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ABOUT THE SURVEY

The survey was conducted from 20 November to 9
December 2019. A total of 242 responses were received
from CPA Australia members residing in China.
Respondents came from a wide range of industries
including financial services, CPA accounting services,
manufacturing, IT / technology, energy / chemical, real
estate, healthcare, and education.

This report is current as at 16 January 2020.

ABOUT CPA AUSTRALIA

CPA Australia is one of the world’s largest accounting
bodies with more than 164,000 members working in 150
countries and regions of the world, including over 19,000
members in the Greater China region. CPA Australia has
offices in Beijing, Guangzhou, Hong Kong and Shanghai
to support members and to facilitate cooperation and
exchange with China’s accountancy profession.
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The survey was conducted before the signing of the

‘ohase one’ trade deal between China and the US, and the
outbreak of the novel coronavirus. Therefore, the results do
not necessarily reflect any potential consequences, positive
or negative, of these events.

It is uncertain how the novel coronavirus will impact
China’s economy, although experience with similar events
indicates that the economy should go through a large
decline in activity followed shortly thereafter by a sharp
recovery. At the time of writing, the International Monetary
Fund’s managing director Kristalina Georgieva expects
the coronavirus to have a "V-shaped impact” on China’s
economy, with a sharp decline in activity followed by a
sharp recovery.

CPA Australia recommends that businesses going through
difficulties seek professional advice. CPA Australia also
have a range of resources to assist small and medium-sized
businesses manage through difficult times.
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FOREWORD &I&

As one of the world's largest professional accounting bodies,
CPA Australia is committed to supporting its members, the
larger accountancy profession, and the broader business
community through identifying economic and business
trends that assist in business planning and forecasting.

It is in this context that we have prepared this report on

the 2020 China Economic and Business Sentiment survey —
CPA Australia’s annual survey on Mainland China’s economic
and business conditions.

The outlook for China in 2020 is generally positive following
a challenging 2019. Economic data announced in Q4 2019
suggests that China’s economy is beginning to stabilise after
a period of slowing growth. Further, the signing of a ‘phase
one’ trade deal in January 2020 between China and the US
should provide a boost to the economy, trade, and business
confidence in 2020.

This generally positive outlook for 2020 is also built on the
resilience of China's business sector in responding to the
challenges of 2019 - slowing global and domestic growth,
and trade uncertainties. These challenges typically provoke
a more short-term focus; however, the results of our survey
show that many continue to invest in high-quality and
sustainable growth. Government policies such as tax reform
and business fee cuts, supply-side financial reform, and
incentives to invest in innovation and technology appear to
have been successful in supporting business through this
challenging period while encouraging a longer-term focus.

Through this survey, CPA Australia has gathered the views of
accounting and finance professionals on China’s economic
and business environment for 2020, as well as collecting

their views on technology trends in business. We also sought
to gauge member opinions on a number of salient issues
including tax reform and the Belt and Road Initiative. We
hope this report assists our members, accounting and finance
professionals and business leaders with their planning and
forecasting for 2020.

As an organisation with over 19,000 members in China, we
remain confident in China’s growth prospects and business
outlook for 2020.

(Hguatt

Dr Gary Pflugrath CPA (Aust.)
Executive General Manager, Policy and Advocacy

Gary Pflugrathifi+
BNSH RSB RS EBNHITEZE BMEMSITIm

16 January 2020 | 2020£1H16H
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5.5% or above 2% or above headcount

= 69* 50
<: 5 {c 61>  60%

Adoption Improved
of emerging China-US
technologies™ relations
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_ BUSINESS
STRATEGIC
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IN 2020
)

______________________________________ 1 Attracting, retaining
and developing talent
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Tax reforms and supply-side
structural reforms in the

: X 2 Cost management
financial sector

3 Investing into innovation
and technology

*Emerging technologies include, but are not limited to Al,
blockchain, cloud, automation and robotics.

Source: CPA Australia China Economic and Business Sentiment Survey 2020 @2020 CPA Australia. All rights reserved.
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SUMMARY

Amidst slowing global economic growth and protracted
trade tensions between China and the US, the economic
data released in December 2019 from China shows that the
economy has stabilised after a period of slowing growth.
While exports in November fell 1.1 per cent year-on-year,
the fourth consecutive monthly decline, imports grew 0.3
per cent year-on-year, marking the first monthly increase
since April. The manufacturing sector also recorded some
positive news with activity expanding in November, the first
monthly expansion since April. China’s non-manufacturing
activity also registered an expansion in November with the
pace of expansion higher than October.

