2015 CHINA ECONOMIC
SENTIMENT SURVEY

15th December, 2015




WHY CONDUCT A SURVEY?

To understand the opinions of members of the China business and
professional communities on a range of topics relating to the China
economy, including:

China’s Economic Outlook for 2016

The Confidence from Business

The Driving Factors for Growth

The Effects of China Economic Policies on Business
Company’s Overseas Expansion

The China-Australia Free Trade Agreement

The Challenges and Risks
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SURVEY DESIGN & METHODOLOGY

» Online web-based questionnaire to collect quantitative data

» Conducted between 11 November to 22 November, 2015

» 204 respondents

» Finance, accounting and business professionals from the following

industries:

Public Practice - CPA firms Healthcare
Energy/Chemical I'T/Technology
Financial Services Consumer products
Manufacturing Retail

Property
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CHINA'S ECONOMIC OUTLOOK




BUSINESS CONFIDENCE ON 2016 ECONOMY

Very pessimistic Don't Know

0.5%
o 1.5%
Somewhat pessimistic

9.8% T~

Very confident
9.8%

Neither confident nor

pessimistic /
37.3%
Somewhat confident

41.1%

How confident are you about China’s economic outlook for 2016?
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The EXPECATION OF CHINA'S GDP GROWTH IN 2016

41.8%

36.5%

11.8%

7.4%

1.5% 1%

6.49% or below 6.5% to 6.99% 7% to 7.49% 7.5% to 7.99% 8% or above Don't know

What do you expect China’s GDP growth rate will be in 20167
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COMPANIES’ EXPECTED REVENUE FOR 2016

Don't Know
3.9%
_____—Significantly increase
(an increase of 30% or more)
5.4%

Significantly decrease
(a fall of 30% or more)

1.5% \

Decrease

(a fall of 2% to 29%)
13.2%

. Increase
Remain largely the same (An increase of 2% to 29%)
(increase or decrease
49.5%

less than 2%)
26.5%

In comparison to 2015, do you expect the revenue generated in China by your
enterprise for 2016 will ....?
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COMPANIES' EXPECTED CAPITAL EXPENDITURE
FOR 2016

Significantly decrease

(a fall of 30% or more) \ 4.4%
0.5% / Don't Know

5.9%

Significantly increase
(anincrease of 30% or more)

Decrease
(a fall of 2% to 29%)

11.2%

T~

Remain largely the same
(increase or decrease
less than 2%)

32.7%

Increase
(anincrease of 2% to 29%)

45.3%

By what percentage do you believe your company’s capital expenditure in
Chinain 2016 will change from 20157
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CHANGES ON COMPANY HEADCOUNT

29.9%
17.2% 17.2%
13.7%
10.3%
5.4%
3.9%
2.5%
Increase by 10% or  Increase by 5% to Increase by 0.1% to  Remain the same Decrease by 0.1% to Decrease by 5% to Decrease by 10% or Don’t know

more 9.9% 4.9% 4.9% 9.9% more

By what percentage range do you think your company’s headcount in China
will change during 20167
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SALARY CHANGES IN 2016

83%
|

33.8%

Increase by 21% or Increase by 16% to Increase by 11% to Increase by 6% to  Increase by 5% or  Remain the same Decrease Don’t know
more 20% 15% 10% below

What percentage range do you expect your personal salary will change in 20167
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FACTORS DRIVING THE
ECONOMIC GROWTH




POSITIVE IMPACTS ON CHINA'S ECONOMY 2016

29.4%

15.2%
11.3%
()
3.8% 8.8% 8.8%
4.9% 4.4%
0,
3.4% 2.5%
0,
1% 0.5%
PoI|C|etsth|d|ng Belt a(r;d Reftortm of  Devaluation Goingout k1)'he RMB Tr;ehcreat.lon Urbanization Reduction in Don’t Increase Others
e B?a. state- of RMB strategy ecoming  of the Asian lending rates Know in US
transformation | Initiative owned encouraging one of the Infrastructure interest
to an enterprises overseas currencies  Investment rates
innovative, expansion in the Bank
intelligence-led and IMF’S SDR
economy investment

Which of the following factors do you think will most positively impact on China’s

economy in 20167
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INDUSTRIES CONTRIBUTE MOST TO CHINA'S
ECONOMIC GROWTH

* Retail: food & beverage; entertainment & leisure

19.6%
12.8%
12.2%
0,
10-8%  10.3%
7.4%
4.9%
4.4% 399% 3.9%
[V)
25% 29 1.9% »
° 1% 5% 05%
N o 2 S 2 > e Q Q& ) N N NS < -2 Q
o\ooo 6°é \)é'& ‘3\& ea’é& \)i\(& Q,<°\ ¢ N ’ (,’00 \é\o ’\""0(1 06@ ?}Q} (060§ 0\?@ 6&6\ 0\&&
(\'(\Q Q&o "}S Q;’Ql Q/'b\ S(bé’ o Q,’b\ %bo OQ\' Ny (\6\ <& <9 (\b oé\(’
4 & \<b QO & (\Q \ B Q \&0 v\} > b
\ & N S S
A\ Q@ & 2 @7’ 0@0 & .‘;_)\(\
N S N &
(IO rbob <& 64(2,
& ¥
S
N

