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Chairman's Message

The US-China relationship has a direct and profound impact on global peace and prosperity, and China is a critically important market
for many American companies. The American Chamber of Commerce in the People’s Republic of China (AmCham China) dates back
to 1919, and will continue to act as a bridge for constructive commercial engagement between both countries for many more years.

We are delighted to have partnered with PwC for the execution and analysis of the 24th annual edition of our 2022 China Business
Climate Survey (BCS) Report. Our member companies believe that American business in China benefits both the United States and
Chinese economies. As one of the key barometers of the sentiment of the American business community in China, this year’s edition
includes some key themes:

« Earnings before interest and taxes (EBIT) bounced back to 2018 levels, with US companies taking a long-term view: EBIT margins
are up for a majority of companies, with business growth as the primary driver. China remains a top three priority investment
destination for 60% of our companies near term global investment plans. Member companies remain committed to their China
business operations, and 66% plan to increase their investments in China in 2022. That said, in looking at the “company business
outlook in China” over the next two years, members are overall less optimistic than they were in the year prior.

»  Mounting pressure and risks for US companies operating in China on politically sensitive issues: Navigating US-China bilateral
tensions remains a top challenge and concern for companies. 42% of companies have been facing mounting pressure to speak out
and make (or not make) statements on politically sensitive issues, often causing them trouble in both the US and China markets. Of
those companies, 66% have been receiving this pressure from the Chinese government, with 32% from the U.S. government.

o Increasingly complex regulatory environment: There are multiple major new regulations being implemented all at once, both
in China and in the United States, on an increasingly wide range of high impact topics, from transit of key business personnel
to personal income taxes for expats, and data security to environmental regulations to sanctions. The list of new and updated
regulations continues to grow.

o AmCham China members desire constructive engagement, leading to concrete actions to address concerns: The number of
member companies which “feel less welcome” operating their business in China has doubled over the past year, across all sectors.
However, it is worth noting that the BCS survey was completed in November 2021, before the Chinese government took action
to address two major practical member concerns: extension of preferential policies related to the Individual Income Tax (IIT) for
foreign individuals, and support for the launch of the US-China Fast Track Travel Channel Program to help facilitate travel into
China for the American business community and their families. The responses from companies to these developments have been
very positive and demonstrated again the value of constructive engagement, especially with business organizations like AmCham
China, in initiating mutually beneficial policies and actions.

The data included in this report provides an accurate and nuanced view of the experiences that our member companies are having on
the ground in China.

Colm Rafferty
Chairman, AmCham China
March 2022
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Executive Summary

As China and the world enter the third year of the COVID-19 pandemic, our members report a mixed picture, balancing of

slightly improved business performance with a growing uncertainty about the future of China’s business environment. Estimated
performance results for 2021 show that revenue, profitability, and Earnings Before Interest and Taxes (EBIT) margins rebounded

from the last two years. However, most results have not returned to pre-pandemic levels. While members continue to be

optimistic about their opportunities in China, that optimism is in decline due to sustained air travel disruptions, an increasingly

uncertain regulatory environment, difficulty attracting and retaining talent, and the strained US-China relationship.

Figure 21. Top Five Business Challenges in China
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Figure 9. How does the estimated 2021 revenue of your company's China operations
compare with 2020 results?
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China remains a key strategic priority for many members and investment in China operations continues. One area of new
investment goals is carbon-related actions to combat global climate change. Member companies are prioritizing such actions

as part of both their broader global business strategy and also to increase overall brand value. China’s growing domestic
consumption and rising affluent middle class give members hope across all sectors that their continued investment in China will
pay off, despite the unique challenges of the last few years.

Revenue and profitability continue to rebound, but fail to match pre-pandemic levels

More than half of members estimate their 2021 revenue to be higher than 2020, reversing a trend from the last few years. More
than two-thirds of the Services sector anticipate improved revenue, up 36 percentage points (pp) from their estimates last

year (Figure 9). However, the impacts of COVID-19, especially intermittent lockdowns to control local outbreaks, continue to
negatively impact revenues, according to two-thirds of members. This impact is most significantly felt in the Consumer sector
(53%), whose brick-and-mortar operations are directly impacted by such lockdowns. While there has been an uptick in the
proportion of companies expecting revenues to increase from last year, 2021 has also seen inflation rise. When accounting for
inflation, about four-in-ten companies are further from pre-pandemic performance.

Compared to the last five years, 2021 saw the highest proportion of companies estimating that they will be “very profitable” at
13% compared to 5% in 2020 and earlier. While the proportion of companies anticipating profits has increased since last year (59%
in 2021 versus 54% in 2020), this fails to match the 73% of companies that reported profitability in 2017 before the pandemic and
escalation of the US-China trade war. The greatest improvement from 2020 performance comes from the Services sector, which
saw a 13pp improvement in the number of profitable companies (Figure 11).

EBIT margins also bounced back to near-2018 levels, including a 20pp improvement for the Services sector and a 23pp
improvement for the Technology sector. Across all sectors, 45% of respondents anticipate 2021 EBIT margins will be up, a
16pp increase from 2020 (Figure 12). Nearly two-thirds of members attribute improved EBIT margins to overall business
growth and 18% cite the launch of new and improved products and services. Companies that anticipate EBIT margins to go
down attribute the decline to an assortment of reasons, including pandemic-related issues, increased costs, and deteriorating
industry conditions.

Companies continue to rely on China’s market as a part of their global business

Nearly two-thirds of companies rank China as the top or a top-three priority for near-term global investment (Figure 31). A key
driver to increasing investment in China is the strategic prioritization of the local market and expectations of faster growth in
China compared to other regions. When asked about their top business opportunities in China, many anticipate improved results
given the growth in domestic consumption and the expanding affluent middle class. Ongoing economic and market reforms will
create opportunity for improved business results, according to about one-third of companies.

The prospect of winning in China - and winning big — continues to motivate business decision-making, despite an otherwise
pessimistic outlook. Across the business environment landscape this year, members report decreased optimism. In the two-year
outlook, there was an 11pp decline in optimism related to domestic market growth and an 18pp decline related to economic
growth and recovery. The lack of optimism in market growth and economic recovery may be related to China’s slowing economic
growth rate, which has been adversely impacted by pandemic-related restrictions across the country. While China is still viewed
as a profitable and valuable market, the increasing uncertainties beyond COVID-19 make companies wary of predicting large
gains in China over the short-to-medium term.

(@ AmCham China's 2022 China Business Climate Survey Report
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Figure 31. China’s rank in near-term global investment plans
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Although many companies are continuing to face COVID-19 related challenges, global business
connectivity and human capital are now the top problems

The COVID-19 pandemic continues to impact all aspects of doing business in China. Over half (58%) of members report the cost
of products and services has been negatively impacted and 69% report a negative impact on suppliers’ ability to provide materials
and component parts. Contributing to overall costs and supplier delays is the pandemic’s negative impact on international
transportation spending, according to 74% of members. Lingering COVID-19 impacts, such as these, are encouraging some
members to change their approach to China. For the 27 respondents who are looking to relocate manufacturing or sourcing
outside of China, 22% say that COVID-19 is a driving factor, a significant increase (17pp) from last year.

In 2021, transportation and travel ranked as the most negatively impacted business area for members in the context of
COVID-19. 70% of members cite the impact on global business travel as China’s borders remain mostly closed to foreigners and
lengthy mandatory quarantines are a deterrent for the few that can enter (Figure 18). Limited airline service also makes the cost
of travel far more expensive. These challenges not only impact business travel for US citizens but also prevent Chinese staff from
taking essential business trips to the US, creating additional barriers between many US headquarters and local offices in China.

COVID-related travel restrictions also impact the retention and recruitment of US citizens (and other expatriate staff) who
are opting to leave China or not accept jobs here. The top challenge to retain and recruit expatriate talent in China, according
to 76% of members, is that “qualified candidates are unable to move to China’, up 39pp from last year. Additionally, 30% say
“qualified candidates are unwilling to move to China’, up 12pp from last year, which presents a key problem for members’
talent strategies (Figure 62).

Human capital issues are critical for 2022

US businesses in China are impacted by other factors beyond COVID-19 related travel restrictions, lockdowns, and quarantines.
Members report that the top three human capital challenges for 2022 are labor costs (44%), rising salary and wage costs (42%),
and US-China tensions (28%) (Figure 59). Eight-of-ten members anticipate their company will have to endure higher labor costs
on average in 2022 compared to 2021. For the Resources sector, that figure jumps to nine-of-ten companies.

Attracting and retaining staff is the top human capital priority for 2022, up 30pp from 2021. A third of companies acknowledge
that employee turnover was higher this year than last year — potentially related to the global pandemic-related trend of people
leaving their jobs for new opportunities. Meanwhile, half of members also expect to increase headcount in 2022 beyond their
2021 levels. The need to find qualified talent to fill both existing vacant roles and new roles is further complicated by the rise in
labor and salary costs. Beyond travel restrictions impacting qualified candidates last year, attracting and retaining expatriate staff
was also challenged by the proposed changes to the Individual Income Tax Law (IIT Law). The changes were expected to go into
effect on January 1, 2022, but were delayed at the last minute to take effect in 2023.

Despite some US companies’ hopeful outlook for business in China, there is limited confidence in
China’s openness

Almost half of members report feeling “less welcome” in China (up 9pp from last year). The pro-portion of companies feeling
“much less welcome” more than doubled from 6% in 2020 to 15% in 2021 (Figure 46). Companies in the Technology sector
experience the highest rates of feeling unwelcome (57%). This may be related to more restrictive technology and cyber-related
regulations. It may also be a result of China attempting to distance itself from imported components.

(@ AmCham China's 2022 China Business Climate Survey Report



Figure 18. Extent of COVID-19 pandemic impact on 2021 business operations
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Figure 62. Significant challenges to recruit and retain expatriate talent to work in China
62. HEMBETEIIEAANEKRRL ® 2001 @ 2020

Qualified candidates unable to move to China
R EBEMNEEAN T AREIFE

Individual Income Tax regulations

NAFFSHEM

Bilateral tensions and other geopolitical concerns
BOARFES

High cost of living and payroll costs
LEMITRMNARS

Qualified candidates unwilling to move to China
BREIEATBEREIFE

Internet/media censorship
WL [ IRREE S

Other (please specify)
Hith (FF1R)

Poor air quality
TREE(R)
Other health and safety concerns
Hh @R R 2

Slowing Chinese economy

PESFIEKE

Food/water safety concerns
B/ BKZelE

In the last year, members report an uptick in pressures to make (or not make) statements about politically sensitive issues.
Nearly half (42%) of companies reported a slight or significant increase in pressure, with another quarter describing the
pressure as similar to previous years (Figure 53). Two-thirds of members who feel political pressures cite the Chinese
government as the main source of this pressure, followed by the Chinese media (38%).

Additionally, one-third of respondents report that foreign companies are treated unfairly by government policies and
enforcement actions compared to their domestic competitors. Notwithstanding a small decline from last year, it still signifies
a challenge for US companies doing business in China. For companies in the Technology sector, more than four-in-ten
companies report unfair treatment towards foreign companies, and the Consumer sector reports increased unfair treatment
(up 6pp from last year). Concerns about an uncertain Chinese policy environment rank at the top of factors forcing
companies to lower investment. These factors have resulted in 35% of respondents planning to lower their investments in
2022. Government policies related to market access, licensing, regulatory enforcement, government financial support and
subsidies, and public procurement are the top five areas in which members identified unfair treatment.
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Figure 59 - Top three human capital challenges
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Figure 52. How confident are you in the Chinese government’s commitment to further open
China’s market to foreign investment in the coming three years?
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While many member companies are driven to do business in China because of the prospect of a growing marketplace, less than
half of companies (47%) are confident in the Chinese government’s commitment to further open China’s market to foreign
investment in the coming three years, down from 61% last year (Figure 52). The decline in confidence was most felt in the
Consumer sector (down 27pp). China would benefit from allowing more access to US companies. According to members, six-
in-ten would plan to increase investment in China if market access was on par with what is allowed in the US (Figure 50).

