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Introduction

The business of mobility: emergingtrendsin corporate travel in China

Aswe enter 2024, and just over a year after its reopeningandthe ending of COVID-19 restrictions, China’'seconomy is still trying to fully shake off the after-effects of the pandemic.
Commercial activity is on a path to normalcy, and corporatetravel has a vital role to play. Its return is not merely a function of the recovery in business activity; corporate travel is also a catalyst
for commerce andthe development of enhanced interconnectivity between enterprises. In a country characterized by rapid advan ces in technology and transportation, corporate travel
embodies China’s wider business ethos, taking a position atthe forefront of emerging business trends.

In his recentLinkedIn article, “The Business of Mobility: Emerging Trends in China’s Corporate Travel for 2024,” BCD Travel's Managing Director North Asia, Jonathan Kao, examinedthe
emergingtrendsthathe believes are reshaping corporatetravelin China. While each trend has its own distinct characteristics, together these trends form a cohesive blueprintfor the future of
business mobility in China.

In this new report, with Jonathan's supportandincluding some invaluablelocalinsights from William Tang, we've expanded up on the original article to give the trends some greater context
andinclude some extra information to supportthem. The report covers the following trends and developments:

« China'stravel recovery-the outlook for airtravelandthe return of airline capacity.

* China’s economic slowdown and corporate travel - how travel managers areresponding to China’s economic underperformance.

* Changingthewayemployees work and travel - the shiftto virtual meetings and the appeal of bleisure travel.

+ Data-driven travel management - how data analytics are enhancing efficiency and cost effectiveness.

» The government’s anti-corruption drive - how this has affected life sciences companies, in particular.

+ Reducingrisksfortravelers andtheir personal data - developments in risk managementand safeguarding employees’ personal information.

+ Sustainabletravel - how Chinais embracing eco-friendly practices, including the shift to high-speed rail for domestic business trips.

Jonathan Kao William Tang Mike Eggleton

Managing Director, North Asia Senior Director, Operations -

Greater China

Director, Research & Intelligence
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China’s travel recovery

International travel slow to recover

Airlinetraffic (revenue passenger kilometers - RPKs)in the
Chinese marketsuffereda deep and prolonged downturn
duringthe COVID-19 pandemic.

Datafromthe International Air Transport Association (IATA)
shows domestic traffic finally recovering above 2019 levels in
2023." The prospects for domestic air travel seem
encouraging: By 2025, IATA expects airline traffic to be one-
third higherthanin 2019.

The pictureis quite differentfor internationaltravel. Traffic
was far more severely impacted by the pandemic, andit has
been much slowerto recover.|ATA does notcurrently
forecasta fullrecoveryuntil 2025, butinternational traffic
couldthen move 11% higher than its pre-pandemic level.
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The recoveryin the domestic segment has shown thatthe appetite for air travel clearly exists. Airlines have responded by
offering 16% more seats than before the start of the pandemic.? It's possible thatairline capacity could be a key factor
holding back the return of international demand. In January 2024, international airline seats available in the Chinese
marketwerestill 33% below 2020 levels. The shortfallwas even deeper in South and Southeast Asian markets, and
capacityto North America is atless than 20% of its pre-pandemic level. Butairlines are restoring international services,
and more will be reinstated in the summer 2024 schedule.
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China’s economic slowdown will impact corporate travel

Economic underperformance likely to continue

The much-anticipated surgein economic activity failed to appear following China’s ending of COVID-19restrictions fromtheend of 2022. As China’s economic growth 1981-2025
it entered 2023, China’s economy had to contend with some fierce headwinds, including soaring youth unemployment, a real estate crisis and 16
the effects of a steep risein the cost of living in western markets on their demandfor Chinese exports. 14 |
Accordingto Oxford Economics, economicgrowthis likelyto comein at 5.2%in 2023 - China’s weakest performance (excluding the L
pandemic period)since 1990's 3.9% expansionin GDP (gross domestic product). Oxford Economics predictsweaker growth stillof4.4%in 5 101
2024. Absentwill bethe brief boost China’'s economy enjoyed lastyear, as consumer demand picked up following the lifting of COVID-19 5 84
restrictions. And growth may even dip below 4% in 2025. 9 6
\
By historic standards, near term growth will be weak. China’s economic prospects remain fragile. It already faces some long-term challenges, *1
including an ageing population, a shrinking workforce and high levels of debt.? Growing economic friction between China and the West s 21
0