Yet, activity in small and medium-sized enterprises
contracted slightly. Moreover, according to an analysis

by Reuters in early December 2019, growth in capital
investments by Chinese companies has slowed to a three-
year low, with firms raising capital spending by only 1.6 per
cent in the third quarter compared to the same period last
year.

Hence, while the economic data in Q4 2019 was somewhat
positive, the economy continues to be restrained by both
local and international issues. However, the successful
implementation of a ‘phase one’ interim trade deal
between China and the US should provide a boost to the
economy and business confidence throughout 2020.

This report summarises the expectations of CPA Australia
members residing in Mainland China for China’s economic
and business environment in 2020.

The International Monetary Fund (IMF) has projected
China's GDP to grow at 6.0 per cent in 2020, down from a
forecast of 6.1 per cent growth for 2019. The Organisation
for Economic Co-operation and Development (OECD) has
forecasted China’s GDP to grow at 5.7 per cent in 2020
compared with an estimated 6.2 per cent growth for 2019.

In line with the GDP forecasts for 2020 from major
international institutions, most of our members surveyed
expect China’s GDP to grow at around 6 per cent.
Members were most likely to forecast that China's
economy will grow by between 5.5 per cent to 5.9 per

cent in 2020 with 41 per cent of respondents selecting this
option. 35 per cent expect GDP to expand by 6.0 per cent
or more. Given the significant size of China’s economy,
achieving a growth rate of around 6 per cent would provide
significant support to a global economy that is expected to
slow in 2020.

When asked what will most positively impact China's
economy in 2020, respondents chose the adoption of
emerging technologies such as Al, blockchain, cloud,
automation, and robotics (42 per cent). This indicates that
many accounting professionals share the government’s
optimism in the potential that these technologies provide
to the economy, labour productivity and business
profitability. This result suggests that government
measures to encourage investment in and adoption of
emerging technologies such as blockchain and artificial
intelligence will help support a moderating domestic
economy.

Improved China-US relations is the second most selected

choice (35 per cent). This shows that respondents believe

the easing of trade tensions should provide a boost to the
economy.

Other important factors to support China’s economy in
2020 include tax reform and financial sector reform (both
selected by 28 per cent of respondents), and the Belt and
Road Initiative (27 per cent).

Global economic uncertainties and a slowdown in global
economic activities are considered to be the most
significant challenges to China’s economy in 2020, with
71 per cent of respondents choosing ‘global economic
uncertainties’ and 37 per cent of respondents choosing
‘slowing global economy’. Support for the domestic
economy through tax cuts, business fee reductions,
measures to incentivise investment into emerging
technologies, and the successful implementation of a
‘ohase one’ deal between China and the US will help to
bolster the local economy in 2020.

Accounting professionals remain cautiously optimistic
about China’s business outlook in 2020. Expectations of
company's profit in 2020 remain largely positive with 75 per
cent of respondents predicting their company’s profit to
either increase or remain largely the same.

This positive trend is also reflected in expectations for
changes in company headcounts in 2020, with two in three
respondents expecting their employer’s headcount will
either increase or remain the same.

The results suggest that most of our members surveyed
remain confident in their outlook for their business in 2020
and that many of China’s businesses appear resilient in the
face of recent trade and economic headwinds.
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Reflecting both a cautiously optimistic and proactive
attitude of many Chinese businesses, respondents
consider ‘attracting, retaining and developing talent’ (27
per cent) and ‘investing in innovation and technology’

(25 per cent) as two of the top three key strategic focuses
for their businesses in 2020. This strong emphasis on
innovation, technology and talent show that many
businesses remain focused on future growth prospects
despite recent uncertainties. However, with 26 per cent of
respondents stating their business will also focus on cost
management, it seems that they are also addressing near-
term challenges.

In 2020, half of the respondents expect their businesses
will significantly or slightly increase investment into new
technologies. This is indicative that many businesses

in China are continuing to eye long-term growth
opportunities and are trying to stay ahead of ongoing
technological disruption.

