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China Software: Mar revenues slowed to 11.6% YoY; Sequential growth

in 2Q with rising spending on Al agents
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China software industry growth in Mar was +11.6% YoY (vs. Jan-Feb 2026/ Dec
2025 at +11.7%/ 11.7% YoY), slower than previous quarters, leading to aggregate
1Q26 revenues +11.6% YoY (vs. 1Q25 at 10.5% YoY). Looking into 2Q ahead, we
expect to see sequential QoQ growth post the 1Q weak season, and rising enterprise
clients’ spending on Gen-Al tools (sales/ marketing, productivity, manufacturing
etc.). As we highlighted in Private Tech Tour report, we see accelerated monetization
and expanding use cases of Al agents, for example, Al agents to retain experienced
employees’ know-how in-house, or diversify the production sites with higher
efficiency. For ToC, we see users leverage multi-modal Al models to generate
content, and adopt personal Al assistants on daily basis (e.g. search file, chat etc.).

We monitor Al product momentum, SMB PMI data, company hiring, profitability, and
product iteration to track the path of software spending recovery in China. By
segment, semi design, IT services, and cloud computing and big data outperformed
in Mar, with IT services contributing the major revenues in the China software
industry. The SMB PMI saw recovery in Mar/ Apr, which suggests growing IT spending
ahead. On new products, we see iFlytek plans to release the new generation of Al
model based on the latest computing platform in Oct, and Meitu targets to release a
suite of new Al products during its annual event.

Buy: Al: Sensetime, Meitu; Finance: Hundsun; loT software: TUYA. Read more: China
Software product tracker; Sensetime UG to Buy; Meitu initiation.

Mar software industry growth slowed; Apr SMB PMI MoM improve

China software industry growth slowed at 11.6% YoY in Mar 2026 (vs. 11.7% in Feb
2026), and the SMB PMI recovered to 50.1 in Apr (vs. 44.8/ 49.3 in Feb/ Mar). We
expect to see improving QoQ in 2Q26E on better seasonality, and rising adoption of
Al features, and continue to see new progress in foundational Al models for text/
image/ video content generation to drive the application ecosystem.

China software sector key indicators:
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China SMB PMI: The PMI data reflects economic momentum and is correlated with
the software market and customer budgets. In Apr 2026, we see SMB PMI increase
to 50.1 from 48.6 in December (Exhibit 3).

Margin facing pressures in Mar 2026: We saw China software industry net margin
at 9% in Mar vs. net margin at 12.5% in Jan to Feb, per MIIT, showing higher margin
pressures in 1Q weak season on fixed employee cost.

Exhibit 1: China software industry growth was at 12% YoY Exhibit 2: Software industry growth slowed in Mar 2026;

in1Q26

SMB PMI recovery since Apr 2026

2025 China Software industry revenue growth by segment
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*software products include industrial software; **IT services include Source: MIIT, NBS

E-commerce IT services, semis design software, cloud computing and big data.

Source: MIIT

Software Monthly: Mar rev growth at 11.6% YoY, similar to Jan-Feb growth at 11.7% YoY

8 May 2026

Mar 2026 China software quick read:

1.

Revenue +11.6% YoY, leading to 1Q26 at 11.6% YoY, slower than 2M26 growth of
11.7% YoY: In March, the aggregate revenue of software companies registered in
China was up +11.7% YoY to Rmb1.3trn (US$186bn), resulting in 1Q26 revenue
growth of +11.6% YoY, while going down from 2M26 of 11.7% YoY, per MIIT.

Net margin was 9.0%, leading to 1Q26 at 11.2%, lower vs. 2M26 of 12.5%: In
March, the aggregate net income of software companies registered in China was
Rmb120bn (US$17bn), or net margin of 9.0% (vs. 12.5% in Jan-Feb 2026), resulting
in 1Q26 net margin of 11.2%, lower than 2M26 net margin of 12.5%, per MIIT.

Overseas exposure down to 2.8%: In March, the aggregate revenue for non-China
markets from software companies registered in China was US$5.2bn, and overseas
exposure was down to 2.8% (vs. 3.5% in Jan - Feb 2026).

