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This report provides perspectives on key aspects of the global sourcing market in
Shenzhen, China

Shenzhen | at a glance

Moderately mature innovation hub and Special Economic Zone (SEZ) offering favorable
operating environment; leveraged for engineering R&D, IT-ADM, and digital services

* (
S Shenzhen | risk profile (page 1 of 2)
Shenzhen, China & st tortiary QE an® Well-developed infrastructure; however, some concerns around political and economic stability
graduates = 55-6

@B |east favorable Favorable, some concerns @8 Highly favorable

g‘ Current overview Key drivers Key challenges Parameter Everest Group rating Comments

e China’s score fell to 1.96 in the 2022 Democracy Index, compiled by the EIU, and is now ranked 156 out of 167 countries
- and was labeled as an authoritarian regime
o Strained relations with the United States, characterized by increasing trade tariffs, security, and technological embargos,
and issues related to Hong Kong's autonomy and the reunification of Taiwan with mainland China have been sources of
geopolitical tension
e The crackdown on dissent and civil society, closure of independent media outlets, the arrest of human rights
activists, and religious persecution have led to increased social unrest in the country

e Lack of strong cybers|
disasters, and petty c|

e Shenzhen is also known as the Silicon Valley of China or
Silicon Delta. It acts as an innovation hub for industries such
as electronics, IT, healthcare, and new energy  Favorable ecosystem for global services delivery, supported  Higher labor costs rel

e Shenzhen hosts multiple Global Business Service (GBS) by the well-developed infrastructure, SEZ status, and services locations, sul

o Attractive cost arbitrage with respect to established locations
centers and Service Providers (SPs) delivering a broad range | government initiatives to improve the business environment - Slightly scarce availal

in the US, Singapore, and leading tier-1 cities in China Geopolitical

of IT, R&D, and digital services, such as design and RPA o Elevated quality of life, marked by a pleasant climate and to major centers such
o Potential for delivery of non-voice BP services, such as excellent medical facilities, attracts talent from across China e Some concerns arour
complex F&A and digital marketing, in addition to contact geopolitical tensions \|
center services in regional language

e China has been one of the fastest-growing major economies for several decades and is now the second largest
economy in the world. However, in recent years, there have been signs of a slowdown

e China’s overall economy has started to recover after a long period of lockdown as the economy is expected to grow by
.. (\ around 5% in 2023, up from 3% in 2022; however, the rate of growth of GDP has not returned to its pre-pandemic level

AIRBUS Ca{}gm‘ (" . ] @ Luft[ e China is currently experiencing number of macroeconomic challenges including property market downturn, rising

CONCENTRIX unemployment, high debt levels, shadow banking system, and trade restrictions with the US
1 e Shenzhen has been ranked number 1 for its favorable business environment in the Chinese Cites of Opportunity report
/E\verest Group® 2022 by the China Development Research Foundation and PwC. It houses the 6th largest stock market in the world

o A robust culture for R&D and innovation in hi-tech industries

Macroeconomic

>
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e China has excellent infrastructure quality. It is ranked overall 17th out of 141 countries and 21st for its infrastructure
- quality in the International Institute for Management Development (IMD) World Competitiveness Index 2022
e Shenzhen has a comprehensive transportation network that includes buses, metros, taxis, and ferries. The city is also

home to Shenzhen Bao'an International Airport, and closely connected airports in Hong Kong and Guangzhou through a
developed highway system as well as an efficient bullet train network

e In close proximity to Hong Kong, Shenzhen is an essential node in the Belt and Road and a significant transport hub,
with an international deep-water port, and the largest land ports in Asia

o Shenzhen has made substantial investments in technological infrastructure (R&D parks, innovation hubs, and
technology clusters) driving success in several high-tech sectors, such as DNA sequencing and meta-materials

Infrastructure

Source: Everest Group (2024); EIU; Transparency International; World Bank; WEF; IMD; investment agencies; interviews with market participants

