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Sources of this report (1/3):
We surveyed 287 China country managers in Oct/ Nov 2021

InterChina
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Sectorial mix of survey respondents

287 co’s

Large equipment | 20%
Industrial parts | 19% /
Automotive | 13% /
Materials | 9% /
Healthcare | 9% —

Consumer goods | 8%
\

Business services | 8%

Other _

L13%T

» Power generation.
* Production machinery.
+ Automation equipment.

* Mechanical/electrical parts.
« Assemblies.
+ Light equipment.

» Vehicle makers.
* T1 automotive parts.
+ T2 automotive parts.

« Chemicals.
» Metals, Composites.
» Textiles.

» Pharmaceuticals.
» Medical devices.
» Diagnostics.

* F&B, HPC.

* Durables.

* Services.

+ Logistics. » B¢ L a = e
. . . < ™) g El _g\_;.n.-u

« Certification, testing. Nawy =7 S R

« Financial. e KQ ‘ y= 1 A B

Source: InterChina China Country Manager Survey (October 2021, n = 287). Confidential 2



Sources for this report (2/3): e
=11

Our recent Strategy Projects

Growing faster

A
“China decoupling”
: : Searching
W China x China attractive hot spots
How to become
Chinese” Turning products
Deepen market into solutions _, Expandon
penetration Y adjacent segments
Next steps on
localization MNC best practices
Benchmarking
Defend against
local competitors
v

Growing more profitably

Confidential



Sources for this report (3/3):
Learnings from our latest transactions

InterChina

RYFE
- ’ -
InterChina’s deals closed in the past months
SANDVIK MYCRONIC
i ) ) A g|0ba| |ead]ng automation When passion meets innovation @
A Leading China based Medical A leading g_lobal tapk storage B supplier' ' Sandvik Coromant Mycronic
ProdUCF Brand service provider providing progressive moving The global leading supplier of A leading global electronics
China China solutions cutting tools and services to the manufacturing equipment supplier
Sweden metal cutting industry Sweden
Sweden ired a majority stake in
’ . h ’ Divested its equity : acquired acquire )
divested its equity holdings to holdings to acquired e ©
- 1=
A China based company ) ) P Gy
A professional household specializing in providing A China based premium Shenzhen Huan Cheng Xin
medical device manufacturer storage and transfer of liquid vacuum gripping system Chuzhou Yongpu Precision Manufacturer Co., Ltd.
China chemical produgts and logistics com;;onent ) China based premium A supplier of solder paste printing
services manufacturer solid round tools manufacturer solutions in the SMT industry
China China China China
Signed in 2021 Signed in 2021 Signed in 2021 Sanavik Coromant was advised by . . .
Buyer aavised by InterChina Seller advised by InterChina Buyer aavised by InterChina InterChina Mycronic was advised by InterChina
=2 —
EVOCA =
ANTOLIN REPSOL G R O U P ODFRJELL
Grupo Antolin Repsol Evoca Group Bystronic Lo‘:if'Je"G-ll-etl)‘nrl'lr"alli gth'“a
Tier 1 Automotive Supplier Energy & Chemicals Manufacturer Coffee machine Manufacturer Sheet Metal Cutting And Bending €ading Global Tank Storage
Spain Spai Spain Switzerland Service Provider
) ) pain _ China
established a JV with Entered a technology transaction Acquired a majority stake in acquired the remaining 30% stake divested its equity holdings in
N with in Odfjell terminals (Dalian) to
BB ERERAG) i
] Macas DNE LASER Swviti
Shanghai NAEN Auto - L VTTI B
i u . V.
Technology Shenhong Group G“a“92h°_;'e2"':1‘f)‘l\:g§'e¢r°“'CS Shenzhen DNE Laser Fast;grOW;ng Rdépendent
High-tech player in the Petrochemicals . Equipment provider of energy storage
Automotive electronics space China Coffee Mach|(r:1re]:_s Manufacturer Laser Cutting Machinery Maker worldwide
China ina China The Netherlands
Grupo Antolin was advised by Repsol was advised by Repsol was advised by Bystronic was advised by Odfjell was advised by
InterChina Interchina InterChina InterChina InterChina
Confidential 4



So far, very
good performance




InterChina

MNCs are doubling down on their China businesses
China forecasted to contribute more revenue and profit to HQ at scale.