The survey results show that the number of businesses
in China that expect to innovate through the roll out of a
new product or service to the local or international market
in 2020 decreased slightly from 75 per cent in 2019 to

69 per cent in 2020. Despite this, the result remains very
strong and reflects a robust innovative culture in many
local businesses. Such a culture of innovation is spurred
by competitive pressures, the drive to find efficiencies,
and government incentives. Hence, a continuation of
government'’s incentives to help the private sector invest
and adopt technologies such as blockchain, artificial
intelligence, and 5G technology is important to China's
economic and technology development.

Most respondents (53 per cent) stated that the largest
benefit of the government’s tax reform agenda was a
reduction in the overall tax burden on their businesses.
In total, 77 per cent of accounting professionals feel that
tax reforms and reduced fees were beneficial to their
businesses in 2019.

When asked what best describes the benefits tax reforms
and reduced fees will have on the Chinese economy

in 2020, 'decrease business operating costs’, ‘further
encourage Mainland China’s economic transformation’, and
‘improve the robustness of Mainland China’s tax system’
were the top-three choices selected by respondents.

Respondents indicate that corporate income tax (67 per
cent), individual income tax (63 per cent), and value-added
tax (55 per cent) should be the major focus of tax reform in
2020. The results indicate strong support among members
for the continuation of the government’s tax reform
agenda.

The Belt and Road Initiative (BRI) is viewed by 61 per cent
of our members surveyed as a development strategy that
will positively impact China’s economy in 2020 by creating
more trade opportunities for Chinese businesses. In
addition, 51 per cent of respondents consider the BRI as
a way to contribute to the Chinese economy by helping
to create new investment opportunities for Chinese
businesses. 40 per cent believe that it will increase
collaboration with other countries.

A total of 60 per cent of respondents expect that within
the next three years, their company will engage with BRI-
related business activities, an increase of 5 percentage
points from 2019.

When asked what outbound activity their business will
undertake or focus on in 2020 as a response to the Going
Global strategy (GGS), respondents chose engaging in
BRI-relevant projects (27 per cent), investing in or acquiring
overseas companies (22 per cent), and collaborating with
overseas institutions / organisations for innovation and
technology (20 per cent) as their top three choices. These
results suggest that many outward-looking businesses
are taking advantage of the opportunities created by

the BRI and the GSS to expand internationally. These
results indicate that members support a continuation

of government measures to support outward-looking
businesses to expand into the international market
including countries involved in the BRI.



20205V EE, ‘W51, MBRMRRAL” (27%)
FREFCIFRHERT (25%) FI= AR ZRIERIRIEE /M
HAWIN, XX RRT V% P E R ER U FIRR
SE TS EH IAMASNSEENRR, REEHE
FHEETHEN, FEEURRRERRNKTLREAIR.
N, B2%HNZME AR ‘BAER” R ERERVAIR
RER, XRRTEVBALSNFEREANE RAOB .

FHXM S RZITAE RS E2020F 8235/ MBI M H
RARWHRE FRAPEF S I HREEEKPLRNS, &
NTEEE MR ARRET AT A BT A AR B ST L

AEERER, 202051 %@ E RSN S RS ik
S5 RSCIBIFTRI P E AV BB IR A TR, M20195175% k=
20205 /69% . REMLL, %L HIRARE, RIREFZHE
R WFHHRBRRICIF . METIHRFED BREE
BREURBRHNAMERRBT, XFIEFAFRE TH—2
sEf. AL, BUFSKSHEITSRMRE R IR BFF R AR HREE.
ATERE SCERAMMAIER, XTHENEFIRARL
REABEEEX.

AREZHEM=R (53%) =, PEBRBIRETRORK
AEFRETEWHNEETR. £B77%0W S TR ALER
7, 2019 H B R R AE X BUR S A Rt B ek &
R

5] K 20205 /5 e BRI AE K BUR MES TR h E 275 R
MR MR, FM2RARERZN=T55Z ‘Rtz
BRA" . “HE—SRAFENEFER AR “RAHER
AL

R RRR, 20206 H B ENE RN AF/H (67%) <D
AFTSHL (63%) LA IR{ER (55%) FIUHIFFERAN, WAL
ERFPR M= FRR BTSSR TR H2 .

2020 EHEZ S5 AU ECRERE | 13

S1%MZWERINA, “—H—H BINAE2020F T EE
WEEEZMRA SIS, BEMXhHEZF = EFARZN. 1t
5, S1I%MRHRRINA “—H—” BT AR E LR
HIIRAENIE, MTHESIFEREFLRE. 40%MNZIHSRINA ¢
—H— BIATFENPESREMERN & E.

