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Executive summary

Key ndings from this year s survey

© The Economist Corporate Network 2019

Despite ongoing trade frictions and market uncertainties, respondents in
this year s survey have maintained a relatively stable and optimistic view on
revenue expectations for 2019.

South-east Asia, Greater China and India attracted the highest expectations
for sales growth, with 83.3%, 72.4% and 70.2% of respondents respectively
expecting growth in these markets.

Assessing the fallout from the US-China trade war, only a slight majority, 51.3%,
of respondents stated that they expect their industry in Asia to be negatively

a ectedin 2019. Respondents see the mainland Chinese economy and Hong
Kong as the most vulnerable to the trade war while South-east Asia and India
as most likely to bene t.

Evaluating Chinas signature Belt-Road Initiative, over 80% of polled executives
view the initiative favourably. This endorsement is quali ed as most see only
some bene ts oronly verylimited bene ts for the regions economies.

Asia-based business executives are feeling notably pessimistic about prospects
for the way governments will be managing political and economic risks in
China, Hong Kong, Myanmar and the Philippines. However, respondents
expressed con dence for how the governments of Vietnam, India, Singapore
and Malaysia are likely to handle such risks.

Looking beyond 2019 and out to 2021, assessments on government responses
to risk turn much brighter. India and Vietnam attract the highest level of
optimism.

Consistent with previous surveys, 2019 survey participants expect their
rms global revenues increasingly to be generated in Asia. The greatest
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concentration of responses peaks at expectations for up to 45% of global
revenues to come from Asia by 2023.

Another encouraging indicator from this year s survey is that participants
overall predict a drop in very low and negative operating pro t margins and an
increase in higher levels of pro t, especially within the 6-20% margin range.

A majority of respondents reported that their companies are investing at

the right rate to achieve market objectives in Asia. The most respondents
mentioned China as the destination for increased investment followed by
India and Indonesia. Myanmar earns the dubious distinction of being the most
shunned economy for investing in 2019.

Respondents consider Singapore and Shanghai as best forimprovements in
their suitability as regional hubs for Asia operations. They rank Hong Kong and
Beijing as the worst for deteriorating suitability.

In evaluating the reasons a company would leave an Asian city or reduce
headcount, the most cited issues are property costs, pollution, political and
policy uncertainty, congestion and lack or cost of talent. Cities need to focus
on such areas if they want to increase their appeal as bases for corporate
operations.

© The Economist Corporate Network 2019
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Introduction

Informed views about what lies ahead for businesses in Asia

This report summarises and analyses ndings from The Economist Corporate
Network s Asia Business Outlook Survey conducted at the end of 2018. It provides
forward-looking perspectives on what businesses can expect for Asia in 2019.

A total of 235 senior executives participated in this year s survey. Respondents
are active throughout Greater China, India, Japan, South Korea, South-east Asia,
Australia and New Zealand. Their scope of business spans 15 industries. Some
40% manage operations at Asia-headquartered companies, with the restat rms
headquartered mainly in Western countries. Regardless of corporate domicile,
all survey respondents are based inside Asia and understand the area from direct
experience.

Respondents participated in the survey with complete anonymity. This allowed
for frank, unencumbered input from leaders with  rst-hand knowledge about doing
business in the fastest-growing region of the global economy. Moreover, although
emphasising the outlook for 2019, parts of the survey s time line extend further,
allowing readers to glean views that span both near- and long-term horizons. As
with everything we do at ECN, this 2019 installment of the Asia Business Outlook
Survey report aims to enhance organisational leaders grasp of challenging
economic and business topics that impact the bottom line.
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Revenue outlook

Expectations resilient despite trade headwinds and market uncertainties

Executives participating in this year s Asia Business Outlook Survey have despite
the trade frictions and market uncertainties that characterised the closing months
0f2018 maintained a relatively stable and optimistic view for what awaits in 2019.

