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Chairman's Message

The American Chamber of Commerce in the People’s Republic of China
(AmCham China) was founded in Beijing in 1919, and has long been an
advocate for a stable and balanced US-China commercial relationship. The
wider bilateral relationship continues to have a direct and profound impact
on global peace and prosperity, and China is an important market for
many American companies.

Our members appreciate the close attention that US and Chinese
policymakers pay to our annual China Business Climate Survey (BCS)
Report. This, together with our White Paper, are the key mechanisms
that we use to offer constructive recommendations to both countries
as they work towards greater mutual understanding and successful
resolution of concerns.

While US-China trade has continued to grow throughout the pandemic,
bilateral relations have become increasingly complex for the American
business community in China to navigate. Last year was particularly
challenging for our member companies, as they dealt with China’s
economic slowdown, Zero-COVID controls, and ongoing efforts to ensure
compliance with various new US and China-related regulations.

For the 25th annual edition of our China Business Climate Survey (BCS)
Report, one of the key barometers of the sentiment of the American
business community in China, we are delighted to have partnered with
PwC for execution and analysis. Although China’s Zero-COVID policy
ended shortly after the bulk of the data for this report was collected,
subsequent membership surveys and engagements reinforce the following
key themes:

o Members reported a slightly more pessimistic financial outlook
compared to previous years: In 2022, 34% of members estimated
their revenue would be lower than 2021. However, despite the
pandemic-related restrictions, another 32% of members predicted
their revenue would go up. While 2021 saw a trend toward
normalization of financial expectations, the shocks of the past
year have led to results which look similar to 2020 when the initial
pandemic impacts were experienced by companies.

o China is no longer the primary investment destination it once
was: This year, less than half of our member companies rank China
as a top three investment priority, marking a significant shift for
the first time. 45% of members noted that China's investment
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environment is deteriorating, up 31 percentage points (pp) from
last year and the highest percentage of members to respond this
way in the last five years.

o The majority of members are not considering relocating their
supply chain: Many of our member companies have been in China
for decades and the majority of them continue to have a long-term
commitment to the China market. However, there is a 10pp increase
in the number of companies considering or already starting to relocate
their manufacturing and sourcing outside of China. Risk management
and US-China trade tensions were two of the top three reasons cited by
members for doing so.

o Tense bilateral relationship continues to stoke uncertainty in
business decision making: Half of our member companies are
pessimistic about the future of US-China relations in the coming
year with three-quarters of members reporting that their companies
have been impacted by trade tensions. A positive bilateral
relationship is extremely important to member company businesses
in China and many hope that future trade negotiations will result
in more open Chinese markets and a level playing field for foreign-
invested enterprises.

o AmCham China members looking for ways to support the
cooperative agenda: Eight-in-ten of our member companies report that
they have an Environmental, Social, and Governance (ESG) strategy
in China. In addition to increasing brand value and aligning with
headquarters’ initiatives, 42% of members believe that implementing
ESG programs can help talent acquisition and retention.

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. With the borders now re-opened for business, our member
companies look forward to deeper in-person communication across the
board, amid continuing hope that the two governments can address and
constructively resolve outstanding issues.

Colm Rafferty
Chairman, AmCham China
March 2023
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Executive Summary

After three full years dominated by the COVID-19 pandemic, our members reported a slightly more pessimistic outlook
compared to previous years. This inflection toward pessimism reflected members’ attitudes about their companies’ financial
performance and overall expectations around China’s openness and business climate. Estimated performance results for 2022
showed a decline in the portion of member companies that saw increased revenue, profitability, and Earnings Before Interest
and Taxes (EBIT) margins compared to last year. Much of the decline in 2022 performance was attributed to COVID-19

Figure 20. Top five business challenges in China
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Figure 9. How does the estimated 2022 revenue of your company’s China operations
compare with 2021 results?
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prevention measures. While many members still see China as a priority market, this year saw a sharp decline in members who
rank China as a top three priority. The willingness to increase investment and strategic priority is declining as China becomes
merely one of many investment destinations. Members continue to report uncertainty in bilateral relations as their top business
challenge in China, along with increasing uncertainty about the regulatory environment and rising labor costs.

Financial performance trends reversed in 2022, estimated to decline again to 2020 levels

34% of members estimated that their 2022 revenue will be lower than 2021. While 2021 saw a trend toward normalization of
financial expectations and general market perception, 2022 results are similar to reported performance in 2020 — when the
pandemic began (Figure 9). According to two-thirds of members, much of 2022’s financial performance issues can be explained
by intermittent regional lockdowns to control local outbreaks (Figure 10). The proportion of companies forecasting profitability
decreased from 59% in 2021 to 44% in 2022. One-in-five members faced losses in 2022. The proportion of companies in the
Tech and R&D, Resources & Industrial, and Services sectors expecting to be profitable dropped significantly (Figure 11).

For the first time, members are less willing to invest in China

This year, less than half of members ranked China as a top three investment priority, marking asignificant shift (Figure 26).
Nearly half of members (45%) reported that China’s investment environment is deteriorating, a 31pp uptick from last year and
the highest response rate on this answer choice in the last five years. Most members report that they are revising their investment
plans for China, opting to make no additional investment or even to decrease investment overall. Uncertainty around China’s
policy environment, the expectation of slower economic growth in China, and overall uncertainty in the US-China economic
relationship were cited by members as the top reasons for decreasing investment (Figure 29).

Figure 26. China’s rank in near-term global investment plans
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Figure 39. How are foreign companies in your industry treated by government policies and
enforcement actions relative to domestic companies?
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Figure 43. How confident are you that the Chinese government is committed to further
opening China’s market to foreign investment in the coming three years?
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Members show restrained confidence in China’s general openness to foreign companies

Nearly half of respondents still report feeling “less welcome” in China, a trend that has risen by 11pp since 2020 (Figure 38). This
may be related to more restrictive technology and cybersecurity-related regulations or rising tension in the US-China relationship.
More than one-third of respondents reported that foreign companies are treated unfairly by government policies and enforcement
actions compared to their domestic competitors, which is a 5pp increase since 2021 (Figure 40). Additionally, for the second year in a
row, uncertainty and lack of confidence rose across all sectors, as members consider whether the government is committed to further
opening China’s market to foreign investment (Figure 43).

85% of respondents believe that innovation and R&D are important for business growth in China, increasing from last year (Figure
57). Members identified the top three barriers to innovation as technology decoupling, restrictive cybersecurity policy, and insufficient
IP protection. There is declining sentiment and growing uncertainty about IPR enforcement across all sectors during the past five
years, although over one-third of respondents reported that China’s enforcement of IPR improved in the past year. Nearly one-quarter
of members say that inadequate IP protection limits investment in China, with difficulty prosecuting IP infringements and insufficient
IP protection as the top two challenges.

The majority of members are not considering relocating their supply chain, but there was a 10% increase among
those who are considering this option

Most members have no plan to move their supply chain outside of China. However, for the first time since the pandemic, we see a 10pp
increase in the number of companies considering or reporting having already started to relocate manufacturing and sourcing outside

'a AmCham China's 2023 China Business Climate Survey Report
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Figure 60. In the last year, China’s enforcement of Intellectual Property
Rights (IPR) has:
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Figure 35. Is your company considering, or has it already begun the process of relocating
manufacturing or sourcing outside of China?
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of China. Among the 24% of members considering moving capacity outside of China, one-third plan to move operations back
to the US, up 6pp from 2021. This may be related to rising tension in US-China relations (Figure 37).

Members’ top three human resource challenges include US-China relations and people-related costs

Members report that their top three human resources challenges are US-China tensions and geopolitical concerns (43%), labor
costs (37%), and rising salary and wage costs (31%) (Figure 49). In this year’s survey, 51% of members reported that their top
expatriate candidates were unwilling to move to China, up 21pp from last year (Figure 53). As quarantine for international
arrivals officially ended on January 8, 2023, it is expected that the travel situation will improve once international flights return
to pre-pandemic levels. It remains unclear whether increased ease of travel will be able to reverse the trend of expatriate staff
unwilling to move to China.

Members are taking action to leverage ESG strategies in China operations

80% of respondents report that they are taking or plan to take action to implement Environmental (E ), Social (S), and
Governance (G) strategies in China (Figure 23). Members believe such efforts will improve their brand image and help with
talent recruitment and retention (Figure 24). 73% of members ranked Diversity, Equity, and Inclusion (DEI) as their top ESG

(@ AmCham China's 2023 China Business Climate Survey Report



Figure 53. Significant challenges to recruit and retain expatriate talent to work in China
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Figure 23. Does your company implement Environmental (E), Social (S), and Governance (G)
strategies in China operations?
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strategy in China, followed by Governance and business ethics (72%). Around 60% of members report that
the ESG strategies focused on climate change (Figure 25).

Tensions between the US and China remain the top business challenge, and improved
relations are seen as vital for business growth

Members report that uncertainty in bilateral relations is their top business challenge in China, according

to 66% of respondents (Figure 21). This is especially true in the Tech and R&D sector, as the US and China
are facing off over semiconductors. Such a contest may be a harbinger of further deterioration in their
relationship. About half of members believe bilateral relations will deteriorate, nearly twice the proportion of
members compared to the previous three years (Figure 66).

Many hope that high-level bilateral engagement and the brokering of new agreements between the US and
China will benefit the business community. Regarding implementation of the Phase One Trade Deal, at least
one-third of members remain uncertain about how it impacts their business (Figure 68). 60% of members hope
that future bilateral trade talks will result in further opening of Chinese markets to foreign companies, up 17pp
from last year, and 43% are looking for further reductions in tariffs, up 17pp from the previous year (Figure 69).

Both the US and the Chinese governments have a critical role to play. Members’ priority suggestions for the
US and China governments are to refrain from aggressive rhetoric and tit-for-tat actions towards each other
in order to establish a floor under the deteriorating relationship.
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Figure 65. Importance of positive bilateral relations between China and the US to your
company’s business growth in China
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2023 Survey Methodology
2023 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&!),
Consumer (products and services), and Services. This year, we added new questions about members’
Environmental, Social, and Governance (ESG) strategy in China, and continue to examine the impact of
COVID-19 on the business environment in China.

RinERBZTELEMET—, BHPREMLELMUS, RFE—TDTEE, MPERE/XLT LD
AR BHEMEMAAZERTI EARSHAIT) , HRMITUAT, BETL (BEFHANRS)
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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 2. Revenue (2021 USD estimate)
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Figure 5. Where are the customers that your company primarily serves?
BS5 RV EFERSWLEERRNER ?

By percentage

@ Both customers in China and outside of China
FREMPEUINEMERIX RS

® Customersin China
HEEA

@ Customers outside of China
FELIMNMEEERMMXNE S

Figure 6. What percentage of your company’s global revenues did China
account forin 2021?

6.2021 EHREWEPREEW S 2KEUWRIELHIMME?
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® <10% @ 10-<25% @ 25-<35% @ 35-<50% @ 50% or more Did not answer
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Figure 7. Members’ main business models in China by sector
7. FARTUEAEFENEEFLELR
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Figure 8. Survey respondents were segmented into four main categories
E 8. BRI WFEITI S A AES

Technology & other R&D-intensive industries

(Tech and R&D) Resources & Industrial
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JHER R ERARS (W0ER1T. 1RER)

Financial Services (e.g., Banking, Insurance)

Retail and Distribution

Real Estate and Development

SESHH BRI A

¢ Healthcare Services * Transportation and Logistics
EfriRSS BHRISYIR
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Performance Snapshot
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Preface

In 2022, China’s COVID-19 prevention measures shook the overall performance of the US business
community in China. The results was a slightly more pessimistic business climate than:in 2021.

