Y

DEZAN SHIRA & ASSOCIATES

7 < { 1
Your PPartner for Growth in Asia

Asia Emerging Market: FDI
Opportunities for Growth

Maria Kotova
Global Business Development

Manager
¢“:§§
: : 2o 5 ol g W
Dezan Shira & Associates & ,;ffﬁ:’:;’
Servcorp F22222522%
F5Ei22227"
29
g g g
April 271, 2018 :j;jfii'
vES b -1
[ 2477 .
i:’:ﬂ"’ J SN
't:}';’ VIR
www.dezshira.com ,:’ /:’ :\
"I' ‘.’ YR
o 1 | -\



OUR GLOBAL PRESENCE

CHINA
Beijing
beijing@dezshira.com

Dalian
dalian@dezshira.com

Dongguan
dongguan@dezshira.com

Guangzhou
guangzhou@dezshira.com

Hangzhou
hangzhou@dezshira.com

Ningbo
ningbo@dezshira.com

HONG KONG
hongkong@dezshira.com

INDIA
Delhi
delhi@dezshira.com

SINGAPORE
singapore@dezshira.com

VIETNAM
Hanoi
hanoi@dezshira.com

Qingdao
qingdao@dezshira.com

Shanghai
shanghai@dezshira.com

Shenzhen
shenzhen@dezshira.com

Suzhou
suzhou@dezshira.com

Tianjin
tianjin@dezshira.com

Zhongshan
zhongshan@dezshira.com

Mumbai
mumbai@dezshira.com

Ho Chi Minh City
hcmc@dezshira.com

DEZAN SHIRA ASIAN ALLIANCE MEMBERS

Indonesia
indonesia@dezshira.com

Malaysia
malaysia@dezshira.com

Thailand
thailand@dezshira.com

The Philippines
philippines@dezshiracom

DEZAN SHIRA LIAISON OFFICES

Germany
germandesk@dezshiracom

Italy
italiandesk@dezshira.com

o Dezan Shira Asian Aliance Members

s

United States
usa@dezshira.com




Numbers That Matter

1992 Dezan Shira’s establishment

27 5+ Our team of legal, tax, accounting and audit professionals

2’000+ Multinational clients that have already chosen us

80+ Countries served by our professional services

Our offices in China (Beijing, Shanghai, Guangzhou, Shenzhen,
Dalian, Dongguan, Qingdao, Hangzhou, Suzhou, Zhongshan,
24 Ningbo and Hong Kong), India (New Delhi, Mumbai), Vietnam
(Hanoi and Ho Chi Minh City), Singapore, liaison offices in Italy,
the United States and Germany, and alliance offices in
Indonesia, Malaysia, the Philippines, and Thailand.
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Core Services

DSA provides our affiliates with access
to our expertise and array of services
catering to senior managers and
investors with plans or operations in
Asian markets. Our service categories
each address operational needs and
challenges that corporate clients face
in emerging Asian foreign markets.

Business Intelligence

Business Advisory

Due Diligence

International Payroll & HR Admin
Accounting

International Tax

Audit

Information Systems & Technology
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North American Desk

Dezan Shira & Associates has over 20 years of on-the-ground experience in Asia, and has
grown into one of the region’s most versatile full-service consultancies. As over 45% of our
clients are from North America, Dezan Shira & Associates has pulled together a dedicated
platform to specifically service those businesses and investors in North America.

Special Offer:

As an Exclusive Member Benefit, Dezan Shira & Associates is glad to offer a
10% Discount upon Standard Service Fee to all Servcorp Community Members.

For any business inquires about Doing Business in Asia, please contact our US desk at
usa@dezshira.com given the coupon code ‘Servcorp 2018’.

www.dezshira.com @ ASIA BRIEFING
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« Asia Emerging Markets Snapshot
 China overview

« “China Plus One” strategy
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Setting up the scene...
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Emerging Asia forecast 2018-2020

World’s GDP growth 2017
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Global FDI

Figure 1. FDI inflows: global and by group of economies, 2005-2017
(Billions of US dollars)
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Estimated FDI inflows: top 10 host economies, 2017
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Finding New
Opportunities...
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China is a major trading partner for all

Major Trade Partners for Key Countries; Trade Surplus/Deficit with China

Top Trade Partner Imports from and Exports to China Surplus or Deficit with China
81 82 #3
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China Trends & Demands & Threats

China has 20% of the world’s population, but just 5% of the worlds arable land. China is energy and
water poor

« Itis a One Party State leading to internal political pressures that must be addressed

*  Huge Consumption market- incomes rising 8% national wide, consumers have funds to save and
spend. Spending will grow on health-related areas such as healthier foods, exercise activities,
medical expenses for themselves and elderly relatives.

