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Recharting Growth: China's Economic
Transition in a Volatile World

Jackie Yan



China Remains the Leading Engine of Global Growth, but Needs New Drivers

China to Remain the Largest Contributor to Global Growth (2025-2030)

Russia,
Indonesia, 3.40% 2.00%

Germany,
Brazil, 2.00% | 1.70%

India, 15.20%

Vietnam,

1.20%
Bangladesh .
: 1.50% Saudi
Arabia,
1.10%
Philip Korea
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China, 23.00% United States, 11.30% 1.20% 1.20% 1.00%

Source: Bloomberg, IMF
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The 15th Five-Year Plan: A Multi-Pronged Strategy for China’s Economic
Transformation

Modernized

Industrial System

Technological
Self-Reliance

Digital Economy

Domestic Market

Upgrade
traditional
industries

Foster emerging
& future industries

Advance high-
value service
sectors

Next-generation
infrastructure
construction

Source: China's 15th Five-Year Plan
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Breakthroughs in
core technologies

Optimize national
R&D ecosystems

Enhance
corporate-led
R&D

Integrate
education, S&T, &
talent
development

Expand digital
infrastructure and
data assets

Accelerate
economy-wide Al
& smart
integration

Foster a regulated
and sustainable
digital ecosystem

Expand domestic
consumer
demand

Expand effective
investment

Advance unified
national market

Structural Reform Opening-up
Revitalize market Proactive
entities and institutional
businesses opening-up

Improve market-
oriented resource
allocation

Enhance
macroeconomic
governance

Optimize foreign
trade and inbound
investment

High-Quality Belt
and Road
Initiative

Promote global
economic
cooperation



Traditional Industries

Mining
Metallurgy
Chemicals
Light Industry
Textiles
Machinery
Vessels

Construction

Source: China's 15th Five-Year Plan

Emerging Industries

Next-Generation
Information Technology

New Energy

New Materials

Intelligent connected NEVs
Robotics

Advanced Equipment
Biomedicine

Aviation & Aerospace

Future Industries

Quantum Technology
Biomanufacturing

Hydrogen and Nuclear
Fusion Power

Brain-Computer Interfaces
Embodied Al

6G Mobile Communications

Industrial Policy in Focus: Embedding New Technologies into the Old Economy
to Drive Productivity Gains

Core Technologies

Integrated Circuits
Industrial Machine Tools
High-End Instruments
Foundational Software
Advanced Materials

Biomanufacturing



China’s Al Strategy: Fast Following, Faster Adoption

Fast Follower: China’s Al Models China Commands Nearly 70% of China’s Share of Global Robot
Narrow the Gap with the U.S. Al Patents Installations Climbs to 54%
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Sources: PwC Analysis, Artificial Analysis, 2025 Al Index Report, International Federation of Robotics
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China’s Green Transition Moves into the Industrial Core

PwC

Coal Remains the Main Source of China’s

CO2 Emissions
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mCoal and coal products = Oil and oil products

mNuclear

m Biofuels and waste

Sources: PwC Analysis, IEA

= Hydropower

2020

= Natural gas

= Renewables

China’s Energy Consumption — Industrial
Sector in Focus for Decarbonization
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“Invest in People” Becomes a Consumption Growth Strategy

China’s Growth Has Built a Retail
Market Near U.S. Scale

USD Trillion
6.5

6.1

5.7

5.3

4.9

4.5
2018 2019 2020 2021

China — U S

Sources: PwC Analysis, World Bank, eMarketer
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2022 2023 2024

Capital Formation

China’s Consumption Share of GDP

45%

Remains Structurally Low

40% ® China
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Final Consumption

Consumers Are Prioritizing Services in
Near-Term Spending Plans

2018 Q4

Travel
29.3%
O
Education
28.2%

Health Care
26.3%

Big-Ticket Item
22.2%

Culture &
Recreation
18.5%

m——

2025 Q4

30.8%
30.9%

e 28.4%

26.0%

18.3%



China’s Economic Transition: Strategic Signals

01

- Economic transition remains China'’s central
policy priority, even as the operating
backdrop grows more challenging.

- Policy is seeking to upgrade traditional
industries while scaling frontier technologies
and nurturing new growth sectors.

- Technology diffusion will be a critical growth
lever, connecting industrial upgrading with
demand for Al, green tech, and advanced
manufacturing.

- Policy-led capacity growth have intensified

competitive pressure, but anti-involution
policies could catalyze consolidation.

- Consumption reform offers meaningful

long-term upside, with demand gradually
shifting toward services.