Slightly over half (54%) of surveyed executives stated that their expectations
for revenue growth have improved, similar to ndings in three of the surveys
conducted over the previous ve years. Compared to how executives were feeling
at the end of 2015, the level of optimism heading into 2019 is in fact a noticeable
improvement. The only time where a greater percentage of executives expressed
improved expectations for the coming year was at the end of 2017. So overall the
sentiment for higher revenues in 2019 is similar to three of the previous ve years
reports, better than one and lower than one.

The 12% of executives concerned about declining revenues for 2019 also roughly
tracks with previous surveys. Only when heading into 2016 did a signi cantly
greater percentage of respondents record lowered expectations for growth.

Over the current year (2018), have your rm s expectations for revenue growth
in Asia improved, declined or stayed the same? (respondents surveyed)
100

35% Our expectations

are unchanged

Our expectations

54% have improved

End of 2013 End of 2014 End of 2015 End of 2016 End of 2017 End of 2018

Source: The Economist Corporate Network.

© The Economist Corporate Network 2019
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MAPPING GROWTH OUTLOOKS
As with previous surveys, South-east Asia, Greater China and India have attracted
the highest expectations for sales growth among Asias subregions.

For South-east Asia, 83.3% of respondents expect revenue growth in 2019,
virtually the same gure asin 2018. South-east Asia also leads with the greatest
proportion of executives expecting double-digit growth. Executives surveyed with
expectations for any decline in sales in South-east Asia also dropped, from 4.2%in
2018 to 2.9% for 2019. The ASEAN marketplace is the clear leader for anticipated
growthin 2019.

Indias market prospects led 72.4% of survey participants to state that they
expect revenue growth in 2019. This makes India the second-best economy for
its overall outlook. India also scores well for a marked decrease in those expecting
sales declines. Last year over 7% of respondents were prepared for a drop in sales
whereas for 2019 less than 1% are. None expect a decline in sales above 5%, the
only economy in this year s survey to register absolutely no such pessimism. The one

nding that notably re ects less positively on Indias outlook is that the percentage
of those expecting company sales growth has declined somewhat over last year. A
total of about 77% of executives surveyed last year expected rising revenues in the
India market compared to about 72% for 2019.

Defying any assumptions that the US-China trade war would severely dampen
the revenue outlook for operations in the Chinese mainland, some 35% of
surveyed executives con rmed that they look forward to revenue growth of 10%
or higher in China. In fact, the overall revenue outlook for China has slightly over
70% anticipating positive growth of some kind. Yet some 7% also are anticipating
revenue declines. China moreover registers the greatest percentage of executives
bracing for revenue drops exceeding 5%.

Along these lines another surprising nding for 2019 is that executives
interviewed were rather upbeat on Hong Kong s prospects despite its exposure
to spillover e ects from the US-China trade war. Exactly 55.1% of respondents
expected to see revenue up for their company in Hong Kong in 2019, a slight uptick
from the 54.4% expecting growth in 2018. Yet Hong Kong also has the dubious
distinction of registering the highest proportion, about 8%, of executives expecting a
revenue downturn in 2019.

For North Asia, positive growth outlooks for Japan and South Korea were
recorded by 51.2% and 56.2% of surveyed executives respectively. Along with Hong
Kong, expectations for these mature East Asian economies are squeezed at the
upper bands of growth. Those expecting double digit revenue growth for Hong Kong
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CHINA
Growth: 70.2%
Decline: 7.3%

are only 22.6%, for Japan 19.6%, and South Korea 17.7%. As with previous surveys,
compared with other economies more participating executives expect sales declines

for Japan and South Korea.
Growth: 72.4%

Decline: 0.8%

8 © The Economist Corporate Network 2019
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JAPAN

Growth: 51.2%

SOUTH KOREA Decline: 6.8%

Growth: 56.2%

Decline: 6.1%

Looking ahead, what are you expecting for your
company s Asia sales performance in 2019 compared

