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Sino-Benelux Business Survey

On an annual basis the Benelux Chamber of Commerce in China (Beijing, Shanghai and Pearl River Delta), supported by the official
trade- and diplomatic representations of Belgium, The Netherlands and Luxembourg in China organize in partnership with Moore —
MS Advisory the Sino Benelux Business Survey. The 2023 Sino Benelux Business Survey is published for the 8™ consecutive year in a
row and aims to be a fundamental piece for the Benelux community.

Parent Company 2023 Survey
2022 2023

» 8th consecutive year
» 30 questions

» more than 170 completed surveys

Luxembourg Luxembourg
5% 7%
About the Survey | 4
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Location — by Province

Beijing-
Tianjin-Hebei
region
51 offices

Yangtze
River Delta

166 offices

Greater Bay
Area

36 offices

Survey Demographics | 7
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Industry Sectors Represented

Industry Categories (2021-2022)

. . 2021 19.5%
Industrial Services 2022 18.1%

Industrial Goods e 18.9% 50%

18.4%
: 12.4%
T & Telocom |
11.9%
nsumer Servi
Real Estate 1.1%
1.1%
s 0.0%
Utilities W o6%
0% 5% 10% 15% 20% 25%

m2021 m2022
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Company Size
ize by Revenue (RVB)

8.6%
8.5%

2021 18.4%
>1.
2022 22.0% 1.000

24.3%

> 500mio

19.5%

100mio - 500mio T 100 to 999 ook
< 10mio 22.0%25'4% 101049 ﬂ 32.2%
0% 5% 10% 15% 20% 25% 30%  35% 0% 5% 10% 15% 20% 25% 30%  35%
W2021 w2022 m2021 =202

COVID-19 Impact | 9
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Reasons & Importance of China

China Entity’s Importance in Group Strategy

Not important Top Priority
7% AN II i 29%

Similar as many Other Entities Top 3 Entity
27% 36%

COVID-19 Impact | 10
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Revenue Growth

% Revenue Growth from 2015 to 2022

100%
80%
60%
40%
20%

0%
2015 2016 2017 2018 2019 2020 2021 2022

E<0% ®m0%to5% ®m5%to10% ®m10%to20% m=>20%

Business Performance | 12
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Profit Margin

100%

18%

23% 23% 23% 24%

80%

60%

40%

20%

0%
2015 2016 2017 2018 2019 2020 2021 2022

B<0% m0%to5% m5%to10% m10%to15% m>15%

Business Performance | 13
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Positive Drivers

Most Significant Positive Drivers

Innovation/R&D 2021 1976 13% 1570
2022 18% 18% 13%
Use of Technology 2021 14% 222 820
2022 16% 11% 12%
Increased Process Based Efficiency 2021 1% 15% 15%

2022 6% 4% %

Increased Turnover/Economies of Scale 2021 22% 2 10%
2022 13% 0% 890

I~ 2021 12% 12%
Increased Pricing Power 2022 = 5o 500
. 2021 5% 7% 8%
Material Costs 2022 100 50, 2%

2021 PX7WIEZS 6%

Logistic Costs 2022 0% 7% 11%
2021 7% 8% oo
eCommerce 2022 WET 7% 8%
0% 10% 20% 30% 40% 50%

m Most significant ~ ®2nd most significant ~ ®3rd most significant

Business Performance | 14
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Negative Drivers

Material Costs 2021 17% 11% 2%
2022 18% 12% 5%
Decreased Turnover/Economies of Scale 2021 8% 2% 2%
2022 19% 500
[rrIS it 2021 8% 9% 11%
Import/ Export Difficulties or Limitations 2022 =50 o =
2021 12% 13% 10%
Salary Costs 555 5% 5% 5%
D ina Pricing P 2021 7% 4% 5%
ecreasing Pricing Power 5022 7 o 5%
o 2021 13% (7 9%
Logistic Costs 2022
. . 2021 4% 9% 6%
Unleveled Playing Field 2022 50 6% 804
2021 4% 500 11%
Employee Turnover/Retention 2022 WA 7% 800
0% 10% 20% 30% 40% 50%

H Most significant ~ ®2nd most significant ~ ®3rd most significant

Business Performance | 15
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Perception of the Chinese Market

2018 I 23% 16% 44% 14%

2019 8% 27% 34% 28%

2020 S 14% 29% 32% 19%

2021 G 25% 22% 25% 22%

2022 27% 30% 16% 18% 10%
Audience 8% 35% 12% 42%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
m Unfavourable H Somewhat unfavourable = Neutral = Somewhat favourable = Favourable

Business Sentiment | 17
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HR Challenges

Did you experience any of the following HR challenges in 20227

Finding Qualified Personnel Entry Restrictions for Increased Labor Costs
Employees Outside China

2021: 2022: 2022: 2021: 2022:
0,
o1 54% 40% 58% 38%
Retaining Qualified Staff Visa Issues for Foreign Talent Attracting Foreign Talent

2021: \ 2022:

2021: 2022: 2021 2022: 21%
42% 30% 35% 26% 25%

Business Sentiment | 18
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Strategy for China

How important will China be in your group's strategy in the coming two years?