Which of the following industries do you believe will make the most contribution to

China’s 2016 economic growth?
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THE FACTORS CONTRIBUTE TO COMPANY REVENUE

Market expansion 22.3%
Competitive existing products or services 15.2%
Increasing sales 13.4%
New products or services 11.6%

Growing e-commerce presence 8%

Favourable policies for the industry 8%
Increased spending on marketing and promotions 6.2%
Cost reduction 5.4%
Increased investment in assets 4.5%

Improved business management 2.7%

Other 1.8%

Easy access to funding 0.9%

Which of the following factors do you believe will make the largest contribution to
revenue growth?
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ECONOMIC POLICIES BENEFIT COMPANY'S BUSEINESS

20.7%
14.8%
13.3%
10.3% 10.3%
9.4% 9.4%
5.4%
3.9%

2.5%
Governmental |Beltand Road  State Owned China-Australia  Reduction in  Free trade zones  Don'tknow  Shanghai-Hong Asian Other

policies to Initiative Enterprise Free Trade lending rates with more Kong Stock Infrastructure

support the mass Reform Agreement integrated Connect Investment Bank

entrepreneurship

functions (e.g.
and innovation

Shanghai,
Guangdong —
Nansha,
Henggqin,
Qianhai)

In your opinion which of the following economic policy do you think will most
benefit your company’s business?
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THE SUPPORT ON MASS ENTERPRENEURSHIP
AND INNOVATION

18.1% 18.1%

16.2%

11.3%

4.9%

2% 2%

The increase in Reducing or Improvements
funding the waiving tax to the
available to  for qualifying  regulatory

innovative and SMEs system,
entrepreneurial including
businesses simplify
business

administration
and registration

Don'know

Encourage the
overseas talentdevelopment of professional

science and training of local
technology
intermediary

Increase Develop world- Other
intellectual  class research

property institutions and

protection universities

Under the government’s support to boost mass entrepreneurship and innovation,
which policy do you believe will benefit your company the most?
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GOING ABROAD
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OVERSEAS INVESTMENT

Decrease

5.4% \

Don’t know \
11.3%

Remain the Same

14.2%
My company does not
Increase __—— invest overseas
19.6% 49.5%

In the past 12 months, your company’s overseas investment...?
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THE BELT AND ROAD INITIATIVE

37.3%
10.3%
88% _
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Remarks:
* Professional services: e.g. accounting and taxation consulting firms

A Retail: e.g. food & beverage; entertainment & leisure

Which of the following industries in China do you think will benefit the most from
the Belt and Road Initiative?
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THE CHINA-AUSTRALIA FREE TRADE AGREEMENT

23%
16.8%
16.1%
12.4%
8.8% 8.4%
5.5% 5.5%
3.3%
The agreement Increase Increase trading Increase talent Don't know Increase Set up Increase Increase
will not impact business activities with exchanges investment into  companies or  competition for competition with
my company’s opportunities for Australia between two Australia joint ventures in talent your company
business professional countries Australia
services

What impacts do you believe from the China-Australia Free Trade Agreement may bring
to your company’s business in future? (Multiple options)
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CHALLENGES AND RISKS




CHALLENGES OF CHINA'S ECONOMY AND BUSINESS

Rising costs

Falling demand for exports from key markets

Slowing domestic consumption

A rise in non-performing loans in the banking sector
Devaluation of the RMB

Slow growth in the property market

The shadow banking system

Slow rates of growth in the US, EU and Japan

Increasing competition from India and other neighbouring countries
High cost of borrowing in China

Slowing credit growth

Increase US interest rates

| do not expect China to face economic challenges in 2016
Other

Don't know

Slowing domestic economy

Increasing competition from domestic and overseas markets
Rising operation and labour costs
Talents retention

Weak growth in overseas markets
Market access barries in your sector
Shortage of qualified employees

High cost of borrowing in China
Environment pollution

Other

Devaluation of the RMB

Increase in the value of the US dollar
Lack of intellectual property protection
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19.6%
19.1%
18.1%
9.3%
5.9%
5.4%
3.9%
3.4% . :
3.4% What is the main challenge for
2%;% China’s economy in 20167?
1.5%
1.5%
1.5%
1.0%
38.2%
17.2%
13.2%
11.8%
4.4%
4.4% _ _
3.9% Which of the following factors do
2.5% : ; ;
1_505/ you believe is the greatest risk
1.5% your company facing in China?
0.5%
0.5%
0.5%
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Q&A SESSION

Mr Kevin Ng
North China Committee President of CPA Australia

Mr Kenny Lam
East and Central China Committee President of CPA Australia

Mr Peter Kung
South China Committee President of CPA Australia
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