China’s regulatory and policy environment remains an obstacle to performance and creates uncertainty
about investment decisions

The regulatory environment is one of the driving conditions of pessimism for doing business in China, according to 40% of
members and up 16pp from last year (Figure 16). One-third of members rank “regulatory compliance risks” as a top business
challenge across all sectors. For example, China’s recent regulatory actions addressing anti-trust issues, data privacy, and
social concerns are impacting member companies, as reported by 79% of respondents. One-third of companies report that
China’s regulatory actions are causing uncertainty and concern back at their global headquarters and 42% of companies are
emphasizing or reinforcing internal compliance and control measures. The Technology sector is especially feeling the impact

(1:2) AmCham China's 2022 China Business Climate Survey Report
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of the recent Cybersecurity Law, specifically on companies’ competitiveness and operations in China. Moreover, 87% of
those companies cite “compliance concerns due to vague implementation regulation” as a primary challenge and 81% believe
their performance will be negatively impacted by the newest data localization requirements (Figure 68).

Protection of intellectual property also remains a concern for US companies doing business in China. 78% of respondents
report that they would consider increasing investment in local operations if China improved policies to ensure greater
protection of intellectual property. This is important for many members as they believe innovation and R&D are critical to
future growth in China. Up 4pp from last year, 20% believe that there is a lack of sufficient intellectual property protection.
In the last year, 44% of companies believe that China’s enforcement of intellectual property rights has improved, down from
47% in 2020 and 69% in 2019. For a third of companies, the lack of adequate IP protection is creating uncertainty about how
to manage company investments in China, up 7pp from last year.

The policy and regulatory conditions in China remain a roadblock to investment, according to 82% of respondents. They
say that “increasing the transparency, predictability, and fairness of the regulatory environment” would have a somewhat
significant or extremely significant impact on increasing companies’ investment levels in China. Despite these hopes, most
members do not expect significant changes in the coming years. Half of members expect the quality of China’s investment
environment to remain the same (Figure 32). Of companies in the Services sector who plan to lower investment levels in
2022, 60% plan to do so out of concerns about an uncertain policy environment. As previously mentioned, 36% of members
who feel that foreign companies are mistreated also cite regulatory enforcement as a top concern.

Most companies are taking action to achieve carbon peak and carbon neutrality goals, in accordance
with their global strategies

One area of China’s policy in which member companies express willingness to participate is government carbon peak
and neutrality goals. 89% of respondents say they understand China’s carbon-related goals and 80% are taking or plan

Figure 32. Quality of China’s investment environment
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Figure 16. Two-year business outlook in China
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Figure 37. Significance of different aspects of China’s policy environment on increasing
investment levels
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to take action towards those goals (Figure 24). Two-thirds of companies are focused on minimizing their impact on the
environment and half are focused on applying energy efficient technologies. Four-in-ten respondents are also working with
their ecosystem of partners and providers to ensure carbon-related actions are taken throughout their value chain.

Member companies are driven to carbon-related action for a variety of reasons. Nearly three-quarters of companies
take action to align with their companies’ global strategies and 57% believe such action will increase their brand value.
50% of respondents in the Consumer sector implement carbon-related measures to meet the demands of their clients
and customers and 53% of Services sector companies hope that carbon-related action will increase their competitive
advantage. In the Technology and Services sectors, about half of companies are attempting to meet requirements set by
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Figure 24. What is your company’s understanding of, and participation in, China’s carbon peak and
neutrality goals?

B 24. A RE “Whk® BRNERSS5ER

® We understand the goals and ® We understand the goals and We understand the goals but @ \We have no clear
are planning to take actions are taking actions haven't taken any actions and understanding of the goals
T AR BARH T RIREATED TR B AR ETEREUTED currently do not plarLto doso T HEER B AR
TR B AR BIR R REITEN
HENTTEITEH
By percentage TechandR&D | Resources&Industrial | Consumer Services Other

FARMBRETL | TWAmRTL 0 MEEL L BSseL Hith

AmCham China's 2022 China Business Climate Survey Report @



the Chinese government (47% and 56%, respectively) (Figure 28). Of members not taking carbon-related action, 38% cite
“implementation complexity” and 34% cite “lack of clear policy guidance” as key challenges. A quarter of Consumer sector
companies and a third of Resources sector companies say they lack cost-efficient solutions.

Members expect status quo in US-China relations

Last year, we reported that 45% of respondents expected US-China bilateral relations to improve, especially after Democratic
candidate Joe Biden was announced as president-elect. This year, the 2022 outlook on the bilateral relationship is less rosy
and has re-adjusted to similar pre-Biden administration levels. The number of companies expecting improvement has

been cut in half (to 27%) and half of members think that relations will stay about the same. There was a minor increase in
companies that expect the relationship to deteriorate, up from 19% last year to 24% this year (Figure 75).

Further, more than half of members still report that they are impacted by US-China trade tensions. This year, 58% of
companies report being impacted, up 8pp from last year. As a result, 18% may consider delaying or canceling China
investment decisions and 17% may decide to localize more production, services, or IP in China to access local opportunities.

As the US and China come together for future trade talks, members hope for improvements in the bilateral relationship. At
the top of members’ wish list is for the US and China to restore regular visa processing services for US and Chinese citizens
and find ways to further open the Chinese market to foreign companies (43% each). Beyond visa services, a quarter of
members hope that the two countries can reach an understanding to further reduce tariffs, address China’s cross-border data
transfer policies, and continue efforts to strengthen IP protections (Figure 77).

US companies remain committed to their China strategy, hoping that improvements to the policy and
regulatory environment will open new opportunities for investment

In this year’s survey, members reiterated their commitment to investing in their China operations in hopes of capturing
opportunities in the local market. They continue to focus on their China strategy in spite of a growing sense of
unwelcomeness, increased awareness of unfair treatment towards foreign companies in some sectors, and the continued
negative impacts of China’s strict COVID-19 response. Following the 2020 elections, after which many US business leaders
in China expected an immediate improvement to the bilateral relationship, it remains clear that both the US and China are
maintaining the status quo.

Members are focused on key priorities for the upcoming year. Growing headcount, along with recruitment and retention of
qualified talent, will be a top priority. Members expect this to be challenging given the context of pandemic-related travel
disruptions, rising labor costs, and higher turnover rates. Members are also hopeful for ongoing economic and market
reforms across all sectors, including improvements in intellectual property protections.

Despite consistent challenges, two-thirds of companies plan to increase investment in China operations in 2022 as China
remains a top priority for global strategies. Expectations of faster growth and the expanding affluent middle class continue to
provide optimism that China investments will pay off in the longer term.

* As of Novemeber 8, 2021, the US Department of State reopened full visa services to Chinese nationals.
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2022 Survey Methodology
2022 FIFERZE

Survey respondents represent enterprises of various sizes from a broad range of industries, including
many with global operations. We continue to group these industries into four sectors for further data
analysis: Technology & other R&D-intensive industries (Tech and R&D), Resources and Industrial (R&l),
Consumer (products and services), and Services. This year, we added new questions about members’
carbon-related actions and key drivers. We continue to examine the impact of COVID-19 on the business
environment in China.
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Note: Chart totals are rounded to the nearest percent.
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Figure 1. Number of employees Figure 3. Respondents’ position
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Figure 5. Where are the customers that your company primarily serves?
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Figure 6. What percentage of your company’s global revenues did China
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Figure 7. Members’ main business models in China by sector
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Figure 8. Survey respondents were segmented into four main categories
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Performance Snapshot
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Preface

Performance appears to be on the rebound as China enters year three of the COVID-19
pandemic. However, the results do not convey total optimism about the business
climate. For 42% of members who completed this year’s survey, after adjusting for
inflation, their revenue has not yet recovered since COVID-19 (Figure g). While many
companies have been profitable (Figure 11), there are general concerns over market
adjustments dampening the confidence in year-over-year growth.

Additionally, 45% of members estimate 2021 Earnings Before Interest and Taxes (EBIT)
margins to be higher compared to last year (Figure 12), with two-thirds citing business
growth in China operations as a key driver (Figure 13). Meanwhile, those experiencing
declining EBIT margins are less likely to be impacted by COVID-19 compared to last
year (Figure 14). However, intermittent lockdowns will continue to hurt business,
especially in the Consumer sector (Figure 10).
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2021 revenues rebounds after two years of decline
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Figure 9. How does the estimated 2021 revenue of your company's China operations

compare with 2020 results?
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More than half of respondents say that their 2021 revenue increased compared to
last year, reversing a two-year trend of declining revenue. However, for nearly 40%
of members, after adjusting for inflation, revenue has not yet recovered since the
COVID-19 pandemic led to shutdowns across China.

In the Services sector, more than two-thirds of respondents report improved rev-
enue, a 36pp improvement from last year. While only 50% of Consumer-sector
respondents estimate higher revenue in 2021, this does mark a 24pp improvement
since 2020.
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Consumer sector sees revenues decrease because of the pandemic
BERBUBEHETUSWTRE

Figure 10. How were 2021 revenue results impacted by the COVID-19 pandemic?
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Almost 60% of members were profitable in 2021, with the
Technology and Resources sectors seeing strongest growth
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Figure 11. How was your company’s financial performance in China in 2021?
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While not quite returning to pre-pandemic and pre-trade war era figures,
there was an optimistic view of financial performance in 2021. Almost six
in ten respondents say they were profitable or very profitable in 2021.
The biggest gains from 2020 were in the Technology and Resources sec-
tors, with each reporting an 18pp increase in the “very profitable” catego-
ry. Although many companies saw increased profitability, concerns over
market adjustments have decreased company confidence in year-on-
year growth.
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ERVBIMIEZEH55 7 X SLI R LI AYE Do
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Earnings Before Interest and Taxes (EBIT) margins also bounced back to
near-2018 levels, including a 20+pp improvement for the Services and
Technology sectors

BHRIAARE[ML 2018 FHYKF, TR LMBIRSITIWMBRAITILZmEl SHEERKT 20 %
TERDR

Figure 12. Estimated 2021 EBIT margins of China operations compared to 2020
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As the majority of respondents reported profit this year, so too are they BT AEDHZIHEWRTRIE 2021 FXIMT&EF, 2021 FHEH
reporting an uptick in 2021 EBIT margins. 45% of respondents said 2021 AIAPEZEIRSSIN LK, 45% NZIFRIRER, 2021 F£HEREF

EBIT margins were up versus 2020, a 16pp increase. 54% of the Technolo- AT 2020 F, ZELHILLAI—F LA T 16 MED S 54% B
gy sector and 49% of the Services sector saw EBIT margins rise compared AT ZIF AN 49% BWARS 1T IR RIR, 2021 FHER
to last year, 20pp and 23pp increases respectively. In 2020, the Consum- BIASEZRETF 2020 F, Stb25) EFKT 20 MEHRM 23 MED

er sector was pessimistic with 61% of respondents anticipating lower Ro 2020 F, SHERITU RN, HBY 61% BRIHEFTN 2020
margins compared to 2019. This year, things have stabilized, as 74% of FR AR 2019 FHFT T, M1 2021 &, BN EFIRE,
respondents cited comparable or increased EBIT margins. 74% HRIF R RTERFIAEE S FI—F R IFF B K.
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“Business growth” cited as the primary driver for increased EBIT margins

in 2021

PSR 22021 EEHAAERERNEZRNAR

Figure 13. What was the primary driver for “up” EBIT margins?
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Similar to last year, business growth in China operations is perceived as the key
driver behind this year’s increased EBIT margins across all sectors. The Consumer
and Technology sectors were below the survey average, where additional respon-
dents’ sectors gave some credit to launching new or improved products and ser-
vices into the market.

