UOB Business Outlook Study 2023 OB
(SME & Large Enterprises)

=
UOB conducted a Business Outlook Study in Mainland China covering'588 business owners and key executives from SMEs andiLarge Enterprises.

This study provides a comprehensive understanding of the current busir}jess sentiments, inflation impact and outlook among @sses across various
sectors in Mainland China. The study also captures insights around key iiemes such as Digitalisation, Sustainability, Overseo@@nsion and Supply

. i
Chain Management. ===

Businesses with revenue from
> RMB 100 million to > RMB 4 billion

o=
o | 15-minute online surveys
% Y

Total of 588 interviews RHAN Interviews (_Jlone vv_|th businesses
across key industries

E] Data collection: @ Owners/ chief executive level/

28 December 2022 - 20 January 2023 ) CJTiE%%iIEiZE '(;e;/iilsvié:onféiiinngvolved

Classification of businesses:
Smaller: annual turnover RMB 100m-<RMB 4b
Larger: annual turnover > RMB 4b

> COVERAGE ©

Cities Sample Industries Sample
Shanghai 155 Manufacturing & Engineering 91
Beijing 105 Real Estate & Hospitality 77
Guangzhou 65 Tech, Media & Telecom 76
Shenzen 49 Construction & Infrastructure 71
Rest of Mainland China 214 Consumer Goods 60
Total 588 Industrials, Oil & Gas 53
Business Services 50
Professional Services 50
Community & Personal 37
Wholesale Trade 23

Total 588



Overview

> Business Sentiment

94%

of businesses said the business
environment in Mainland China was
positive in 2022

> Impact of inflation

89%

of businesses in Mainland
China have been affected by
high inflation

> Sustainability

of businesses have a
positive outlook for 2023

30%

of businesses in Mainland China
are highly affected, more than
those in Greater China region

Businesses are looking for more support in:

49% '@‘33%

Connections to
industry partners

ﬁﬁ 32%

of businesses in
Mainland China
have implemented
sustainability
practices

Access to b

> Digital adoption

State of digital adoption

NeorIyQ Iﬂ 10

businesses in the region have
adopted digitalisation in at
least one department

> Supply Chain Managem

[

Training
programmes to
reskill/ upskill
employees

usiness

analytics and insights

Success with digitalisation

7 |n 1 O businesses say

their digitalisation efforts
have led to considerable or
complete success

ent (SCM)

(o)
98 /O of businesses in Mainland China
consider SCM important

(o)
65 /O of businesses are seriously impacted
by geo-political issues

> Interest in cross-border expansion

921in 10

businesses are
looking to expand
overseas in the
next 3 years

Businesses in the Real estate/
Hospitality and Construction &
Infrastructure sectors in Mainland
China, are more interested in overseas
expansion than others.

Most positive sectors

100%
ﬁ Real Estate/
ElE Hospitality
Most positive cities

96%
Beijing

7%

@' Construction &
Infrastructure

95%

_ﬁ_ Manufacturing
u & Engineering

95%
Rest of Mainland
China (Tier 2 cities)

Most affected sectors

. 93% L 93% 92%
T Consumer L, Manufacturing 511 Construction &
Goods u & Engineering D Infrastructure
Most affected cities
100% 91%
Shenzhen Guangzhou
Leading sectors
57% 52% 51%
2, Manufacturing l Real Estate/ (@/&)) Tech, Media
U & Engineering e E Hospitality & Telecom
Leading cities
53% 52%
Beijing Guangzhou
Sectors leading in digital adoption
95% 94% 92%
(@/g)) Tech, Media & Industrials, £ Manufacturing
Telecom Oil & Gas & Engineering
Cities leading in digital adoption
93% 92%
Rest of Shanghai
Mainland China
Most impacted sectors
81% 74% 64%
Industrials, Business & Manufacturing
Oil & Gas Services ‘5 } & Engineering
Most impacted cities
71% 69%
Beijing Shenzhen
Most interested sectors
100% 99% 92%

ﬁ Real estate/ =% Construction & Consumer
[ E Hospitality D Infrastructure Goods

Most interested cities

94%

Shenzhen

o0
0o
|—

92%
Shanghai




Business Sentiment

> Business environment in 2022

of businesses said the business
94% environment in Mainland China
was positive in 2022

Businesses in the Real Estate/ Hospitality sector are more positive

about their current business environment

Most positive sectors Most positive cities

100% 97% 95% 96% 95%
Real Fstate/ %1 Construction & % Manufacturing Beijing Rest of Mainland
EriE Hospitality D infrastructure U & Engineering China (Tier 2 cities)

Positive business sentiment is driven by strong revenue growth in

of businesses in Mainland 2022.
85% China have seen an increase in ) ) . .
their revenue in 2022 Larger businesses of size RMB 4billion to RMB <10billion and those

over RMB 50billion have seen more growth than smaller businesses.

