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The Al divide: growth vs disruption

Global Equity Strategy

¢ The Al debate this year has shifted to assessing the trade-off
between growth opportunities and disruption

+ We attempt to quantify the share of revenue that either
henefits or is disruoted by Al across markets and sectors

+ Korea, Taiwan, mainiand China, and the US are net Al winners;
India is more exposed to Al disruption, potentially Europe too

One of the major structural debates for equity markets this year is the extent to which Al
will reshape the split between growth and disruption. That comes down to revenue mix —
which markets have greater exposure to Al-driven growth and which are more exposed to
displacement. Recent advances in generative Al have sharpened the focus on
displacement risks, in particular, with increasing concems about the number of tasks and
jobs that could uitimately be automated.

We attempt to quantify this split on a bottom-up basis using FactSet's RBICS revenue
exposure framework. The dataset estirr:at2s how much of a company's revenue is linked
to nearly 2,000 business lines. Tc identify which of those lines could benefit from Al, we
use our own GPT-5 Al inodel to review each RBICS business line description and assign
a probability that it is tied to Al semiconductors, Al infrastructure, Al models, digital Al
aprilications, physical Al applications, or Al-related commodities. On that basis, we identify
300 business lines as Al-related, giving us a measure of companies' uncerlying Al
exposure. To identify revenue lines at risk of displacement from Al we use the same
approach across the ¢2,000 categories and assign a score from 0-100 based on the
likelihood of disruption, along with a supporting rationale.

In our analysis, we distinguish between a moderate and a large Al disruption scenario. In
the moderate scenario, we focus only on revenue categories where our model assigns a
high probability of disruption. These are concentrated in SaaS. consultancy, business
process outsourcing, and media services. In the large disruption scenario, we expand the
scope to include categories where the model assigns a more balanced probability of
disruption. This brings in areas such as financial services, advisory, brokerage and
insurance, as well as healthcare software and services.

Under the moderate disruption scenario, Taiwan (53%), Korea (33%), Hong Kong (16%),
mainland China (14%), and the US (15%) have the highest share of net Al-enabled
revenue. In contrast. India stands out with the highest share of net Al-disrupted revenue
at 7%. Under the large disruption scenario, where financials are more exposed. risks shift
toward Europe. Austria (-30%), Spain (-20%), Ireland (-20%), and France (-11%%) stand
out as markets where the net share of revenue at risk of disruption is relatively high. With
so much uncertainty about the pace of development in Al over the next few years, we
believe markets with low overall net Al exposure (both Al-enabled and Al-displacement)
are attractive hedges to the theme — this includes markets such as LatAm and CEE and
sectors such as Energy, Materials, and Utilities.
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1. Global markets net Al beneficiary/disruption revenue exposure — Moderate Al disruption scenario
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2. Global markets net Al beneficiary/disruption revenue exposure - Large Al disruption scenario
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3. Global industry group net Al beneficiary/disruption revenue exposure — Moderate Al

disruption scenario
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4. Global markets net Al beneficiary/disruption reveniiz exposure — Large Al disruption

scenario
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the potential return, which equals the percentage difference between the current share price and the target price, including the
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Rating distribution for long-term investment opportunities
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http.//vww.hsbcnet.com/gbm/financial-requlation/investment-recommendations-disclosures.

To view a list of all the independent fundamental ratings/recommendations disseminated by HSBC during the preceding 12-month
period, and the location where we publish our quarterly distribution of non-fundamental recommendations (applicable to Fixed
Income and Currencies research only), please use the following links to access the disclosure page:
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All other clients: www.research.hsbc.com/A/Disclosures

HSBC and its affiliates will from time to time sell to and buv from customers the securities/instruments, both equity and debt
(including derivatives) of companies covered in HSBC Research on a principal or agency basis or act as a market maker or
liquidity provider in the securities/instruments mer:tioned in this report.

Analysts, economists, and strategists are paid in part by reference to the profitability of HSBC which includes invesiriient banking,
sales & trading, and principal irading revenues.

Whether, or in what time frame, an update of this analysis will be published is not determirac in advance.

Non-U.S. analysts may not be associated persons of HSBC Securities (LJS&) inc, and therefore may not be subject to FINRA
Rule 2241 or FINRA Rule 2242 restrictions on communications with the subject company, public appearances and trading
securities held by the analysts.

Economic sanctions laws imposed by certain jurisdictions such as the US, the EU, the UK, and others, may prohibit persons
subject to those laws from making certain types of investments, including by transacting or dealing in securities of particular
issuers, sectors, or regions. This report does not constitute advice in relation to any such laws and should not be construed as an
inducement to transact in securities in breach of such laws.

