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perspective

Why is it important to gauge market styles in A-share investing?
Although  corporate fundamentals and earnings revisions are key drivers of sector and 
individual stock performance, sometimes, stock prices do not fully reflect  earnings 
estimates changes within a short time span. The performance of stocks that share one 
feature (ie, market style) may depend on investor sentiment, macro conditions or other 
factors.  Generally, higher inter-sector correlation indicates macro or non-corporate 
factors  contribute more to stock returns.

Which traditional indicators help determine market styles?
Notably, the outperformance of one particular style historically has come with 
improvement in select indicators: 1) The extent of growth outperformance is correlated 
with market beta. 2) Cyclical outperformance over defensive usually comes with 
accelerating industrial profit. 3) Small caps typically outperform large caps amid 
abundant liquidity, improved market activity and stronger retail participation.

New framework for style allocation: Incremental fund inflow perspective
Since the aforementioned indicators are complex and the factors dictating market styles 
may shift sometimes, we find that net marginal capital inflow offers insight into market 
styles. We examine and recap the investment theses of five rounds of long-lasting style 
shifts from the perspective of incremental capital inflow from 2014 to date – that is, the 
style and sector preferences of incremental funds that determine the overall A-share 
market style. Recap 1: From mid-2014 to end-2015, leveraged funds drove a market 
rally and pullback. Recap 2: An influx of foreign capital drove "white horse" style (high-
quality growth) stock prices in 2017-19. Recap 3: Mutual funds (MFs) pursued  earnings 
compounders in 2019-21, forming a positive cycle between significant fund product 
issuance and stock rises of earnings compounders. Recap 4:    During a market downturn   
between 2022-24 (before the 24 Sept 2024 policy pivot), the entry of insurance funds 
and the national team drove defensive outperformance. Recap 5: Since the 24 Sept 
2024 policy pivot, the net inflow of margin financing, ETFs and hedge fund investors has 
driven small cap and growth outperformance.

Which market styles do we prefer now?
Within the classic style allocation framework, we think  investors should balance 
allocation between growth and value, as well as large and small caps, as the market 
faces notable uncertainty from  geopolitical risks in the near term. After the market 
stabilises (see A replay of April 2025 or a new cycle into stagflation?), we would prefer 
growth and cyclical in the medium term, as a "slow bull" market benefits growth. A 
narrower PPI decline and turnaround, coupled with an industrial profit growth recovery, 
could drive cyclical outperformance. In terms of incremental capital inflow, we think  
ETFs, leveraged funds, hedge  funds and insurance funds could be top incremental 
sources in the next stage. Further expansion of sector ETFs could boost the performance 
of sector leaders, limiting small-cap outperformance. The balance of margin financing 
has not declined in the same proportion as the market's declines recently, pointing to a 
positive stance for leveraged money. Also, increased new issuance of hedge funds 
provides further support for growth. The continued entry of insurance funds (as a slow 
variable) may have a limited impact on stock prices in the near term. For 2026, as 
government bond yields rebound, insurers' strategies could shift from a high-dividend 
focus in the past two years to more diversified positions.
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Which A-share market styles should fundamental 
investors watch?
Stock style refers to a class of stocks with certain common attributes, and the correlation 
of returns is strong for stocks within one class but weak for stocks in different classes.  
Since stock styles often involve completely different or even opposite characteristics, 
many stock styles often appear in pairs. For fundamental investors, we believe major A-
share market styles include, but are not limited to, growth vs. value, large caps vs. small 
caps and cyclical vs. defensive.

Quantitative investors consider more market styles, including momentum vs. reversal, 
high quality vs. low quality, etc. For example, within momentum, UBS-S's quant team 
constructs a momentum factor based on cumulative stock returns over the past 12 
months. The team grouped the momentum factor scores of each stock, with the top 
one-third  defined as a high-momentum portfolio and the bottom third as low 
momentum.

Why is it important to gauge market styles in  A-
share investing?
Fundamentals and earnings revisions are key drivers behind the performance of sectors 
and individual stocks. However,   stocks (styles) with certain common attributes  are 
sometimes subject to the impact of investor sentiment, macro or other factors. We 
believe examining such factors  supplements  bottom-up fundamental research on sector 
earnings revisions. Indeed, identifying outperforming styles and stock portfolios is 
critical for MFs, as style allocation contributes significantly to a portfolio's total returns 
and affects the ranking of fund managers' performance. Hedge fund investors'  returns 
may come from style pairings. Investors who are good stock pickers can also be inspired 
by relative style performance and the macro context.

Tracking corporate earnings changes is a go-to tactic for fundamental investors, 
although sometimes, stock prices do not fully reflect earnings changes. We identify a 
number of factors why the classic profit analysis framework does not always work in the 
short term.  Generally,  higher inter-sector correlation indicates macro or non-corporate 
factors  contribute more to stock returns. However, once inter-sector correlation dips 
below 0.5, structural investment opportunities emerge on the micro or sector level. 
When inter-sector correlation is above 0.5, looking for  sector ideas and gauging the 
market style are sometimes even more important than  assessing individual stock trends, 
in our view.

Figure 1: Correlation of movement of all A-share sectors (trailing one month)
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Source: Wind, UBS-S; Note: Data as of 3 April 2026.
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A particular market style sometimes dominates the A-share market and lasts for years.  
For example, between 2017-19, high-quality blue-chip consumer leaders with steady 
earnings growth significantly outperformed the market, driven by the consumption 
upgrade theme. During a market downturn caused by US-China trade friction, investors 
favoured companies with solid earnings growth and commanding a premium for high-
end brands. The two most representative industries were food and beverages (mainly 
baijiu) and home appliances (mainly white goods). While their earnings growth was not 
outstanding between 2017-19 (ranking eighth and 16th among the 30 level 1 
industries), their price performance led the pack by a wide margin during that period. 
The steel, telecom, and oil and petrochemical sectors, the top three in terms of earnings 
growth, had stock pullbacks.

