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Preamble to the data
section

its members to share their experiences

about doing business in China. They provide
extensive data about their views on the operating
environment, their successes, their business
challenges, their outlook for the future and their
suggestions about how to improve the business
climate. This year more than 800 members
participated in the survey, comprising a diverse
collection of businesses with varying amounts of
experience throughout China, from small- and
medium-sized enterprises to the world’s largest
multinational corporations. This survey represents
the most current and thorough compilation of
insights to date from companies on the front lines in
China, and the trends gleaned from the data underpin
our assessments, conclusions and recommendations
in the White Paper. Our hope is that this 2008
Business Climate Survey offers useful information to
both policymakers and decision-makers regarding
the challenges facing American companies and what
it takes to be successful in the competitive China
marketplace.

Every year since 1999, AmCham has asked
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Profile of Respondents

Respondent Industries
mERIFE B REITIL
Percent, 100% = 912 Companies

B4 ,100%= 912 R/AF)

Other (including NGO & Non-profit)
HAth (B F B AR RFI AN

Retail, Distribution, &
Logistics 13%
TE PHEEDRL

) Services
High-Tech BR&

BRI

37%

Information Technology &
Internet Services

FERRARERMES

Manufacturing
bl 1

Source: 2008 AmCham Business Climate Survey
ARISEE . 2008 ErhEFAHSIERE

Which of the following legal entities does your company have in

China?

W FEEEEHHN

Percent, 100% = 768 Companies
Wholly foreign-owned

enterprise
MBI A

Representativelrc%f;%i _ 35%
fontyert I 2%
Regional / branch office
wxpenn T 20%
R&D t
wamy T 13%
I 2%
7%
limited by shares || 3%
SR

Regional headquarters
Global headquarters I 19%

BESEL 10096~ 768 /A E)

I 9%

X BB
Foreign invested company
SIRBH

Holding company
2R S

Source: 2008 AmCham Business Climate Survey 2
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2008 WHITE PAPER  AmCham-China « AmCham Shanghai « AmCham South China



EEES:

HEREFE
How long has your company had a physical presence in China? How many employees does your company have in China?
A FE LR ST SE 1R B E LA FEERIRR AR
Percent, 100% = 805 Companies 4t 100%= 805 /A 5] Percent, 100% = 802 Companies ~ B4tk ,100%= 802 R /A 3]
over 2000 employees
More than sﬁoﬁy;agfr; Less than 2 years 81420008 R T

REIFE

501 to 2000 1to0 50
employees employnees
501-2000% & T 1-50% R T

From 2 to 5 years

2-5%

From 10 to 20 years
10204

101 to 500 employees
101 —500 ZRT
51 to 100 employees

From 6 to 9 years SI-100ERT
694 Source: 2008 AmCham Business Climate Survey 6
FRBRIR . 2008 FHEFRBEHHERE
Source: 2008 AmCham Business Climate Survey
FRBRIR . 2008 FhERHRB S HFRE 3
Would you identify your company as a Small/Medium-sized Enterprise? Survey respondent’s position in his/her company
REREATELAPM N 2% R IR A B HIER S

Percent, 100% = 800 Companies ~ B4tk ,100%= 800 KA F) Percent, 100% = 454 Companies  E4EL ,100%= 454 /A 5]

No -- We are not a company / enterprise

(eg. tr‘ade associat?on, non-profit, etc) o Director/functional leader Other (consultant, lawyer, advisor, etc)
E-BMNABFATSLL ( BHhS EFRANGE ) of other depa‘rtment Hith (&8 F , £IF, e g)

(HR Director, Finance
Director, Sales Director,
5% COO, etc)
HE IR/ RFTEA (A
NFRE, W53 SHER

S Senior-level
HEREEE) country man-
ager (CEO, VP,
Director of government GM, Managing
No -- We are a relations or public rela- Director)
large company tions department BREEBAR
N NEXRIIRBFE (BT
S PG o Ben
. 212 FRR
£18)
Source: 2008 AmCham Business Climate Survey 4
ARRIE . 2008 FHEFRBHSHERS )
Source: 2008 AmCham Business Climate Survey 7
FEKIE . 2008 £ R X RB SRS

SMEs compared to Large companies - Length of Time in China
2007 p/h Ml SR AT EEIEZER ERILLR

Percent, 100% = 800 Companies B4 L, 100%= 800 /A F)

B More than 20 years
>204F

M From 10 to 20 years
10-204F

M From 6to 9 years
6-94F

From 2 to 5 years
2-54F

Less than 2 years 17% I
<UF 6%
SMEs Large Companies
Ak KAE]
Source: 2008 AmCham Business Climate Survey
FRIR . 2008 £ P E LM S FEHE 5
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Financial Performance

How would you characterize your company’s financial performance
in China in 2007?

v 2007 FE LM AL SRS
Percent, 100% = 737 Companies

B4 L ,100%= 737 R/AF)

Large loss

Very profitable
*HSHR s

BHFE

Break even,
small loss

RFABE SR

Profitable
BF

Source: 2008 AmCham Business Climate Survey
FRRR . 2008 EHERLBSHERE 8

Profitability of China operations (calendar years 2002-2007)
£V 2002—200T4E B

100% = 254 236 376 203 150 737 Companies
KAE)

