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This is the 17" year that the American Chamber of Commerce in the People’s Republic of China (AmCham
China) has conducted its annual Business Climate Survey. To enhance the report and service to our mem-
bers, we are proud to have partnered with Bain & Company, which provided valuable insight into improv-
ing the survey experience for our members as well as the depth of the analysis, and into determining the
implications of our findings for member companies

The Business Climate Survey enhances the Chinese and US governments’ understanding of our mem-
ber companies’ concerns regarding China'’s regulatory and policy environment, as well as the daily business
challenges companies face when operating in China. Further, the survey is a useful tool for our members to
measure their operations and compare their business outlooks and strategies with the broader community.

We would like to thank all of our members who took time to participate in the survey. Your input is
greatly valued and is the key to our joint success.
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Chairman’s Message

SR

The 2015 Business Climate Survey is a reflection of many important topics on the minds of our member compa-
nies, and the results can be summed up as follows:

AmCham China member companies are committed to the market but continue to weather and adapt to a
challenging business environment that is constantly evolving as China continues on a path of economic reform
and sustainable development. Our companies understand and appreciate the complexities and difficulties that
the Chinese leadership is confronted with as it balances its economy and implements its reforms, including

the reforms incumbent in the upcoming 13th Five Year Plan. But much work lies ahead for all of us in 2015 and
beyond as the Chinese economy continues to mature and the government implements and enforces a host of
new laws that have been in the pipeline for years. Indeed, we are witnessing a learning curve in developing best
practices—such as with respect to the enforcement of the Anti-Monopoly Law - and, to ensure that the interests
of our members are preserved, AmCham China continues to monitor the regulatory environment to ensure that
the laws are enforced in a fair, uniform, and transparent manner.

The 2015 Business Climate Survey further reflects that our member companies desire to play a positive and con-
structive role in the development of the country in a manner that is mutually beneficial to our companies and
the communities they operate in. We look forward to an open and candid dialogue with the Chinese leadership
to explain and interpret the Survey results.

James Zimmerman

Chairman, AmCham China
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Executive Summary

This year's Business Climate Survey offers a unique and important view of the rapid changes in China’s economic,
business, and regulatory environment and their impact on American businesses in China.

2014 Performance Snapshot: Decelerating Top-Line and Bottom-Line
Growth

Slower revenue and profit growth in 2014 led to the most challenging year in recent history for many member
companies. While three out of five companies reported higher revenues in 2014 than in 2013, two out of five
reported comparable or lower revenues. In terms of profit margins, two out of five reported increasing margins,
while three out of five held steady or reported declines.

Investing for Future Growth: Established Companies, Complex Choices

Despite the slow down in 2014, member companies continue to see growth opportunities, especially related to
domestic consumption trends, the continuing rise of an affluent middle class and urbanization.

AmCham China members are well on their way to localizing their businesses and have invested significantly

in local innovation in China. For example, a strong majority have Mainland Chinese in 75% or more of their top
country management positions. In addition, nearly one-third of companies now derive more than half of their
revenues in China from locally designed, developed, or tailored products and services. Meanwhile, many

other companies use China as a base for global growth. Nearly half of companies in R&D Intensive Industries or
Resources & Industrial Industries have established R&D centers in China, and almost 40% of these companies are
using the centers not just for China, but also for a broader set of emerging markets.

For 2015, most companies have set organic revenue growth as a primary business objective, with 44% planning
to launch new products or services, and 41% targeting new customer segments. Meanwhile, only 6% of com-
panies list acquisitions or JVs as a primary objective. The key challenges to inorganic growth include difficulty
obtaining credible information and a lack of attractive targets.

Although companies’' operations are more established in China than ever, many are now revisiting their China
investment strategies. More than 30% of companies have no investment expansion planned in 2015, the highest
rate since the recession of 2009. And while China remains a top-three priority globally for over 60% of members,
more than 35% now view it as ‘one among many destinations”or “‘not a high priority.”

Solving Business Challenges: Human Resources and Regulatory Concerns

Challenges in China are on the rise, with a significant uptick in the number of companies reporting that the
quality of China’s investment environment is deteriorating. Human resource concerns and inconsistent regulatory
interpretation and unclear laws continue to top the list of challenges. On the positive side, corruption dropped
from the fourth-largest issue in 2013 to the sixth-largest issue in 2014, and fell off the list of top ten challenges
entirely in this year's survey.

Human Resource Challenges

High labor costs continue to be the top human resource challenge, and increasing costs are impacting company
strategies. As one example, an increasing number of member companies—15% in 2014—have moved or are
planning to move capacity or investments outside of China. Shortages of qualified employees and managers also
round out the list of top challenges. These shortages are further exacerbated by air quality issues, which in 2014
caused over half of surveyed companies to experience difficulty in recruiting senior executives to work in China.
Resolving human resource challenges will remain a top priority for American businesses in China in 2015.
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Regulatory Concerns and Solutions

From a regulatory perspective, almost half of companies believe that foreign businesses are less welcome in Chi-
na than before. Market access limitations are the top regulatory measure limiting willingness to invest in China.
Companies are also very concerned with ineffective enforcement of policies and rule making that is non-trans-
parent, unclear or inconsistent. Internet censorship—and its effect on Internet speed—also continues to have a
negative impact on business.

Ineffective enforcement of intellectual property rights (IPR) remains a concern for nearly 80% of members. Even
though many companies have set up infrastructure for local innovation, significant improvements in IPR are
needed for member companies to conduct more of their core global R&D and innovation activities in China. On
the positive side, 86% of members believe that China's enforcement of IPR has improved during the last five years.

In this year’s survey, “increasing Chinese protectionism”is again among the top five challenges. 55% of respon-
dents believe foreign firms are being singled out in recent enforcement campaigns, and more than 50% of these
state that such campaigns have a negative effect on their intent to invest in China operations.

While recognizing the current challenges in the regulatory environment, American companies see potential
solutions. Specifically, member companies believe there will be significant benefits from a prospective US-China
Bilateral Investment Treaty (BIT). Many members reported that the BIT will allow their companies to enter new
business or product segments, or improve their ability to make acquisitions. Importantly, 65% of respondents also
anticipate that a BIT would reduce the general complexity of the regulatory environment in China. The BIT is a
major opportunity to improve both market access and the overall regulatory environment for American business
in China.

Overall Business Climate Outlook: Growth Opportunities, but Increasing
Challenges.

As our member companies look toward the next two years, almost 70% are optimistic on domestic market
growth. However, achieving this growth will not be easy. Many survey respondents see increasing competitive,
regulatory and cost challenges. In this year’s survey we also see differences by sector, with services companies
more optimistic than resources and industrial companies on growth opportunities, for example.