Figure 2: Cumulative earnings growth of all level 1 
industries (2017-19)
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Source: Wind, UBS-S

Figure 3: Cumulative stock price change of all level 1 
industries (2017-19)
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Source: Wind, UBS-S. Note: All sector indices re-based to 1,000 on 30 Dec 2016.

In our Frame your thinking on A-share sector allocations (Part II) report, we pointed out 
that market patterns sometimes look like random walks in the short term. However, 
when we excluded the long-term trend line and simplified or smoothened the ups and 
downs, we got three risk stages for each equity market cycle: risk-on, risk-off and risk 
aversion.

Among the seven biggest A-share market cycles (comprising rallies and subsequent falls) 
between 2000 and Oct  2022,  non-ferrous metals  ranked at the top in average returns in 
the risk-on stage (see report).  During the A-share market rally in 2025,  the high-beta 
non-ferrous metal sector led the pack again, with a 95% return. On the other hand, 
with AI and hard tech advancing rapidly, the electronics and telecom sectors, proxies for 
the high-beta greater tech sector,  followed closely behind.

Notably, while the 9M25 cumulative earnings growth of non-ferrous metals and 
electronics ranked high among all level 1 industries, telecom's cumulative earnings 
growth was only 9%, close to the 10% level of home appliances and 11% of 
agriculture. However, the 9M25 return of telecom was several times that of home 
appliances and agriculture. We think that reflects investors' preference for growth in the 
risk-on stage, making them pay more attention to the earnings  growth estimates and 
growth outlook of the earnings-compounder segments of some sectors.
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Figure 4: Stock price changes of all level 1 industries in 
2025
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Source: Wind, UBS-S

Figure 5: The evolution of equity market cycles plays a 
large role in determining risk appetite

Source: UBS-S

Select conventional indicators that may help 
gauge market styles
Notably, the significant outperformance of a particular style often has been 
accompanied by improvement in some conventional  indicators.

Specifically, the extent of growth outperformance is correlated with market movement. 
When the market trends up, investors typically pursue growth stocks, which are known 
for higher beta, to capture potential excess returns. In such cases, growth tends to 
outperform value, defensive and cyclical styles significantly. During a downturn, 
investors usually turn to  value to accumulate defensive positions,  reducing the losses of 
absolute returns.

The outperformance of cyclical over defensive often happens when China's economy 
recovers and industrial enterprises' profit margins improve. Historically, the rolling-six-
month outperformance of value over the Wind All A-share Index  has been correlated 
with the YoY growth of industrial profit. In years of economic upturns, the improving PPI 
and growth of industrial profit would lead to significant improvement in the profitability 
of cyclical sectors.

Historically, the outperformance of small caps over large caps has been driven  in part by 
loose liquidity and falling risk-free rates. Although investors may not necessarily allocate 
more assets to equities in a falling-rate environment, past experience and popular belief 
that abundant liquidity benefits small caps naturally leads  investors to view that as a 
good opportunity and increase allocations in small caps. Also, the outperformance of 
small caps has been partly driven by jumps in market turnover.  Notably, from 2014 to 
today, in years when average daily turnover exceeded Rmb1trn, small caps  (CSI 1000 as 
a proxy) outperformed large caps (CSI 300 as a proxy).

Increased market activity has drawn in retail investors en masse. We believe retail 
investors' preference for small caps with higher beta is a key reason for small caps' 
outperformance amid abundant liquidity. Incremental retail funds push up market 
turnover and stock prices, and the stronger money-making effect draws in more retail 
investors,  forming a positive cycle.
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Figure 6: Relative valuation of ChiNext Index to CSI 300 and 
Wind All A-share Index
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Source: Wind, UBS-S. Note: Data as of 3 April 2026.

Figure 7: Relative valuation of growth vs. stable and 
cyclical styles and Wind All A-share Index
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Figure 8:  Extent of cyclicals' outperformance over Wind All 
A-share Index in 6-month timeframe vs. YoY profit growth 
of China's industrial enterprises above designated size
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Figure 9: CSI 1000 outperformance over CSI 300 vs. A-share  
average daily turnover
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New framework for style allocation: From the 
perspective of incremental fund inflow
Given the complexity and diversity of the aforementioned indicators, the key factors 
influencing market style can change from time to time.  Therefore, we reconstruct the 
framework of style analysis. We find that the perspective of incremental capital inflow 
helps  systematically gauge  market style –  the style and sector preferences of incremental 
capital determine the overall operating style of the A-share market.

In the following sections, we recap the investment logic behind  five extended style shifts 
since 2014 from  the perspective of incremental capital inflow.

Recap 1: Leveraged money drove market rally and pullback 
from mid-2014 to end-2015

The rise and fall of this growth style bull market spanned from end-2014 to end-2015.  
From 22 Nov 2014 (the first rate cut of this round) to 24 Oct 2015 (the last RRR and rate 
cuts of the round), the central bank implemented  six rate  cuts and five RRR  cuts. 
Abundant liquidity was ignited by a series of landmark events, such as the merger of 
CNR and CSR, implementation of shantytown renovation and  introduction of "Internet 
+" during the Two Sessions in 2015, resulting in the rise of speculative sentiment in the 
A-share market in H115. The balance of margin financing as a percentage of A-share 
free-float market cap reached a historical high of 9.6% in mid-2015. Meanwhile, the 
margin trading turnover of the A-share market increased rapidly in H115, even 
exceeding 40%. Along with the rapid increase in margin financing, a large amount  of 
off-market leveraged funds poured into  the market, which eventually led to A-share 
market overvaluation.
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Given the  inherently higher risk appetite of leveraged funds,  high-beta growth styles 
were favoured by leveraged funds, while the outperformance of the growth style was 
correlated with market performance. We divide this round of rally and crash of the  A-
share market into three stages: 1) the rapid market rally driven by hot money inflow (22 
Nov 2014 to 12 June  2015); 2) the rapid market downturn driven by the unwinding of 
non-compliant funds (13 June to 15 Sept  2015); 3) and the subsequent market rebound  
(16 Sept to 24 Oct 2015).