- China’s outbound investment and capital-

goods exports are reconfiguring Asian
supply chains and strengthening ASEAN’s
manufacturing position.

10



T

g
]
g

PwC



Shenzhen overview and key
industries

Linda Cai



Shenzhen Overview

Market Vitality

Shenzhen is the first Special Economic Zone in China. Shenzhen sets a
precedent by introducing Entrepreneurs’ Day, to be celebrated on November 1
every year. Innovation is in Shenzhen's genes.

It was rated by The Economist as the most successful
Special Economic Zone among its 4,300 counterparts.

,Q,Q\ Over 310 Global Fortune 500 companies have invested in
OO0O  shenzhen.
—//\

= In 2024, Shenzhen's GDP hit RMB 3.68 trilion (Global Top

/ﬁ 10th) .

Key Chinese industrial city:

J
“][l[' In 2024, Shenzhen's total output of industrial enterprises marking
* the highest growth rate in nearly 13 years.

For the third consecutive year, Shenzhen ranked first among all
Chinese cities in both total output and added value of output of

industrial enterprises above designated size. (TS EFEHIE)

PwC

Shenzhen has 4.404 million commercial entities in total, ranking
top among all cities in China.

-

Atotal of 10 Shenzhen-based companies were on the 2024 Fortune
Global 500 List.

=s.
\)
A\
\
AN

There are over 25,000 state-level high-tech companies in
Shenzhen.

=X

Patent: Shenzhen ranked first among all Chinese cities in the
number of PCT (Patent Cooperation Treaty) patent applications for
21 consecutive years.

|l|l|_||:|
alim

High-tech companies
established in Shenzhen

V2 HUAWEI sy o
S ZTED% — -y
Tencent i&if tb T & 8 &

ciyr
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Key industries and players (1/2)

New energy vehicles

It was included in the first batch of national pilot cities for comprehensive

electrification in public areas

4 — QE @
cn -O—
Q 0 _nnr
320,000 units 76.9% 10 millionth
NEV sales reached With a market BYD rolled off its
in 2024 penetration rate of NEV
Qe = ]
(@) v
Q) ‘ 4
—
No.1
nationwide 134,000 421,000
The city ranked first In 2024, new Total number of
among Chinese charging stations charging stations by
cities in automobile were added Dec. 2024

production volume

PwC

Life sciences and healthcare
é High-end Medical Devices

In 2024, the output value of Shenzhen's high-end medical device industry exceeded
RMB 100 billion, ranking first nationwide.

Shenzhen ranked first for the number of listed medical device companies in China.

o
°“H Biomedicine

24R|222 the added value (101E) 1 1 Number of existing
Biilion of blopharzrggéllndustry n listed biopharma firms

,ﬁ Cells and genes

Shenzhen boasts a well-established upstream and downstream layout for the cell
and gene industry across the industrial chain.

The industrial chain

Cultivated leading companies

Outsourcing
services

EXER MG : — 0 ImmVira - - S & m
== Al Ik # =49 INNOY:)NA X Eo ) 1|
=2 XS ﬂ( eicocamonsy HAPIOX CJ) memes NNOZIINA PREE%%I\IE B kot iapharm
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Key industries and players (2/2)

New Energy

* Shenzhen has built China's first virtual power plant management center and a
power charging, storage and discharging network.

+ Shenzhen became the first to provide tax-free LNG filling services for

) @l

RMB
101.87 10.2% 135
billion - million tons
2024 industrial Up 10.2% YoY The annual natural
added value gas receiving

capacity

PwC

Low-altitude Economy & Aerospace

Shenzhen ranks among top for traditional aviation, especially helicopter-
related operations.

Complete industrial and supply chain system for the unmanned aerial
vehicle (UAV) industry and occupied a leading position in global competition.

Distinctive industrial system in areas such as the R&D and production of small
and micro satellites.

V2 HuAWEI C!ll

i = & & ZFINE IR

— -
(Sr) EXPRESS [, E@INE
N 4

A mangma APSAT.

m@m* TALEEHERERIDERAR
APT MOBILE SATCOM LIMITED
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MNC strategies in China

Linda Cai



The New Reality - MNC behaviors indicate a “Capital Lifecycle”

Keep investing in China

Green-field
Acquisition/JV

Enter new sector

Exit China/Carve-out and sell cvC

Carve-out non-key Bus

Capital
Lifecycle

Dispose

Restructure

Change operating

“In China for China” model |
restructuring *  Build supply chain

PwC
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Investing/Localization : strengthen local footprint and enhance
market dominance via acquisitions and capital injections

PwC

Pattern

Acquire local distribution
and production
infrastructures to accelerate
capture of local market

Buy back Chinese partner
shares from JV entities to
strengthen control and
stimulate local development

Typical MNCs observed

ARR |'OREAL
Sonova - séEific

@ a2
HY_UnDF" e;

P4 Swire Group

Showcase

==, Autoneum acquired 70% of
~©~ Jiangsu Huanyu in 2024

B Expanded product portfolio.