H O N G KO N G/ to 20187 (respondents surveyed)
MACAU

Growth: 55.1%
Decline: 7.9%

Hong Kong/

China Macau South-east Asia
° ;gng ® 6.0% ® 13.3%
o © 16.6% ® 295%
SOUTH-EAST ASIA o 2250% ® 325% o 105%
22.5% 37.1% 13.9%
0,
Growth: 83.3% 0% 6.6% 17%
®33% © 13% °12%

Decline: 2.9%

indi Australia/
r1]2 g y New Zealand
: 22.0% o 28%
AUSTRALIA/ ® 37.8% T
NEW ZEALAND s
Growth: 53.1% o 0% © 0.7%

Decline: 4.2%

South Korea
® 5.4%
0 123%

® 385%
37.7%
4.6%

® 1.5%

® Increase more than 20% Stay roughly the same
@ Increase 10-20% Decrease by up to 5%
e Increase up to 10% @ Decrease more than 5%

Source: The Economist Corporate Network.
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US-Chinatrade war

Tough on economies but less so on industries

Since 2018 to the time of this writing, the world has been watching anxiously as
trade frictions between the US and China have steadily worsened. Some pundits
suggest that we are witnessing the launch of a new trade-based Cold War.

On the ground in Asia, executives participating in this year s Asia Business
Outlook Survey related concerns but generally expressed a more nuanced view,
especially when considering the impact on industries across the region. A slight
majority, 51.3%, stated that they expect their industry to be negatively a ected by
the US-China trade con ictin 2019. At odds with severe pessimists, however, those
predicting their industry will be extremely negativelya ected were a mere 3.2%.
The vast majority of those foreseeing bad e ects noted only that their industry will
be more negatively than positivelya ected hardly re ectingan overwhelming
sense of doom. Slightly over 40% of survey participants expected their industry

notto be verya ected .Just under 8% anticipated their industry in Asia will be

Overall, how do you expect your industry in Asia to be a ected by US-China
trade frictions in 20197 (respondents surveyed)

e Extremely negatively a ected 3.2%

More negatively than positively a ected 48.1%

e Nottobeverya ected 41.1%

® More positively than negatively a ected  7.6%

® Extremely positively a ected 0%

Source: The Economist Corporate Network

10
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Overall, how do you expect the following economies and regions in Asia to be
a ected by US-China trade frictions in 20197 (respondents surveyed)

Il Extremely negatively affected More negatively than positively affected [l Not to be affected
[ More positively than negatively affected Bl Extremely positively affected

0,
China 23.4% [

N
N
X

Hong Kong/Macau 9.8% 24.2% 1.59%

Japan 45.8% 17.5%

South Korea 39.8% 17.8%

India 44.4% 41% 0.9%

South-east Asia 25.6% 34.6% 6.8%

Australia/New Zealand 60% 16.4% 0.9%

0 20 40 60 80 1

Source: The Economist Corporate Network.

o

0

more positively than negatively a ected , anindication that some industries in
Asia actually are set to bene t.

GEOGRAPHIC IMPACTS
In terms of individual markets across Asia, this year s survey points to more
pronounced e ects from rising trade tensions.

Unsurprisingly, the mainland Chinese economy was seen as most vulnerable
to negative fallout from the US-China trade war. Among respondents, close to
one quarter expected the trade con ict to have an extremely negativea ect on
Chinain 2019. Nearly another 70% expected more negative than positive impact.
Slightly above 7% expected the economy not to be a ected at all and barely 2%
anticipated some sort of positive consequences.

Though not as severe an outlook as for the mainland, Hong Kong fares poorly in
this assessment as well. Approximately three fourths of respondents expected the
impact to be negative in some degree. Yet there are fewer (9.8%) who foresaw an
extremely negative a ect for Hong Kong/Macau in 2019. A greater percentage,
nearly one fourth, also anticipated no noticeable e ects.

11



Asia Business Outlook Survey 2019

The regions greatest bene ciaries from the US-China trade war are South-
east Asia and India, according to survey respondents. More than 40% predicted
a positive impact for both with 6.8% expecting extremely positive e ects for
South-east Asia speci cally. At the same time, the ASEAN region was not seen as
immune from damaging fallout. A third of respondents also viewed the trade war
as likely to negatively impact the areas economies in some way.