5 2020 FAEM, SERTURHELINAEELSEKZE SHREIF
AEBKHNTERAR, FHMREEBRNRATL =S
EEEF 2T T, EXMMTLS, BrZHEWBEEERHE
MR KA T A LR el oo~ BmAARSS.
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COVID-19 seen as a lesser driver of “lower” EBIT margins compared
to last year

S5a—FEt, HEMXRENELERAAER T BN MZEERER

Figure 14. What was the primary driver for “down” EBIT margins?
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COVID-19 remains the top driver of lower EBIT margins in 2021; however, at 20% of re-
spondents, this represents a 38pp decrease compared to 2020. The second most-cited
driver was costs (19%), followed by deteriorating industry conditions (15%), and a less

TARREA

Less favorable

regulatory Deteriorating i 9
environment US-China relations favorable regulatory environment (15%).
AR EIR IR REXRATN - . JUBIN \ .
2021 5, FERBEMARELERFIFIEETENEERE, BRUIEMSRNZIHEL
g:;r X 5 20%, #2020 - T FE 38 NE 7D o EREFRIZMA (19%) , 1T AR EN, (15%)
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50% of respondents say their estimated EBIT margins from China
operations are comparable to their company’s global margins

50% YRR EHEEIVSHERFERS 2 KE MM X T

Figure 15. Estimated 2021 EBIT margins of China operations compared to global operations
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Half of respondents across all sectors reported that their estimated
2021 EBIT margins are on par with that of their company’s global oper-
ations, continuing the trend of recent years. The biggest change in this
year’s survey results comes in the Resources & Industrial and Consumer
sectors. The Resources sector reports an 11pp increase in “lower than
global margins”, while the Consumer sector reports a 14pp increase in
“comparable” margins.
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Business Operations and Goals
plEEMEEBin




Preface

The near-term outlook on China has grown less optimistic, especially in domestic market growth (down 11pp), regulatory
environment (10pp), and economic recovery and growth (18pp) (Figure 16).

US-China tensions remain the top business challenge for many member companies, though down 22pp from last year,
and regulatory compliance risk reappears on the list of the top five challenges (Figure 21). Additionally, pandemic-related
restrictions on global business travel remain the core problem for US companies doing business in China with 14% of
respondents planning to decrease their business investment in 2022 should travel in and out of China remain an obstacle.

The Technology sector highlights new challenges around both economic nationalism and Chinese protectionism, suggesting
an increasingly unfavorable environment for companies in this sector. For companies in the Resources sector, “inconsistent
regulatory interpretation and unclear laws & enforcement” has become a greater challenge compared to last year (after US-

China tensions).

Members’ approach to climate change and aligning their business operations and goals with local targets has been
overwhelmingly positive. 89% of respondents understand China'’s carbon goals, and more than half of them are already
taking actions (Figure 24). Members’ carbon-related activities in China include minimizing companys’ environmental impact,
applying energy efficient technologies, working with their ecosystem of partners and providers, and decreasing energy
demand and use (Figure 25). Alignment to global strategy, increasing company brand value, and increasing competitive
advantage are key drivers behind member companies’ carbon-related actions (Figure 27).
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2.1 Growth Outlook and Opportunities 1E{gi=5 118

Since last year, net optimism is down across almost all domains, and

pessimism up more than 10pp with regard to regulatory environment and
economic growth

MEEFE, FRETIRVARMEEBATE, M EEMRMEFEREENSER T
PRELEFHIEFAT 10 MED R

Figure 16. Two-year business outlook in China
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Across seven aspects of business operations in China, survey respon- 2021 &, RN EEFLEEE N AERRIERN
dents demonstrated increased pessimism compared to last year. This AEWELE, BA—FEMM LA, X—RATRENESER
was most profoundly seen with regards to the regulatory environment, NAR, FEEMEZNZIFRL S EAT 16 MED =
which saw a 16pp increase in net pessimism. Additionally, respondents b, ZIFRA I EFHIEKMINE N RIIELEBTER,
are less optimistic about economic growth and recovery, citing an 18pp Bel—F 7T 18 MED .

decrease in optimism when compared with last year.
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Expectations for industry market growth in 2022 remain consistent with

2021 views across the board, except in the Consumer sector

fRoBZRITALSN, EMFrAT R WIITT 2022 FNHIZEKIELES 2021 F£48[H

Figure 17. Forecast for industry market growth in 2022 versus 2021
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Compared to 2021, survey respondents expect similar ZipE I, 2022 EFHZREKESE RS 2021
market growth trends in 2022. This holds true across three FREM. FHETUINYEM=ARIT IR
sectors. However, in the Consumer sector, a smaller per- FERENER. BHETLH, —NBoZIHE

centage of respondents expect growth of 10% or higher, an
8pp drop from last year, and 13% expect industry market
growth to remain flat, up 9pp from last year.

“

Despite the friction between
China and the United States,
the two countries have the
same goal of developing
their economies overall. As
renewed attention focuses on
enriching the economy, the
growth potential looks better
and better.
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2.2 Investment Outlook BZEI=

COVID-19 continues to negatively impact business operations in China
especially with regards to travel and transportation

MM RBRENTEER LV EEFERERM, FiETNERADE

Figure 18. Extent of COVID-19 pandemic impact on 2021 business operations
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Human resources AAERE
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Manufacturing i
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As we enter the third year of the global COVID-19 pandemic, the impact

on business operations in China is still apparent.

On the bright side, 27% of respondents report a slight or significant pos-
itive impact related to demand for products and services, and 36% say
that their company’s IT for remote work has been positively impacted.

When asked about COVID-19’s impact on travel and manufacturing,
respondents expressed greater negativity and uncertainty. For exam-
ple, the pandemic continues to negatively impact global business
travel (24% say “slightly” and 70% say “significantly”) and prevents
both local staff and expatriate staff from travelling easily between
China and the US (63% say “significantly”). In addition, COVID-19’s
negative impact extends to the movement of goods. 74% of respon-
dents say international transportation costs have been negatively

impacted by the pandemic.

(@ AmCham China's 2022 China Business Climate Survey Report
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More than one-third of respondents are unsure or will reduce
investment if travel restrictions don’t change soon

Ei__ﬁj\z—ﬂ’ﬂﬁiﬁﬁ:\ik%%a_'\, gNERE1

)_JZ: XJ\
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Figure 19. Impact of COVID-19 related travel disruptions on 2021 China-related investment

decisions
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Figure 20. If current travel restrictions do not improve within the next six months, how will
this impact your 2022 investment decisions?
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While COVID-19 significantly impacted 2021 business operations, around two- BRAFEMAEEEETIN 2021 ENEBBER, E=92 "M
thirds of members did not change their China-related investment decisions. ZIH R RHRREELERZRE, BNEBI=02—N%
The Consumer sector has the greatest portion of companies who decreased HEA R, NREITRETERIANTIEANZT, SGHIREE.
investment (16% of respondents). ERAETIL R, BRI RREEREENZ A B bRk (b

tb 16%) o
Looking to 2022, the results remain similar with 61% of members saying that

they will not change their investment plans in response to COVID-related B, EREE 2022 57, 61% M ERR, BIFEEIESE
travel disruptions. However, fewer Technology sector companies will increase HITAME, WA EELR I, BAERATL, RRFMK

investment (8% versus 16% in 2021), and twice as many companies will de- BERNZIHE A HEETBE (8%, Bi—HFH 16%) ; HIRTTIL (16%,
crease investment in 2022 in the Resources sector (16% versus 8% in 2021) BI—5E5 8%) FMBEERITI (13%, BI—&ER 6%) FitXlEleE
and Services sector (13% versus 6% in 2021). KRENE SE T —F,
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“US-China tensions” remains the top business
across all sectors

"RERZEIK KARRETIZREIRIRADE L

challenge for members

@

As Sino-US relations deteriorate, foreign companies face an
increasingly unfavorable environment in China. There are also
general hostilities and antipathy towards foreign countries,
especially the United States, in China, causing American
companies to become scapegoats for political struggles.

Figure 21. Top five business challenges in China
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Figure 22. Top five business Challenges in China by sector
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In each sector, the top three opportunities remain the same from last year

BITUHFI=ZRNBERE

Figure 23. Top three important opportunities for China business
23. HE S = ANIB el

Compared to last year ranking down
HREFHE TR

Tech and R&D Resources & Industrial Consumer Services
BARMA LTI Tz RT HET BRSS1Tk

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

Ongoing economic and
market reforms

PPy
ALBREK  BROEENGN ARG SONRENE  AEREK | SRNRENE SRR
BRI A AR A RS 39% ﬁ
42% 39% 51%

Increasing consumer demand Globalization of Chinese
for foreign brands/quality companies and increased

4R 7 W ET O E S | RO outbound investment
£ W z: b 3 on Pi= Hm s
ot Bl G KHmR q:@a@@ﬂzmuiﬁm&ﬁt%'

41% .
S 34% 39%

Ongoing economic and

Adoption of digital technologies market reforms

Growth in domestic
consumption/Rise of an
increasingly sizable and

affluent middle class

RN EstmgE SR XY B IR R FERY FERE S i E FLHBEK | ERHTRTMR

==]

30% RS 27% STAERBR A
24% 35%

Respondents across sectors agree that “growth of domestic consump- FRET 2B ERINY, “RIERIEK / BRI
tion/rise of an increasingly sizable and affluent middle class” is a top MERFAERET A7 BEHPEVSEKN=ANEZ—,
three opportunity for their China business. Three of four sectors ranked it BE=1MTlhHEREE,

their number one opportunity.
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market reforms investments market reforms
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80% of respondents report that they are taking, or planning to take, actions
to meet China’s carbon goals

80% MR ipiEI &R, MITEERRITHEITXIRERITE, URERERR “WH™ Bin

Figure 24. What is your company’s understanding of, and participation in,
China’s carbon peak and neutrality goals?
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around pace and speed of how the government policies will play out, but the final goals are clear.
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Figure 25. Carbon-related actions taken/planning to take
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89% of members say they understand China’s carbon peak and neutrality
goals. More than half of respondents are already taking actions, and more
than a quarter plan to act.

Across all members surveyed, the top action taken is “minimizing our
company’s environmental impact” (66%) followed by “applying energy
efficient technologies” (54%), “working with our ecosystem of partners
and providers” (46%), and “decreasing energy demand/use” (45%). The
number one action being taken by the Resources sector is “applying en-
ergy efficient technologies” (69%).

89% ByRip RN, EREPER WK Bif. FELL
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(54%) , “SESUHERHNEEE 46%) Uk &
REERTER /A (45%) ~ o BRITIUAZIHE IR
mF “WATRERART (69%) o
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Figure 26. Carbon-related actions taken/planning to take (Top three by Sector)
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Alignment with company strategy and increasing brand value
cited as top two drivers for carbon-related actions

5l BB R —BANRAmENE, iR “Wik” 175189
FERHRE

Figure 27. Key drivers for taking carbon-related actions
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Figure 28. Key drivers for taking carbon-related actions (Top three by Sector)
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Almost three-quarters of respondents report that the key driver for taking car-
bon-related actions is to align with their company’s global strategy. More than half
of respondents are motivated by increasing brand value.

In the Technology and Resources sectors, approximately half of companies say
they are acting to meet the requirements of the Chinese government. Meanwhile,
50% of companies in the Consumer sector seek to meet the requirements of cli-
ents and customers. 53% of companies in the Services sector believe that taking
carbon-related actions will increase their competitive advantage.
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Top challenges include: implementation complexity, lack of clear policy

guidance, and few cost-efficient solutions

SR ERE. RZAMBERIES. RZEBNAM@IBRER, SETBER

Figure 29. Key challenges to carbon-related actions
29. MV REX “XER” 17 EhFRE e RY E E Bk AL

Implementation complexity
e E

Lack of clear policy guidance

R Z BAHARIEERIES

Lack of cost-efficient solutions

TR = R R BB R R LAY i AR AN R a5 5
Lack of a clear business case

T = BRFEYL S22

Lack of talent and know-how

ERZ AT AR

Lack of an overarching strategy
RZTE RS

Insufficient support from top management
RZ SR

AmCham China's 2022 China Business Climate Survey Report @



Figure 30. Key challenges to carbon-related actions (Top three by Sector)
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About one-third of respondents cite “implementation complexity” as the H=n2z—WNZIFEINA “KHEE" S0EAREUIERT
number one challenge to taking carbon-related action, followed by “lack DpEENEAMLG, ERE “RZBHNBERES .

of clear policy guidance.”
POIE AT R U, B 38% FRRESLMEXNERITE0 S

Of companies in the Technology sector who responded, 38% say that EE IRk A TR Z BRAAY L S22, RIT L (Bl (38%)

challenges stem from the lack of a clear business case. Resources sector FUEBRAT IR (27%) IAJ9TRZ fRRBRAE K P RAR = A
companies (38%) and Consumer sector companies (27%) say that they ENV G YN

lack cost-efficient solutions to carbon-related concerns.
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Preface

For the last five years, approximately 60% of members have ranked China as a top-three priority for global investment planning (Figure 31). This year,
fewer respondents believe the investment environment is improving (down 13pp from the last two years) (Figure 32). Two-thirds of members will increase
investment in China operations for 2022, but in moderate-to-small amounts (Figure 34). According to one-third of members who will reduce their
investment for 2022, the key driver for lowering planned investment is “concerns about an uncertain Chinese policy environment” (Figure 35).