B Entered the supply system of Chinese NEV
market which brings in new business
growth drivers.

BMW acquired 25% of BMW China
Brilliance, rising total shareholding to
75% in BMW China

B Capture premium market growth.

B Foreign capital allowed to own controlling
shareholding in China since 2022.

18



“In China for China” restructuring: align with Chinese market rules,
usually by bringing-in local investors (1/2)

Pattern Typical MNCs observed Showcase
(. N
m Jﬁ McDonald’s exit and re-entry in
d) DE THLON China market
Restructure shareholding (&4 ]
VA 6 .
/Q:/O\/ ST £ e Eee 3 (1) 2017: MCD sold 80% to Trustar, etc..
/) model to fit for “In China for ©) 2023: MCD bought back to 48%.
China” Strategy GER Now ideas for wellness )
R [ XX ] H H .
,il‘Jl G meljl e In China for China measures:

(1 Accelerated store development
(2) Upgraded delivery service

O0-BASF be Y

e create chemistry (3) Digitalization
) Localized menu and supply chain

2\ 4

B Stores TRIPLED
B Digital order from 25% to 95%
B Logistic cost -20%
B Net profit DOUBLED

PwC



“In China for China” restructuring: align with Chinese market rules,

usually by bringing-in local investors (2/2)

Pattern

S Build diversified regional
—> — supply chain to reduce

supply shortage risk due to

geo-politic turmoil

PwC

Typical MNCs observed

D<A LTechnologies

T &

Showcase —

-

N
HP announced gradually relocation of

supply chain from China to Thailand
and Mexico to save cost

B Cost saving plan including include tariff
reductions, labor cost differences (with labor
costs in Thailand being only 60% of those in
China), and benefits from logistics
optimization.

20



Exit China/Carve-out and sell

PwC

Pattern

Carve out business units
and sell to
strategic/financial investors
or IPO

Exit or liquidation of non-
core assets, due to
regulatory issues or bad
performance

Typical MNCs observed

Panasonic
piT B ) BR

NS 1) NOVARTIS
Gyowakirin GATLY!

[ General Motors

®

Carrefour

Qorvo:- &

AstraZeneca 6

Showcase

4 ™\

“{0y¥s  AstraZeneca rumored to spin-off
{ China business for HK IPO in 2026

B China’s valuation premium for high-
growth market with innovative drug

B Flexible pricing for centralized
procurement %%

_ ™ First-generic competition B

e ~\
°3<1n:>h]‘)i{ Qorvo sold 100% of China

business to LuxShare in 2023
B In semiconductor sector, MNC identity is

not favored under current regulatory
environment

B Focused on R&D and core wafer

manufacturing located in the United States
\ v

21



Solutions to solve key market challenges by M&As

Expand market share

R&D and agility

Loss-making BUs

PwC

Challenges

B Fierce local competition, e.g. low cost and
multi-channel

m Different market rules, e.g. digital marketing;
digital sales platform, etc.

B Enter profitable new sector
B Capture high-growth dividend in China

B Talent retain and China knowledge

B Ring-fence underperforming units to protect
core margins

B Acquire selected local players to secure

distribution channels, customers, capabilities, etc.

B Introduce local strategic investors/JV partners
who can bring-in resources

B Acquisition to enter new sector

B Form CVC (corporate venture capital) for
frontier investments

B Establish R&D centers

B Explore strategies to turnaround

B Execute a divestiture

22
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Greater Bay Area
- what you should know




Rebecca is the Markets Leader of South China and Tax Lead Partner at PwC China’s Shenzhen
Office. With more than 25 years of experience in tax advisory, she possesses extensive expertise
in Chinese Mainland, Hong Kong, and international taxation.