18
=

Survey China’s contribution
reslts ' to MNCs’ global business China investment ROI forecast compared to other markets
InterChina survey InterChina survey EUCCC survey AmCham survey
Sales Profits
>50% 8% 7%
31~50% 6% 9%,
21~30% | 12% o Higher | 36%
15%

Higher | 52%

Higher | 70%
11~20% | 31%

24%
Similar | 32%
6~10% | 20% 19% Similar | 28%
Lower | 17% Similar | 12%
~ 26% Lower | 10%
0~5% | 24% 0 Not | ycop - Lower | 20% i
relevant Not
relevaﬁt 8%
2021 2021 2021 2021 2021

Confidential | 6



InterChina

81% of MNCs say that by 2030 China is the top priority

18
=

Survey
results

How long will it take until China is your company’s global no. 1 or no. 2 market?

No. of respondents, as % of total respondents surveyed

41% already 64% by 2025 81% by 2030 “Never”

19%

17%

13%

10%

41%

China is already now Within 1 - 3 years Within 3 - 5 years Within 6 - 10 years ' This may never happen

Source: InterChina China Country Manager Survey (October 2020, n = 229). Confidential | 7
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Simple but powerful reason:
Consumption growth and expansion of the middle class

No other part of the world will see the emergence of
200 m extra consumers in this decade

The rich

« 10 m mega rich
« 80 millionaires

The wealthy

« 300 m middle classers
« PPP USD 20,000.
« Household wealth USD 200,000 (larger than US)

The entry-level

« + 200 m for future middle class
« PPP USD 6,000 — 12,000.

Source: InterChina Analysis. Confidential 8



InterChina

However, there are growing concerns about the many deep ET

changes happening in China... Is winter coming? by
(Some of the topics discussed by MNC c-suites)
. . . Cybersecurity law, Online economy
Top-level Int'l tension Comm_on” DeIevera_glng Natlopal Anti-monopoly law antitrust
prosperity campaign champions .
amendment guidelines

—3-

ASA e b g | + Algorithm submission laws
+ Semicon * SASAC companies becoming larger + Bans in finance sector: Cryptocurrency, fintech

« Gov't subsidies, fostering local players in

+ Rare earth . i i i i
advanced manufacturing and renewables E_ducatlon / online _tutorlng / private schools
» Videogames / gaming
Corporate . . .
level « US: Blacklists EU countries: * Big tech in the crosshairs Exoat
Stop of using * Blurring border btw. private and SOEs Tax hikes III?I'
* US: IPO ban Huawei phones « More antitrust probes across all sectors

» Power / energy / surging coal prices
+ Lack of energy — discrimination of low tax payers (exporters) for power quota

U » Bottleneck in supply - Lack of raw materials, steel, iron, aluminum

You can be an « Complete and absolute Intl and d . Gaming ti
Social entrepreneur if surveillance (cameras, digitally) ntlan (?cm?:tlc aT!“tSJ time et
fabric you play by the . New data & personal passenger traffic restrictions C.
) . ) ; restrictions for students
party’s playbook information protection laws

Source: InterChina Analysis. Confidential 9
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We have a shared view on the overall direction

“China’s train of development
and innovation is departing Our view
quickly. You are either on the
train, or you're left back at the « China is the main growth opportunity at
station.” scale in the world for the next 10 years.
Vresident APAC There is room and opportunity for global players.

EU Techn. Conglomerate - However, the rules of engagement and the

playing fields are changing fast.

“The opportunity is there for

MNCs to take. This country and « Key concerns are geopolitics, local competition,

market requires full new ecosystems, and business models.
commitment. You are either at

the table deciding on the =
menu... or you're on the menu. -~ We need to adaptl qmckly.

President China
MNC Chemicals Group

Source: InterChina Analysis. Confidential 10



Politics becomes business

CEO Takeaway

Know your playing field: Open or Restricted China?
Sensitivity, empathy and curiosity
more needed than ever




InterChina

Business as usual’ is gone forever... Decoupling is here to stay
Block’s differentiation moving from Transactional to Value Items.

Scenario / Probability Characteristics Role of Foreign Investors

“Constructive
decoupling”

/0%

Continued relevance

Semi-friendly, gradual, pragmatic decoupling

Techn. and know-how needed

Coop. and unilateral dev't simultaneously

" (most likely)
(_I I_) ::::ﬁ:lriig + Constant crises and antagonistic attitudes + Increased uncertainty...
20% « Trade barriers increase fast ¢ ... as MNCs are political targets
(less likely) - Speed up of regionalization
'D 4‘ fgo'/:]ﬂi‘:t - As above, plus military crises / armed conflicts ~ « Meltdown
(unlikely) - Trade blockade, radical disruptions of standards -« Full-scale boycotts

Negotiation Moving from “Transactional Items” .... Into “Values”

' Reshoring of
key industries Technology National
Tariffs . Human nghts W|th With me or
Standards IP Self Sufﬁqency
\ War ) -\Trade Bala@ . Political Moijy

Source: InterChina Analysis. Confidential 12



Empathy, Sensitivity and Curiosity will become critical soft skills
required to understand the reality, and react to it.