also unlikelyto abate, particularly as governments in Europe andthe U.S. respondto concerns about growing imports of lower -cost electric
vehicles builtin China.To restoreits fortunes, China will need some bold new measures to bolster growth.

1981 1991 2001 2011 2021

How travel managers will respond

With slower economic growth, as demand softens and profitscome under pressure, companies will look to lower their costs. Cor porate travel
budgets will inevitably come under scrutiny. More than ever, travel managers will need to demonstrate their resourcefulness, ifthey areto
successfully reduce costs whilstensuring that business travel remains effective and supportive to company goals. Rather than indiscriminately cutting
the number of trips taken by employees, Chinese companies may adopta more sophisticated approachthat seeks to maximizethe returns fromany
investmentin corporatetravel. Travel managers can be expectedto be more rigorous in establishing a trip’s return on investment(Rol).

Onesimple way to reduce costs would beto shiftair travel to lower costairlines. Or travel managers mightencourage employees to combine
business trips with some leisure time, fully leveraging the benefits (for both the company and employee) of each trip. This mightseem a strange way
of reducingtravel costs, butitshows travel managers are looking for benefits beyond simple costreduction. They recognize travel notjustas an
expense, butas an investmentin employees, with productivityimprovements a potential bonus (and extra source of costsavings)for the company.

Providing a quality travel experience for employees within a constrained budgethas become an integral part of a travel manager’s role. Beyond
some of the immediate costreduction measures outlined above, travel managers are also thinking ahead, lookingto ensurethey can continueto
keep costs contained. They'reinvesting in digital platforms to facilitate virtual meetings and sophisticated data analysis tools to help pinpoint
opportunities for cost efficiencies. Chinese companies don‘t simply think abouttoday’s challenges; they embody a forward-thinking vision, which will
putthem in a strong position once China's economicchallenges fade.
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Changing the way employees work and travel

Virtual meetings will shape business communication

The pandemic caused a seismic shiftin the workplace, as travel bans and lockdowns dramatically changed how and where many em ployees worked.
China’s companies were quickto adapttheir business communications to this new environment. Once a novel concept, virtual me etings have now
become a mainstay of China’s business operations. With the adoption of local platforms like Tencent Meeting and Alibaba’s DingTalk, and global
offerings like Microsoft Teams and Zoom, virtual meeting and conferencing tools have become seamlessly integrated into daily work.

The swifttransition to virtual engagementhas yielded several benefits. It has curtailed the necessity for extensive travel, which was particularly helpful
when airlines heavily scaled back their schedules duringthe pandemic. Ithas also reduced operational costs and ushered in u nmatched flexibility in
collaborative work, both within and acrossteams.

Farfrom being a mere stopgap measurein a time of crisis, virtual meetings are now widely recognized as a transformative for ce in shapinginternal
business communications andtraining protocols in China.

The widespread move to online meetingsisn't justaboutlogistical convenience; itheralds a larger cultural transition towar dsdigital adeptness and
echoes Chinese companies’ commitmentto sustainability by reducing travel volumes.

Bleisure travel

With China’s travel recovery now well under way, business travelers are increasingly embracing what has become known as bleis ure travel - business trips that are extended to include some
leisuretime. The conceptis already well-established outside of China.lna 2022 BCD Travel survey, 50% of (mainly North American)travelers revealed thatthey'd be likely to tag some leisure
days onto a businesstrip.* This trendis now gaining traction among Chinese employees, who aspireto a greater balance between work and recreationin their lives. They're seekingan
enriched life experience.