Compared to last year, twice as many member companies feel *much less welcome” in China, particularly in the Consumer sector (Figure 46). Moreover,
uncertainty and lack of confidence increase across all sectors as members consider if the government is committed to further opening China’s market to
foreign investment (Figure 52).

42% of members report that they received increased pressure to make (or not make) statements about politically sensitive issues (Figure 53), which was
primarily driven by the Chinese government and Chinese media. This is especially true for the Consumer sector where 70% of respondents report pressure
from the government and almost half report pressure from the public/consumers.

Rising labor costs, including salaries and wages, are a top human capital concern for members (Figure 59). Meanwhile, employee turnover rates from
2021 exceed those of 2020 (Figure 63) and more than half of member companies expected to grow their headcount in 2022 (Figure 61). This puts
recruitment and retention of talent as a critical priority for 2022, up 30pp from last year. As companies struggle to attract and retain expat talent due to
on-going travel restrictions and changes to the IIT Law, they must turn to local resources. Unfortunately, there are increasing fears that Chinese talent
may be deterred from working for US companies out of a sense of nationalism as US-China tensions continue unabated.

Innovation remains important to 82% of members’ future growth in China. However, concerns around potential technological decoupling, increased
restrictiveness of cybersecurity-related policies, and lack of sufficient IP protection are all considered barriers to innovation. Compared to last year, a
smaller proportion of members believe that China’s enforcement of intellectual property rights has improved.

G
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3.1 Investment Environment #ZIf15

China remains a top priority for near-term global investment plans,
consistent with the last four years of survey responses

PEMARIHEKKAFITVNNEFRZE, STENFHNEELER -

Figure 31. China’s rank in near-term global investment plans
E 31. FEE KRR T IPFNEEE

By percentage
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60% of respondents report that China is their first priority or at least a top 60% M2 IHEWRT, FERTALICCREANE LSS
three priority for their company’s near-term global investment plans. A= AZENMEZ —

AmCham China's 2022 China Business Climate Survey Report @



37% of members see China’s investment environment improving, the lowest
in four years

37% WRIMEWINAPFERIFIRIEENE, ANFARK

Figure 32. Quality of China’s investment environment
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There are a handful of industries that feel like China’s investment en- HATUINNFRENEREFIEETEN, EREEHRE
vironment is deteriorating, including Education (51%), Media and En- (51%) « IEARFIRSR (50%) « &REY /B (BBEHF) (43%) ,

tertainment (50%), Technology/Telecom Hardware (43%), and Social & DINtE =M AR / EEBFINE (40%)

1 _ 1 0,
Public Sector/Non-Profit (40%). AR 7 A 07T L M BUE ST (89%)

Industries that see the investment environment improving include Aero- BERAMRAR JBER (73%) , LIKHIM. &&. REF
space (89%), Oil & Gas/Energy (73%), and Machinery, Equipment, Sys- =5l (53%) o

tems & Controls (53%).
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Figure 33. Quality of China’s investment environment (by Industry) ® Improving
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Two-thirds of respondents say they will increase investment in 2022, but

42% only plan to increase by 1-10%

=R 2RI EWRRKE 2022 FEMKE, B 42% 9ZipElitx JE0 1-10%

Figure 34. Estimated increase in investment in China operations for 2022
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66% of respondents say that they will increase investment in China oper-
ations in 2022. However, 42% say that they will only increase investment
by 10% or less.

In the Consumer sector, 9% of companies plan to decrease investments,
and more than one-third of Service sector companies are not planning to
expand investments in China.
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T AR T | THERITY ARZS1TL
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66% MZIFEWRT, BE 2022 FIEMEELSK R,
1B42% BIRIHIERT, KREERST 10%.
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RS TR W BEREY KKHE.
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Concerns about an uncertain Chinese policy environment is the most-cited

reason for declining investment

SWHEARAHENBRTIEFEREERAMVEEENRE

Figure 35. Factors for lowering planned investment in 2022
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Two-thirds of respondents cite “concerns about an uncertain Chinese policy environment”
as a key factor to justify lowering the level of investment in China. This is most true in the
Services sector, where 60% of companies cited this reason. Additionally, the Services sector
also cites “rising costs, including labor costs in China” (20%) as a driving factor.

In addition to the policy environment (27%), companies in the Technology sector see two
other factors for lowering investment in China: “market access barriers/government poli-
cies that disadvantage foreign companies” and “uncertainties in the US-China economic
relationship”, each with 27% of respondents.

(@ AmCham China's 2022 China Business Climate Survey Report
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Strategic prioritization of the China market and expectations for faster
growth are still key drivers of increased investment

R ET Y AR LS E A RS R E I KR E IRV, AR EBMKRNEERS

Figure 36. Factors for raising planned investment in 2022
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Optimism about growth potential in China is a key factor for companies
who are raising their planned investment in China in 2022. This in-
cludes 40% of companies who cite “strategic prioritization of the China
market” and 30% who cite an “expectation of faster growth in China.”

The Resources and Services sectors also cite “removal of market access
barriers/improved market access” (9% and 11%, respectively) as a justi-
fication in making their 2022 investment higher than in 2021.
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Similar to last year, respondents believe changes in the regulatory environment
and greater IP protections would significantly encourage investment

S5a—F XM, RIFEWIANEERRENEUNER DBIRFRERIP A UES e # KRR

Figure 37. Significance of different aspects of China’s policy environment on increasing
investment levels

37. PEBERMEN AL EMNIIE R IRSKR B KFHRM

By percentage ® Somewhat significant ® Very significant @® Extremely significant
IR B FIMEE FMRN B

_____________________________________________________________________________________

Increasing the transparency, predictability, and fairness of
the regulatory environment 34 30 18

ReEETRNERE. IFUMERQTHS

Ensuring greater protection of intellectual property
IR AR A P =6

_____________________________________________________________________________________

Providing recourse for unfair treatment of your companys investments
NEEFNTAFFBRAEIFER

Limiting the use of industrial policies that create barriers
PRI = HEEE 22 TV ER

31 27 10

Enter business or product segments that are currently restricted
H\ B I RHIAY AL SHR = i

Take increased control of our China operations / reduce the need for
a local business 31 10 12

PRI FRENY SEEES / RS Al S AR SR S R AT ER

31 20 14

More easily acquire other companies
BERZHHEM AT

30 11 )

Reducing the need for us to engage in technology transfer

B OBRAREINFE

(6:2) AmCham China's 2022 China Business Climate Survey Report



Figure 38. Significance of different aspects of China’s policy environment on increasing investment
levels (by Sector)

E 38. FEIBERIFEN RS ENIRSRE

By percentage

r

L

KF

® Somewhat significant
ALY

Increasing the transparency, predictability, and
fairness of the regulatory environment

RN EWIRAERE. ANt Q T

____________________________________________

Tech and R&D

AR AT
Resources & Industrial |mmmewnTEmy w0
T AR T
Consumer
JHERTTAL
Services
RS T

82% of respondents say that “increasing the transparency, predictability,
and fairness of the regulatory environment” would have a significant
impact (somewhat significant to extremely significant) on increasing
companies’ investment levels in China. 78% say that “ensuring greater
protection of intellectual property” would have a significant impact.

This is most significantly felt in the Technology sector, in which 88% of
companies cited improvements to both “transparency” and “protection
for IP” would be significant to increasing investment in China.
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The Yangtze River Delta, Greater Bay Area, and Jing-Jin-Ji areas are the
most attractive locations across all sectors; 54% cite access to consumers

and markets as the top driver

K=AKX, EFRXIXMUEEMXZT I RAIARAERSIDRIMK; 54% 9ZipE

INHBEREN T ERARIKRN

Figure 39. Strategic regional cluster(s) and/or policy-
backed region(s) for planned investment
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The Yangtze River Delta area ranks as the top location for
planned investment (59%), followed by the Greater Bay Area
(47%), and Jing-Jin-Ji region (42%). These results are con-
sistent with last year’s survey responses in which Shanghai,
Guangdong, and Beijing were seen as the Free Trade Zones
most effective in working with, and attracting, foreign inves-
tors.

Of the 217 respondents who are making investments in re-
gional clusters and/or policy-backed regions, more than half
cite “access to customers/consumers and markets” as a key
driver. Additionally, 43% want to be closer to their current op-
erations.

In contrast, 54% of respondents believe that local government
policies and regulations ranks as the top barrier to investing
in the strategic regional cluster(s) and/or policy-backed re-
gion(s). Quality of the local talent pool (39%), favoritism for
local companies (34%), and relationships with local govern-
ment representatives (30%) are also top concerns.
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Figure 40. Top benefits or opportunities to invest in these areas
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Figure 41. Top barriers or challenges to invest in these areas
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Across all sectors, the vast majority of members are not
considering relocating manufacturing or sourcing outside of
China, despite feeling increasingly unwelcome

EFRB TR, BRZSEMRELE S RIS TR ML E R E LI

Figure 43. Is your company considering, or has it already begun the process of, relocating
manufacturing or sourcing outside of China?
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For the third year in a row, 83% of members who responded to this question are not consid- ESZFLIER, 83% NRIFVEEBEZERETIX
ering relocating manufacturing or sourcing outside of China. In the Services sector, 97% are WEBERERIN ERSTL, 97% NRIHELTE
not considering relocation. B,
In the Technology sector, 16% of companies that participated in this question are consider- ERARITI, 16% W=ipR IV IEEEEER, BRIEE
ing relocating but have not taken active steps and 7% have started the relocation process. BXREUTED, 7% NZIARLBEFEES,
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Of the 27 companies considering or actively
moving capacity outside of China, 37% cite
“concerns about an uncertain policy environ-
ment” and 37% cite “US-China trade tensions”,
down 29pp from last year. Last year, 5% of
respondents said that the COVID-19 pandemic
was a reason to relocate capacity. Amidst con-
tinued disruptions from lockdown uncertainty
and travel restrictions, that figure increased by
17pp to 22pp this year.

EE B FFIER e B EREIRINY 27 KE
ks, B 37% —BEA WAHERBERR
BEEIE , B 31% 2EN “HERZEE,
EERI—FTET 29 MAEDR. MaRBEhEE
REBFRNRRAZ—: ERBEMITHREN
AHITRBIFFHRIIFELIBT, B 22% 1%
BRI HERIBEIINEENRE, LLET—F
5% @ 17 ME D R

Figure 44. Most important reasons for considering or
moving capacity outside of China

44, ZENEBLER T XB IR EMUIMIRE
® 2021 @ 2020

Concerns about an uncertain policy
environment

S HRERHE BRI F A RUE

US-China trade tensions
FRERASRRLEK

Rising costs including labor costs in China

BIEHNITERBIE LA LT

Risk management
R EE

Market access barriers or government policies
FRAE T 7 NTFAEEES

US tariffs on products exported from China
FEENREFmIER

COVID-19 pandemic
Ehh B E
Difficulties competing against domestic
companies

WEELTZENFEETR

Strategic re-prioritization of other countries
HERSEBEI TN 5D

Chinese tariffs on products imported from
the US

FREN EEF mINTE R

US government incentives/pressure to reduce
reliance on China-based
sourcing/manufacturing or onshore certain
capacity back to the US
EEBUFX AV SRR FERE / FEiiES T, LA
DA XS R EREY / BhE S E M AR AR
Expectation of faster-growing markets in

other geographies

HeXFEREE KT

Expectation of slower growth in China
it R EZF R K
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Figure 45. Target destinations for relocated capacity

45. BirEH it

Developing Asia
TP % R X
28%

Developing Asia
TP % R 3 X
42%

Only 27 respondents report having plans to move their busi-
ness investment out of China. A quarter of these respon-
dents will move (or consider moving) capacity to Develop-
ing Asia (e.g., India, Vietnam, Indonesia, Malaysia) - down
14pp from last year — and to the US - up 10pp from last year.
Companies looking at relocating capacity to Developed Asia
(e.g., Korea, Japan, Taiwan, Australia, Singapore) is up 10pp
and Hong Kong is up 5pp from last year.