60% 57%
50% 45%
40%

30%

17%

20%

10%

0%
Increasing in importance Same level of importance Declining in importance

2020 m2021 m2022

Business Sentiment | 19
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Strategy for China

Do you consider/ are you moving some Chinese activities to other regions?

2018

2019

2020

2021

2022

Business Sentiment | 20
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Leaving China—to where?

Destinations of Companies leaving Mainland China

£
éﬁ 1. Europe high
2. North America
low

Japan (6%)

3. Africa Bangladesh (6%)

South Korea (12%)

‘ Taiwan, PRC (16%)

o—— Philippines (6%)
Vietnam (34%)

4. South America  'ndia (34%)

Malaysia (37%)
Singapore (34%)

Cambodia (6%) i &
Wt - R
Note: Respondents were asked to which countries/regions

they would consider moving their operations. As a result, multiple countries/regions per respondent could be selected. Business Sentiment | 21

Thailand (25%)

Indonesia (19%)
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COVID-19 Impact

COVID-19 Impact on Performance

2021 2022

o &

Expectations
for 2021

\"

Expectations
for 2021

Results for
2022

for 2022

W Positive No Impact M Somewhat Negative M Strongly Negative

COVID-19 Impact | 23
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COVID-19 Impact — Main Negative Factors

What factors related to COVID-19 negatively impacted your business?

Travel Restrictions 83%

Decreased Demand 61%

Supply Chain Disruptions 55%

Impact on Import/Export 39%

Restricted Access to Company Property 28%

Cash Flow Shortage 28%

Increased HR Turnover 9%

other [l 7%

0% 10% 20% 30% 40% 50% 60% 70% 80%

m2022

Note: Multiple factors per respondent could be selected. COVID-19 Impact | 24
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COVID-19 Impact — Policy Change

How do you expect China’s Covid policy change affect your company in 20237

iy
O

46%

= Strongly Positive = Positive = No Impact = Negative = Strongly Negative

COVID-19 Impact | 25
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Revenue Growth Expectations
Expected Revenue Growth for 2023 - Now

40%

40% | 40%
31% |
30% I 26% 30% 26%
22% 200, 24%
| 2% 21% ’ 20%
20% I B, 20% 16%
0
12%
10% ! 10%
I
0% | 0%
Qe\c: o\ R Qo\o <C(;\o '\Qe\e
P
0\0\-0 e\o\ S\ Q°\°\o o 0\0 o\o\o
o KN KN
m Results in 2022 m Expectations for 2023 = Report = Audience

Onward Expectations | 27
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Profit Expectations

Profit Expectations for 2023

40%

30% 29% 28%

20%

15%

10%

0%

m Results in 2022 m Expectations for 2023

Onward Expectations | 28
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China Investment Strategy

How do you feel about your company's prospects in China for the next 5 years?

2022 6%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

H Pessimistic ® Somewhat pessimistic m Neutral ® Somewhat optimistic = Optimistic

Onward Expectations | 29
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China Strategy

How is your firm adaption its China Strategy considering the current business and geopoalitical climate?

No Impact on
China Strategy

Changes in Production Changes in Supply Chain

Localize Inside China Localize Inside China

Diversify Away from China Diversify Away from China
Shifting Away
Business
Functions
from China

Diversify Inside China Diversify Inside China

Company will exit the Chinese Market Moving Away Entirely from China

Note: Multiple factors per respondent could be selected. COVID-19 Impact | 30
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China Strategy

What is your motivation behind the recalibration of your China strategy?

Proximity to Key Customers and Suppliers

Increasing Resilience of Supply Chains \

Mitigating Impact of Decoupling (Geopolitical Tensions)

4
Mitigating Perceived Volatility of Government Policy l\\
AY
/,’ Cost Savings

Mitigating Impact of Shifting Attitudes Toward China \

! Localization Request by Suppliers or Government

) Mitigating Impact of Ongoing Ukraine Situation
4
Note: Multiple factors per respondent could be selected. \

X COVID-19 Impact | 31
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Closing remarks

Profits remain stable as the Chinese market continues to be important for the respondents' Group strategy

Rising labor costs continued to drop in importance as negative driver, and we saw a significant decrease in
economies of scale due to lack of manufacturing and sales potential during 2022

Negative trend in business sentiment of 2021 continues and reaches a low point in 2022

Despite negative sentiment, respondents remain bullish about economic/financial outlook, reporting an expected
return to pre-COVID levels of revenue growth and profit margins

Due to ongoing geopolitical tensions and uncertainty, respondents are considering diversifying and moving away
from China, but for most China continues to be a crucial market

Despite negative perception and performance in the past year, China
IS expected to remain a crucial market for Benelux businesses

Conclusion | 33
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