In terms of large vs. small cap styles, during the rapid market rally, small caps (CSI 1000 
as a proxy)  significantly outperformed large caps (SSE 50 and CSI 300 as a proxy), while 
during the rapid market downturn, small caps fell more sharply due to higher beta. In 
the subsequent market rebound, small caps outperformed  again.

During the rapid market rally, all five major styles had gains of over 100%, although the 
growth style still led, with a 164% increase, while the financial style ranked last, with a 
108% increase. During the rapid market downturn, the growth style, which rose the 
most in the early stage, fell the most among all styles, declining 58%, while the financial 
style fell the least, at 39%. As the market gradually stabilised, growth again became the 
best-performing style during the rebound.

Figure 10:  Major index performances during market rally, 
downturn and rebound
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Figure 11: Major style index performances during market 
rally, downturn and rebound
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Figure 12:  Margin trading turnover as % of total A-share 
turnover
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Figure 13: Balance of margin financing as % of total A-
share free-float market cap
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 Recap 2: Influx of foreign capital drove "white horse" style 
stock prices in 2017-19

With the launch of Stock Connect programs between Mainland China and Hong Kong  
(Shanghai-Hong Kong Stock Connect launched on 17 Nov 2014 and Shenzhen-Hong 
Kong Stock Connect launched on 5 Dec 2016), foreign investors gained more 
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convenient access to  the Mainland China stock market. On 21 June 2017, MSCI 
announced A-shares would be included in the Emerging Market Index as of June 2018. 
After that went into official effect  on 1 June 2018, the inclusion factor for A-shares was  
set at 2.5%, then was increased to 5% in Sept 2018, 10% in May 2019, 15% in Aug 
2019 and finally 20% in Nov 2019.

The launch  and improvement of this series of mechanisms led to an influx of foreign 
investors into the A-share market during 2017-19. According to the PBoC, the value of 
A-shares held by foreign investors and their share as a percentage of the total market 
cap rose rapidly during 2017-19. Over this three-year period, the value of A-shares held 
by foreign investors increased sharply from Rmb0.65trn at end-2016 to Rmb2.1trn at 
end-2019, while their share of the total A-share market cap rose from 1.3% to 3.6%.

As one of the most important sources of new capital  during that period, foreign 
investors generally prefer companies with the following   characteristics: 1) high-quality 
leaders in the industry; 2)    unique brand value (such as ultra-high-end baijiu); 3) 
valuations below or close to those of overseas peers, but with significantly higher 
earnings growth  vs. the latter (such as home appliances); and 4) sound corporate 
governance and  compliant ESG.

Stocks with such characteristics were defined   by investors as "white horse" style (high-
quality growth). Among them,  the two most prominent sectors were baijiu  and white 
goods. Supported by substantial new capital inflow, baijiu  and white goods surged 
199% and 111%, respectively, during this period, while the CSI 300 climbed  only 24%  
and the Wind All A-share Index was flat.

By sector, healthcare, home appliances, banks, food and  beverages, and non-banking 
financials were the most favoured by northbound funds. Northbound funds  
accumulated net inflow of Rmb460.1bn across those five sectors over the  three-year 
period, roughly equivalent to the net inflow of the remaining 25 level 1 sectors 
combined.

Figure 14: "White horse" style (represented by baijiu and 
white goods) outperformed Wind all A-share Index during 
2017-19
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Figure 15: Foreign investor holdings as % of total market 
cap of A-share market
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Figure 16:  Northbound net inflow by sector during 2017-19
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Recap 3: Mutual funds pursued earnings compounders in 
2019-21

Earnings compounders were pursued by MFs in 2019-21, when the electrical 
equipment, electronics and non-ferrous metal sectors with superior earnings growth 
had stronger rallies. During that period, China's three new export drivers – NEVs, 
lithium-ion batteries (LiB) and photovoltaic (PV)  – shot up concurrently with rapid 
earnings growth. Meanwhile, riding on consumption upgrades, the baijiu sector 
delivered robust earnings growth with much higher industry concentration. Earning 
compounders represented by PV, LiB and baijiu attracted large amounts of MF inflow. 
The PV equipment, LiB and baijiu indices gained 549%, 677% and 288% in 2019-21, 
significantly outperforming the Wind All A-share Index (+84%) and the CSI 300 Index 
(+66%).

We highlight a symbiosis between the share prices of the aforementioned earnings 
compounders and increased new MF issuance during this period. Historically, MF 
performance has led fund-raising. Of 3,717 actively managed MFs that were 
benchmarked against the CSI 300 Index, 73.8% outperformed the benchmark in 2019-
21. In the same period, MFs that overweighted PV, LiB and baijiu generally outperformed 
the benchmark substantially. Thus, those fund managers were praised by the many MF 
investors who gained substantially.

Given those MFs' good results, the new issuance of actively managed MFs (stock and 
hybrid funds) expanded considerably since June 2020, exceeding 100bn units for 10 
consecutive months and hitting a record of 354.7bn units in Jan 2021 ( larger than the 
combined issuance amounts in 2022 and 2023). Sizeable new MF issuance further 
boosted the share prices of earnings compounders (eg, PV equipment, LiB and baijiu), 
forming a positive feedback loop.

Figure 17: Cumulative earnings growth of level 1 industries 
(2019-21)
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Figure 18: Cumulative share price gains of level 1 industries 
(2019-21)
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Figure 19: Crowded earnings compounders significantly 
outperformed the market in 2019-21
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Source: Wind, UBS-S. Note: All indices re-based to 1000 as of 31 Dec 2018.