Conclusions

For businesses: The deceleration of growth in 2014 and the significant business challenges faced in China have
become important triggers for American businesses to review and revise their business plans for China. Compa-
nies will need to make clear decisions on whether to continue pursuing growth and investing in China, or wheth-
er to wait on the sidelines and see what happens in the Chinese economy over the near-term, while prioritizing
other growth opportunities. For companies committed to growth in China, they will need to ensure that their
strategies and organizations are well adapted to China's changing market opportunities and human resource
challenges.

For policymakers: While members have shown increased concern over perceived anti-foreign sentiment, the
recent pronouncements for strengthening rule of law and providing greater transparency, and the decline in
reported challenges from corruption are positive signs for our members. In addition to further market access, the
American business community in China works to ensure their operations comply with the evolving framework
of rules and regulations, and therefore clearly looks forward to improved transparency, predictability, consistency
and fairness in the enforcement of policies and regulations relevant to their business, though especially as they
relate to investment, standards, and IPR. A top priority for both Chinese and US policymakers should be the pur-
suit of a high standard US-China BIT to improve the ability of US companies to invest and innovate in China on an
even playing field to the benefit of China’s future economy.

For both businesses and policymakers, 2015 will be an important year to continue to adjust to the new econom-
ic and market realities, set new directions where required, and implement the important changes necessary to
successfully navigate the economic transformation currently under way in China.
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Survey Demographics
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To better understand the different issues our members faced in 2014 we have analyzed survey
respondents across four high-level sector categories according to their scope of business: Services
(excluding Information Services), Information/Knowledge-Based Services, R&D Intensive Industries,
and Resources & Industrial. We look forward to using the survey to continue better serving our
members by further reporting on issues related to their specific sectors, and by providing additional
insights into human resource challenges in China.
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For this year's survey a record number of companies were surveyed. Out of 1,012, a total of 525 com-
pany members partially completed the survey—a response rate of 52%. To ensure a high level of
data integrity, we have included in the report’s analysis only 477 responses—those from companies
that were able to complete a significant portion of the survey. Of those 477 companies , 447 com-
pleted the entire survey.

The survey respondents represent a broad set of industries and company sizes with presence across
China. Of the companies included in the survey, 77% have a presence in Beijing, 52% have a pres-

ence in Shanghai, 28% have a presence in Guangdong, and 20% have a presence in Tianjin. More
than 50% have a presence elsewhere in China as well.
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2014 Performance Snapshot
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In 2014, AmCham China members continued to earn profits and
see improved revenues in China. As the overall market has grown,
so have the revenues for the majority of our member companies.
Operating margins, however, continue to ease and are in line with
levels of members’ businesses elsewhere in the world. As discussed
in the following sections, member companies see opportunities for
growth driven by key trends such as increasing domestic consumption,
continued growth of an affluent middle class and ongoing urbanization.
Rising costs, limitations from the regulatory environment and the
slowing economy present significant challenges to revenue and margin
growth for members.
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Majority See Increased Revenues,
Though at Lower Rates
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As China's economy has continued to
grow, the majority of AmCham China
member companies continued to

grow their revenues as well, but with

How does the forecast of this year’s revenue of your China
operations compare to last year’s?

more companies reporting compa- Tkt fll 2014 4EAEAEBE RN 5 2013 45 A b fnfal?

rable revenues, twice the proportion

from the previous year. Three in five

respondents reported increased o

revenues from the previous year, while
over one in five reported revenues 13%
comparable to last year.
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Fewer Companies Are Improving Margins
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How do the forecast EBIT (Earnings Before Interest & Tax)
margins of your China operations this year compare to last year?
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Company margins are stabilizing
in China. In this past year, the
majority of member companies
reported EBIT margins that were
either comparable to or lower
than the previous year. A lower
percentage of companies than
in prior years—42%—reported
increasing margins.
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Margins Comparable with Global Markets
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How do the EBIT margins of your China operations
compare to your company’s global margins in 2014?
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The majority of member compa-
nies described their operations
in China as profitable. In total,
73% of respondents noted they
are profitable or very profitable,
though this year's survey shows
a small decline in the number of
companies describing themselves
as very profitable. About 10% of
companies continued to report
losses in China.
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This year, more than 40% of respon-
dents reported margins comparable

to their global average margins, while
30% reported margins lower than their
company’s operations outside of China.
Reflecting the reported increasing costs
and competition our members have
faced over recent years, a total of nearly
75% reported their China margins are
comparable to or lower than margins for
their company elsewhere in the world.
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Majority of Companies are Profitable
AR

How would you characterize your company’s financial
performance in China in this past year?
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Investing for Future Growth
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Foreign companies continue to see large opportunities in China's economic
growth and expanding consumption rates, which drive companies to view
China as a high priority for their global investments and their intent to invest
further. Our respondents demonstrate a commitment to their operations in
China, creating structures that localize management and products to better
meet the needs of the Chinese market. Many companies have invested in
R&D centers in China, reflecting a commitment to supporting innovation.
However, rising costs and market barriers continue to negatively impact
the attractiveness of opportunities in China relative to the attractiveness of
opportunities in other markets. China is increasingly becoming one of many
destination markets for investments instead of the top destination.
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Growing Consumer
Market Top
Opportunity
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Member companies see a range of
growth opportunities for their busi-
nesses in China. The sustained, rapid
economic growth and increase in
domestic consumption are seen as the
primary opportunities, while the grow-
ing middle class and urbanization are
third and fourth, respectively. Growth
opportunities vary by type of business,
however. For example, the Resources &
Industrial category found “addressing
environmental challenges/environmen-
tal protection”and “ability to leverage
improvement in technological and in-
novation capabilities”as among the top
five opportunities, while the Services
category saw “ongoing economic and
social reforms”as a top-five opportunity.
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HARET I ERH L EIE TR
B, Blan, FEMI AR " fR
IEET /BRI
THEARMEFEENHEN" FINGTR
RERNIE, Mk NE " EfEt
TRZFMEREE" FINGTARE
EHIbER

.
Which of the following do you think are the key

opportunities for your China business?

BEN A LU TR R B3 Al AE ARl 55 R SR e HILIER ?