IT services remain a key contributor: In 1Q26, the aggregate revenue of software
companies registered in China (Rmb3.5trn) was mainly generated from IT services
(67% of the total), followed by software products at 23%, embedded system
software at 8%, and security software and services at 1%, per MIIT.
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Exhibit 3: China software market snapshot

ina software market
Total revenues (Rmb m)*
Software products

IT services

Security software
Embedded system software
MoM

Software products

IT services

Security software
Embedded system software
Yo¥

Software products

IT services

Security software
Embedded system software
Mix

Software products

IT services

Security software
Embedded system software

Total net income (Rmb m)*
MoM
YoY

Net margin

Total revenues (Rmb m)
From China market
From non-China markets
Export ratio

Jan-Feb 25

1,928,193
438,497
1,279,752
38,795
171,149

10%
8%
10%

12%
100%
23%
66%
2%
9%

250,979

1%
13.0%

1,928,193

1,861,879

66,314
3%

Mar-25

1,199,469
290,996
793,787

22,601
92,085

12%
1%
12%
12%
8%
100%
24%
66%
2%
8%

134,566

13%
11.2%

1,199,469

1,171,463

28,006
2%

Apr-25

1,130,638
263,807
767,960

-1,295
100,166
6%
9%
-3%
-106%
9%
1%
10%
13%
19%
5%
100%

23%
10.8%

1,130,638

1,100,686

29,952
3%

May-25

1,320,600
254, 500
968,100

18,600
79,400
7%
4%
26%
-1536%
-21%
13%
11%
13%
8%
9%
100%

9%
12.5%

1,320,600

1,281,360

39,240
3%

Jun-25

1,479,600
296,300
1,026,600
26,500
130,200
12%

16%

6%

42%

64%

15%

14%

16%

8%

T%

100%
20%

69%

2%

9%

186,000
13%
9%
12.6%

1,479,600

1,439,352

40,248
3%

Jul-25

1,266,200
257,000
888,400

12,900
107,900
4%
-13%
-13%
-51%
-17%
14%
1%
16%
-8%
9%
100%
20%
70%
1%
9%

230,900
24%
14%

18.2%

1,266,200

1,225,304

40,896
3%

Aug-25

1,316,100
310,200
867,000

20,000
118,900
4%
21%
2%
55%
10%
15%
16%
16%
1%
10%
100%
24%
66%
2%
9%

229,600
-1%
16%

17.4%

1,316,100

1,269,588

46,512
4%

Sep-25

1,471,800
274,100
1,051,700
24,600
121,400
12%
-12%
21%

23%

2%

15%

8%

18%

%

9%
100%
19%
%
2%
8%

1,471,800

1,432,200

39,600
3%

Oct-25

1,397,700
265,000
962,000

18,300
152,400
5%
-3%
9%
-26%
26%
15%
14%
15%
3%
16%
100%
19%
69%
1%
1%

2%
9.8%

1,397,700

1,360,620

37,080
3%

Nov-25

1,467.300
300,500
1,005,100
19,100
142,600
5%

13%

4%

4%

-6%

15%

13%

16%
11%

8%

100%
20%

1,467,300

1,425,540

41,760
3%

Dec-25

1,505,500
285,200
1,026,200
23,400
170,700
3%

5%

2%

23%

20%

12%

1%

16%

5%

9%

100%
19%

68%

2%

1%

189,400
54%
14%

12.6%

1,505,500

1,463,452

42,048
3%

China Software

Jan-Feb 26 Mar-26
2,153,500 1,338,500
472,700 318,800
1,447,400 895,700
41,200 24,800
192,200 99,200
12% 12%

8% 10%

13% 13%

6% 10%

12% 8%

100% 100%
22% 24%

67% 67%

2% 2%

9% %
269,300 120,100
T% 1%

12.5% 9.0%
2153500 1,338,500
2,078,764 1,300,916
74,736 37,584
3% 3%

*Aggregate revenue/net income for software companies registered in China. IT services growth was mainly driven by cloud computing and big data segment.

