to target customers/markets
® Talent pool
® Local government access and support
o Tax benefits/subsidies
Proximity to current operations
Strategic integration with suppliers

Developed logistics and transportation networks IIIII 4 -
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Rising per capita income and expenditure

Transparent and predictable regulations,
policies and procedures
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Leading investment destinations beyond first-tier cities

We also asked about attractive places
for foreign business and investment
outside of first-tier cities (Beijing,
Shanghai, Shenzhen, Guangzhou).
Suzhou came in first with 23.5%. Only
two other cities were favored by more
than 10% of respondents, with Chengdu
(14.8%) second and Hangzhou
(10.5%) third. Wuhan and Chonggqing
were both selected by 7%. All other
cities had less than 5%.

Suzhou’s popularity was driven by the
manufacturing sector, with 31% of
manufacturing respondents identifying

it as most attractive, again demonstrating
the allure of an educated workforce
that is close to Shanghai, China’s
commercial center and a major logistics
and financial hub. For this sector the
second most attractive city, Chengdu,
was far behind at 13%. No other city
reached a 10% rate for manufacturing,
though Chongging, Wuhan and Wuxi
were all selected by 7%. The retail
sector was similar, with Chengdu
(22%) and Suzhou (20%) its top two
choices, and Hangzhou (17%) in third
place. The only other cities to garner
more than 5% were Chonggqing, Tianjin

Fig.25: Most attractive non-first-tier cities

NO.1 NO.2
Suzhou Chengdu
24% 15%
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Hangzhou
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and Xi'an, all with 7%.

Among service sector companies, no
city clearly emerged as the top
destination for foreign business and
investment. Hangzhou, the top
choice, was only identified by 16% of
members, while Chengdu (15%) and
Suzhou (13%) followed. Wuhan (9%)
and Chongqing (7%) rounded out the
top five, while nine additional cities
drew response rates of at least 3% —
far more than the retail or manufacturing
sectors.

NO.4 NO.5
Chonggqing Wuhan
7% 7%



Trade Policy Perspectives

Diverse opinions regarding
trade priorities

Despite significant concern about the new U.S. administration’s
relationship with China and its impact on trade relations,
most members reported that the new U.S. administration
has had little impact on their investment plans in China:

e 65.2% said there would be no impact on their
investment plans.

® 17.6% are uncertain how the new administration will
affect their business.
12.1% are reviewing investment plans.

e 3.3% are increasing investments and 1.4%
decreasing.

are

While the new administration quickly abandoned the
multilateral Trans-Pacific Partnership trade agreement
in exchange for an approach emphasizing bilateral
deals, survey results found that this does not align with the
business community’s desires. When asked to indicate
what should be the new U.S. administration’s top trade
priority with China, 33% of members said pursuing a

multilateral trade agreement that includes both the U.S.
and China is of primary importance. Such an agreement
would also pressure China to raise business standards and
enhance the competitiveness of U.S companies in China.
Some 27% felt that the U.S. should advocate more strongly
for a level playing field for U.S. businesses. In contrast,
only 15% of respondents sought the conclusion of the
bilateral investment treaty (BIT) as the U.S. government’s
top priority. It is not surprising that when asked to identify
only one priority, members went for a policy goal — a
regional FTA — that would offer the most benefits, even if
politically a distant dream, as opposed to the BIT, a more
realistic option that could address many market access
obstacles.

Stricter enforcement of China’s existing trade and investment
agreements was chosen as the top priority by only 8.2% of
respondents. The answers to this question suggest that
while no single trade strategy is strongly favored by
member companies operating in China, there is strong
agreement that new avenues that expand market access
should be pursued ahead of the enforcement of existing
deals.

Expanding market access prioritized over enforcement

e Desire for a multilateral trade agreement that includes
the U.S. and China was strongest among manufacturers
- 41% said it should be the new administration’s top
trade priority.

e This preference reflects the reality of today's supply
chains, which often extend to many countries. Multilateral
agreements make it easier for companies to manage
those networks.

e 23% of retail and 24% of service sector respondents

also backed the idea of a multilateral trade agreement.

e But retail and services chose advocating more strongly
for a level playing field as their top priority (both with
28%).