2022 revenue is estimated to have further declined down to the 2020 level, with over one-third of
respondents (34%) reporting a decline in revenue (Figure g9). Some 56% of members do not expect to be
profitable, the highest percentage since the pandemic began in 2020 (Figure 11).

In addition, only 19% of members predicted their 2022 Earnings Before Interest and Taxes (EBIT)
margins would rise, a 26pp decline compared to last year (Figure 12). Business growth in China
operations of 50% remained the key driver (Figure 13). Meanwhile, those experiencing declining EBIT
margins were much more likely to be impacted by COVID-19 compared to 2021 (Figure 12), with
intermittent lockdowns hurting businesses, especially in the Consumer and Services sectors (Figure 14).

el
A5

2022 F, FrEBBEHITERT I T EEEERUNBERISRA. BB NEEENE
Ho 2022 FRBUTEEWHERESEE 2020 FKTF, 8 1/309FHE (34%) R
HEWTE (B9). H56% NaREWFEAET, RO BMEMmREELKNR
=E (Bl

Iif

5N, 1% 19% M RAFEHE 2022 FREMEFIEER (EBIT) S EFA, FRELLHIREFTRE
T2 1MESR (B12). 50% WERIAN “PETHILSIEK” HAZABBHRATFIE
RIBKHRBERE (B 13). AN, BLE—F, HEBBEhERERaZintl SR
MEXTERIZERER (B12), BSENHBREREEERTRELWSHE, LHEH
BITWARS T (B 14),
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Compared to 2021, 2022 revenue is estimated to have declined
again to 2020 levels

52021 FA8LL, 2022 EEWHE TIBE 2020 £KTF

Figure 9. How does the estimated 2022 revenue of your company’s China operations
compare with 2021 results?

9.2022 FRAFTELEUSHEIERATITS 2021 FHELLHAEN?

By percentage

Tech and R&D Resources & Industrial Consumer Services
BAMLTL FEMTATE JHERITK | STk
35 52
a5 1 1 1
58 3 N 26 3
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34 ®Up § 20
EF | |

= Comparable
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e
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Over one-third of respondents reported their estimated 2022 revenue decreased com- B =n2z—NRIpl Ry, Fit 2022 FEWRELLTE,
pared to last year, and overall revenue performance declined to 2020 levels. Only 32% of BEEWRIITBE 2020 F£KF, ¥ 32% 2[RRI
the respondents estimated their annual revenue would increase, a 26pp decrease com- HEWASRIEM, th 2021 FRED 26 N ED S
pared to 2021.

FreT ke RN ERIRREE A RIZE LB, HEET
All sectors saw revenue loss increase, albeit to different degrees. The Consumer sector WY WCRIER D, I EEZ T 175u:l|j‘ﬁl‘|'*+14&—|:f5¢,
experienced a significant decrease in revenue, with nearly half of respondents estimat- HIZRARENESMHBREEREEEER R E
ing a revenue decline. Such losses may be explained by the intermittent lockdowns CEVAR
throughout 2022, which forced businesses to reduce operations.
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The pandemic and COVID-19 prevention measures deepened

revenue losses
BB MEXFIERINR T S Uk

Figure 10. To what extent do you expect 2022 revenue results to be impacted by the COVID-19

pandemic, specifically intermittent lockdowns to control local outbreaks within China?

10. &I B AT 2022 FRLEEWRR MG X & R NIEE

Consumer Resources & Industrial Services Tech and R&D
“ JEER T ZORM Tk T RS1T FARB & 1T
g o e
5 5 5
7 5
14 15 17
12 I8
19 1 i
16 15 %
17
17
11 17
3 2
T
12 11 15
8 6 12 8
2022

Around 70% of members in the Consumer sector expected revenue to decrease due to the
pandemic (specifically lockdowns). 8% of Consumer sector respondents estimated that
their 2022 expected revenue would decrease by 50% or more, the highest across all sectors.

However, one-quarter of respondents in the Resources and Industrial sector estimated that
their 2022 revenue would increase due to lockdowns. Some 15% of Tech and R&D industry
respondents believed their estimated 2022 revenue was not impacted by COVID-19 preven-
tion measures.
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56% of members expect not to have been profitable in 2022,
the highest proportion since the pandemic began

56% M=t 2022 FA=EA, NERBLUKRNESE

Figure 11. How would you characterize your company’s financial performance in China in 2022?
B 11. 2022 FRAFFEENSHERIRRIME?

By percentage

6 5 7 Techand R&D" | Resources & Industrial | Consumer Services
13 ® Very BARMALTLY - RN JHERITL ! RS ATL
profitable
AIEERF o . 13 . > 4 NN 10 5
37 21 ! | |
51 ) 3 3 ‘
55 46 ® Profitable ! : 32 :
B i  3° i 39
Break
even
BEART
® Loss
LN
@ Largeloss
RIESHR
2019 2020 2021 2022 2021 2022 2021 2022 2021 2022 2021 2022
Concerns over market adjustments have lowered company confidence in XY AR BB R S5 R L W T I KRR AVE D
year-on-year growth. The COVID-19 prevention measures further impacted g BohiTTalt—F i 7 = Rl TE 2022 FH9F]
member companies’ profits in 2022, with 56% of members anticipating their i, 56% MR E Wt A&, 52021 F48th,
company would not be profitable. Members in the Resources & Industrial and R DA AT U AR ST W REIR R R K, 25

Services sectors reported the largest profit losses compared to 2021, at 25pp KB MERSEM 2 MEDR. REBEERTIHEFN
and 22pp losses, respectively. Although the Consumer sector saw only a slight AR (AL TES MESR) , BRTlAERE=
decrease in profitability (5pp lower than in 2021), the sector suffered a con- FHARIA N T #HF4FEIR K.

tinuing decline in profitability during the pandemic.
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EBIT margins nearly returned to 2020 levels, although there were large
declines in the Consumer and Services sectors compared to 2021

BRBIAERWEE 2020 FXKF, HETIWHMRSTIRLE FEEERK

Figure 12. How do the estimated 2022 EBIT margins of your company’s China operations compare
with those of 2021?

B 12. R AT 2022 FRELVSHERMMERITS 2021 FEHREFERMBLLMME?

Tech and R&D . Resources & Industrial Consumer Services
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While over half of respondents reported being not profitable in 2022, they HF8IFHRIHRRT 2022 FEE8F, H 2022 25
also reported a sharp decline in EBIT margins in 2022. 40% of respondents MM RIE T, 40% B2 R RRE 2022 £ EKAIFEE

said their 2022 EBIT margins were down compared to 2021, a 24pp in- LB, E3KT 24 MED R BRSBITIMNERBIFIEETE
crease. The Services sector saw the biggest EBIT margin decrease, as 44% of BERA, 44% NRIFRART 2022 FEMAITFIHEBI T,
sector respondents reported EBIT margins down in 2022, a 38pp increase. S LK T 38 M EDR. RETEREISEIGHEA, ARG
The Tech and R&D sector and Resources & Industrial sector saw the highest AT EREFIEEIGER A, B 1/4 WAk IVRTRESHE
EBIT margin increases, with one-fourth of respondents reporting EBIT mar- FAZE LF

gin increases despite the overall business challenges in China.
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Business growth ranked as the primary driver for increased EBIT margins
in 2022

PSR R 2022 FRHAAERERNEZRNAR

Figure 13. What was the primary driver for increased EBIT margins?

& 13. ERaifiE L ANEERDEAE By percentage
Tech and R&D ' Resources & Industrial Consumer ; Services

BAMAEGY | BEMTATL BT § RS AT

44
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25 44
® Overall business @® Improved industry 14
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SRS EEK FUR R E 6 . I
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S E A @ B & a s ‘ ‘ ‘
FARSS BHEEXHNER
@® Cost reductions Other
PR AR Hith
Among the 19% of respondents who reported higher EBIT margins for 2022, 19% = IF W RRE 2022 FRMATADRIEMN , “BARlSIgK”
‘overall business growth’ was perceived as the key driver across all the sectors. BRI, AN, BRT ZRMIUATISN, JEHETI. RSB1T

Unlike the Resources & Industrial sector, however, the Consumer, Services and WA RS LTI IR T 2T FI9E, BATIFEIUBEEHER
Tech and R&D sectors were below the survey average, with more respondents AIFPAEAIE KT F Mt~ RMRS, SEFNEEES
attributing some credit to the launch of new or improved products and services —%

into the market, consistent with the trendsin 2021.
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Members view COVID-19 as a bigger driver of ‘down’ EBIT margins
compared to last year (up 20~30pp since 2021)

MEMARBEREWEHRMAEFRTENEERR

Figure 14. For those who selected 'Down’', what was the primary driver?
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Chinese companies @ Lack of new or improved primary driver, a 23pp increase compared to 2021. COVID-19 especially shocked EBIT mar-
FERENES products and services gins in the Consumer (65%) and Services (45%) sectors, representing 29pp and 25pp upticks,
Competition FmiRSITE. BOETE respectively, compared to 2021. Notably, 24% of the Tech and R&D sector members said that
from state-owned @ Less favorable regulatory deteriorating US-China relations was the primary driver for lower EBIT margins, topping refer-
enterprises environment ences to the impact of COVID-19 in that sector.
REEENZE TR G EIFIR
Deteriorating ® Slowing business growth “FEMABIE AR 2022 E2R M ERIFER TRIEERE, FENasI=inid

industry conditions SR E R TS 5 43%, 32021 FEEINT 23 NED 2. 65% RPEERTI = HF 45% BIRSTIF S RAERSR
TIRE L Other MEEETEENEERFFEZE, 23R LK 291N E 2 LR 25 1N E 9 tt. B EENZE,
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Nearly 50% of respondents say their estimated EBIT margins were
comparable to their global margins

EFHRMEMGEETENVSHNERFERS 2 KE MM XRFT

Figure 15. How do the estimated EBIT margins of your company’s China operations compare with

your company’s global margins in 2022?
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Nearly half of respondents (48%) across all sectors reported that their es-
timated 2022 EBIT margins were on a par with their company’s global op-
erations, continuing the trend of recent years. The biggest change from last
year was seen in the Consumer and Services sectors. The Consumer and
Services sectors reported 21pp and 20pp increases, respectively, in those

whose China EBIT margins were below global margins.

Consumer Services

© Resources & Industrial ;
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RERBEFHEFRTUAMRS T EHEETLS, RREELVSE
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Business Operations and Goals
AAEENEE B




Preface

The near-term outlook for China continued to grow less optimistic, especially in domestic market growth (down 22pp),
profitability potential (down 23pp), and economic recovery and growth (down 24pp) (Figure 16).

US-China tensions remained the top business challenge for many member companies, a 10pp increase from last year,
while COVID-19 prevention measures appeared on the list of the top five challenges (Figure 20). Additionally, pandemic-
related restrictions on business travel remainedthe core problem for US companies doing business in China, with 53% of
respondents reporting no change in investment plans given the impact of COVID-related travel disruption.