Figure 20: Monthly issuance of actively managed MFs 
remained robust in 2019-21
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Figure 21: MF performance has led fund-raising
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Figure 22: Portion of outperforming funds among 3,717 
actively managed MFs benchmarked against CSI 300 Index 
(2013-25)
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Figure 23: MFs' position and overweight ratio in electrical 
equipment

Source: Wind, UBS-S

Figure 24: MFs' position and overweight ratio in food and 
beverages

Source: Wind, UBS-S
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Recap 4: Insurers and national team's entry drove 
"dividend/defensive" outperformance in 2022-24 (before 
24 Sept 2024 policy pivot)

The A-share market underwent a prolonged downturn from 2022 to 23 Sept 2024, 
during which the Wind All A-share Index/CSI 300 shed 34%/35% respectively, whereas 
the dividend style outperformed the market significantly. During this period, the SSE 
Dividend Index cumulatively outperformed the Wind All A-share Index/CSI 300 by 
33/34ppt. We attribute that to long-term investors' (led by insurers and the national 
team) pursuit of dividend stocks featuring resilience and high dividend yields, in the 
absence of new fund inflow led by institutional investors in the A-share market.

Facing the risk of negative spreads and reinvestment, insurance funds naturally prefer 
high-dividend sectors in the equity market when the yields of high-yield bonds (eg, AA-
rated 10-year corporate bonds and LGFV bonds)  fall rapidly. We estimate the net inflow 
of insurance funds at Rmb528.1/274.5/732.1bn in 2022/2023/2024, as one of the few 
new sources of funds in a market with dried-up liquidity.

Amid an irrational pullback, the A-share market needs decisive forces to reverse the 
trajectory and investors' expectations. The A-share market kicked off 2024 with a sharp 
fall, during which the national team bought a large amount of broad-based ETFs (mainly 
CSI 300 ETFs) to stabilise the capital market. After the market close on 6 Feb 2024, 
Central Huijin announced that it would continuously increase its ETF holdings and 
expand their scope,   safeguarding the stable operation of the capital market. We 
estimate Central Huijin's A-share ETF purchases reached Rmb777.5bn in 9M24, with CSI 
300 ETFs accounting for 69%. There is a considerable overlap between the CSI 300 and 
SSE Dividend indices. As of end-H124, the weighting of CSI 300 constituents in the SSE 
Dividend Index was around 42%.

Figure 25: SSE Dividend Index notably outperformed the 
market from 2022 to 23 Sept 2024
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Source: Wind, UBS-S. Note: All indexes re-based at 1000 on 31 Dec 2021.

Figure 26: Insurance funds' increasing investment in stocks 
and funds
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Figure 27: SSE Composite Index and total units of CSI 300 
ETFs
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Figure 28: We estimate net purchases of A-share ETFs by 
Central Huijin reached Rmb777.6bn in 9M24

Central Huijin's net inflows into ETFs (RMB bn) Q124 Q224 Q324 Q424 Q125 Q225 Q325 Q425

SSE 50 38 1 29 - (0) 22 - -

CSI 300 281 29 228 - 4 134 - -

CSI 500 39 5 12 7 - 19 - -

CSI 800 - - - - - - - -

CSI 1000 40 - 35 - - 31 - -

SSE 180 - - - - - - - -

ChiNext 21 (1) 5 - - 4 - -

STAR 50 10 - 4 - - 4 - -

Total 430 35 313 7 4 215 - -

Source: Wind, UBS-S estimates. Note: Net inflow estimates based on average 
closing price of an ETF for the current quarter.
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Recap 5: Small cap and growth outperformance amid net 
inflow of margin financing, ETFs and hedge fund investors 
since 24 Sept 2024

Amid recovering sentiment as of 24 Sept 2024, the inflow of leveraged funds (led by 
margin financing, ETFs and newly issued hedge funds) into the A-share market 
generated a liquidity-driven bull market. With a higher risk appetite, leveraged funds 
and hedge funds naturally prefer investing in high-beta sectors, driving small caps and 
growth to significantly outperform the market. ETFs are skewed toward industry leaders 
with robust fundamentals, further pushing up growth stocks.

Out of the woods in 2022-24, the A-share market had a significant rally with the debut 
of DeepSeek (a domestic LLM) around Chinese New Year in 2025. Market activity 
indicators improved meaningfully in H225. Among them, the tepid margin financing 
balance of the past few years rose from below Rmb1.8trn in mid-June 2025 and hit 
Rmb2.7trn for the first time on 15 Jan 2026. Meanwhile, A-share margin trading 
turnover as a percentage of overall A-share turnover has had a structural pickup in the 
past three years, from below 13% in early 2023 to above 22% in early 2026.

The structural development of ETFs has been an essential force in the A-share market in 
recent years. With expanding AUM of broad-based, industry and thematic ETFs from 24 
Sept 2024 to early Jan  2026, there was large flow from active MFs to passive stock 
funds. AUM of broad-based, industry and thematic ETFs grew Rmb1.86trn from 24 Sept 
2024 to 9 Jan  2026. Since the allocation of ETFs is based on index weighting, selective 
industry leaders with strong growth attributes can attract more fund inflow.

Another force that cannot be overlooked is hedge funds, with new issuance recovering 
remarkably in 2025. Registration of hedge funds by scale amounted to Rmb487.9bn in 
2025, a sharp YoY rise of 241%, in stark contrast to the lackluster new issuance of MFs.

Notably, from July to Sept  2025, when the A-share market had its steepest upward slope 
of the year, there were outliers in the new issuance of hedge funds and the YoY growth 
difference between new margin trading accounts and new SSE accounts. For the former, 
the registration scale reached Rmb79.3bn in July 2025, a record since 2022; for the 
latter, the growth difference averaged 219% in July to Sept 2025.

The rapid inflow of massive hot money drove up stock prices in a short period, leading to 
a partially overhyped market and the rise of speculative sentiment, which attracted 
regulators' attention. Before trading resumed on the afternoon of 14 Jan, with the 
approval of the CSRC, the Shanghai, Shenzhen and Beijing stock exchanges issued a 
notice to adjust the margin requirements for margin trading, raising the minimum 
margin ratio from 80% to 100%. Indicators related to A-share margin financing and 
issuance of hedge funds retreated.