Crackdown
on Big Tech

996 work culture
Condemned by
Supreme Court

Gaming
Limit play time
for minors

Education
Suspending pro-
profit tutoring

KOLs, Fanclubs
Blacklisting

Western narrative C\WN

Destructs private initiative.
Set back to SOE-era.
Control of private capital and co’s.

Destructs private initiative.
Limits co’s growth and
freedom of work.

Attack on private corp’s.
Control of society.
Limit individual’s freedom.

Destructs private initiative.
Promotes separation from
Western values.

Exert control over society.
Impose a set of values.

InterChina

Chinese narrative

» Regulate an out-of-control industry.
 Protect national data vs. foreign entities.
 Protect users from data abuse.

» Supreme Court applying the labor law.
» Increase natality rate.
« Improve quality of family (life).

» Regulate prev. unregulated areas.
* Protect society from gaming addiction
(“"mental opium”).

» Recovers control over a sector out of control.

+ Helps to promote family values, reduces
educational costs, reduces pressure on
children and improve quality of life.

 Avoid groups outside the system.
» Prevent bad values / fanatism, and life
without moral purpose.

Source: InterChina analysis.

Confidential 13



InterChina

China’s priorities are and will be mainly of domestic nature
and drive the trends of going from quantity to quality

HIGHER EFFICIENCY HIGHER COMPLIANCE CHINESE CHARACTERISTICS

Financial Deleverage Environ. Protection Strengthen Party
& Sustainable System & Decarbonization & Party Values
- Debt control « Top priority (will NOT go away)  Grassroot CP
* ForEx control * Further closure of inefficient or * Anti-corruption
- Stock market revamp polluting factories - Alignment
* Higher costs — cheap capacity is | | « Values: Common Prosperity
closed down
Consolidation & Compliance Regulated
Capacity Decrease & Governance Corporate Ecosystems
« Mainly from closure of private  Unified code and application for  Big Tech: Avoid state within
co’s and “idle” capacities. personal income tax and state. Ensure co’s follow rules.
« Price spikes corporate tax « Control/ regulate data economy
- Supply problems - Social credit systems (for co’s - Common prosperity: Donations,
and individuals) wealth distr., tax enforcement

Source: China National Statistics Bureau, MEP, EIU, Bank for International Settlements, InterChina Interviews and Analysis Confidential | 14



InterChina

Bottom line, China is developing into... something new, in its T

S0
own terms st
China’s GDP development 1970 - 2020
15.000 - . Shift to Compliance,
' Maoera | Still strictcontrol | Reformsand | Systemic ; more control and
14,000 - ' but also socio- ' liberalization ! Liberalism woes : centralization
China has . economic reforms
broken a 13,000 - : : i Corruption :
200-year old 12,000 - | « Unsustainable !
Paradigm: ; | growth ;
11,000 - : '
“Only liberal, i+ Environment
democraticand = 10.000 1 ! ! |
capltallst- 9,000 - i i i
systems which : :
endorse fair 8,000 -
distribution of ! !
power and free 7,000 -
flow of capital, 6.000 - i i )
people and ! : i >
commaodities can, 5,000 - o™ ,&
in the medium to ! Q(’Oq 2P G
long term, create | 4,000 - | &N N
wealth and :
provide a 3,000 - ! :
sustainable 5000 | ! !
social system”. = GDP (USD bn) | i
1,000 - USD p.capita | !
0 = 7I7 — T - T T T T T T T 1
1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020

Confidential | 15



InterChina

MNC are taking actions already to changing policy environment
Over half of co’s plan to adapt. 24% see this as an opportunity.
Survey
results
How will you react to a China that is more policy driven?
Pro-actively
Strengthen gov't affairs function (e.g. communication,
(empowerment, activities, enhanced ESG,
Agree on the changing policy resources), but otherwise no donations,
environment, but no reactions significant changes for now foundation work)
6% 39% 31%
T s
Do not agree that policy < @ >

environment is changing

Source: InterChina China Country Manager Survey (October 2021, n = 287). Confidential 16



Reform forces

InterChina

You may need to re-define where you are...
The "70/30 China” model describes a complex reality
Open China (70% of sectors): ;
MORE OPEN THAN EVER. | Data mgm't
 data & flow

\ Smart mobility?
II0T?
' E-commerce?

i Healthcare?
Restricted China:
30%o of sectors

 Public services !
Defense
Transport / railway / aeronautics
Power / energy
State sector contributes to Telecom
1/3 of China’s GDP growth  * Finance

Automotive
Consumer goods, retail ,
Machinery e
Most of manufacturing industry . ~
Life sciences -~ ean\d

Private sector
contributes to _ -
2/37 of China’s
GDP growth

Protectionist forces

Source: InterChina Analysis.