Rebecca is well-versed in Chinese taxation as well as related foreign exchange and industrial
regulations, providing practical solutions for enterprises to navigate rapidly changing economic
landscapes. She excels in establishing effective tax group structures for domestic mergers and
acquisitions of Chinese private enterprises/listed companies, assisting with tax compliance
filings, conducting tax due diligence, offering tax advisory services for corporate listings and
restructurings, advising on taxation matters related to supply chains and business models,
applying for and securing tax incentives, and helping businesses address tax disputes, fund

g:lzﬁcccﬁiz\;?\?agr Kets Leader | transfers, and other related issues.
Shenzhen Office Tax Leader Rebecca also leads the outbound investment tax services in South China, with experience in due
PwC diligence for overseas acquisitions and tax planning for investment structures across multiple
industries, including plantations, mining, biopharmaceuticals, manufacturing, automotive,
LinkedIn: Wechat: logistics, electronic communications, high-tech industries, and consumer goods. Her outbound

services include assisting companies with pre-investment site selection, cross-border supply
chain tax planning, design of overseas investment tax management manuals, application for
local tax incentives, and overseas tax compliance filings.

Rebecca graduated from Professional Accountancy at The Chinese University of Hong Kong
and holds an EMBA degree from the China Europe International Business School.

Rebecca is the Committee Member of ACCA Hong Kong; former Vice President of the South
China Region of CPA Australia; Member of the Mainland Tax Committee of HKICPA; Member

of TIHK; and Committee Member of Guangdong Hong Kong Chamber of Commerce.
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“One country three systems” and one-hour living circle

9 Mainland Cities in
Guangdong Province

Zhaoqing

With largest land area in n
the GBA

Foshan

Manufacturing
Innovation Centre with
manufacturing-based S e
economy

Zhongshan

Base for advanced
manufacturing and %
modern service industries

Jiangmen

Rapid development of 1
strategic emerging u

industries

PwC

2 Special Administration Regions

4 National Cooperation Zones

(Hong Kong & Macau) — pilot policies & tax incentives

_ Huizhou
Gateway of Eastern
& Guangdong

I e Guangzhou
w Core Gateway City of the
GBA City Cluster

~ Dongguan
. Lt International Advanced
=sivr= Manufacturing Centre

‘Shenzhen
®

° International Technology

% Mand Innovation Centre
[ ] ’ 3
¢ ° ‘; ™" Hong Kong

2= Most international city in the GBA.
W |International Financial, Shipping, and
Trade Centre

: | Macau
#®. World Tourism and O
Leisure Centre

Zhuhai /i
Entrepot tor
International Innovation

Resources Asia

Ranked #1 in the
world: Shenzhen-
HK-Guangzhou S&T
Cluster (WIPO
Global Innovation

Index 2025)



Connectivity and “one-hour living circle”

Beijing-Guangzhou Passenger Line

(

= Bvi;ge f B With direct access facilities for both
iR (opened in 2019) — passengers and vehicles

Liantang / Heung Yuen Wai
Boundary Control Point

B Shortens the distance between Dongguan
and Panyu District by at least 10 km v
[r—— Bdg | finy~ et
enzhen-Zhongshan Bridge fo \7:‘\ o .

(open in 2024) Shenzhen / of

\ Youngest population (1/10 of
Me China’s working population; 0.89%
birth rate; <10% old population)

27

B Reduces the travelling time between
Shenzhen and Zhongshan from currently
2 hours to 20 minutes

Hong Kong Section of
the Express Rail Link

v

B Takes only 48 minutes to Guangzhou South
R .2

‘!

4
: , v t Ko ’\
Hong Kong-Zhuhai-Macao Bridge : H (!h:’ A ‘gtatl e
B Reduces the travelling time between the Hong 4 &,. .

Kong International Airport and Zhuhai from

PwC currently 4 hours to about 45 minutes Source: Constitutional and Mainland Affairs Bureau, Transport and Housing Bureau



GBA’s major industries are led by privately-owned enterprises
Representatives companies (headquarters) in all industries

Finance and fintech

hEEZ
oncan  WeBank

Tech (TMT, robotics,
Al, hardware)

Tencentisin I
V2 HuawEl R

Consumer electronics

TCL Vivo

» GRREE

@idea

SOEs

flex

, Y ASEE DEeF
FOXConn ku"{\:gi:lrr: oppPo OSLEER cEC v2%7
China

Resources

UBTECH ZTE

EVs and battery

SUNWODA
=+-rO AABEIZ

EVE 24488

AION V

Consumer markets,
logistics

Biotech and medical
equipment

mindray (@') e

PSS rEsE  WHES
— - LIVZON

i EXER
O Hepalink EXER

SHEIN

PG
CIMC ths

Walmart >,<

(5r)
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Business opportunities and synergy in the GBA
- Find your model