Highest growth sectors Highest growth cities
93% 88% 88% 88% 87%
(@) Tech, Media ﬁ Real Estate/ ) Professional Shanghai Rest of Mainland
& Telecom B E Hospitality ({@ Services China (Tier 2 cities)

> Factors that impacted business in 2022
Rising operational
cost

1 . Intl. border closures /travel
@ @ @ 3 | n 1 O .b'usmesses qre restrictions due to COVID-19
impacted by rising operational

cost and international border Inability to operate at full
closures due to COVID-19 capacity due to COVID-19

Recovering from overall
economic slow down

Rising operational cost has impacted businesses in Consumer

Goods and Manufacturing & Engineering sector the most. Lifting of COVID-19

restrictions within the market

> Outlook for 2023
Most positive sectors
[¢) O, )
92% of businesses have @ geil/(E)state/ yor 3a7n/tj)facturing & @ erfe/(s)siona\
Hef See
positive outlook for 2023 ga Hospitality 5 E Engineering @ Services

Most positive cities

Larger businesses are more optimistic about the future. 98% 049

Sectors like Real Estate/ Hospitality and Manufacturing Zretoen Shanghai

& Engineering have a more positive outlook.

> Top future business priorities

To drive future growth, businesses are: Businesses in sectors like Construction & Infrastructure and Industrials, Oil &

Gas are at the forefront in digitalising their business model to drive growth.

bd 30% g 30% W 29% “aare )59, - 25%

Digitalising their Diversifying Tapping new Re-skilling/upskilling Reducing costs
business model supply chains customer base existing talent



Inflation Impact & Mitigation

> Impact of inflation

of businesses in Mainland China have been affected by
high inflation

89%

3 N 1 O businesses in Mainland China are highly affected, more
than those in Greater China region

Larger businesses (> RMB 4billion turnover) have been affected more
than smaller businesses (<RMB 4 billion turnover).

Most affected sectors

> Extent affected by inflation

Somewhat/

93% 93% 92%
Consumer & Manufacturing ﬁ Construction &
= Goods u & Engineering E8°8 Infrastructure

89% 86% 94%
Highly affected:
W Highly offected ﬂ ’ .
59% 52% 73%
Somewhat affected
Total RMB >RMB 4b
100m-<4b turnover
turnover
Most affected cities
100% 91%
Shenzhen Guangzhou

> Areas affected by high inflation
Increase in cost of operations

Increase in cost of raw materials

Reduction in profit levels

Increase in cost of equipment/
machinery

Inflation is also impacting the profitability of businesses in Mainland Chin
Industrials, Oil & Gas sectors.

of businesses have seen an
increase in cost of operation

54%

have seen an increase in
cost of raw materials

53%

a, particularly in Construction & Infrastructure and

> Top measures to mitigate inflation

Around 1 1IN 2 businesses in Mainland China are
focused on improving productivity to tackle inflation

Improve productivity to save costs

Stronger price negotiations with suppliers/ Vendors —«....ooevveiiiiiiiiiiiii
Digitalisation processes to drive COSt SAVINGS  ++rxererrererrrmerrmieienes " 43%
Taking advantage of government grants/ SChemes — «---vvvvueriieiiiiiiiii .38%
l®
Increasing the selling price of our goods/ services — weeereeeeeeeees ‘3‘1%
l®
Cost cutting on company ACtiVItIES  .oeviiiiiiiiiiiiiiiiiiiiiiieeeee 126%

Digitalisation and price-negotiations with
suppliers are also key tools used to mitigate the
impact of inflation

Businesses in Shanghai and

Guangzhou are leading the way
in Improving productivity to drive
cost saving. The same trend is
seen among Business Services
and Construction & Infrastructure
sector in Mainland China.