Sustained rapid economic growth
ST RIFIRERIGK

Growth in domestic consumption

ESPSHEE i

Rise of an increasingly sizeable and
affluent middle class

BTN R TA IR

Urbanization

R

Ability to increasingly develop win-win
relationships with Chinese business partners
SrhEml K ARETEL
MR EERRRIBE
Ongoing economic and social reforms, e.g.,
Shanghai Free-Trade Zone

EEHTREFINTSNE |, N EBRRK

Rapid growth in e-commerce
EFESHIRERRE

Ability to leverage improvement in
technological and innovation capabilities

INBEFHRAFACIFRIE

Continued intensive investment in
infrastructure

PEEBmERREREIR

Addressing environmental challenges/
environmental protection

FRIRINEED / IRIRRIP

Opportunity to leverage China
experience in other emerging markets

R RTS LA AP EERANS

Development of Western
Chinese regions

FEEBAT A

Ability to (increasingly) foster productive
relationships with Chinese government bodies

INREREINE S FEBURER JRIXER

Preferential policies for
foreign direct investment

SN ERIREMEBER

47%

47%

39%

31%

27%

26%

25%

24%

23%

19%

18%

14%

14%

12%



Which of the following most accurately describe your primary business

objectives in China for 2015?

DL T WA 3 fie Bl R e B¢ 24 1) 2015 ARFEARL 55 a5 I % H bR?

Grow revenues with current products/
services in current geographic footprint

REIEm / IR55CI
ARG

Grow revenues by launching new
products or services

BT I MREARSS SEIMI NIB K

Grow revenues by targeting new
customer segments

B REHTHBERHMASSHUI NS K

Improve profitability levels
REEFIKFE

Grow revenues by expanding
geographic footprint

B KA SEI NG K

Develop the right
business partnerships

REIEFRR SRR

(Further) Localize China business
operations

(H—F ) BFELEERTHKF

Grow through inorganic means—
acquisitions and JVs

BHEHAEFFENSEIIER

Enter entirely new businesses (other
than vertical integration)

EAEFSE RAEEFHFZI)

Vertical integration—enter downstream
(i.e. customer) business segments

PRAEH—EHNTE (=P )
OS54

Retreat from China market

BHPERS

Vertical integration—enter upstream

(i.e. supplier) business segments

PEEF —— HENLiF ( 20HAR )
A9l SS4.

54%
44%

41% R
Companies are

Prioritizing Organic
Revenue Growth

26% EAPRBETUINER
HIANEEBR

32%

24%
Increasing revenues through organic
growth strategies, as opposed to M&A, is
the primary objective for most AmCham
14%

China members, illustrating their estab-

lished presence in the China market and

longer-term goals to offer a broader set of

6% products and services to more customer
segments. More than half of respondents
intend to grow their revenue through
existing products and services in geogra-
phies they have already entered. However,
innovation continues: 44% of companies
continue to launch new products or

3% services, and 41% have plans to target new

customer segments.

5%

BT EN A RIS IR TIBA
MEKSHEAZHPAELEFESSALY
MEEEAR, AHORBMRINERESS
H—REZ B TIE, TR AR
2% NEE SRS HEE SN &
BTN EKR B AR, BT EHHZ
PE N EENEOERIBRE, 125
TEEHEANHEHTHHERA., Sl
BB IAELRS: . 4496 (ol R4k
SHLFRIRS, 41% RFTRE
BRI MEBER PR,

3%



Localized Products and Services Create
Sizable Revenues

RIS A A EUE AT

What percentage of your China revenues comes from products or services that
were locally designed, developed or at least tailored to local requirements?

Al % K ELBIRAESEIR AN TR A AR 38T TR B DR A M SR 7™ i Bk 552

o 50-75%
25-50% As our members seek to serve the China market and grow
10% revenues, a large number of them are doing so with locally
13% developed products and services. Nearly one-third of
75% or more respondents saw more than half of their revenues come
8 75% RLAE from products that were locally designed, developed
22% )
or tailored for the local market. Further, nearly half of all
respondents reported that more than one-quarter of their

10-25% 16%
revenues come from locally developed products.

RS R4S N RS T E A I K5
B, Reabdd Rt L mARSRAZI BFR,
i 1/3 IR E R M B A A g
W AN AMERNER, B, EEHF
fﬁi@w% HERRMAIBIT 1/4 BIAKE A LT RN,
i (o]

What are the primary goals for having (an) R&D center(s) based in China?
SRR SR PO E R H AR A?

1 . . .
Tailoring products or services to
Chinese market needs

xR E IR R ERF MRS

Don't have Tap into local — .
pool of talent Tailoring products or services to
needs of (broader set of) emerging

R&D center in
China ERALTAT markets
REFEEZ SR TR BRI R RS
AR

54%

Address legal or
regulatory concerns

2P SEREE

Have R&D
center in China

EEPERL
vl

46%

Customer
enablement

Improve Accelerate
R&D cost product or service
N competitiveness innovation m g
Resources & Industrial BRAMEBAESS MR RRREH
and R&D Intensive N R
companies .
BRI T E VIR & M
7 =T

\



What percentage of your top country management is
native Mainland Chinese?

Bl R DX A OB R S A I L 2 709

® Less than 25%
15%

12% 24% 11% DF 25%
11% 25-50%
9% 8% o s0-75%

. 75% or more
75% RLAE

9 76%
74% 66%
50%
Services (excl. Information/ R&D Resources
Information Knowledge- Intensive &
Services) Based Services Industries Industrial
REL (AE  ER/FRE (i ey Sl BFEFT AL
EEERS ) ARS5 Pl

Companies Investing
in Local R&D

AR A THA

Country Management Largely
Mainland Chinese

PEXEEREAERD HPE XM
ATEE

Nearly half of the companies in Resources &
Industrial or R&D Intensive Industries catego-
ries have established R&D centers in China. Of
these, members pointed to tailoring products
or services to local market needs as the primary

The large majority of AmCham China members use local talent for more
than 75% of their top country management positions, with companies in
R&D Intensive Industries most localized. Information/Knowledge-Based

goal for doing so. Improving R&D cost compet-
itiveness and tapping into local talent were the
second and third goals, respectively. Also of note:
39% have developed R&D facilities in China to
tailor products for other developing markets in
the world. Tapping into local talent and tailoring
products for other markets both reflect the grow-
ing importance and influence of China teams on
member company operations around the world.

BB T ST 2 B BT A —F A1
VERAEFERE THEAH O, XEoRM
YRR, HNRLHHBREH @Mk S
R EATOHNEZERR, $ (M
BN ARRIIMT R AT F IFZIEER
TATHIRES. Hip39% gy, BEHEE
WAL AR A O M S B E M R R
TIHHEEN M, ZEPEAE AT N
AHEMHHES =M, FTARAT PEENR
NERAEVEREEMRBEER, FmEOtd
ALK,

Services reported a lower percentage than other sectors, with only half
of the sector reporting more than 75% of their top country manage-
ment as being Mainland Chinese. Localizing top country management
is consistent with member company strategies to tailor products and
services for China.