SME Perspective

Fig.26: Top U.S. trade priority regarding China

® Pursue a multilateral free trade
agreement that includes both

Advocate more strongly for
a level playing field for U.S.
businesses in China

Address market access barriers

Conclude the Bilateral
Investment Treaty (BIT)

Stricter enforcement of
China’s existing trade and
investment agreements

Possibly because of a stronger feeling of unfair treatment and a lack of resources, SMEs favored the U.S. pursuing

reciprocity more strongly than other members, with more than half of SMEs (50.6%) stating that the U.S. government
should pursue such ends, compared to the average of 40.3% (Fig. 27).
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Reciprocity gets mixed reception

Asked if the U.S. government should use investment
reciprocity as a tool to gain market access to China for
U.S. companies, 40% of respondents agreed. Only 9%
disapproved of the tactic. Another 44% were unsure. The
high “unsure” response to this question may reflect uncertainty
about what a more reciprocal approach would actually
mean and whether it would trigger a tit-for-tat response
that would be damaging to American companies.

4 0 % of members

said the U.S.
government should
pursue reciprocity

RMB: Stability has returned

After several months of renminbi (RMB) depreciation and
volatility, the majority of our members believe that currency
stability has returned. About half expect a slight weakening
ahead. Thirty-nine percent of respondents see the currency
trading at 7.01-7.25 to the USD by year end, while 10%
see it even weaker. Meanwhile, 36% of respondents
expect the currency to trade somewhere from 6.76 -7.00
RMB. These answers reflect the time when the survey
circulated, i.e., April 2017.

'i

Conclusion

Fig.27: Should the U.S. seek reciprocity?

40 ) 51% 447, Unsure 31%
® SMEs @ All
LS R
7% Mot 12 9o, No 7%

applicable

Fig.28: Predicted RMB/USD exchange rate

|
1% Above 8
2% 7.76 - 8.00
1% 7.51-7.75
6% 7.26 - 7.50
39% 7.01-7.25
36% 6.76 - 7.00
8% 6.51 - 6.75
6% 6.00 - 6.50
1% Below 6

In sum, the 2017 China Business Report reveals that life for American and other foreign companies in
China is no easier than before, and by many measures harder. As opposed to previous years of
near-unanimous expectations of rapid growth, when companies were more willing to tolerate the
difficulties of doing business in China, businesses are now reweighing the costs and benefits of
investment. Growing competition from domestic firms plays a part, but so too do long-established
systemic inequities, such as unequal regulatory treatment. New long-term industrial policies that favor
local companies only deepen the sense that China is stacking the deck. A lack of reform at SOEs also
reaffirms the belief China is not committed to becoming a proper market-driven economy where capital
and labor is allocated efficiently. China will remain a market of major importance to AmCham Shanghai
member companies with substantial benefits for China and the United States. Addressing the challenges
outlined in this report can preserve those benefits for years to come.
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Demographics

e 426 respondents from AmCham Shanghai member companies.

e Over three quarters have been in China 10+ years, with 10% here five years or less.

e 21.5% have 1-50 employees, while 19.6% have more than 2000 employees. The largest segment
(31%) was 100-500 employees.

e 27.6% of respondents have global revenue greater than US$5 billion, while 19.7% have revenues of
$1-5 billion.

® 24.7% of respondents have China revenue of $10-50 million, and 24.2% have China revenue greater
than $250 million. Another 23.2% fall between $51-250 million.

® 58.3% of respondents derive 10% or less of their global revenue from China, and just over 25.1% receive
11-30% of revenue from China. 11.5% generate more than half of their revenue in China.

® 78 respondents (18.5%) are small or medium-sized enterprises (SME), defined as having global
revenue of less than $50 million.

® 50.4% respondents are from the manufacturing sector, while 35% are in services and 14% in retail.

e Industrial manufacturing was the most represented industry, with 84 companies. Other industries with
high response rates included: automotive (33 companies), technology hardware, software and
services (29), retail and consumer (29), chemicals (27), and banking, finance and insurance (26).

e For a more specific industry breakdown see page 60.
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BER15: RFFKR
o FE o IFHEAE

kBEFERERWAFRSENDIEENE

2015 51%

2017 57%

kBN R BRI S ESIEEINE

2015 54%

2017 55%

kEERRIARSEDIEEINE

2015 25% 10% 35%

2017 28%

10%

38%

* FEURE (85%) SHELZIHE (83% ) K
FERECURMENEEENRFYF.

* 71%MEIENZIHENAMNEIRNRBNNRES
kETFIHRERI.

o 2RZiHENH , 38NMZHEINARBEELHSR
FHEMNE  REFLEFT3%.

SREWFRT , —LEA BT RENEF RBAF KR
Be , URMNFEEXF W BERNBATIND |, ZBRTE
FHERZAZE "RXN~R" TENREFHDBEEME.
HLt , BERAERERCEESEIVNE  BfiMSER
ZFCENTKOIMEBDKREHD.