The Tech and R&D sector highlighted new challenges around concerns over data security, inconsistent regulatory
interpretation and unclear laws and enforcement, and rising Chinese protectionism, suggesting an increasingly unfavorable
environment for companies in this sector. For companies in the Resources and Industrial sector, “Intellectual property rights
infringement” became a new challenge compared to 2021. Services sector members also experienced shortages of qualified
employees, with 23% of members expressing concern. (Figure 21)

80% of members reported that they are taking action to implement Environmental (E), Social (S), and Governance (G)
strategies in China operations. The majority of respondents leveraged this strategy to enhance their positive business image
forthe China market (Figure 24). Members’ ESG best practices in China focused on Diversity, Equity, and Inclusion (DEI),
governance and business ethics, and community contributions (Figure 25).

CIE
SIS EEVSHIEHSFAFNAIMSERFERE, CEAXNPETHEK (B TE 22 MNEDR) .
BB (ALETHE2IIMNESSR) UNREFEARERK (AL TE 24 1MNESSR) 5@ (B 16),

REXRZK MARTZEACUVEIGNEEFH WA, LEFEMT 10 MEDR. 2022 F, HFEEER
ERERADRE WS — (B 20). o, SHERERANBSHITTRNAREEARISHER T
WHZBIRL, 53% MZRITEIERT, ETHERBEXHTTIN, BEERATIIZERE.

RARMALRITIRIE T W HIER 2B, EREMM / HREF =2/ FER# LUK P E R T XA RS
Fikdl, XRAZTUEWFAAEFTHRERBAN. WFRRMIWTIAEIRE, SEFBEL, “AiR~
=R BRA—TH . RSTLEER TSR ATIRRNDE, 23% ORI IERREBIL (B 21).

80% NWERFREMHTPETERLE iR (B). HEHE (S) MRFARE (6)7 &K, KZFHEH

EIFBZERESEETINRERFWTER (B 24). cREPEDN ESC REEKRERETL . FTHEHNER
(DEN. AEpAEMElLBEURt=nmEsE (B 25),
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2.1 Growth Outlook and Opportunities 1% gi=5 18

Compared to last year, members’ optimism is down across almost all
sectors

52021 F8LE, SREIXIELEFRERRWSEERNE TE

Elﬂ

Figure 16. Two-year business outlook in China
E 16. RARNSERENRELSREE
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Members’ pessimism increased across seven aspects of business operations = AP ITEEF WS EPRRI L VAENIE L REIE I,
in China. This was most profoundly seen in response to domestic market HWHPETHEEK (31%, BEEMNT 18 MEDR) -
growth (31%, an 18pp increase compared to last year), profitability (31%, BB 31%, BEILLEMT IS MEDR) MEFEH
15pp increase compared to last year), and economic recovery (39%, a 23pp /g (39%, BLLEMT 23 MED =) %EE%&E’]
increase compared to last year). Members’ outlook for US-China relations also =AAE, 2REVPEXRNFISOERFENSE,
remained pessimistic as 73% of respondents believed that bilateral relations 73% BIZIF AN ANOO K RIGHEE .

will continue to deteriorate.
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Expectations for industry market growth in 2023 are lower than in 2022
across all sectors

FRETI R EIIIMIT 2023 FRIHHIE KB RERT 2022 FKF

Figure 17. Forecast for your industry’s market growth in 2023 vs. 2022
17. 52022 4L, it 2023 F7 U HHEKER
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Compared to 2022, survey respondents lowered their expectations for industry mar- 52022 F48th, ZIHEAWIEET 2023 X T HiZigK
ket growth for 2023, with 36% believing their industry would not see any potential BIFER. 36% RIS IR B IAAMIIAYIT I A& I E R B

growth, a 17pp increase over last year. Some 44% of Services sector respondents TERVEK, FRGtBIEL AT 17 MBS R ERSTT
reported a negative view of market growth expectations, a 28pp increase compared AR, 44% 2R S HIE KMRFEREEE, Pih
to 2021. The Resources & Industrial sector also saw an increase in negative market EEBIEILL EF T 28 MED R, EFURMIUATIVAR, 40%
growth expectations, according to 40% of sector members. = Ip Rl FA T AETIHIEKTER,
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2.2 Investment Outlook 1BEZXFI=

COVID-19 prevention measures continue to negatively impact business
operations in China

e BhEREN TRV ET £ A E

Figure 18. Extent of COVID-19 pandemic impact on 2022 business operations in China
& 18. 2022 FHEMA B BN EWIEENEIMIEE
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On the bright side of this year’s survey results,, a majority of respondents
reported that the extended COVID-19 prevention measures did not impact
human resources-related issues. However, 70% of respondents reported
that their workforce productivity/efficiency was negatively impacted to
varying degrees, and some 31% of respondents say that their company’s
IT for remote work was positively impacted.

In 2022, COVID-19 prevention measures began to impact members’ finan-
cial performance, especially demand for products and services, with 64%
reporting a negative impact.

Members continued to express greater negativity and uncertainty about
COVID-19 prevention measures on travel and manufacturing. Travel dis-
ruptions impacted members’ international travel plans and significantly
restricted their domestic travel. 96% of respondents reported a negative
impact on domestic business travel, and 97% reported a negative impact
from local quarantine policies. International transportation costs also in-
creased due to COVID-19 prevention measures, with 51% of respondents
experiencing a significant negative impact.
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Over half of respondents report no change in investment plans

despite COVID-related travel disruptions

EFHRInERT, BEATBEBRHERETINGHT, FERFITIAER

Figure 19. Impact of COVID-related travel disruptions on 2022 China-related investment

decisions (USS$)
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Figure 19. Impact of COVID-related travel disruptions on 2022 China-related
investment decisions (US$)
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While COVID-19 prevention measures
significantly impacted 2022 business op-
erations, over half of respondents (53%)
reported no change in their China-related
investment decisions. However, another
21% of respondents said they decreased
investment due to COVID-19-related trav-
el disruptions.

The Consumer and Tech and R&D sectors
saw the biggest increase in choosing to
decrease investment (32% of Consumer
sector members and 28% of Tech and
R&D sector members).

REMHBREBHITHEEX 2022 FNEH
BERFETEARTE, BIFHZHE
A (53%) TR EEER AT
Rlo 2T, A 22% B b RRH
AR B EEREY R TR T HBERE R
DT RA.

EEITUARAR S AT IR FE R A
BB SEEBIER K. 32% BERETI =
RETFRERDIEER, 28% WRARSHE
Tl = R T FFFEYRE,



‘Tensions in the US-China bilateral relationship’ remains the top business
challenge for members for the third consecutive year

"REXARHmAK EL-FRNRITETEEED L

Figure 20. Top five business challenges in China
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Two-thirds (66%) of members reported uncertainty of bilateral relations as their
top-business challenge in China. This is the third year in a row that members
have rated this issue as their number one challenge, and it has consistently been
on the list of top five challenges since at least 2019.
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In 2022, COVID-19 prevention measures were ranked among the top
business challenges across all sectors

2022 %, “mEEBhERE HROBLkKESIESREWRAXE

Figure 21. Top five business challenges in China by sector
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In 2022, members in the Tech and R&D sector have faced many new challenges doing 2022 %, RRTHERIGEER, SAMRLTLERE
business in China, including COVID-related prevention measures. Unique to the Tech and HIRFZFHEL k. EFFRNE, 31% WiziTlks
R&D sector, 31% of members reported concern over increased Chinese protectionism B “PEFRPEXREASR” NBIMENERARE L

among their five top business challenges. 2z —

Some 21% of Resources & Industrial sector members reported IPR infringement, a new top- £921% HNZEFREM TITI G837 “FHRFAUESET 5
five business challenge since last year. Members in the Services sector reported that they B, X2EEFURFNERELI G Z — 23% BAR
were experiencing a shortage of qualified employees, according to 23% of respondents. ST 2RFETI “BOEEIAT 1980,
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The top three opportunities from each sector remain the

previous year

BTV EERM =B IINBES EFEE

Figure 22. Top three important opportunities for China business
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China’s growth in consumption/rise of an increasingly sizeable and affluent middle
class continue to be an important business opportunity for respondents. In the Ser-
vices sector, 45% of members believed that the globalization of Chinese companies
and increased outbound investment is their top business opportunity in China, ex-

Resources & Industrial
RBEMN I ITI

Growth in domestic
consumption/Rise of an
increasingly sizable and

affluent middle class

FEHBEK | PEHREARR
L5/

39%

Ongoing economic and
market reforms

R E
36%

Urbanization and continued
support for infrastructure
investments

ISR L IS AR AT
RS

21%

ceeding ongoing economic and market reforms, which led last year.

Consumer

HET

Growth in domestic
consumption/Rise of an
increasingly sizable and

affluent middle class

FEHBEK / PEMERRER
LT/

59%
Increasing consumer demand

for foreign brands/quality

HEEISNEIBAR / R A
KE9BR

39%

Ongoing economic and
market reforms

REmEFNHRE
37%

AmCham China's 2023 China Business Climate Survey Report

=T, 5EFAEL,

same from the

Compared to last year ranking up
EREFEHE LA

Compared to last year ranking down
EREEHE TR

Services
BRS51Tk

Globalization of Chinese
companies and increased
outbound investment

REQER SRS
RAEEK

45% t

Ongoing economic and
market reforms

BEREFNHRE
36% @

Growth in domestic
consumption/Rise of an
increasingly sizable and

affluent middle class

FLHBEK [ FEMERERTR

LI /APAN
29%

EIHEBEK / REMBRRT K, BARS" AR
R WA EBEERHWANE, 45% BRSTIER
“PERFNERUMIRING ALK
REATFENEZSN, B “SEMEFNHmHNE” .

D)



80% of respondents report that they are taking action to implement ESG

strategies in China

80% MIRIFERTERTELTELRT "Mk, HERTAEMAFRE “ (ESG)

Figure 23. Does your company implement Environmental (E), Social (S), and Governance (G)

strategies in China operations?
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Eight-of-ten members reported that they have an ESG strategy in China. 66% of respon-
dents report that their China ESG strategy is aligned with their Global ESG strategy and
14% reported that they have localized their global ESG strategy and modified it to meet
China-market requirements (Figure 23).

80% BIRIHE RRELERIE T ESG fBk. Hr, 66% WRINE I FRREAERE ESG M52
IR ESG HBE—, HH 14% R RRMIIA R 2IK ESG SIS INFE, EMRHT
BORBLUREFE DRI F K.
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Nearly 80% of members believe that implementation of an ESG strategy in
China helps their company’s brand image locally

I 80% M= RFRRIELESLN ESG Sy B A B T IL ARV LR Al mmhB 2R

Figure 24. What are the top three reasons in implementing an ESG strategy in China?
B 24. RATEELHE ESG NG = KRR HA?
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Headquarters requested we implement an ESG
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ESGin all business markets
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We are required by regulatory and/or public listing reporting
requirements to implement an ESG strategy in all business markets
REXRER / LHABKREFEER, FETMEAELVEENERMN
X (BEFREAR) 35 ESG AES

Other
Hith P

Half of respondents said their head offices require them to im- TR IR E W RRSEERTETIH RN ESC &
plement a corporate ESG strategy in the China market. Members B&. 42% MY RFR/NSEHE ESG &S A IR AR AL
also believe that implementing ESG can ensure talent acquisi- HIBEER] BB 7%,

tion and retention, according to 42% of respondents.
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DEI, governance and business ethics, and community contributions ranked
as the top three key areas of member company ESG strategies in China

. FEMBESE (DEI) , RE6E5HLER, Mt R W EELH ESG &
BR B8 m K OE RIS

Figure 25. What are the key areas of your company’s ESG in China ?
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Three-quarters of member companies reported that their ESG strategy I 3/4 Nz RAEWRR, TELHEN ESG HEAEM
in China focused on Diversity, Equity, and Inclusion (DEI) (73%) and EFTZwT. FEMNER (DE) ; 2% NG RmnE M
governance and business ethics (72%). Some 63% of members report- BRETAERENELER,; 1 60% HNERERT,
ed that they are focused on addressing climate change-related issues FFRESEZHAERI G,

in China.
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Preface

This year, fewer than half our members ranked China as a top three investment priority,
marking a significant shift for the first time (Figure 26). One explanation is that more
members believe that China’s investment environment is deteriorating (Figure 27). A
majority of members report that they are changing their investment plans for China,
opting to make no changes or even to decrease investment.

