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This is the 18" year in which the American Chamber of Commerce in the People’s Republic of China (AmCham China) has
conducted its annual Business Climate Survey. We are proud to have partnered again with the consultants at Bain & Company, who
worked with us to continue improving the survey experience for our members, and provided in-depth analysis to determine the
implications of our findings for member companies.

The Business Climate Survey provides a valuable insight to the Chinese and US governments about our member companies’
concerns with respect to China's regulatory and policy environment as well as the daily business challenges they face operating in
China. Furthermore, the survey provides a useful tool for our members to measure their operations and compare business outlooks
and strategies with the broader community. We look forward to providing further reports in the coming months to our member-
ship on issues related to their specific sectors, and highlighting findings in the data in future AmCham China publications.

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

The American Chamber of Commerce in the People’s Republic of China traces its roots to 1919, when it operated
out of a small hutong office near Wangfujing in Beijing. Over the years, AmCham China has represented the best
of American companies with billions of dollars in investments in China, employing hundreds of thousands of

employees, and bringing world-class innovation and technology to the Chinese people.

Every year for 18 years AmCham China has proudly produced its Business Climate Survey (BCS), which is a careful-
ly developed reflection of the views and perceptions of American business operating in China. The analysis in this
2016 BCS Report is presented to both the Chinese and American governments on issues of concern to American

companies operating in, or trading with, China. We view this report as the chamber’s constructive contribution to
improving the business environment in China.

The 2016 BCS Report reflects a number of ongoing concerns of our member companies:

2015 was a challenging year for growth and profits;

Economic, regulatory and human resources concerns are key challenges for companies operating in Ching;
While China remains a top investment priority, fewer companies are increasing their investment levels in Ching;
Business will continue to invest in innovation and talent, but with calculation and caution;

American business feels less welcome than in prior years;

The US-China Bilateral Investment Treaty continues to be a critical component for future growth opportunities
going forward.

As China's economic growth rate decelerates, this year's report reflects that American businesses will need to
revise their strategies to ensure profitable growth in China. This will also be a year to carefully review and manage
costs as part of a strategy under the “new normal.’In addition, our members report increasing concerns about
transparency, predictability and fairness of the regulatory environment, as well as the extent to which they are
allowed to participate in the ongoing reforms and serve China’s market.

In particular, companies more closely involved in the growing consumer and services markets report a more
positive outlook while companies in China’s traditional economy with greater history of state involvement and in-
dustrial policy, report a less positive outlook. While the Chinese leadership has emphasized that the country will
follow the rule of law, our members continue to report that the regulatory and judicial processes are less than fair
and lack adequate oversight. Furthermore, while the government has placed considerable emphasis on reforms
to promote innovation and the advancement of high-tech industries in China, member companies involved in
R&D report the greatest concerns over the future regulatory environment. We believe persistence of these funda-
mental concerns regarding rule of law and open markets indicate a divergence between the direction of China's
development and international norms.

The 2016 BCS Report further reflects that a top priority for both Chinese and US policymakers should be the pur-
suit of a high-standard US-China Bilateral Investment Treaty that includes provisions to protect concerns beyond
market access. As a result, US companies will be able to better invest and innovate in China on a level playing
field, to the benefit of China's future economy.

For both businesses and policymakers, 2016 will be an important year to set the path for future quality growth.

The Chinese government needs to continue to take steps to ensure that business continues to feel welcome and
continues to view China as a priority destination for investment.

James Zimmerman

Chairman, AmCham China
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Executive Summary

This year's Business Climate Survey provides a timely overview of the performance of AmCham China member companies in 2015,
their plans for future growth in China, and their assessments of China's economic, business, and regulatory environment.

2015 Performance Snapshot: A difficult year for growth and profits

Although many member companies continued to grow in 2015, almost one in four companies reported declining revenues and
another one in five companies reported flat revenues compared with 2014. Companies in the Services sector were most likely to
grow, while the Industrial & Resources sector had the toughest year, with almost half of companies reporting declining revenues.
At the same time, the proportion of companies characterizing their business as financially profitable in 2015 fell to 64%, the lowest
level in the last five years.

Business Climate Challenges: Economic, Regulatory and HR concerns top of mind

China's economic challenges are clearly impacting member companies. For example, industry overcapacity was reported as a top
five business challenge. Although many respondents remain optimistic about China’s domestic market growth potential, almost
half of survey respondents expect that China’s overall GDP growth in 2016 will be lower than 6.25%.

However, in addition to the economic challenges, member companies report the regulatory environment as being a key factor
hindering their ability to invest and grow. For the first time in five years, member companies cited “inconsistent regulatory inter-
pretation and unclear laws"as the top business challenge. “Obtaining required licenses”also returned to the list of top five business
challenges.

Human resources issues continue to be challenging, with labor costs and a shortage of qualified employees both making the list
of top five challenges. However, there are signs of progress. For example, labor cost increases may be decelerating, with more than
80% of companies expecting average labor cost per employee to increase by less than 10% in 2016.

Outlook on investment: China remains a top priority, but fewer companies increasing
investment levels in China

China remains a top three investment priority for six out of ten member companies. This, however, is significantly below a high
point in the 2012 report when almost eight out of ten companies named China a top three investment priority. Consumer and
Services companies are most likely to prioritize China in growth plans, while Industrial & Resources companies are the least likely.

Approximately one-third of member companies are not planning to increase their investments in China during 2016. Slower
economic growth and rising costs are the most commonly cited reasons for decreasing investment levels. However, market access
barriers are the primary barrier for 1 of 6 respondents (most frequently cited by those in the Technology & R&D Intensive and Ser-
vices sectors).

Survey respondents have also moved or are considering moving capacity outside of China. By the end of 2015, 25% of respon-
dents have either already moved or are planning to move capacity outside of China. While almost half of respondents are moving
capacity to “Developing Asia,"almost 40% report moving capacity to the US, Canada or Mexico.

Within China, member companies are prioritizing investments for the Northern and Eastern Coast regions, followed by the South-
ern Coast and the Southwest. Although respondents see significant economic growth opportunities in the southwest, they rate
the region relatively lower on ease of doing business.

Growth opportunities: Member companies prioritizing innovation

Innovation is an important business priority for most member companies. More than nine in ten respondents believe that innova-
tion in China will be important to their company’s future growth in China. Respondents also report that brands, technology and IP,
and development and innovation are among the top five competitive advantages member companies have relative to domestic
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competitors. Innovation can help capture growth opportunities in new customer segments and is required for launching new
products or services, both of which are listed as primary business objectives for most member companies. This innovation is
increasingly designed for China, with 40% of companies reporting that more than half of their revenues come from products or
services designed, developed or tailored to local requirements, a significant increase from 32% last year.

AmCham China member companies are also innovating in line with changes in the technology environment. Respondents report
that "digitalization” will be a top priority, with more than 70% rating digitalization of sales, marketing, distribution and customer
relationship management as very or extremely important to enhancing their competitiveness. This is consistent with companies

e

in most sectors reporting that China's “Internet +”and the growth of e-commerce are important growth opportunities for them.

In order to innovate in China, member companies are hiring domestically and investing in employee training. Hiring talent and
developing talent are also reflected as the top two HR priorities for all companies in 2016. In addition, more than 40% of compa-
nies with 250 or more employees in China have established an R&D center in China to support their innovation strategies. Further-
more one-third of respondents have established partnerships with Chinese organizations or companies.

Policy Trends: Steady progress in areas, but Bilateral Investment Treaty remains a
critical requirement for the future

Although member companies report significant business challenges with inconsistent regulatory interpretation and unclear laws
and difficulties acquiring licenses, comparing this year's survey responses with prior years suggests progress on protection of
Intellectual Property Rights, the data security environment and anti-corruption. These areas continue to be pressing concerns for
many survey respondents, but the trends are positive.

Regarding Intellectual Property Rights, a majority of respondents view patents, copyright and trademark laws and regulations
as being effective. Only trade secret laws and regulations are viewed by a majority as being ineffective. And while the enforce-
ment of Intellectual Property Rights is rated somewhat lower in terms of its effectiveness, nine in ten respondents believe Chi-
na's enforcement of IPR has improved during the last five years. Similarly, while 52% of respondents believe the risk of IP leakage
and IT or data security threats is greater in China than in other regions, this percentage is lower than last year's 60%. Corruption,
which has historically been a“top five business challenge in China, has fallen off the list of top five business challenges for the
third year in a row.

Despite this progress, 77% of respondents feel that foreign businesses are less welcome than before in China. This response is
consistent across industries, but most often highlighted by companies in the Industrial & Resources and Technology & R&D Inten-
sive sectors. These companies report a greater concern over the regulatory environment overall. Of note, the strong concerns and
pessimism over the regulatory environment from Technology & R&D Intensive companies suggest that the stated government
priority to support innovation in China is not yet being felt by foreign businesses.

Completion of a US-China Bilateral Investment Treaty (BIT) may be the key to improving member company perceptions of the
overall environment. For example, the number one anticipated benefit from a BIT is increased transparency, predictability and
fairness of the regulatory environment. This would directly address a key business challenge highlighted by member companies.
Survey respondents also believe completion of a high standard US-China BIT would significantly improve the investment environ-
ment for US companies and the broader US-China relationship.

Conclusions

For businesses: As China’s growth decelerates and companies in more sectors confront the challenges of overcapacity, businesses
will need to revise their strategies to ensure profitable growth. Foreign businesses will need to continue to invest in innovation
and talent to offer new products and services and serve new customer segments. This year, carefully reviewing and managing
costs will also need to be a top agenda item. With updated strategies, China can still be an attractive profitable growth opportuni-
ty for many foreign businesses.

For policymakers: Member companies recognize the progress that has been made in areas such as Intellectual Property Rights
and anti-corruption and are supportive of continued efforts. The top challenges are increasing concerns about transparency, pre-
dictability and fairness of the regulatory environment and the ability of foreign companies to participate in the ongoing reforms
in order to serve China's market. A top priority for both Chinese and US policymakers should be the pursuit of a high standard
US-China Bilateral Investment Treaty that meets the high expectations of the business community. As a result, US companies will
be able to better invest and innovate in China on an even playing field to the benefit of China'’s future economy.

For both businesses and policymakers, 2016 will be an important year to set the path for future quality growth.
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Survey Demographics

TinEEM

The findings of this year’s report were distilled from a record number of companies surveyed in 2015,
with a total of 532 company members of 961 having completed or partially completed the survey,
constituting a 55% response rate. To ensure a high level of data integrity, we have limited our analy-
sis to the 496 responses which all completed a significant portions of the survey.