60NN Z IR RATTERMAERR=FRN, FHRER “—H—
B OREBENHSE ‘i BiR, %L BIR2019F1Em
TSP BESR.

S B AT R M 2 A 2020 FF R KM LL /G SNE EIE EHIA
MRz “FEHZE A% (CCS) i, RS REFERZN =53]
225 ‘— B BIHEXIE (27%) « RESWEES
3l (22%) « 5iBSMIE/BREERIF IR AL (20%) -
IXLEERRE, T EIMNa R IEERA “—H—i B

EHE MR EIENN S HIT 2R SNARE, B ERE
R RS RFBUR 2k SR B TE R RhSNE 2L 4l #h R B PR
7, HREET “—H 8 BLER.



14 | CHINA ECONOMIC AND BUSINESS SENTIMENT SURVEY 2020

OUR RECOMMENDATIONS FOR BUSINESSES

NEFF Al I

In the face of economic uncertainties and challenges, it is
important that businesses focus on optimising business
processes and operations, and grasp opportunities that
will help drive business growth in the short and long term.

Businesses could consider the following:

e | ook for improvements in their talent acquisition
processes and adopt innovative technology tools for
recruitment to secure top talent.

e Keep abreast of technology trends such as the
development of 5G technology and blockchain
technology to identify opportunities such technologies
provide to improve business operations and to stay
ahead of market competition.

® Review business operations to look for improvements,
which could include through investment in innovation
and technology.

e Keep abreast of government reforms, including tax cuts,

fees reduction and financial sector reforms

e Seek opportunities to expand and diversify such as
taking advantage of the Belt and Road Initiative.
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ECONOMIC EXPECTATIONS £ 53%¥nHA

Business confidence is primarily based on China’s economic restructuring
and its opportunities for long-term development.

Firstly, proactive fiscal policies, prudent monetary policies, and the
implementation of a series of new policies since 1 January 2020 will further
help to optimise the overall business environment, reduce the overall
financial burden of businesses, and provide a boost to business growth.

Secondly, China’s regional development strategies are key to stable
economic growth, economic structure optimisation and financial risk
management.

Lastly, the adoption of new emerging technologies will lead to the creation
of a number of new industries and business models. With the development
of 5G, artificial intelligence, blockchain technology, cloud computing,
robotics, and automation technologies, various industries, including the
semiconductor industry, consumer products, and healthcare, are expected
to gain a competitive advantage on the global stage.

Mr. Derek Chan FCPA (Aust.), President of

CPA Australia North China Committee 2020 BERNE BT EZ R EMER A IKERL Bk T E2ME.
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FIGURE 1. CHINA GDP GROWTH EXPECTATIONS
E1. REGDPE K E A

41%

26%

22%

6%

6.5% t0 6.9%

Below 5.5% 5.5% to 5.9% 6.0% to 6.4%

Notes:

(1) The percentage of respondents who selected '‘Don’t know’
was 2 per cent.

(2) Percentages may not add up to 100 per cent due to rounding.

Question: In your opinion, what do you expect China’s GDP
growth rate to be in 20207

Figure 1 shows that CPA Australia’s members were most
likely to expect China’s economy to grow in the 5.5 per
cent to 5.9 per cent range in 2020. The total share of
respondents forecasting a growth of 5.5 per cent or
above is 76 per cent, suggesting that most accounting
professionals are optimistic that economic conditions in
2020 will be stable.

While China’s growth rate has been steadily decreasing
over the past decade, a growth rate of around 6.0 per
cent for an economy estimated by the National Bureau

of Statistics of China to be around US$14.4 trillion in 2019
will mean a greater incremental expansion than a decade
ago when the growth rate was 9.4 per cent and the total
economy was not so large. A 6.0 per cent growth rate in
2020 would mean an expansion of around US$860 billion,
which is equivalent to adding more than the GDP of Saudi
Arabia or Turkey—both G20 countries—into the economy.

The upbeat economic prospects mean that businesses and
investors could potentially take advantage of opportunities
to expand, despite a slowing headline growth rate.

3%

7.0% or above
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42 per cent of accounting professionals believe that the
adoption of emerging technologies would most likely
provide a boost to China’s economy in 2020.