For disclosures in respect of any company mentioned in this report, please see the most recently published report on that company
available at www.hsbcnet.com/research. HSBC Private Bank clients should contact their Relationship Manager for queries
regarding other research reports. In order to find out more about the proprietary models used to produce this report, please contact
the authoring analyst.
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payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the
price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument,
and/or (iii) measuring the performance of a financial instrument or of an investment fund.



4 Hsac

Equity Strategy e Global

4 May 202€
Production & distribution disclosures
1. This report was produced and signed off by the author on 01 May 2026 10:57 GMT.
2. In order to see when this report was first disseminated please see the disclosure page available at
https:/imwww.research.hsbc.com/R/34/IfdlsDP
O ¥0




A4 Equity Strategy ® Global
‘A} HSBC 4 May 202€

Disclaimer

Legal entities as at 7 December 2024: Issuer of report

HSBC Bank plc; HSBC Continental Europe; HSBC Continental Europe SA, Germany; HSBC Bank Middle East Limited, DIFC; | HSBC Securities (USA) Inc.
HSBC Bank Middle East Limited, UAE branch; HSBC Yatirim Menkul Degerler AS, | bul; The Hongkong and Shanghai | 66 Hudson Boulevard
Banking Corporation Limited, Hong Kong; The Hongkong and Shanghai Banking Corporation Limited, Singapore Branch; | New York, NY 10001, USA

The Hongkong and Shanghai Banking Corporation Limited, Seoul Securities B h; The Hongkong and Shanghai Banking | Telephone: +1 212 525 5000
Corporation Limited, Seoul Branch; HSBC Qianhai Securities Limited; HSBC Securities (Taiwan) Corporation Limited; HSBC | Fax: +1 212 525 0354

Securities and Capital Markets (India) Private Limited, Mumbai; HSBC Bank Australia Limited; HSBC Securities (USA) Inc., | Website: www.research.hsbc.com

New York; HSBC México, SA, Institucion de Banca Multiple, Grupo Financiero HSBC; Banco HSBC SA

This material was prepared and is being distributed by HSBC Securities (USA) Inc., ("HSI") a member of the HSBC Group, the NY SE and FINRA. This material is for the information of clients of
HSI and is not for publication to other persons, whether through the press or by other means. It is based on information from sources, which HSI believes to be reliable but it is not guaranteed as
to the accuracy or completeness. This material is not, and should not be construed as, an offer or the solicitation of an offer to buy or sell any securities. The information contained herein is under
no circumstances to be construed as investment advice and is not tailored to the needs of the recipient. The opinions contained within the report are based upon publicly available information at
the time of publication and are subject to change without notice. From time to time research analysts conduct site visits of covered issuers. HSBC policies prohibit research analysts from accepting
payment or reimbursement for travel expenses from the issuer for such visits. HSI and/or its affiliated companies will buy or sell from customers on a principal basis the securities of the issuer(s)
whose securities are recommended in this report. Employees of HSI and its affiliates not involved in the preparation of this report may have positions in the securities mentioned in this report and
may from time to time add or dispose of any such securities in a manner different than discussed in this report. Past performance is not necessarily a guide to future performance. The value of
any investment or income may go down as well as up and you may not get back the full amount invested. Where an investment is denominated in a currency other than the local currency of the
recipient of the research report, changes in the exchange rates may have an adverse effect on the value, price or income of that investment. In case of investments for which there is no recognised
market it may be difficult for investors to sell their investments or to obtain reliable information about its value or the extent of the risk to which it is exposed. The document is intended to be
distributed in its entirety. Unless governing law permits otherwise, you must contact a HSBC Group member in your home jurisdiction if you wish to use HSBC Group services in effecting a
transaction in any investment mentioned in this document.

In the UK, this publication is distributed by HSBC Bank plc for the information of its Clients (as defined in the Rules of FCA) and those of its affiliates only. Nothing herein excludes or restricts any
duty or liability to a customer which HSBC Bank plc has under the Financial Services and Markets Act 2000 or under the Rules of FCA and PRA. A recipient who chooses to deal with any person
who is not a representative of HSBC Bank plc in the UK will not enjoy the protections afforded by the UK regulatory regime. HSBC Bank plc is regulated by the Financial Conduct Authority and the
Prudential Regulation Authority. If this research is received by a customer of an affiliate of HSBC, its provision to the recipient is subject to the terms of business in place between the recipient and
such affiliate.

In the European Economic Area, this publication has been distributed by HERBC Continental Europe or by such other HSBC affiliate from which the recipient receives relevant services.