Figure 29: A-share margin financing balance and as % of A-
share market free float
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Figure 30: Broad-based, industry and thematic ETFs have 
expanded NAV significantly since 2023
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Figure 31: Hedge funds – number of registrations and scale
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Figure 32: Margin trading  accounts have been much more 
active than retail investors since 2025
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Which market styles do we prefer now?
Within the classic style allocation framework, we think investors should balance 
allocation between growth and value, as well as large and small caps, as the market 
faces notable uncertainty from geopolitical risks in the near term. After the market 
stabilises (see A replay of April 2025 or a new cycle into stagflation?), we would prefer 
growth and cyclical styles in the medium term. Within the classic framework, we 
anticipate a structural "slow bull" for the A-share market that could benefit growth. A 
narrower PPI decline and turnaround, coupled with an industrial profit growth recovery, 
could drive cyclical outperformance.

In terms of incremental capital inflow, we think ETFs, leveraged funds, hedge funds and 
insurance funds could be the top incremental sources for A-shares in the next stage. 
Investors need to watch their marginal changes closely.

The highly-sought-after growth style has consolidated due to the pullback of overseas 
tech sectors and geopolitical risk, causing the A-share balance of margin financing to 
retreat from a high. As of 2 April 2026, the balance of margin financing of the A-share 
market stood at Rmb2.58trn, down Rmb145.1bn from a high on 28 Jan and roughly on 
par with the Rmb2.57trn before Chinese New Year.

Liquidity remains ample in the market. Registration of hedge funds by scale amounted 
to Rmb61.9bn, the second-highest since 2022 and second only to Rmb79.3bn in July 
2025. We believe short-term market corrections may present opportunities for 
leveraged funds and hedge funds to buy the dip in growth.

For large and small caps, we see limited potential for further significant turnover 
expansion throughout the year, despite the notably higher A-share market turnover 
YTD. A-share turnover and the balance of margin financing has contracted markedly 
from mid-Jan. Also, the rapid increase in AUM  of industry and thematic ETFs is beneficial 
for industry leaders. All A-share industry and thematic ETFs have expanded AUM by 
Rmb119.3bn YTD. We view the development of ETFs as a major medium- and long-term 
trend, and the long-term growth potential is not likely to be reversed by short-term 
disruptions. Therefore, the performance of large and small caps could be relatively 
balanced this year. Small caps are likely to slightly outperform amid a market rally due to 
higher beta.

The continuing net inflow of insurance funds should not be ignored either, although 
they are more of a slow variable, given their relatively smaller net inflow vs. other types 
of investors in the short term. For 2026, insurers may shift their investing strategy from 
focusing on high-dividend names in the past two years to more diversified positions, 
given rebounding bond yields.
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Figure 33: Significant AUM expansion of industry and 
thematic ETFs YTD
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Figure 34: A-share balance of margin financing fell recently
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Figure 35: Insurance funds' increasing investment in stocks 
and funds
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Figure 36: Hedge funds – number of registrations and scale
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Valuation Method and Risk Statement

For various stocks across the industries we cover in the Hong Kong and mainland China stock 
markets, we use a variety of valuation approaches, including DCF models, Gordon growth 
model analysis and relative valuation analysis using various multiples such as PE, EV/EBITDA 
and P/BV.
We think the risks facing China's equities include a hard landing for the property market, a 
capital exodus associated with currency depreciation and slow structural reform progress. In 
our view, any government policies that do not adequately address these risks could result in a 
shock to the market. For example, an excess of stimulus policies could pose a risk to the 
transition from an investment-driven to a consumption-driven economy and increase the 
debt of government and state-owned enterprises.
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Required Disclosures

This document has been prepared by UBS Securities Asia Limited, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and 
affiliates, including former Credit Suisse AG and its subsidiaries, branches and affiliates are referred to herein as "UBS".

For information on the ways in which UBS manages conflicts and maintains independence of its UBS Global Research product; 
historical performance information; certain additional disclosures concerning UBS Global Research recommendations; and terms and 
conditions for certain third party data used in research report, please visit https://www.ubs.com/disclosures. Unless otherwise 
indicated, information and data in this report are based on company disclosures including but not limited to annual, interim, quarterly 
reports and other company announcements. The figures contained in performance charts refer to the past; past performance is not a 
reliable indicator of future results. Additional information will be made available upon request. UBS Securities Co. Limited is licensed to 
conduct securities investment consultancy businesses by the China Securities Regulatory Commission. UBS acts or may act as principal 
in the debt securities (or in related derivatives) that may be the subject of this report. This recommendation was finalized on: 07 April 
2026 03:08 PM GMT. UBS has designated certain UBS Global Research department members as Derivatives Research Analysts where 
those department members publish research principally on the analysis of the price or market for a derivative, and provide information 
reasonably sufficient upon which to base a decision to enter into a derivatives transaction. Where Derivatives Research Analysts co-
author research reports with Equity Research Analysts or Economists, the Derivatives Research Analyst is responsible for the derivatives 
investment views, forecasts, and/or recommendations. Quantitative Research Review: UBS Global Research publishes a 
quantitative assessment of its analysts' responses to certain questions about the likelihood of an occurrence of a number of short term 
factors in a product known as the 'Quantitative Research Review'. Views contained in this assessment on a particular stock reflect only 
the views on those short term factors which are a different timeframe to the 12-month timeframe reflected in any equity rating set out 
in this note. For the latest responses, please see the Quantitative Research Review Addendum at the back of this report, where 
applicable. For previous responses please make reference to (i) previous UBS Global Research reports; and (ii) where no applicable 
research report was published that month, the Quantitative Research Review which can be found at https://neo.ubs.com/
quantitative, or contact your UBS sales representative for access to the report or the Quantitative Research Team on ubs-quant-
answers@ubs.com.  A consolidated report which contains all responses is also available and again you should contact your UBS sales 
representative for details and pricing or the Quantitative Research team on the email above.

Analyst Certification: 
Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each 
security or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about 
those securities or issuers and were prepared in an independent manner, including with respect to UBS, and (2) no part of his or her 
compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by that research 
analyst in the research report.