Survey respondents saw North Asia as likely to su er more than gain from trade
war rami cations. South Korea was seen by over 40% as set to experience some
level of negative e ects. The outlook for Japan is just slightly less pessimistic. For
those who expected better outcomes, Japan and South Korea equally were viewed
by about 18% of surveyed executives as positioned to be more positively than
negatively a ected.

For readers interested in further analysis on expected gradations of positive
and negative fallout for Asia and its industries from the US-China trade war, The
Economist Intelligence Unit has issued a report, Creative disruption: Asias winners
in the US-China trade war, available for download at www.eiu.com/trade-war.

12

© The Economist Corporate Network 2019



Asia Business Outlook Survey 2019

Belt-Road Initiative

Favourable views despite growing controversies

Chinas Belt and Road Initiative (BRI), a government strategy of global
infrastructure investment and development to enhance trade linkages, has
emerged in recent years as the country s centerpiece foreign economic and
diplomatic policy agenda. Heavily promoted by China as a win-win opportunity for
all who join the initiative, the BRI undeniably shows promise to deliver bene tsto
Asia and other parts of the world. But concerns also have been growing over the
economic risks and nancial liabilities of BRI projects.

How do you view the net impact of China s Belt-Road Initiative for trade and
economic development in Asia? (respondents surveyed)

® s providing clear bene ts 4.3%
e Isproviding some bene ts 51.8%
® s providing very limited bene ts 27.3%
Is providing no discernible bene ts 10.1%
Is doing more harm than good 5%
Is clearly detrimental 1.4%

Source: The Economist Corporate Network.

The US$1.5bn BRI-funded container port at Hambantota in Sri Lanka, for
example, has been acquired by Chinese interests after the Sri Lankan government
found itself unable to sustain the project s debt burden. In another case, the
Pakistan government wound up  with considerable domestic and international
political embarrassment turning to the International Monetary Fund for

© The Economist Corporate Network 2019 13
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assistance to fend o a balance of payments crisis brought on by heavy debts
incurred from projects related to the BRI s China-Pakistan Economic Corridor.

Such high-pro le controversies notwithstanding, according to survey
respondents the BRI is overwhelmingly delivering bene ts for Asia. No less than
83.4% of polled executives viewed the initiative favourably. This endorsement is
somewhat tempered, however, in that most (51.8%) saw only some bene ts while
another 27.3% saw only very limited bene ts for the regions economies. Those
who asserted that the BRI provides clear bene ts total less than 5%. In a roughly
similar proportion, those who saw more harm than good or clearly detrimental
e ects total about 6%. Thus while perceived positively by a large majority of
executives polled, their assessment of the extent of its merits varies widely. The
relatively constrained bene ts ascribed to the BRI by Asia-based business leaders
is at odds with the cornucopia of gains that typical cheer leading for the initiative
purports.

14
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Risky business

The impact of risk on local business conditions

Political and economic risks have been rising as causes of concern with doing
business in Asia. The US-China trade war, Beijing s increased assertiveness amidst
Washingtons perceived retrenchment from regional a airs, territorial disputes,

the struggle for growth in maturing economies, the nuclear weaponisation of
North Korea, democratic populist movements, and ethnically directed government
progroms are among a host of heightening risk factors at play.

In the face of such conditions, surveyed Asia-based business executives felt
notably pessimistic about prospects for the way governments will be managing
risks in China, Hong Kong, Myanmar and the Philippines. For example, regarding
China, just over 50% expected a deteriorating business climate for 2019 based
on their estimates of the government response to mounting risks. This represents
a sharp deterioration in sentiments over the ndings in last year s survey when
slightly less than 30% expressed such negative views. Furthermore, in last year s
survey, 41.4% foresaw improving conditions in China for 2018 while only slightly
more than 27% of respondents in this year s survey could muster such optimism for
20109.