M Very

profitable 16% [ 15% ] "% I 0%

BHNEE -

Profitable

B

50%
65%  57%  53% 6% 64%

M Break

even,

small loss )

BYIBE / -

S — e

. 26%
Large loss 23%
4% 4% 6%
2002 2003 2004 2005 2006 200

Source: 2003-08 AmCham Business Climate Surveys 9
FREKRIR . 2003-08 FhEFRBEHKFRFE

Profitability by Length of Time in China
LW BRI R EREN T

SMEs compared to Large companies - Profitability of China
Operations

2007 NN R AT EEBRIELE

Percent, 100% = 737 Companies B4, 100%= 737 R/AF)

W Very profitable
BHEE

Il Profitable
B

I Break even, small loss
FESBESHR

Large loss
FESHR

SMEs Large Companies
Ak KAE)

Source: 2008 AmCham Business Climate Survey
FRRIR - 2008 FHEFRBHESHERE

11

What is your company'’s total China revenue for 20077
£ Ar2007FEFEE RN

Percent, 100% = 566 Companies B4t ,100%= 566 KA F]

Greater than US$100 million Less than US$1 million

HF =
FRES SIIERER
11%
24%
Between US$1
Between US$50 million and $9
million and $100 29% million
million EBA-9ER
5FA-HzExziE £xziE
Between US$10 million and
$49 million
TEIFR-4TIERETZIE
Source: 2008 AmCham Business Climate Survey 1 2
FRRIR . 2008 FRXBLRS KBRS

How did revenue of your China operations in 2007 compare to
2006 results?

20075 2 20085 FELE B E A LB

Percent, 100% = 737 Companies B4tk 100%= 737 R/AF)

W Very profitable

16%
BAEE - "
B Profitable
BREF
74%
Break even,
small loss
FYIBESH
Large loss ! ~~__
mESH 9 — . 18% ;
14% 6% o 1{9‘:;%
Less than From 2 to From 6 to More than
2 years 5 years 9 years 10 years
QU 2-b%F 6-9%F >104E
Source: 2008 AmCham Business Climate Survey
HEIRE . 2000 ETERLHSRENE 10

Percent, 100% = 658 Companies B4t ,100%= 658 RAF)

Decreased slightly  Decreased substantially
BT KiE TR
Remained the same

B 4%1%

Increased
substantially

d6% KiEK

Increased slightly

/NERE AN

Source: 2008 AmCham Business Climate Survey
FRBRIR . 2008 FHEFRBEHFRE

13
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BEES:
BEHREFE

Change in Revenue by Length of Time in China
SWEWK AR EERERNELER

Percent, 100% = 658 Companies ~ B4 Lt . 1009%6= 658 /A E]

How did operating margins of your China operations in 2007

compare to 2006 results?
1Mk 2007 45 2 2006 S 7 S FiE FEAF 4L (653)

Percent, 100% = 653 Companies B4t ,100%= 653 RAF]

[ | Increased Deteriorated substantially
;;Stf{:t'a”y Deteriorated slightly FEEL
4 K e 3[!2\
R K AL e
PN
Increased 19%
slightly
UNE RS — — Remained the
T - same
T~ B
M Remained 39%
the same
MNEETE 45% Improved slightly
P et N
49%
43%
Decreased
ARAD Source: 2008 AmCham Business Climate Survey 1 6
™~ BN . 2008 55 XHRBSAINE
0, T
8% 8% E " 77,,,,5
lessthan2 ~ From2to5  From6to9  More than 10 K . K K
years years years years Percentage of companies with increased operating margins
2R 2555 6294 10 E (calendar years 2001-2007)
Source: 2008 AmCham Business Climate Survey »I 4 2000—200732&1:6aiiﬂiﬂ@!ﬁﬁ!kﬂ‘]'ﬁﬁbh
FRRR - 2008 ER XSRS RIS
70%
Change in Revenue of China Operations
(calendar years 1999-2007)
19992007 MV EBFUN ML
100% = 146 Companies 155 231 213 334 126 658
RAT

M Increased
substantially
BEEK

20%

M Increased
slightly
HHEK

M Remained
the same
BEARF

Decreased
slightly
BETE

Decreased
substantially
RIETHB

6%

9%
2 4%

8%
0%

1999 2000 2002 2003
-2000 -2001 -2003 -2004

Source: 2001, 2002, & 2004-08 AmCham Business Climate Surveys
FRISKE . 2001, 2002, 15 2004-08 & rhER LM EIREIFE

2004
-2005

2005
-2006

2006
-2007

15

2001
Source: 2002-08 AmCham Business Climate Surveys

2002 2003 2004 2005 2006 2007

FRRIR . 2002-08 FHXFLHEHHEIRE

17
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China margins compared to worldwide margins
(calendar years1999-2007)

U EENARSHESROFBELER

100% = 115 Compames 251 18

W Significantly e M o
higher
BHRS
\ 26%
Slightly higher 28%  29%  28% 23%

B
[ Comparable \
¥ 25% |\

Slightly lower
AR

17%
Significantly 9% e 18% 3% o0% 7%
3%
lower \ | Eam | -

RHRS 0% 1% 12%  12% 8% 15%

1999 2000 2003 2004 2005 2006 2007

Source: 2000, 2001, & 2004-08 AmCham Business Climate Surveys
YPRISRIE . 2000, 2001, 2004-08 fEth £FLRSHBIRE 18