TEXEREERAT, EXFOEVNESELRLAS SEEET
70%. HxgfE I sEATUntbfiRs. FEMIRE
BRGNP REESE SR TEMTY, ZTLHhRE 1%
BV KEESESTEXSEBMNELHBE 75%, PTEXKSE
BARTURFER RS RETRES = mANR SR,



Top M&A Challenges: Obtaining Credible
Data & Lack of Attractive Targets

FHPRIRAHY - MELBYS Al E20EF06R
DEFHIRSIRIBR

In the last two years, has your In the last two years, what are the
company had experience with an biggest obstacles for pursuing M&A
M&A or JV transaction? and JV transactions?

fEit AR, Sidll e M e it I I ak fEd LA, STabAEI A BTl
AB s 57 32 By v B ) Jre KRB 49

Difficulties in obtaining credible infor- ® Business environment challenges

mation about target =N N5
R MLIKE BRI EEER e Efijfl;tiir};&;wronment challenges
JV transaction Mismatch in BT
business corporate cultures

experience DAY ITER Difficulties in obtaining
THWHER

| T

regulatory approvals

MELABS BT

38% 37%

Explored but did not 30%
conduct M&A or JV 24% 21%
transaction (o]
ZHERLSETEH
M a B3RS

Conducted M&A or

JV transaction and /
or qnging ppst-merg-
er integration or JV Lack of attractive Perceived risks Intense competition for
OFERUHAED targets for post-merger attractive targets / high

)J_k%{%’@ é Eﬁ%ﬁ% USRS | M B integration valuations
Bl G HFUEHEARE FUERS | NHBFAT

EIRSFIRS / SfhE

For the nearly half of all respondents who have experience with an M&A or JV, the top
two challenges were obtaining credible information about target companies and a lack
of attractive targets for successful deals. These were followed by mismatching corporate
cultures and perceived risks for post-merger integration. Also of note is that one out of
five companies reported difficulties in obtaining regulatory approvals as a top obstacle
to successful transactions.

AEERFAGEARIFHMAER LNV ZZNZIAET, B—FNRIAERT
UG EARASTERER. URBDERSIHHIE B R MBI A HRAR
S, KBS afel XU rtEMFRENEGRKRE. EE5 RN
2. 1/5 NRIH LI ERNRE T APTR S HINHNRKERS.



More Companies Have No Plans to
Expand Investments

BEIRRET ARSI

The majority of companies con-
tinue to increase investment in
China, though the rate at which
they are investing continues to

How much do you estimate your company will increase
investment in China operations for the next year?

decrease. For the first time since ﬂéﬁﬁﬁﬂk?ﬁlﬂrkﬁiﬁﬁﬁﬁﬁﬂ’]ﬂﬁ% % B9

the global financial crisis in 2009,
31% of respondents reported
having no plans to expand invest-

9% % 6%
ment in China. 27% 21% . -

K B H oA FRG AL 6% 6%
FHEN, BRI E AR 9% 12% 330, 35% 34%

LT, B 3196 MRIFERT
RBEY REERANITL, X
2R 2009 FERIRERBHIARK
ZIPIER BT EX—5E,

27%  33%

China Remains a Top-Three Investment Priority

PERASY I EBKBI= AR E BRIt —

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

H EAE Bt Al S AR BEBE TR A HE 43 el ?

First priority
Bk
® Top-three priority

49% 47% 8% 48% BI=1
44%

56% 58%

@® One among many
destinations

- RERABAIZ —

24% Not a high priority
15% 129 15% 15% #3 Hj[—:?ﬁ}gﬁ E E"Jiﬁ;
° 20%

2009 2010 2011 2012 2013 2014 2015

3% % 50% or more
11% ﬁ 50% RLLE

® 21-50%

24% 7894 11-20%

1-10%

® No investment

35%  26% expansion plan

FoAl K&

More than 60% of member
companies consider China
a top-three or No. 1 priority
for investments. This num-
ber, however, has eased
further from last year’s survey
response, as respondents
have increasingly described
China as one among many
destinations for their global
investments.

#B1d 6096 Fi= R
E A ERMLERT B
e =g —fr, L
RELBILE K FHE—F AR,
ESpSpaES Y4 gk a4
BHEF N E2HKIRHE
Frthz—,



Solving Business Challenges

IWBOLER %7157

Member companies continued to cite human resource costs and shortages
of qualified employees as top challenges, along with regulatory and policy
difficulties. This year’s survey shows member companies largely welcome the
stated reforms of the Third and Fourth Plenums, though survey respondents
reported they have not yet perceived substantial changes in the environment
and look forward to implementation of the reforms. In particular, members
noted the need for greater transparency, and fair and equal treatment
in the market. Further, the US-China Bilateral Investment Treaty (BIT) is
overwhelmingly seen to be a positive opportunity to alleviate many of these
concerns, including in services sectors, which continue to face limitations in
their investments in China, despite the perceived opportunities.

SRV RGN N T BENEMEE T RRIARKAP I, 5
“NEREE /BRER. SENRAEERER, SREA LN =HRMEH
SETHREEBRTVD, RAZBEINA, XERHEEH D ARG
HEFEMPNLRMEEmE, EMRNBRSENERENFTRLE. A&
mE. =RINGEEBRSTHERE, RAFAEMNSEITHIRK.
R, RPBYRTEPROR AN EERR LRRBNRFZY, B85
YT ERAEE—EEBRHANRS LA IRAEBIIR B ERS.



Leveling Quality of Investment Environment in China...
2R ER A SRR TN EE R —

After a sharp rise in the proportion of mem- . _____________________________________________________________

bers reporting a decrease in the quality of the Th I £ China’s i . .
investment environment this year, companies € qua lty of China’s investment environment is:

overall reported highly mixed perceptions on b ] 5% % A B8 i 2 a2
the quality of the investment environment in
China. The number of companies describing

China’s investment environment quality as de- Improving
teriorating increased by 11 percentage points 28% 349 32% M=
to 29%, reaching nearly the same proportion 43%, © Staying the
of respondents who reported an improvement same
in the investment environment quality, 32%. {REARTS

® Deteriorating
SENNRARERE TRHER U 53% 39% v
EeBlRE LT, BEREWER EXH 36% 48%

NHEATZERETFNRRLS—, AATP
RAMIR BB ATEANE R e B

EH UV AES SRR 299, EEEILIA
N TR = AL AL 190/0 180/0
AHFRERBAREREGMHENSAS

\ 329
B (32%) . 2012 2013 2014 2015

...Though Services Companies See Greater Improvement
BERS W BIA NI EINEE R AN E

I On the other hand, 45% of compa-

. e e . . . nies from the Services category—
The quality of China’s investment environment is: by far the most of any category—

r R B 5 P B 0 = e 2 reported improvements in China’s
investment environment quality,
illustrating opportunities for greater