Confidential 17



Competition
&
New Ecosystems

CEQO Takeaway:

The Plug&Play-model no longer works.
What does?




InterChina

China keeps building national champions...
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The Chinese manufacturing sector is transforming

and creates higher value-added, technology players...

China’s Made In China 2025 Policy

InterChina

18
=

Actual / achieved market share Targeted market share of Target
by local players in 2020 local players for 2020 reached
| |
Electricity transmission 90% 90% v
New energy vehicles 80% 80% v
|
High-end medical technology 10% 60%
|
High-end machine tools 10%| 60%
|
Semiconductors 6% 58%
|
Industrial robotics 39% 50% Almost
Industrial software (ERP) 25% 30% Almost
Industrial software (MES) 30% 30% v
Sources: MIIT, IC Insight, Tianfeng Securities, Shenzhen Gaogong, LeadLeo. Confidential 20



New Chinese ecosystems are transformative — connecting the docs

Customer access points, solutions, services and values

Leading Chinese groups migrate across sector boundaries and create larger ecosystems

InterChina

R

€2

Alibaba.com

C2C Taobao

B2C Tmall

Mobile payments Alipay
Ant Financial

Big data, cloud, mobility
Smart logistics / CaiNiao
Health / diagnostics

Telecom equ.
Consumer electronics
Enterprise / IoT
Supply chain / chips
Semicon prod. equ.

-

SINOCHEM

Chemicals
Agricultural

Energy, EPC, logistics
Real estate, finance
Light-weight, mobility

PEIZ
PING AN

TRET - RAT - B3R

Insurance
Finance
Property
Automotive
Healthcare
Smart city

Online retail

020 retail

Big data analytics
Logistics, drones

Financial services

—— pEnE
C3 crRRC

Rolling stock

Railway infrastructure
Water treatment equ.
Wind power

NEV. H2 buses
Logistics

Financial services

Tenceni &ifl

Social network
Gaming

Fintech

Business services
Online advertising
Retail

Smart phones
Smart lifestyle IOT
Internet services
New retail formats
Mobility, cars

&S BAOWU

Iron and steel

EPC

Gas, coal, chemicals
Hydrogen

Financial services
Production services

(1)
BaitN&EE

Search engine
Online advertising
Cloud business
Financial services
Autonomous driving
Medical & health

A SANY

Construction equ.
Mining equ.

Financial services
Material handling

Wind turbines

IIOT platform Rootcloud

Cars — entry level

Cars - premium
On-demand mobility
Connected intel. vehicles
Shared ownership

Flying cars

Transport ecosystem

Confidential

21



What is the impact for MNC? 71% of co’s expect to lose their &5y

traditional advantage as a foreign / int’l co’ within 5 years
f:srxﬁz By when will you have lost your “origin advantage” as a key competitive advantage in China?
929%

24% 24%
47%
28% 28%
19%
19% 19% 19%
Today Already By 2024 By 2030 After 2030
(No Advantage
Anymore)

Source: InterChina China Country Manager Survey (October 2021, n = 287). Confidential 22



How do MNC
react to all of this?

CEQO Take Away

Full commitment
Achieve Scale
Ecosystems Participation
Aggressive Localization




1. SCALE

Survey
results

Will become
more consolidated

Will remain stable

Will become
more fragmented

Difficult to judge

Sector Structure
Q: How do you expect the structure of your sector
to evolve over the next 3 years?

17%

6%

16%

InterChina

Sector consolidation is a main driver — and “scale” is y
becoming one of the main goals for most MNCs

5

L

1®

Sector Consolidation

Importance Of Scale
Q: With the rapid growth of the Chinese market and Chinese competitors,
scale in China is an increasing concern for many international companies.
Do you consider scale in China to be a KSF for your company?

~

Yes, scale is key
to being competitive in China

>

S

Scale is important,
but it is one of many factors

Scale is ‘good to have’, 0
but not a key factor 14%
No, scale is not important\ 2%

Source: InterChina China Country Manager Survey (October 2021, n = 287). Confidential 24



1 As a result, 62% of MNCs are looking to scale up and outpace

SCALE market growth over the next 5 years

Survey
results

MNC growth goals in China

InterChina

=

3% 1

8%

51%

2X

38%

1x

3X

5X

Track market growth  Outpace market growth, Outpace market growth,

to retain market share

and x2 in size

and x3 in size

Increase scale
by x5 or over

Source: InterChina China Country Manager Survey (October 2021, n = 287).

Confidential | 25



2 Ecosystems: A small but meaningful share of MNCs are

ECOSYSTEMS

Survey
results

Overall

already active in the ecosystem playfield

By Sector

Are you investing into new tech and ecosystem co’s in China?