Perceived change in competition from foreign firms (2002-2008)
REFFELWHTEREN TR
100% = 115 Companies 251

W Increased
greatly %/ M 20% 20%
BEEM

Increased
slightly 42%  45%
BEEHEM 55%  99% 449 44%
7
- 57% -
o change /
BAEE / - \
° 38% s 31%
Decreased 28% 24%
TH 21%
1% 5% 3% 2% — 5% 3% 5%

2002 2003 2004 2005 2006 2007 2008

Source: 2002-08 AmCham Business Climate Surveys 21
FRRIR . 2002-08 Fh AR WS HHIRE

How did your company’s production in China change over the past year?
LW EEEEERNEES E—FLER

Percent, 100% = 486 Companies B4 LE ,100%= 486 KA F)

Decreased 1-10% Decreased 11-25%
TRe1-109%  TBE11-259%

Stayed the same
¥

Increased over 25%
EINBIL25%

Increased 1-10%

18401109
Nim—10% Increased 11-25%

#EHN11-259%

Source: 2008 AmCham Business Climate Survey 1 9
FEIKE . 2008 £ E R LS IEIEE

Perceived change in competition from PRC firms (2002-2008)
REPESWHERFENEL

100% = 102 Compames 252 351
B
M Increased 1454 1%
greatly o 0 o 0 o
SEEN o
33% \
//
M Increased
slightly
B 45%
55% 54% 43%
No change \ 45%
VA \
Decreased / 39% — .
B 38% @
17% 8% % g5y, P
10/
6% PP % % 5% 3% 2%
2002 2003 2004 2005 2006 2007 2008
Source: 2002-08 AmCham Business Climate Surveys
FROR . 2002-08 7 £ F B AHBE 20

Perceived change in competition from Imports (2007-2008)
RE#HOFSEFHENEL

100% = 127 414 ComBanies
M Increased w9
greatly
BEREM
22%
Increased 50% A
slightly P -
BEHEM e
L
No change 65%
BEEN
43%
Decreased
TR 5% 5%
2007 2008
Source: 2007-08 AmCham Business Climate Surveys 22
FRRIR . 2007-08 FHEBRHSHFIRE

What is your company’s forcast for 2008 revenue compared to 2007
results?

420084 48 L F2007 S FE AL E MV M BT
Percent, 100% = 651 Companies
Down 1-10% — Down 11-20%
Ti81-10% ’7 Ti811-20%
Remain t?%;??; I o Uﬁp 50;@0 50%
2% 10%

Bt 10096= 651 R/ E)

_Up 20-50%
#BH20-509
Up 1-10% —
#BH1-109%

Up 11-20%
#BH11-209%

Source: 2008 AmCham Business Climate Survey 23

FELRIR . 2008 FHEFRBESHHERE
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Have you / are you considering relocating out of Beijing/Shanghai

due to increased costs?
LURBAMF LIRMEEEASIBHIL RS LB

SHANGHAI RESPONDENTS
EEREEY

BEIJING RESPONDENTS
JERR Gk

Percent, 100% = 336 Companies
ES5E,100%= 336 RAE) B4, 100%= 317 KA
Yes -- To another Chinese
city or Asian Country

- RIFHCHEHTRTM
HbER \

7%

Asian Country
R-MEFNHEPERTRITME
BN

\
15%

No &
93%

Source: 2008 AmCham Business Climate Survey
FRBRIR . 2008 FhEFRBEHKTRE

Percent, 100% = 317 Companies

Yes -- To another Chinese city or

No &
85%

24

RN
WS RS

Business Strategies and Goals

Top 5 Goals & Strategies in China

SN EERKEEHE B
Percent, 100% = 716 Companies ~ E4'tt ,1009%= 716 RAF)
W #1 Goal #2-#3 Goal M #4-#5 Goal
B B = BM. B
Produce or source goods
or services in China for the 51% 20% 4% 75%
China market
EREE”, #ETETS
Import into China o
WOZmE 19% 21% 27% 67%
Produce or source goods
or services in China for the 26% 4% 56%
U.S. market

EREER. HEXETS

Produce or source goods
or services in China for other [ 28% 8%  44%
(non-U.S./non-China) markets
TEREES”, #EREE. FE
25T
Source: 2008 AmCham Business Climate Survey
FRRIR . 2008 FHREF LB EHRFE

25

How would you describe your five-year business outlook in China?

£k 5200022008 B iE M H AR B F R REIRE

100% = 160 Companles 173 254

M Optimistic
)

Slightly
Optimistic

B R

| ] Neutral

Pessimistic
/ Slightly
Pessimistic
SEXA,_S(:

B A6 51%

46%
46%
45% 43% 5

40%

AN}

489 499 45% 48%]
64%

25%

r-I

_ - 4%
° 0
2000 2001 2003 2004 2005 2006 2007 2008
Source: 2000, 2001, & 2003-08 AmCham Business Climate Surveys 26
FRBRIR . 2000, 2001, 5 2003-08 EhEFRHSHHEIRE
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Top Risks for the coming years (2007-2008) c”:ﬂ‘:’p\f;g:édtgozuoggicribe your company’s 2008 business outlook
ettt HAR200745, 22 420082 & RAREZ
2007 (100%=168 companies 100%= 168 &3] ) Percent, 100% = 620 Companies B4 Et ,100%= 620 R/AF]
W 2008 (100%= 309 companies 1009%= 308 /A3 ) Slightly more pessimistic ~ More pessimistic