While three-quarters of members will remain in China, a small but measurable uptick in
the number of companies were considering or progressing with plans to relocate some
of their manufacturing and sourcing outside China (Figure 35). One-third of members
reported that foreign companies are treated unfairly compared to domestic companies,
reversing a three-year decline over this concern (Figure 39).

Uncertainty and lack of confidence continue to rise when members are asked about
China’s commitment to open its markets to foreign investment (Figure 43). In response
to China’s recent regulatory actions, 38% of respondents say they will emphasize and
reinforce internal compliance and controls (Figure 46).

Demographics in member companies are changing. Half of members report that
expatriate candidates do not want to move to China and, for those who are willing, they
were unable (Figure 53). Women continue to hold a larger portion of top management
positions in Consumer sector companies, and 2022 saw a significant change in the
gender balance with more top roles being filled by women in both the Tech and R&D,

and the Consumer sectors since 2021 (Figure 48).

Member companies are facing their fair share of people-related challenges. Labor costs
are expected to increase in 2023, confirming fears that labor costs and wages remain

a perennial HR challenge in China (Figure 50). Compared to last year, more companies
will not increase their headcount in 2023, and two-thirds of companies cite COVID-19

as a primary driver (Figures 51 and 52). Meanwhile, one-quarter of members reported a
higher employee turnover rate in 2022 than in 2021. As member companies are opting to
retain current staff, developing talent takes the top spot for human resources priorities
in 2023 (Figures 54 and 55).

Innovation and R&D are important priorities according to 85% of members (Figure 56).
Members continue to be challenged by the impact of China’s cybersecurity laws, which
were felt differently across sectors (Figure 58). One bright spot is that concerns around
such laws have dissipated since last year as companies have been planning for the
changes to come. One-third of members report that China’s intellectual property rights
enforcement has improved in the last year, yet that sentiment continues a multi-year
decline (Figure 60). IPR remains a significant concern because it is often the price of
doing business in China (Figure 61).
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3-1 Investment Environment R ZIf15E

Less than half of members rank China as a top three investment priority,
marking a significant shift for the first time

REFH R FREFN NI =ARABNMZ —, TSEEBREREE

Figure 26. China’s rank in near-term global investment plans

E 26. FEEEHEXREZ VPN ERS
® First priority
2 L BERAEN
® Top three priority
31 A= AR E R
38 One among many destinations
RERHFEMZ —

By percentage

38 @ Not a high priority
RE2MAEZERTR
29 30 29 29
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Some 45% of members rank China as their company’s first or as a top-three near- 29 45% MZIHEWEFEIIAREIEREKEENEEHFI =K
term global investment priority, a 15pp decrease from last year. This is the first time Bt —, BREF FET 15 MED R, RIFBURTHER “&
that a greater portion of members reported that China is “one among many desti- ZRBEMMZ—" (EAIPMEHR) f “FEMESETR”
nations” (up 9pp) and “not a priority” (up 6pp). These results further highlight that (EATIERR) BXHIAE Ekiass, XEERF—FIFE,
conditions last year may have pushed companies to reconsider China as a destina- 2022 FrRBUEEZEBERAIREEZ A UEREEEFE
tion for global investment. ARG R B E BRIt AT a4,
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More members believe that China’s investment environment is
deteriorating; yet the Resources & Industrial sector is slightly
more optimistic than others

BEZRPEWINNPFENKERFIEEEN; JIRMNT AT EEE AT
L G

Figure 27. Quality of China’s investment environment
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Figure 27. Quality of China’s investment environment
27. PENIRARIRRE

® Improving Staying the same @ Deteriorating
BRREH REFAZ BRI
Tech and R&D Resources & Industrial Consumer Services
AL 3 ZORM Ak ATk 3 JHERITI 3 RS 1Tk
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Nearly half of members (45%) report that China’s investment environment is dete- IEHFHEREI (45%) JRAPENKARNFEETEEWL, T
riorating, a 31pp uptick from last year, and the highest response rate on this answer SEAIREFE EAT 3L MEDSR, AdERFEFRHNESF,
in the last five years. Meanwhile, the portion of members who think China’s invest- BN, INAFPEREFEFENEN SR SEEMNEFEN 37%
ment environment is improving has been cut nearly in half since last year from 37% TEEEN 21%.

down to 21%.
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A majority of members are slowing their investment plans for China, opting
to make no increase or to decrease investment

REVZREFERBELERZF TN, EFTHRZRIRDKER

Figure 28. Estimated increase in investment in China operations for 2023
28.2023 FMIHEKEERE
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This year, more than half of members (55%) report no expansion of invest- 2022 &, BiIF¥EHZIAE (55%) FR 2023 F2EF
ment or plans to decrease investment in China operations in 2023. This is up ST RIS TR DR R SR, tbEEEFAT
21pp from last year when only 34% of members said they have no new invest- 20 MNED R REMN 34% N RFRE 20202 F8EF

ment plans or would decrease investment for 2022. Of those planning to in- LRI RISR DR, TE 2023 RIS IR ENZIA
crease investment in 2023, most companies will only increase investment in bR, KEHEREWRTIT/NMEG I R EL S
China operations by small increments (1-10%), highlighting continued caution R (1-10%) , XOETHNEELANEBIESETD
in increasing investment in China. RS
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Figure 29. Factors for higher planned investment in 2023
29. 2023 Fit¥IEMRENRAER

By percentage

@ Strategic prioritization @ Expectation of faster ©® Removal of market New opportunities ® Expectation of slower-
of the China market growth in China access barriers/ rising from the growing markets in
REFRHNSKES FRHACAE T 171 Kk improved market access COVID-19 pandemic other geographies

EIIPS MIDENE L ERT L E Hr b 2 1B HRAY FRARE M X A7 iE
EIb e

@® Policy incentives @® China’s skilled @ [ower costsinChina Other

EERAURD talent pool FRE AR Hith
HFEASEETE

Tech and R&D
AR AT

Resources & Industrial
FRA T Tk

Consumer
JEERITI

Services
BRSITI

For members who are planning to increase investment in China operations in TTRITE 2023 FFRIG TR LN B AER B, 43% RixH
2023, 43% report that the China market is a strategic priority for their company EMmZE2EARNHEER, FNPENRRIGKEER
and have high expectations for faster growth in China. This is most acutely seen B, XERFEMN T T RIGEARE, EARFNEHE
in the Resources & Industrial sector where those two factors are key drivers of in- REHIE IR BRI KRBTS0

creased investments.
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Figure 30. Significance of different aspects of China’s policy environment on increasing
investment levels
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Members believe changes in the regulatory environment, greater IP protection, ZiHAIA N, MEFEMNSNET. BHA
and more favorable industrial policies will significantly encourage increased in- IR AURIFFI A FIRY = L B SR G AR A SR
vestment. Members’ attitudes to these policy issues are on par with last year’s KERK, SRNXEERKNENSESE
results subject only to slight variations in response rates. FERERFEE,
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Figure 31. Factors for lowering planned investment in 2023
E 31.2023 FitRIR DR BHEER
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‘Concerns about an uncertain Chinese policy environment’ is the number one factor for 33% KRIARWERT WA EBEIME A HE 4 FEE
members who will lower planned investment in China operations for 2023, according to FITRIAA 2023 FEERFHNRBARR, LEHEHEZETL,
33% of members. This is especially true for nearly half (48%) of members in the Consumer BEHEHNRER (48%) EETX—R. BIHEDZ—HF
sector. One-in-five Tech & R&D sector members (21%) - the highest portion among all the AMHEITE=E Q1% Fr, HFNFELSFEEIGK
sectors - report that they will reduce planned investment in China operations because they BIFRER, MITRR D ENE R, ERRETI AT
expect China’s economic growth to slow. (==
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The Yangtze River Delta remains the most attractive location for
investment, say two-thirds of members; access to consumers and markets
remains the top driver

=ERZ2HRMEVRTRK=ZABMX]E
MEKRE L RXENERIXEN ]

ARSI TR EXE; EMERENTINIS

Figure 32. Strategic regional cluster(s) and/or policy-backed region(s) for planned investment
32. 2023 FiIH I ABRKRAFIECEF BN EX I
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For all members and sectors, the Yangtze River Delta, Great-
er Bay, and Jing-Jin-Ji areas are the three most attractive
locations for planned investment. The portion of members
investing in the Yangtze River Delta is up 8pp from 59% com-
pared to last year, which may signal that members are dou-
bling down on proven locations.

® The Guangdong-Hong Kong-Macau
Greater Bagy Are% ¢ ¢ BRERK
SRRAEK @ Northeast China (Heilongjiang,
e _— Jilin, and Liaoning) WFRETTL RGN, K=AX, EFRANEXMRREM
g Beting, Tianjin, and RAHIK (RIDL. EM. TF) EEN=XBARS HSEARKE. SERfl, kAU
HEE (b=, RS2 b Other Efth HEREF EAT 8 MNED SR (2021 F7959%) , WHS
mIET‘%ﬁEﬁZ?ﬂE’Ji@EDDk&AO
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Access to customers/consumers and
markets, and favorable local govern-
ment policies are the top opportunities
for investment in regional clusters and
policy-backed areas. This highlights
that the dual incentives for making in-
vestment decisions remain the quality
of consumer habits and the role of local
government officials to encourage in-
vestment. One noticeable change from
last year is that a lower proportion of
members reported “proximity to cur-
rent operations” (falling 10pp from 43%
previously), which may indicate that
members who are reducing or halting
investment in China operations are the
ones who prioritized such proximity.

‘ERESOEEENTET M LM

BN EEENEN BhlERR
AXEWEHEBREERER. X—BBWHA
BRERROVNERERNAREEE
JHERBE AN 75 BURN XSS ek 3 28
WIMLEEER. 5SEFRL, ®F "5
BIMAE I SEN NEREHIEEEE
(REETRET 10 MEDR) , REARME
PELEEESRANEIMLERES
Al SN,

Figure 33. Top benefits or opportunities to invest in these areas
B 33. B EXEXIFGENAE LB

By percentage ® 2022 @ 2021

Access to customers/consumers
and markets
R P/ EEREN TS

Favorable local government 44
policies and regulations

BT B IR 36

Local openness to foreign BT
investment

LRI N A FF RIS RS 35

Proximity to current operations 33
SHREWALSEN 43

Talent pool 29
AA k& 26

Proximity to suppliers/JVs/
and/or partnerships
oM. aReWwA /NG
TEONEE

Access to transportation and
logistics networks

BIAREAYRMLS

Beneficial tax rates
HEME

Labor costs

FENSIRNAS

Non-tax related financial
subsidies

JERLAR R 54

AmCham China's 2023 China Business Climate Survey Report @



Figure 34. Top barriers or challenges to invest in these areas
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While 44% of members increasing investment see local govern-
ment as a favorable condition, 53% see local policies and regu-
lations as a potential challenge, which is on par with last year’s
results. Quality of the talent pool (40%), relationships with govern-
ment officials (30%), and favoritism for local companies over for-
eign companies (29%) round out the top three barriers for invest-
ment in the regional clusters or policy-backed regions.