27% 78%
23% 79%
26% 80%
9% 64%

* EBEIHIRKESEE 20165118 E2017658 |, EIb52016F 98RBT ILER ST

WA FRNELE Y

BARENRNEEWERNREEDEGRAN. 70.1%0FNEEZHENRZRTREFERECVHNERESD
2EZiHET.3%. R, 55.3%0FNEEWRERZHREEMIMBEINNRREED , BRF2AZHERNGCS. 1%,
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Survey Results

How would you characterize your company’s
(W financial performance in China in 20167
2016FFABEELWSHMSRIZ 0 ?

N=417

0,
@ \Very profitable
BRFEE
80%
@ Profitable
65% 67% 62% 62% 68% =R
60%
® Break even
or small loss
0% BSTH
HHEESIR
o ® Large loss
20% e
22% 21% 22% 25% BASH
3%
0%
2012 2013 2014 2015 2016

How does your estimated 2017 China revenue
KM compare to 2016 results?
BAER017FEWRFRMHF20165F8LLB AR ?

N=415
@ Up over 50% ® Up21-50% @ Up1l-20% Up 1-10%
HE50%LL = 1#81£21-50% 1#EK11-20% 11-10%
Remains the same Down 1-10% @ Down 11-20% @ Down 21% or more
j=aa TiEgl-10% Tig11-20% TiBg21%LAE
100% — -
8% 8% 7% 9% '
15%
19% 17% 19% 16%
80%
21%
26%
- 26%
. % 28%
60% 34%
40%
20%
A o o R 3% 1% 19%
(] % % (] ° °
'=[—l% —41% _41% /-1% —[1% _[1%
2012 2013 2014 2015 2016 2017

100%

80%

60%

40%

20%

0%

18%

15%

12%

9%

6%

3%

0%

What is your estimated total annual China
revenue for 20177
RABR017FELUSHNERMItEZ D ?

N=413

@ > US$100 million

) 21% -
27% l 31% [ 387 [ 36% > ez
US$51 - $100 million
5100/355c-123ET
US$10 - $50 million
100075-5000755£7%
® US$1 - $9 million
. 10055-900/5255T
> 2% I 200,
23% @ < US$1 million
21%

15% < 100555

2 . 3 3% BN 5o, T 70, @ No revenue

2012 2013 2014 2015 2017 TSR

How did your China 2016 revenue
compare to 20157
BNF2016FMEER201 548 BAEEK ?

N=414

16%

2%

2%
19
| e
N

I2.

N

4%
%
e

o

S

5%
&

N
< g
Vo

mb\“@n\“
§ 58S
N

Down &7

* Because of a seasonal shift in our data collection from November to May, comparisons for 2016 are not always applicable.
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100%

80%

60%

40%

20%

0%

100%

80%

60%

40%

20%

0%

How did the 2016 operating margins of your
China operations compare to those of 2015?
BRAEHERSS20165FHTENAIEZR 52015548
anay?

N=411
14% 13% 13% Improved substantially 100%
REIRS 11% or more
Improved slightly 80%
37% 34% 35% 38% 38% BERS 1-10%
@ Remained the same 60%
B
Deteriorated slightly 40%
26% 31% 33% 26% 28% KA TE 1-10%
@ Deteriorated substantially ~ 20%
BETiB 11% or more
2% 3%
EA el wm’ A mvm 0%
2012 2013 2014 2015 2016
How did your China 2016 revenue growth rate
compare to your company’s worldwide revenue
growth rate?
2016 FE RN BELVSHEBIEKES LB S
HEE  ERaf ?
N=412
100%

@ Significantly higher

23% 17% 20%

36%
FERS 11% or more
80%
@ Slightly higher
30% I 500, BARS 1-10%
33% °
29% S ® Comparable 60%
31% B
Slightly lower 40
200 I3 Il 2% B TR 1-10% 0
25%
23% ° 3% @ Significantly lower .
BETIB 11% or more 20%
| 5% |
70 e @ Not applicable
E7A wvea FUE EFUE % 0% BETi8 1% or more 0%
2011 2012 2013 2014 2015 2016

How did the 2016 operating margins of your
China operations compare to your company’s
worldwide operating margins?
BAT2016FMNAELISEWFERIBLBRI S
aLE , &R ?

N=410
12% - % 10% 8%
. - - @ Significantly higher
BEIRS 11% or more
9 0 o 9 9
20% [ 24% [ 23% [ 257 [ 267 PR
BaERS 1-10%

® Comparable
B
2L Slightly lower
EETE1-10%

-

@ Significantly lower
BETB 11% or more

@ Not applicable
11% BZETE 11% or more
2012 2013 2014 2015 2016

What percentage of your company's global
revenue is derived from China?

RAFELISERESKBERS
Eu%jcl:lﬂﬂ ?