B RN

Chinese economic slowdown |GGG 36
HEZFIEE EHE 339% 19%
Unchanged i
Labor costs | I 2o %
SN RAEM 20%
Increased Chinese protectionism 22% ke
qiliﬁ%?)ﬁﬁzxi%‘%i 26% More optimistic
EEBR R
Chinese financial market 20% 2R
instaoity I 207
HESRHHNRRE °
Global economic slowdown  [INEG__—_—_ °0% S"%*“'.ytmofe
LERAFHKEERE 16% optimistic
B 4 R
RMB appreciation |G 0% . S8 AmCham B Cimate s
0, ource: mCham Business Climate Survey
ARTHE 12% FRKIR . 2008 EFHREFRBHEHFFE 29
Deterioration of Sino- o
U.S. relations I 192/37
REXABL ? How does China rank in your company’s near-term global
Labor shortages NN 162 investment plans?
B pbetid 13% P EHHELWIEHLIRR T IR PEHES
Percent, 100% = 595 Companies B4 ,100%= 595 KA S
Increased bureaucracy [N 13%
(e 149 Not a high priority
Source: 2007-08 AmCham Business Climate Surveys 27 *Eﬁt% H'Jﬁu L
FRIRIE . 2007-08 EPEH LA EIERES o Number one priority
One among many FDI HeE—

destinations
RERFMZ— 16%

27%

What should AmCham’s government advocacy priorities be in 2008?
2008 hEEEH & S5EHAEBRFIEX RS RATHHEE
Percent, 100% = 260 Companies E4LE, 1009%= 2605 /A 3)

W #1 Priority I #2 Priority #3 Priority
Hit Rik F=®IN

Top-three priority

HRB =
Market Access 26% 8% 6% 20%
AN ° ° ° ° Source: 2008 AmCham Business Climate Survey 30
FRBKRIR . 2008 EHEFRBEHERE
VS oy 15% T 9%  34%
el o Rich Top risks for the coming years
mellectal Propery e L 8% 8% FRILEFTEBHNEERL
Percent, 100% = 309 Companies BS ., 1009%= 309 RAT
Labor Relations/HR
saxraAnzn DAL & 2% W #IRsk  W#2Risk #3Risk
Promoting Central BE—HkE RBEZOHEK  BE=O&
Government transparency 12% 28% . .
- : Chinese economic slowdown 20% AN 8%  36%
AR R IE B EEEHE RN . C
National treatment /
Ngn-q;zsgtriir;ina{gon 7% 9% 9% 25% Lab?fa;%%? 6% 14% 9%  29%
ERFBT NEFB e
Provincial Enforcement Increased Chinese protectionism |ENEA GANA% 22%
of Central Government BFFERRPEX
i 0y 0/
g\gﬁl::v;i/g?ﬂ;g?; B 1% Chinese financial market instability [IEZYSN 6% 20%
ﬂa%iﬂﬁ/ FEERTHNAREN
S. P i Global economic slowdown |EZARNEAN 6%  20%
et 7% 18% SEFEREENE car
RMB appreciation 7%  20%
Stand%(g; 30 8% 17% ARMBHE

Deterioration ofSino—U.S.%eIations A 8%  19%

U.S. Export Controls 20/ 129% FRXREN
F3=[SRE-LT 5% | 5% RUE Labor sslc;;tage CAT013% 16%
SHMARRE
RMB currency revaluation
SO RN 5% 11% Increased bureaucracy PR 4% 13%
AR®CEsE B 5% 1% FENBHER ’
Source: 2008 AmCham Business Climate Survey 28 Source: 2008 AmCham Business Climate Survey
ARRIE . 2008 FREFRYFAERE ARRIE . 2008 EREFRHSHERE 31
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BEES:
BEHREFE

How have your company’s operations changed in the past year?
SUETIEEENHEHENL

Percent, 100% = 509 Companies B4 L 100%= 509 RAF)

M Increased greatly Increased somewhat
PN B I
Overall China

business activities 59% 93%

ARENEBHEEDN
Production capacity 53% 79%
e

China market-share
HE S HA 61% 77%
Products/services
provided in China 59% 74%
TEREN~ /RS

Designand R & D
operations/facilities 51% 67%

WML AR/ R &
Export volume from China  gepay 429% o
BRE L O 0 8%
Control of
distribution network 47% 54%
X545 M 4 Ay 1R
Import volume to
China 41% 53%
XA E R O

Source: 2008 AmCham Business Climate Survey 32
ARRE . 2008 ERERLB S HERE

Expansion strategy - In 2008, does your company plan to...
20084 Sk P AT R TR

Percent, 100% = 586 Companies
W Highly likely
Acquire a local Chinese
company’s assets B¥ 12%  17%

WH—RAEREATHE>
Acquire a local

Chinese company & 16%  23%
Wl—RAEAL AT
Invest in design and R&D

operations 32% 49%

ey syl

B4 L, 100%= 586 RAF)

FEETRE Likely ®J&€

Boend corocy TR
b NG

Source: 2008 AmCham Business Climate Survey 33
FERIR . 2008 FHEFLHSARIRE

Estimated increase in investment in China operations for 2008
&b 33 F2008 5 FE AR PR R B U

Percent, 100% = 584 Companies

E4E 100%= 584 R4 T

No expansion planned 1-10%
REY KT 2996 A IAHIB KR
% 1-10%
over 50% 10%
1098 By I A 3K

3% 509 BlE

21-50%
1896 f A K
&% 21-50%

11-20%

33% My WiIN A
B 11-20%
Source: 2008 AmCham Business Climate Survey 34
FELRIR . 2008 FHEFRBHSHERE

Did your company pursue an acquisition of a PRC company or a
PRC company'’s assets in the last 24 months?