International air capacity in the Chinese market s still 40% below its pre-pandemic level,®> and manytravelers face an arduous process obtaining visas. When presented with the opportunity to
travel abroad for business, Chinese employees are seizingthe chanceto combine the trip with some much -needed international leisure travel. Recognizing the importance of employee
wellbeing, progressive Chinese companies are revising travel policies to accommodate extra days for leisure. They realize the contributionthis makes to job satisfaction and employee retention.

The integration of bleisure-friendly policies by

The likelihood of travelers adding a leisure break to a business trip 4 Chinese companies is redefining corporate travel as
a more holisticendeavor. It's proving to be
1 5% 35% 1 5% 1 0% attractive to employees who value opportunities for
Extremely personal growth alongside material reward and
Extremely likely Somewhat likely Somewhat unlikely unlikely career progression.

()
Source: (4) BCD Travel survey, Feb. 18-March 4, 2022; (5) OAG, Jan. 2024 v Jan. 2020 BCD [ ] trave'



Data-driven travel management

Enhancing efficiency and cost effectiveness

Corporatetravel's ability to identify and secure advantage through the adoption of cutting-edge technologies is epitomized by the
rise of data-driven travel management.In a market where business evolves rapidly, and competition can be intense, Chinese
companies recognize the strategic value of deploying data analytics in their pursuit of a competitive edge over their rivals.

Big data tools, including predictive analytics, machine learning and the wider deployment of artificial intelligence, are becoming
increasingly central to business strategy. Andthey're proving to be particularly useful in corporate travel programs, enabling Chinese
companies tofine-tunetravel plans, simplify expense tracking and forecast potential disruptions. By tapping into richer sources of
data, businesses are acquiring deeper insights into travel behaviors, expenditure trends and market dynamics. They can useth ese to
customize and personalize travel experiences and makeinformed procurement decisions.

The benefits thatenhanced data analytics offer companies aren’tjustfinancial. As an integral part of the delivery of more
personalized and appropriate travel offerings, they can also help improve traveler satisfaction, which may increase employee
engagementwith thetravel program. Thatmay resultin additional financial rewards for companies, with more travel captured by
approved channels and suppliers, while also supporting their duty of care commitments.

As businesses in China scale up activity both domestically and internationally, the insights and foresights offered by big data analysis
are empoweringthemto managethe intricacies of travel with increased finesse and forethought.

BCB‘Q travel



Government'’s anti-corruption drive continues

Chinatackles corruption

When XiJinping became China’s presidentin 2012, corruptionwas regarded to berife.¢ During his first decade in power, Mr. X| began an anti-corruption campaignthat saw millions of officials
investigated for various degrees of graft. As he entered his third five-year term as communist party chiefattheend of 2022, this campaign intensified with a greater focus on stopping corruption
happeningin thefirst place. An anti-corruption ecosystem depends on dedicated inspectors visiting state-owned companies, to ensurerules are strictly adhered to.

In July2023, authorities turned their attentionto corruptionin China’shealthcare systemin an anti-corruption campaignthat’'s expected to lastup to oneyear.” The government’s vigorous anti-
corruptionmeasures, whichnow have the life sciences sector firmly in their sights, have instigated sweeping changes, which have permeated throughout corporate travel practices. In the case
of life sciences, the anti-corruption campaign is part of broader efforts aimed at purging systemic misconductand promoting a culture of ethical conduct. Such ambitions extend to all aspects of
corporate activity, including travel.

Life sciences companies and travel are responding

Under such circumstances, companies across the life sciences industry (ranging from pharmaceutical to medical device manufacturers) are diligently reviewing their corporate travel policies to
conformto stricter oversight. The directive fromthe Chinese governmentis unambiguous: Preventany appearance of impropriety that could be perceived as attempting to influence healthcare
personnel or decision-makers. Such acts could include the provision of lavish travel or entertainmentto customers.