N=410

24% 17%

@® 31-50%
28% 25% 27% 25%
@ 11-30%
19% 21% 19%
19% 23%
® 6-10%
2-5%
® <2%
2012 2013 2014 2015 2017

AmCham Shanghai 2017 China Business Report 1 49



What is your company's primary strategy in How would you describe your five-year business

China? Please pick one. ifo}l outlook in China?
SAFEEFENFENLELIER4A ? RiE IREABRFKSFHEWSHIFIR ?
N=425 N=425
@ Produce or source goods @ Optimistic ~ @ Slightly optimistic @ Neutral Slightly pessimistic @ Pessimistic
gh?ﬁ;vr'ﬁgrsk'eqcmna for the £ LRI FERE  HREN A&
TEPEAPERHER
R MRS
100% 100%
@ Produce or source goods
orgervices in China for the
U.S. market o o o o 9 o
pagifld o N 80% 67 son 510 ELAN 53°% 53% 53% 43% 40% 40%
R MRS
@ Produce or source goods or 60% 60%
services in China for markets
other than the U.S. or China
EREAXFHEUSMIER 409 » oy
EF RIS ! ’ N 330, 38% 33% 42% 40% 41%
Import goods into China
HOFRIFE 20% 20% . .
3 5 15% 13%
@ Other 2%m3%m4% 10%
Hith 0% 0% <1% 2% 1% <1¢ 1%
2014 2015 2017 2011 2012 2013 2014 2015 2017
) ) , How did your company's investment in China
11 How does China ;ank in your company’s global Y change in 2016 compared to the previous year?
| investmentplans? = N | SAEI2016FETEMR AR —FELLAR
*EERQE@W?&&I"’%H*E"JM{M ? Qﬂﬂ ?
N=424 N=421
@ More than 50% increase @ 16-50% increase ©® 1-15% increase
® 2015 ® 2017 BEXF50% BEKXF16% - 50% BEXFLI% -15%
No change @ Decrease
407, RIFARZE Tig
0% 100% 7% % [ 4% |
34 16%
30 31 261 219 20% 23%
% 31% 0 % %
30% 299 80%
o 35%
24 607
20% 34% 399
o 56%
409 40%
10%
7% 6% 20%
0% 0% T e’ e
Number one Second to One among many 2012 2013 2014 2015 2016
priority third priority investment destinations  Low priority
ZyE EEE= KRENt— TREE

* Because of a seasonal shift in our data collection from November to May, comparisons for 2016 are not always applicable.
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What are your company’s plans for investment in China for 2017?

13. — N
BRER017FAEFERNREITIRMTA?
N=418
Increase
100% o
(&20165ﬁ1rtyjﬁﬁ) @ More than 50% increase
21% ol 13% BERAF50%
23%
80% 29% @ Increase
H16% - 50%
Increase
60% 1% - 15%
No change
40% RERE
@ Decrease
2004 B
2% 1% 19% 4%
0% J
2013 2014 2015 2016 2017

If your overall investment level planned for China in 2017 is lower than 2016, why? (Check all that apply)

B (1m0 T201 7RI A RIN20166) , RESHLE ? (TS )

N=418
Not applicable Rising Expectation of Increased EGH Better business  Recently Uncertainty Inconsistent
(investment is labor slowerﬁrowth domestic access prospectsin  made alarge aboutU.S.-China Talent  enforcement of
same or higher) costs in China competition  restrictions  other countries  investment trade policy shortage regulations
LNER SEipA BibRE  Atms higEN  RMtExEW MRk 0 STHEE REAT  hE
(RERBERSES) LH EEEE  ENERY PRI RIREF —EXTURE BERAEM 5
PCT(%)
75 12 10 10 6 6 4 4 4 3
Batt

In the past year, have any of your planned investments in China been redirected to other foreign
locations? If yes, where have you invested or where do you plan to invest? (Check all that apply)
SBEN—Fd , RATEREHYPHNFERERE T Hibithss ? NRERIE , REE T BESFTHIRE
B? (I8i%)

15.

N=406
Indian Subcontinent East Asia
No change in China (Bangladesh, India, (Japan, Korea,
investment strategy Southeast Asia United Sates akistan) Taiwan) South America Europe Elsewhere
FEHERRE Rl ESES| ENEDR KBS R (A7, [3ES ERIM Hfthith X
REIRBHE ( F=hnhz , ENE HE, &%)
EEHE )
PCT(%)
79 9 6 5) 3 3 2 2
Batt
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In which functions is your company increasing investment in China? (Check all that apply.)