Mexico/Canada
=7FEE / IIEX

17%

Mexico/Canada
=S/ MEKX

19%

NRe EERF

Hong Kong SAR
ERFITHK
7%

Hong Kong SAR
ERFINTHX
2%

Other
HbihX

4%

Other
Hithith X

9%

AR 2T X2 S, BELFEEE (REEEKE)
N R BRPERMX (WENE. #E. ENERAIL.
SRAT) KNEE28%, LRI —F TR 14 MEDR; &
BEBIHEENSEENDYZ—, EI—F LA 1018
BBIINRAERAMEX (NEE.
B, EAE. BAFIL. i) 8ZiHdl bt
AI—FIEIN 10 PED R, EREBITEEBRIIITE
XAVEMT 5 PED S
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More than twice as many companies feel “much less welcome” in China

compared to last year

S5a—FEL, REEFE “FEARRID” NZipelbfEm—&NU Lk

Figure 46, 47. Do you believe foreign businesses are more or less welcome in China over the last

year?

46,47. T3 E—FF, BINASEEIEPRENZDEZEEEMER LD T?

16 17
18 17

34 33
35 38

@® Much more

® Slightly more No

welcome welcome change
BRIl WAz EBETW

Tech and R&D Resources & Industrial
BAMMAITI T AR T
11 ; 15
26
38
41
16

@® Slightly less
welcome

MR IE

Consumer
JHERIT
1

32

24

23

@® Much less
welcome

FERAZIGE

Services
ARSSAT L

2
5

37

3
8

2018

2019 2020 2021

This year saw the greatest uptick in respondents’ feel-
ing “much less welcome”, up 9pp from 6% to 15%. This
was especially felt in the Technology sector with 57% of
companies responding that they feel “slightly less wel-
come” or “much less welcome,” up 10pp from 47% last
year. The Consumer section also saw an 8pp increase
in overall “less welcome” feelings (47% versus 39% last
year) and had the largest sector-wide gain in feeling
“much less welcome”.

B “JERAZIGE IR LG TR
EHX, M6% EAE 15%, X—aERART
WIERE, B 57% Rt FRRERE “H
ARSI o “FEREAZTIRIE , ELEI—F
BI47% EF7T 10 MNED R HETIHRS
B REIRIW” MZHEN A EFAT 8D
Boa (G 47%, Mei—FER39%) , BE
BT RS “IEBEAZID ZHE S
LLIEEERE T &K,

(@ AmCham China's 2022 China Business Climate Survey Report



One-third of respondents report that foreign companies are treated
unfairly versus domestic competitors

=nz—mRipeIRER, SERZEEXNFMEL, IR

\

\

REARRFRFE

]

Figure 48. How are foreign companies in your industry treated relative to domestic companies?
48. GEAAFMEL, ERATETULNINEABTRZEIFFEMFE?

@ Foreign companies receive preferential ~ @ Foreign companies are treated @ Foreign companies are treated

treatment vs. domestic companies equally vs. domestic companies unfairly vs. domestic companies
SR+ wAEL, SMEEVREBRERS S5x+dliE, ShEeiRE S5&+eIEL, SMEELIRER
EE G NTEFE
-
Tech and R&D - Resources &Industrial Consumer Services
BAMALI T o TWAER L HERITIL ARSS 1T
m R EER OER O BE K
60 | | |
51 [ | B c
s 72 [ 70 [ 5¢ ok
. 13 B
i 24 NN 01 32 o 33
2019 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021
Consistent with the last two surveys, this year there was a small im- 2021 £, WP FRRIES VSRR FEEHENERE /B E
provement across all sectors. Three out of four sectors report less‘unfair ST EERFENED, 52020 fﬁ*ﬁ b, BRBZEITI ARRRERE “7F
treatment” compared to 2020, however, the Consumer sector reports NEFE” NRIFELSHIEMS (EAPESR) , HR=1TW
an increase in unfair treatment (up 6pp from last year) towards foreign BIBPTRE D
companies.

69% NZIF U RTETIENF AR TAFERFE (K 2020 F150
69% of respondents report increased unfair treatment with regards to AMEDR) 5 39% WZIHEAINAFA ¥1% BREFFRNEAR (8
market access (up 4pp from 2020) and 39% identify licensing as a source of MILPEDR) o
unfair treatment (up 11pp).
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Figure 49. Areas of unfair treatment
49. P A EWF R FRFB M

® 2021 @ 2020

Market access
MImEN
Licensing
PFE]
Regulatory enforcement
TEHE

Government financial
support / subsidies

BUR IS,y [ 4k

Public procurement
NHEXM

Intellectual Property
Rights (IPR) protection

FRFAURIP

Ownership / JV requirements
Bett / AR WER
Financing
RREE

e

({2) AmCham China's 2022 China Business Climate Survey Report

65

69



Nearly two-thirds of respondents would see greater market
access as a gateway for increased investment in China

E=02 Z—HNRipEWIAAT K HENE R FTIE I LR R

Figure 50. Would greater market access in China result in increased investments in China?

50. F AHIHEANRE G M LK H?

By percentage ® Yes @ No Unsure @ Other
2 & THE Hith

Tech and R&D Resources & Industrial | Consumer Services
AR RTT L Tk AR JEERITAL BRES1TL
47
60
T
- 13
3
28 33 “9 29
28 27
] ] | 4 |
2020 2021

61% of respondents would consider increasing investments if market access
in China was on par with the US, down 5pp from last year. Meanwhile, un-
certainty is up across all sectors, but especially in the Resource & Industrial
sector, where itis up 12pp from last year.

Among the companies that would increase investment in China if they had
greater market access, 28% report that they would increase investment by
more than 20%. The largest increases — an increase of 16% or more - would
come from the Technology sector (44%) and the Consumer sector (41%).

NMRPETHHARIEESEEHEY, 61% R HEVEE
FRIEMIRE, LRI—F TS PRDR. B, THERSS
EMRANRIHEN S EFAT 5 M ED R, BRIRERRMN
Takfmll, SlEEAT 12 MEDR.

ARTFRIGIMERENZIHELF, RRRABEST 20%
By 28%; BATTUAVERTISERAER, RRKAEE
=T 16% UL EBIZ IRl o3 S F 44% F0 41%.
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Figure 51. By how much would you increase investments in China?
51. 3G FIEIEKFU?

By percentage ® Morethan20% @ 16-20% ® 11-15% 6-10% @ 5% orless

=T 20% KT 5%
Tech and R&D Resources & Industrial Consumer Services
FAMMALITI TAAZ R T JHERITIL ARE1TIk
‘ 32
9
11
30
27
37
: 1
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Uncertainty and lack of confidence increase as members
consider whether the government is committed to further
opening China’s market to foreign investment

RNtV EZERFESSH—TEIINAARPETHN, NAHEMERN
BILHRZE O RYIB LI I

Figure 52. How confident are you in the Chinese government’s commitment to further open
China’s market to foreign investment in the coming three years?

5. EWNHPEBRERR=ZFAH#—TRIINEARPETHNAEESKEO?

@ Very confident ® Confident Unsure @ Not confident @ Veryunconfident
EBEREL BEO NHAE ERED FEEEEEL
15 13
Tech and R&D - Resources &Industrial Consumer Services
A RIT AL o TR T BB BRS51TAL
34 11 . 20 16 10 12 3 17 11
% | | |
34 3 3 23 .
3 37 3 3 41
| . B
3 49 3 3
36 3 3 3
3 ! 43 !
28 N | | 31
| 3 5 30
37 } 22 } }
1 . >~ m N
. BEHE H
2020 2021 2020 2021 | 2020 2021 | 2020 2021 | 2020 2021

47% of respondents report they are confident or very confident that the 47% NRI[RIVERT, NRETGRERK=ZFNFE—F
Chinese market will open up more to foreign investment over the next STONERARENBEOTIEEBE L, HEbtbai—F TR
three years, down 14pp from last year. The Consumer sector saw a 27pp AT ESR; HETUZRIFERINELERIET 271
drop in net confidence (down from 62% in 2020 to 35% in 2021). B (M 2020 £ 62% RFER) 2021 £/ 35%) o
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Two-thirds of members report that they received some
pressure in 2021 to make (or not make) statements about
politically sensitive issues

=pzZ2ZWRiak N RR, MI11E 2021 FRAZEFBUASBRRIBALZER (5
RE&FR) FEERRIES

Figure 53. Did you receive pressure to make (or not make) statements about politically
sensitive issues?

B 53. BREERERMBAHBAFELR (AFEAR) FRAFERIEN?

@ \We have experienced a @ \We have experienced a ® We have experienced pressure @ We have experienced a
significantincrease in pressure slightincrease in pressure no greater than in previous years slight decrease in pressure
ZEEBEEINNES R EEERIEINAES RENEIKESTEEL ZEINE ISR TR

@ \We have not experienced Unsure Other
any pressure THE Hith
HARZEEAES

Tech and R&D | Resources &Industrial Consumer 3 Services

BARRNMRGL | TWAERTL L EETL RS 1T
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While 24% of members report they ex-
perienced similar pressure to last year,
42% report at least some increased pres-
sure to make (or not make) statements
around politically sensitive issues, with
the Consumer sector more likely to
experience such politically motivated
pressure. Just 2% reported a decrease
in pressure compared to last year. 49%
of Consumer sector companies report
experiencing “slight” or “significant” in-
creases in pressure.

Across all sectors, the Chinese gov-
ernment tops the list of sources of in-
creased politically motivated pressure,
followed by the Chinese media and the
US government. “Business partners/
suppliers or customers” is a top-two
source of pressure in the Technology
and Resources sectors (38% and 32%,
respectively). In the Consumer sector,
46% cite the public/consumers.

24% BIZIH R ERT, BRREFBUAK
RAAAR (FFAEK) BRNENSE
—ERT, B42%NRIHELRRES
ARG M. SEEETT BRI 1l S X AL
BENNRETERARE, B 2% %15
A RREDBRR TR, 49% B%i5E
WRRBZEES “BBRUGM X ‘8
BRI -

BAMS, XMBECAENEERETHE
B, ERRPEEFNEERF. “l
SAfFHE HNESHER” BRA (38%)
MER (32%) Tl ZiH I RZEES
BB —KREBRR, EHETL, 46%
BRIGERAINA AR/ HEET READ
EERR,

Figure 54. Sources of increased pressure
54. ESEINEY KR

The Chinese
government

FREBT

Chinese media

FhEEAE

The US government
EE BT

Business partners /
suppliers or customers
WSS tket / HRm /&R
The public/
consumers

DR [ HEE

US media
EEER

Global company
leadership

eSS ONSIETET
Other international
media
HAEFREAE
NGOs and
Associations
FEBUSAHR M=
Local company
leadership

E b4 E K
Third party
government(s)

E=FH BT

Other (please specify)
Hth (FFR)

-
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Figure 55. Sources of increased pressure (by Sector)

55. EAEMEIRIE (3RITALRI5)

By percentage
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In response to China’s recent regulatory actions, 42% of respondents say
they will emphasize and reinforce internal compliance and control

AT RSP EERRNEETA, 42% WRipEWVRRIBEMNIRA S S A

Figure 56. Impact of China’s recent regulatory actions (e.g., regarding anti-trust/data privacy/
addressing social issues) on business

56. PENCAMNSETA (W0, XFRZEY / BUIERL / #REERE) WM

Leading us to emphasize and reinforce
internal compliance and controls

512 VEMNNERFEIMET
Contributing to uncertainty and worry
among headquarters
EINAHEMEFH AU SEH RS
No impact
REF

Unsure
THE
Decreasing our confidence and
willingness to invest in China

L HRAENEOMER LD
Increasing our confidence and
willingness to invest in China

BRATEE O REIEN

79% of respondents report being impacted by China’s 79% WZ W RAZE T HENLRRE

recent regulatory actions, with many of them empha- TRNEm, ERTFESihtl R ASEN
sizing and reinforcing internal compliance and controls. MmsBREEMAIEH. =Nz —HNZiAE
One-third of respondents also report increased uncer- Wik, SES RSB INZE EF

tainty and worry from headquarters.
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3.2 Human Resources A 171357R

Eight out of ten companies report that at least half of their top management
is not native mainland Chinese

INBEWRREIERR, EEREEBARPELDE—FAEZFEKRBAL

Figure 57. Percentage of top (country) management that are not native mainland Chinese
57. fREAREHENSE (BXR) EBEARBSL

= 75%

82% of members report that at least 50% of their top
(country) management is not native mainland Chi-
nese. 13% of companies report at least three-quar-
ters of their local management are expatriates. The
Consumer industry has the greatest variety of com-
positions and the fewest proportion of companies
with nearly all native mainland Chinese management
(64%).