- If China does not secure food and energy supplies or keep its population content the implications
are very serious. OBOR is the answer

«  This means Import, Export & Service Opportunities
«  Manufacturing 2025 —hub of advanced manufacturing
- Digital economy - Internet-enabled businesses ( e.g. Al and the Internet of Things) and E-commerce

* Regional disparities

*  An Aging population

«  Declining heavy-industrial sectors
*  Property bubbles

«  Growing debt level

«  Continuing environmental pollution
*  Tariff treads

www.dezshira.com /// DEZAN SHIRA & ASSOCIATES



China FDI

* China FDI grew 9.8 % in 2017
« Value per transaction dropped
«  WFOEs remains the core form of investment

Top 10 Countries (Regions): FDI in China
é Actual input of foreign capital (billion USS$)
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FDI by Form 2017

FIE number B Share % Total
FIEs: 30,815
Share%: 100
74.65%, 24.53% 0.37% 0.35% 0.10%
'34"‘

Wholly Equity Forelgn Invested Contractual Others
Forelgn-owned Joint Share Limited Joint
Enterprise Venture Corporation Venture

Source: MOFCOM

Hong Kong
904/
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China — US FDI Flows

Annual Value of FDI Transactions between the

US and China, 1990-2017 N
50,000
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Source: Rhodium Group.

China — New York

OFDI- $5.86 bn (2016), FDI—-$ 1796 mill (2016)
For the past 18 years — OFDI - $15.72bn, FDI -
$35.46bn

www.dezshira.com

Consummated 2017 FDI transactions between China and
the US reached $43.4 billion (28% drop from the $60
billion recorded for 2016)

The reason for this drop was a decline in Chinese
investment in the US to $29 billion in 2017 from $S46 billion
in 2016.

US FDI to China remained largely flat in 2017

Flows remained unbalanced with Chinese FDI in the US at
twice the level of US investment in China ($29 billion vs.
$14 billion).

Beijing tightening controls over outbound investment
which caused China’s global outbound FDI (OFDI) to
decline for the first time in more than a decade

Increased investment screening by CFIUS ( estimate that

deals worth more than $8 billion were abandoned in 2017
due to unresolvable CFIUS concerns)

Y DEZAN SHIRA & ASSOCIATES
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Where the investment goes?

* FDl increased into high- tech services and manufacturing industries
* Digital economy

Stylized display of growth momentum (y axis) and investment value in 2017 (x axis, bubble size)

US Investment in China
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China Free Trade Zones

Source: AB report
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Industry Clustering

Top 10 industrial clusters in China

C |

Automotive

Machinery and Equipment Manufacturing

Shipbuilding
Nonferrous Metals

Petrochemical

New Material

Light Industry

www.dezshira.com

Example: Automotive industry clusters in China
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Update in 2017 FDI Catalogue and FTZ Negative List

Opening up Supervision Strengthening
Special Medical Use Formula Food Internet Public Information Service
R&D and Manufacturing of Virtual Reality (VR), Research Institutes of Humanities and
Augmented Reality ( AR) Equipment Social Sciences
Design and Manufacturing of Key Parts of 3D Printer Editing of Books, Newspapers, and
Equipment Publications
Construction and Operation of Parking Facilities in Editing of Audio-visual Product and
Cities Electronic Publications

Creditworthiness Investigation and Ranking Service

The managing partner (or any other highest
management) of special general partnership of
accounting firm is not compulsory to be a Chinese

national
www.dezshira.com /// DEZAN SHIRA & ASSOCIATES
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High- tech & Digital economy

China’s digital economy is a story of commercial success and investor
excitement.