RE 44% 2l A S-EUT H 6B BBERMNERE R BEFR
B —DEFFEME, 8 53% N=HE AR BIFNBEEME
AT, SHESEFERELFT. ATHEERE" (40%) ,
“SYUMBFNRER"  (30%) , Uk “SHMNEEAEH, mEdt
k" (29%) RXIEERSBERS KR RAIET = APk



While three-quarters of members will remain in China, a small but
measurable uptick of companies are considering or progressing to relocate
some of their manufacturing and sourcing outside China

Mo z=N=RENVEFRAPETHRAE, BRI ERNERE LA
EAVIFEZ B E D R H &80 £ MR WEL 15 E R E IR

Figure 35. Is your company considering, or has it already begun the process of relocating
manufacturing or sourcing outside of China?

35. AREIRE AR, NEEBABFEFHARBEBEREIRIN By percentage
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Figure 36. Most important reasons for considering or moving capacity

outside of China
36. EEFHELE B IPEUINIIEE

By percentage ® 2022 @ 2021
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Some 74% of members are maintaining operations in China. However, for the first
time since the COVID-19 pandemic, we see a 10pp increase in the proportion of com-
panies that are considering or have already started the process of relocating manu-
facturing and sourcing outside of China. This year, 24% members have decided or are
considering moving capacity outside of China. The biggest change in decision-making
comes from members in the Services sector in which 26% reported that they are or
might move some operations outside China, up 23pp from last year when only 3%
reported taking (or considering) such actions. The Consumer sector appears to be
maintaining the status quo in previous years.

As more members consider moving capacity outside China, this year’s top list of
factors and concerns has also changed. Compared to last year, nearly six-in-ten
members are concerned about risk management and COVID-19 prevention. As both
issues were middle-tier concerns in last year’s report, it may highlight the outsized
impact of “Zero-COVID” policies throughout 2022. Beyond risk management and
COVID-19 concerns, US-China tensions (up 14pp from last year), uncertain policy
environment (same as last year), and rise of geopolitical tensions (new this year)
round out the top five reasons for those companies that have begun or are consid-
ering moving capacity outside China.

({6) AmCham China's 2023 China Business Climate Survey Report
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Figure 37. Target destinations for relocated capacity
37. BirEEit

Developing Asia Mexico/Canada Hong Kong SAR Other
AN A & 3t X BT/ MEX EEFFITHX HthtX
29% 12% 4% 4%
Developing Asia Mexico/Canada Hong Kong SAR Other
A % F R 3 X BT/ MEKX HERFITHX HithtX
28% 17% 7% 4%

For the 24% of members who are considering moving capacity outside of TEEERE BB EREIRINN 24% ZiHARLH, T
China, the top two destinations are Developing Asia and the US. While the MEERAERMMXFEEZARA BT S, 2R
portion of those opting for Developing Asia has remained consistent with BEINABRPERMNMX AR EEFITET A= F P REFR
last year, the portion of member companies relocating capacity to the US E, BEEEERESIIEENLLG 2021 £/ 24% EF
has risen from 24% in 2021 to 30% in 2022. In that same period, the por- F 2022 89 30%, TEE—FTHA, BB EIEEBE
tion of member companies relocating to the US’s trade partners Mexico EFEFMMEANS R SEEM 2021 F/9 17% THEE 2022
and Canada has declined from 17% in 2021 to 12% in 2022. This may be FH 12%, X—I1ER5FEEWEEAFHIZEMI KA
contrasted to Chinese companies seeking to expand in North America, HwikEmZNEEMEHREES,

many of which are locating in Mexico.
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For the second year in a row, nearly half of members report feeling less

welcome in China

ESEME, ITF%

Figure 38. Do you believe foreign businesses are more or less welcome in China over the last year?
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Some 49% of members report feeling less welcome in China,
up 3pp from last year. This is especially true for members in
the Consumer (56%) and Technology (54%) sectors, reporting
that they feel slightly less or much less welcome. Consistently,
members from these two sectors reported similar feelings last
year. One noticeable change is that twice as many members
in the Services sector report feeling “much less welcome”, up
from 8% last year to 19% this year.

(5:8> AmCham China's 2023 China Business Climate Survey Report
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One-third of members report that foreign companies are treated unfairly
compared to domestic companies, reversing a positive three-year trend

=nZ—HzRER, BEEARTEL, SR &, HET
=F LR T FEBEE

Figure 39. How are foreign companies in your industry treated by government policies and
enforcement actions relative to domestic companies?

39. SRR QEIMELL, ERRETLNIERFZENFEMM?

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

treatment vs. domestic companies equally vs. domestic companies unfairly vs. domestic companies
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Some 38% of members reported that government policies and enforcement ac- £938% HRIFEWRT, SA WAL, SMREVEERSE
tions are applied unfairly to foreign companies compared to domestic companies. HEMEMPITHRZ IR RTEFE, ZUHGEEIE=EN

This marks the reversal of a three-year declining trend during which members ZETRERELEET TR (2019 F£1937%, 2020 £ 34%,
were reporting less “unfair treatment” (from 37% in 2019 to 34% in 2020 and to 2021 79 33%) o 2022 F, HARFMMALIT LR FRA LT
33% in 2021). Since last year, members in the Tech and R&D (8pp) and Resources W BRTIIREVHRAFRRIGMN, 23 EHT 8ME
& Industrial (12pp) sectors reported increasingly unfair treatment towards foreign DR 12 TMESR. SIER, 82020 FL3E, AN EE
companies. However, since 2020, the same portion of members (7%) continue to WIREMEFEN=RLEHAET (T%) -

report that foreign companies receive preferential treatment.
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Figure 40. Areas of unfair treatment
40. SN EE W Z R R FFFE M
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Market access remains the top concern for members with 60% so re-
porting, albeit down 9pp from last year. Licensing and regulatory en-
forcement round out the top three areas of unfair treatment. This year,
government financial support/subsidies fell on the list of concerns,
dropping 4pp to 28%.

60% RYZIH IR, HIENDARTEEEIRIVEEFRTIFBEIA,
REFMELLAIREETET 9 MED R WWRAIMITHEIERHIZRT =/
RRFFBIHPRIFBINT D BUFECE; / FMGTESFERI R TR R
hHREE, LEEETET 41MEPR (28%) -



Three out of five members would increase their investment in
China if they had greater market access

AR 2Z2=MRMEIIAAT KZENGEF FTIEIIXN LR R

Figure 41. Would greater market access in China result
41. I RHIHENB B SIBIMIERKH?

By percentage ® Yes @ No Unsure Other
= Tz THE Hth
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Some 60% of respondents would consider increasing investment in China if market
access in China was on a par with the US. This continues a slight decline over the
last two years from 66% in 2020. Members in the Consumer sector report increased
uncertainty, dropping 12pp from last year. Meanwhile, members in the Services sec-
tor may have more of a sense of confidence in the power of market access as they
reported 8pp higher compared to last year.

£960% BIRITE I FRT, MRPENTZENSEERT,
AT 2Z BB HE. Z OIS I ARERLL, SWMEHT
FEaZs (KT 2020 89 66%) o HEITU AN Ak

BEBMRATEL T EANFHEN, BLETRET 121
BOR, MRSTUZEART KBEHENNAKREBEED,
PRAEEEBIRELLEMT 8 MED Mo
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Figure 42. If yes, by how much would you increase investments in China?

42. 52, BRABRIEMSDELERRE?

By percentage ® Morethan20% @ 16-20% ® 11-15%
20% LAk

Tech and R&D
BAM A T

6-10% @ 5% orless

T 5%
Resources & Industrial Consumer Services
AEMTAATY | O EETL BRSS 1Tk
33 32
4 3
16
21
21

29

30 27
24
u
2021 2022

Some 29% of members report that they would increase investment by
more than 20% if they had greater market access in China. More than
seven-in-ten members in the Technology sector are willing to increase
investment by 11% or more if they have greater market access compared
to just half of members in the Consumer sector.

'@ AmCham China's 2023 China Business Climate Survey Report
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China’s commitment to open markets to foreign investment continues to
spark uncertainty and lack of confidence

RMELPEFRERE—TRAIINZARBIRAL T AHESE, UARELTRE

Figure 43. How confident are you that the Chinese government is committed to further
opening China’s market to foreign investment in the coming three years?
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Across all sectors, uncertainty and lack of confidence increased from last year - ERETIL R, ZIFRUNHERRESSH— P RIMEFR
for the second year in a row - as members considered whether the government HREMT, ELI&HTZ—E%/EL&JFDE%Z'TD’U: X—IEES R E
is committed to further open China’s market to foreign investment. Compared BRTEM, SEFEL, BRSTULERFT “CEEL B

to 2021, members in the Services (12pp) and Consumer (11pp) sectors report- FIZINT 12 NED S, ﬁ%ﬁll_xm?ia_' “ZBEL Bt
ed “net not confident”. Members in the Resources & Industrial sector reported FIEIMNT 11 MERR. REMITUTI=RRTAHESEN
the largest increase in uncertainty about open markets, up 15pp from last year, tbAgIER A, LEESFEMT 15 MEDR; B, REH
while also halving the portion of respondents who are very confident that China —FHMIME FEEEEL HF 1E¢l£ﬁﬁ£l:lﬁ1ﬂﬂtl:ﬁ"\
will open further to foreign investment. —¥
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72% of members report receiving some pressure in 2022 to make (or not
make) statements about politically sensitive issues

72% M= 5IRm, ftf17E 2022 FRFMBUSERKIAIEL R (HAFAKRK) FEANES

Figure 44. Did you receive pressures to make (or not make) statements about politically
sensitive issues?
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Figure 45. Sources of increased pressure
45. EF1E IRy R

® 2022 @ 2021
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In response to recent Chinese regulatory actions, 38% of respondents say
they will emphasize and reinforce internal compliance and controls

AN RELCEAN R ETTE, 38% R RAKENFHINRAE SN
A%

Figure 46. Impact of China’s recent regulatory actions (e.g. regarding anti-trust/data privacy/
addressing social issues) on business

B 46. PELEHARIMEE T (MXTFRZERH. BIERLMEMEZE@EE) WRAEEELSEME
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IR B B IRA B S AT
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RHE
With more than two-thirds of members focusing on reinforcing internal com- B =52 ZWRIHE R EMHINEE W ARE SIS,

pliance and controls, this marks a 2pp drop from last year’s 40% response BT 2 NED=R (REHN40%) . B, 16% WsRINAE
rate. The percentage of members reporting unsure is 19%, up 7pp from last B BT AN ABEEVSERFMm, tbEFTRT 5 1A

year. Meanwhile, 16% of members believe recent regulatory actions will have DRe BWEGERIF—FNE TR KK L SHAEMIELE
no impact on their business, down 5pp from last year. Taken together, this fur- atliz=

ther highlights members’ pessimism and concerns for their companies’ future

in China.
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3.2 Human Resources A 1158

One-quarter of member companies are led by a top management team with
at least half of roles filled by expatriate executives