16. = el ; 8
BRABIEEMRLURIENRE ? (THIE)
N=424
50%
47%
40%
30% o
° 29% 274,
20% 22% 21% 21%
18%
129 129
9 10%
10% 9% 8% 8%
1 0 0N
Sales, marketing Research Staff New No Automationand  E-Commerce Distribution ~ Environmental  Mergers Governance Corporate  Logistics and
and business and development manufacturing increase in productivity and channels compliance and and other social transportation
development  development  and training facilities investment  development digital 24l IRMFEMSE  acquisions  compliance  responsibility  networks
HE B iz RRRIT  #EfFeE  AXEE B HBTES A (e-g-a”t"lc,o”uptlon dilit s Wi
mElmaRE izl HEFEERET M= [hdia) compliance) =E eyl
BEMEM
(Ebanffg )

How have your China operations/production
affected your U.S. operations/production?

(8 (Check all that apply) 18,
RAAHPERXREE / £ QBEERIEE / £
EBEREME ? (AZiE)

For 2017, by how much will your company
increase or decrease employee headcount in
China?

20175 , SR EFENRINEE ALK ?

N=419 N=422
@ Little net effect on U.S. @ Significant source of profits
production/employment for U.S. head office
WEELEF/ TENRIRBHARNE REELSBEZENTIERIR
@ Added to U.S. production/ Not applicable (no U.S.
employment operations/production) @ Decrease No Change @ Increase
N7 EEBEF/TENS TER (RBAEXEEERE™) Tig RIFAE 1N
@ Decreased U.S. production/
T EEEF/TIFR ’ |
100% "' S
33% 28% 32% 38% 44% 36% o 1% <
(] { 4
80% ’ !
28% 29% 20%
60% 19% 17%
27%
270/0 10/ 10,
0 349 21% @ Increasemore @ 11-20% ® 1-10% No Change
40% | kxR o 29%) than 20% increase increase {RERZE
229 HE20% LA E 1BK11-20% H#4<1-20%
(]
209 1-10% ® 11-20% @ Decrease more
0 decrease decrease than 20%
Ti81l-10% Tig11-20% TiB20%LAE
. B S
2011 2012 2013 2014 2015 2017

* Because of a seasonal shift in our data collection from November to May, comparisons for 2016 are not always applicable.
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19. Z 2
BREIG T RS EERENE ?
100%
29% 30% 26%
80%
60%
49% 48% 54%
40%
20%
21% 22% 20%
0%
2011 2012 2013
How would you describe Chinese government
{0} policy toward companies in your industry?

RRBATITI R BB SR ?

@ Strong favoritism toward N=425
local companies

ERRIEA L

Foreign and local
companies treated equally
FEX IR RAANI N B

@ Some favoritism toward
local companies

iR A R

How would you characterize the transparency of the regulatory environment in your industry?

N=424

Not transparent
and hinders
business

TER , ¥MEE

Not transparent
but doesn't
hinder business

TER , ERmEE

Transparent
pricii]

To what extent do the following regulatory

36% 25%
35%
36%
53%
40%
28%
14%
2014 2015 2017
21.

challenges hinder your business?

TIGEERERL2RNWSEHARM ?

@ No Hindrance

70%

@® Some Hindrance

@ Serious Hindrance N=412

63%

@ Strong favoritism toward Some favoritism toward 47%
foreign companies foreign companies 50% 45% 46%
PR AR BERIES R o
40%
100%
18% 18% 17% 16% 21% 17% 36%
30%
25% 29%
80%
209%
Zo 36% 37% 37% 38%
0 38% 10%
60% ’ 10% 3%
0%
40% | RERA Procurement Tax Obtaining ~ Investment Data security ~ Lack of Lack of
29% 31% 27% practices  administration required restrictions and impartial civil  IPR protection
28% 33% favoring domestic i3 licenses st protection of  and judicial and
competitors =m SEERE BRI commercial  remedies for  enforcement
20% BRIFAL iy secrets  business disputes X35 %0iR
NEINRWIE HiELe IELYy FEREERP
MELNE REAEN AT
AR 6% — 3% 1% e 2% B REMSERE
2011 2012 2013 2014 2015 2017
29 In the past year, capital controls have made your ability to repatriate earnings:

BB A S E IR RAYE R EN ?
N=425

Considerably more difficult Slightly more difficult

EURSRAEME—RR

LUIRREME RS

No difference
RBXE

Slightly less difficult
PR E R —R

Considerably less difficult

EURSRE AR

PCT(%)

EL »

56
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Please respond to the following statement:

28 EEE T -

N=421 Numbers in () are taken from the previous survey — #ESHAFEFREPHHIEER

Percentage (%) Strongly agree Disagree Strongly disagree Not applicable

BotE FEER R SRR NER

My business is facing
increased competition from
State Owned Enterprises

A S HIGERMZH
kEESRIARS

10 (10) 928 (25) 29 (32) 6 (12) 28 (21)

My business is facing
increased competition from
Private Chinese Owned Enterprises

WS EIES RS 23 (27) 57 (51) 11 (14) 1(2) 9 (5)
kEHEFAE RIS

My business is facing
increased competition from

Foreign Enterprises: 9 (26) 55 (54) 23 (14) 5 (3) 8 (3)
FA S EIRESERHZH
RESNEEIATRS

To what extent do these operational challenges hinder your business?