Sustainability

> State of sustainability adoption

49% China 8% 43% 49%
) of businesses in Mainland China have
I~ started implementing sustainability practices
k Sustainability spending could be under RMB100m-  11% 40% 49%

pressure in 2023 due to the prevailing <4b turnover

inflationary environment. More support is

Hh

required to help drive sustainability, o
particularly among businesses who are yet fRMB 4b 2% S Sl
to implement it. urnover ) )
Unaware H Yet to implement HImplementing
Leading sectors Leading cities
57% 52% 51% 53% 52%
ﬁ Manufacturing ﬁ Real Estate/ (Eg) Tech, Media Beijing Guangzhou
U &Engineering Fl:E Hospitality & Telecom

> Top sustainability drivers

¥

59%

branding of their company

Improved reputation/ /I ,!\)\,!\)\,!\
better branding ST T TN T
Helps attract oo
investors T
Easier to work oo

with MNCs T

Helps fit better into | I

the ecosystem NN
Enables talent Lo
retention/ attraction NN NN

of businesses consider sustainability
important as it improves reputation/

of businesses believe that
sustainability is important to
attract investors

46%

N

59%

46% Businesses in Shanghai and Beijing find it more
important to adopt sustainable practices to help
improve their brand reputation.

43%

40% °

n NUn

39%

> Top barriers in sustainability adoption

1 N 3 businesses are concerned about the lack of
good options for sustainable financing

Lack of good
sustainable financing

There are risks to
continued sustainability
adoption during times of
economic uncertainity as
many businesses believe

Impact to revenues
in the short term

Insufficient
knowledge

that implementing
sustainable practices can
impact their revenues
and profits.

Increase in cost
to end customers

Lack of renewable
energy infrastructure

Concerns about impact
on profits

> Support required for sustainability adoption

1 N 3 businesses are looking for connections to industry
partners as support measures for their sustainability plans

Connections to
industry partners

Training programmes
and access to relevant Training
insights are also sought Programmes  ................
after by businesses in
Access to

Mainland China in

addressing some of the business insights

barriers in implementing
sustainability within a
business.

Connections to
solution providers

Easier access to
funding or grants




Digitalisation

> State of digital adoption > Success with digitalisation

Nearly 9 in 1 O businesses in Mainland China have

adopted digitalisation in at least one department AR

68%

of businesses say their
digitalisation efforts
have led to considerable
or complete success

(o)
87%
of businesses foresee
spending more on

digitalisation in 2023

A key challenge for digitalisation will be encouraging
businesses who have just started their journey to
continue with digitalisation, expanding it from one or
a few departments into the entire business.

Sectors leading in digital adoption Most successful sectors

95% 94% 92% 78% 78% 75%
(5&)) Tech, Media Industrials, _ﬁ Manufacturing (jg) Tech, Media Industrials, Real Estate/
&Telecom Oil & Gas & Engineering & Telecom Oil & Gas i Hospitality
Cities leading in digital adoption Most successful cities
93% 92% 74% 72%
Rest of Shanghai Beijing Guangzhou

Mainland China

> Impact of digitalisation

7 i

Better quality of
products/
services

32% Digitalisation can play a key role for
businesses as they look to improve
productivity in order to mitigate the
impact of inflation in their business.

1 N 3 businesses believe that
digitalisation helps improve
productivity

Better customer

) retention
e

Highgr‘ Better data
productivity o8, protection
p3% 30% %
Improve
customer Improve
experience profitability
31% 31%

Digitalisation is having a major

impact in helping businesses become
more customer centric by enabling their
customer outreach efforts and
improving customer experience.

> Challenges faced in digitalisation > Support required for digitalisation

Risks of data
breach «eoeovveiiiiiiiiin..

Delay in
implementation ««.ceooeeent

Cybersecurity
ISSUES  crriiiiiii

Lack of digital skillset
in employees

Expensive to
implement

Incompatibility in
old & new systems ..........

Tin3
businesses are
concerned about the
risks of data breach
when adopting
digitalisation

2in5
businesses want
training programs for
employees to
support their
digitalisation journey

Data breach risks and delays in
implementation are key concerns for
many businesses. They are likely to need
training for their employees and the right
tech solutions to address these concerns
as they embark on digitalisation.

Training programmes
foremployees .................... e

Connections to the right
technology providers ............ N

Access to knowledge &
expertise inthe area ............ e

Connections to

industry experts .................. ——
Collaborate with ”
industry, govt-linked
or large businesses
Access to business

32%
insights ...