The survey respondents represent a broad range of companies by industry, size and location across
the country.

Our analysis of the China business climate is structured across the following sector categories: In-
dustrial & Resources, Technology & Other R&D Intensive, Consumer (product & service) and Services.
In last year's 2015 Business Climate Survey, we analyzed the respondents according to four high-level
sector categories for the first time: Services (excluding information services), Information/Knowledge
Based Services, R&D Intensive Industries and Resources & Industrial. However, we refined the meth-
odology of our sector analysis for this year's report to better understand the issues our members face
as China’s economy evolves into one more focused on both services and consumption.
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Closing the Books on 2015
2015 FAGE R

As the economy continues its transformation from one based on
industry and investment to one based on services and consumption,
stark differences are emerging between China’s traditional
manufacturing and industrial sectors and the sectors that will drive
the future economy. Our members continued to earn profits and
see increased revenues in China during 2015, though at lower levels
than before, and with strong differences among industries. Overall,
member companies’ operating margins have continued to ease, with
more companies reporting better margins in operations elsewhere in
the world. Despite the decreasing margins of the past year, companies
report that their investments in China have largely produced a positive
return on investment over time.
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More Companies in 2015 Reported Declining
Revenues Compared to Prior Years
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The majority of AmCham China member
companies continued to grow their revenues

in 2015, though the proportion of companies
reporting decreased revenues increased to 23%
from 17% in 2014. More than 40% reported
revenues comparable to or lower than 2014
revenues.
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* Note: Survey data represents the year
respondents were asked to describe. (This
report asked respondents to provide data on
their company’s performance in 2015.)
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How does the forecast of this year’s revenue of
your China operations compare to last year’s?
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Services Experience Most Growth, While
Industrial & Resources Companies Have Difficult Year
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When broken down into the four high-lev-
el sectors, there was significant variation

in responses among the membership.
Almost two in three Services companies
reported increased revenues, while almost
half of Industrial & Resources companies
reported decreased revenues.
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Fewer Companies Reported Profitability in 2015

2015 FRAEM BRI E =
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How would you characterize your company’s financial performance

in China this past year?
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China Margins Ease Compared to Other

Global Operations
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More than two in five respondents con-
tinued to report margins that are com-
parable to their global average margins.
However, more than one-third report-
ed lower margins in China than their
operations elsewhere. In total, almost
80% reported that their 2015 margins
were comparable to or lower than their
margins elsewhere in the world.

BELDZ —NZIhERERTEF
HES £Iﬁiiﬁﬂ eSS SN TEE

In 2015, almost two-thirds of
member companies described
their operations in China as
profitable or very profitable, after
a decrease from 73% the year
before. The percentage of com-
panies who reported breaking
even increased from 16% in 2014
t0 23% in 2015.

2015, Ii=H 2 _MERAk
WERREEE WS BT BT
*E, 52014 & 73% 8ILLHA)
BB T, RERS TG
BT A5 EE M 2014 6 16%
EINZE 23%,

How do the EBIT margins of your China operations compare to
your company’s global margins this past year?

2015 4t 23 mAESE L 55 19 SBE AT IF =5 55 4 1R EUBE AT A1 <40 EE dn il 2

® Lower
B
Comparable
5
Higher
180

B =92 —NZihEIREETE 44%

XmﬂmiﬁFHTH@mEmﬂ 43%

R, BIHEE 80% KR BERE

2015 EFERIE T HAEt SRE At X

E/\]ﬂ?\ﬂﬁﬂzg Z}G‘IPQ 260/0 220/0
2014 2015



Three in Four Companies Have Positive or Very

Positive ROI

M5 2 =Rl Eig 5 ER R A IEEESRKIEE

Despite a challenging financial year in 2015,
the return on investments for companies
who have been in China for more than five
years is positive. In all, 77% of respondents
reported a positive or very positive return
on their investments in China, while only
23% reported breaking even or a negative
or very negative return on their invest-
ments. Services companies had the lowest
proportion who reported a positive or

very positive return on investment, at 69%.
Consumer companies had the highest
proportion with 85% reporting a positive or
very positive return on investment.

2015 &, 2R EIENSHkE, T8
I 5 FEARABASTIN T IE(ER A
RR, HB 77% B RSHELE
BARNEIRERNEEFRALE, RE
23% MZTHE R NEN B LIREANIE
RIFF. MEIRANE. BSTIE
69% BIRARE HIE R BIRE N EE
WAL E, Stb&E, mEERTWE
85% IR EER B EIRE N IEE
WALEE, Stb&ES.

How would you characterize your company’s overall return on
investments since entering China?

B2 Al HEA HP L T3 DR B S A 58 B [ 4 3R o] 2

1% @ Very negative return on
investment
RIA
- BARE
® Negative return on
investment
e
Break even
58% ERETE
Positive return on
investment
N
Very positive return on
19% investment

WAIEE




Report from the Frontline:
Market Opportunities and Business Challenges

—& RS MRl Bk

Despite continued optimism on market growth, and opportunities
to provide goods and services for the growing middle class, member
companies are increasingly concerned over the policy and regulatory
environment in China. Expectations of slower growth and ongoing
company concerns over transparency and the policy environment affect
survey respondent perception of the quality of the investment environment.
In particular, although the Chinese government continues to emphasize
reforming the economy to one based on innovation, services and
consumption, companies in these sectors report high levels of pessimism
towards the regulatory environment in the next two years.

REXNHIPE KU LRSS FUH BB BN KRR ERER
mAlARSS, = REWAESREIETPENBERN S ENE, WIBKN
18ROFIER AR B W X BB BN BERIMMR RIS 42550, FMEIRIHEX
RAMERENREA. 532, REDPEBUTAELZER/RLFTE LK
BRI, RSHDETRITIL, XEATA IR R A s EIME AT

FEMSE .



Almost Half of Respondents Believe GDP Growth
Will be Below 6.25%

T ENZThEIA R GDP B KERBET 6.25%

For the first time, our members were asked to report their expectation for China’s GDP growth in the coming year.

In total, 48% of respondents expect that China's GDP growth rate will be lower than 6.25%, and 35% of respondents

expect it to be between 6.25% and 6.75%. Only 17% of respondents forecast China’s GDP growth to be greater than
6.75%. When compared to a number of mainstream forecasts, the People’s Bank of China’s forecasted growth rate for
the country, as well as the government'’s estimated target growth rate of 6.5% to achieve the stated goal of quadru-

pling China’s 2000 GDP by 2020, our members are more likely to expect slower than faster growth in 2016.*

HATERERZ REWFURFERE GDP B, HE 48% WZiHE T 2016 FHE GDP IBIGRT
6.25%, 35% KIZIHEINNTE 6.25% 2l 6.75% 28], KRB 17% HNZIFETHBIT 6.75%, &R
1189 2016 FH[E GDP IBREXEAFEMTMARS T — L RIWULE. PEARBTUIIERE,
AR FREIBUR N SEIL 2020 FF GDP 12 2000 F 2 EHIMBEMIREN 6.5% I8 Ein, *

* CICC (Sept 2015): 6.6%; IMF (October 2015): 6.3%; Goldman Sachs: 6.4% (August 2015) PBOC forecast
per the December 16, 2015 release.

* /N5 (2015 F 9 ) & 6.6%; EFRTMEDAEA (2015F 10 A) © 6.83%; SE/AE]: 6.4% (2015F 8 )
AEARFATIIIEGES 2015 F 12 B 16 BAWHY,

|
What is your company’s forecast for China’s GDP growth rate in 2016?
Bt E T 2016 45 E GDP K H R %09

People’s Bank of China
> 7.25% Forecast Growth Rate:

PEABRRITITRIIE KR!

6.75%

Expected Chinese
Government Target:

FPEBAFAOFRE B R

6.25%

< 5.75%




Growth in Domestic Consumption, Internet + and Growth in
E-commerce are Primary Opportunities

ERHEEIERK. BN + RIS RKEEENINE

Member companies see a range of growth opportunities for their businesses in China, depending on their industry.
The “growth in domestic consumption and rise of an increasingly sizeable and affluent middle class”are seen as a top
two opportunity for all industries, with more than 80% of Consumer companies reporting it as a top priority. Technol-
ogy & Other R&D Intensive, Consumer and Services companies all selected the growth of e-commerce as a top-three
opportunity for their business. Despite concerns over industrial overcapacity, “urbanization and continued support
for infrastructure investments”is perceived as the top opportunity by Industrial & Resources companies, while Services
firms strongly report Chinese outbound expansion as a key primary opportunity.

ARATWH = REWHEREA LV SEIRRZI S WAIATLR, " EPUERIBK /PP ERAET X,
WNIKFRE ERE _ANE, HETWAEBT 80% MWK ZMAEANE., SARTME M LEER
Tk HBNRSITWHOREEBEBRKENERISERNE=ANZ, SRBOEEIR, TN
FOREWANAR RN BRIR R BTSSR A& R, MARSTULAE WK HEEEIH
Y KB FEENEZ—.

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

TBUMRLERL 2] Bty AR 55 R B i iR R I = AN R

Technology & Other
R&D Intensive Consumer Services

30 M 4= BARFMEMHE HET ARSZ1TL

Growth in domestic Growth in domestic

consumption/Rise of an consumption/Rise of an
increasingly sizeable and | increasingly sizeable and

Industrial &
Resources

Globalization of Chinese
companies and increased
outbound investment

Urbanization and
continued support for
infrastructure investments

B I S affluent middle class affluent middle class RE AT ST
N .Lx s / R T - gANI=1 1E 28 )
A A = ERERIER / B E ERERIEK / R E s >
BAMISERIS MR, RAKTIES | A, BOKTES SRS
T 49% 81% 70%

Growth in domestic

consumption/Rise of an

increasingly sizeable and
affluent middle class

Growth in domestic
consumption/Rise of an
increasingly sizeable and

affluent middle class

EPRERIER / FEmE EPRERIER / kR
TR, BWNKFRS MET K, BNKFRS

50% 49%

Ongoing economic and
social reforms, e.g.,

Addressing environmental Increasing capabilities
challenges/environmental in China for innovation Shanghai Free-Trade Zone

protection (R&D, etc.) e
TRk [ HEEr B L S LA EUE,
ﬂl]J:S E ol X
43% 32% 230,




Market Growth and Profitability Potential Create Optimism
miIERMBFE N LB RFHEM

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

the following aspects?