With President Xi Jinping highlighting the important
role blockchain technology will have in technological
innovation and industrial transformation, and with the
artificial intelligence market in China predicted to reach
US$11.9 billion by 2023, this result suggests CPA Australia’s
members share government’s optimism on the positive
impact emerging technologies should have on China'’s
economy, society, and businesses. The government’s
incentives to encourage the private sector to adopt
emerging technologies is therefore seen as important to
China'’s future success.

35 per cent of respondents also selected an improvement
in China-US relations as the factor that will have the most
positive impact on China’s economy in 2020. This suggests
that many of our members believe that the signing and
implementation of a trade deal between China and the US
will lead to an upswing in the economy.

The strong member support for financial sector reform

and tax reform (both chosen by 28 per cent) indicates

that government’s policies to reform the financial sector
and reform the tax system are considered by accounting
professionals as important measures to promote economic
growth. For example, government announcements made
in 2019 to further open-up the financial sector to foreign
investment may help increase market competition and
efficiency and alleviate the financial constraint some
domestic firms experience. Tax reforms may also contribute
to economic growth by increasing domestic consumption
and lowering the overall tax burden on companies.

It was perhaps not surprising that 70 per cent of
respondents chose global economic uncertainties as the
biggest challenge to China’s economy in 2020 followed
by a slowing global economy (37 per cent) and slowing
domestic growth (36 per cent).

While respondents remain cautiously optimistic with

the economic outlook for 2020, it may be appropriate to
support the domestic economy by continuing to incentivise
private sector investment in and adoption of emerging
technologies, further open-up the financial sector, and
continue with tax reforms and fees reduction.

" http://www.xinhuanet.com/english/2019-12/08/c_138615098.htm
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BUSINESS TRENDS 1\l & R a5t

FIGURE 2. EXPECTED CHANGE IN COMPANY PROFIT IN 2020

E2. & BFI KT E2020F L L

27%

22%
139% 14%
6%
3%
i

Decrease slightly
(e.g. a fall of 2% to 29%)

Decrease significantly (e.g.
a fall of 30% or more)
less than 2%)

12019 =2020

Notes:

(1) The percentage of respondents who selected ‘Don’t know' in
2019 and 2020 were 6% and 5% respectively.

(2) Percentages may not add up to 100 per cent due to rounding.

Question: In comparison to 2019, do you expect your
company's profit in 2020 will...

Three quarters of accounting professionals estimate that
their company'’s profit in 2020 will either remain the same
or increase, indicating that overall business sentiment for
2020 appears to be moderately resilient to both internal
and external pressures.

However, one in five respondents expect their business’s
profit to decline in 2020. This shows that while China’s
business outlook is positive, at the time of the survey some
businesses are expecting 2020 to be a difficult year due

to a combination of slowing global economic growth and
China-US trade tensions.

Remain largely the same
(e.g. increase or decrease

50%
45%

7%
3%
]

Increase significantly
(e.g. an increase of
30% or more)

Increase slightly
(e.g. an increase of
2% to 29%)
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FIGURE 3. EXPECTED CHANGE IN COMPANY HEADCOUNT IN 2020
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Decrease by
10% or more

m2019 =2020

Notes:

(1) The percentage of respondents who selected ‘Don’t know' in
2019 and 2020 were 5% and 5% respectively.

(2) Percentages may not add up to 100 per cent due to rounding.

Question: In comparison to 2019, by what percentage
range do you think your company’s headcount in Mainland
China will change in 20207

Consistent with robust profit expectations, respondents
are generally confident with employment prospects in 2020
with 66 per cent expecting their company’s headcount to
remain the same or increase.

This illustrates that the labour market appears to be
relatively strong and stable, with nearly four in ten
businesses expected to add to their headcount in 2020.

Increase by
0.1% to 4.9%

21% 21%

18%
12%
10%
6%

Increase by
10% or more

Increase by
5% to 9.9%
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COMPANY'S STRATEGIC FOCUS 1bMVAIERRR EE B

FIGURE 4. KEY STRATEGIC FOCUSES FOR COMPANIES IN 2020

E4. £ FE2020E R ER EE &

Attracting, retaining and developing talent
Cost management

Investing into innovation and technology
Business process improvement

Expanding your customer base in Mainland China

I 27 %
I 26 %
I 25 %
I 24 %
I 24%

Digital transformation I 2 3%

Risk management I 2 1%

Improving customer loyalty I 18 %

Improving governance I 17 %

Expanding your business outside of Mainland China I 16%

Improving cash flow I 15%

Cybersecurity I 3%

Mergers and acquisition I 7%

Improving your supply chain I 5%
Don't know | 5%

Note:
As this is a multiple-choice question, the total response
percentages will exceed 100 per cent.