InterChina

1
=

Yes, we have been doing
this some time already

Yes, we are actively looking

14%

(0]
for this type of investments S
Our company is not
doing this currently, 22% 26%
but we are considering it
60%
29%
54%
45%
51% L
No, we are not pursuing / e 71% 60%
or considering this :/ 57%
29%
30%
23% 21%
Other / not relevant 12% 14% 16%
3% 5%
Total Healthcare  Business Other Large Industrial Consumer  Materials Automotive
Services Equipment Parts Goods
Source: InterChina China Country Manager Survey (October 2021, n = 287). Confidential 26



ECOSYSTEMS

2

Ecosystems: MNCs invest in local tech players and become

InterChina

. . . . . = mgem ﬁ_é" '
increasingly flexible in their acquisition modes by
Tech-core | | Data- Service | | Access Eco-system
Acquisitions of product businesses Acquisition of service delivery capacity . ,
Completing portfolio by cat. / segments Project access, local engineering team Partnerships of co's that enable market access
i . T BHES f ' y
E‘T'I_“ Eaton_ buys Huan\(u High Tech and I'}e.'E“NOTF sth.ec" // innoforce ::Ills::Ic;_‘ Jnsp ur
J|angs.u Yineng Electric (both 2021) TFS and Innoforce to form Thermo Fisher Bio Cisco partners with Inspur Yunke (2016)
Product: LV breakers, data center busways Ph - . 5
armaceuticals (Hangzhou) (2021) Product: Cloud for gov't customers
Target sales p.a. USD 106 m, USD 60 m - Ph \ f ) .
Deal structure: 50% share in each target Product: Pharma dev't & mfct services Deal size: USD 280 m
Deal size: USD 300 m Deal structure: JV, 51% Structure: JV, minority share (49%)
'Is'hcelrlEnl\loTl-'lithleCr wf_t) & BOSCH A momenTa ThermoFisher [ paanGene
Bosch invests into Momenta.ai (2021) IFs (Life"Téchnologies) and DaAn Gene torm
Thermo Fisher invests in WuXi Diagn. (2021) Product: AI s/w for autonomous cars Guangzhou LT DaAn Diagnostics. (2012)
Product: Online diagnostics platform Deal size: USD 500 m (financing round) Product: Molecular diagnosis assays
Deal size: USD 150 m (B round) Deal. structure: Minority share Deal size: USD 5.4 m (registered capital)
Deal structure: Minority share, joined by 2 PEs ) ! Deal structure: 3V, 57.5%
ABB _ _ 70 & Honeywell @ FLUX BE Microsoft celc
ABB acqulglr-gdsusctaa?ar:gilngI;?;g:rflsot (2019) Honeywell (SPS) partners with Flux (2017) Microsoft JVs w. China Electronics Techn.
Deal siz e not disclosed Product: Warehouse mgmt. software Group > C&M Inform. Techn. (2015)
Deal structure: .67% rest in 3 years Deal size: not disclosed Deal structure: Minority Product: S/w (Windows 10) for gov't customers
: ! share (25%) in Flux, + set up of new JV (75%) Registered capital: USD 40 m. Structure: JV, 49%.
Sc%‘}%‘gﬁr DELIXI Cap tal_and - acceniure @ 4k {8 % HO Communication
Schneider Electric partners w. Delixi (2006) CapitaLand acquires Hyper Data Center Accenture Interactive buys
Deal structure: JV, 50%. Rev. grow 4x since 2006. Campus from AVIC (2021) Shanghai HO Communication (2018)
In 2019, the JV acquired 2 businesses from Delixi Product: Data center (55MW capacity) Product: Digital marketing agency
(wiring devices, meters for tariff, gas, and power) Deal size: USD 564 m. Structure: 100%. Structure: 100% acquisition
Source: InterChina Analysis. Confidential 27



InterChina

3 ~70% of MNCs will be fully localized in China within 5 years, ... W

LOCALIZATION

driven by the need to be locally competitive

When will a fully localized
China operations be necessary?

Localization Motives

=110
A

Survey
results

Source: InterChina China Country Manager Survey (October 2021, n = 287).

Won't be
needed 20% C C
Over 10 years 3% x I E
Within 10 years 8%
| “China for China (for
Stronger in-market
- . 82% | apabilities to be competitive a")_
Within 5 years 31% + Decoupllng (fOI"
some)”
69%
“From a MNC in
Now already | 38% Be perceived as more China, 1_:0 a Chinese
9%, Chinese / market access with Int.
No internal alignment c e
0]
\ S 202 ,Other / not relevant Characteristics
Confidential 28



3 The key issue for the coming 3 years:
LOCALIZATION

Goal: Market access
Keep qualifying as vendor in politically sensitive customer sectors;

What does it mean to be “More Chinese”, for me?