24. ; )
AR IXELEPSRAERFEE L2207 IR S5
N=415 @ Serious Hindrance P& 548 @ Some Hindrance RB&HI5S No Hindrance i&B15%8
22%
36% 31% %
599 47% 48% 45%
43%
56%
51%
57%
Domestic Lack of talent and Inefficient government Internet IPR Corruption Limited local R&D and
Rising costs competition capabilities burefucraCy restrictions infringements and fraud innovation capacity
A EF rERE RZEAAFIRES BRTBAER BB PR FIRFIRARIE M FIERTE KL REES
HERR MEIFEENHIR
o5 Which two factors present the biggest challenges to attracting foreign talent to China?

TR RS SMNE AT RABI P E?

N=422

Air pollution Hic};h cost Food and water Access to quality Restricted internet Access to
0

concerns living safety concerns healthcare access/media censorship affordable schools Other

FESHR  LEEAAE  BmfkERE RISERENET  BERENRE/GAES FNEIFHR Hftb

PCT(%)
Bott

* Because of a seasonal shift in our data collection from November to May, comparisons for 2016 are not always applicable.
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In the past year the number of your senior foreign executives based in China has:

26 = e .
SE—F4  SATHTPESTENAL :
N=423
Decreased Remained the same Increased
> RIS b))l
PCT(%)
34 57 8
Bt
o7 Which cities does your company plan on investing in or expanding to? Check all that apply.
| SAETHEBMEHIREET KEF ? JiES I
N=364
Harbin
e
Changchun
K= 2%
Shenyang
il
Dalian o
i 6%
Tianjin A
Tz 12%
Beijing  (ETR
1 & -
antai
Zhengzhou 4, ) 2% Ha
XM S0p Qingdao
55
o,
Jinan
& FE 11% Nanii_ng
[
(YA Wuxi
5% P
[ Hefei
17 R
Xi'an (S Suzhou Hangzhou
rz > & i M
23% Ningbo
Chﬁ;rgdu ) Vuhan T
y X
. o,
Chongqing 12% 20, Wenzhou
ES y R
o,
Changsha >% 3% Fuazj}ﬁ) "
®ib =
Xiamen
5% :
Kunming y =]
=2 17% Shenzhen
wN

4% Dongiuan

/R>T

Guangzhou

ToHI
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8 Which one of these non-first-tier cities in China does your company consider the most attractive for
| foreign business and investment?

REPAA TP IF—Lig I FoAE R W AR FRE RS ?

BN
N=344

Harbin

BRE NG
Changchun
K& 1%
Shenyang
L]

1%
D;I\‘]gn 2%
Tianjin
RiE
Zhengzhou
B

4%

1%

Yantai
29 I
ingd.
3% Q‘E;%ao
Jinan
N FOA Nanjing
A Wuxi
4% P
DA Hefei

. % am
Xian L 24, Suzhou Hangzhou
mz & : y o
Chengdu 15% Ningbo
A EB o Wuhan T
) ) 7% iy
Chongqing 7%
El ,
Changsha 1%
Kb

M Fuzhou
2% R

Kunming

)
25 1%

Xiamen
0,
& =i

20, Dongguan

5

When expanding outside of Shanghai what are the three greatest challenges to your success?
i’ (Please only choose 3)

RREIANAR LBLUIMEXT K, AIRNRAN="&ETA?

N=394

Lack of  Relationship with Labor  Supplier quality/  Slower market
talent  local government costs capacity growth

Proximity to target Legal New Overcapacity due to  Political

customers/markets compliance competitors market overheating changes
k= FMWSBERN S0 {#\g@@b Ay 58@EF/ = Y Fﬁiﬁg?&v‘%éﬁ BUAT
A *E mA  EE/FE mes  mpnEs BeE FRE R
PCT(%)
=AY 72 46 28 26 24 23 23 15 15 13

* Because of a seasonal shift in our data collection from November to May, comparisons for 2016 are not always applicable.
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Select the top 3 factors that positively influence your company's investment and expansion
decisions into cities outside Shanghai.
BERSREEN=ASRATMEEELBUMIRERRT KRENHE.