Mo z—mZiHtlERR, EFEEREERANFELD—FRUBMESEET

Figure 47. Percentage of top (country) management that are not native mainland Chinese
B 47. FPEKREENSREERALLLAR
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24% of members reported that at least 50% of their top (country) management are not na- 24% N2IFrIRT, HPEXEEREBARFEDLE
tive Mainland Chinese. This represents a 6pp decline from last year when 30% of members 50% FEFEAMEAL, LEFETET 6 MESR (X
reported expatriate-dominated leadership teams. Members in the Consumer sector report- FH30%) . HETIVEART, 2B ARHRMEALIE

ed the highest percentages of top leadership roles held by expatriates while members in FhEs, MARNITWTIERET, 8EARERE
the Resources sector are more likely to report a higher proportion of leadership roles held KIGFEATIBENLAIRS. IMEATBEFFEXRSEERE
by Mainland Chinese. This trend toward fewer expatriates in country management roles ex- RERDAEBRINT HERBENRT TRAAINE, H
emplifies the outflow of expatriate talent during the COVID-19-era and highlights that their RPEXEEEEEN.

replacements will likely be selected from the ranks of Mainland Chinese executives.
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Women continue to hold a larger proportion of top management positions
in Consumer sector companies

MRS EEHERTIEREEA PG

Figure 48. Percentage of female top (country) management
E48. XS EEEALLLA)
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One-third of members (33%) reported that women occupy at least half of all =hz—mFintkll (33%) ®n, ZHEEEREEAR

top management positions, up 5pp from last year’s survey. In the last year, the R SEEED—¥, AL EAT S MESR. EFEN—
biggest swing towards gender balance - those companies with women in 50% FrR, BARMARIT U EERIT AN ERZ 4 5 F
or more of top jobs locally - has come from members in the Tech and R&D Sec- ARRWO (& SESRER 50% KU ENRE) , thE
tor and the Consumer Sector, up 15pp and 11pp, respectively. FERFEAT I5MERSM 1L NED R
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US-China tensions rose to become the top HR challenge for members,
followed by total labor costs and rising salaries/wages

REXREKMAR I EWANFRE]
RS K

Figure 49. Top three human capital challenges
E 49. ANFFREIEHI =Kk

2019 2020
1 .. - US-China tensions and
Rising séilpag:ensd wage Rising sez;‘(l;g:ensd wage éﬁk:&;ﬁ;ﬁ ;:;1;:;;?;;5 gec;g;“g;;lg%;ms
FARARE L3 FARARR L% < = et
0, 0,
72% 69% >3% 44% 43%
2 . . . A Rising salary and wage Rising salary and wage
Cost of social benefits Cost of social benefits expenses expenses Total labor costs
e Al el FA AT LR FARATE L3 ERATREI
51% 47% 5206 42% 37%
3 Developing digital talent

Difficulty terminating Difficulty terminating and organizational

RE B, EREEAAARARNNFA

US-China tensions and

geopolitical concerns RS SR e tiere

employees employees capabilites o expenses
NIRRT SRR T REBF AL e A A RATR 3%

TRtHLREES

33% 33%

43% of members report that tensions in US-China relations is their num-
ber one HR challenge, up 15pp from last year. As the two largest global
economies strive to address the future of their bilateral relationship, mem-
ber companies may continue to face unique challenges attracting and
retaining top talent in their China operations. Meanwhile, total labor costs
and rising salary and wage costs fell to the second and third spots, down
Tpp and 11pp respectively.

32%

HSBUEPIE

28% 31%

43% NZIHEAERT, REXRRKZEANER
HIeE2E, LEFLEAT I5MEDR. K
BERMALFEFERRVLXRIARE, 2R
A T RE RS EIRTEEERERRS IR B FSHA
ZEIBRAR. [RIRY, BEIRATIRLALE INAF R AT
i bk MRS B =, RtbosTET 7
PMEARM 11 NED R
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Labor costs are expected to increase in 2023, confirming fears that labor
costs and wages remain a perennial HR challenge in China

2023 FHMAMATITIE, ENET = REWXNFoh IR AN #FHZBE ML

Figure 50. Expected change in the company’s average labor costs per employee in 2023 vs. 2022
50. 2023 £5 2022 F4LE, FRABFITRIANFZ AR EK

By percentage @® > 20% higher ® 10-<20% higher @ 5-<10% higher <5% higher @ Flatordeclining
EAIREET > 20% £ 10-<20% L 5-<10% EF.<5% RPal T

Tech and R&D - /Resources & Industrial Consumer Services
AR LT . ARMILAE HEEITAL BRS5 1T
| | 1 |
S s S s 5 s 4
a7 -
41 : "
40 | 57
2022 2023
84% of members believe labor costs will increase this year. The largest in- 84% MZIFEWINNSENF IR ARIE N, BASH
creases are expected by members in the Tech and R&D sector in which 46% KU FHEEEA, 46% BZiH It E eI
anticipate costs rising 5% or more. In the Services sector, nearly one-quar- B EF 5% R b EARSATIY, Dz —r5Ih
ter of companies (24%) forecast that labor costs per employee will remain (24%) FT ABBEIIRARERFALH TE, thEF
flat or decline, up 7pp from last year. BT 7 NED S
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Compared to last year, more companies will not increase headcount in
2023, and two-thirds of companies cite COVID-19 as a primary driver

5XFHEL, BEZRIpEWRTE 2023 FAIEMATIAY, =02 Z%HEINH
B R EEAEERE,

Figure 51. Expected changes to headcount in 2023
51. 2023 FHRAREERTEHNEL

® Increase>10% @ Increase5-10% @ Increase <5% About the same

By percentage 110 >10% 190 5-10% 18 <5% BERL

® Decrease<5% @ Decrease5-10% @ Decrease>10%

JB <5% 8D 5-10% B >10%
Tech and R&D ' Resources & Industrial Consumer ! Services

FAMBIRGY | FRATLEL | EEEL BRS Tl

11 ? 11 ? 13 ? 13

16 15 8 11

42

2022 2023

42% of members plan to maintain their current headcount in 2023. Meanwhile, 39% plan 4200 MZIH W FRBTE 2023 ERFHIBELER T ARG

to increase headcount and 20% will shrink their workforce. This year marks a 12pp de- FIRY, 39% B9 iH M T XIIE N T AEL, 20% 1HRIZE R
crease from last year’s projection of companies expecting to increase headcount and fur- RITA#, SEFIHEMTERTABNEWRLLEIRESE
ther highlights uncertainty and pessimism in 2022. The largest proportion of companies TRT 12 10BnS, RARIEWTE 2022 FRRHE LM
increasing headcount are found in the Tech and R&D sector with nearly half (46%) report- AEWIBLEIE N, Fh—F (46%) HEAMALITI=REE
ing that they will add to their workforce. In contrast, members in the Consumer sector WERRITRNEMRATHE, HARETLHRERS. BT,
report the greatest proportion of members reducing headcount (29%). HETWINHRDRTAHNRRSEER 29%) .
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Figure 52. To what extent will this increase or decrease in headcount be impacted by the
COVID-19 pandemic?

B 52. BAREERTABEN / BAOESKEE LRREIFEM A ZIFRMm?

By percentage @® Highly impacted @ Primaryfactor ® Somewhatimpacted @ Not atall impacted Unsure Others
BEXMHEAZR FEXWAZR B—EZMm FTEARZEM THAE HE

Tech and R&D ' Resources & Industrial Consumer ! Services

BAMBIRGY | FRMILmL O EEeL BRE Tk

2022

65% of members report that the change in headcount forecasts was mainly 65% M= indIRER, FEITABRNE W EEZ M
impacted by the COVID-19 pandemic. This was especially true for members REBENEME, LEHBHEBRITL, E=92— 31%) AR
in the Consumer sector where nearly one-third (31%) cited COVID-19 as the MEREerMERE. EERINFERR, BMEFEZ
primary factor driving their headcount forecast. As China has abandoned its TRERIGHITER, TEREEEN™EXMELRSS,
“Zero-COVID” policies and the worst of COVID-19 has waned, companies may =AU AIEERERREMAZRETEERAEET,.

revisit their headcount forecasts since they responded to the survey.
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Half of members report that expatriate candidates do not want to
move to China, and those who were willing were unable to travel
to China

FHZIFEWRT, MEIEARTEERIIFE, WFRESREMNIINETIEAR, ML
ERERE

Figure 53. Significant challenges to recruit and retain expatriate talent to work in China
53. BEMEBFEEEINETEARHEZ I

® 2022 @ 2021

Qualified candidates unwilling to move to China
AREREATREREPE

Qualified candidates unable to move to China triate'candidates were not W”“”g to move
SR TR E to China, up 21pp from last year, likely asso-
7777777777777777777777777777777777777777777777777777777777777777777 ciated with the increased reports of China
Bilateral tensions and other geopolitical concerns lockdowns and other “Zero-COVID” policy
WX Z LKA THSBUARER actions. Meanwhile, for those who were
I N, interested in taking jobs in Mainland China,
Slowing Chinese economy % of b hat th ¢
ChEE K 44% of members report that those future
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, employees were unable to move, down
Individual Income Tax regulations 32pp from last year. As quarantine for in- ter-
S AFSH A national arrivals officially ended on January
S . 8, 2023, it is expected that the travel situa-
High cost of living and payroll costs . . . . .
N DR tion will improve once international flights
return to pre-pandemic levels. It remains

unclear whether increased ease of travel will

51% of members report that their top expa-

Internet/media censorship

BELW [ BIAEE be able to reverse the trend of expatriate
"""""""""""""""""""""""""""""""""""" staff unwilling to move to China.

Other

Hith 22022 FHEZEEREEZN, 51% N

——————————————————————————————————————————————————————————————————— FEUEFATNESEEEATEENE
Other health and safety concerns FRE, L BRI T 21N E 4 . BN,
Heggfizerg - 4% BB U ET, BNEEERETE

B EISBEA TE R R, ZILBIREE T
=it ek T3RTMEDR. HBE2023F1H8HER
***************************************************************** Eift— S M RSB R, EAE
Food/water safety concerns TR 5 0 3 A MK T, (B 7Y
R | FIARRIR SN BB S EREE IR,

Poor air quality
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One-quarter of members report a higher employee turnover
rate in 2022 compared to 2021

Mo z—BRipElRR, 2022 FHRIMHERL 2021 FES

Figure 54. Employee turnover rate in 2022 compare to 2021

54.2021 5 2022 FATRNZFIIEL

57

56

=m EB

2021 2022

26% of members report their employee turnover rate in 2022 was
higher than 2021. The proportion of members reporting higher
turnover rates was down 7pp from 33% in the previous year and
the proportion reporting lower turnover rates went up, possibly
signifying that employees were more likely to ‘stay put” amidst the
turbulence of 2022.