Improving growth in investment from services
29% 28% 24% & companies. R&D Intensive Industries
45% Staying the held the most pessimistic view, with
same one out of three reporting a deteri-
RIFAZ oration of the quality of the invest-
43% 39% 46% ® Deteriorating ment environment.
27% T

F—HE, 45% MBS LB HE
FRRERAF RS, &
o — RSP RS, RIIR
A2 AT : 5T A BRI KA S8,
R BERT L FH S B0 1
W, 1/3 MEHE R

Services (excl.  Information/ R&D Resources
Information Knowledge- Intensive & T,
Services) Based Services Industries Industrial
RS (78 B8 / XHREAR R EERR BiEF T
EERRS) il =k



Challenges from Labor Costs and Unclear Regulations Intensify

SN AR A EANE ARV IE

Please rank your top five business challenges in China:

A H B Al AR A 27 T PR RS Ll PRk R T

2010

2011 2013

Inconsistent Shortage
‘ tregulattc;_ry ) Bureaucracy of qualified Labor costs
Interpretation . \ management e o
1 Unclear laws EFEN 9 SN
EHEATEZ

31% 44%

IR/

PP EZ N2 43%

2014

Labor costs
SRk
45%

2015

Labor costs
SRk
61%

Inconsistent Inconsistent Inconsistent Inconsistent
Management- Shortage regulatory regulatory regulatory regulatory
level human of qualified interpretation/ interpretation/ interpretation/ | interpretation/
D) resources management Unclear laws Unclear laws Unclear laws Unclear laws
constraints | SRR AZES BENcdic N WA e CWAPRE L s S P SV
SR A ES 20% A P e N SR PN
37% 38% 39% 47%
Inconsistent
regulatory
interpretation/
3 Unclear laws
PEEIREET 3 /
PR
28%
Shortage Shortage
Corruption of qualified of qualified
4 Bureaucracy 1 management  management
BFEEX i EEEATES EEREASES
31% 32%
s
National Corruption Corruption of qualified g
onal protectionism
5 protectionism =0 S management )
N = ES +
ERRIPEL 22% 26% EERATEZ i
30% 30%

*The number of options for respondents in the 2015 survey changed from 30 to 20.
7E 2015 FIHER, RPERILEIEEMT ER 30 MEREA 20 4,




Member companies reported greater consensus on the top challenges for their business in this year's survey:
labor costs, and inconsistent regulatory interpretation and unclear laws. These two challenges have remained the
top two challenges for the third year in a row, but the share of respondents highlighting both challenges rose
sharply, partially due to a slight change in the survey methodology.* Of the top five challenges, human resource
challenges remained the most numerous, though members reported increasing Chinese protectionism as a
top-five challenge for the first time since 2010. Also of note is a decrease over the past two years in the reported
challenge from corruption, which fell to the sixth-largest challenge in 2014 and dropped further to the thirteenth
most significant challenge in 2015.

ZRGWKRZINAFTANEALFAFERBEA—Z/ FTRBRESFBRNERAE k. Xk
e AES = FMFIF U RERTNN, ESFERERRINER O SHERE LT, BAIRERSFER
MFRERT TIHHER®*, ADTBREKAZIT A TIRELARSH—I, mPERPE G2
RE0I0FEHFAFERMAA, EF—ROZ, TEREREFBIEA—RB LSRR FR
BFEAR, BINIE 2014 FAFIRA R W BkIR B hz, 2010 FNH—FBEESE+ =1L,

Resources & Industrial Firms
Increasingly Moving Abroad

FiFRAN LAl N pnEI N

Has your company moved (or is planning to move) capacity ‘
outside of China, or allocated investment outside of China due For the third year, members

to rising labor costs? have increasingly reported
movement of capacity or

%?‘%?ﬁjj}ﬁ‘jl’iiﬂ, sl A g (E‘j‘%l+ku) llﬁfmﬁléﬁtﬂ ':P © investments outside of China
SRR AR R BT RS 352 due to rising labor costs.

Nearly one-quarter of the Re-

sources & Industrial companies
Yes / 2 have already, or are planning,

to move operations outside

of China. Also of note: 17%

of R&D Intensive Industries

reported having moved or

having plans to move opera-

Yes / 2 23% tions outside of China.
17%

9% 11% BT H N AT L5,

SRV ERESR=FKT
G Ser\ficles InfoKrmatIion : tR&D gisgurigsl ELFUERE TR TEIE

oy 1 1% ot o e it o, asomeek
Services) Services | prusmes 1 /4 FIRIBRA Tk £k 5=

BB (R BB/ MmR | B TEAFEERL ST H S
G S . EEEENE. 1% 8
2013 2014 2015 MEBRER LI HRRER

FOEER LTS PE.
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What are the main challenges you face in attracting/retaining the right talent in China?

B AR 55 185 AR5 | 0 B A A 3 N A 5 v T e ) e K PR AT 2.2

Attracting / "5 | A

Too high expectations
of salary/package

MIHE / FEAAS

Not enough career
opportunities at
company

NERBERBAIIRAE

Brand recognition
not strong enough to
attract talent

MBERRLARSIAZ

Unwillingness to
be assigned to China
(for expats)

TREHIRETEI/E
($E5MERT)
Insufficient high-quality
training programs

REEREFIITR

Company culture not
attractive enough

ARSI DR

High Salary Expectations Top

High expectations of
pay/benefits/expat
packages

XMIE / FBMEAS

38%

Employees going to
competitors

RIRARENF

Employees not seeing
promising career
development

RITFRIK RIS

Quality of life (living
costs, tax, pollution,
education)

EERE (LB /B
W/ iR/ HE)

28%

20%

Poor employee
performance

RIFRMWAE

16%

Employees going to a
different industry

RIHAT

12%

Employees going
abroad

RITHE

Employees starting their
own business

RTBEEM

Challenge for Getting Talent
S KTUEARR JOSRIE A RIS ATk

Across sectors, members reported the primary challenge to at-
tracting and retaining the right talent in China is high employee
expectations for compensation. Other notable challenges were
related to employee development and upward mobility; the
second-highest challenge for attracting talent is a lack of career
opportunities, while the third-highest challenge for retaining
talent is a lack of career development in the company.

TE B AR FT

. EREVIFNHAERERSIMEEE

EBEASHBRAREER TNFETRRS. AL
WERTERIMEIAR, HPE_RPERHRZIWAL

B, FERESWHRY R RATSTH.

Retaining / 1A

56%

45%

44%

30%

17%

H H
2 S
=2 2

._.
R
=

More welcome
than before

SEWMFEE LT
No change
SZIMFRERT

Less welcome
than before

SEEXRIWFERE T FE



Air Quality Limits Senior Talent in China
FESSRESEIEESRATS KL EEMHE

Have you or your organization experienced any difficulty in recruiting senior
executive talent to work in China because of air quality issues?

e ST AE LR S 703 A A PR 22 582 i 0 R e £ B8 00 2 £ A BN AR AR AR RS D2

After increasing for six years (except from 2012- Yes/ 2 @ONo/&
2013), a majority of respondents this year—53%—

reported difficulties in recruiting senior executives 74%
to work in China due to air quality issues.