1. Trading and sourcing hub in HK
Suppliers in GBA cities

GBA city / Electronic Electrical Petro- Energy F&B LED lighting / Pharma / Furniture | Auto parts | Household
Industry information / | products/ chemicals | conservation / processing textile, garment, medical /new appliance
electronics advanced environmental shoes and device / energy
equipment protection / accessories biotech vehicle
clean energy
Shenzhen v v v v v
Guangzhou v v v v v
Dongguan v v v v
Huizhou v v v v v v
Zhongshan v v v v v 4
Zhuhai v v v v v
Jiangmen v v v
: 2 Foshan % v v v v % v v v
Mainland Cities in GBA — Zhaoging v v v v v v v

Manufacturing Base

Source: InvestHK, PwC analysis
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Business opportunities and synergy in the GBA
- Find your model

/ J
/|

Hong Kong - Regional Sales/
Service Hub

\

d || e
Guangzhou . Foshan — Shared
Service Center

(L1

Crreeeenee
A

i

[CCCCCCreenns

2. Regional sales / services hub in HK
Shared service centre in Shenzhen, Guangzhou,

Foshan

* >73% GDP in Guangzhou’s GDP is from tertiary industry.

* Headquarters and sales / service companies in Hong Kong
may set up a shared service center in Guangzhou for a lower
cost of operation and standardization of process.

* Foshan is also another popular place for shared service centre.
+ Examples (public information):

@ P PayPal

Q1>

Shenzhen

HSBC Asia Pacific .
Support Centre  PRUDENTIAL=~=> ) Regional IT
Global - Foshan % ¥ 1% & # - Service Hub -
Customer Shenzhen
Services
Centre —
Guangzhou, incorporated D Regional
Foshan . .
Global Service \ 851:::1.0“
Centre - ® Guangzhou

Guangzhou

Operation Center -

External Service

Customer
Service
Center

Operational

Call Center
Center

Backend
Database
Center

Financial
Functional
Department

Training
Department

Internal Service
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Business opportunities and synergy in the GBA
- Find your model

3. Listing vehicle in HK | Headquartered in HK
IP Hub + R&D hub in GBA cities

» With robust legal system and unique advantages in financial services,
Hong Kong can act as an IP hub / listing vehicle / headquarters.

+ Setting up a R&D hub in Hong Kong, Shenzhen, Dongguan, Zhuhai,
etc. will bring the latest thinking, capabilities and ability to build

e prototypes of new solutions to help companies drive innovation.
Hong Kong - * Examples (public information):
Listing Vehicle / IP Hub

Listing — HK
Headquarter and R&D - Shenzhen

Innovation Centre / Accelerator /
Applied Lab - Shenzhen

R&D Centre - Dongguan

STNE =
| _ 79 Vincent A A
Qualcoamm Intel ;;e_,/\_ - Mzné:itecr; l C/J ,
Nestle \") Xta|oj Al+biotech
AIRBUS ne)(perla § 4 'WEER
-l SIEMENS HUAWEI % & % .
. T e B T Robotics

Zhongshan etc. — R&D Center (Inflneon/ Kol S JLI';FJH)&(EHARE VIVO UBlCCH

P @&
LY
Amphenol ’ SANOFI

oppPoO
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How to plan your set-up in the GBA

Overseas parent

Hong Kong entity
(subsidiary / JV)

PRC entity

(Decide your: \

* Investment & financing structures

* Business model & cross-border
fund flows

* Restrictions: allowable biz

activities and scopes, licenses J

(m]

(m]

A good location for holding company / JV
structure (HK applies common law systems)
Good tax treaty with Chinese Mainland
(dividend withholding tax reduced from 10%
to 5%); tax exemption for investment exit
Free from forex control and good for cross-
border treasury centre

Enjoy pioneer / preferential polices for
investment in the mainland

Need to avoid ‘cash-trap’ and design smart
investment and funding structure

O Need to manage tax risks as China adopts

big data analysis and sophisticated
Also aware of compliances in cross-border
data transfer,

32



PwC’s various programs

Shenzhen, Nov
2026

Collaboration with
universities and
Ip%?nsg’:i]c?r? t Gov't Start-up incubators
agencies Community

5‘5% ZESP  MIDPA Docec b @
RERSSREBILAE BRIt X B9
3 22 D 7 Ll 1 =

SHENZHEN ¢

Y

Industry

events

GoGlobal Task Force Pgithit % 45 B
C

Launch Ceremony ExEhfi§3t 06.10.2025
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