(7:19 AmCham China's 2023 China Business Climate Survey Report
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Developing talent takes the top spot for human resources
priorities in 2023

2023 F, RTHRIVABREANANZENEEES

Figure 55. Top five human resources priorities for 2023 in China
55. 2023 FHRAREEANZ R AUBERES

® 2023 @ 2022

Developing employees
RTRWERE
Managing employee engagement and
retaining employees

R R TAORRMRME A= SR =

Finding/hiring/on-boarding the right talent
BEATHFH. BEMAR

Ensuring staff well-being
iR TAE4E

Fostering a diverse and inclusive
work environment

EEZTTHNNEA RN TIET R

Going into 2022, nearly half of members reported that their top HR 2022 F, EHFHANRIFEUWRTEANTRENEER

priority was to acquire key talent. Going into 2023, four-of-ten mem- ESBIBEXBEAS, 2022 F, B40% W=RE
bers report that their top priorities, all nearly tied at 42% or 41%, are RAABANTENEEESERTRUARE. HBER
talent development, engagement and retention, and talent acquisi- RIRREMBEURAABENR, =&/ FEZE

tion. Members reporting that they will prioritize staff wellbeing is up dr b 429% 5K 41%. LT RIER TEAM= R EHIEL
5pp compared to last year, while members reporting that fostering EFELATSNMEDR, MERESLTMEEEN
diversity and inclusion is a priority is down 3pp. TAEMERIELBINITRET 3 ME Do
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3-3 Innovation and Intellectual Property Rights 2 #FF1%138 7~ #X

Innovation and R&D is a priority for 85% of members
85% HNE=RRTL, Bl / AN RBEELAREXEE

Figure 56. Importance of innovation and R&D to future growth in China
& 56. gl / AR B ARRKTEELRINEEL

By percentage

@ Top priority

BEER
@ Top three priority Consistent with survey results during
BI=AKER the last four years, 85% of respon-
dents report that innovation and
® Lizn%ortant R&D are important to their business

growth in China, an increase of 3pp

@ Not at all important from last year.

TENER 85% M Ih L RN / B & 0
HEEUSHKERES, hEE
WIMT3NEDS, HE5TEME
HEELERBEE—,

2019 2020 2021 2022
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Figure 57. Top five barriers to increasing innovation in China

57. PR EUF BRI AT A KRS

® 2022 @ 2021

Concerns around potential US-China tech
decoupling
B ErI e R R A #AIEIT

Lack of sufficient Intellectual Property (IP)
protection

FNRF RPN ET B

Increased restrictiveness of cybersecurity-related
policies
AR IR S R 2B R EBER

Increased restrictiveness of data privacy-related
policies

SHIERAAERRYEERIRHIE N

Vague policies and lack of detailed implementation
guidelines

BEREMITE, RZIFMAMITIES ST

The top three barriers to innovation are the same as last year: tech-
nology decoupling concerns, restrictive cybersecurity policy, and
insufficient IP protection. The proportion of members concerned
about decoupling increased 4pp from last year, while those con-
cerned about insufficient IP protection and the restrictions caused
by cyber-security policies declined by 1pp and 3pp, respectively.

22

17
17

13
17

AR = R S R -0 R
BWEEM. FMIRFRFRIPADER B AR LK
MBERLEXER KERPRBEREBRBNE S
EERIRAFEINT 4 PED R, MEREMIRFRR
PHERRMMEREBRRFINZRELA DT
BT 1PE2RM3 P MEDR.
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The impacts of China’s cybersecurity law are felt differently across
sectors, conveying new perspectives and less concern since last year

BEEEE, STURpEIVEHE (WE8R2E) FARMRLLH LA

Figure 58. To what degree do the following Cybersecurity Law-related issues negatively affect your
company’s competitiveness and operations in China ?

58. UF (MEBREZE) MXAENZARNEERFHIMEETSARAE M ?

@ Extremely ® Somewhat @ Notatall
ALY TA THAE =m pEsiAll

Cybersecurity rules on protection of critical

Data localization requirements information infrastructure and important data
MiEA L HER R EE(E SR EEIENMS R 2N
13
50
36
Tech and R&D Resources & Consumer Services Tech and R&D Resource_s & Consumer Services
BATF LT Industrial HEIT AREAT L BAFB LT Industrial HEIT AREAT L
FIRA T AT FIFA T AT
84% of Tech and R&D sector members report extremely negative or somewhat nega- 84% MEAFMELITURRRT, (NELDZE) WEIBEARM

tive impacts due to the new legal data localization requirements, compared to 55-65% WHNERNE = EREER B L ERNEm, mEMmTLS
of members from other sectors. This is on par with what we heard from Tech and R&D B SEEENJY 55-65%. X5 EFREFRAMMALITIERAR
sector members in last year’s survey. IRBVIERAREL

Three-in-five members in the Services sector report negative impacts from compliance ARZ=ZMRSBTULERART, (MEREE) BHXELHNE
due to vague implementation regulations. This compares to less than half of members MRANERWEME~E T AEEm. B2 T, BRI
in the Resources and Industrial, and Consumer sectors and one-third of members in AT A BRI T\ = R R X MBI G R B 2k, AR
the Tech and R&D sector. AT =R HINE=02—,
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Data security/IP Ieakage as a result of third Restrictions on hardware and software procurement

party reviews

ERE=FTHSBNBIERS [ AHRFHGE iR

and other secure and controllable policies
REHFIRFRRERT, REMMZSMITTNEBR

8 12 7 T

41 38 39 34
Tech and R&D Resource_zs & Consumer Services Tech and R&D Resource_s & Consumer Services
BAFIRRT Industrial HET AR5 T BAFRRTL Industrial HET RS

ZORM Tk ATk

Compliance concerns due to
vague implementation regulations

EHEEREMSLEES| A3 SHIRVET

ZORM ATk

Data privacy regulations

SRR FLEH

12 19 13

53 - 44
Tech and R&D Resources & Consumer Services Tech and R&D Resources & Consumer Services
BATFRR T Industrial HERITA ARSST BARR LT Industrial HERIT AL RS 1TV

ZORMTALAT Y

Less than half of members across all sectors report being negatively impacted by
data privacy regulations. Compared to last year, there was a drop in the proportion of
members reporting concerns. For example, the Tech and R&D sector dropped 36pp
from last year and the Services sector dropped 27pp.

Concerns about data security/IP leakage as a result of third-party reviews are great-
est with members in the Services sector (62%), Consumer sector (59%), and Resourc-
es sector (55%). Fewer than half of members in the Tech and R&D sector felt the im-
pact of third-party reviews, down 33pp from last year.

J\/ *DIJ.LTTJL

ERrET S, REFEHOZIHEVRTZE T EHIRRAEA
HEEN, ZLBIREERFT T, fARASHAITISALET
F&7 36%, ARSEITIVE=RELAITRET 27%.

ARSI (62%) « SHEZE T (59%) FAFBEAM AT (55%)
HZIF U E = A TFESEHIERS / ARt RID @&
AEF, BARMFAATL S, NAREHEHNZIH B FRTZEE
= HEERFEN, EEAFTET 331N ED R
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Over the last five years, fewer members see China as a risk for IP leakage
and data security

ESERFER, ANNEEREEFEMRSIERENHEEZ 2NN RN SEETE

Figure 59. IP leakage and IT/data security threats in China
59. HEEEFAAEIRMAIZFREBNESHIEIRER2RER
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While more than one-third of members say that IP leakage and data REBE=nz—HNa=RtIRT, TESEMHIRNFAIR
security risks are greater in China, this year’s data continues a slow PR RAEIRER 2 NOER, BMKIREERE, SR
decline in concern among members which bring IP into China. Mean- IRFERGINREEFMEN =R B FIEIEREE. R,
while, more members are reporting that risks are comparable in China, BEEZZ[ I RRIXMXGCS BT E KM XA B AR

up 15pp from the 2018 survey. One-in-twenty members continues to F, Eb 2018 FREEEMT 15 MNED R 5% HZiHE
see China as less risky regarding IP leakage and data security, relatively INNTEEEENRIR SO RMESIE L 27 BRI X,
unchanged over the same period. SEERELEE Tk,
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One-third of members report that China’s intellectual property rights
(IPR) enforcement has improved in the last year, yet sentiment continues a
multi-year decline

=RZ—WERETR, FENMRFNRNEBREMRNE, BERERINBEELSFETE

Figure 60. In the last year, China’s enforcement of Intellectual Property Rights (IPR) has:
E 60. T3 X—FH, PEEFNIRFRCEREMAITAE

2

® Improved
36 &

Stayed the same
REFRE

T
= Unsure
8 31 THIE
]
— ——
29
25 22 29
]
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@ Deteriorated

36% of respondents responded that China’s enforcement of IPR has 36% = IFERER, PENFIRFAHEERETE—
improved in the last year. However, this represents an 8pp drop since FHANE, BRUEHIBEFLRTET 81 E9=, B
last year and a 33pp drop since 2019. Meanwhile, uncertainty about IPR 2019 LR TBRET 33 MED K. BN, RITHAENS
enforcement continues to grow, increasing 7pp since last year. REbBIEIEM, LhEFELHT 7P ED S
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Figure 61. Do concerns of inadequate intellectual property protection limit your

company’s investment in China?

61. AR A EBHIEMNERERE TR AT EPENKRE?

® Yes @ No Unsure
= 5 THE
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34
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One-quarter of members report that inadequate IP protections limit
investment in China, which is consistent with last year’s results. Nearly
half of members in the Technology sector say that their investment de-
cisions are impacted by IPR protections compared to one-in-ten com-
panies in the Consumer and Services sectors.

(@ AmCham China's 2023 China Business Climate Survey Report

Mnz—ME5EERT, FEENAIRFIRIPERR
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Difficulty prosecuting IP infringement and insufficient IP protection remain
members’ top two challenges as cybertheft concern rises

3 LU IR AR P AURARIT A AR = RR PR B 2

X oE

Figure 62. Most important IP challenges
62. FAF A IEARE KB IR =k 5L

® 2022 @ 2021

REBZRIMABRE, MEHEGRHBS]

Difficulty . Insufficient | Cybertheft IP theft by
prosecuting IP protection offered R E 2% employees
infringements by the text of IP- BT ATHBE
in court orvia related laws and
administrative regulations

measures SHIRFRAERE

LD RRE LB BMANC TR
SITHRFREIFE B RIPTIE
PLHRRF=ABIITH

Nearly one-quarter of members report their top IP challenge is the difficulty in prose-
cuting IP infringements in court or via administrative measures, which is on par with
last year’s results. Meanwhile, the portion of members challenged by insufficient pro-
tec- tion offered by IP-related laws and regulations declined by 14pp. Cybertheft (up
Tpp) replaced IP theft by employees (down 10pp) as the number three concern.

Expectations 3 Licensing 3 Other
of technology constraints Hity

transfer YIRS
arrangements
with business

partners

NIRRT
RARBIFNES

Dz —MRIH e ERTR, B EIRESESIRARIR AL,
RXMELEARE FE0@Ed (TR FREFRANRFARENITA, S5
EEF T B, &R ‘MR B ERMENR HBRIPT B
W=RLAITET 14%. MEHS (LA T MEDR) BATR
THERNRF (R 10 MEDR) » AE=AHkE.
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More than half of members share technology and proprietary knowledge
with China business partners and clients in the same ways they do with
counterparts in other overseas locations

BYFENzREVERESEHWAFENEZTR DERARNAIRZN, SHEMX -

Figure 63. 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?

