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Impact of Geopolitical Shifts and Tensions

Medical Devices Original Tariff Rates Current Tariff Rates

Consumables Over 50% 175-245%

Surgical Gloves 70% 195%

Syringes 120% 245%

Medical Equipment o o

( CT Scanner/MRI/CDFTI etc.) = e
Exemptions???

» The ongoing trade war has huge impact on supply chain and more...
» Economic security is national security

> Acceleration of internationalization and localization



P> America First Policies

America First Trade Policy America First Investment Policy
Addressing Unfair and Imbalanced Trade Issues Encouraging Allies' Investment in the U.S. _
. trade deficit . Tiered treatment of foreign investors based on their
. anti-dumping and countervailing duties relationship with adversarial countries
. Trade agreements « Creating "fast-track" processes for allies and partners

. Accelerating environmental reviews for any
investment exceeding $10 billion

Economic and Trade Relationship with China Restricting Chinese Investment in the U.S.
« Economic and trade agreements « Restricted investment sectors
« Section 301 investigation « Strengthening CFIUS review role

- May cancel China’s MFN status in 1984 US-PRC Income
Tax Convention

Other Economic Security Issues Limiting U.S. Investment in China
« Export control enforcement policy « Utilizing economic sanctions tools
« ICTS review . U.S. outbound investment restrictions (reverse
. Federal procurement plans CIFIUS)
o Illegal immigrants and fentanyl and other illicit drugs « Using other audit, regulatory measures

- Reviewing, suspending, or terminating tax agreements
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P China’s Counter Measures

Category Measures Trump 1.0 Trump 2.0
Tariff Measures Tariff hikes \ v
: : \ (e.g. Circular 58 and “one day trip in
Retaliatory tariffs X HK”: soybean)
\ (Targeting US medical device CT
Anti-dumping, countervailing, Not specifically tubes for anti-dumping
and safeguard measures implemented investigation/industry competitiveness
investigation)
Anti-cireumvention measures " \/ (Targetmg US optical fibers for anti-
circumvention)
Non-Tariff O e — Not common More frequently used (soybeans,
Measures beef, etc.)
Export control Gradually strengthened More frequently used (key materials,
rare earths, etc.)
Anti-monopoly X \ (Nvidia, Google)
Non-Reliable Entities List Not used More frequently used
Services and Intellectual .
Brwsersy X Not yet implemented
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P “One-Day Trip in Hong Kong”

Supplier A

U.S.A. (Country of Origin)

Other Countries (Country of
Origin)

Supplier B

Overseas

Bonded import and processing of
materials and components

(Restricted under Circular 58) —

%
*
*

3 China

Bonded
Factory

Bonded Processing Business

Bonded import

Bonded import and processing
of materials and components

General import

Domestic
Consignee

HKSAR
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P Market Access Policies for Local Manufacturing of Medical Devices

- NMPA Order 2020-104 (“Order 104”) - NMPA Order 2025-30 (“Order 30”)

pathway further expanded Order 104
» An abbreviated pathway for the localization of » Eligible applicants cover both subsidiaries
import Class II and Class III devices. and affiliates

» Reduced time and cost due to simplified

dossier requirements » GMP consistency only requires
» Key requirements under Order 104: substantiative equivalence, rather than full
® Domestic marketing authorization holder equivalence

must be a subsidiary of foreign
marketing authorization holder » Priority review pathway for innovative

® Own manufacturing medical devices
T JUNHE | B2 ITE 55



P> Market Access Policies for Local Manufacturing of Medical Devices

Overseas

License holder

MedTech >
Company

51%+
Chinese ‘
Subsidiary ]
License holder and
manufacturer
Order 104 Pathway

Imported
Product

Local
Product

Same Control
L—

Affiliate of
MedTech

Overseas
MedTech

Company Company

51%+

Chinese

»
»

Subsidiary

License holder and
manufacturer

Order 30 Expanded Pathway

License holder Imported

Product

Overseas

China

Local
Product
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P Market Access Policies for Local Manufacturing of Medical Devices

- Successful Cases

Time Applicant Product Notes
( Intense pulsed light and laser = First localized Class 111

February 2024 | QSIS system (M22) device in Shanghai
First localized Class II

June 2023 Philips Central monitoring software device in Guangdong
province

Philips : { First localized Class II
March 2021 Goldway Supersonic probe device devidBmR I ohai

) JUNHE | B2 52 1T E 5 5F



Overall FDI Climate in China: Door is Wider

4,000

3,000

2,000

1,000

-1,000

1,872

1,369

2019

2,531

503 I

1,537

I 094

2020

2019-2024 Foreign Direct Investment
(USD Hundred Million)

3,441

1,788 1,802
1,653 1,497
2021 2022

equity investment to foreign
destinations and loans to foreign
affiliates)

1,855

1,593 1,627

1,160

2023 2024

-467

Inbound Direct Investment (including equity [ Outbound Direct Investment (including B Direct Investment Net (balance of
investment from foreign destinations and
intercompany loans from abroad)

liabilities and assets)

*Source: Balance of Payment Presentation issued by State Administration of Foreign Exchange and data issued by Ministry of Commerce
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P> Overall FDI Climate in China: Door is Wider

Less Investment Restrictions

» All sectors are open except for those in
the Negative List. Manufacturing sector
has been fully opened up.