In Hong Kong over 38% expected a slight or signi cant worsening of business
prospects for 2019, decidedly up from the 26.2% with bearish views on the city for
2018. Despite this rising pessimism on Hong Kong s politically in uenced business
environment, 21.7% still saw government actions as likely to help improve business
conditions in 2019, down only slightly from 23.3% of respondents with similar
views in last year s survey.

Economies with especially good outlooks in this part of the 2019 survey
are Vietnam, India, Singapore and Malaysia. All were rated by over 40% of
respondents as places where they expect a slight or signi cantimprovement for
business. Vietnam warrants special mention for earning the lowest response rate
for expectations of worsening business conditions as well. Subtracting the low
percentage of negative views from the high percentage of positive, Vietnams net
positive assessments approaches 40%.

15
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How do you view the way governments in the following economies are
responding to political and economic risks in terms of the likely impact on your
business in 20197? (respondents surveyed)

M Significant improvement to business Slight improvement to business [l No real change
[ Slight worsening to business [l Significant worsening to business

Australia 72.5% 11.8%
China 4.89 21.8% 36.3% 14.5%
Hong Kong 42.5% 30.8% 5%
India 11.9% 40.6% 10.9% 4%

14% 2%

South Korea

ﬂﬂﬂ.
EER

Malaysia 20% 1%
Myanmar 28.9% 7.2%
Philippines 4.29 25.3% 2.1%
Taiwan 69% 9%
Vietnam 48.9% 5.7%
0 20 40 60 80 100

Source: The Economist Corporate Network.

LONGER-TERM RISK OUTLOOK
Looking out to 2021, India and Vietnam are the most promising markets according
to this part of the survey. A total of 43.3% of respondents foresaw a signi cant
or at least slight improvement to business based on anticipated government
response to risk in India. This combined con dence level is the largest among all
Asian economies. So is the portion of respondents (more than 11%) for those
who speci cally expected a signi cantimprovement to business. The country
attracting the next highest percentage of believers that government responses to
risk will bring improvements to business is Vietnam, where the levels of con dence
among respondents largely parallels that for India.

Economies seen as remaining relatively unaltered in their risk-impacted business
environments between 2019 and 2021 are Taiwan, Australia, Japan and South

16 © The Economist Corporate Network 2019
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How do you view the way governments in the following economies are
responding to political and economic risks in terms of the likely impact on your
business over the next three years (2019-21)? (respondents surveyed)

Ml Significant improvement to business Slight improvement to business [l No real change
[ Slight worsening to business M Significant worsening to business

Australia 69.5% 7.4%
China 4.39 30.2% 31% 6%
India 11.3% 48.5% e
Japan 69.7% 4%
South Korea I 67.7% 6'1"2/% A
Myanmar 12.3% 1.49
Philippines 17%
Singapore 4.79 56.6% 3.8%
Thailand 61.5% 5.5%)
0 20 40 60 80 10

Source: The Economist Corporate Network.

Korea. All were rated by close to 70% of respondents as likely to experience no
real change . China, Hong Kong and the Philippines still rank among the most
frequently cited economies where the impact of risk on business was expected to
worsen out to 2021. Myanmar also places among the top four of economies where
respondents expected the impact of risk to impair business conditions, but the
degree of pessimism shrinks from 36.1% for 2019 to 13.7% for 2019-21.

© The Economist Corporate Network 2019 1
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Where the money is

The shift of corporate revenues from Asia continues

Consistent with previous surveys, 2019 survey participants expected their rms
global revenues increasingly to be generated in Asia.

As illustrated in the graph below, when comparing revenues expected for 2023
to those for 2018, combined survey input shifts noticeably towards Asia. For 2018,
the greatest concentration of responses (reported by 5% or more of respondents)
peaks at up to 35% of global revenues coming from the region. For 2023, the
greatest concentration of responses peaks at up to 45% of global revenues. This
bell curve shift for the distribution of responses indicates an increasingly vital role
for Asian markets in the global sales base of respondents companies.