UBS Global Research: Global Equity Rating Definitions

12-Month Rating Definition Coverage1 IB Services2

Buy FSR is > 6% above the MRA. 54% 24%

Neutral FSR is between -6% and 6% of the MRA. 40% 21%

Sell FSR is > 6% below the MRA. 6% 21%

Short-Term Rating Definition Coverage3 IB Services4

Buy Stock price expected to rise within three months from the time the 
rating was assigned because of a specific catalyst or event. <1% <1%

Sell Stock price expected to fall within three months from the time the 
rating was assigned because of a specific catalyst or event. <1% <1%

Source: UBS. Rating allocations are as of 31 March 2026.
 1:Percentage of companies under coverage globally within the 12-month rating category.
 2:Percentage of companies within the 12-month rating category for which investment banking (IB) services were provided within the 
past 12 months.
 3:Percentage of companies under coverage globally within the Short-Term rating category.
 4:Percentage of companies within the Short-Term rating category for which investment banking (IB) services were provided within the 
past 12 months.
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KEY DEFINITIONS:Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend yield over 
the next 12 months. In some cases, this yield may be based on accrued dividends. Market Return Assumption (MRA) is defined as 
the one-year local market interest rate plus 5% (a proxy for, and not a forecast of, the equity risk premium). Under Review (UR) 
Stocks may be flagged as UR by the analyst, indicating that the stock's price target and/or rating are subject to possible change in the 
near term, usually in response to an event that may affect the investment case or valuation. Equity Price Targets have an investment 
horizon of 12 months.

EXCEPTIONS AND SPECIAL CASES:UK and European Investment Fund ratings and definitions are: Buy: Positive on factors 
such as structure, management, performance record, discount; Neutral: Neutral on factors such as structure, management, 
performance record, discount; Sell: Negative on factors such as structure, management, performance record, discount. Core 
Banding Exceptions (CBE): Exceptions to the standard +/-6% bands may be granted by the Investment Review Consultation (IRC). 
Factors considered by the IRC include the stock's volatility and the credit spread of the respective company's debt. As a result, stocks 
deemed to be very high or low risk may be subject to higher or lower bands as they relate to the rating. When such exceptions apply, 
they will be identified in the Company Disclosures table in the relevant research piece.

Research analysts contributing to this report who are employed by any non-US affiliate of UBS Securities LLC are not registered/
qualified as research analysts with FINRA. Such analysts may not be associated persons of UBS Securities LLC and therefore are not 
subject to the FINRA restrictions on communications with a subject company, public appearances, and trading securities held by a 
research analyst account. The name of each affiliate and analyst employed by that affiliate contributing to this report, if any, follows.

UBS AG Hong Kong Branch: James Wang, Tommy Tang, CFA.UBS Securities Co. Limited: Lei Meng, Robin Xu, Yu Sheng.