Almost 70% of member companies
continue to report optimism with
respect to domestic market growth
over the next two years, while almost

BU2A B A Ja PR AR AR AR R Ml i S AT ol 29 half of respondents reported opti-
mism with respect to the potential
% @ Pessimistic to make a profit. However, over one-
AEX third of respondents were pessimistic
18% ® Slightly about the regulatory environment,
Pessimistic and over half were pessimistic about
BRER cost competitiveness and cost levels
Neutral in the China market.
40% R
38% 36% Slightly i 70% BRRBWHRESER
37% 33% Optinisto EHTFET I KRSEN, B
XA —EOFHER TR RS
29% 20% 16% . gﬁmwc FM. B2, BI=HZ—HZH
12% e ) Love & LB ENSE, 8T —
: - . — . LS HE BT PETHORA
Dr?wrrise}tlc P[g%ﬁt;ikt)ilglty eﬁsggf:e% 022223:2, © compe?ti(t)iifaness/ RFNHRAKE,
growth BREH IS SIS ZEEH cost levels
EATIFHE R BAZEE | BAKTE

Industrial & Resources Companies
More Pessimistic About Domestic Market Growth

Overall, member companies
are optimistic with respect
to domestic market growth
across sectors, with three in
four Services companies and
56% of Industrial & Resources
companies reporting opti-
mism.

SIEME, &MIUNE
REWENREHHEK
HRMGSE, HEf, RS
TAENS Z =Rl
RN, TWATEDRITL
A 56% KRR FM,

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

BEA TR A A AR P E T S R TR

.LD .L 9 [v) . P . . _t.
8% ?;}S)ﬂflmls ic
14%

13% 17% 21% ® Slightly Pessimistic
BREN
22% Neutral
0 ) 30% R
5% 42% Slightly Optimistic
BRERM
39% o
Optimistic
R
40%
30% 31% ’
17%
Services Consumer Technology & Other Industrial &
RS AT ST R&D Intensive  Resources

BATIEME  TWAZRTL
R EERTL



Unclear Laws and Inconsistent Regulatory Interpretation are
Top Challenge for Companies

BRRERMRTA—/ A

IFEFE EH
1B ERE

N S=E:271.37

Please rank your top five business challenges in China.

T O Bt 2 mAE AR 55 S A iR KR TS B DRk -

2012

Shortage
of qualified
management
R S18HY
BEAR
43%

Inconsistent regulatory
interpretation and
unclear laws
EREMPAT AR/

x

Shortage of
qualified employees
RSB
T
29%

Corruption

& T\
26%

Inconsistent regulatory
interpretation and
unclear laws
EEEMTR 5/
TR

38%

Shortage of
qualified employees
RDEIEHY
[l
35%

Corruption
g
30%

Shortage
of qualified
management
TROSHEEY
BEAR
30%

Inconsistent regulatory
interpretation and
unclear laws
EREMPAT A/
PN F

39%

Shortage of
qualified employees
RV BT
T
37%

Shortage
of qualified
management

HROEEE
BEAR
31%

2016

Inconsistent regulatory
interpretation and
unclear laws

Inconsistent regulatory
interpretation and
unclear laws
EEEMPAT AR/
B

47%

Shortage of
qualified employees
RO BT
[

42%

Shortage
of qualified
management
R ETERY
BEAR
32%

Shortage of
qualified employees
TR EHEHY
aT
29%

Increasing Chinese
protectionism

RERPEX
TERFHER
30%

Industry
overcapacity

Tl = gE T
A

For the first time since the 2010 report, member companies selected inconsistent regulatory interpretation and unclear laws as their number
one business challenge in China. In addition, obtaining required licenses has returned to the top five challenges list, with industry overcapacity
appearing as a top five challenge for the first time after having been newly added as an option in the 2015 survey. Due to the close ranking
of a number of challenges this year, we have listed our members'top ten challenges, which included Increasing Chinese protectionism and

Shortage of qualified management.

M 2010 FREREE, SRAEWERBERENIT AR/ NERIINERSEIGRRANE . LS, SREWEXFRIEY
AREEMENBIL, M7 =8 TR 2016 FRENFHENERMA L AR —. SF, BT RBMSENHF oI,
P T = REWEIR AR, EREEPERPEXTHARNROGENEIZAR,



2016 Top Ten
2016 F+AHkbk

Inconsistent regulatory

interpretation and
unclear laws

RREIRAT A/

B
57%
Labor costs
EEr Al %N
54%

Obtaining required
licenses

EVS B R AT R
29%

Shortage of
qualified employees

ROGBIAT
29%

Industry overcapacity
T REE R
29%

Shortage of qualified
management

ROERNEEAR
29%

Increasing Chinese
protectionism

FREGRIE X F4R
29%

Corruption

& W
26%

Tax
I
26%

Intellectual property
rights infringement

ARF=AUZAX
23%

Of note is the overall decrease of HR issues as top challenges for member companies, with an
increase in reported challenges involving regulatory and macro-economic issues. Our sec-
tor-by-sector analysis shows that increasing protectionism, the difficulty obtaining required
licences, requirements to comply with Chinese stantards and inability of companies to participate
in standards-setting are among the top five challenges for Technology & Other R&D Intensive
companies. Also of note, industry overcapacity rises to the number three challenge for Industrial &
Resources companies.

BEFIENE, ANBRODENE AR SE2IMTESE, MPRIIRENR
LT E N 2T LA ey, PEFRPEXAETAR. SREMEXITFR
IEHEYE, DRERESTFENE / TTES SnESEERAME TR B EE P E
IRV E A 25, ME, T8 T TN TAAI SR AYEE = APk

|
2016 top five challenges by sector categories

2016 4R FLRBRAR , FfTlZosn3k

Technology & Other

st & R&D Intensive Consumer Services

Resources

TN E T RARMEAIH A HERT BRSS1T

BRI

Inconsistent regulatory  Inconsistent regulatory  Inconsistent regulatory
interpretation and interpretation and interpretation and
unclear laws unclear laws unclear laws

Rising labor costs

S BATEE K

) SERENRAT SEREMRAT SEREMRAT
59% R—5 | Fig R—5 | Figw I—¥/ Nge

53% 65% YA

Inconsistent regulatory

interpretation and . . . . . .
P Rising labor costs Rising labor costs Rising labor costs
unclear laws

| FMOAAEBER | SEMORAEER | SHAMAREIEK
=3 | Ri5% 47% 55% 53%
58%

sy Increasing Chinese Shortage
. protectionism Tax of qualified
overcapacity N . employees
T FEIRIPES W e
. REFHR 35% ROERIAT
>1% 44% 41%

Intellectual Obtaining required Shortage Shortage
property rights licenses of qualified of qualified
infringement BB HFA] management management
FHRF=AUZAX UEH 3 ROBRNEEAR ROSBHNEEAR
35% 42% 32% 35%

Increasing Chinese Obtaining required

Industry

protectionism . licenses
ERPEN i BB IR
i 1T BE 3
TEFF R o U
31% 30%




Change in Quality of Investment Environment

Remains Mixed...

SWHEIRBHFRNREZRLITHNA—......

The quality of China’s investment environment is?

H ] 5 B8 DA Y o 2 gl 2

Improving 33%
A st

Staying the same 41%
HREAZ

Deteriorating 26%

2011 2012

...Though Consumer Industry Sees Greatest Improvement

e BERWRTIRBYT KIRERIITE

In particular, a relatively high pro-
portion of Consumer companies,
more than 40%, reported im-
proving quality of the investment
environment. On the other hand,
31% of Technology & Other R&D
Intensive reported a deteriorating
business environment, a higher
percentage than those who saw an
improving environment.

BRI ZEBEET, #81d 40%
MEWIARIREIMTEPINE.
F—HHE, ERARNEMITRR
E8ITL, 31% BRI RE
WRARBRE, MRS
MEWINHIMEB TN E,

B

2014 2015

One-third of member companies reported
that the quality of the investment envi-
ronment is improving, while more than
one-quarter reported deteriorating quality.
The proportion of companies reporting a
deterioration in the quality of the invest-
ment environment decreased by three
percentage points. In all, more companies
reported an improving quality of invest-
ment environment than those who report-
ed a deteriorating quality of investment
environment.

=P Z—Hz AR REREINE
MREBME, MmBEMyz—1E
W RRIR MR, EEAE
BOT=TEDR. 5F, BYRSE
WIANN IR MG A PN E AR RBTEL .

The quality of China’s investment environment is?

Hh [ B BT P58 1Y o B el 92

Improving

Staying the
same
RIFAE

® Deteriorating

B e
o 30% 27%
42% 33% °
38% 43% 2% UL
40%
29% o
Consumer Services Industrial & Technology & Other
HERTW BRSS 1Tl Resources R&D Intensive

TWABETL BANEEFE
BELTL



Winning in China: Business Priorities and Plans

mETE: WSEL[MiT

While growth opportunities in China remain a significant priority for survey respondents and many
companies continue to increase investments in China, this year we see significant number of companies
reporting that cost management will be a priority.

This year, almost one-third of member companies do not plan to increase their investment levels in China.
In addition, one-quarter of companies have moved, or are planning to move, capacity outside of China.
While many members who are moving capacity outside of China report slower growth and increasing costs
as reasons for decreasing their investments, Services and Technology & Other R&D Intensive companies
comprise the overwhelming majority of those who have left the market due to market access barriers.

However, China remains a top three investment priority globally for about 60% of respondents. For most
member companies, innovation is an important business priority. More than nine in ten respondents believe
that innovation in China will be important to their company’s future growth in China. Respondents also
report that brands, technology and IP and development and innovation are among the top five competitive
advantages member companies have relative to domestic competitors. Innovation can help capture growth
opportunities in new customer segments and is required for launching new products or services, both of which
are listed as primary business objectives for most member companies. This innovation is increasingly designed
for China, with 40% of companies reporting that more than half of their revenues come from products or
services designed, developed or tailored to local requirements, a significant increase from 32% last year.

SAZPENRTENNRBZER, HEFSEWREEINFEREE, B 2016 F, ABMNERWRKE
RIBERAEEL,

2016 &F, i=pZ—M=ATWSAENELRFENITY, ME, Moz —NElBEEsEETE
PEIRINER TR, RAERPEIRINEETRENE W FERZSRRIBERMEM L AIBINZEE DR
BNTEREA, B2, BRSITUNREAMEMALBELTUVNEWARTEEZAFRETZERRS
FEMIHENRS,

, RAE 60% WRIHENABPEMNER=ARFENOMZ—. BIFTEAZHRZREUWISEK

motﬂnﬁﬁmﬂwﬁ FEEFTRUFENNEINARKBREXER, ZHhELERT, S5E
WR%%@% ZREWAEME. AR TR A EEERSME. UFMEBHE
e E B MRAE RIS, BRI MRSV ERM, MABY W IR~
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Investment Outlook Z R ELE

China remains a Top-Three Investment Priority for Most
Member Companies

AREBHZARUANREFENA=KIRFE BN Z —

This year, the proportion of mem-
ber companies that consider China . . .