RTEEREIMENXENNE —KPEF LW HHE~?

Percent, 100% = 558 Companies

B4 L, 100%= 558 R/ F]

Yes, and completed some acquisitions

=2 BELTM T — LK ME)
No, but considered
R ABZET

Yes, and still in the process of
acquisition

20 BE#R TR
Yes, but failed to complete

some acquisitions
R BRI E KK

No, didn’t consider
EWINsZ 3:-s01

Source: 2008 AmCham Business Climate Survey 35
AERIR . 2008 FHEFRFSHRIRE

Did your company pursue an acquisition of a PRC company or a
PRC company’s assets in the last 24 months? (2005-2008)

2005-2008<F E R B G WM E — R P EAF L oW H B~

100% =

161 558 Companies
AT

W Yes
26

23% 24%

M No, but considered
K ABREZ S

24% 21%

No, didn't consider
$._H$%J,§ﬁ‘l|$(m

7

60% 60%

53% 55%

2005 2006 2007 2008

source: 2005-08 AmCham Business Climate Surveys 36
FOBRIR . 2005-08 FHRXB LB FHHIFE

Top 5 Reasons for Pursuing M&A in China
SUHBHAKEERA

Percent, 100% = 299 Companies

B4 ,100%= 299 RA S

M #1 Purpose B #2-#3 Purpose #4-#5 Purpose

HEREA BZ. ZNREA BN, AfRRA
Market access 399 A 4% 60%
LETIN : 2 °
Enlarge the
customer base 15% 29% 8% 52%
Y REFE

Acauire capactly  EEE 22% 1% 45%
Acquire distribution in
Siengn «
saxaEas ) pen AL 10%  30%
Acquire a respected

local brand 14% 27%

RGHMHEEN R

Source: 2008 AmCham Business Climate Survey 37
FRRIE - 2008 FHREFRBSHERE
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Top 5 Challenges in Pursuing M&A in China
HEEHN AR EEHE

Percent, 100% = 261 Companies

E4EE ,100%= 261 RAF)

M #1 Challenge
R

W #2-#3 Challenge
BZ. ZuRA

o 4

#4-#5 Challenge
BN, AfIRRA

Negotiation of
valuation gap
BN ESES

Conducting private due
dgence 0% 5
RIRAEEHE

Negotiating letter of intent

sREmbEyEe A Gl 3%

Obtaining government
oporoct % o

e sl 2%

Transparency of

regulations

ERMAERE

Source: 2008 AmCham Business Climate Survey 38
FRKIE . 2008 FhEFRBSAERE

Top 5 Reasons for Failing to Complete M&A in China
HEEHRMHEXEERE

Percent, 100% = 211 Companies

B4 EE,100%= 211 RAF)

M #1 Reason Il #2-#3 Reason #4-#5 Reason
HERE BZ. =fERA EBH. AARER

Unbridgeable gap in

valuation expectations 14% 20% 9%  43%

EXFBUMBERK

Acquiring company’s
strategy changed 21% S 5% 35%
Fad R R EEKL

Due diligence revealed
target company had
financial problems

13% 16% 5% 34%

RIRAZE B R H M REFE
T 45 je) 7

Original target company’s
market or distribution
position overstated
FIREH BT HH DR
REEKR

6% 16% 9% 31%

Due diligence revealed
target company had legal

problems  [RUET e 8%  28%
REVAERAH MM RFE
e
Source: 2008 AmCham Business Climate Survey 39
ARKRIR . 2008 FhEXFHRHFRRRE

Economic and Regulatory
Environment

How will China’s new Enterprise Income Tax law, which took
effect on January 1, 2008 and applies a 25% income tax on both
domestic and foreign firms, affect your business strategy?
2008£E1 A 1H AR E0FT (EAFREHIE) BRMREWFREHRBRE—
H25% , H 3t & Wb B9 E IR R

Percent, 100% = 514 Companies

EHLEE,100%= 514 R/ F)
Will trigger significant

expansion of investmentj‘
RAEPEIEM \‘ — Will trigger significant

_ ) | decrease in investment

Will trigger minor ——— | / | [N

expansion of investment RARERS ‘
BARBERN Will trigger minor

decrease in investment
BABHRD

No impact
20

Source: 2008 AmCham Business Climate Survey 40
FEBRIR . 2008 FHREFRHFARRE

How important were favorable PRC tax policies for your initial
decision to invest in China?

BB MBERM S LR R R TP ENER

Percent, 100% = 499 Companies

B4, 100%= 499R A 5]

Critically important
DEE

Very important

FEEE Not important

2%  FEET

Slightly important
BHER

Source: 2008 AmCham Business Climate Survey 41
FRBRIR . 2008 FHREFRHSHHRE
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How would a 5% RMB appreciation/weaker U.S. dollar in the
next 12 months affect your business?