Source: MIIT

Exhibit 4: China software market continued to grow in

December

Software companies registered in China: aggregate revenues and

Exhibit 5: China security software revenues growth was at
10% YoY in Mar (vs. 6% YoY in Jan-Feb 2026)
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Exhibit 6: Net margin at 9.0% in Mar (vs. 12.5% in Jan - Exhibit 7: IT services remain the key contributor

Feb 2026), leading to 1Q26 NM at 11.2% Software companies registered in China: aggregate revenues by
Software companies registered in China: aggregate NI YoY growth subsectorin 1Q26
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China security software [ IT services market +10%/ +13% YoY in March 2026

®m  China security software market revenue growth continued in March: In Mar, the
aggregate revenue of security software companies registered in China was up 10%
YoY Rmb24.8bn (US$3.4bn), and 1Q26 revenue to Rmb66bn (US$9.2bn).

®  ChinaIT services market revenue +13% YoY in March: In March, the aggregate
revenue of IT services companies registered in China was up 13% YoY to Rmb896bn
(US$124bn), and 1Q26 revenue to Rmb2.3tn (US$328bn), per MIIT.

®m Service outsourcing contract value increased in Mar 2026: In March, the
aggregate contract value of service outsourcing was up to Rmb377bn, and 1Q26
contract value to Rmb590bn, per Ministry of Commerce. The aggregate value of
service outsourcing (execution) was up 91% YoY to Rmb284bn in Mar 2026, driven
by rising Al-related projects.
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only and must not be reprinted without permission. Investors should carefully consider their own investment risk. Investment results are the
responsibility of the individual investor. United Kingdom: Persons who would be categorized as retail clients in the United Kingdom, as such term is
defined in the rules of the Financial Conduct Authority, should read this research in conjunction with prior Goldman Sachs research on the covered
companies referred to herein and should refer to the risk warnings that have been sent to them by Goldman Sachs International. A copy of these risks
warnings, and a glossary of certain financial terms used in this report, are available from Goldman Sachs International on request.

European Union and United Kingdom: Disclosure information in relation to Article 6 (2) of the European Commission Delegated Regulation (EU)
(2016/958) supplementing Regulation (EU) No 596/2014 of the European Parliament and of the Council (including as that Delegated Regulation is
implemented into United Kingdom domestic law and regulation following the United Kingdom’s departure from the European Union and the European
Economic Area) with regard to regulatory technical standards for the technical arrangements for objective presentation of investment
recommendations or other information recommending or suggesting an investment strategy and for disclosure of particular interests or indications of
conflicts of interest is available at https://www.gs.com/disclosures/europeanpolicy.html which states the European Policy for Managing Conflicts of
Interest in Connection with Investment Research.

Japan: Goldman Sachs Japan Co., Ltd. is a Financial Instrument Dealer registered with the Kanto Financial Bureau under registration number Kinsho 69,
and a member of Japan Securities Dealers Association, Financial Futures Association of Japan Type Il Financial Instruments Firms Association, and
Investment Management Association of Japan. Sales and purchase of equities are subject to commission pre-determined with clients plus consumption
tax. See company-specific disclosures as to any applicable disclosures required by Japanese stock exchanges, the Japanese Securities Dealers
Association or the Japanese Securities Finance Company.

Ratings, coverage universe and related definitions

Buy (B), Neutral (N), Sell (S) Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy or Sell
on an Investment List is determined by a stock’s total return potential relative to its coverage universe. Any stock not assigned as a Buy or a Sell on an
Investment List with an active rating (i.e., a stock that is not Rating Suspended, Not Rated, Early-Stage Biotech, Coverage Suspended or Not Covered), is
deemed Neutral. Each region manages Regional Conviction Lists, which are selected from Buy rated stocks on the respective region’s Investment Lists
and represent investment recommendations focused on the size of the total return potential and/or the likelihood of the realization of the return across
their respective areas of coverage. The addition or removal of stocks from such Conviction Lists are managed by the Investment Review Committee or
other designated committee in each respective region and do not represent a change in the analysts’ investment rating for such stocks.
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Total return potential represents the upside or downside differential between the current share price and the price target, including all paid or
anticipated dividends, expected during the time horizon associated with the price target. Price targets are required for all covered stocks. The total
return potential, price target and associated time horizon are stated in each report adding or reiterating an Investment List membership.