P o How does China rank in your company’s near-term global investment
a top-three or number one priority

for their investments declined plans?
slightly, although remained more H ] AE B 2 Bl 9 2 BR B g 1R v il =1 S il 2

than three in five. The percentage

of companies naming China as a 100% - - Py e
first priority increased. Rl ety Attt ] 13%
‘ One among many destinations 3
% - AN ZZ L A _
2016 &, BHEMN=AEE o -~ 26%
Bty —siE B ERAENM
=R EWELHIREE T, B1) 60%
BT 7 L, MEXEERWAH, 35
':szﬁgg SR Bt 40% - 36%
EEBIBRT BT
20%
25%
0- L

2009 2010 2011 2012 2013 2014 2015 2016

Investment Expansions Continue to Decrease

SN ATRA DS
Y SRR D
This year, 32% of member companies
do not plan to expand their invest-
ments in China, a higher percentage

than during the financial crisis in 2009.

How much do you estimate your company will increase investment The majority of companies nevertheless
in China operations for 2016? plan to increase investments in China
AL 2016 4F 52 T 2 A6 E B £ /b #3459 during 2016, though at lower rates than

in previous years. In all, almost one-
third plan no investment expansion

100% - 3 4%, S =
] 8% in China, one-third intend to expand
7] their investment by less than 10%, and
80% 23% more than one-third will expand their

investment by more than 10%.
00% 7 2016 5, 32% MARRDIRET A
33% R BRI, X— tt@UEI@L
40% - 2009 FEEEHEAERILLAE,
d ﬁyﬁﬁmﬂ%mlﬂzﬂi‘m?‘“ S,
QEEEETFEE. SRR, =
32% DL Eﬁmﬂ/xﬁ?}‘ PN RSN
T, =927 —HRtRE g
L 10% B9, B =592 —MEl
2009 2010 20M 2012 2013 2014 2015 2016 THRIEHN 10% WA ER9IRER

20%

No investment expansion planned
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Slower Market Growth and

Higher Costs are Main Concerns

Among Companies that Plan to Reduce Investment

HIBAE RN E BB O THHE MBI L

If your planned increase in investment in 2016 is LOWER than it was in 2015, this is due

primarily to:

AR 512 A] 2016 AFAYBEBTIGIRIE T 2015 4R,

19%

EERHA?

More than 80% of companies who decreased
their investment due to “Market access barriers
or government policies that disadvantage foreign
companies in your sector” were Services and
Technology & Other R&D Intensive companies.

FEED TR TFIHRBWHTHIHENELHBFBR" Mt
WBDEERFENE S, 8T 80% KRB RSITUINR

BAMR R BER T,

0
16% 13%
9% 8%
Expectation of Rising costs, Market access Difficulties Concerns Other
slower growth including barriers or competing about Hith
in China or labor government against local uncertain
existence of BIESMHIE policies that competitors policy
faster—growing A& R A disadvantage WASALES environment
markets in other HEEF foreign companies  y3xmAa=R WRMEL
geographies in your sector BUSINERS
it R ENS S K TRFHEEWE RS
SEEHMIBXFE THENERF
RFIE KA TS TR

Of the almost half of respondents who plan to increase
their investment in China by a lower amount than they did
in 2015, the expectation of slower growth or faster growing
markets elsewhere was the primary reason for doing so
across all sectors. Of the companies which plan to decrease
their investments in China because of market access barri-
ers or government policies that disadvantage foreign com-
panies in their sector however, more than 80% are from the
Technology & R&D Intensive and Services sector categories.

AT, TTHITF 2016 ERIEEISEIERNS
WER, BIL—FAUghER gD E R i
BB OIRIFNEBRE, HEEAAF TN
MR 2 BUFTEER MBI D EEIR E AR
B, B 80% HUE B BRI RBER T AR RS
AT,

Lower
investment in
2016 than 2015
2016 FERIIR
£F 2015 &

Not
applicable
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Most Companies are Moving to Other Parts of Asia or NAFTA
ARBEEN TR eeERB R M Ef i X e b B B X

Of the companies who have moved, or plan to move, capacity out
of China, the large majority are moving their operations to Devel-
oping Asia or North America. 55% of Industrial & Resources and
41% of Consumer companies who have moved or are planning
to move capacity from China have moved capacity to Developing
Asia. However, Technology & Other R&D Intensive companies

are more likely to move capacity to US/NAFTA, with 40% of them
having chosen it as a key destination.

HEEAFH B PERIMNES TR T, BAHBOU

WRHEWSEBE ML RAERMBXIFIEBEK, & US/NAFTA
TAANERITI AR ARSS 1T, 518 556% F1 41% K9 2 2t EA Y
WER =B MR RPERMMX, BF, AN XE /IXE%
HpT R B\ R B PR e B EIEE / E5R8 38%

B, Hrp40% WX — R0 EEB M0t

Rising Labor Costs and Strategic
Re-prioritization of Other Countries are Driving
Companies to Move Capacity Outside of China

Hal DA LA IR R E SRR ARS L T kal L7,
(efERl @ P ERIMNERS T 6E

In all, one-quarter of members |
plan to or have already moved

capacity outside of China, Rising In the past three-years, has your company moved capacity outside of

, China? What is the most important reason for moving capacity outside
labor costs remains the most com-

monly cited reason for doing so. of China?

Strategic re-prioritization of other X =4, B RIS b EBEAME R L RE? B2 w1 E B
countries is the second highest ANEERE PRIk L = R 42

reason, followed by lack of com-

petitiveness vs. local competitors. . :

Also of note is that almost one in No (%ft 55%}%%)move) Others EAth

ten companies that have moved 25% Rising non-labor operating costs IESEIHEEMA L
or will move capacity out of China, Yes & Regulatory challenges F[E#Y % &R

did so due to regulatory challeng- Less attractive local demand in China FEHithfIFERELZRE| 1
esin China.
Lack of competitiveness vs. local competitors

HBE=r7 MRt e SAMRFNFELRZ RSN

5 13 AN T
Eiﬁﬁfﬁﬁzsg@mg No (not planning to | Strategic re—prioritization of other countries
P e 3 e BT EERL SR
REEMER SR X (aAitEER) P S AIEES

B, EREMNSH L ESEE 2 -

ABR, BEIENE, BHE
92— ETETEE R
RO E ST E Bt B R E
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Rising labor costs
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If you answered “yes” or “plan to move”, to which regions have you moved, or
do you plan to move capacity? (Please select all that apply.)*

ARERE R & AR, St R s RI T MR L X L RS 7 e
(R IERFT A ) *

Africa &

Middle East
FEMFIRZR
7%
Developing Asia
N Y-gutss
ExRMithX
49%
US/NAFTA EU Africa & Middle East Developing Asia Developed Asia
XE/tEBRK R 22 AR TNEAERERMX  TMEAERTHX

46%
() Serviges Consumer @ Technology & other R&D intensive industries O Industrial & Resources
BRSS ATl HEEAT RAFEM R B ERIT TV ANEIRATAL

* “Developed Asia” includes Korea, Japan, Taiwan, Australia, etc.; “Developing Asia” includes India, Vietnam, Thailand, Indonesia, Malaysia, etc.
* HARERATX S8FEHE. BA. REAE. BAMNTE; “THAxRBPERMGX"GFEHE. W, RE. . SRATE,



Strategic Choices and Directions f&E& %5 E

Companies Across Industries are Prioritizing Core
Business Growth for 2016

ZTEWHEWIEERTE 2016 FIZOISIERKES

BAREBD=ATWEERIE 2016 FHROSER,
BT TWAERE AT 2015 FHWAKIRELD, BT
ENE_REMERRLERAHRSUE, MEEM
ik, A TR BRI T RERSEE
B BUERY BinE o LB,

Member companies overwhelmingly look to prioritize their
core businesses in 2016. As Industrial & Resources companies
witnessed a drastic decrease in their revenues in 2015 however,
their number two goal in China is to reduce operating costs
and improve efficiency in their operations, rather than grow

by launching new products or services, or by targeting new
customer segments, as prioritized by other sectors.

Which of the following most accurately describe your primary business objectives in China for 2016?
Please select your top three objectives.

2016 4F 532> FAE P E M EZ Rk B AR R 27 ik 3 AN REER I E AR,

Technology & Other R&D

Industrial & Resources

TN EIRAT AL

Intensive

RAMEAFR &

BRI

Consumer
EHET

Services
BRSS1Tl

Grow in core business
(e.g., with current
products, services,

customer segments)
SCIAZOWV S RO
(anFBIMAET M. RS,
EF M)
79%

Grow in core business
(e.g., with current
products, services,

customer segments)
SCHIRZ O SSRVIE K
(A BEMET @, RS,
BEFHD)
80%

Reduce operating costs
and improve efficiency
(e.g., headcount
reductions, consolidation
of facilities)
FELERAHIRENE
(GNARFEE. REES)
53%

Grow by launching new
products or services
BT T R
ARSS LB
57%

Grow by launching new
products or services
T I mE
ARES SRR K
41%

Grow by targeting new
customer segments

BEHEMRNEREF A

SCIE
49%

Grow in core business
(e.g., with current
products, services,

customer segments)
SCEAZ O S ROLE
(BB~ m. RS,
BEFHD)

87%

Grow by targeting new
customer segments

B HEMBBRE P HE D

SEHUE
63%

Grow by launching new

products or services
B HE T e
AR 55 SEIIB K
49%

Grow by launching new

Grow in core business
(e.g., with current
products, services,

customer segments)
SCEIRZOE SRS
(A BB m. RS,
BFPH5)
85%

Grow by targeting new
customer segments

BEHEMRNERE S A

SCIE
56%

products or services
pE-pUE (- Juntyi) s
BRSSSEIIE
49%




Brands, IP and Innovation Seen as Greatest Advantages for
Foreign Companies

mh# . FNAFRHEIF M AN E R EKME

Respondents across industries perceived themselves as having a number of advan- EEENMTWHSIHEINNSEARAS SN FE
tages over their domestic competitors; however their strongest perceived advan- HECESRZME, Ml hEEBTE
tages reveal the importance of Innovation and strong Intellectual Property Rights i 8 T ARl IR AR AR P B E
protection in China. Three of the top five perceived advantages were linked to the M, AAASSMHBD =S
companies'intellectual property, and the ability to develop it: Brands, Technology & FERFFAEENE X, B Q. AT
IP-and Development & Innovation. The other two of the top five advantages were AL AR FF S FIAIS . EAFIRS S E AT
related to the ability to develop and execute strategies. Domestic companies are Sﬁmﬂm%ﬁﬁ%c AN EESE N 2EY

erceived to be more agile in their operations however, providing stronger compe- [N N -
Pe oreag 5 ProvICIng songer comp THEH, BUEFRME. HATHNT5E
tition through their customer network, go-to-market and route-to-market abilities.