81% 769
64%  66%
52%
36% 34% e

AR IHE RN E G LA e @A b 1R F L F 26% oo 24% 47%

MEST (BT 20122013 %) , SHEKRHE
7> (83%6) WRIHERTEATSE B
MRERBASREEANTS RETIE,

2009 2010 2011 2012 2013 2014 2015

Members Continue to Feel Less Welcome Than Before
SRR R AL IR E N E

] In this year's survey, almost half of all respondents said they
believe foreign companies are less welcome than before, an
increase from last year's survey response. In addition, only 10% of
respondents believe foreign companies are more welcome than

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

Rt 5 LARTAR LM BE Aol A v [ R 52 0m R i 2 BT Hid before, with 43% reporting no change.
R TRET?

When broken into sectors, members differ in their perception of
the environment, with Services companies feeling most wel-
come. Nearly one-fifth of Services companies feel more welcome

12% 10% than before, as compared to less than one-tenth of companies in
other industries. Announcements made over the previous year to
0, . . .
44% 43% open services sectors appear to have made an impact in per-

ceptions of the business community, though many still feel less
welcome than before. Resources & Industrial and R&D Intensive
Industries feel the least welcome, with a majority of both sec-
tors—>53%—reporting they feel less welcome than before.

2014 2015
RESENFE, BILFHNRHERRMITAAIN LA

AEZROEZSEZFMAE TR, BERRTNZHEAL

179 8% 8% 5% LEEFEBAT LT, B, RE 10% W2 HEIAAINEDLE
0 EFYDRE EF, 3% R ERTESEEMRLRETNL,
46% 39% 42%
44%

AEFTANRIFENZRDEENEEARER. RElLe
VREEEREERS. £1/5 RS AV FRR5UF8

53% PEECIE 2N, mEMTY RRERE 1/10 9ZFEIAA
BCHEMIEERS. EFHEHEN—RIIFRRS L
Services (excl.  Information/ R&D Resources MEEMTE T RSV ARNSERESZ, BREEWHRA
Information Knowledge-  Intensive 8 B SRR F YD E TR, ORI LM% %
SRS ) Sl =l MRiHERTSETEE 2R E T,



Slower Growth,
Market Access &
Uncertain Policies
Lead to Decreased
Investments

IBIKIR. THImEN
MBERAMEEESEL

iEim>

Among those reducing their
planned investments, expec-
tations of slowing growth in
China relative to other markets
as well as government policies
limiting foreign company op-
erations are the primary causes
for their decision.

BRI D LR ARMAZ
©ImE, PEERTEMT
BRAFIERETS, UK
FREISN R Al b 5355 FIBURF
ERESBMAINTRD B AR
TERA.

If your planned increase in investment in 2015 is LOWER than it
was in 2014, this is due to:

AR B fnll 2015 AR AEAE T RIBE BTG R BUE T 2014 4F, AP 2P ?

41%
33% 0
30% 28%
15%
Expectation of Market access ~ Concerns Labor costs Other
slower growth  barriers or  about uncer-  FFEIFIRLA Eift
in Chinaor  government tain policy
existence of  policies that  environment

faster-growing disadvantage

markets in foreign com-

other geogra- panies in your

phies sector

PEMERTHE MHENE2R

fAIAAIESE AFITFIMERL

IBERETE  EAMTINEER
BIRFBIR

How did the change of government policies, and the enforcement
thereof, affect your business environment over the past two years?

T 25 9 A T BEORF SR AE A B FEPAT T Bt Aioll o Ak PR 2238 355 Al 52 0 2

/0

@ Strongly weakened the
business environment

ZLERZETML

Weakened the
business environment

ZLEMEEATTN

Improved the
business environment

ZLEMEHATNE

Strongly improved
the business environment

LEINZKIENE

Change in
government
policies

BURBUEREN

The enforcement of
said government

policies

BURBERRINAT

XS AHTERIIL
SENEAGIAC

Uncertainty Over

Government
Policies

BUFBURAIANRARE

Members responded with mixed
perspectives regarding the
changes in government policies
over the previous two years,
illustrating the uncertainty re-
garding the progress on recently
announced reforms. Overall, re-
spondents are less positive about
the enforcement of policies than
about the policies themselves.

SRE IS A P E BT EUR
BREERELA—, FRBA)
SHEE X E B HES
E. BEhE. ZIHENER
BTN BER A EAE
HAH.



Market Access Limitations Inhibit
Investment in China

AR NP IRT AR

Across industries, market access restrictions are the primary measures reported by companies inhibiting their ability
and willingness to invest. Both services sectors reported local partner and equity requirements as the No. 2 limiting
factor, while R&D Intensive Industries and Resources & Industrial companies are more affected by targeted enforce-
ment for foreign firms and government funding being available solely for domestic companies.

TWRAEW DT, ZIHEWEINS, THEANRVZIMFHEEERTENNBRENTEERR. RELE
B/ HRERSWIAN, KEEEEMENALERZE-RAHEER, mMTLREERLTUMETRE T
AL, FIIEINF A ARFEH AR BT RS REAARELSFR, WEIAZMEK.

Which measures below have a limiting impact on your company’s ability and
willingness to invest in China?

DL WIR L5 B i) 1 St foll AE AR B BT RO RE T P R 2

Information/
Knowledge-Based R&D Intensive Resources &
Services Industries Industrial
ozl {58 / IR FREER G SRR
( Z:@}E{El%\ﬂﬁ% ) 55 178 EREE(T AI}E*DI

BIRSS

Services (excl.
Information Services)

Market access Market access Market access Market access
limitations limitations limitations limitations

TSAENBRE TSI NBRE] TSAENBRE TSI NBRE]

Chinese government
Targeted enforcement funding provided

Local partner/equity Local partner/equity

requirements requirements for foreign firms solely for dpmestic
FEElEE/ FEEIEE/ S IEIIINE R competitors

RUHIEIESN FEBFEENGE
FELEFF

RRAER BRANESK

Chinese government
Unequal approval Targeted enforcement funding provided Targeted enforcement
process for investments for foreign firms solely for domestic for foreign firms

REEMWER TIIE MR competitors E A pSp et
ARF BIBLEEN PERFEENE BIBLEEN
RERATHR

De-facto technology
Targeted enforcement Unequal approval transfer as a Local partner/equity
for foreign firms (o] (el SR TANNESTNERIEN requirement for market requirements

TSR R AR access REEEE/
=N AT BRAELESE RN BRAREEK
TIHENER

Chinese government

funding provided Local partner/equity

solely for dpmestic Investment approvals requirements Investment approvals
el PEiels KRR rEEFE/ KRR
FERFREENE RRIER

NES /NP2 Y1




Non-Transparent Rule Making Limits

Investment in China

ANEBRRINLERE
PREIERR R

In line with companies’ second-largest
reported challenge to their business, the
strong majority of members believe the
top administrative practice limiting their
ability and willingness to invest in China
is rule-making procedures that are not
transparent, unclear or inconsistent.