% of total retail e-commerce  Mobile payments,’ % of global unicorns?
transaction value 2016, § billion June 20186
Rest of
the world
Rest of
the world

United
States

United
States

China China

74
2005 2016 China United Total Total
States number valuation

www.dezshira.com

Cash will become
absolute.
Requiring a real
name for any
activity —
oversight of
online behavior
Restrictions on
the market entry
for foreign
investors
Defining “actual
control” of the
domestic
companies

IP protection

Y DEZAN SHIRA & ASSOCIATES
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Healthcare
(Pharma, medical devices, biotech)

« Healthcare market is growing and one of the most attractive in the world for foreign
investors due to its size and growth. China surpassed Japan to become the world’s
second largest healthcare market in 2013 and continue to develop as fastest-growing
health-care market of all large emerging economies.

« Medical device market grew 20% ( 56 bill $), pharma — 10% ($227 bill).

* By 200 healthcare spending is expected to account 6.5 to 7 % of total GDP in China.
($2 trillions ) by 2030.

* Recent reforms as registration of the medical devices; SFDA registrations of imported
medical devices

* FDI as medical institutions — form of JVs

« Encouraged advances medical technology, management experience and best-in-
industry operational models and specialized services — nursing, hospice care ( aging.

popul)

« SFDA - ease of drug approvals

www.dezshira.com /// DEZAN SHIRA & ASSOCIATES
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Clean energy
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Clean Tech

« Chinese investment into green industries increase
tremendously ( US$3 billion in 2005 vs over
US$100 billion in 2016)

* The last decade has witnessed China’s transition
from the world’s top polluter to the one of the
leaders in clean energy.

« At present China has the highest capacity for
renewable power production as it holds a quarter
share in the global capacity for renewable energy.
Wind and solar power are the backbone of China’s
renewable energy sector and are the highest in the
world in terms of capacity.

« Ban of petrol and diesel petrol vehicles, bringing
New-energy vehicles ( NEV). Last year China
surpassed US to become the world’s largest and
fastest growing market for NEVSs.

« Potential ease for foreign investors to produce as
long as it is new-energy cars.

Y DEZAN SHIRA & ASSOCIATES
Your Partnes for Growth in Asia
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China Plus One

« China Plus One strategy is an international business strategy that consists of the
expansion of one company’s current operations in China

« Companies are either relocate to another country or set up alternative location in India
and ASEAN

www.dezshira.com /// DEZAN., SHIRA&ASSOCIATES
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Ease of doing business in Asia

q Ease of Doing  Imrpoved  Starting a
. Economy ) .
Starting a Gettina a Business Rank change Business
business oo 9
- - 9, location
= Labor market  p.aing with
Starting a lation a
regu construction .
> — permits Singapore 2 0.04 2
& ‘ Getting
Resolving oo electricity
insolvency axde \ Hong Kong 5 0.29 1
ITL 7 Registering
Operating in a Enforcing ‘ ) property . :
5 A ccessi Malaysia 24 0.96 12
secure business  contracts & = ﬁnanc:g y
environment -
E3 - A Getting credit Thailand 26 5.68 5
Paying taxes Protecting
Trading across minority
borders - lwestors Brunei 56 5.83 7
Dealing with
day-to-day ]
B Vietnam 68 2.85 13
FIGURE 1.3  The average number of reforms per economy is highest in South Asia but the average impact is biggest in Sub-Saharan Africa
Number of reforms and change in distance to frontier score Indonesia 72 2.25 17
(average number per economy)
3.0
Il Average number of reforms making it easier to do business H
25 Il Average number of reforms making it more difficult to do business China 78 0.4 10

Average change in distance to frontier score

20 India 100 4.71 156
' Philippines 113 0.42 24
1.0
s Cambodia 135 0.23 25
0.0
South East Asia & Europe & Sub-5aharan Middle East & Latin America & OECD Lao 141 0.43 22
Asia Pacific Central Asia Africa North Africa Caribbean high income
: Starting -
Most common Protecting . Reqisteri businees: : Trading Pavi Myanmar 171 0.3 20
DEZAN SHIRA & ASSOCIATES
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Consumer markets to watch...