50-<75%

20-<50%

82% MR IF I FRR, MITNFTEXSEREEARF
EOE—HE2hEARMEEA L, 13% WZIHtLER,
0-<25% TEXEEEEARPELENSZ = 2IMEAT. H
BT I HEEARERETER, SEBEAN/L
FALENNS I EFIRLD (64%) .
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Women hold a larger share of top management positions in the Consumer
and Services sectors

HBENRSTUNSEEEARPLIESEERA

Figure 58. Percentage of female top (country) management
E58. utEE (BxR) EEARNBESLE

By percentage

Tech and R&D Resources & Industrial Consumer Services
AR AT C DkERITE JHER T i BRZ1TL
> 75% 3 : 3
) 3 S 3 9
= 0, ' '
50-<75% 0-<25% 1 | 12 |
28
38 | 37 |
20-<50% 3 3 27

72% of companies report women occupying fewer than half of 2% WZIiHklFRR, ZHERREEA

top management roles. In the Consumer and Services sectors, RPN SRR —+ EHETEMRSS 1T,
women comprise at least half of the management team in 37% BEEEARPZEBET ¥R
and 39% of companies, respectively. B389 37% F1 39%s.
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For the first time, US-China tensions enters the top three HR challenges

R 5 ZKE RN =ZKRBIA DR R

Figure 59. Top three human capital challenges

B 59. AWHEREIGEY = KHkAR

2018 2019

1 Rising salary and wage Rising salary and wage
expenses expenses

T AMFEN RS = F+ T AR A EF+
65% 2%
Cost of social benefits Cost of social benefits
H=EBFIAES =B KD
41% 51%

Rising salary and wage
expenses

THEMFFEMAA EF

Cost of social benefits

BN

“

We've seen an increase in the ‘Flag vs. Badge’ (Flag is
country, Badge is company) dilemma. Many Chinese
talents would rather not work for an American firm. The
‘Brand America’ has started losing value because of the

tensions in the [bilateral] relationship.

CBTHEZRIEREN WREELEE, F2HhE
FEAAANRBAERET RN T/, HTFAOLRREK,
(TEHRE, ) “REGM MEEZ K

(@ AmCham China's 2022 China Business Climate Survey Report

2020

Total labor costs

SRS RIS
44%

Total labor costs

BARSSE AR
53%

69%

Rising salary and wage Rising salary and wage
expenses expenses

ERF MRS EF ERFMARAS EF
% 529% 42%

DIAVE oI EIREI NI US-China tensions and
and organizational geopolitical concerns

capabilites hEXRZHRHSEA
ERBEURALAEES [l

32% 28% x

This year, 44% of respondents identified “total labor costs” as their top
human capital challenge (down 9pp from last year) and “rising salary and
wage costs” as the second top challenge (42% in 2020, down 10pp from
last year.) New to the top-three list this year is “US-China tensions and
geopolitical concerns” (28%). This introduction of US-China tensions to
the top three HR challenges has created unique talent acquisition and
management problems for US companies in China.

SF, 44% NZIHEAINA “BIEANRAEN BRANADRRE L, (kb
B—FTRET 9 EDR) , “THENHFMEA LA 8% (42% tFl
—FTREIOPEDR) » “PERAZFEKMMSBCAEBIN BRENF=
BME (28%) o FERZEKWIINFI=ZRADARIE, REEEDES
R THRABAT R EE T,



Most believe labor costs will increase in 2022, in line with fears that labor
costs and wages are a growing HR challenge

REHZMEWINAFZTHAIMATE 2022 FRHF= LA, ENETXNFohHMRAN THE R Hmk
AANNFBRKEBIE I

Figure 60. Expected change in company’s average labor costs per employee in 2022 versus 2021
60. 52021 4L, 2022 FERB RN AT FIYG oA ABTIEAZ WK

By percentage ® >20% higher @ 10-<20% higher @® 5-<10% higher <5% higher @ Flatordeclining
HE=20% 5 10-<20% FiE 5-<10% FiE <5% LR

Tech and R&D Resources & Industrial Consumer Services
AR LT Tk AR JBERITAL BRZ51TL
) ‘ ‘ ‘
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43 i i s | 35
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2020 2021

87% of respondents anticipate labor costs will be higher in 2022 87% M= ip ki, 2022 FMF IR A K =
compared to 2021 (up 8pp from last year). The greatest concern 2021 F (WAT—F LA MNEDR) « HRTILHIE

comes from the Resources sector, in which 94% of companies MERANBEE, 94% N2 iHEN TSI A L7,
expect increases and 49% expect increases over 5%. 49% H2IH AT S Eh ) A K I 5%,
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Half of respondents hope to increase headcount in 2022
FHZIHEWHRETE 2022 FIEINGE T AR

Figure 61. Expected changes to headcount in 2022
61.2022 FRTAHEX

By percentage

@® Increase>10% @ Increase 5-10% @ Increase <5% About thesame @ Decrease<5% @ Decrease5-10% @ Decrease>10%
140 >10% #8140 5-10% 1N <5% AN <5% D <5% > 5-10% D >10%
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51% of respondents expect to increase headcount in 2022, an 8pp increase from last year’s 51% BYSZIH A T 1E 2022 FRIE N R T A%, ZLbfl

projection for 2021. More companies in the Technology and Services sectors anticipate in- LbRI—F s H 8 MEAR. MITSEMRTABNRIHE
creasing headcount (55% and 56%, respectively). WHERAFMRSITL S ES (95179 55% F 56%) o
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Members overwhelmingly cite travel disruption as a key challenge
to hiring and retaining foreign talents, followed by IIT regulation

BARZSHZ R EWINABITIRGZBEMEEINEAT IR, EHRX

eBER (DAFRFHIE)

Figure 62. Significant challenges to recruit and retain

expatriate talent to work in China
62. BEMBETEEIIEATHNERDRE

® 2021 @ 2020

Qualified candidates unable to move to China
RFERENBERZATEREIFE

Individual Income Tax regulations *
DAFRENEN

Bilateral tensions and other geopolitical concerns
WA FE T

High cost of living and payroll costs

EEMITRAAS

Qualified candidates unwilling to move to China
AREREATREREPE

Internet/media censorship
WL /IR AEE

Poor air quality

=RRERH

Other health and safety concerns
HA R 2 2ME

Slowing Chinese economy
FREISFIEKNE

Food/water safety concerns
B/ AKZ2E

“

It’s challenging to find foreign
staff qualified for positions
now. It’s even more challenging
to find qualified staff willing to
move to China with all of the
COVID-109 restrictions.

IR AE T HRIE & B
AT ANRE B3 A IR X, 3 T I
AT 75 S RAE P A B 1
BTN AT E A PR

76% of respondents report that qualified candidates are unable to
move to China, up 39pp from last year. Additionally, 307 of respon-
dents reporting qualified candidates are unwilling to move to China,
up 12 pp from last year. Individual Income Tax regulation jumped to
the second spot on this list with 42%, a 24pp increase from last year.

*Survey was conducted prior to the announcement in Dec 2021 that
IIT benefits would be extended for a further two years.

RABBERIEA T ERIERENR IR S 76%, LLRI—FEM
T3P EDR. BN BT URIFERTSBOEREATERE
FE, X—HHREF AT 12%. 3D AFTSHUELL 42% BILLEG
ERESE AL, LERI—HFEINT 24 PEDR.

CEERTE 2021 F 12 BEBF T ASHENBILKNEZFIHT
B
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One-third of respondents report higher employee turnover
rate in 2021 compared to 2020

=az—HRipElRER, 2021 FHRIRREL 2020 FES

Figure 63. Employee turnover rate in 2021 compared to 2020
63.2021 &£ 2022 FRATMEKEILL

6
14 @ Significantly higher (>20%)
FEEM (>20%)
@ Higher (>5to 20%)
1 (>5-20%)
About the same (+/-5%)
59

BARFE (£5%)
56 ® Lower (>5t0 20%)
1 (>5-20%)

@ Significantly lower (>20%)
BERE (>20%)

2020 2021

33% of companies report higher or significantly higher employee turnover in 33% M= EIERR, 52020 F48Ek, 2021 FNRITR
2021 compared to 2020, up 13pp year-on-year. Meanwhile, the proportion of KEEMKBEEM, BLEK I3 MTEDS. BN, &
companies reporting lower turnover decreased from 21% to 11%. TRIRAEFERNZIH R SEEM 21% TRES] 11%.
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Talent sourcing and acquisition replaces developing talents as

the top HR priority in 2022

2022 F, AT FHMBERAATEFRAANZTRNEERES

Figure 64. Top five human resource priorities for 2022 in China

64.2022 FANHZFEFENAREEES

® 2021 @ 2020

Finding/hiring/on-boarding the right talent
S BEMBRGEAT

Developing employees
EEER

Managing employee engagement and
retaining employees
BERTINEEFERT

Fostering a diverse and inclusive
work environment

BIEZTTREN TR

Ensuring staff well-being
MafR 3 TA@dt

Half of respondents (49%) identified “finding/hiring/on-boarding the right
talent” as the number one human resources priority for 2022, up 30pp
from last year. Retaining employees - through development and engage-
ment - is a priority for 38% of companies, up 20pp from last year. Foster-
ing a diverse and inclusive work environment (29%) takes the fourth spot,
followed by staff well-being (28%), up 26pp from last year.

FEHZIHEA (49%) N “BEASBIFH.BEEFINR
B202 FANERNEEMES, ALEi—FERAT
30 MAEDR. RTHIRWARSHIERR TBIRRMELL 38%
HINEZ, SLEEFI—FLEAT 20 MEDR. EEETT
. BAMNIERE 29%) UFEEN, RERIE
A (28%) LA 26 MED RREEEAEEE,

AmCham China's 2022 China Business Climate Survey Report @



Most companies will take action if the revised IIT Law is
implemented®

*Survey conducted prior to announcement of IIT benefits extension

MNRBEITRB (DAFRERUE) [FUKR, KZRZIHEARFREERR *
P PBEEF O AFERER BT BN L7

Figure 65. Companies’ response to implementation of the revised IIT Law
65. AEXIKHEITEN (MAFREHZE) RN

@ Seek alternative tax arrangement/ explore tax ® Reduce the number of expatriates working @ Take no action and expect the foreign
planning ideas for foreign employees in China employees to absorb all the additional tax cost
FREAMRU L | RERIME R TROTR T R B LERERIMER T FREGEREH 1L IME B T BITAIBEIIMII AL A
@ Adjust foreign employee compensation to makeup @ Shift investments/foreign employees to more attractive Other (please specify)
for the increased tax cost markets with lower tax regimes/tax rebate policies Hith (53%R)
VHEEIMEE 03 THREM LASRAME INBYAT LR AR BB R / IMERTRIEMEBKS | NIRRT

Tech and R&D " Resources & Industrial Consumer 1 Services
AR AT T AR T JHERTTAY ARZS Tk

A revised Individual Income Tax Law (IIT Law) was supposed to go into effect at the beginning BATIRR CDAPRSHE) RET 2022 F404 M. —

of 2022. Once implemented, the revisions of the law would cancel non-taxable allowances for B, IMERTIEFRENRGUEM (WMERE. HE
foreign employees (e.g., housing, education) in China. As many companies were anticipating EIL) BREUE. BT FZZh e Fihz a8 £,
the law to go into effect, 83% of members had planned to take actions in response to the im- B 83% B A WV Bt XIREUE R R XHEIT fF RIS
plementation of the revised IIT law, with three-in-ten members considering reducing the num- AFTEROEY , HP=mWZip e W E SR DERE
ber of expatriates working for their companies in China (four-in-ten in the Technology sector). HIMERTHE EATTIW AR o
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3.3 Innovation and Intellectual Property Rights 8l #r #1035 7~

Eight-in-ten respondents report innovation and R&D are
important to their business growth in China

BRI EIRER, BIFRMALANEEELSHERTDEE

Figure 66. Importance of innovation and R&D to future growth in China
66. BIFT AR R X E LW SREKIEKIVEEM