Question: Which of the following best describes what you
expect will be your company'’s key strategic focuses for
20207 (Please select up to three options)

Reflecting both a proactive attitude and long-term

growth focus of many Chinese businesses, CPA Australia’s
members selected ‘attracting, retaining, and developing
talent’ and ‘investment in innovation and technology’ as
two of the top three strategic focuses for their business

in 2020. It is therefore reasonable to expect businesses

in China to focus more on optimising talent acquisition
processes and increasing their investment in human capital
and innovation and technology for long-term growth
opportunities.

Reacting to near-term challenges, businesses are also
focusing on managing their financial position and
improving business processes. This is a welcome prudent
approach to managing through challenging periods.

#iE:
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B FRINS T 5B TR A 7T RE R 79 52 2 B FE 2020 5 A A g
ER? (REFAE=T)

RIMRFINA ‘W5 BBREFRAL” UK “REREIE
ARV 20205F = KR ERNEFRI, XRREFS

HREGIFRRSETERPLR. Bit, BEFZERTU
B, FECIWEE ST FTREAT BEREHEMAS
AAMBMZEFHIENIRE, HEEKEKY=.

AT RISEBER, ST RFEMSRAER RS RIEN
. GEFRTFTITAYN, X2 —MEL AT EERNNIE
Bfo%.



2020 EHEZFERS AU ECRERE | 21

INNOVATION AND TECHNOLOGY TRENDS

BIF ARG

rh

Mr. William Huang FCPA (Aust.), President of
CPA Australia South China Committee 2020
BT R S2020FHEEERERSSK
BEELE

The launch of the Science and Technology Innovation Board (STIB) and

a pilot registration-based IPO system in 2019 has helped promote the
development of high-tech industries and emerging technologies. The STIB
has provided a more convenient way of financing companies with strong
innovation and technology backgrounds such as in information technology,
high-end equipment, new material, new energy, energy conservation

and environmental protection, biomedicine, big data, cloud computing,
artificial intelligence and advanced manufacturing.

Secondly, the STIB has streamlined standards for listed companies,
registration systems, issuance pricing, trading rules and delisting systems.
This has help to foster the innovation culture of businesses and has
improved the efficiency of resource allocation in the capital market.

In addition, the STIB's equity incentive policy allow businesses to operate
more flexibly, which can help businesses to better attract, retain and
develop talent in innovation and technology.

Companies with strong innovation and technology capabilities will have
considerable development prospects in the future.
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FIGURE 5. EXPECTED INTRODUCTION OF NEW PRODUCT, SERVICE, OR PROCESS

ES. #EHEHm. BRSERENTE

76%
69%

Yes, definitely / possibly No

m2019 =2020

Note: Percentages may not add up to 100 per cent due to rounding.

Question: In 2020, do you expect your company will
introduce a totally new product, service or process that is
new to Mainland China or to the world?

Figure 5 shows that over two-thirds of respondents expect
their business to introduce a new product, service, or
process in 2020. Although this proportion is lower than
that for 2019, the results suggest that while 2020 may be a
challenging year for some businesses, continued focus on
innovation and technology are an indication of business
resilience, a long-term focus, and a desire to move up the
value chain.

Reflecting the overall innovation and technology trend, 50
per cent of respondents expect their business to increase
investment in technology in 2020. This represent a drop
of 9 percentage points from 2019, which may suggest
that businesses have already made earlier investments
into innovation and technology, and their focus is now

on adopting and incorporating technologies into their
business operations. In addition, with challenging
economic conditions, companies may also be diversifying
their investment plan to maintain a competitive edge and
ensuring business sustainability.
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TAX REFORM POLICIES FikiEss

In terms of tax reforms, the Government will continue to improve the
tax legislative framework, and implement tax reform measures and fee
reduction policies.

In terms of tax collection and management, the Government will continue
to deepen tax management reform, optimise the tax business environment,
and deepen tax administration.

In terms of tax governance, the focus will be on strengthening tax and fee
management capabilities, improving data governance and cybersecurity,
and modernising the tax governance system.

In terms of global tax development trends, cooperation between countries
should be strengthened to ensure mutually beneficial results.