FR—EFED, A\RTMETI%HFHERE B3 W EIR0E

Percent, 100% = 593 Companies

Would squeeze margins, but

no long-term impact
TRKBOFIER BRSEKGRN
No impact

i

Would boost profitability
TTREfEFEIE &

Would import more
materials/equipment from the U.S.
and/or overseas
SRS M X E BB SNE O MR AR &

Would seriously re-evaluate China
expansion plans
X E R R TIAR MBI

Would source more
materials/equipment in China
STRESS M AR E S AR SR &

Source: 2008 AmCham Business Climate Survey
FRIRIR . 2008 EhEFRBSHFREE

B4 bk, 100%= 5935 /A 5

S
I
.

B

B

B

42

Effective July 1, 2007, PRC export-tax rebates (VAT) were scrapped
or reduced on more than 2,000 goods. What has been / will be
the impact of increased China-based supply-chain costs on your

profitability?

2007 £7R1B#ATHYH OB EBEREUH S K T 200045 5% R a9 H
E, LkeyPEANERARI WM

Percent, 100% = 260 Companies

Stay the same
TEK

Source: 2008 AmCham Business Climate Survey
FEBRIR . 2008 FHEFLHSARRE

B4 b, 100%= 2605 /A 5]

40%
Profitability
decrease of 2-8%
W 257 B T B

43

How would you rate Chinese domestic banks’ ability to provide the
banking services your company needs?

PEFLRITRHRSHIRED

Percent, 100% = 518 Companies

B9 t,100%= 518K A5
Can provide some financial
instruments, but lack sophisticated _ 50%
management tools
REBRME—LSMTR BREDRA
HEEFR

Lack serious financial 219
management tools °

FERZMESEERIR

Can handle transactions similar to
the U.S./Europe - 17%

REBFEE REUNRT—HREL 5

Would change choice of banking

partner with entry of foreign banks 16%
FERESMASRITRIEN BRIk - ?
Ptz

Our company does not use

Chinese banks because of poor .
tools and services . 8%

BTN MAN X 5IRS
BN EAFERLRT
Can handle transactions similar to o
Korea and Taiwan . 8%
REBREER & TRIT—ALEL S

Source: 2008 AmCham Business Climate Survey 44
FRRIR . 2008 FHEFRHSHERE

To what extent do you believe China’s recent economic reforms
(last 3 years (2005-2007)) have improved the climate for U.S.
business in China?

P EE HE 5 (20055 - 2007 ) R E £ W A i SR MM ERE

Percent, 100% = 571 Companies

B4, 100%= 5715 /A F)

To a very great
extent

LEEPN:iE

Not at all
TERE

34%
To a great extent
RAEE
To some extent
—ERE
Source: 2008 AmCham Business Climate Survey 45
FRISE . 2008 EhEFLHSIEIAE
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To what extent do you believe China’s recent economic reforms (last
3 years) have improved the climate for U.S. business in China?
200220085, M “FE=FPELEFHEWEE LW FEEEFING
RREE" MR

100% = 208 Companies 254 236 352 140 571
RAE

W Toavery
great extent ERIA
LEEPN:bEES:
M To a great
extent
RAEE
To some
extent
—ERE
Not at all 47%
TEERE
329 31% 37%
S —
5% 0% - 7% % 9%
2002 2003 2004 2005 2007 2008
Source: 2002-05 & 2007-08 AmCham Business Climate Surveys
ORI . 2002-05 15 200708 45oh % A2 4 SR RS 46

Has your company been affected by China’s RoHS (Reduction of
Hazardous Substances) regulations?

EUFPE (BFESFRSRIFEENE) HRERE. ..

Percent, 100% = 562 Companies &4 tt,1009%= 5625 /A 3]

To a large/great degree
RAEE

Somewhat
—ERE
No
REFM
Source: 2008 AmCham Business Climate Survey
FRRR - 2008 £ EHRBHSHHHE 47

To what extent do you believe the quality of the U.S.-China
commercial relationship affects your business? (2007-2008)
EHASXFRBEMLWEERIRWEE

100% = 141 Companies 261
RATF)
To a very great extent 16% 23%
FEEX
M To a great extent
R
38% 2
To some extent o
I Not at all .
RLRH 40% 38%
2007 2008
Source: 2007-08 AmCham Business Climate Surveys
FERIR . 2007-08 FHEFRBHEHERE 48

How would you rate China’s implementation to date of its WTO
commitments?

A3 ohE BT At RE R
Percent, 100% = 548 Companies

H4EL, 100%= 548R/AF]

Unacceptable
BE
Good

7\ 1%3% Poor
=

Superior
REF

21%

Adequate

Source: 2008 AmCham Business Climate Survey
FRIEE . 2008 Erh £ SHBERE 49

Compared to 2006, please rate the welcomeness of foreign
companies to participate and compete in the CHINESE market

LLEF20085F, 5P 2 W B S5H RS T PETHHERDERE

Percent, 100% = 260 Companies

B4k, 10096= 26045

M Increasingly Unwelcome
LSRR 200

Increasingly Welcome
RESiSaveu]

28%

Your view of the actual situation
ETXRERNEER

31%

Perception in the Chinese media
HERENER

26%
Perception in the Foreign media
E MR IR

Source: 2008 AmCham Business Climate Survey O
R . 2008 A 25 ARIE 5
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EEES:

WEHREFE
Perceived Welcomeness of Foreign Companies to Participate /
Compete in the Chinese Market by Length of Company’s Time in Key |Ssues and Cha"enges
China
A 10451 B 5= ot 25 El 2= 3R . .
EUEFRENRESHIAELSSARF TPATHRFNIRLER How does 2007 compare with 2006 in terms of ease of travel to
Percent, 100% = 229 Companies  E4)t, 100%= 229 /A5 the U.S. for Chinese citizens?
) ) #0200 £ 48 LL , 2007 hE AR EFE A EAY T
W Increasingly Unwelcome Increasingly Welcome
SR #5220 SRR kD Percent, 100% = 477 Companies &4 Lk, 1009%= 4775 /A5
2007 more difficult than — 2007 significantly more difficult
Less than 2 years 29% 2006 to obtain visas than 2006 to obtain visas

<ot

From 2 to 5 years
2-5%F[8)

LLER R | EEER

33% 2007 significantly k ‘
easier than 2006 .

to obtain visas

About the same,

From 6 to 9 years 25%

6-94F 8 LLBRES 2007 and
More than 10 years 28% 5%06 (letqtually
>104E ifficult to
obtain visas
Source: 2008 AmCham Business Climate Survey 2007 easier EREE
FRIRIR . 2008 EREFLHEARIAE 51 than 2006 to
obtain visas
HNES
Compared to 2006, please rate the welcomeness of foreign 20%
companies to participate and compete in the U.S. market y
LEBF20064F, Sh i B 5 TR TEEH RN Z RIDEE £ About the same, 2007 and
2006 not difficult to obtain visas
Percent, 100% = 260 Companies E4LE, 1009%= 2605 /A 3) REXE
M Increasingly Unwelcome Increasingly Welcome Source: 2008 AmCham Business Climate Survey 53
FRIKIR . 2008 EREF LS HTRE
HEBAREV R IR i

Your view of the
g;}fﬁ%;ﬂ;ﬁ%@ 2 How important is the protection of intellectual property rights (IPR)
to your business?
MRERRIPHASEENEEY
Peé%?r?é?:rg]eg}g 239% Percent, 100% = 554 Companies ~ E4}Lt,100%= 5545 /A5
REE AR R Critically important Not important
HIEE rEE
Perception in the
Foreign media 20%
SMER IR Slightly important
BAEE
Source: 2008 AmCham Business Climate Survey
TRICR . 2008 % XA B S EIBE 52 23%
Very important
FEEE
Source: 2008 AmCham Business Climate Survey
TR . 2008 P ABR TS HAAE 54
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How would you rate China’s enforcement of intellectual property What is the breadth of infringing products (of your company’s
rights (IPR)? products) originating from China?

AP EBFERRFERRFHRIT DA TEG 200720084 i H th EI B9 R4 7= S PR SH 18 RSB R

Percent, 100% = 389 Companies 4L, 100%6= 389K /AF) 100% = 41 Companies 175

RAE

Very effective  Totally ineffective
FEER  meEH

In China, and exports

of Chinese counterfeits 229 20%
Effective in global markets B
R EXmiH Ry A e —
i it ] 18%

In China, and
exports of Chinese
counterfeits in other
Asian markets

E X R AT
TS

Ineffective
62% R M |PR infringements
in China market
only
Source: 2008 AmCham Business Climate Survey REFETHHEESE
FROR . 2008 % TR M5 AEEE 55 2007 2008
Source: 2007-08 AmCham Business Climate Surveys
FRRIR . 2007-08 EHEFIFESHFIAE 58
In the last year, the volume of counterfeits of my organization’s If you have taken ADMINISTRATIVE action on IPR cases, how
products produced in China has... satisfied were you with the level of cooperation from the relevant
dE—FEeWERBHENRETEL...... PRC officials?
SWEETEFEITERRITAN, 3 SHEXBAFSERSERANBRE
Percent, 100% = 336 Companies B, 100%= 3365 /A 3]
Percent, 100% = 230 Companies B L, 10096= 23052 F)
Decreased
BER D Increased Very disigtisfleg Very satisfied
12% HEEM EERHR EEHE
Somewhat
dissatisfied S 6%
RRHR
Somewhat
Stayed the same satisfied
BF BHR
Neutral
RS E
Source: 2008 AmCham Business Climate Survey
FRR . 2008 7 4 £FR S AHBE 56
Source: 2008 AmCham Business Climate Survey
FROR . 2008 7 X RR RS AEIBE 59
What is the extent of damage caused by China-originating IPR
infringements of your company’s products? If you have taken administrative action on IPR cases, do you think
BRTFPEDRERERE AN L SRERNRERE the results will deter other infringers?
7~ =i i A T 7T 5
Fercent, 100% = 351 Companies B FL 100 TRLT LW BERBITAHREERESUHMERREXRMNITHFENRRER
Causes material damage to Percent, 100% = 179 Companies B4, 1009%6= 179 /A 5)
global operations Strong deterrence
MERZEFKRMERE RK
No deterrence
TER
Causes material
damage to
China operations
XREMEE AR
Atk Some
Minimal impact det:z;ice
A . —ETE
L Little deterrence =
R
Source: 2008 AmCham Business Climate Survey Source: 2008 AmCham Business Climate Survey
ORI . 2008 75 h A 2R 5 SRR 57 FORSR . 2008 75 % 2 % SR 60
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RN
WS RS

If you have brought any infringements to COURT, were you
satisfied with the level of cooperation from the PRC courts?