InterChina

1
=

Preventing national or local gov't to disqualify foreign vendors.
A
S
X Selling global business entity to local investor
Q
b = 3rd .
@ ; ; ; ; o Partnerships w.
< Selling China entity to local investor @ (F:)IZ% local tech co’s
= o _ Goal:
L>). Selling minority to Chinese PE 5 . Be more
= | IV w. local player (foreign £ Flexible China Local bonds IPO in local competitive
[} . =\ © payment terms Holding Convertible stock markets
'O | party owning minority) i (credits, AR) co’ loans
= Speed
$ Abolishing English Localized
ol | - e Lol [PV = Independent China ol g:: Add Chinese 10 11 decision-
(foreign party g local mam't Advisory requirement for directors to . ki
g‘ owning majority) o 9 Board local managers / BoD to China making
T team sales staff authority
L | Acquisition Prcl)dl_,lcts and
Y 1 of local =) Joint product R&D, NPD Shi , solutions
y : U ift global product China org owns g
o laver ] development with ‘In China . suiting local
o — local customers For China’ manager to China global produict market
c
o needs
o - In-country Pre-sales Upstream In-country More local
|.|°. Q assembly application supply chain production autonomy
® plant engineering fully localized plant org.
- - - - - - : '
Foreign companies being "Commercially and operationally Chinese”
Source: InterChina Analysis. Confidential 29



In this context,
Inorganic growth becomes relevant

CEO Take Away

New questions on the Acquisition Playbook
Open to minority JV?
Ready to play the IPO road map?
Acquisition of Listed Co in China?
How to bring in Corporate VC?




InterChina

Localization and ecosystem integration becomes a KSF in the

Survey pursuit of scale - M&A is a key tool to achieve this rapidly
results
Does M&A work for MNCs in China? Is inorganic (M&A) an option for the future?

of companies
0 had positive or O say yes
O very positive O in order té):
experiences.

Expand market share

O of companies had a
O “neutral” experience

Build new businesses

Better WTM or market access

of companies had
1 6 0/ O “bad” experiences

More localized offering

Source: InterChina China Country Manager Survey (October 2021, n = 287). Confidential 31



A new China M&A Playbook is required:

InterChina

. . - . . 2 "
Deal structuring is becoming more innovative.. e
New Trends DEAL
When owner wants to When current owners still
completely exit want to be engaged
Road map to _ _ _ _ N
control (2 or3 " iI:g;éi:Slngly rare in the = ;r:%sr?tiltftr;kle. acquiring a
phase deals) i )
= Risky for smaller Transaction 2: acquiring
businesses, because of the rest of the equity
lack of continuity
Minority shares Buy-side
scenarios
LISTED COMPANIES PRE-IPO COMPANIES
i i ; When current owner wants be
Acquiring When Owner |§ listed but is listed.
open to synergic growth
Pre-IPO targets
A. Delist and buy A. Two-phased deal (70-
30%) with higher synergy
B. Become a minority bonus
shareholder with control B. Minority strateg
.. ) . Minority strategic
Aclflu"':jng C. Acquire a BU and form a investment (pre-IPO) with
iste _ IV with a Listed Co \ call option
companies
Source: InterChina Analysis. Confidential 32



The Re-emergence of JVs: 65% of MNCs are ready to enter into
partnerships (in 2018, only 25%). 30% open to 50-50% JV and minority =l

Survey

results

Overall

InterChina

REE

Equity Share: What is your approach to equity partnerships with Chinese companies?

By Sector

30% open
to 50-50%
and
minority!!

Only use fully controlled
investments (WFOEs)

Prefer WFOEs, but

0,
are open to majority JV's 5%

2 Prefer WFOEs and
majority JVs, but
open to 50/50 and

30@ minority JV's

No specific preference,
open to all forms
of investment in China

Total

35%

20% 21% 21% 260,
° 30%

Automotive Healthcare  Materials Other Consumer Large Industrial Business
Goods Equipment Parts Services

Source: InterChina China Country Manager Survey (October 2021, n = 287). Confidential 33



Survey
results

InterChina

Valuation is still one of the top challenges e
Multiples range from EBITDA 9-12x to >12x in many sectors

Main Deal Challenges

High
Valuation
Expectations

Availability
(Incl. Low
Target Interest
In Deal)

Unacceptable
Business Practices
(E.g. Compliance)

Suitable
Target Size
(Too Large/Small)

Others

(Deal Structure,
Lack HQ Support,
Etc)