Businesses should also regularly review their operating processes and grasp
the opportunities from tax reforms and fee reductions.
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FIGURE 6. BENEFITS OF TAX REFORMS TO CHINA'S ECONOMY IN 2020
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Question: Which of the following best describes the
largest benefit you think that tax reforms and reduced fees
will have on Mainland China’s economy in 20207

91 per cent of respondents believe that further tax reforms
and fees reduction in 2020 will be beneficial to China’s
economy primarily because it will help reduce business
operating costs, further encourage China’s economic
transformation, and improve the robustness of China’s tax
system.

77 per cent of accounting professionals state that tax
reforms and fees reduction in 2019 have positively
impacted their businesses with 53 per cent stating that it
has reduced their overall business tax burden.

Many respondents support the continuation of the
government'’s tax reforms in 2020. The areas members
would most likely to see tax reform in is corporate income
tax (67 per cent), individual income tax (65 per cent), and
value-added tax (55 per cent). Given that these taxes are
most typically those that have an impact on business and
individuals, it is not surprising that these were selected

as the taxes members would most like to see subject to
further reform.

B |t will decrease business operating costs

It will further encourage Mainland China’s economic
transformation

It will improve the robustness of Mainland China’s tax system
It will provide a boost to economic growth

® [t will improve Mainland China’s international
competitiveness

B |t will increase domestic consumption

It will encourage greater foreign direct investment into
Mainland China

B [t will improve Mainland China’s social security system
B |t will have no significant benefits

H Don't know
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BELT AND ROAD INITIATIVE &
GOING GLOBAL STRATEGY
i B ERRT AR

Mr. Michael Yu FCPA (Aust.), President
of CPA Australia East and Central China
Committee 2020

BN TP A 2020 F REERFMERRER
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This year is the eighth year since the Belt and Road Initiative (BRI) was
launched. With the rapid improvement in infrastructure and the business
environment in markets along the BRI, businesses could consider exploring
more opportunities along the BRI.

In addition, investing into innovation and technology has become a

key trend in overseas investment. Investment into forward-looking and
disruptive research and development (R&D) and integrating the results into
existing business models and strategies will help businesses roll-out more
innovative products and services in the future.

Businesses do not focus solely on short-term returns, but also on medium-
and long-term benefits from incorporating innovative technologies and
solutions. This also reflects business confidence in China’s medium- and
long-term development.
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FIGURE 7. BUSINESS PLAN FOR THE BELT AND ROAD INITIATIVE
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Question: Thinking of the Belt and Road Initiative, over
the next three years, which of the following best describes
what your company plans to do in response to the
initiative?

Since its official launch in 2013, the Belt and Road

Initiative (BRI) is progressively attracting more domestic
companies to engage in activities related to it. 60 per cent
of respondents said their company will positively engage
in BRI-related activities over the next three years, up 5
percentage points from 2019.

Most respondents believe that the BRI will create more
trade and investment opportunities for Chinese businesses
in 2020, suggesting that accounting professionals are
confident that the country’s ambitious global infrastructure
and investment plan will help increase bilateral trade and
investment deals and also help to cushion the negative
impacts of trade tensions between China and the US.

Also, due partly to the impact of China-US trade tensions
and warming relations with countries involved in the

BRI, outward-looking businesses may be refocusing

their expansion plans into these countries. Hence, as a
response to the Going Global strategy (GGS), respondents
chose engaging in BRI-relevant projects (27 per cent) and
investing in or acquiring overseas companies (22 per cent)
as outbound activities they are most likely to undertake or
focus on in 2020.

Begin to explore business opportunities in other countries
that are part of the Belt and Road Initiative

Increase business activity in other countries that are part
of the Belt and Road Initiative

Maintain business activity at its current level in other
countries that are part of the Belt and Road Initiative

Others

The Belt and Road Initiative has no direct impact on my
company

Don't know

Decrease business activity in other countries that are part
of the Belt and Road Initiative
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CONCLUSION #53F

The results of this year's survey reveal that while there are
concerns over trade tensions and moderating domestic
growth in 2020, economic and business sentiment in China
remain robust.

Under these circumstances, businesses should take full
advantage of the various strategies the government has
announced to lift productivity, lower operating costs,
and expand globally. Targeted investments in innovation,
technology and talent should also be considered to help

businesses boost efficiency and stay ahead of competitors.

As the economy matures, the government has emphasised
quality growth and stable long-term economic policies. As
a result, China will remain a key driver of global growth in
2020 and beyond.
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