This year s survey results also suggest that Asia-based multinationals conversely
are globally diversifying their revenue streams. Companies accruing 96-100% of
their global revenues from Asia (ie, Asia-based rms) for 2018 were reported by
17.3% of surveyed executives. For 2023, the percentage of companies expected to
generate that much global revenue only in Asia drops to 10.7%.

What percentage of your rm s global revenues came/will come from Asiain
2018 and 2023? (respondents surveyed)

20
15
2018
0 A
2023
5
0

Q
O U T L O L O
GG NP H L W WS FE AN G S qx'o)l\z

Source: The Economist Corporate Network.
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Regional pro tability

Executives expect overall improvement in operating margins

Another encouraging indicator for this year s survey is that participants overall
predicted a drop in low and negative operating pro t margins while they also
foresaw an increase in higher levels of pro t, especially within the range of 6-20%.
This trend applies to all markets across Asia.

As the side-by-side columns in the graph below indicate, economies where
executives expected the most notable decline in low and negative margins are
Japan, China, India, South Korea and Australia/New Zealand. In Japan, for example,
28.8% of executives reported low and negative margins for 2018 whereas only
21.9% executives expected those margin levels in 2019. Japan along with South-

What were your operating pro t margins in 2018/expected to be in 2019?

(respondents surveyed)
2019

7.9% 8.1% 7.9%

0.5% 7.2% 6.5% 9.3%

100 6.6%
7.4%

> 30%

21%-30%

16%-20%

15%

11%-15%
60 b 14% T
— 27.1% 10
40 ' . b5 4% 6%-10%
20 [ B B B

3,200 IR 7. 5% BN 459 RS9 paka | wmea—loss
0 China  HongKorg/  Japan  SouthKorea  India South-east  Australia/
Macau Asia  New Zealand

Source: The Economist Corporate Network.

east Asia and Australia/New Zealand also stands out for a greater proportion of
executives who expected high-end pro t margins of above 20%.

© The Economist Corporate Network 2019 19
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Although unchanged in assessments received for 2018 and 2019, Hong Kong/
Macau registers the highest proportion of surveyed executives who anticipated
high-end margins. This s likely are ection of the heavy concentration of companies
related to nancial, gaming and other highly pro table service industries in these
Chinese cities. One the other hand, re ecting more challenging market conditions
in China and India, these two economies registered the lowest percentage of
executives expecting pro t margins above 20% for 2019.

20
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Investing in Asia

How ambitions are being matched with money

A key component of the Asia Business Outlook Survey is the insightsito erson
how well companies ambitions for Asia are matched with reality.

When asked whether respondents global headquarters expectations for growth
in Asia were overly optimistic, about right, or underestimate Asias potential, more
than 70% of executives surveyed felt expectations are well matched for Hong
Kong/Macau, Australia/New Zealand, South Korea, South-east Asia and Japan.
Compared to these markets, China and India fare less well. The biggest reason cited
by survey participants for mismatched expectations in these two economies are
overly optimistic ambitions, mentioned by 23% of executives for India and 19.2%
of executives for China. At the other extreme of global headquarters perceptions

In your opinion, are your global headquarters expectations for growth in

Asia over-optimistic, about right, or do they underestimate Asia s potential?
(respondents surveyed)

M My headquarter's expectations are overly optimistic My headquarter's expectations are about right
Il My headquarter's expectations are too low

China 19.2% 12.8%

Hong Kong/Macau 9.4%

8.7%

Japan 11.7% 16.2%

South Korea 14.3% 10.5%
India 23% 15%
South-east Asia 12.4% 13.1%

Australia/New Zealand 22 8.8%

o

o

20 40 60 80

Source: The Economist Corporate Network.
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seen as being too low, Japan and India were the most frequently cited, by 16.2%
and 15% of respondents respectively.