Med. Age GDP per Capita Population %

Po:l?lla:ion (2018) (BillUSD/2017) change 2022
World Popu lation ™ china 1390.848 — 8,582 2.98%
¥ India 1316896 =~ 24 1,852
M Indonesia 261.989 24 3,858
Philippines 195268 23 3,022
M Vietnam 93.643 28 2,306
¥ Thailand 69.095 27 6,336 0.40%
M Myanmar 57 645 28 1,272 3.26%
B Malaysia 32.077 40 9,659
B Cambodia 16.013 30 1,389 7.72%
I Lao 6.68 28 2,567 7.41%
M Singapore 5675 37 8,583 4.55%
M Brunei 0.429 38 27,893 6.29%

i Emerging and Developing Asia i Other countries

Y DEZAN SHIRA & ASSOCIATES
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Labor cost & Productivity

philip...
Minimum wages vary in different Thaila... T —
regions of the countries ( India, china [ ——
Philippines, Indonesia) indon... (NG
Malay... —
The countries with well- Vietnam [
perfoming economies like camb
. . . Indi -
Thailand, Malaysia, China grant ne
. Lao -
the highest wages
Myan... -
. . 0 2000 4000 6000 8000 10000
India & ASEAN countries offer
you ng and dynam|c Workforce B GDP per capita M Min Wages (Monthly Average,2017)
Country Min Wages (Monthly Average,2017)
Philippines 301.5
Thailand 279.74
China 254.07
Indonesia 250.63
Malaysia 237.23
Vietham 166.5
Cambodia 140
www.dezshira.com India 131
Lao 110.34 -
Myanmar 80.28



Cost of social welfare in SE Asia

- China social welfare cost
is high depending on the
city —30%-50% on the
top of employee’s salary

- India social welfare ( or
provident fund) is 12 % of
the salary

- Thailand and Indonesia
show significantly lower
rates (4.2 to 5% and 4.2
to 5.75%)

www.dezshira.com

M 26 of salary Salary

The Philippines
0-25%

Malaysia Laos

12% 5%

] o

Thailand Myanmar

4.2-5% 1%

| [

*Wiorld Bank, Ernst & Young

Vietnam

22%

Hong Kong

5%
Capped at LSO 04

[ |
Cambodia

0.5%

Singapore
17%

Indonesia

4.24-5.75%
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Global Manufacturing competitiveness index

ranking

Country Rank Index Country Rank Index
Score Score
China 1 100 China 2(v-1) 93.5
India 11 67.2 India 5(A+6) 77.5
Thailand 14 60.4 Thailand 14 62
Malaysia 17 59 Malaysia 13 (A+4) 62.1
Vietham 18 96.5 Vietnam 12 (A+6) 65.5
Indonesia 19 55.8 Indonesia 15 (A+4) 61.9
2020 (Projected)

www.dezshira.com
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Office rent & cost per living across Asia

Unit: per sgm
China 5126 593 872 547
Shanghai Hong Kong Singapore India Indonesia

Causeway Bay  Raffles Place Mew Delhi Jakarta

* Cushman & Wakefield, Colliers Intemational, Cambodian Investment Bureau, CapitalVue

* Philippines and Thailand show lowest office
rent cost in average;

* While India and Vietnam have the lowest
living cost ranking;

* Hong Kong, Singapore, historically played the
role of Asian regional hubs, remain
expensive for living and office lease.

* China costs increasing and moving to the top
of the list

www.dezshira.com

546 533 526 522
Vietnam Malaysia Thailand  The Philippines
Ho Chi Minh City  Penang Bankok Manila
Country Cost of Living Ranking Price Index
Hong Kong 5 210
Singapore 7 193
China 44 120
Thailand 53 110
Malaysia 74 90
Indonesia 90 80
Philippines 96 77
Vietnam 98 76
India 99 74

Y DEZAN SHIRA & ASSOCIATES
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Tax Implications across the region

India 25%-30% 5%, 12%, 18%, 28%
Vietham 20% Up to 10%
Malaysia 19%,24% 6%
Singapore 17% 7%
Indonesia 25% 10%

China 25% 6%,10%,16%
Thailand 20% 10%

Philippines 30% 12%

India and China recently went through the tax reform implementing GST and VAT
replacing indirect taxes across the countries.