Domestic companies are also perceived as having an advantage in M&A, JVs and Eﬁqaéﬁ FHEN, FEEAW. SEASES
' BLBENS., AEtEWHEIATRESERE

partnering. Domestic companies were most strongly perceived to have a competi-
tive advantage in regulatory management.

=EMB

How would you compare your company’s competitive advantages vs. domestic competitors?
Please select the most appropriate rating for each capability.

SENTEGN T, StaRIRTESESEnm? 500 % SRE ) £ il = .

Brands

mmhE

Technology & IP

FAFEIRF=4R

Developing business strategy
Bl S5 RS

Development & innovation

FAEF BT

Executing strategy & specific initiatives
HATERER A B R 2448

Risk management

RBLETE

HR management & culture
ANHREBRXMN

Manufacturing and operations
HIEMEE

Scale (e.g., size, market share)

AR (A&, T SHEE)
Corporate finance

AR ER

Supply chain & logistics
ERTEERIYD IR

Customer relationships

BFXA

Tied customer network
ERRBRNEF RS

Go-to-market & route-to—market (including sales and marketing)
HEATHNHZREE (BEHENEH)
Tangible assets (e.g., mines, machines)
ARG (W, AR E)

M&A, JVs & partnering

HE. SRMEE

Regulatory management

i

Net difference /&Z% *
74%

63%
62%

59%

* Net difference = Percentage of respondents who selected an option as “Competitive advantage for member companies”
minus the percentage of respondents who selected the same option as a “Competitive advantage for local companies”.

*OBER = R “RASNRESNB NZIHELLS) —

W AL RENRHNE WZIHE LA



More Companies’ Revenues Come from Localized Products

BEZEWHNBRARB AL ™ m

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

At TFR G A AR R R i SR 55 A2 DI 555 Wb b % R ELI?

More than 75

22% 25% 75% A E
50-75%
10% ® 25-50%

® 10-25%

INF 10%

2014 2015

%

@ Less than 10%

“Digitalization” Most Essential for Customer
Engagement and Relationship Management

‘B NEFENNXAEERNER

How important is enhancing your competitiveness in China through
“digitalization”? (Rate from 1 “not at all important” to 5 “extremely

important”.)

W R AR S A R ETES ), XaA 2 EE? (6% 1-5 400 T3k

17475y, 1= ERAEE, 5S4 = MAHEE)

5
29% 31% 30% 4
46% ®3
2
32% 25% 24% !
27% 0
24%
6% 8% 16% 0
0
7% 7% e
Sales, marketing, Human resources Operations and supply Research and
distribution and customer or organization chain management development
relationship management effectiveness BB SRR RRAFE

HE W DHIEPXAEE ANER/ARBHM

Overall, more companies
are choosing to adapt their
products and services to
meet the needs of the China
market. This year 40% of
companies report that more
than half of their revenues
came from products or
services that were locally
designed, developed or tai-
lored to local requirements.

BRI, BEZR
L SRS &R
EmiaNTER, 2016 F,
40% Byl R RiBIT —4¢
AR BATIEIT. FF
R EARIE R 5
E SR

On a scale of one to five,
digitalization scored highest
for members' ability to en-
hance their sales, marketing,
distribution and customer
relationship managementin
China, followed by Human
Resources or organization
effectiveness. Of particular
note, Technology & Other
R&D Intensive companies rat-
ed Research & Development
as the number two use for
digitalization to improve their
competitiveness in China.

RIEEEEMNTDE—D
TN, 2IHEIN
FH W TFRAEEEH
£, BH. pHNEFX
REBENMAEE, B
IRBANGRNARE R
M, FEREIEIENE,

PR EAh A& e A
WINHBEHFHIRSHE
RS IR R
MEZIHES .



Innovation is Key to
Growing in China

BlFT R E IR

Member companies prioritize innova-
tion in China, with 92% of our members
considering innovation as important,

a top three or a top priority for their
growth in China.

=REWENETET R,

92% W= ABWINABIFISEEL
WEERKEEBNAERZ=AESZ
—WEEES,

Hiring Domestically and

Training are Key Actions to

Innovate in China

AT EREFREF, &l
RENEEHREEEANRE

HE]\HI*DEE1 “

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

A Hp R R OFT X 51 2 RIAORFESRL S5 KA 2 50

Not Important Top priority

at all BEES
TEREE
Top three
priority
Important =AESZ
BE

Member companies invest in innovation primarily through hiring staff
domestically, training existing employees and establishing partnerships with
Chinese organizations or companies. Larger companies, however, are also
investing in R&D centers as 43% of companies with more than 250 employ-
ees in China reported having established an R&D Center.
FREWFEBIEERNBREAR. @A TRAE)INESFRENA
AP ERTTEF R ZRFFROFIIZ SR . RBB TR RETIFA

0, FEERTASBIT 250 ARERAR, & 43% BERIIFLFD.

What types of investment or actions have you taken to innovate in China? (Select all that apply.)

Jo VAEPEIJF R AR, Bt R TR BBt s AT B ? 1 AR il I

43% of large companies
established an R&D center

W B LRI AR

43% KRR

48% 48%
37% 359
o 34%

30% 30%
4%
Hire staff Training for Establish Adapt Redesign Establish an  Hire or transfer Other
domestically employees partnerships company organization R&D center staff from i=e )

EERZEAS WETiaw with Chinese culture to structures or BN overseas
b I%iJII organizations or support processes to MESMEEESE
companies innovation  support innovation EAR
SHENARFAT FERATIXM EINRITEREN

FEAVA=((S N

DUERIBUFT  BRIRARIASZHT IR



The HR Challenge A& EHEE

Rising Salary and Wage Expenses the Top Human Resource Challenge

#in R LR AN BRI R A

Cost of labor and related management issues remain key issues for our S AFIE B IR AR S R
member companies. Rising salary and wage expenses is the number EREE([B, 2016 F, FHEBHA
one Human Resources challenge in 2016, followed by the cost of social KN AN BB R A, ErEHS
benefits. Also of note is the relatively high proportion of Industrial & BRI, BETENSE, BEXSEN
Resources companies reporting difficulty terminating employees as T AEE Y E RGBT 22 SR
they look to increase efficiency and manage costs. &R,

What are your top-three human resource challenges?

T B2y m] AT R =R ) B IR

Technology & Other R&D
Industrial & Resources Intensive Consumer Services
TAPFABERITIL FAFE A A HET BRSS1Tl

BERT

Rising salary & wage Rising salary & wage Rising salary & wage Rising salary & wage
expenses expenses expenses expenses

i 3 27 AN BT Lok R R AT LK 3 27 AR AN oK 3 28 PN Lo

70% 64% 61% 55%

Difficulty attracting Difficulty attracting
skilled executive/ skilled executive/
managerial staff managerial staff
SEUAIRS |20 EZHY EUIRS |20 FEER
58/ EBEAR =58/ BEAR
34% 38%

Difficulty attracting
Difficulty terminating skilled executive/

employees managerial staff
MUHIRAT HLARS |20 FEFH

32% =8/ BEAR
26%

Difficulty attracting
skilled executive/ Difficulty terminating

Difficulty terminating Difficulty terminating

managerial staff employees employees employees
HAIRS | 230 F =/ MEAFIRA T EUFIRR T MEUFIRA T
=8/ EEAR 26% 22% 26%
31%
. . e .. Difficulty retainin
leﬁ(c)ltjrttg/rl;;ettaa#fnlng leﬁgfcjrlltgrr:tga;fnlng executivzi/nr%nfge:algstaﬁ
WA R R T HABFERAR T e s Ly
23% 22%

23%




Over Four in Five Expect Less Than 10% Average Labor
Cost Increases in 2016

B/ \ZIhE T 2016 F A EIIMRASIEIRIET 10%

What is your expectation for how much your average labor costs per employee
will increase in 2016 vs. 2015?

2016 4E Bt 23 AN IG57 8 1 AR5 2015 AR EL R G 23 19

0,
® >20%
® 10-20%
0-10%

® Flat or
declining
B T

75%

7% |

Majority Reports Similar Turnover Rate in 2015 to 2014
ABZBHZIHERT 2016 FRATHREARS 2014 FHF

How does your turnover rate in 2015 compare to 2014?

2015 4R Br AWl M LR %5 2014 420 e nfnf 2

Significantly higher

Significantly lower
HEES

AHEER

Lower
B

Higher

=)

57%

About the same

e



One in Five Expect to Decrease Headcount

In total, 21% of survey respondents expect to
decrease headcount in 2016, while 46% expect
to increase their headcount. However, there are
distinct differences in expectations by sector
and company size. Only one in ten Technolo-
gy & Other R&D Intensive companies expect

to decrease headcount, while 61% expect to
increase their headcount. On the other hand,
36% of Industrial & Resources companies expect
to decrease their headcount, compared to one
in four who expect to increase. Of companies
with less than 250 employees, 54% expected

to add employees to their teams, while 41% of
companies with more than 250 employees look
to expand their numbers.

HitE 21% WSEThE T 2016 FHR TR
SR, 46% METHETUT R TS5
M. T, AEATWFAIABIEN R EE
TEROFIER  FER A E AR 2 B AT,
RBE—HEFTRD R TR, m61%
Mg A TS, S—FmE, £L1
WHIESRAT, 36% H9RAFIITR/ D & T
B, Bz T, READZ—mmIlFntig
MRTEE, ARIASANE 2560 AT
250 ARITRALAR, 5318 54% Fl 41% ok
A FIT SN0 R T AL

m R PTG TR E0F R

Do you expect to increase or decrease headcount in China
in 2016?