Coverage Universe: A list of all stocks in each coverage universe is available by primary analyst, stock and coverage universe at
https://www.gs.com/research/hedge.html.

Not Rated (NR). The investment rating, target price and earnings estimates (where relevant) are removed pursuant to Goldman Sachs policy when
Goldman Sachs is acting in an advisory capacity in a merger or in a strategic transaction involving this company, when there are legal, regulatory or
policy constraints due to Goldman Sachs’ involvement in a transaction, and in certain other circumstances. Early-Stage Biotech (ES). An investment
rating and a target price are not assigned pursuant to Goldman Sachs policy when this company has neither a drug, treatment or medical device that
has passed a Phase Il clinical trial nor a license to distribute a post-Phase Il drug, treatment or medical device. Rating Suspended (RS). Goldman Sachs
Research has suspended the investment rating and price target for this stock, because there is not a sufficient fundamental basis for determining an
investment rating or target price. The previous investment rating and target price, if any, are no longer in effect for this stock and should not be relied
upon. Coverage Suspended (CS). Goldman Sachs has suspended coverage of this company. Not Covered (NC). Goldman Sachs does not cover this
company.

Global product; distributing entities

Goldman Sachs Global Investment Research produces and distributes research products for clients of Goldman Sachs on a global basis. Analysts based
in Goldman Sachs offices around the world produce research on industries and companies, and research on macroeconomics, currencies, commodities
and portfolio strategy. This research is disseminated in Australia by Goldman Sachs Australia Pty Ltd (ABN 21 006 797 897); in Brazil by Goldman Sachs
do Brasil Corretora de Titulos e Valores Mobiliarios S.A.; Public Communication Channel Goldman Sachs Brazil: 0800 727 5764 and / or
contatogoldmanbrasil@gs.com. Available Weekdays (except holidays), from 9am to 6pm. Canal de Comunicagdo com o Publico Goldman Sachs Brasil:
0800 727 5764 efou contatogoldmanbrasil@gs.com. Horario de funcionamento: segunda-feira a sexta-feira (exceto feriados), das 9h as 18h; in Canada
by Goldman Sachs & Co. LLC; in Hong Kong by Goldman Sachs (Asia) L.L.C.; in India by Goldman Sachs (India) Securities Private Ltd.; in Japan by
Goldman Sachs Japan Co., Ltd.; in the Republic of Korea by Goldman Sachs (Asia) L.L.C., Seoul Branch; in New Zealand by Goldman Sachs New Zealand
Limited; in Russia by OO0 Goldman Sachs; in Singapore by Goldman Sachs (Singapore) Pte. (Company Number: 198602165W); and in the United States
of America by Goldman Sachs & Co. LLC. Goldman Sachs International has approved this research in connection with its distribution in the United
Kingdom.

Goldman Sachs International (“GSI”), authorised by the Prudential Regulation Authority (“PRA”) and regulated by the Financial Conduct Authority
(“FCA”) and the PRA, has approved this research in connection with its distribution in the United Kingdom.

European Economic Area: Goldman Sachs Bank Europe SE (“GSBE”) is a credit institution incorporated in Germany and, within the Single Supervisory
Mechanism, subject to direct prudential supervision by the European Central Bank and in other respects supervised by German Federal Financial
Supervisory Authority (Bundesanstalt fur Finanzdienstleistungsaufsicht, BaFin) and Deutsche Bundesbank and disseminates research within the
European Economic Area.

General disclosures

This research is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information that we
consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. The information, opinions, estimates and
forecasts contained herein are as of the date hereof and are subject to change without prior notification. We seek to update our research as
appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a periodic basis, the large majority
of reports are published at irregular intervals as appropriate in the analyst’s judgment.

Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have investment
banking and other business relationships with a substantial percentage of the companies covered by Global Investment Research. Goldman Sachs & Co.
LLC, the United States broker dealer, is a member of SIPC (https://www.sipc.org).

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and principal
trading desks that reflect opinions that are contrary to the opinions expressed in this research. Our asset management area, principal trading desks and
investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this research.

The analysts named in this report may have from time to time discussed with our clients, including Geldman Sachs salespersons and traders, or may
discuss in this report, trading strategies that reference catalysts or events that may have a near-term impact on the market price of the equity securities
discussed in this report, which impact may be directionally counter to the analyst’s published price target expectations for such stocks. Any such
trading strategies are distinct from and do not affect the analyst’s fundamental equity rating for such stocks, which rating reflects a stock’s return
potential relative to its coverage universe as described herein.

We and our affiliates, officers, directors, and employees will from time to time have long or short positions in, act as principal in, and buy or sell, the
securities or derivatives, if any, referred to in this research, unless otherwise prohibited by regulation or Goldman Sachs policy.

The views attributed to third party presenters at Goldman Sachs arranged conferences, including individuals from other parts of Goldman Sachs, do not
necessarily reflect those of Global Investment Research and are not an official view of Goldman Sachs.

Any third party referenced herein, including any salespeople, traders and other professionals or members of their household, may have positions in the
products mentioned that are inconsistent with the views expressed by analysts named in this report.

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal.
It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual
clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if appropriate,
seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from them may fluctuate.
Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Fluctuations in
exchange rates could have adverse effects on the value or price of, or income derived from, certain investments.

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors.
Investors should review current options and futures disclosure documents which are available from Goldman Sachs sales representatives or at

https://www.theocc.com/about/publications/character-risks.jsp and https:{/www.goldmansachs.com/disclosures/cftc_fcm_disclosures. Transaction
costs may be significant in option strategies calling for multiple purchase and sales of options such as spreads. Supporting documentation will be
supplied upon request.

Differing Levels of Service provided by Global Investment Research: The level and types of services provided to you by Goldman Sachs Global
Investment Research may vary as compared to that provided to internal and other external clients of GS, depending on various factors including your
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individual preferences as to the frequency and manner of receiving communication, your risk profile and investment focus and perspective (e.g.,
marketwide, sector specific, long term, short term), the size and scope of your overall client relationship with GS, and legal and regulatory constraints.
As an example, certain clients may request to receive notifications when research on specific securities is published, and certain clients may request
that specific data underlying analysts’ fundamental analysis available on our internal client websites be delivered to them electronically through data
feeds or otherwise. No change to an analyst’s fundamental research views (e.g., ratings, price targets, or material changes to earnings estimates for
equity securities), will be communicated to any client prior to inclusion of such information in a research report broadly disseminated through
electronic publication to our internal client websites or through other means, as necessary, to all clients who are entitled to receive such reports.

All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client websites. Not all
research content is redistributed to our clients or available to third-party aggregators, nor is Goldman Sachs responsible for the redistribution of our
research by third party aggregators. For research, models or other data related to one or more securities, markets or asset classes (including related
services) that may be available to you, please contact your GS representative or go to https://research.gs.com.

Disclosure information is also available at https://www.gs.com/research/hedge.html or from Research Compliance, 200 West Street, New York, NY
10282.

© 2026 Goldman Sachs.

You are permitted to store, display, analyze, modify, reformat, and print the information made available to you via this service only for your own use.
You may not resell or reverse engineer this information to calculate or develop any index for disclosure and/or marketing or create any other derivative
works or commercial product(s), data or offering(s) without the express written consent of Goldman Sachs. You are not permitted to publish, transmit,
or otherwise reproduce this information, in whole or in part, in any format to any third party without the express written consent of Goldman Sachs.
This foregoing restriction includes, without limitation, using, extracting, downloading or retrieving this information, in whole or in part, to train or
finetune a machine learning or artificial intelligence system, or to provide or reproduce this information, in whole or in part, as a prompt or input to any
such system.
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