WWW.dEZShlra.COI"n /// D ‘!‘(ll?ﬂ%li&;l\ﬁ'ﬁh in Asia TES



Trade and investment will grow further

EU FTAs'

RCEP European Union APEC

— - —
'.‘
A a4

South Korea

Cambodia Singapore . '
Laos Vietnam el
A e——
Sk — B
e =
Myanmar Thailand Philippines Papua New Guinea

APEC (Asla-Paclfic Economic Cooperation); TPP (Trans-Pacific Partnership); RCEP (Reglonal Comprehensive Economic Partnership);
ASEAN (Assoclation of Southeast Aslan Nations).
* The EU's FTA with South Korea has been finalized; Its FTAs with Vietnam and Singapore have been concluded, but not yet entered Into force

Graphic @ Asia Briefing

www.dezshira.com /// DEZANSHIRA&A?SOCIATES



Trade partners with existing FTAs vs those
without FTAS

ASEAN Australia New Zealand China India Japan Korea

Australia Signed Signed and in  Signed and in  Negotiations  Signed and in ~ Signed and in
and in effect effect effect launched effect effect

MNew Zealand Signed Signed and in Signed and in ~ Negotiations  Proposed Signed and in
andineffect  effect affect launched affect

China Signed Signed and in ~ Signed and in Proposed Megotiations  Signed and in
and in effect effect effect launched effect

India algned Negotiations  Negotiations Proposed Signedand in  Signed and in
and in effect launched launched effect effect

Japan Signed Signed and in  Proposed Negotiations  Signed and in Negotiations
andineffect  effect launched effect launched

Korea Signed Signedand in  Signed and in  Signed andin  Signed and in  Negotiations
and in effect effect effect effect effect launched

ASEAN Signed and in~ Signed and in ~ Signed andin  Signed and in ~ Signed and in  Signed and in

effect

effect

effact

gffect

effect

effect

Source: OECD Development Center compilation, 2018.

www.dezshira.com
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Additional Online Resources

@ ASIA BRIEFING

www.asiabriefing.com

r!:] CHINA BRIEFING

www.china-briefing.com

www.india-briefing.com

X% VIETNAM BRIEFING

www.vietnam-briefing.com

ASEAN BRIEFING

www.aseanbriefing.com

www.dezshira.com
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http://www.china-briefing.com/
http://www.aseanbriefing.com/
http://www.india-briefing.com/
http://www.vietnam-briefing.com/

Leverage our powerful guides, thought leadership reports and online
articles

Payroll Processing in China:
Challenges and Solutions

) O e Donan 50 & Absesiansn primedon s x4 acumonat wivary e A
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Working as an Expat in India
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Leverage or collaborate via our Live Events, Multimedia & Social Media

Asia Briefing organizes dozens of seminars and
events around the world which feature Dezan
Shira & Associates expert speakers and

partners. Join our Events
x & Podcasts, interviews and webinars contain
\J . 0 .
Y e ) “) helpful, practical information on how to
INTERVIEW ~ PODCAST  WEBINAR operate your business or invest in Asia.
Watch / Listen

Social Channels

® Find us Company Pages & Discussion Groups

O Follow us @DezanShira @AsiaBriefing @ChinaBriefing @IndiaBriefing, @VietnamBriefing, @ ASEANBriefing

0 Friend us <Dezan Shira & Associates>, <Asia Briefing Media>, <China Briefing>
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Exclusive Benefits

Free Credits for Asia Briefing Bookstore

Asia Briefing, the business intelligence and publishing subsidiary
of Dezan Shira & Associates, is happy to gift you 50 credits for your
free purchase of Asia Briefing business guidebooks.

To claim your gifted benefit:

1. Visit Asia Briefing Bookstore at
http://www.asiabriefing.com/member/credit_coupon

2. Enter your coupon code 'Servcorp201804'

3. Here you're ready to download our guidebooks for free with these credits

Please be noted that this coupon code will expire on June 30, so please claim it asap.
If you have any business inquiries or want to know more about doing business in Asia,
please contact us at usa@dezshira.com
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