2016 4E8 2wl AE P E 1Y 51 T2 B0k 8 ks 2 o b2

Decrease >10%
BDRTF 10%
Increase >10%

Decrease 5-10% EINAKF 10%

BNME 5%-10% 28]

Decrease <5%

BWNF 5% 7% 15%
10D Increase 5-10%
EINTE 5%-10%
0, =]
17% >
14%
About the same Increase <5%

REFREZ EINT 5%

4% 20
i 308 2 B vk
0 (o)
9% Bl FOATF 10%
13% Decrease 5-10%
29% HDE 5-10%
25% 15% 33% 218
Decrease less
than 5%
0,
20% 32% BDINF 5%
° 18% 12% @ About the same
39% RIEFE
o Increase less
it 16% 20% than 5%
° 2 SN 5%
10% 15% Ii:ﬁcjzjre;se 5-10%
q = \l] £ 5-10%
17% 16% 10% . = 2
5% 10% Increase greater
than 10%
Technology & Other  Services Consumer Industrial & Large SME AT 10%
R&D Intensive BRSS 1T SEERITL Resources KRERAY H/ Al BINAT 10%
RAMEMM L TARER T

BRI



Hiring the Right Talent and Developing Staff Top HR Priorities
AN#BFENEEESFSEEESEATHIEIIGT

As a greater proportion of smaller companies are looking to expand their headcount in 2016, they are relatively more
focused on onboarding the right talent for their company, when compared to larger companies. Many large and
small member companies will continue to be focused on developing their people in China.

2016 F, EESLHRNEBUATIIEMA TS, SKABWAL, EXTNRWEBEEEAT. 2
REFNEZ AR SHE LT TRIIFE A L,

What is your organization’s top human resource priority for 2016 in China?

2016 4F- Bt 2y AAE P E N I BTIR ¥ ZAE 55 AT 42

100% Other EHfth

Embedding cultural change &SEXftTE
Aligning the organization #5N4A4 ETFiAR—2K

Embedding cultural change &SI E

Rewarding people appropriately

&R AT

Managing employee engagement
S o EIER TRISWE
Aligning the organization : -
HESHAL F TR —3K Rewarding people appropriately
Managing employee engagement &SR AT
BIRG TS E

80% -

Structuring to meet business needs
R ST KR HITER
Structuring to meet business needs

RN SHRHEITER

60% -

Developing people
AR AR

Developing people
40% AR AR

20% -

Large companies AZI{l SME F/hiRl



Technology and Other R&D Industries Face Stronger
Competition from Local Companies in Attracting
and Retaining Talent

RAMEMA R BER AW ERS B EAT HH
HIgA LR EHRNNZF

What are the main challenges you face in attracting the right talent in China? (Select top three.)
Bt AEH E W5 A& AN A B 7 WP Bk ? TR 3 AN E ORI

Technology & Other R&D
Industrial & Resources Intensive Consumer Services
TAPFNBRIRITIL FAFNE L JHETIL BRS34TI

BRI

High expectations High expectations High expectations High expectations
of salary & benefits of salary & benefits of salary & benefits of salary & benefits
packages packages packages packages

xIFRE / B EE S XFE / FBHETS x3Fret / B EE S XFE / FBHETS
65% 64% 65% 58%

Competition from other Competition from other

Competition from local

Competition from other

foreign businesses businesses foreign businesses foreign businesses
HithShE A B F KL ATNRES HitnSh R A B RS HthShE A BN

37% 45% 41% 40%
a g?ttuiﬂ?:sggtcs (;‘raneran Competition from other Unwillingness to be Competition from local
PP AR BB pany foreign businesses assigned to China businesses
Bl BB ATINES REW S EEIE ALATHES

Rl Bil=

- 34% 22% 39%

Not enough career Not enough career Not enough career
opportunities at company  opportunities at company  opportunities at company
A= At ¥4 AS— VAt 4 /NS &4
NS = NERA R NERA BB NENRA BB
e RIERANE RUERIS RUERIS
% 24% 17% 22%

Competition from local
businesses




High expectations for compensation were the number one chal-
lenge for attracting and retaining talent for member companies in
China. Technology and Other R&D Industries reported strong com-
petition from local businesses for both retaining and recruiting the
right talent for their business. Difficulties in identifying and finding
the right talent was the number two challenge for all member
companies when attracting the right talent.

XEMINEEIEE = AW AESI BT
AT EIRRRAE . SARMEMIT R B E
B RRAERS B ESEAT HEES
RERLRWERIRS. EWRSIEBAT
JE, PAERREWERANEERIFAN
BEMAT ZHEIREE R,

What are the main challenges you face in retaining the right talent in China? (Select top three.)

AAEPEBESEIAA, o bl E 2Pk 22

Technology & Other R&D

Industrial & Resources Intensive

TAAIZRIT L

HATIEMETS
BRI

High expectations of
benefits/expat packages
f1@d / INRA R E
\BEELI_J
48%

High expectations of
benefits/expat packages
XJ1EF / INRA RS
H\HEELI_J
55%

Employees not seeing
promising career
development
RITEARFBR & RRT=
44%

Employees going to local
competitors
RTRER AL ZEWTF

42% 43%

Employees not seeing
promising career
development
RIEARFIR R RRTR
34%

Quality of life
LiERE
40%
35%

Employees going to
foreign competitors

ATHEIINE RS

Employees going to
foreign competitors

ATHIERISNE RS

Consumer
HETIL

High expectations of
benefits/expat packages

StEF / INRA
B
50%

AfFA

Quality of life
AERE

Employees not seeing
promising career
development

ATEARFRW R RIS

Employees going to
foreign competitors

ATHERISNE RS

1 3 AN iR B R BkK .

Services

ARSS 1Tl

High expectations of
benefits/expat packages

¥t@Fl / INRA RSB
U=
43%

Quality of life
LiERE
37%

Employees not seeing
promising career
development
RIEARFRW AR RRI=
37%

Employees going to
foreign competitors

ATHERISNE RS

30% 31% 33% 35%
Employees going to local Quality of life Employees going to a Employees going to local
competitors Ei;/ - different industry competitors
RITHMERIAR T ZEXNF ’2 ()’/‘E 5 TEKERIRET L RTHER AL ZHETF
28% 9% 32% 26%




Air Quality Still
Impacts Recruitment

AGBEBRLARZE

FSRENTMN

After having risen over six years, a majority

of respondents, 52%, continued to report
difficulties in recruiting senior executives to
work in China due to air quality issues. The
largest proportion of companies in the Tianjin
chapter reported difficulty in recruiting execu-
tives due to air quality issues at 65%, followed
by Beijing with 52%.

LT NENRE, KED2I5E (52%)
FERTAET[RERRAEBIER SR
BBATRETE, RZDENRAT
KMAESREEMREEREEEIEA
TRt &S, 1K 65%, HRZILR,
B 52%,

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

BN TR A ATAE PR 2 AR () T AR X S B v R A BN A R A
TAERTEOL?

76%

® Yes/ 2 No /&

52% 53% 52%

2010

2013 2014 2015

Almost 40% of Companies Believe They are Disadvantaged Due

to Compliance with China Labor Laws

T 40% MNRMIAAESTHRE (GohiE) MERFHTEFNZN

How does compliance with Chinese labor laws, including restrictions on part-
time and dispatch labor and paying relevant labor and social security taxes,

impact your ability to compete with local competitors?

P E GFah)  (RLAEXTHRIN GURIIRIE 5T AR DL SR 5 55 s gt 2 PR

BUHISAY) X5t A RS A L AL e 7™ A T BRI 5 0 2

Significant advantage
HREEME

Significant
disadvantage
FEREE
RS20

Disadvantage

FRERFRN

Advantage
R

59%

Neutral
peZ=p=Al

Labor law compliance has been a focus for
our members due to member company
internal global compliance and risk manage-
ment policies and the inconsistent enforce-
ment of labor laws in China. In total, 38%

of this year’s survey respondents note that
compliance with such laws disadvantages
or significantly disadvantages their ability to
compete with local competitors.

BT =REVAERSEREIRE MM
REIRHERUL FEN S AT A
—, BTEME—EHERREWXE
b, S, HA 38% WZIHERT
BIRXEFEMNES AR I SEH8E
NFEET AN 2 ERTFEb,



Winds of Change:
Assessing the Policy Trends

BNEME: THEBERIES

Our member companies this year report greater concern over the direction of China's reforms,
and their ability to equally benefit with local companies. In particular, members report an
environment that has not yet converged with the stated goals of the Chinese government to
allow the market to play a decisive role in the economy, open the market equally to foreign
companies and to allow for an increased role for services, consumption and innovation in the
economy. Rather, companies in the Technology & Other R&D Intensive and Services sectors
report the most pessimism towards Chinese regulations. Member companies also report a
continued concern about the negative impact of Internet controls on their business operations.
However, companies do report a clear improvement in the environment for intellectual property
rights protection.

SE, BMINZRABWENXERENNES BRSNS FEMRTNES . EF—
RNESRAEWRE, BRAPEBISRBEBILHHELFTRRERATEFR. @EEWTF
S M5+ RRARS . BEMEFELFTNIER, MEMEAIRB REBMAINE,
R, EERAMAERBRERENERSTY, BWNHREREFRENNSESEAEN, 2REW
RABHRETETEBENER N WSEENREZN, A, BWHRRIRFARFRPIESE
RENE.



Overall Policy Climate E{RKHEIFIE

Seventy-seven Percent of Member Companies
Feel Less Welcome

77% Bz G RMGAAEFE M AEZ IR

This year, respondents were asked
to choose whether they felt foreign . . . .

‘ 4 9 Do you feel foreign businesses are more or less welcome in China
companies were more or less welcome

T than before?
than before. A very large majority of our . ] . "
members—77%-feel foreign companies TN g g Aol A v LAY 32 ARG B 5 DA AH L ATl 28402

are less welcome than before.

SH, WNERZHELIFE IR

B EPEIOEE S UEEL 77% 23%

BAZ, BAITo=REW (4

77%) INAFNER WA R ERE

E2ISUIR More welcome than before
EEIAF B 2RI

Less welcome than before
AEBAEFE =0

More Technology and R&D Intensive and Industrial
Companies Feel Less Welcome than Before

BEZSHRANALZREEWRERAMLAFEZ IR

When analyzed by sector, Con-
sumer companies were most
likely to report feeling more
welcome than before. Even while
the government is focused on
increasing innovation, more than

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

BN I BT Al A Hp [ 9 32 G JEE 5 LA AR B A T 38 112

17% 17%

More welcome

than before
34% EE A S0
® Less welcome

than before
AABAEFZ IR0

66%

Industrial &  Technology & Other

Resources R&D Intensive
TAAIZR T BAMEMRA

BRI

Consumer
THERTTL

80% of Technology & Other R&D
Intensive companies and Indus-
trial & Resources companies feel
less welcome than before.