N=397
Transparent Education,
Proximity to Local government Developed and predictable Innovation medical,
target access and Proximity o logistics and Strategic Rising per capita regulations, and cultural and
Labor customers/  Talent support for Tax benefits/ current transportation integration income and policies and technology recreational
costs markets pool  foreign investors  subsidies operations networks with suppliers expenditure procedures centers facilities
A BWEBIR AZE JMEEF RKKE/ #EE  RENYR SR AN &P, TWA EH #E, BT
A ER/ME BISZ#F #G NELE RBEME HEESE SHEHBRKFE HNEEBR EARD  XHUR
RS MIERARR IR RIRIE
0
FEIEA) 41 38 30 28 21 15 15 14 13 12 5
BotE

1 How do you rank the following as drivers for improving innovation in China?
| EREREEXR , #HEIFECFNEESNNE?

N=403
21% 16%
35%
18% 14%
220 18% 12%
14%
17%
21% 22%
@ Ranking First s— 18%
@ Ranking Seceond 55—
19%
@ Ranking Third =
Ranking Fourth e 46%
Ranking Fifth R
® RankingSixth & S
Better IPR Supportive Private sector Government Education Less restricted
protection and government investment in R&D,  funding and support for reform internet access
enforcement policies talent and start-ups entrepreneurs HERE 3 BB R
REFIRFY BURTFROBIER RECWEHRE , BURF 78k el BEAKIPRE
RRPFIHAT X AZFReIEl FRIRE RERSTSZRE

What are your plans for R&D investment expenditure in China?

32. = cirs
BENBEFENHLAREEEITE ?
N=422
Increase more Increase Increase Increase Decrease Decrease Decrease Decrease more
No plans than 20% 11-20% 6-10% 1-5% No change 1-5% 6-10% 11-20% than 20%
AR En20%LA E #Eh011-20% 1Eh06-10% 1EA01-5% i&8EM EP1-5% E6-10% RED11-20% REiD20%LA
PCT(%)
31 10 13 12 14 18 1 1 1 1

Epd ) )
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Please respond to the following statement: Our investment in innovation and R&D in China is limited
Kkl by inadequate IPR protection.
BEABWNTRE | RMNEFENHERZIR AR RERIPARDMER

N=419 ® 2015 @ 2017
v \ <
2% 4%  25% 302 22% 17%  39% 39% 12% 11%
Strongly disagree Disagree Not applicable Agree Strongly agree
=0l S85) (no innovation, R&D investment in China) BE EEEE

REE!
(EFEREEFFIARSENRE )

In the next 3-5 years, which 3 factors will most benefit your industry?
SEIESFE , THBR=AEZNELQEME=LEER ?

N=421
Increasing Innovations in technology, Growing local Improved countrywide Economicand ~ Expansion of  Strengthened
consumption Urbanization media, and telecommunications  talent pool infrastructure financial reforms  e-commerce  legal institutions
HEATEIN EER , FAF AT AZWRK £ETEEM SFS5SEE BFEsN IBEE
R EReIHET EIRAINE 3K HATEER
PCT(%)
57 41 37 34 34 32 26 24 7
Bt

Over the next 3-5 years, what are the top 3 challenges for your company in China?
SERB3ESER , RNEEFTEHIEHNRAAISMEREMA ?

N=420

Domestic
competition

PN ng

PCT(%)

mot O

36.

N=418

Improved

IPR protection

JIIEESIA
FERURIR

PCT(%)

ST

Economic
slowdown

ZF B

Increasing
labor costs

E=EUpA)
BA LT+

54 51

Streamlining of administrative

approvals and taxation
fECHAD
R

50

Reduced market
access restrictions

PHEMEN IBREAGER SR SEEEMEA

Policies that
favor domestic
companies
fREALEI
HIBER

Unpredictable
regulatory
environment
ISEREH
AETFME

Chinese companies’
adaptability and
improved innovation

REREIANIERRE
LR NRRS

Increasing
material costs

[t
8 ik

&3 31 28 22

What are the top 3 reforms important to your business growth in China?
MNFRADEFEUSZHEK , M=INEEEE ?

Improved
internet access

Strengthened
legal institutions

Financial sector
reform

A

46 40 31 29 23

SOE reform

Consumer
behavior
changes

HEEIR

HIBER

16

Cybersecurity
policies
and/or attacks
WELE
BUR/BE

Hukou (household

registration) reform

BfdE PO (FREE0) 356

12

* Because of a seasonal shift in our data collection from November to May, comparisons for 2016 are not always applicable.
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What impact has the new U.S. administration had on your investment plans in China?