By percentage

@ Top priority
BEER

® Top three priority
AI=8Rr—

® Important
BZ

® Notat allimportant
TR FEE

2018 2019 2020 2021

82% of respondents report that innovation and R&D are important to 82% MIZIF RV RIR, GBI A B e S8
their business growth in China, a decrease of 5pp from 2020. This also KIFFERE, Atbtb 2020 FET 5 MBS R, XK

marks the fourth straight year that members report the decreasing im- EEESOEFLER, 20NNt EEl S
portance of innovation to succeed in China. USRI E BT T,

The top barrier to innovation in China is potential US-China tech de- ERECFNEERSEBENPERARE (23%) ,
coupling (23%) followed by increased restrictiveness of cybersecuri- HRBHA RIS 2EREBEE (23%, thai—
ty-related policies (23%, up 3pp from last year) and lack of sufficient FEATINTEDR) URFAIRFNRIFPIERE
intellectual property (IP) protection (21%, up 4pp from last year). (21%, tbRI—FEAT 4 MERR) o
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Figure 67. Top ten barriers to increasing innovation
67. X B G+ KPEEF

® 2021 @ 2020

Concerns around potential US-China tech
decoupling

XPBTE R ERE BRI E

Increased restrictiveness of cybersecurity-related
policies

WLE R AR R BIERLIRIE R

Lack of sufficient Intellectual Property (IP)
protection

RZ 787 ORNR = AR P

Internet censorship and/or the inability to use
certain online tools

WEREEM | A GRS EL TR
Increased restrictiveness of data privacy-related
policies

TR INBY IR FAER BUEREIR

Vague policies and lack of detailed implementation
guidelines
BRI B R Z ST S

Insufficient talent
= AA

No notable barriers to innovation
=B EECMIES

Indigenous innovation policies that discriminate
against foreign companies

KA BIFBERIELAISNE AT

Restrictive licensing requirements

ECEIES S
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Technology & other R&D-intensive sectors report significant
negative impacts from China’s Cybersecurity Law

RAMEMALAZER TN, PEN(NEZLEE) SHRERSH M

Figure 68. To what degree do the following Cybersecurity Law-related issues negatively affect your

company’s competitiveness and operations in China?

68. UT5 (MBELEZX) BXNEENRZATNEERFNIMUSFETSAEENAERM?

® Extremely @ Somewhat @ Notatall
SR THER sl

Cybersecurity rules on protection of critical

Data localization requirements information infrastructure and important data
iEA L IER RIPE B BRI ENEERIEN AR S M
8
12 18 8
44
48 55
55
40 4 37
27
Tech and R&D Resources & Consumer Services Tech and R&D Resources & Consumer Services
BAMB LT Industrial HERITA ARSST Y BARMB LT Industrial HERIT AL RS 1T

TR SR T

In comparison to other sectors, the Technology sector is most negatively impacted by
Cybersecurity Law issues related to the 81% of technology companies are “somewhat”
or “extremely” impacted by data localization requirements, followed by the Services
sector (73%). 72% of Technology sector companies are impacted by rules on the pro-
tection of critical information infrastructure and important data, 77% by data security/
IP leakage as a result of third-party reviews, and 62% by restrictions on hardware and
software procurement. Furthermore, 87% of Technology respondents are negatively
impacted by compliance concerns due to vague implementation regulations and 80%
on data privacy regulation.

TR # R

SHMTWAAL, (MEw2E) BXREETERARITILRRF
FIRK. 81% WRAITUZIHB U RTIEIBAMVESR “F
Lgm” s “LMEXR , RSBTI 73% ZEHE TR
Tlkdr, 72% BRI R ERIPEERE S EMIRBIERL
ENMEL2ANNEm, 77% ZIRAE=FITEMSHN
Rz e [ MIRFACHERRLERRIE, 62% =N RITAY
KELER], MEMZ2AITRINEERATE, I, 87% Bk
AT R R 2RI HREM LS BB S M8 B 208,
80% = EHHERRAE MBI,
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® Extremely @ Somewhat @ Notatall
MR R A ezl

By percentage

Data security/IP leakage as a result of third
party reviews
BEFHESHMMERS | MiRFHGHH R E

Tech and R&D Resources & Consumer Services
BATR AT Industrial BT ARS1TI
T AR T

Compliance concerns due to
vague implementation regulations

R ERI S MBS

Tech and R&D Resources & Consumer Services
BAFRRTL Industrial HETW RS
T AERT

(@ AmCham China's 2022 China Business Climate Survey Report

Restrictions on hardware and software procurement
and other secure and controllable policies

REMRENE MR 25" E BRI PRE

56
40
Tech and R&D Resources & Consumer Services
AL T Industrial HERIT AL ARSS 1Tk
T AR T
Data privacy regulations
BURFRFAER
2 10 12
35 46
61
42 a4
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More than one-third of members say that IP leakage and data
security risks are greater in China than elsewhere

BY=2z—HRiptl Ry, SEHMMXMEL, REMIRFIOE R
ERENRERX

Figure 69. IP leakage and IT/data security threats in China
69. REMHIR=HUEEM 1T/ BUBEL 2B

44 37 38
52 52
@ Risks are greater in China

EHERKMEKR
59 Comparable
51 58 SHEER (#0K) 8
46 45
@ Risks are smallerin China
TEREXPEE/
L . |9 | |4 .
2017 2018 2019 2020 2021
Every year since 2017, fewer respondents to this survey have report- B 2017 LR, ShillbsENEMmZEL, A9

ed that China is riskier with regards to IP leakage and data security EEAIR AR HER 2 FENXEEANZIH
compared to other markets in which companies operate. Mirroring Al SR E TR, 2021 £, 38% MR IFRR,
last year’s results, 38% of companies report that the risks in China are RETEXAFENINGES FEHMMK, SE—F0KFE
greater than elsewhere, with 58% saying that the risks are comparable. iy
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Less than half of companies believe that China’s enforcement of IPR
has improved, but the impact on further investment in China is unclear

AE—FHZipEWIAAPENIIRFRPUEB R EANE, EXNEEH-—PREBNZME
“~BHEH

Figure 70. In the last year, China’s enforcement of Intellectual Property Rights (IPR) has:
B 70. 3EMN—FE, PEXNHIRFNBHERR :

® Improved
46 AP
Stayed the same
HERFIIR
@ Deteriorated
BB
28 31 Unsure
THE
—]s

| 3]
29
25 22
s
2019 2020 2021
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Figure 71. Do concerns of inadequate intellectual property protection limit

your company’s investment in China?

71 AR RFRIP A BRIIEM R EIRE T R AT EERA?

® Yes @ No Unsure

= 5 THE
23 Tech and R&D Resources & Industrial Consumer Services
34 AN A T T AR T JHERITAL RS1TI
16 13
41
37
36 3
29 39 ! 41
27 31 :
2020 2021

44% of respondents recognize China’s improved IPR enforcement ef-
forts over the last year, a 3 pp dip from 2020 and 25pp drop from 2019.

23% of companies report that inadequate IP protection will limit their
investment in China (down 9pp from 2020), and the proportion of com-
panies who are unsure increased by 7pp up to 36%. In the Technology
sector, 41% of companies say that the lack of IP protection limits com-
panies’ investment in China.

44% BZ LB WIAR RETES E—EPXIAIR
ETRRIEOHE, ZELBILL 2020 £ T 3T ED S,
2019 £ TB&ET 25 MED R0

23% BIZIH R, AR AR B RS ]
FREPEE (B2020 FEFERIMEDR) , "R
HEMSZ IR EEBIEINT 7 PED R, 5 36%. 7
BART, 41% 92l ERR, FIRFRERPTE
PRI T EPERR R,
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Insufficient IP protection and prosecution of IP infringements remain as the
top two challenges, while IP theft by employees rose as a concern in 2021

MR RRIPA BN LR IFRIEHIR=NITANARREZRIRM AL, M5 THE
IRFAUE 2021 £ 3 XFE

Figure 72. Most important IP challenges
72. EEFMIRF PR

® 2021 @ 2020

Insufficient Difficulty 3 IPtheftby | Expectations ! Licensing Cyber-theft

protection offered prosecuting IP employees of technology constraints MR LA
by the text of IP- infringements 2 TR AR transfer IR
related laws and in courtorvia arrangements
regulations administrative with business
RZHIRFACEE measures partners
TERVRIFE SRR T S SR AT
HITEIRREE B HFIHR

31% of respondents report that insufficient protection offered by the text 31% B IF R RIR, RIIRF AR A B ADER )RR H R

of laws and regulations was their top IP challenge, up 3pp from 2020. PAREESMIEIENRE AMNFIREAS, ZEbEItL 2020 £

The difficulty of prosecuting IP infringement remains the second most BT 3MED R EUEIRELRAIRFNNITANAREZ

important challenge at 26%. IP theft by employees rose to 16%, up 7pp Py, & 26%. EFER THEINRRBZH R St EAEF

from 2020. In contrast, licensing constraints declined 10pp to 7%. 16%, tb2020 FIBMNT 7 MED R BELZT, WEEIFAIRF
IRl L6 7%, FET 10 MED S
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Proportion of members’ sharing technology and proprietary
knowledge with local stakeholders remained consistent

53 miEXE D ERAMNZAIRAZ LB EEHIRFFRE

Figure 73. How much technology and proprietary knowledge does your company share with its
business partners and clients in China compared with those in other overseas jurisdictions outside
your home country?

B 73. HfttigI A ERXEL, RASSHFEHLNFENEFAZNRANEEMNIRGSI?

® Muchmore @ Somewhat more No difference @ Somewhat less @ Much less We do not share technology and proprietary knowledge
ZiR% Z—Lt SEXS h—LE DIES with business partners and clients in China

FNFETRER WS IHFLZEFDERAMZ AR

Tech and R&D Resources & Industrial Consumer Services
BAFAAITI TR TR T JEERITAY BRZ1TL
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Figure 74. Your company’s technology or proprietary knowledge was shared:

B 74. RABNRARIETHEIIRERLE:

By percentage

® Asavoluntary business decisionin @ To (implicitly/explicitly) improve @ Asrequired by joint ® Due to informal Other
our company’s best interest market access prospects venture regulations pressure from business Hith
EARRERBENM @M ELITH AT CETEHIERRHAM) 1E5eH HFNEHRELHER authorities
IENRIR REESEENRIFE
AHIES
Tech and R&D Resources & Industrial Consumer Services
AN LT TR T JHERITY RS T
62
22
8
8

2020

Like last year, 27% of respondents say they do not share technology and proprietary
knowledge with business partners and clients in China. This holds especially true for
Services sector companies (42%). The most sharing happens within the Technology
and Resources sectors with 17% and 16% of companies, respectively.

58% of respondents report that they voluntarily shared technology and knowledge,
down 8pp from 2020. Simultaneously, there was a 7pp uptick in the proportion of
companies that did so to improve market access prospects. The Consumer sector
reports the greatest proportion of companies (21%) that share technology and pro-
prietary knowledge as a requirement for joint ventures.

(@ AmCham China's 2022 China Business Climate Survey Report

S8—FEM, 27% MZIHEIVRTMIFE25FRENE
W HENZEAHZRARMEMAIR XMERERSTTL
ZIREWFRLEBE (42%) o BAMFRITLMZIHE
BRI THE, G517 17% F 16%.

58% BRI R, MIEEDZRAFMAIR, LA
FE 2020 £ BT 8 PED R B, HTIEEHIZHEN
NEISRZEEMAENZIHEWLF EAT 7T MED R, H
THEREWHNERMOZZAMEFMAIRNZ LR LAE
HETIHREEEER (21%) .



Impact of Bilateral Relations

FRSE3X R RIS




Preface

Optimistic forecasts for the US-China bilateral relationship declined 18pp from last year
(Figure 75) and suggests that that the “Biden Bump” — hope that a new administration
would alter the course of the relationship — has vanished. Last year, the survey results
were likely influenced by optimism that the Biden administration would help ease
tensions between the two countries.

In response to US-China trade tensions, members' business decision-making varies.
18% say they may delay or cancel China investment decisions and 17% will choose to
localize products, services, or IP to access local sales opportunities (Figure 76). In future
trade talks, members’ hope that both countries can restore regular visa processing
services for US and Chinese citizens and negotiate further opening of the Chinese
market to foreign companies.