AT DT, TEETWAYE
REPIBER AU AEZ IR
W, BMEPEBUFERATINAR
BIFF N, B 80% KA
MEAAT R B ER B KR T
WA BRI AN ARG A0 A
=i,



Mixed Perspectives Regarding the Change in Gov't

Policies on Business Environment

S BUFE MR BRI RBER—

Overall, members responded with
an improved sense of the impact
of the change in government
policies and their enforcement
this year, compared to 2014.

These policies can include both
economic and regulatory policy
changes, according to the respon-
dent’s perspective. In total, 59%
of members believe the change

in government policies improved
or strongly improved the business
environment, while 55% believe
that enforcement of said policies
improved or strongly improved the
environment. When broken down
by sector, consumer industries per-
ceived the most negative impact
from both the change in policies
and their enforcement.

5 2014 #48LE, 2015 F2RA
AR BB AECR
W EFMAME, 1R
SHENNR, XEBEREE
REFBEREAHERERE

BT, HITH 59% =R
WINNBUTBERE NS EEN
REPMAESANESE, 21T
Wy, HEITWINHERTE
HHNBERHRA TR0 &N R o

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

Tk 25 AR 1) ERF B SR A A B FLPAT R B3 4l Ak Y 2 E IR B A Al 5 0 2

Change in Government Policies BT EZ

300 4%
320/0 350/0
59% 55%
45%
6% 4% 6%
Industrial &  Technology & Other ~ Consumer Services
Resources THERTTL ARSSATL
TAFIERIRAT  SARMEMIA
Enforcement of Policies EfFE & H1T
6% 7%
37% 36%
53% 46% 53%
4% 4% 4%
Industrial &  Technology & Other ~ Consumer Services
Resources THERTTL ARSI
TUAIZRITL  RAMEMRR

@ Strongly weakened

the business
environment
ZRENETEEN
Weakened the
business
environment
ZLEWRBENL
Improved the
business
environment
BEMRBANE
Strongly improved
the business
environment

ZEFRAIERE

Strongly weakened
the business
environment
BEWRTEERNL
Weakened the
business
environment
ZEMRBEL
Improved the
business
environment
BEMRBMNE
Strongly improved
the business
environment

LEMRAIBLE



Technology & Other R&D Intensive Companies Most
Pessimistic Over Regulatory Environment

RARMEMARZERE

Although the Chinese government
has stated a priority to support inno-
vation within China in the coming
years, 44% of Technology & Other R&D
Intensive companies were pessimistic
with respect to the future regulatory
environment. Services companies
had the second highest reported pes-
simism response rate, at 37%, despite
the expected role of Services in the
future economy.

PEBGEEEMARR/LEEZRT
XFBAERENRFED, BRNE
A4% B ARFIELMh A & B S BT
W R EHRRIRIFENSE ., &
BEENERSTL, ATTE
REZFHPRIEFRR, B 37%
ISMRIEEN YIS

AT BRI R E R A

2EX

How would you describe your two-year business outlook in China
on the regulatory environment?

B2 TR A I AR Y T A PR T B

4% 6% 6% 6%
23% 19% 19%
0,
42% 40% 38% 31%
23%
14%
Industrial & Consumer Services Technology & Other
Resources SHERITL BRSS4Tl R&D Intensive
TARER T RAMEMAL
BERITI

Optimistic
)
Slightly
optimistic
X G
Neutral
2y
Slightly
pessimistic
B&HIAE
Pessimistic
B

Foreign NGOs Fear Major Implications of Draft Law

SNEFEBURFALRB OB ZERZNRIN

How would the draft Foreign NGO Management law released in 2015 impact

your organization if it were passed in its current form?

AR 2015 4R R AGHY (BEAMEBUFHAE B (%) ) g ok, st %
Z B BRI ?

Limit ability for corporate partners

PRHIGERUARMHISE(E

Limit the scope of
operations in China
FREIEFENEZETRE

to support and cooperate

Raise costs for our
operations

b)) IEZ3=]2%:N

Limit ability to

raise funds
FREIZEREES
Foresee no negative
impact

TRt A S B AT

Cause organization
to exit China
BERMNALREFE

1

42%

25%

7%

75%

67%

58%



IPR Strengths and Weakness #IiRFE={EH TS E

Many Satisfied with IPR

Laws, Though Improvements
Still Needed in Enforcement

RSB ENIRF=BOEFEN
Rinime, BREFEEENRNIT
e

Member satisfaction with the enforcement of IPR laws
and regulations remains below member satisfaction
with the IPR laws and regulations themselves. Member
companies reported the most satisfaction for patent
laws and regulations and their enforcement, while
member satisfaction was the lowest for trade secrets
laws and enforcement, at 45% and 40% respectively.

= RBWSENRFBOEREMNT AR R ETAR
BTFESIRFRERENAEHHREE, =R
W EFEFREMLRERNTERE, B
BERFMRERTENRE, DK 45% M
40%,

Foreign non-government organizations (NGOs) that sup-
port the business community in China include, but are not
limited to, foreign industry associations, universities, cultural
organizations, environmental organizations, science and
technology institutions. These organizations share informa-
tion, conduct research, develop markets, support corporate
social responsibility and develop industry standards in
partnership with the business community. Of the NGOs
which responded to the survey, three in four perceived the
draft law would limit the scope of their operations in China,
and two in three expected it to limit their corporate partners’
ability to support and cooperate with the NGO. Almost one
in five expect it to cause their organization to leave China.

N FRH S R 95N EAFBUF AR B R ERR TS
EfFWihe. KE XWER, IMRELMBEING, X
LARDZER. FTRMIR. FTRMG. RFRIEEBL
=R, 'ﬁmJLEErAT”E%\JTEﬁJMT/& T2 SUIRBEER
FBRERT, D2 =FINNEEEEZRREEET
ENZETE, =p2 ANRREISIFRIWNERME

RABTE, ﬁﬂ IZ TN EEEEREPE.

Effective
B

Very effective

FERHX

® |Ineffective

P

@ Very ineffective
TELY

Rate China’s IPR laws and regulations across the
following categories:

VAT W R, o b A s e e A A 28 el 2

7%
: L2 17%
27%
31%
38%
62% 53% 58%
41%
4% 4% 4% 4%
Patents  Copyright Trademark Trade
TF hRAX or brand secrets
protection AN
T / bR

Rate the effectiveness of China’s enforcement of
IPR laws and regulations.

AP AT AL AT 2R e ?

VA e, o [ i)

12%

18% 17% 20%
0,
34% 34% 32%
40%
51% 9 47%
45% 36%
3% 3% 4% 4%
Patents  Copyright Trademark Trade
EF AR or brand secrets
protection BN
BT / kR



Member companies continue to note
marked improvements in IPR enforce-
ment, a key factor for their competitive-
ness in China. This year more than nine in
ten report long-term improvement in IPR
enforcement.

FNRFRUER BN TR F R B TE
PENZSD, REWFEXEER
PERX— MBS EEHD,
SE, NHMEWIRERIIRFAHAT
SR E

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

wE T AR, P EAE R BOE A R T 5 1

® Deteriorated
i
Improved
E

86% e

2014 2015

Risk of IP Leakage and Data Security Decreasing but Still High
AR BNBIELZ X TEE, EE2EKENARS

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

WRAEEm s, SHAMMXEERL, 312 FfEEzE b Tl e iR
AL 5 A BB AR BB B A U R AE R B /N

4%

36%

2014

While a majority of companies

still report greater risk in China for
their IP and IT or data security than
other regions in which they also
operate, the percentage of compa-
nies declined from 60% in the last
year to 52%.

REBDZIHEINNEREZ RN

29 o MR, (EERARTMER
ok e smaler LEBIOR B R IEE K,
ERERKEN X—LEBIAR] 52%, RFEE
6% Comparable H 60%.
AR
® Risk is greater
in China
FEHFEXEER

2015



Internet: Impact of Restrictions BEEXMEHI

Almost Four in |
. . To what degree does Internet censorship of content and websites
Five Nega tive ly impact your ability to conduct business normally in China?
Impacted R 2 TSRl 55 0 E S A G R R
by Internet
o Positively impacts
Censorship FAARE

Somewhat
positively

AN Sl

§§§Ufiﬂ*ﬁﬂfﬁiiﬂq EPT$;
N 4 P _L-E \
JHRRZ R
Somewhat
Negatively _negatively
impacts impacts
R —EH
SHAREA ’g e

Internet Controls

Hinder Access to
° More than three in four members noted that Internet controls slow the speed of websites
crUCIal Da ta outside of China, and 71% reported inability to access website and crucial information for

. ) ) . )
their business. In addition, more than half of respondents were unable to use certain on-

and Online Tools , n addition, more thar P > 10 e certain
line tools, affecting their ability to utilize the latest products and most innovative solutions

EH*M%%U%E&%;ﬁ within the digital economy.

S * 3 B 2 =02 R BT BB RS S35 e ES I M E g, 71% i
(m | ,

2 __IE‘E'{'E;&TE*D%,E SUETIEHMEFERED, TE, BI—LELERTHERTLES

(FHELEEEZTER TE, XEMEEANTE RN BRI S E S 5RR S 8.

Which aspects of Internet control specifically hinder your business? (Select all that apply.)
IR 00 A IR 2 75 T % B 2w RME S5 ek TRHAS 2 (R RERT A Ol 1)

5%
Slower speed Inability to access Unreliable or Inability to use Internet controls Others
of accessing  certain websites and inconsistent certain online do not hinder my Hith
website outside  sources of crucial access and speed tools business in any way
of China info/data ERMFOIEE  TAEERE  EBRMEHNASW
HERERINN  TTEBEEEXRER/ THE/ TEE HEETH SR B REEIRERS

IhRERIE BRI FE LN ER



Unstable Internet Results in Lower Productivity, and
Hinders Research and Data Exchange

BEAMBRIRE SEET R, ARMNEAIERHRZHE

The unstable access and speed of Internet in China lowers productivity, — FPE G BEIENFDLRE AT E T 747
limits the ability to engage in research and limits the ability to share = ORH T W BRI S 2 IREIBAE
data between global teams. In addition, more than one in ten compa- MBEEE=R08EH ., MA, BiId—pryl
nies invest less in innovation in China because of the unstable Internet. E RN B BN TR D ERENRIFRE A,

What is the impact on your company due to Internet instability: slowness or censorship

in China? (Select all that apply.)