As a result, life sciences companies have exhibited greater restraintin their corporate travel decisions. They've becomeless inclined to use luxury hotels for professional gatherings, turning
instead towards more modestly-priced and practical alternatives. Having already reduced travel activity, this development signals a refinementin satisfying a trip’s purpose. Such meetings now
phasize content-rich programs, delivering clear and tangible benefits to healthcare professionals.

ive for greater integrity has also indirectly inspired a broader adoption of digital platforms that supportvirtual interactions. This trend aligns with the underlying shiftamong Chinese
ies towards greater transparency and accountability. As the life sciences sector adjusts to these new expectations, so too mustthe corporate travel sector.

(X J
°
Source: (6)he Economist, Nov. 3, 2023 (7) The Econofnist, Sept. 14, 2023 . BCD e travel
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Reducing risk for travelers and their personal data

Risk management

In today’s increasingly unpredictable world, risk has become a constant companion to business travelers. Corporate travel man agers in China have
decisively shifted their focus fromreacting to proactively managing risk, to ensure employee safety and organizational resilience. Chinese companies
firmly acknowledge the fundamental importance of their duty of care to employees. They're responding with comprehensive risk management
strategies, which revolve around preparation and a rapid response, should an incident occur. Measures include regularly updated travel advisories and
24-7 assistance hotlines. Real-time monitoring of global events means Chinese companies are well-placed to act promptly to protecttraveling
employees. Responses range from adjusting travel itineraries to implementing emergency evacuations, should a situation requirethem.

Companies arealso adoptinginsurance plans encompassing a broad range of potential crises, demonstrating their commitmentto enhancing their
efforts to safeguard employees when traveling for business. Buttravel risk managementis not just the responsibility of employers; it's the responsibility
of employees too.Recognizing this shared obligation, and as part of their deep-rooted commitmentto protecting their staff, Chinese companies are
actively educatingtraveling employees on risk and safety and giving them the tools to ensure their own security. By cultivating a culture or risk
awareness (and aversion), Chinese companies recognize their strategic investmentin their most vital asset - their workforce. Beyondtheir legal
obligations, rigorous risk managementhas become an importantemblem of Chinese companies’ reputationand integrity in the global marketplace.

Safeguarding employee data and information

In an age where dataleaks regularly capturethe headlines, the Chinese governmentrecognizes the imperative of safeguarding personal information.
Data securityis a real concern of anyone engagedin corporatetravel in China. Ensuring the security of sensitive data for Chinese employees traveling
internationally is complicated by differing privacy regulations around the world, which may be more lenientthan in China.In recentyears, China has
taken legislative measures to significantly strengthen data privacy and cybersecurity, suchas 202 1’sPersonal Information Pr otection Law(PIPL) and the
Cybersecurity Law. These laws enforce strict controls on data managementand international data transfer, establishing the im perative for companies
(andtheir employees) to handle personalinformation with the greatest diligence — an obligation that extends to protecting Chinese nationals when
traveling overseas.

Companiesin China arerequiredto make comprehensive data security practices an integral part of their operation. To this en d, they'reincorporating
state-of-the-artencryption and secure data management systems to shield employee data beyondterritorial lines. These measures go beyond
regulatory compliance; they build trust within the workforce and serve as a vital defense againstthereputational and financial damages that can stem
from data incursions. To ensure full compliance across all business activities, it's crucial for companies to engagein a dialogue with their suppliers to
understandtheir handling of PIPL and Cross Border Data Transfer compliance. This conversationincludes travel suppliers.

Today, Chinese citizens probably enjoy more rights against companies mishandling their data than in any other country.® Regulations in other
countries andregions, such as Europe’s General Data Protection Regulation (GDPR), typically require companies to obtain their customers’ consent
before undertaking specific processing of their personal data. China’s new rules are both stricter and wider-ranging. An expectation placed on
companies to protect national security and public order clearly demonstrates howserious the governmentregardsdata security.