L

B &

W RSENA R R FFRIFMAZH B AL B —FE TR T 18 MEO =

(B 75), XFKA “FEHN IHFEHBEFKIEREXRERD) BLHEKX,
2000 EMAEERYESH T EERN BB ERMEZ B EKXANENM
IR A

Zipd M RER S Z KB LWRRETEB. 18% WRIFEIWERR, 7

BESRNEUHTEERAARE, 1T VR L2EHESZ™ R RS IP
EREALE, URESEMEENS (B76). WFRRNAZ®RY, Tk
W HEREEBMEEENTEREARSIENERS, HH—PRINE

WARESBHHITEH o
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Half of respondents expect US-China relations to “stay about the same”
in 2022, but optimism about the bilateral relationship is the lowest since
before the pandemic

FERRHEAINT 2022 FXRXRE "BXRRFAE" , BUNLXRARBKRWIBEREEN
i 1% 15 AR AR 7K T

(e
Figure 75. 2022 outlook on US-China bilateral relations \“J

75.2022 FEHRWIHKREE Regarding the US-China diplomatic and
international trade dispute, it seems to be
slightly more optimistic than before due
to both sides showing some negotiable

points. On the other hand, huge

misunderstandings still exist between
them. It is not easy to foresee how to ease
® Willimprove the pressures.
=iz

KT I E R 52 5 4o, BT

Will stay about the same

37 A HEETIR W7 s — S A 5, BT
00 LE 2 BRI BUR I — 22, {H 51
” o ﬁ“'de;i“orate RN, A2 SR 77 46 7 KRS

I = i, AR DL 2B R 1

2019 2020 2021 2022

49% of respondents anticipate that the US-China bilateral relationship 49% MM FITHEIARFEZR “BERFRHAE”,

will “stay about the same” , up 14pp from last year. 27% believe it will LEEF EFA 14 DMED R 27% W= iH A NS
improve, mirroring the sentiment from 2019, before the COVID-19 pan- XRBRNE, 52019 FMEEIBZEIMKFE—3,
demic.
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More than half of companies report that US-China trade tensions are

impacting business

BEFHNRIHEWRTHER S ZREMEL S

Figure 76. Impact of US-China trade tensions on business

76. EHRAZHNRIKBH BT
® 2021 @ 2020

No impact
/Xﬁ? Dr]

Delaying or canceling China investment decisions

IR BB R R ERE
* Localizing more production/ services/ IP in China

to access local sales opportunities (newly added)

WELZWEF /RS / FHRFEAEFREAR T RIR

BATHENS (Figitm)

Adjusting supply chain by seeking to source 11

components and/or assembly outside China

TIEEHRTE, ENEIEIN S HIRAMAR ) A 12

segments in China (newly added)

MAERIFLAT IV 3% 2 B R A%T5 H Sk (FRiGIEI)

Increasing China investments
ENEREBREA

* Shifting away from certain industry or customer u
0

42% of respondents say that US-China trade tensions are not impacting
their business strategy, down 8pp from 2020. Of the noted impacts, 18%
of respondents say that they will delay or cancel China investment deci-
sions (up 3pp from last year), 17% will localize production, services, or IP
in China, and 11% will adjust their supply chain to source components
outside of China.

(1@ AmCham China's 2022 China Business Climate Survey Report

Adjusting supply chain by seeking to source
components and/or assembly outside the US

WM, ERERINSHIRAMNN / AR

Considering exiting the China market

ERREPETD

Considering relocation of some or all
manufacturing out of China

EiERFE D e siS Lt HPE

¢ Pursuing JV with Chinese entities that we would
not normally consider to access local sales
opportunities (newly added)
S5F(EEF2ERNAEATRIIAGHA TR,
PURSAMEHEN = (Figikm)

Considering onshoring some manufacturing/
operations to the US

EERER SIS / W5 EIEE

42% BEIHEIFRT, FEA %%%aﬁgﬂl‘]?lﬁﬁﬂkﬁﬁﬂﬁ,
SEEEE 2020 EREET 8 P ED R, EREINFMASE,
18% BYZIH B R HER SEUHE xm/%% (EbAI—
FEM3IPEDR) 5 17% WRIHESED >~ m. RS
FIPFEFEERLA, 11% R EIWFEEE MY,
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Restoring regular visa services and further opening the Chinese market to
foreign companies are the top two areas where members hope progress

can be made in future trade talks

MEEFENZIERSNE—TRIIZABRPET IR INEWHEERKR

R B9 R s

BWHIPES

Figure 77. Desired areas for progress in future bilateral trade talks

T7. KRR WA R 55 F o 7 LA 2 R 89 U

Restoration of regular visa processing services/
provision of a channel for US and Chinese
citizens (newly added)

MmENEENFERRMEBZIERS FigiEn)

Further opening of the Chinese market to foreign
companies

H—IWIIEATARPETD

Further reductions in tariff levels
W — B R KF

China’s data policies on cross-border data transfers

PERBIRSIEEREER

Continued effort to strengthen intellectual
property protections

HRERES T ISR AR AR

China’s cybersecurity policies
FERNNEZ 2R

Narrowing the scope of respective export
controls (newly added)

Weze B OPRBIRYEE (g ikmn)

43% of respondents hope for a restoration of regular visa processing ser-
vices for US and Chinese citizens. Additionally, 43% of members would
like to see further opening of the Chinese market, down 28pp from last
year, and reductions in trade tariff levels, down 14pp from last year.

* This survey was released in October 2021 before the US government resumed regular
visa processing in China on November 8. China has yet to resume regular visa processing.

® 2021 @ 2020

Provision of a fair and transparent tariff exclusion process
(newly added)

REATFNEBN X ERIER (Figi%EIm)

The subsidies and material support given to SOEs and
other domestic firms from China’s industrial policies
FREF VSRS TEE WA EMERE A GRS 5
The development and application of technical standards
and standards-setting procedures in China

FRE AN S ERITE R FITT AN A

Issues of bias in merger reviews
AT B A AR DL IRl
China’s excess capacity in steel/cement/aluminum/
otherindustrial sectors

FREME. ACR. SBRIEM T GusAY e R
Resumption of Bilateral Investment Treaty (BIT)

negotiations

MRS WD R FELNEH

43% BZIH I AEMEEBNFERELRESIENIER
5o ILIh, 43% MR AEEIPERHE—FS I,
ZE ORI —F TRET 28 P EOR, MAZERMHAZ X
KFRZ B SR —F FET 14 MED o

*ARIFETF 2021 £ 10 B, EEREFEATFEF 11 B8 H
BEEIEHEM. PEBNESBASRBIESRESIEFZ,
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Members encourage the US government to refrain from engaging in
aggressive rhetoric, pursue a framework for bilateral dialogue, and restore
regular visa services for non-US citizen employees

RipEWHEXEBNERERMENTE, FRIWAXIEER, AMENFEEEL2RRT

HYIE = S IUEARSS

Figure 78. Top five actions members hope to see by the US government
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government-
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30%
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for a level playing field
for US business in China

Prioritize an in-
person meeting
between President Xi
and President Biden

A PEEE RS (newly added)
— M AFHNZSIFE REERIETEMEFES
BEMNLTEE (Y
27% i)
23% *
Restore regular visa
processing services/
provide a channel g
for non-US citizen Rgﬁ;:qc:stearﬁdzn
employees to return to 8
the US FEAEEXT R E i SR Xt
MENEEMPEARD 27%

IEREIERS

27%

41% B9S2 1l 75 BB S EBUR 8 S (i AR R BY = A A SR EXE 14548

41% of companies would like the US government to refrain from engaging in ag-
gressive rhetoric and tit-for-tat actions with the Chinese, down 5pp from 2020. The
biggest changes from last year include an 11pp decrease in companies demanding
that the US government advocate for a level playing field for US business in China
(from 38% in 2020 to 27% in 2021).
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Members encourage the Chinese government to ensure a level playing field
for US businesses, restore regular visa processing for US citizens and their
dependents, and accelerate resumption of international travel services

RWEUVAFEREBFRAREEEVEFENATRSINE, MENEELARMERERIE
B RIUEARSS, FINRMREEFRRITRS

Figure 79. Top five actions members hope to see by the Chinese government
B 79. eRRFEFINPERMANAEINITE
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candid communication
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timely feedback on the
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market to foreign
investment with clear
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. —— timelines T level policies business environment
WERSEGVEREN o prommns [ Y Py vy
ATESIFE =TS S R T o e e | RSN ARG
1, BREETIaIR SRUSHRE—HE | o\ mimRs
21%

24% of members would like the Chinese government to ensure a level 24% =AU A BPERNERREECLVEFENAFZS
playing field, down 10pp from last year. 22% want to see a restoration of MR, ZEBILLRI—ETET 10 MED S 22% NI FE
regular visa processing (up 13pp) and 21% hope for a rapid resumption FTIRSMEERE (LA 13 MEHR) , 21% WZiHELAER
of international flight services (up 5pp). BRBIREERYIRS (EASTMEDR) o
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About AmCham China

The American Chamber of Commerce in the People’s Republic of China (AmCham China) is a non-profit,
non-governmental organization whose membership comprises 4,000 individuals from goo companies operating
across China. The Chamber’s nationwide mission is to help American companies succeed in China through
advocacy, information, networking, and business support services. In addition to our headquarters in Beijing,
AmCham China serves Tianjin, Central China, and Northeast China through our Chapters in Tianjin, Dalian,
Shenyang, and Wuhan. Across the five offices, AmCham China has more than 30 working groups, and holds more
than 150 events each year.

For more information, visit: www.amchamchina.org
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About PwC

At PwC, our purpose is to build trust in society and solve important problems. We're a network of firms in 155 countries with more than 284,000 people who are committed to
delivering quality in assurance, advisory and tax services. PwC refers to the PwC network and/or one or more of its member firms, each of which is a separate legal entity. Please

see www.pwc.com/structure for further details.

PwC Mainland China, Hong Kong SAR and Macau SAR work together on a collaborative basis, subject to local applicable laws. Collectively, we have over 8oo partners and more
than 20,000 people in total.

We provide organisations with the professional service they need, wherever they may be located. Our highly qualified, experienced professionals listen to different points of view
to help organisations solve their business issues and identify and maximise the opportunities they seek. Our industry specialisation allows us to help co-create solutions with our

clients for their sector of interest.

We are located in these cities: Beijing, Shanghai, Hong Kong, Shenyang, Tianjin, Dalian, Jinan, Qingdao, Zhengzhou, Xi‘an, Nanjing, Hefei, Suzhou, Wuxi, Wuhan, Chengdu,
Hangzhou, Ningbo, Chongging, Changsha, Kunming, Xiamen, Guangzhou, Shenzhen, Macau, Haikou, Zhuhai and Guiyang.

Visit us at www.pwcen.com

Bkl - RIS IRMSE

BEKERA “BAEZRM, EEHRWE" bl En. RNSERINEEMHMELER 155 MERMMK, F@T 28.4 AERAL, AFEHIT.
BB SNARHESRENRS. BEXBRIEEEXENER / HEEXKENLZREBRILIEREME. FHEBENE www.pwc.com/structure,

BEGGEPERM. EBMXRORHMK R RV RESMERIEENETE. BAEMS, ATLSEBE 20,000 A, HPEESR 800 ZE1KA.

TREFSEML, BEXBYREHRMFNETLER. HNKSELRFE. SXANT UHANRRASHEL, BHEFRBRRALSHA, KEHIBEN&.
FMNBITUZ W BB TIE P XZR TR H IR T =

BMNAHFUTET: AR, DB &8, LA, RE. KE. FE. 8. BN A% BR. G 700 TH. BUX. BE. . 7K. BR. K0
BRA. BT IO ORYI R B0 BB FifH.

RONEZELE, BEMEMNOMLE © www.pween.com

(1@ AmCham China's 2022 China Business Climate Survey Report






AmChamChina #4h4M

E = E3 PaN THE NEXT HUNDRED YEARS

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

PEEERS

Floor 3, Gate 4. Pacific Century Place,

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

Tel: (8610) 8519-0800

Fax: (8610) 8519-0899

Website: www.amchamchina.org

Headquartered in Beijing with chapters

in Tianjin, Central China (Wuhan),

Northeast China (Dalian, Shenyang)
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