/Eerest Group®

Proprietary & Confidential. © 2024, E:

/Iaerest GrOUp® Proprietary & Confidential. © 2024, Everest Global, Inc. | EGR-2024-37-CA-6339



Research calendar
Locations Insider™

Il Published Planned [l Current release
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Location Spotlight — Argentina January 2024
Location Spotlight — Shenzhen, China February 2024
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E G ® Everest Group is a leading research firm helping business leaders make confident decisions. We guide clients through
Ve re St rO U p today’s market challenges and strengthen their strategies by applying contextualized problem-solving to their unique

situations. This drives maximized operational and financial performance and transformative experiences. Our deep
expertise and tenacious research focused on technology, business processes, and engineering through the lenses of
talent, sustainability, and sourcing delivers precise and action-oriented guidance. Find further details and in-depth content
at www.everestgrp.com.

With you on the journey

NOTICE AND DISCLAIMERS
IMPORTANT INFORMATION. PLEASE REVIEW THIS NOTICE CAREFULLY AND IN ITS ENTIRETY.

Stay connected THROUGH YOUR ACCESS, YOU AGREE TO EVEREST GROUP’S TERMS OF USE.
Dallas (Headquarters) Website Everest Group’s Terms of Use, available at www.everestgrp.com/terms-of-use/, is hereby incorporated by
info@everestgrp.com everestgrp.com reference as if fully reproduced herein. Parts of these terms are pasted below for convenience; please refer
+1-214-451-3000 to the link above for the full version of the Terms of Use.
Social Media Everest Group is not registered as an investment adviser or research analyst with the U.S. Securities and
Bangalore X @EverestGroup Exchange Commission, the Financial Industry Regulatory Authority (FINRA), or any state or foreign securities

india@everestgrp.com
+91-80-61463500

m @Everest Group regulatory authority. For the avoidance of doubt, Everest Group is not providing any advice concerning securities
0 as defined by the law or any regulatory entity or an analysis of equity securities as defined by the law or any
@Everest Group regulatory entity.

Delhi @ @Everest Group All Everest Group Products and/or Services are for informational purposes only and are provided “as is” without
india@everestgrp.com any warranty of any kind. You understand and expressly agree that you assume the entire risk as to your use
+91-124-496-1000 Blog and any reliance upon any Product or Service. Everest Group is not a legal, tax, financial, or investment advisor,

everestgrp.com/blog and nothing provided by Everest Group is legal, tax, financial, or investment advice. Nothing Everest Group
London provides is an offer to sell or a solicitation of an offer to purchase any securities or instruments from any entity.
unitedkingdom@everestgrp.com Nothing from Everest Group may be used or relied upon in evaluating the merits of any investment. Do not base
+44-207-129-1318 any investment decisions, in whole or part, on anything provided by Everest Group.

Products and/or Services represent research opinions or viewpoints, not representations or statements of fact.
Accessing, using, or receiving a grant of access to an Everest Group Product and/or Service does not constitute
any recommendation by Everest Group that recipient (1) take any action or refrain from taking any action or

(2) enter into a particular transaction. Nothing from Everest Group will be relied upon or interpreted as a promise
or representation as to past, present, or future performance of a business or a market. The information contained
in any Everest Group Product and/or Service is as of the date prepared, and Everest Group has no duty or
obligation to update or revise the information or documentation. Everest Group may have obtained information
that appears in its Products and/or Services from the parties mentioned therein, public sources, or third-party
sources, including information related to financials, estimates, and/or forecasts. Everest Group has not audited
such information and assumes no responsibility for independently verifying such information as Everest Group
has relied on such information being complete and accurate in all respects. Note, companies mentioned in
Products and/or Services may be customers of Everest Group or have interacted with Everest Group in some
other way, including, without limitation, participating in Everest Group research activities.

Toronto
canada@everestgrp.com
+1-214-451-3000