SFEEFRZBERE. BWMES
M TEEBAAREINAE, AE
WEL RN A HEBRFE SN S E T
SNR AT AR AT, SEFIH
ERFANY. RZBHEBIIE
IFHEE.

Which of the below practices limit your company’s ability
and willingness to invest in China?

DLTT WR S A 1 Bt foll AEAR-BE BT RE T F 2 B2

65%
43%

33% 31%

Administrative
approvals that are
unclear or unfair

Rule making that
is not transpar-
ent, unclear, or

inconsistent 1T IR ARRR
SERRRHRZIE BANF
BRE. EhiEs—
i

Licensing Procedures More Difficult

FRISFA] EEINEIE

Overall, one-third of respondents
reported licensing and government
approval procedures are becoming
more difficult. When broken into sec-
tors, Resources & Industrial compa-
nies reported the highest perception
of increased difficulties, while the
percentage of Services companies
reporting increasing difficulty is the
lowest. Additionally, nearly one-quar-
ter of Services companies reported
licensing and government approval
procedures are becoming less diffi-
cult, as compared to 15% or less in
other sectors.

BHmE. 1/3MRpERTH
TEEVS VR O] A BURT R HEME I .
MTI EE, FHRAN T A Al /2%
MEEIB B RS, MRS
A AN e IR INR EE B R
R, /4 FIRGARRSE

TEBVS VRO FIBURT LR P
AR, mEMTY X —EE B R
B 1526 FEEAR.

Information
Services)

24%

46%

Standards setting  Judicial processes
processes that and enforcement
exclude or treat that are unequal,
foreign invested en- lack transparency,
terprises unequally  and lack effective
INEREE RSN T recourse
AHEBSEIENINE  BEFREER AL
EUFUARTXNE  F. REEHEENE
HIBIRENE

How has granting of licenses and government approvals
changed in your industry in the past couple of years?

& JUAR R BT AE AT M 1 T FEORF o HE R e A AR A2

0 o Licensing and
0% 15% 12% government approval
procedures are less
difficult
FRIS VTR AIBURER AL
58% 49%, 48% TERFMERE IR
No change
AT,
@ Licensing and
government approval
40% procedures are more
32% ° difficult
BT a f IR
MEREIEN
Services (excl.  Information/ R&D Resources
Knowledge- Intensive
Based Services Industries Industrial
RSB (A8 (ER/FNRER  ARESER BRI
EEEIRSS ) Filk Pk



Majority Believe Enforcement Campaigns
Target & Hinder Foreign Companies

REZHEWINTREERNT IETIM
FIEsM Rk

Do you believe foreign firms are being singled out in recent campaigns, such as
the pricing, anti-monopoly or anti-corruption campaigns?
BRIV L Ik, ks, [ 2B W7 s R Pk G 2% 1B 518t

Al ?

Are you concerned that such campaigns will have a detrimental impact on your
company?

TR AR b PRk e TS 25 2 S T AE A Ml 8 BAS R 1 2

Do these recent campaigns have any negative impact on your intent to invest in
China operations?

VTSR SR A6 B Al IR A 15 B8 A S T 5 1 ?

Foreign firms are
being singled out?

S IEdoME

ok ?

57%
65%
52%
Detrimental impact on Negative impact on
companies? intent to invest?
®eNo/& 2XEAIER XL EIE R
RIS ? REFE ?
Yes / &

After extended media coverage over the continued government investigations into foreign companies regarding
a variety of issues, a majority of the surveyed AmCham China members believe recent campaigns have targeted
foreign firms. Of this majority, 65% are concerned the campaigns will have a detrimental impact on their compa-
nies while 52% believe they will have a negative impact on their intent to invest in China.

BRSNS AU TR —RFPEREENZE T REMNTZOTIRE. KESZihsRb
VRFIEHOHRENH N TIRERSN o, B 6596 38,0 BRI AN AES W ISR F
£, 5296 INA LIRBRES MMM EER AR,



BIT Expected to Reduce Market Complexity & Barriers
WA EB R R THinERIEFIhinEES

What would be the primary expected impact from a US-China Bilateral
Investment Treaty (BIT) on your company’s operations?

SRS PR B (BIT) R f L EHEE E AR AT H 2

American companies see mul-
tiple benefits to a BIT and are
aware of its broader implications.
Of respondents, 65% believe the
BIT will have a positive or very
positive impact on reducing the
complexity of the regulatory
environment, a key challenge for
member companies. The next
three expected benefits from a
BIT relate to increasing market
access opportunities for foreign
companies, potentially allowing
them greater opportunities to
compete more equally with local
companies.

EEATIAA BIT A EAEE
BEWRELZHL, BEmE
RILE, 65696 HIZITEINA
BIT A8 81 TE A KA B THER
TEEENRENERAER, X
=AML BETEIGA T E
ek, ZIREINN BIT Kk
ISR ARANE S =AY
23 RIBINSNE W IR EN
&, REIFLVEBEE
MAFREE N SR
R4,

Risk of IP Leaks

Market access related / HHimENIERX

________________________________

and Data Security
Threats Greater in

China

ELLEIGRIRNA

}T_‘Z

R EF SRR

FUBEER

2% 1 _1% 1% 1% 2%
— - L — @ Negative
i ! i)
33% ! ' No impact
C 5% 539 casp | e
i ’ ol 6% -
] i Positive
: : A
50% i i Vez positive
I 43% " EERMR
| 39% 36%
: L 31%
15% i 11% 7% 9% E 6%
Reduce the gen- _E_n;l;k_e ;L]r_ o In;;;r;\;e_c;u_r_ _A_Il_o:/v_u_s_tc_) ;a_ke Reduce the
eral complexity =~ company to ability to more control need for us
of the regulatory  enter new make strategic  of our China to engage in
environment in business acquisitions in  operations/  technological
China or product China reduce the negd transfer
EEMSE  SOIMeNtS  emsmayge foralocalbusi sy
NBRREZR  (FERMIAE SIFRMEEI NSSS Partneror popeel @k
i HENFTHOAS4R HIBES Jointventure
IER R A REFEREAE
BRELTEES
R/ DAl
SRFEHER
RvEsR
L
In your experience, are the risks of IP leakage and IT/data
security threats in China greater or smaller than the risks in
other geographies that your company operates in?
AR, S5HMMIXEEMLL, STl EREE b i
R R TR P ALl i 0 A R AR BRI 22 4 iU R B KA S S /1Y
Comparable
EAES
Risk is smaller
in China
FEFEXBEEN