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report. For a complete set of 
disclosure statements associated with the companies discussed in this report, including information on valuation and risk, please 
contact UBS Securities LLC, 11 Madison Avenue, New York, NY 10010, USA, Attention: Investment Research.
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UBS Global Research Disclaimer
This document has been prepared by UBS Securities Asia Limited, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates, including former Credit 
Suisse AG and its subsidiaries, branches and affiliates are referred to herein as "UBS".
Any opinions expressed in this document may change without notice and are only current as of the date of publication. Different areas, groups, and personnel 
within UBS may produce and distribute separate research products independently of each other. For example, research publications from UBS CIO are produced 
by UBS Global Wealth Management. UBS Global Research is produced by UBS Investment Bank. Research methodologies and rating systems of each separate 
research organization may differ, for example, in terms of investment recommendations, investment horizon, model assumptions, and valuation methods. As a 
consequence, except for certain economic forecasts (for which UBS CIO and UBS Global Research may collaborate), investment recommendations, ratings, price 
targets, and valuations provided by each of the separate research organizations may be different, or inconsistent. You should refer to each relevant research 
product for the details as to their methodologies and rating system. Not all clients may have access to all products from every organization. Each research product 
is subject to the policies and procedures of the organization that produces it.
This document is provided solely to recipients who are expressly authorized by UBS to receive it. If you are not so authorized you must 
immediately destroy the document.
UBS Global Research is provided to our clients through UBS Neo, and in certain instances, UBS.com and any other system or distribution method specifically 
identified in one or more communications distributed through UBS Neo or UBS.com (each a system) as an approved means for distributing UBS Global Research. 
It may also be made available through third party vendors and distributed by UBS and/or third parties via e-mail or alternative electronic means.
All UBS Global Research is available on UBS Neo. Please contact your UBS sales representative if you wish to discuss your access to UBS Neo. Where UBS Global 
Research refers to "UBS Evidence Lab Inside" or has made use of data provided by UBS Evidence Lab and you would like to access that data please contact your 
UBS sales representative. UBS Evidence Lab data is available on UBS Neo. The level and types of services provided by UBS Global Research and UBS Evidence Lab to 
a client may vary depending upon various factors such as a client's individual preferences as to the frequency and manner of receiving communications, a client's 
risk profile and investment focus and perspective (e.g., market wide, sector specific, long-term, short-term, etc.), the size and scope of the overall client 
relationship with UBS Global Research and UBS Evidence Lab and legal and regulatory constraints. UBS HOLT and UBS Pharma Values are offerings of UBS Global 
Research. HOLT Lens is a corporate performance platform offering that provides an objective accounting-led framework for comparing and valuing companies 
and is available to clients of UBS Global Research; for further details and pricing please contact your UBS Sales representative. In particular, HOLT has a variety of 
warranted prices based on the scenario chosen; please mail UBS Securities LLC, 11 Madison Avenue, New York, NY 10010, USA, Attention: Investment Research, 
if you are interested in the warranted price on a particular company, again subject to commercial considerations. UBS Pharma Values is an analytical tool that 
involves the creation of a number of individual product net present value calculations, based on published forecasts of sales for pharmaceuticals, and is available 
to clients of UBS Global Research; for further details and pricing please contact your UBS Sales representative. For all other specific disclaimers, please see https://
www.ubs.com/disclosures.
When you receive UBS Global Research through a system, your access and/or use of such UBS Global Research is subject to this UBS Global Research Disclaimer 
and to the UBS Neo Platform Use Agreement (the "Neo Terms") together with any other relevant terms of use governing the applicable System.
When you receive UBS Global Research via a third party vendor, e-mail or other electronic means, you agree that use shall be subject to this UBS Global Research 
Disclaimer, the Neo Terms and where applicable the UBS Investment Bank terms of business (https://www.ubs.com/global/en/investment-bank/regulatory.html) 
and to UBS's Terms of Use/Disclaimer (https://www.ubs.com/global/en/legalinfo2/disclaimer.html). In addition, you consent to UBS processing your personal data 
and using cookies in accordance with our Privacy Statement (https://www.ubs.com/global/en/legalinfo2/privacy.html) and cookie notice (https://www.ubs.com/
global/en/legal/privacy/users.html).
If you receive UBS Global Research, whether through a System or by any other means, you agree that you shall not copy, revise, amend, create a 
derivative work, provide to any third party, or in any way commercially exploit any UBS research provided via UBS Global Research or otherwise, 
and that you shall not extract data from any research or estimates provided to you via UBS Global Research or otherwise, without the prior 
written consent of UBS. You agree not to use UBS Global Research in any artificial intelligence system, without the prior written consent of UBS. 
In certain circumstances (including for example, if you are an academic or a member of the media) you may receive UBS Global Research otherwise than in the 
capacity of a client of UBS and you understand and agree that under these circumstances (i) the UBS Global Research is provided to you for information purposes 
only; (ii) for the purposes of receiving it you are not intended to be and will not be treated as a “client” of UBS for any legal or regulatory purpose; (iii) the UBS 
Global Research must not be relied on or acted upon for any purpose; and (iv) such content is subject to the relevant disclaimers that follow.
This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution to or use by, any person or entity who is a citizen 
or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or 
regulation or would subject UBS to any registration or licensing requirement within such jurisdiction.
This document is a general communication and is educational in nature; it is not an advertisement nor is it a solicitation or an offer to buy or sell any financial 
instruments or to participate in any particular trading strategy. Nothing in this document constitutes a representation that any investment strategy or 
recommendation is suitable or appropriate to an investor’s individual circumstances or otherwise constitutes a personal recommendation. By providing this 
document, none of UBS or its representatives has any responsibility or authority to provide or have provided investment advice in a fiduciary capacity or otherwise. 
Investments involve risks, and investors should exercise prudence and their own judgment in making their investment decisions. None of UBS or its representatives 
is suggesting that the recipient or any other person take a specific course of action or any action at all. The recipient should carefully read this document in its 
entirety and not draw inferences or conclusions from the rating alone. By receiving this document, the recipient acknowledges and agrees with the intended 
purpose described above and further disclaims any expectation or belief that the information constitutes investment advice to the recipient or otherwise purports 
to meet the investment objectives of the recipient. The financial instruments described in the document may not be eligible for sale in all jurisdictions or to certain 
categories of investors.
Options, structured derivative products and futures (including OTC derivatives) are not suitable for all investors. Trading in these instruments is considered risky 
and may be appropriate only for sophisticated investors. Prior to buying or selling an option, and for the complete risks relating to options, you must receive a 
copy of "The Characteristics and Risks of Standardized Options." You may read the document at https://www.theocc.com/publications/risks/riskchap1.jsp or ask 
your salesperson for a copy. Various theoretical explanations of the risks associated with these instruments have been published. Supporting documentation for 
any claims, comparisons, recommendations, statistics or other technical data will be supplied upon request. Past performance is not necessarily indicative of 
future results. Transaction costs may be significant in option strategies calling for multiple purchases and sales of options, such as spreads and straddles. Because 
of the importance of tax considerations to many options transactions, the investor considering options should consult with his/her tax advisor as to how taxes 
affect the outcome of contemplated options transactions.
Mortgage and asset-backed securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates or other market 
conditions. Foreign currency rates of exchange may adversely affect the value, price or income of any security or related instrument referred to in the document. 
For investment advice, trade execution or other enquiries, clients should contact their local sales representative.
UBS notes that no globally accepted framework or definition (legal, regulatory or otherwise) currently exists, nor is there a market consensus as to what 
constitutes an “ESG” (Environmental, Social or Governance) or an equivalent-label, or as to what precise attributes are required for the Information (as defined 
below) to be defined as ESG or equivalently-labelled. Any information, data or other content including from a third party source contained, referred to herein or 