63. RAREHFESHLURFNEFRIZNEANMEFINNEE, S5EMEEZIMNVEMEINEIEZEREX
MEECUNE?
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Figure 64. Your company’s technology or proprietary knowledge was shared
E 64. RARDERAMEMAIRNFRERZE

By percentage

® Asavoluntary business decisionin @ To (implicitly/explicitly) improve @ As required by joint @ Due to informal Other
our company’s best interest market access prospects venture regulations pressure from business Hity
EARRE RN ENBEREBLITA AT CBTESiPRRit) 1558™H ) HFNEREWLHESR authorities
ENRREIS REBESEENRIFE
ABIES
Tech and R&D | Resources &Industrial Consumer 3 Services

BREBETY  ARMILTL | EEAL BRS 1T L

2021

53% of members’ report that they share technology and proprietary knowl- 53% WZiFEURT, MISHFERLKRFNERDEEANE
edge with all business partners and clients regardless of location, including FIENRS HMMCEE XS, WHREFLEAT T TMTEDR. &
those in China. This constitutes a 7pp uptick from last year’s survey. Members AEMRETIWIERTINERERENEITAFA D ZRAFHE
in the Tech and R&D and Consumer sectors are more likely to share open- ZENRFRILLGIES (D510 2% F 72%) » RETI=RE
ly with China counterparts the same or better (both 72%). Members in the WA SHRENE MR D ZERAFMALR = S 2
Services sectors remain the least likely to share technology and proprietary =e (42%) .

knowledge with business partners and clients in China (42%).

60% M2 ARV RTDERANMEZFAIRZBREWITH. KLY
Among those members who share technology and proprietary knowledge, A2 IR RRRRBERPIHNERDZ,
60% do so as a voluntary business decision. Approximately one-in-six mem-
bers report sharing as required by joint venture regulations.
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Impact of Bilateral Relations
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Preface

Nearly all members believe that the US-China bilateral relationship is key to growing their business
in China (Figure 65). However, half of members are pessimistic about the future of US-China bilateral
relations in the coming year (Figure 66). Specifically, three-quarters of members report that they

are impacted by US-China trade tensions; a condition that has worsened since last year according

to survey responses. Members view implementation of the Phase One Trade Deal with mixed
perspectives, but uncertainty remains the norm. Members hope that future trade talks will result in
more open Chinese markets (Figure 68).

Members have high expectations for both governments. They look to the US and Chinese government

to de-escalate bilateral tensions (Figure 70, 71).

TS

NFFRBEZAMINNPERAXAZEENWSEKNOXE (B 65), AMm, FHEX
2023 EEP%XXL%%ESETJ%@ZE' B (H66). BEFEMS, WNZ=MERRTREFE
KAXREKBBNEM, X—BHEEEFLEREMREL. ST WRBFEUTREE—MNE
ééB?TleMEﬁa—E@Tﬁ/RF)QﬁT—, BRAEENARES. 2B IHERRNHAZ KFIRE
EREHE—PWINERW RS (E68).

SRAWAEBRFHBERESNNE, FEMEBRFERILEKESE (B 70, 71,
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Nearly all members believe that the US-China bilateral relationship is key
to growing their business

NFFREZRNEWEINAREILXR R ERBESL SHIXE

Figure 65. Importance of positive bilateral relations between China and the US to
your company’s business growth in China
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Over 96% of members believe that a positive relationship between the US #8537 96% M2 IAST, FRAREY R FEID K
and China is important for their company’s growth. This is acutely true for the ANEVEREXBEE, LHERASHETIL

Technology and Services sectors, each reporting that six-in-ten members be- MARSZITI, SBL60% W2 FRIAATAXR
lieve that the bilateral relationship is ‘extremely important’ for business. Wy “REBE” .
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Half of members are pessimistic about the future of US-China bilateral
relations in the coming year

WA BT 0023 FREWNE AN SHENSE

Figure 66. 2023 outlook on US-China bilateral relations
66.2023 FXPWIAXREE
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Some 46% of members expect US-China relations to ‘deteriorate’ in £9 46% B IH IR EXRIGE 2023 4F

2023, up 22pp compared to members’ outlook for 2022. Optimism BT, PRSIt EFE AT 2 M E SR
about the bilateral relationship is at its lowest point since the start of XTI A K AW RIS LR E B ZIEM 2019
the pandemic and the US-China trade war of 2019. FHERZEIHFRLRN RS,
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Three-quarters of members report that they are impacted by US-China
trade tensions, a higher proportion than the previous year

Mo z=N=zRklRFREEHRZFIRAIRIE, X155 8 EF RN G

Figure 67. Impact of US-China trade tensions on business strategy
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Delaying or canceling China investment decisions
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No impact
gl
Adjusting supply chain by seeking to source
components and/or assembly outside China
VAR M, ERERINSHIRABMEH / SiEE
Localizing more production/services/IP in China to
access local sales opportunities

ENELm. RSN P EFERLWL, LURE
AT EAIB

Considering relocation of some or all
manufacturing out of China

EERBE DS E HFE
Shifting away from certain industry or customer
segments in China

SHENFEE T RE AR EZNRE

Some 27% of respondents say that US-China trade tensions are not impacting their
business strategy, down 15pp from last year. The remaining three-quarters of mem-
bers report that US-China trade tensions are forcing them to rethink their China op-
erations and future investments. Such impacts include delaying or canceling China
investment decisions (29%, up from 18%), adjusting supply chains outside China (18%,
up from 11%), localizing more in China (15%, down from 17%), and considering relo-
cation of some or all manufacturing out of China (11%, up from 5%).
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Adjusting supply chain by seeking to source
components and/or assembly outside the US
RN, EERERINFHORAM / sih

Considering exiting the China market

ZEREPETY

Increasing China investments
EMERENER
Considering onshoring some manufacturing/
operations to the US

ERBENHNE | TERBEIEER

Pursuing JV with Chinese entities that we would

not normally consider to access local sales =3

opportunities
IREXEEBTEBNFREREEISHE
A, LERSAMHEEN =

£927% WZip Il RR, PERZFHEEFMEEEERH
B, FRELLBIREAETRT 15 M NEDm. WP Z=ZSRFRR,
hER S S IHEEENE REE SRR E T, XL
BIRERNEUBEER RS (M 18% EFHZE 29%) , JHEH
EEINIF MR 5E (M 11% EFFE 18%) , #—H L E
I (M 17% FEE 15%) , UREEEIOHLIEET
HRE (M 5% EFZE 11%) o



Members view implementation of the Phase One Trade Deal with mixed
perspectives, but uncertainty remains the norm

ZREWNHFEE—MEBAZMINBIKLBIBEREEZR—, BERBERTZE

S

Figure 68. To what extent has the implementation of the Phase One Trade Deal helped with
E 68. WA AP EE—F R 57 hE K
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EfR T BN R EIR 17 EB9PkAY IS T — N E R AN ES TR

Stabilizing the bilateral Decreasing the chance for further Increasing confidence that Creating new business
relationship tariff escalation business challenges will be opportunities for my
RETINERXAR BT IR IR IR B PI REME resolved company
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Figure 68. To what extent has the implementation of the Phase One Trade Deal helped with
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Member’ attitudes toward the implementation of the
Phase One Trade Deal varies, yet at least one-third of
members remain uncertain about how the trade deal
impacts their businesses. Approximately 40% of mem-
bers see implementation of the trade deal as highly
or somewhat stabilizing the bilateral relationship,
creating a more predictable business environment,
and creating new business opportunities for member’
companies. Nearly one-third of members report that

challenges will be resolved e o
& FN= 4= . WU e trade deal is having the least effect on mitigating
W3R T W ABPREEAT AL AR AL BEALAT IS O negative impact of bilateral trade tensions. Across the

various aspects of the deal, members in the Consumer
KN [ 5 | :
27

Increasing confidence that business

and Services sectors appear to possess the highest
levels of uncertainty about the extent of implementa-

20
37 40 tion compared to members in other sectors.
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Members hope that future trade talks will result in more open Chinese markets

=R EWHRERKINPERZ R F EBEREH
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Figure 69. Desired areas for progress in future bilateral trade talks
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60% of members hope that future bilateral trade talks will result in further opening Chi-
nese markets to foreign companies (up 17pp from last year) and 43% are looking for
further reductions in tariffs (up 17pp from last year). Concerns around all other desired
areas, including but not limited to strengthening IP protections, restoring regular visa
processing, addressing China policies on data localization, and China’s cybersecurity pol-
icies, are down somewhat-to-significantly compared to last year.
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Members look to the US government to de-escalate bilateral tensions

ZREWERFFEEBRA#—T ZEPEILLEKEF

Figure 70. Top five actions members hope to see by the US government
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In sync with the last two years of survey responses, members’ number one hope is 53 ERFENBAELERER, sRGIVRBEEEHITER
that the US government will refrain from engaging in aggressive rhetoric and tit-for- REUHZI S EHA T RAN T, i, SEERE=02
tat actions. Additionally, this year nearly one-third of members are hoping that the US —ZIH B FEEEBN TSI REBMNEBERS K L
will take the lead in regularizing government-to-government communications (35%, EAFEGXEA (35%, thEFRET6MERR) , HF
up 6pp from last year) and will advocate more strongly for a level playing field for US FEXEBNEANTEEZERCLENEARTNERIFE
businesses in China (30%, up 3pp from last year). The biggest change from last year’s (30%, WEFRET 3TEIR) « SEFNBEAEL,

survey is that 29% of members (up 21pp from last year) want the US government to 29% Wzl (EEEFEMT 21 MESR) HEEEK
provide a channel for non-US citizens holding work visas to return to the US. Given AAFELESIENIFEEARERIRHREEENRE,
that the US restored visa processing for non-US citizens in November 2021, there may EFEETE 2021 F 11 AME THFEEL2RNZIELIE,
be other roadblocks preventing Chinese citizens from applying for visas, including de- AR EMAE A RESIFRIENIERS, SIEERAIEXL
lays in processing passport requests for those employees. B RRIIF R IR,
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Members hope that China will re-engage in the bilateral
relationship
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Figure 71. Top five actions members hope to see by the Chinese government
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On par with responses last year, approximately one-fifth of members want the Chinese government to ensure a level play-
ing field for US businesses, refrain from engaging in aggressive rhetoric, simplify expatriate visa and work permit processes,
and restore regular visa processing services for US citizen employees and their dependents to return to China.

S5EFMEREMN, RAOEHZ—HNEHEIVHFEPEBFERFREELVETENRATRESINE, S#REANHNEIE,
BIMEALIIEN TRFENERE, HEXNEEERANERBNIESSIERS,
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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 tens of thousands of individuals from nearly 1,000
companies operating across China.

The Chamber’s nationwide mission is to help American companies succeed in China through advocacy,
networking, insights, and business support services. AmCham China is officially registered as a foreign chamber
of commerce in China and is licensed by China’s government to represent American business in mainland China.
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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PEEXERZ (UTEMER) B—XKERF. FENER. BRIF22RBHRTEL, ARETE
ENELEENBHE—TEINE R,

BHalErEEIBRERES. GEHE. AR BRUKZURSEANEDEE R WEPEISEIL.
TPEXEFZEREPERNES AL ARZERVEENTR. BRIERBES, F2DFERE.
KiE. SERAFMEIEE 4 MOXDAE, UESRBRPEEIL. R, EPX, HRETIRE 30 R
NILEA, SEFENE 150 H=5ER.

HANFEEEFEEHMI www.amchamchina.org BEEZH2ER.
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About PwC

PwC - Mainland China, Hong Kong SAR and Macau SAR

PwC Mainland China, Hong Kong SAR and Macau SAR work together on a collaborative basis, subject to local applicable laws. Collectively, we have over 800 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.

PwC - Globally

At PwC, our purpose is to build trust in society and solve important problems. We're a network of firms in 152 countries with nearly 328,000 people who are committed
to delivering quality in assurance, advisory and tax services. Find outmore and tell us what matters to you by visiting us at www.pwc.com.

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