A closely related question to how well headquarters expectations are matched
with market realities is whether or not companies are investing in Asia at the
right rate to achieve their growth expectations. Although a 60.4% majority of
respondents felt that their companies are investing at the right rate, there is a
signi cant remainder proportion who felt that their rms either are not investing at

In your opinion, isyour rm investingin Asia at the right rate to achieve your
growth expectations? (respondents surveyed)

® \We are investing at the right rate to capture 60.4%
the opportunity

We are not investing at the right rate 31.7%
e Dontknow 7.9%

Source: The Economist Corporate Network.

the right rate or did not know if the rate is correct. Both sentiments speak to a lack
of understanding or misunderstanding about corporate investment in Asia. These

ndings suggest that investment levels for Asia is an area where a number of rms
should be turning more attention.

Despite respondents expressing pessimism about Chinas worsening business
environment in the face of government responses to risk, China is the most
frequently cited economy in this year s survey where executives expected rms
to invest more in 2019. Nearly 60% of respondents mentioned China as the
destination for increased investment followed by India and Indonesia (where
almost half expected more investment) and Vietnam, Singapore and Thailand
(about 40%). The outliers are South Korea, Taiwan, and Myanmar as the only
economies that attracted less than 30% of respondents expecting more corporate
investment for 2019. This general bullishness for increased investment across
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most Asian economies shows that whatever political and economic risks or market
uncertainties rms might be contending with, the region continues to attract
noticeable interest for corporate expansion.

Asia is not without its corporate investment bears, however, although the
levels of negative sentiment overall are not as high as that for positive sentiment.

How do you expect your rm s investments in the following economies to
change during 2019? (respondents surveyed)

Il We will increase our level of investment We are in the market, but will not invest more
Il We will reduce our investment in this market [l We have no plans to invest

Australia 36.4% 5% 17.4%

China 58.3% 6.1% 11.4%

Hong Kong 32.1% 4.6% 13%

India 48.7% 26.5%

Indonesia 48.1% 3.9% 17.1%

Japan 36.4% 9.1% 18.2%

South Korea 26.3% 26.3%
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Malaysia 34.2%
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Myanmar 225% 9% 51%
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Philippines 31.9% 28.4%

Singapore 39.2% 3.8% 7.7%

Taiwan 25.2% 23.5%

Thailand 38.5% 3.3% 19.7%

R
8

Vietnam 39.8% 2. 7% 25.7%
0 20 40 60 80 100
Source: The Economist Corporate Network.
23



Asia Business Outlook Survey 2019

Myanmar earns the dubious distinction of being the most shunned economy for
investing in 2019, with 51% of surveyed executives indicating that their rms have
no plans to invest and nearly another 3% indicating that their rms will reduce
investment. Other markets where at least 25% of respondent companies are not
investing are the Philippines, India, South Korea and Vietnam. Economies where
between 5-10% of respondents expected actually to retrench their operations and
reduce investment are Japan, China, South Korea and Australia. The latter is a sign
that even for generally favoured investment destinations like Chinas, there are
companies electing to reduce investment too.
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Regional hubs

How Asian cities rate as bases for regional operations

As with the ndings of previous editions of the survey, Singapore and Shanghai
retain top spots for perceived improvement as centres for regional management
operations. Earning the unfortunate distinction of leading the eld for perceived
deterioration are Hong Kong and Beijing.

When asked how respondents views about the suitability of cities as regional
hubs for Asia have changed over the past year, over 50% mentioned Singapore and
42.5% mentioned Shanghai as having improved. No other Asian city listed in the
survey was cited positively by more than 40% of respondents. Showing signs of
recovery from past surveys where they ranked poorly, Bangkok and Kuala Lumpur
were cited by slightly over 30% of respondents as having improved. Taken in

Over the past year (2018), how have your views about the following cities
changed as centres for regional management operations? (respondents surveyed)

M Significant improvement Slight improvement [l No change
[ Slight deterioration M Significant deterioration

Bangkok 5.5% 52.7% 13.6% 0.9%)
Beijing 44.1% 9.3%
Delhi 6% 17% 5%
Hong Kong 4.7%
Jakarta 5.29 58.3% 15.7%  2.6%)
Kuala Lumpur 4.54 55.9% 9% 3.6%
Sydney 74.8% ]
Tokyo 4.54 63.6% 7.3%
0 20 40 60 80 10

Source: The Economist Corporate Network.
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combination, these results seemtore ectthee ortsthat government authorities
and business communities have made in Singapore and Shanghai to enhance their
already attractive operating environments. Bangkok and Kuala Lumpur appear

to be bene tting from relative political stability following years of tension and
uncertainty.