Risk is greater
in China

FEFEREEX




Enforcement Remains Primary Concern for IPR,
Despite Continued Improvements

REBRNFENE | AR AR EEROEIN

Member satisfaction with the enforcement

of IPR laws and regulations remains well . .
g enons rer How would you rate China’s IPR laws and regulations, and
below member satisfaction with the IPR

laws and regulations themselves. More the enforcement thereof?

than half of respondents described the S Anr PEAY v EE R A A R L R B2
actual IPR laws and regulations as effective
or very effective, while little more than

20% described the enforcement of said 12% e Ve:z |n:a_ffect|ve

laws and regulations as effective or very 36% E”E'%%Q_&

effective. ® Ineffective
33% Tk

In the long run however, members over- Effective

whelmingly reported improvements in IPR a9

enforcemgnt, illustrati‘ng the incremental 42% Very effective

progress in the IP environment. o RN

SRV IR RERENNHRE

ZmesTHAIEER, B —¥0%H 19%

FINADTHOIR = BUEREN BRI 6% 3%

HA. BLAEEE /5 BZAFIAN The actual IPR laws The enforcement of said

FNRFA A B IEFE B, and regulations laws and regulations

IUTENRFROEEEMN FNRFHE

FEMKHIRE, BREHERPIIA
AFRFRPUEFE TR E, XRPAE
FIRFRRAFGE IS T ARRER .

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

fed LA, P E R RS

Deteriorated

— T

With cloud computing increas-
ingly common for global com-
panies and trade secrets a rising
concern for our members, data
security remains an important is-
sue for intellectual property rights
(IPR). The majority of respondents

86%

still perceive China as a high- Improved
risk environment for their IP and BE
data, relative to their operations

elsewhere.

ETEEASEARITERE
miE, BxReEskx
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Business Impacted by Internet Censorship
BEAMEERBSIEE

To what degree does Internet censorship of content and websites
impact your ability to conduct business normally in China?

LI PR A 0 0 i o 2 A 2 R s 1 St Al AE AR IE s

Positively impacts

Negatively IFEE
impacts
P2 Somewhat positively
impacts
BLIFEN

Somewhat negatively
impacts

BRI

When conducting business, more
than 80% of member companies
reported being limited by the
censorship of Internet content and
websites. Many members noted
the delayed Internet speed and
the inability to access relevant
information for their industry as
significant complications of the
censorship systems.

#Bid 4/5 e RV R EiE
EER S B BB A A R v
ENRE., FERNEREL
R RERMAEESEMEL
1B RAR k0] S5 AR Wk,
RARBES T WS EEFR.



Overall Business Climate Outlook

A MR AR R

Despite the challenges from China’s changing macroeconomic
structure and the rising pressure from existing investment barriers,
AmCham China member companies retain some optimism about
their future operations in China. They are most optimistic about
domestic market growth, in line with the increasing investments they
are making in innovations for the China market. Members in services
sectors are more optimistic and look to provide the advanced services
needed in China’s changing economy.

REBAIPEZRNEFEMENHRE S, RAZLZEDTH
X, PEXEB=NEREVERANEELTENSARE R, H
SRSV NREENTHEKETREA R, RIEMIITHRE
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Domestic Market Growth Creates Optimism

ERMIZEA R AR

How would you describe your two-year business outlook
in China on the following aspects?

M MER, BN B ALA G PR FEAE R Ik A s nfar?
4% 4% @ Pessimistic
11%
159% "
18% ® Slightly pessimistic
37% Ly SE

30% Neutral
40% i
32% 35% Slightly optimistic
31% B
35% oo
Optimistic
29% 20% 19% 15% R
12% 6% 5% 6%
Domestic  Profitability Competitive Regulatory Cost compet-
market potential pressure environ- itiveness/cost
growth BREH =EEN ment levels
ERm% WENE  HARSEN/
KE BRAIKE

Services Sectors Most Optimistic

ARSSITIERIIRW

How would you describe your two-year business outlook in China
on domestic market growth?

MENTGRIEMER, BN B AL A e A A2 5 i Il AR o 2

6% 5% 4% @ Pessimistic
o 9% 16% A&
18% . o ® Slightly pessimistic
17% 16% AW
Neutral
9 v
42% 34% a5, 22k
© 43% Slightly optimistic
&R
Optimistic
34% 34% R
’ ’ 25% 22%
Services (excl.  Information/  R&D Intensive Resources
Information Knowledge-Based  Industries & Industrial
Services) Services R ER T EERT A

RSB (FRIR  ER/ FHRE
SAkBRSM ) BRS3k

The China market remains a ma-
jor opportunity for member com-
panies, as nearly 70% reported
being optimistic about domestic
market growth. Potential for prof-
itability in the China market also
has members optimistic, though
they are concerned about com-
petition pressures, the regulatory
environment and costs.

WHEEXEFS=H= R
= FEmSHRARTHEIE,

I 70% BIIAENE AT A
BRAEW, FETHEIN
BB HOESREVIFRN
BE, BRMINDEERESEE
. BERENRAZS HHA
18IL,

When broken into sectors, opti-
mism regarding market growth
is shared across all categories,
with services holding the most
positive outlook.

MTlanE, &Hl R
hERENMTPEEATHLRE
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This year’s report can be downloaded from
AmCham China at : www.amchamchina.org

AEERETEPEZEH=EW
www.amchamchina.org T%k.



About AmMCham China

The American Chamber of Commerce in the People’s Republic of China (AmCham China) is a
non-profit organization which represents US companies and individuals doing business in China.
AmCham China's membership comprises more than 3,800 individuals from over 1,000 companies. It
has more than 40 industry- and issue-specific forums and committees, offers unique services such as
the Business Visa Program, holds a wide range of networking and informational events, and meets
with US and Chinese officials to discuss challenges and opportunities facing US firms doing business
in China. The Chamber’s mission is to help American companies succeed in China through advocacy,
information, networking and business support services.

For more information, visit: www.amchamchina.org

BAIN & COMPANY (B
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Shared Ambition, True Results

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 51 offices in 33 countries, and our deep expertise and
client roster cross every industry and economic sector. Our clients have outperformed the stock mar-
ket4to 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.






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

In partnership with

BAIN & COMPANY (B
SNBRRBEERH

- Media Partner -

PR Newswire
EEi

A UBM Company