IR B AN RE (o 1% sl v [l B0 o 2 1 ) X 5t 2 Wl B S AR AT 2 (R TR T A 36 T 2 )

Lower Inability to
productivity search for info
PR and engagein

research
TERERER
HHTHR

Difficulties
in data
exchange
BT
R %R

Less investment  Difficulties in Others
in innovation attracting and Hith
ENMERERY retaining talent

BIFTRA MRS | FN
BEAT



Regional Trends:
Growth, Ease of Doing Business
and Investment Plans

Xig¥aEs .
gk, SEEMEFRE T



Eastern and
Northern Coasts
Expected to Have
Highest Growth
Rates and are
Highest Priorities
For Investments
Pt 7R 8RG8 it
IZ%I]:II:“IZ gith
EE’J IJI IEEE_
=, ERhER
?R.AE

For the first time our members were
asked to compare regions in China

on their expected growth rates, ease
of doing business, investment plans,
and the receptiveness of local govern-
ment to foreign businesses. While the
coastal regions continue to rate the
highest, other growth regions such as
the Yangtze River Area and the South-
west are perceived weaker on some
dimensions. These two regions rate
relatively high on expected growth
rates, but the Yangtze River region did
not receive high rating as a priority for
investment, nor as being welcoming
to foreign business. The Southwest
Region did rate noticeably well as a
prioritized investment area, and for
being welcoming to foreign business,
but lagged behind on overall ease of
doing business.*

* The regions are defined as:
Eastern Coast: Shanghai, Jiangsu,
Zhejiang, Southern Coast: Fujian,
Guangdong, Hainan, Southwest:
Yunnan, Guizhou, Sichuan,
Chongqing, Guangxi, Northeast:
Liaoning, Jilin, Heilongjiang,
Northern Coast: Beijing, Tianjin,
Hebei, Shandong, Northwest:
Gansu, Qinghai, Ningxia, Tibet,
Xinjiang Yangtze River Area:
Hubei, Hunan, Jiangxi, Anhui, and
Yellow River Area: Shaanxi,
Shanxi, Henan, Inner Mongolia.

Which regions do you expect to have the highest economic
growth rates in the next three years? (Please pick up to three
from the list.)

BEWHRAS X R A =AML HT iR w2 (MBI 3 4Y)

o

Northeast
&4t
3%

o Nort-h!ers,rplCoast

Northwest Yellow River %@;@g
7 it Area 220
6% B
4%

EastermiCoast

REDEE
Yangtze River 25%;

o Area

Southwest FKSTER
. 7 11% o
0-10% 15% Southern Coast
11-20% RERATE
0
® 21-30% 14%
>30%

Which regions are the priorities for investment by your company
in the next three years? (Please pick up to three from the list.)

WA DX B 20 ) AR OR AR B BT 2 (MBIR I 3 4)

o

Northeast
it
4%

9.

o o Northern Coast
Northwest Yellow River %&m@;@
2

il |d Area W

4% BARE
EasterniCoast

4%
GBS

o REBiBi
Yangtze River 29%
o Area

Southwest KTAR
7 7 8% O
_1009,
0-10% 11% Southern Coast
11_200/0 ;F\glzig;g
® 21-30% 13%
>30%




Which regions do you rate highest for “ease of doing business”
in China? (Please pick up to three from the list.)

AE P E WA X ik 5 2250l 557 (MSIFR P i 3 4Y)

Northeast
x4t
2%
o o Northenn: C')Ioast
Northwest Yellow River %@lg‘%;@
il e Area 23%
1% A ‘ﬁ@g.
1%
Eastern Coast
REDES
Yangtze River 40%
O Area
Southwest TERE
Gidpfea)
0-10% 5% Southern Coast
11-20% AREE]
® 21-30%
>30%

Which regions do you rate highest for “local government most
welcoming to foreign business”? (Please pick up to three from
the list.)

WA DX 3 24 S O e RGN A ll? (MBI R rp i 3 A4Y)

(o
Northeast
it
3%

Q
o o Northern Coast

Northwest Yellow River {t=p5ass
il |4 Area 18%
4% Pt ?
4%
Eastern Coast
REBES
Yangtze River 35%
o Area
Southwest: KT
itz 7% ©Q
—~109
0-10% 11% Southern Coast
11-20% RERGE
® 21-30% 18%

>30%

Eastern Coast
Leads with

Highest “Ease of
Doing Business”

and is Most
Welcoming to

Foreign Business
iF‘E 5&5@1&[?—%
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Collaborating for the Future:
Bilateral Investment Treaty Outlook

BFRIRRE: NLRBENE

AmCham China continues to believe that the US-China Bilateral Investment Treaty is the
single most decisive step the two countries can take to deepen bilateral economic and
commercial relations. This year's survey reveals the membership's high expectations for
the benefits a BIT will bring to their investments in China and the impact it will have on
the business environment as a whole. As negotiations proceed, ambitious reductions to
negative lists and additional provisions in the text will be needed to meet members’ high
expectations for the BIT and its expected time frame.

PEEER RN PERDIRA N E BT EME R HIDEZFTAE S5 X R KE
N—DREREENTH. SENFERE, ABWNTIIRFADENEWEE
RBEURBEBUWIMENZINERSE, BERFINHEH, FEABEIRARES
BHRNBHIEIEXRNE, HESRBWNNODZFZNE REZITH B EHAE,



US-China Bilateral Relations Critical For Business Growth

PENBRANWSIEREREE

Ninety-two percent of respondents describe

positive bilateral relations between Chi- How important are positive bilateral relations between China
naand the US as somewhat to extremely and the US to your business growth in China?

important to their business growth in China.

While both countries should continue RLAFI SRR R &% BT A Rl ARV S5 I KRR 2 s #?

to invest in the positive relations that are

beneficial for commerce, a stronger legal

framework would also provide the certainty F;gg:?aerz Not important at all

TETEE

necessary for business growth, regardless of

FRER

the state of bilateral relations. Not important
TEE

92% BIZTAE NN RIFRIFEID KR

MR EENSIEREBEEN (MEERE

EBIMANEE) , MEINZREH N TA

%5&5@%%9&%{% Eﬁﬁ—AENEﬁE’\]E Very Somewhat

FIER, REBFDWAX AR, important important

RN SIBEIRBENZRE M, EEE tbREE

A High Standard BIT Essential for China's Economic Future
BinENPERBREMENPEZFREXREE

Member companies expect that the US-China BIT will not =ABWTERFREID R SN ENNE
only benefit the investment environment, but also facilitate B FHERSBIME, AEES(EHTER
China's reforms and its wider opening to the world. EFFHE—FNINF,

How would you describe the importance of the completion of a high standard US-China Bilateral
Investment Treaty for the following factors?

BT — Oy wARHE R P ERGL BB E M LA TR 2 59

® Not
important
TEEB
® Beneficial
BF
Very
0 important
43% 44% S0 44% kel
37% Critical
EXEE
0
23% 23% 25% 20% 15%
Improving Investment The broader Ensuring China’s Increasing bilateral Increasing China’s
environment for US US-China economy continues investment flows competitiveness with
companies relationship to reform and open  between the countries other economies
HNEXEQTHRAINE PSILIES WERPELSFNFE ReMERNNLRE  RAPEENTHEM

BEXIT ZFENEEN



BIT to Improve Regulatory Environment and Provide
a Level Playing Field

MBI AN EREBELRENE, €l

&

NEZFHHIER

Almost 80% of companies expect the BIT to increase the transparency, predictability and fairness of the regulatory
environment, and almost 75% expect it to ensure a level playing field with domestic enterprises. In addition, 61% of our
members expect it to limit the use of industrial policies by the Chinese government to create barriers for their company.
As the two sides negotiate the treaty, both governments will need to ensure the treaty includes strong provisions in the
core text that meet the high expectations of the business community regarding the benefits that it should have for their

companies.

1 80% AILR L FREARRIDFZ 55

WERBRSREIMEHNBERE. PIFUUM MR AT, 1 75% B9l FREA

X—WERBBRARE SR L BWSIATFTRS, I, 61% MW RERIRENX—)E B0 R R E B/

AT BERHISEERANEEELR2, BEDERAIRERE, W5 BURN S RO XA

BRI —IERREM S EHHE,

TEBES B

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

HP SRR 15 5% bip A TUUIRE RS 81 2 Tl A0l 55 22787 AR B AR R RE IR Y 6 TS B M e JEE 1 HH PR

— 1% — 1% — 1%
® Negative
21% 25% REFN
38% 449, 45%, No impact
BB
Positive
FRARFZ0
078 52% Very
43% 0 positive
44% 43% EERUR
SEA
22% 22%
0 0 180/0 120/0 110/0
Increase the transparency, Ensure a level Limit use of Enable company Provide recourse

predictability, and
fairness of the regulatory
environment

125 7 EA B EEER
B ATMEARATYE

playing field
with domestic
enterprises

WRIARLAA L
CUEEBSTL
NFES

industrial policies by
the Chinese gov’t
that create barriers
for investment and
operations

PRI Y SR EEUTH A
TR N B TELE
REMEERSELR

to enter new
business or product
segments
B AN S
@A

for unfair treatment
of investment
HRERWRA TS
B T IBIRIETE



BIT Expected by 2018 or Earlier
WD R DETNITE 2018 EZHIKEREFIT

Member companies hold
high expectations for the BIT
negotiations to be complet-
ed within two years with
substantial benefits for their
companies.

=REWEEHERDE
BMERNRFIGEBEME
ZWTER, FHEATHR
LM

When do you think the US-China Bilateral Investment Treaty will
be signed?

BN B BB P o 2 AR 2 22 1T 2

100% -

2020 or beyond/2020 £ Z 5 17%

80%

60% -
2018 37%

40%

20% -

This year's report can be downloaded from AmCham China at:
www.amchamchina.org/policy—advocacy/business—climate-survey

FAEERSIETEEEFZEM T

www.amchamchina.org/policy—advocacy/business—climate—survey



AmCham China
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About AmCham China

The American Chamber of Commerce in the People’s Republic of China is a non-profit, non-govern-
mental organization whose membership comprises more than 3,800 individuals from over 1,000
companies operating across China. The chamber’s nationwide mission is to help American compa-
nies succeed in China through advocacy, information, networking and business support services.
AmCham China is the only officially recognized chamber of commerce representing American
business in mainland China. With offices in Beijing, Tianjin, Dalian, Shenyang and Wuhan, AmCham
China has more than 60 working groups, and holds more than 300 events each year.

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.
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