used for whatsoever purpose by UBS or a third party (“Information”), in relation to any actual or potential ESG objective, issue or consideration is not intended to 
be relied upon for ESG classification, regulatory regime or industry initiative purposes (“ESG Regimes”). Nothing in these materials is intended to convey, suggest 
or indicate that UBS considers or represents any product, service, person or body mentioned in these materials as meeting or qualifying for any ESG classification, 
labelling or similar standards that may exist under the ESG Regimes. UBS has not conducted any assessment of compliance with ESG Regimes. Parties are 
reminded to make their own assessments for these purposes.
The value of any investment or income may go down as well as up, and investors may not get back the full (or any) amount invested. Past performance is not 
necessarily a guide to future performance. Neither UBS nor any of its directors, employees or agents accepts any liability for any loss (including investment loss) or 
damage arising out of the use of all or any of the Information.
Prior to making any investment or financial decisions, any recipient of this document or the information should take steps to understand the risk and return of the 
investment and seek individualized advice from his or her personal financial, legal, tax and other professional advisors that takes into account all the particular 
facts and circumstances of his or her investment objectives.
Any prices stated in this document are for information purposes only and do not represent valuations for individual securities or other financial instruments. There 
is no representation that any transaction can or could have been effected at those prices, and any prices do not necessarily reflect UBS's internal books and 
records or theoretical model-based valuations and may be based on certain assumptions. Different assumptions by UBS or any other source may yield substantially 
different results.
No representation or warranty, either expressed or implied, is provided in relation to the accuracy, completeness or reliability of the information contained in any 
materials to which this document relates (the "Information"), except with respect to Information concerning UBS. The Information is not intended to be a 
complete statement or summary of the securities, markets or developments referred to in the document. UBS does not undertake to update or keep current the 
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Information. Any statements contained in this report attributed to a third party represent UBS's interpretation of the data, information and/or opinions provided 
by that third party either publicly or through a subscription service, and such use and interpretation have not been reviewed by the third party. In no circumstances 
may this document or any of the Information (including any forecast, value, index or other calculated amount ("Values")) be used for any of the following 
purposes:
(i) valuation or accounting purposes;
(ii) to determine the amounts due or payable, the price or the value of any financial instrument or financial contract; or
(iii) to measure the performance of any financial instrument including, without limitation, for the purpose of tracking the return or performance of any Value or of 
defining the asset allocation of portfolio or of computing performance fees.
By receiving this document and the Information you will be deemed to represent and warrant to UBS that you will not use this document or any of the Information 
for any of the above purposes or otherwise rely upon this document or any of the Information.
UBS has policies and procedures, which include, without limitation, independence policies and permanent information barriers, that are intended, and upon 
which UBS relies, to manage potential conflicts of interest and control the flow of information within divisions of UBS and among its subsidiaries, branches and 
affiliates. For further information on the ways in which UBS Global Research manages conflicts and maintains independence of its research products, historical 
performance information and certain additional disclosures concerning UBS Global Research recommendations, please visit https://www.ubs.com/disclosures.
UBS Global Research will initiate, update and cease coverage solely at the discretion of UBS Global Research Management, which will also have sole discretion on 
the timing and frequency of any published research product. The analysis contained in this document is based on numerous assumptions. All material information 
in relation to published research reports, such as valuation methodology, risk statements, underlying assumptions (including sensitivity analysis of those 
assumptions), ratings history etc. as required by the Market Abuse Regulation, can be found on UBS Neo. Different assumptions could result in materially different 
results.
UBS Global Research may utilise artificial intelligence tools (“AI Tools”) in the preparation of this document. Notwithstanding any such use of AI Tools, this 
document has undergone human review.
The analyst(s) responsible for the preparation of this document may interact with trading desk personnel, sales personnel and other parties for the purpose of 
gathering, applying and interpreting market information. UBS relies on information barriers to control the flow of information contained in one or more areas 
within UBS into other areas, units, groups or affiliates of UBS. The compensation of the analyst who prepared this document is determined exclusively by UBS 
Global Research management and senior management (not including investment banking). Analyst compensation is not based on investment banking revenues; 
however, compensation may relate to the revenues of UBS and/or its divisions as a whole, of which investment banking, sales and trading are a part, and UBS as 
a whole.
For financial instruments admitted to trading on an EU regulated market: UBS (excluding UBS Securities LLC) acts as a market maker or liquidity provider (in 
accordance with the interpretation of these terms under English law or, if not carried out by UBS in the UK the law of the relevant jurisdiction in which UBS 
determines it carries out the activity) in the financial instruments of the issuer save that where the activity of liquidity provider is carried out in accordance with the 
definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately disclosed in this document. For financial instruments 
admitted to trading on a non-EU regulated market: UBS may act as a market maker save that where this activity is carried out in the US in accordance with the 
definition given to it by the relevant laws and regulations, such activity will be specifically disclosed in this document. UBS may have issued a warrant the value of 
which is based on one or more of the financial instruments referred to in the document. UBS and its affiliates and employees may have long or short positions, 
trade as principal and buy and sell in instruments or derivatives identified herein; such transactions or positions may be inconsistent with the opinions expressed in 
this document.
Within the past 12 months UBS may have received or provided investment services and activities or ancillary services as per MiFID II which may have given rise to 
a payment or promise of a payment in relation to these services from or to this company.
Please note that all transactions conducted by UBS are consistent with sanctions regulations imposed by Switzerland, the European Union, the United Nations, the 
United Kingdom and the United States, per UBS' global sanctions policy. UBS opinion as to future investment worthiness assumes no new sanctions are imposed.
US persons are prohibited from purchasing or selling securities of certain companies designated as being associated with the Chinese Military in accordance with 
the amended US Presidential Executive Order 13959.
United Kingdom: This material is distributed by UBS AG, London Branch to persons who are eligible counterparties or professional clients. UBS AG, London 
Branch is authorised by the Prudential Regulation Authority and subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential 
Regulation Authority. Europe: Except as otherwise specified herein, these materials are distributed by UBS Europe SE, a subsidiary of UBS AG, to persons who are 
eligible counterparties or professional clients (as detailed in the Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin) Rules and according to MIFID) and are only 
available to such persons. The information does not apply to, and should not be relied upon by, retail clients. UBS Europe SE is authorised by the European Central 
Bank (ECB) and regulated by the BaFin and the ECB. Germany, Luxembourg, the Netherlands, Belgium and Ireland: Where an analyst of UBS Europe SE has 
contributed to this document, the document is also deemed to have been prepared by UBS Europe SE. In all cases it is distributed by UBS Europe SE and UBS AG, 
London Branch. Turkey: Distributed by UBS AG, London Branch. No information in this document is provided for the purpose of offering, marketing and sale by 
any means of any capital market instruments and services in the Republic of Turkey. Therefore, this document may not be considered as an offer made or to be 
made to residents of the Republic of Turkey. UBS AG, London Branch is not licensed by the Turkish Capital Market Board under the provisions of the Capital 
Market Law (Law No. 6362). Accordingly, neither this document nor any other offering material related to the instruments/services may be utilized in connection 
with providing any capital market services to persons within the Republic of Turkey without the prior approval of the Capital Market Board. However, according to 
article 15 (d) (ii) of the Decree No. 32, there is no restriction on the purchase or sale of the securities abroad by residents of the Republic of Turkey. Poland: 
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prepared by UBS Europe SE, France Branch.  Spain: Prepared by UBS Europe SE and distributed by UBS Europe SE and UBS Europe SE, Spain Branch. Where an 
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