In Hong Kong, this document has been distributed by The Hongh-ing and Shanghai Banking Corporation Limited in the conduct of its Hong Kong regulated business for the infirmation of its
institutional and professional customers; it is not inter«led for and should not be distributed to retail customers in Hong Kong, unless permitted otherwise. The Hongikeng 2i:d Shanghai Banking
Corporation Limited makes no representaticns thai the products or services mentioned in this document are available to persons in Hong Kong or are necescatily suitaole for any particular person
or appropriate in accordance with iccal law. All inquiries by such recipients must be directed to The Hongkong and Shanghai Banking Corporation Limiied'. In Korea, this publication is distributed
by either The Hongkong and Snanghai Banking Corporation Limited, Seoul Securities Branch ("HBAP SLS") or The Hongkong and Shangrai Benking Corporation Limited, Seoul Branch ("HBAP
SEL") for the genera! information of professional investors specified in Article 9 of the Financial Investment Services and Capitai Ma:kets Act ("FSCMA"). This publication is not a prospectus as
defirec in the FSCMA. It may not be further distributed in whole or in part for any purpose. Both HBAP SLS and HBAP SEL are regulated by the Financial Services Commission and the Financial
Sureivisory Service of Korea. In Singapore, this publication is distributed by The Hongkong and Shanghai Bank:ng Corporation Limited, Singapore Branch for the general information of institutional
investors or other persons specified in Sections 274 and 304 of the Securities and Futures Act (Chapter 259) ("SFA") and accredited investors and other persons in accordance with the conditions
specified in Sections 275 and 305 of the SFA. Only Economics or Currencies reports are intended for distribution to a person who is not an Accredited Investor, Expert Investor or Institutional
Investor as defined in SFA. The Hongkong and Shanghai Banking Corporation Limited, Singapore Branch accepts legal responsibility for the contents of reports. This publication is not a prospectus
as defined in the SFA. It may not be further distributed in whole or in part for any purpose. The Hongkong and Shanghai Banking Corporation Limited Singapore Branch is regulated by the Monetary
Authority of Singapore. Recipients in Singapore should contact a "Hongkong and Shanghai Banking Corporation Limited, Singapore Branch" representative in respect of any matters arising from,
or in connection with this report. Please refer to The Hongkong and Shanghai Banking Corporation Limited Singapore Branch's website at www.business.hsbc.com.sg for contact details. In
Australia, this publication has been distributed by The Hongkong and Shanghai Banking Corporation Limited (ABN 65 117 925 970, AFSL 301737) for the general information of its "wholesale"
customers (as defined in the Corporations Act 2001). Where distributed to retail customers, this research is distributed by HSBC Bank Australia Limited (ABN 48 006 434 162, AFSL No. 232595).
These respective entities make no representations that the products or services mentioned in this document are available to persons in Australia or are necessarily suitable for any particular
person or appropriate in accordance with local law. No consideration has been given {o the particular investment objectives, financial situation or particular needs of any recipient.

HSBC México, S.A., Institucion de Banca Muiltiple, Grupo Financiero HSBC is authorized and regulated by Secretaria de Hacienda y Crédito Publico and Comisién Nacional Bancaria y de Valores
(CNBV). In Brazil, this document has been distributed by Banco HSBC SA ("HSBC Brazil"), and/or its affiliates. As required by Resolution No. 20/2021 of the Securities and Exchange Commission
of Brazil (Comissao de Valores Mobilidrios), potential conflicts of interest concemning (i) HSBC Brazil and/or its affiliates; and (ii) the analyst(s) responsible for authoring this report are stated on
the chart above labelled "HSBC & Analyst Disclosures".

If you are a customer of HSBC International Wealth & Premier Banking ("IWPB"), including HSBC Private Bank, you are eligible to receive this publication only if: (i) you have been approved to
receive relevant research publications by an applicable HSBC legal entity; (ii) you have agreed to the applicable HSBC entity's terms and conditions and/or customer declaration for accessing
research; and (iii) you have agreed to the terms and conditions of any other internet banking, online banking, mobile banking and/or investment services offered by that HSBC entity, through which
you will access research publications (collectively with (i), the "Terms"). If you do not meet the above eligibility require ments, please disregard this publication and, if you are a IWPB customer,
please notify your Relationship Manager or call the relevant customer hotline. Distribution of this publication is the sole responsibility of the HSBC entity with whom you have agreed the Terms.
Receipt of research publications is strictly subject to the Terms and any other conditions or disclaimers applicable to the provision of the publications that may be advised by IWPB.

© Copyright 2026, HSBC Securities (USA) inc., ALL RIGHTS RESERVED. No part of this publication may be reproduced, stored in a retrieval system, or transmitted, on any form or by any means,
electronic, mechanical, photocopying, recording, or otherwise, without the prior written permission of HSBC Securities (USA) Inc.

[1278503]