Source: (8) The Economist, Sept. 11, 2021
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Sustainable travel is part of a wider green commitment

China embracing eco-friendly practices

In recentyears, sustainability has advanced rapidly up corporate agendas around the world. Travel buyers are already very clear
about corporatetravel'simpact, with two-thirds rating environmentally-sustainable travel as extremely or very important.” Chinese
companies are no exception; in fact, they're atthe vanguard of the corporate sustainability response. Recognized as a leadin g force
in global trade and commerce, Chinais acutely aware of travel'simpact on the environment.

Thisis echoedin China’s commitmentto achieving net-zero CO, emissions by 2060. To achieve this, it will need to descend fromiits
emissions peak far more rapidly than any major economy has so far succeeded in doing or has pledged to do.'® Butit has
confounded skepticsin the past. Faced with such ahuge challenge, both China’s public and private sectors are pioneering effortsto
putthe countryfirmly on an eco-friendlier path. Chinais building nuclear power stations faster thanany other country; and it already
accounts foraround onethird oftheworld’s wind and solar generating capacity.'’

In its megacities and sprawling urban areas, China has invested heavily to promote the adoption of sustainable ground
transportation. Sales of electric and hybrid cars now exceed those with traditional internal combustionengines. Morethan half of
electric vehicles sold worldwidein 2024 are expectedto be purchased by Chinese consumers.’? The continued expansion ofthe
high-speed rail network, offering fastand convenient connections to city centers, has increasingly madeit a compelling alternative to
air travel. Rail has become an attractive option for domestic business trips, particularly for companies looking to reduce th eir carbon
footprintand improve employee productivity. Beyond such infrastructure developments, travel suppliers have become more
engaged in their pursuit of sustainability. One example is the proliferation of green -certified hotels, which are committed to
conservationand environmental stewardship. By including such properties in their travel programs, Chinese companies can
seamlessly incorporate sustainable practices into their corporate travel.

While a shiftto more sustainabletravel solutionsreflects a commitmentamong Chinese companies to reduce theirimpact, they can
also contributeto a morerobustset of business goals, and maybe deliver some costsavings too. For example, the costof ahigh-
speed rail ticket can be substantially lower than flying.

(X J
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Shift to high-speed rail travel

China has the world’s largest high-speed rail network

Sincethe2008 opening ofits firstline linking Beijing and Tianjin, China has developed a dense network China’s main high-speed rail lines
of almost44,000km (27,000 miles) of high-speed rail lines. The country now accounts for two-thirds of

the world's high-speed railtrack. China’s network has been builtaround eight north-southand eight east-

westtrunk lines (main ones shown on the map). These are intendedto link large and medium-sized

Chinese cities with populations of 500,000 or moreinhabitants.

Capable oftraveling at speeds of 200-350 km/h(124-217 mph), high-speedtrains have greatly reduced

domestic journeytimes: Beijing-Shanghaitravel times have been cutfrom 15 hoursto around4.5hours.™ Ungmai Changchun
Investmentin the network continues: 2023 ended with the completion of the Chengdu-Zigong-Yibin line s
andthe openingofthefinal section of the 560 km Hangzhou-Nanchang route.’* el

An attractive option for some corporate travel

Weifang. @ Yantai
".:::oingd»
For domestic corporatetravel, wheretime, comfortand convenienceare
paramount, high-speedrail can be an attractive option. Asthey're less i
likely to be impacted by the weather or air traffic controlissues, China’s rail A__.f-»"""*"l’_"gsh.ngh,;
services are noted for their punctuality. Travelers can be confidentthat ‘
they'll arrive on-time at their destination. Rail services are more convenient,
operating from centrally located stations, which may be well-connected via \ Fuzhou
suburbanrail services. And once onboard, travelers can enjoya more iamen
comfortable and spacious experiencethan flying.

While high-speedtrains have lowered rail journeytimes, it's still quicker to
fly, particularly over the vast distances between some of China’s cities.
Flying Beijing-Shanghaiis stilltwo hours faster than rail, although this
excludesthetime needed for security checks. Air may be the choicefor
urgentmeetings in remote areas, or when time aloneis the priority.