36%

21%

18%

13%

7%

g =

Average Valuation Multiples Estimations In Respective Sector 2021

>15x

12-15x

8-12x

180/0 180/0 150/0
<8x 8% 7%

Healthcare  Business = Consumer  Industrial Materials  Automotive Large
Services Goods Parts Equipment

Source: InterChina China Country Manager Survey (April 2021, n = 150).
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45
40
35
30
25
20
15
10

Sep-16

Nov-16

Jan-17
Mar-17
May-17

However, the valuation of Chinese listed companies is no
longer at premium - will set the tone for 2022 valuation trends

Jul-17
Sep-17

InterChina

PE Ratio of S&P (US), EUR 200 (EU), and SSE (Shanghai)

—S&P 500
SSE
—EURO200

Jul-18

Sep-18
Jul-19

Nov-17
Jan-18
Mar-18
May-18
Nov-18
Jan-19
Mar-19
May-19
Sep-19
Nov-19
Jan-20
Mar-20
May-20

Jul-20
Sep-20
Nov-20
Jan-21
Mar-21
May-21

Jul-21
Sep-21

Source: Bloomberg, October 2021
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Multinational
Best Practices

CEO Take Away

Spend time to align global & China teams.
Bring China talent into your global Board.
Bring your Global Boards into China.
Reshape Organization Chart to achieve flexibility, speed and
responsiveness in China.




Best practices that most MNCs are executing or planning for

InterChina

Investment Ad-hoc Acquisitions: IV with
China B-brand / Local market access
investment Premium/ partner
channel Platform x
growth
IP Register IP Acquire local Move from Put your global
locally R&D center / “product” to R&D champion

team

“service solution”

into China org

§ Recruit Chinese
© national as real
5 leader from
g external sources
U]

Incentivize local
leader-ship with
stock options

Make China CEO
part of global
Exco

Full China P&L

responsibility

DM authority
grid

Appoint
China Based
Talent in global
BoD

Create specific
China Advisory
Board

Confidential
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InterChina

New governance tools: Adding China talents to global boards
(Chinese nationals or foreigners with long China experience)

b
Ei
1&

TG a‘cn‘d\aé

SWIRE | | coonfveam || Samsonite

| /)
WPP CLARIAN TIE J°é‘;‘,f;g IS))X('

Source: InterChina Analysis. Confidential 38



InterChina

‘ New governance tools: Creating “China Advisory Boards”

L

1®

To facilitate China growth related issues in a more focused and systematic way

Three Mandates: 1) Bridge with HQ; 2) Sharper China Strategy; 3) Deeper Access/Network
Board composed of both corporate representatives and external “old China hands”.

2 to 4 externals is a good mix, to ensure external voices are predominant.

Regular quarterly meetings. / \

China
Advisory
Board

HQ

ExeCom
BoD

§ Co’ China MD - China

 Ext. Consultant — China
 Ext. China Old Hand
i
i

Ext. Prev. CEO

\ Ext. Prev. VP /

Source: InterChina Analysis. Confidential 39



Shifting HQ gravitas to China:
Relocating global, division, or APAC to China

InterChina

T
Examples of MNC's global HQs (or, global division HQs) that shifted to China
A BB | AkzoNobel G serriavcoe || AR IRER ( |
ij aye < < U Ohn N
W Functional IPEp ) | pjochn GRUNDFOS »
Robotics Div. | | Chemicals BU Gen. Medicine || Wind power Pfizer's generid | Comm. Building
From Detroit | [From Amersfoort From Leverkusen|| From Denmark drug unit HQ Services
To Shanghai To Shanghai To Beijing To Beijing From NY to Shanghail | To Shanghai
I=z5 ||Honeywell| Thermofiche || @ e || sTARWOOD| AMDIl| S | g
- Electronic Environm. anguar
Procur. Div. Materials BU || Instrum. Div. X-Ray Div. Desktop BU
From New York | [From New Jersey}| From Waltham | | From Wisconsin || From New York From USA From Roseville [|From Hong Kong| |[From Hong Kong
To Shenzhen To Shanghai To Shanghai To Chengdu To Shanghai To Beijing To Shanghai To Shanghai To Shanghai
2006 2008 2009 2010 2011 2012 2014 2015 2020 2021
No. of totally established MNC regional HQs in China C
I Beijing 000 953
Shanghai 794 848 186
734 180
690 178
587 161
530 150 155
387 G =
[ 82 |
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Source: Shanghai Municipal Commission of Commerce, Beijing Municipal Commerce Bureau, Public Media.

Confidential |
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Role of HQ in governing BUs in China Indirect

Direct

»

Reshaping Corporate Reporting Lines:
A new balance btw. key stakeholders:

(no examples)

- Local autonomy
- Local “weight”
+ Verticalization

China Head in full control of BUs
and all functions in China

CEO
]

Decentralized Governance of BUs in China (China-level) Centralized

+ Local autonomy

DM in China:

¢ Product mgmt.

