&+> - FOR THE BEST EXPERIENCE USE AN ETHERNET CABLE TO CONNECT

];g[ - THE PRESENTATIONS WILL BE SHARED AFTERWARDS

¢ - THE WEBINAR WILL BE RECORDED

2¢ - BEHIND THE SENCE WE HAVE A MODERATOR THAT CAN HELP IF YOU
HAVE TECHNICAL ISSUES, USE THE CHAT WINDOW TO CONNECT




50 MINUTES OF YOUR TIME

- MODERATOR

- ROBBERT GORRIS

- Senior Sales Consultant Northern Europe
- rgorris@sovereigngroup.com
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2 SPEAKERS, 3 TOPICS

- CHINA MARKET ENTRY

- SETTING UP A PERMANENT
ESTABLISMENT IN CHINA

- JINAN INNOVATION ZONE
WHAT IS IT AND WHY THERE







ENTERING THE CHINA MARKET...

WHAT CAN POSSIBLY GO WRONG?

Mark Ray — Managing Director | Sovereign (China) Limited
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PERCEPTION:

Chinais a
WONDERLAND



REALITY:
It’'s a
MINEFIELD



WHY

IS China
challenging?




Geographically
Fragmented

EEEEEEEEEEE




2.

Frustrating
Regulatory
Environment

Rule by Law vs. Rule of Law

Vague and Confusing Regulations

Multiple Agency Jurisdiction

Uneven Enforcement




Rapid
Development

EEEEEEEEEEE




Fashion




Transportation

EEEEEEEEEEE




Immature
Market

Highly Fragmented

Minimal Brand Value*

Price Usually Key

SOVEREIGN .




5.

Local
Company
Advantage

Pre-establishment restraints on FIEs*

Targeted regulatory enforcement

Government support
(financial & non-financial)

Indigenous Innovation Policies

Limited financing options

SOVEREIGN .




Corporate
Rigidities

Mindset

Strategic

Operational

HRM




)‘-. b
* - HOw

y to address the
* challenges?

EEEEEEEEEEE




Ask At Least
These 5
Questions

Are products/services suitable?

What is the competitive situation?

Are potential partners needed?

What is the best channel to market?

What structure (if any) is needed?*

SOVEREIGN .




Commitment




Don’'t Check
Your Brain at
the Border

EEEEEEEEEEE




Know What
You Don't
Know

Customers
Competitors

Suppliers
Objectives IT Shareholders
HR Strategy = Product Development
Operations Qluality Control
Fulfillment Centers
IP _ _ Digital Marketing
Financing
Customer Services Products
Employees
Facilities
Supply Chain YDarketing
Business Development
Vendors Brands
Culture

What you Don’t Know

SOVEREIGN .




Protect
Yourself

China is
a LOW-TRUST,
SHAME BASED

society




Don’t Rely
on “Guanxi”

EEEEEEEEEEE




Be Mindful
of
“ChaBuDuo”

EEEEEEEEEEE




Key
Takeaways



Obtain the

Necessary
L Expertise
Hire

Outsource / Partner



Work With
People You
TRUST




AcCcess
Other
Resources

https://www.sovereigngroup.

com/china/china-market-
entry-handbook/



https://www.sovereigngroup.com/china/china-market-entry-handbook/
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CORPORATE STRUCTURING IN CHINA

HOW AND WHERE SHOULD YOU INVEST?

Mark Ray — Managing Director | Sovereign (China) Limited
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What is the
Strategic
Reason for
Entry

Attractive Market
Pull Factor
Competitive Threat
Push Factor

Cost Saving

OVEREIGN .




HOW

Can You Enter
China?




Difficult and _1 x

Risk For
Entry Method
D | ff er Establish

Rep Office

Distributor

/ Dealer
_ Licensing
Direct Yl Agreement




Establishing

an FIE 1s the
MOSt DIffICUIt ° Expensive
Option . Commitment

e Risk




WHAT

Structure is
Right?




RO are Seasoning Requirement

Relatively |

. Extension of Parent Company
Simple
Structures Limited Activity Scope

Taxed on Expenses

SOVEREIGN .




Wholly Foreign Investment

Limited Liability Company*

Typical FIE
IS the WFOE Most Commercial Activities Allowed**

Registered Capital Requirements

SOVEREIGN .




Useful for Restricted Industries

JV — Most _ |

Potential Faster Time-to-Market
Complex
Structures High Risk of Failure

Important to have Exit Strategy

SOVEREIGN .




Can Act As a Buffer

A Holding . _

May Optimize Taxation
Company
Can Be Used Easier to Change Shareholders

Effective Management Rule Applies

SOVEREIGN .




%
* | WHERE
' Should You

I

‘, Setup?




China Has
Several
Regions —

All Different




Cities Are
Divided Into
Tiers

Tier 1 and Tier 2 Cities
Are Key

TIER 1: GUANGZHOU

TIER 2:WUHAN




SHENZHEN

Four Tier 1
Cities SHANGHAI

GUANGZHOU

B EIJ I NG SOVEREIGN .




~45 Ti?r 2 HANGZHOU
Cities In
Ch | n a SUZHOU TIANJIN

JINAN

SOVEREIGN .




Key
Takeaways



Reasons For
Entry Differ

It is important that available
resources are sufficient for
entry method




Multiple
Ways to
Enter the
Market

Establishing an Entity —
RO, WFOE, JV — are the
most difficult entry method




Location for
Entity Is
Important
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FREE COPY IN YOUR MAILBOX

https://www.sovereigngroup.com
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