Chinese corporatetravel policies require each trip’s specific needs to be scrutinized to determine whether air or railis more appropriate. Consideration
is given to distance, time constraints and on-trip employee productivity. Given its convenience, rail usually proves the better choice for trips of 800-1,200
km (500-750 miles). For longer distances, air tends to prevail by virtue of an aircraft’s faster speed. As the rail network continues to expand and high-
speed trains evolve, these boundaries arelikely to shiftmore in favor of rail. And its recognition as a much -needed sustainable travel option will give rail
extra impetus in its capture of air travelers.

[ X J
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Shift to high-speed rail travel

A lower cost alternative?

China’s high-speed rail services generally feature three cabins: Second Class, First Class and Business Class. These are equivalentto the economy, premium economy and business/first class
products offered by Chinese airlines on domestic flights.

In 2023, China Railway abandoned fixed pricing on its high-speed services in favor of a floating rate, bringing it more in line with airline pricing practices. Ticket prices now depend on time of
day, season, number of stops and class of travel. This means a Second Class rail ticket from Beijing to Shanghaican varyin pricefrom CNY404-667(US$57-94).

With somereports suggesting the cost of high-speed rail travel could be halfthat of taking a domestic flight, this clearly presents an added reason for travel managers andtravelers to
considerit."”> Butit's notas simple as this. When comparing the highest fulleconomy airfare for a specific route and time, it's certainly possible thattakingthetrain could be one-thirdto a half
cheaperthan flying. Butsuch is the sophistication of airline inventory and yield management, that it's equally possibleto find airfares lower than rail prices on certain flights, even after
includingfuelsurcharges andairporttaxes. Domestic air travel should not be completely disregarded in favor of rail. But the case for rail remains compelling: On average, across top routes,
including Shanghai-Beijing, Guangzhouand-Shenzhen, BCD Travel China has found high-speed rail fares to be 40-50% cheaper thanflying.

Accessing high-speed rail has become easier for business travelers

Since China Railway introduced e-tickets for all high-speed rail services in 2019, buying tickets has become so much easier. No more queuing at
the ticket counterto collecta paper printedticket. E-ticketintroduction has also helped simplify passengers’ boarding experience atthe station.
Passengers need onlyscan their passportor ID atticket-checkmachines.

Rail inventoryis normallyloadedin the China Rail ticketbookingtool(12306.cn), operated by China Railway Administration Bureau, upto 15 days
before departure. BCD Travel China has an APlintegration in place with this tool, enabling corporate customers to seamlessly book their rail
travel, both onlineand offline. This allows BCD to track booking data in the same way as air and hotel bookings would be man aged.

When booking a high-speed rail ticket for the firsttime, international travelers visiting China must first verify their travel documents and mobile
phonenumber attherailway station. They are then freeto purchase e-tickets for their rail travel in the same way as Chinese citizens. Tickets must
be paid for using a personal creditcard.

Onceaticketis issued, foreign travelers receive an SMS on their designated mobile with the confirmationnumber. They'llneed to presentboth
their travel documents and e-ticketto board the train, boarding through the manualticket gates. It's a goodidea for all travelers to printa paper
receiptforthe transaction, as this is needed for expense reimbursementand VAT refund purposes by legal entities registered in mainland China.

To simplify the inclusion of high-speed rail in travel programs, BCD Travel China has launched Rail+, an end-to-end solutionfor corporate clients
whose employees frequently travel by train. Employees book their tickets through BCD, facilitating corporate central payment, suchas an Airplus
card.Travelers canstill select invoice or personal credit card payment, but whatever the method, BCD also manages receipts and expensingthe
client'sfinance department. Individual travelers nolonger needto payfor and expense each rail trip. There's little chance of receipts beinglost.
And clients will find it easier to claimtheir VAT refund.

...
Source: (15)Iravel China Guide BCD .trave'
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