Supply Chain Management (SCM)

> Importance of SCM > Impact of SCM on supply chain

98% 65%
Maijority of businesses in Mainland
China have seen an impact to their
of businesses in Mainland China consider of businesses are seriously impacted supply chains. Sectors like Industrials,
SCM important by geo-political issues Oil & Gas and Business Services have
been affected more than others.

Most impacted sectors Most impacted cities

81% 74% 64% 71% 69%

Industrials, Business ﬁ Manufacturing Beijing Shenzhen

Oil & Gas Services c[ ;’ & Engineering

> Challenges in SCM > Top actions taken for SCM
o of businesses find procuring supplies/ over 3 1N 1O businesses in Mainland China
40 % raw materials as the main challenge in are looking to build stronger supplier relationships
managing supply chains to manage their supply chains better
Procuring supplies/ Stronger supplier pimmmmmm o
raw materials relationships ﬁ 32%
Rising supply costs Digitalise supply chain S N
due to inflation management " 31%
Requirement of Stock raw material o o
just-in-case supply ahead of time e 31%
Inability to predict Use data analytics and . .
demand/supply insights ooy 31%
Difficulty in managing Create awareness of armmm = 299
working capital supply chain risk within g °
company
Inventory management
issues
. . L Over 3 in 10 businesses are looking to digitalise supply chain
Rising supply cos.ts due tg |nflat|or3 is a key challenge faced management, stock raw materials and leverage data
by over 1in 3 businesses in the region. analytics for better SCM.

> Top support measures for SCM

Training programmes are a key support measure that businesses in 2 | N 5 businesses
Mainland China need to manage their supply chains better. are looking for training

programmes to help
them with better SCM

Businesses in Construction & Infrastructure and Real Estate/ Hospitality can
benefit more from training programmes.

Training
programmes

Opportunities to Connections to
collaborate with industry
industry bodies, partners
government-linked

or large businesses

Connections to
technology/
solution
providers

Access to business
analytics and
insights

43%




Cross-border Expansion

> Interest in cross-border expansion > Top priorities for expansion in the region
9 N 1 O businesses in Mainland Southeast Asia . 2 N 5 businesses in the
China are looking to expand overseas — 5> 7 region want to expand into
in the next 3 years Mainland China.
Mainland China o N .
— 377 Nearly 3 N 1 O want to

Businesses in the Real estate/ Hospitality and H K SAR expand into Hong Kong SAR
Construction & Infrastructure in Mainland China are more ong fong 928%

interested in overseas expansion than other sectors.
Most interested sectors Expansion interest into Mainland China (sectors)
100% 99% 92% 46% 45%
Real Estate/ Construction & ’ Consumer 22> Wholesale £ Manufacturing &
BriE Hospitality 88 Infrastructure &a Goods |@| Trade { }) Engineering
Most interested cities Expansion interest into Mainland China (markets)
049 92% 52% 50% 46%

Shenzhen Shanghai @ Thailand @ HongKong SAR @ Singapore

> Top motivators for cross-border expansion Improve profitability

2 N 3 businesses are motivated to expand overseas to 60% . '

improve their profits Build reputation as an
T international business

A

Besides profitability, building business reputation and revenue

growth are key motivators for overseas expansion. -> Grow revenue

Bigger cities such as Shanghai and Beijing are more profit driven N

while smaller cities are looking for revenue growth as a motivator
to expand overseas. JI

Leverage my company's
regional/ global network
@ Take advantage of government

policies/ schemes to expand

> Top locations for cross-border expansion > Key challenges in cross-border expansion

Europe Rest of North Asia 2 N 5 businesses ih I\Aoinlond Chino cite a lack of
in-house talent/ expertise as their biggest challenge for
@ Taiwan overseas expansion
Americas @ Hong Kong SAR @ Lack of in-house talent/

expertise

Southeast Asia )
Lack of customers in the

new market(s)

Lack of knowledge/ access
about the new market(s)

1 1 ) Difficulty in finding the
More than 2 N 5 2 N 5 businesses, . / °
. . . . ) right partners

businesses in Mainland particularly those in

China have their eyes on Guqngzhou qnd Rest of . Lack of opportunities to

Southeast Asia for their Mainland China are looking to collaborate

future expansion plans expand into Hong Kong SAR

Lack of customers in new markets is also a major challenge that

Singapore, Thailand and Malaysia are the preferred businesses, particularly those in the Real estate/Hospitality and
Southeast Asia destinations for businesses in Mainland Construction & Infrastructure sectors, need to overcome when
China. they look to expand overseas.