37. = 8 .
EENHBERN FRLABDEFENREG @A ?
N=420
Our investment plans are We have increased We have decreased We have cancelled
No impact on our plans Don'’t know under review as a consequence our investments our investments our investment plans
heZ=EAl) FNE SEEA =R R FNEIN TR BAIRD TR HAHETIRE
PCT(%)
65 18 12 3 1 <1
Bott
Do you believe that the U.S. government
What should the new U.S. administration’s top should use investment reciprocity as a tool to
EER trade priority be regarding China? 39. gain greater market access to China for U.S.
EEHBENEINPENSREENSRENZEMHA ? companies?ZEE BTN iZFI IR ENEXRENE
HXECWREFERNMTIZENL ?
N=413 ® Pursue a multilateral free trade N=419
agreement that includes both
the U.S. and China (ex - the FTAAP)
BIEMREEEFREERN -y,
SHBEHBRSMN (LR
TWAEHBESZX )
@ Advocate more strongly for 40% E]} 9% ;‘?OF_\E %

a level playing field for U.S.
businesses in China
EIERUEINRER
SEEIRETFESE

Address market access barriers

FRRTIIIENEE L2 AT my

Conclude the Bilateral

Investment Treaty (BIT)

AR 44, Unsure 7% Not applicable

THE TEF

® Stricter enforcement of

China’s existing trade and

investment agreements

EFES AT TRY

BRBFUGE NN

In the past few years, Chinese government policies and regulations toward foreign companies have:

W TERILER , PERRSINE R RS I 2
N=419
Improved Remained the same Worsened
WET RELW TET
PCT(%)
T, 28 40 33
41 Where do you think the USD/RMB exchange rate will be January 1st, 20187
| &h1T2018F 1 1HETTMARMZERCRERE
N=420
Below6 (6 LAT) 600650 651-675 676700  7.01725 726750 751775  7.76-8.00 Above 8 (8LAL)
PCT(%)
N 1 6 8 36 39 6 1 2 1
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How long has your company had a physical

How many employees does your company

42. presence in China? 43, have in China?
BREEFEERETEZLFE? EAREFEEZLSRI?
@ > 20 years @ 10-20 years N=423 @® 1-50 ® 51-100 N=423
ZF20F 10E 204
2-5 years ® <2years ® 6-9years 501 - 2000 @ Over 2000 ® 101-500
254 RE| 24 694 2000 ALLE
0 o 0,
100% 100%
25% 29% 31% 22% 25% 35 0% 21% 22%
0 0,
80% , 80% 12% 11%
39% 16%
42% 36%
60% 35% 60
ey 30% 31%
’ 47% 31% 31% 26%
26%
o S 26% 28% o
. . 22%
0 0,
20% 20% ]
0% —2 0 e 1 %0 -2 %o 0%
2011 2012 2013 2014 2015 2017 2011 2012 2013 2014 2015 2017
44 What is the size of your company, defined by global revenue?
| ZRBEEKEALT , SRENMEEBANTEE ?
N=421
@ <US$100 million US$101 - 500 million ® USS$501 million - 1 billion @ US$1 billion - 5 billion @ > USS5 billion
INFSFHET 1.0112-512%5% 5.0112-102%7% 1012-50{2%5% BIT50{2ET

Which of the following best describes your company’s industry sector? (pick one)

45, = |
RABRBTEATAL? (Bik)
N=424
® 2015 @ 2017
84
35
33 29 29
26 27 26
24 21 23 23 22 2 20
41 15 16 19 17 16
. “
Industrial Other Automotive Retail and Technology Chemicals ~ Banking, Finance ~ Management Electronics ~ Pharmaceuticals, Logistics,
Manufacturing  (please describe) RE Consumer Hardware, “®wT and Insurance Consulting (non-consumer) Medical Devices, ~Transportation,
HE Hti—i5iA TEMHE Software RIT SMARE EEEE BFEEHEZESE)  LfeScences  Warehousing,
and Services 255, Efreety  Distribution
16 WERARIRTRS MERRY  WRDE
15 13 11 CHEMNDH
10 10 11
‘11 ¥ R QOO I
3
wl :H m vl o= B i
Real Estate, Agriculture Education Legal services Healthcare Media and Aerospace Energy, Tax, Audit Hospitality Environmental
Engineering and Food and Training EEIRS and Hospital Entertainment and Aviation Energy advisory and Leisure Technologies
and Construction  RFIRAE  HEBEFHII Services BRFIIR R BRSPS Equipment, B, EIRFARA RIERE
Services EFRS Mining Eitan
Bk, THE BER,
FZRIRS BEIRIRE "
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