The graph below illustrates what would cause companies to relocate operations
or move headcount away from various Asian cities. This information sheds light on
where poor-performing cities like Hong Kong and Beijing will need to focus e orts
if they want to improve their attractiveness as regional hubs. It also reveals where
top-performing cities are vulnerable.

Considering rst the worst performers in this category, the most cited reason
by executives for leaving Hong Kong is property costs (noted by 75.3% of those
surveyed) and for Beijing pollution (noted by 73.6%). There are other contributing
issues called out, such as Beijing s policy and regulatory environment and Hong
Kong s lack or cost of talent, but property costs and pollution clearly stand out as
the biggest causes for dissatisfaction.

For other Asian cities looking to improve their appeal as locations for operations,

Could any of the following issues cause you to relocate operations or move
headcount away from any of the following cities over the next two years
(2019-2020)? (respondents surveyed)

[l Pollution Congestion/transport infrastructure [l Lack of talent or cost of talent
M Political and policy uncertainty Property costs Il Policy and regulatory environment
80 W Quality of life issues (eg schools, medical care)
73.6% 75.3%
70.6%
66.2%
60 59.8%
56.2% 56.9%
49.4%
44.9%
40 38.6% 38.6%
20
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Source: The Economist Corporate Network.
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reasons for dissatisfaction and the degree of dissatisfaction among surveyed
executives vary. Besides Hong Kong, property costs rank as a top issue for
Singapore, Tokyo and Seoul. But only in Hong Kong and Singapore is this factor
so frequently cited by at least 70% of respondents, showing its prominence as the
major weakness for both cities. Pollution also is not only agged to an unusually
high degree for Beijing but also Delhi (called out by 66.2% of respondents).

The top issue listed for Bangkok and Kuala Lumpur remains (despite recent
improvements) political and policy uncertainty. Jakarta was critiqued by nearly 60%
of respondents for its congestion problems. Respondents point to the regulatory
and policy environment of Shanghai as its greatest weakness. Yet the level of
dissatisfaction for Shanghai in this regard is at a similar degree as that for Beijing,
implying that the origins of this issue are more national than local. Lack or cost of
talent is the major area of concern for respondents regarding operations in Sydney
(cited by over 40% of respondents) and Seoul (where it ties with property costs as
the top issue for just under 40% of respondents).
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Appendix

Firmographics of 235 survey respondents

Where isyour rm s global HQ? (respondents surveyed)

Asia

38.7%

Australasia

2.6%

Europe

31.9%

North America

26%

South America

0.4%

Middle East/Africa

0.4%

Source: The Economist Corporate Network.

What was your rm s global revenue for its latest full nancial year? (respondents

surveyed)

e Lessthan US$10m

7.1%

US$10m to US$50m

9.3%

US$50m to US$100m

3.1%

US$100m to US$500m

16.3%

US$500m to US$1bn

9.3%

e US$1bnto US$5bn

19.8%

e US$5bn to US$10bn

7.9%

e US$10bn or more

27.3%

Source: The Economist Corporate Network.
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What sector does your organisation operate in? (respondents surveyed)

Asia Business Outlook Survey 2019

e Agriculture, food 3.8%

Automotive 2.1%
e Consumer 14.5%
e Energy 3.0%

Financial services 26.0%
e Government, public sector 1.7%
e Healthcare, pharma 3.4%
e Hospitality, leisure 3.4%
e T, telecom, electronics 10.2%
e Manufacturing 7.2%
o Media, marketing 0.4%
e Mining, metals, chemicals 1L7%
e Professional services 12.3%
e Property, construction 3.0%

Transportation, logistics 7.2%

Source: The Economist Corporate Network.
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