YEWERRITAREEEN, MEPERENXEERANHERE

Which of the following measures do you use to protect your
intellectual property?

b R HTIR = AR AT R BB HE e 2

Percent, 100% = 187 Companies B, 100%= 1875R/AF)

Very dissatisfied Very satisfied
FERHR FEHE
Somewhat
dissatisfied
FERHR Somewhat
satisfied
BLHE
Neutral 50%
FRSSE
Source: 2008 AmCham Business Climate Survey
FRIR . 2008 £ EHRH S FAME 61

If you have brought any infringements to court, do you think the
results will deter other infringers?

EUBRBITAHREEEEMEBERRELMUTARMEILER

Percent, 100% = 179 Companies &4t ,1009%6= 179 R/AF]

Strong deterrence
BRAWEA

No deterrence
REER

) Some deterrence
Little deterrence RINTER

RANBITER

Source: 2008 AmCham Business Climate Survey 62
FELRIR . 2008 FHEFRBHSHRRE

The most important IPR issues to respondents’ businesses are ...
HEWEEREENMAFREES. .....
Percent, 100% = 209 Companies

B4tk 1009%= 209 ZR/AE)

M Most Important Important
RAEE Ex3

Trademarks

Company name

protection 29% 49%

M ZFRRY

Copyrights 35% 26%
HRAX

Trade secrets

el 10% 35% 45%
Other IP rights
AR RE 33% 40%
feinez
Design patents o
ity I 2% 39%
Invention patents ® 5
BT 8% 22% 30%
Source: 2008 AmCham Business Climate Survey
FRKIE . 2008 EHEFRBHEHFRFE 63

Percent, 100% = 317 Companies B4, 100%= 317 R/AT)

M Dedicate full-time resources Dedicate part-time resources

LRARBRA FRA RN
Register trademarks and
patents in China 51% 80%
EREFRERFSREE R
Require employees to sign
non-compete clauses 46% 79%
BERERFITZWEEHY
Separate functions to keep
technological details secret 34% 58%
RESTFNREEAAT
Use specific data protection
infrastructure to protect IPR o, 9
EREIBEPFART . 5%
R4

Pursue legal action against
violators 28% 45%
WERREFEER
Screen job candidates for
IPR-related issues
BRI R R U B 35%
PEHTIE N B E N — TR

Use physical surveillance
equipment 24% 38%
ERAYELENRE

Pursue enforcement though

AIC (trademarks) or IP Office
(patents). 25% 36%

B TR 7B ) (B#R) S AmiR

PRI E (RRAR) #EATHE

Have a special market
monitoring program to track
Chinese competitors for
infringing products 2% 33%
FENENHHBENREGR
RERPET RN FHEE” R

Source: 2008 AmCham Business Climate Survey 4
RSN . 2008 4 B2 5 A 6

In what areas would you want to see the Chinese government
strengthen its role in facilitating sourcing in China?

LU FBPEBFFER/L A TR RS, LM PR RE?

Percent, 100% = 504 Companies

B4tL, 1009%6= 504R/AF)
Manufacturers’ qualifications
IR R R
Information to help identify who
sevnses~ NG
B ENIRBIVRLL ] 15 7 e 0 2
T~ RHER
| do not want the Chinese
government to get more 34%
involved in facilitating sourcing °
BAFETEBFE SN
NEHERN R MG Y (o) 7L

Information on manufacturers’ 3%
environmental protection record _ °
HEHHARLRER

Details on manufacturers’ labor

IR RS S AT

Source: 2008 AmCham Business Climate Survey
FRKR - 2008 FHEHRBEFHTE 65
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How has the volume of products your company sources from
China changed from last year? (2007-2008)

MEEMAL, LR PEN-RBEERL

100% = 25 Companies 420
RAT
Significant increase 12% 13%
k2] EE— —
M Increase
BRI
Stayed the same 60% 50%
¥
Decrease
BRTRD
34%
24%
L
2007 2008
Source: 2007-08 AmCham Business Climate Surveys
FROR . 200708 % X B ARSI EAE 66

What changes do you expect in the volume of products sourced
from China in 2008?

£ Mk %2008 W o BRI G B B THA

Percent, 100% = 423 Companies

BEL . 10096= 423K /A 8)

Decrease —  — Significant decrease
RS || BEES
L — Significant increase
ZEEM

Stay the same
MEFERTE

’ Increase
B

Source: 2008 AmCham Business Climate Sur\/Ey
TR . 2008 F hEHAT 5 REHE 67

How has pollution affected your business in China?
MRFRR AT EPEEEHM
Percent, 100% = 482 Companies

E4EL. 1009 482 RAF)

and their families

PR TRRBAORE
Raises health care costs _ 1%
BINT DA RBAEAXE °

Makes it difficult to o
recruit people - 27%
BINT BHEANT HEE
Reduces efficiency or
effectiveness of operations -
FBARZE R ER RS

26%

Forced us to relocate facilities I 9%
BES VT ?

Source: 2008 AmCham Business Climate Survey 68
FRERIR . 2008 FrhEFRBSHERE
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