» The Negative List has become one of the
shortest in all countries.

» Only 2 sectors related to life sciences and
healthcare are in the Negative List, with
various exceptions:

v Prohibited: Development and
application of human stem cell and
gene diagnosis and treatment
technologies

v" Restricted: Healthcare institutions
such as hospitals are limited to joint
ventures

More De-regulations

» Unprecedented emphasis on fair
competition

» Unprecedented emphasis on uniform
domestic market

» De-regulations in the life science and
healthcare sector:

v' Separation of marketing authorization
and manufacturing

v" Trial use of HK/Macau commercialized
medical products in Hainan Bo’ao and
Greater Bay Area

v" Trial manufacturing of HK/Macau
imported medical products in Greater
Bay Area
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> Public Procurement Policies and Their Role in Incentivizing Local Manufacturing

Public procurement in China priortizes
domestic products:

» Public sector must procure domestic
products, unless it is necessary to procure
imported products

» Procurement of imported products shall be
subject to prior review and approval, unless
“white listed”

Existing rules are ambiguous on
the definition and interpretation
of domestic products.
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> Public Procurement Policies and Their Role in Incentivizing Local Manufacturing

Recent draft rules by the Ministry of Finance clarify the criteria of “Domestic Products”

Definition of “Domestic Products” Domestic products are eligible for 20%

> Product is produced within the discount in price evaluation process

territory of China and achieves
(13 < < < 29
change in characteristics What remains unclear

Domestic component cost ratio » Where are we?

meets specified requirements » definition of “domestic components”

Compliance with requirements for » alignment with NRDL negotiation,

critical components and key centralized procurement and VBP

processes of specific products policies
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> Our Observation on Current Status and Next Steps on Localization in China

In China for the world

In China for China

Going abroad for the world

The drag and pull forces
» Economic development
» Trade imbalances

» National security concerns

QOur observations
» Localization of manufacturing becomes more attractive for certain business and products, particularly for
businesses which rely on government procurement.
» 1P protection strategy becomes more and more important.

» ASEAN and China trade and investment relationship have great potential.

IT———— L
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20/F, China Resources Building, 8
Jianguomenbei Avenue
Beijing 100005
P. R. China
Tel: +86 10 8519 1300
Fax: +86 10 8519 1350

@ Shanghai Office
26/F HKRI Centre One, HKRI Taikoo
Hui
288 Shimen Road (No.1)
Shanghai 200041
P.R. China
Tel: +86 21 5298 5488
Fax: +86 21 5298 5492
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Road, Zhujiang New Town, Tianhe
District, Guangzhou 510627
P.R.China
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@ Shenzhen Office
Suite 2803-04, 28/F, Tower Three,
Kerry Plaza No.1-1, Zhongxinsi Road
Futian District, Shenzhen 518048
P.R. China
Tel: +86 755 2939 5288
Fax: +86 755 2939 5389

THANK YO

@ Hangzhou Office

16F, Tower A, Knowledge City, 77
Xueyuan Road, Xihu District
Hangzhou 310012

P.R. China

Tel: +86 571 2689 8188

Fax: +86 571 2689 8199

@ Chengdu Office
04-07,28/F, Building C, China Overseas
International Center, 233 Jiaozi Avenue,
High-tech Zone, Chengdu 610041
P.R. China
Tel: +86 28 6739 8000
Fax: +86 28 6739 8001

Unit 1701, Tower B, Vanzhong
International, Qujiang New District,
Xi‘an 710061

P. R. China

Tel: +86 29 8550 9666

@ Qingdao Office
Unit 1401-1403, Tower 3 SIIC ,No.195
Hongkong East Road, Laoshan District,
Qingdao 266071
P.R. China
Tel: +86 532 6869 5000
Fax: +86 532 6869 5010
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@ Dalian Office

Suite F, 16 /F, International Finance
Tower, 15 Renmin Road

Dalian 116001

P.R. China

Tel: +86 411 8250 7578

Fax: +86 411 8250 7579

@ Haikou Office

Suite 1007-1008, 10/F, ZhongHuan
International Plaza, 77 Binhai Avenue,
Haikou 570105, P.R.China

Tel: +86 898 3633 3401

Fax: +86 898 3633 3402

@ HongKong Office
Suite 3701-10, 37/F, Jardine House
1
Connaught Place Central
Hong Kong
Tel: +852 2167 0000
Fax: +852 2167 0050

@ New York Office
Suite 1919, 630 Fifth Avenue,
(45 Rockefeller Plaza)
New York, NY 10111 USA
Tel: +1 737 215 8491
Fax: +1 737 215 8491

@ Silicon Valley Office
Suite 128, 20380 Town Center Lane
Cupertino, CA 95014 USA
Tel: +1 888 886 8168
Fax: +1 888 808 2168

@ Seattle Office

7345 164th Ave NE, STE i145-1513,
Redmond, WA 98052 USA

Tel: +1 425 448 5090

Fax: +1 888 808 2168
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