+ R&D

» Manufacturing

« Sales

- Verticalization

+ Local “"weight”

- Local autonomy
+ Local “weight”
+ Verticalization

InterChina

HQ, BU and China CEO.

+ China CEO / President part of global ExCo
« China head reporting directly to global CEO.
» More global mgm’t moved to China.

"I agree with the idea that our China org
should have full autonomy but not that it
should be fully independent. The strength of
an MNC in China is to be very local, yet also
still a part of a larger group”.

Confidential 41



InterChina

Revamp from an innovation perspective, MNCs are already
reacting — only few will remain reliant on HQ-driven R&D

st
e
f

Survey
results How advanced will your R&D activities in China be?

Advanced/Core Techn.

Concept Development

Product Development 23%

Production Adaptation 21% 25%

HQ Still Responsible 8%
For All R&D
Other / Not Relevant 11% 11%
Status Quo Future Development

Source: InterChina China Country Manager Survey (October 2021, n = 287). Confidential 42



Conclusion &
CEO Agenda 2022




InterChina

CEO Agenda 2022

18
=

Where does the "New China” stand in my global strategy”?
(Market and competitors - source of innovation? Partner for global growth?)

What does it mean “to be Chinese” for my company?
Do I need to decouple, or should we focus on normal business localization?

Am I fully capturing the Chinese innovation boom?
Do we understand the New Chinese Ecosystems? Can we be part of it?

What is the role of inorganic growth for us?
Should I consider alternative models such as minority participation, listed co’s, corporate VC?

How can I achieve alignment btw. HQ and China teams?
@ WWhat governance model allows us to be close to China, but still retain our corporate DNA?

ICEN S N S

Source: InterChina Analysis. Confidential 44



It has never been more pressing than now
to have a clear alignment between HQ and China teams

Remember: None of your Chinese
competitors are facing this challenge

BU Matrix HQ Global Division

L

\

-~ -t
p
n

2
@
, \r./ﬁi“‘._ X
- ~ =
&

i .
5

AN

-

3

A\
MNC China subsidiary

Source: InterChina Analysis.
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Food for Thought...What's coming in the next 3 years?
The new Chinese industrial global leadership

China’s future global relevance vs China’s future absolute growth (2017 — 2025)

| ([ gy Hyperscale data -
centers in units i
5 — S o —— O
1 | H2 refueling \f;
| stations in units o T— =,
: Space rockets
rs § no. Of |aunChes p-a. Industnal robot
Z . . . unit sales
. y Lightweight materials
[ Market value in USD bn
il Ly . LIES,
3D printing equ. | !é:ﬂ
i |
in USD bn | Electric vehicle
o | sales in m units
|
A % )
Offshore wind power | _ Wind energy
Install. capacity in MW | Commercial drones  consumption (mtoe)
| In m units
____________________ JI____________________________________________
Magnetic sensors Nuclear power ;
. \ ' _ Fork lifts
D I )
in USD bn | consumpt. in mtoe inmunits ;
08&G cons. : -
Compressors | 'ii W stock)in USD bn  production
9 in USD bn I Eﬁ mEPE  jn mtons
! == CRRC

: Solar PV panels

| 4Output in GW
ouP

|

/

012345678 9101112131415161718192021 222324252627 2829303132 33343536 3738394041424344454647
Where will China win more global relevance? China’s global share, in %, in 2025

82

InterChina

Various sources, InterChina analysis.
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InterChina

Contact Us

Reach out to us to learn more about our experience and capabilities

b
Ei
1&

Corporate Finance Shanghai

Eduardo Morcillo
Managing Partner, Head of Shanghai

Barry Chen
Partner in Charge, Head of Corporate Finance

T: 486 (21) 6341 0699
E: Barry.Chen@InterChinaPartners.com

T: +86 (21) 6341 0699
E: Eduardo.Morcillo@InterChinaPartners.com

Suite 1201, 100 Bund Square, 100 South Zhongshan Road
Huangpu District, Shanghai 200010
P.R. China

Hong Kong

Kent Ng
Partner, Head of Divestment Advisory

T: +852 28248324
E: Kent.Ng@InterChinaPartners.com

66/F, The Center, 99 Queen’s Road
Central, Hong Kong
P.R. China

Follow us for more information Beijing

Jan Borgonjon
President

T: +86 (10) 8451 2088
E: Jan.Borgonjon@InterChinaPartners.com

Suite 1106, Golden Land Building, 32 Liangmagiao Road
Chaoyang District, Beijing 100016
P.R. China

www.InterChinaPartners.com
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