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China Quant Strategy

Calm Surface, Violent Undercurrents

MSCI China’s headline realized volatility sits at the 29th percentile of its 10-year
range (17% annualized vs. 22% avg) - the index looks calm. But beneath the
surface, cross-sectional volatility has surged to the 98th percentile (16% vs.
10% avg). Individual stocks are diverging from each other at nearly the widest
spread in a decade.

This divergence of low index vol vs. extreme stock-level vol signals a collapse in
intra-stock correlation. The market appears not moving as individual stock
moves are canceling each other out, not because nothing is happening (obviously).

The return dispersion is not only extremely large but also highly asymmetric. The
distribution of stock returns in May was highly right-skewed (skewness = 2.56).
The median stock fell 3.6%, but a handful of outsized winners pulled the mean to
just-0.6%. Data on market participation and extremes breadth also show that most
stocks declined, but the winners won big (Figure 1, 3, 4).

Who are the winners? A factor perspective is through the size: large caps are
dominating. The large vs. small cap return spread was +6.1% in May, nearly the
highest level in the last two years (Figure 2).

Our Multifactor Blend benefited directly from this dispersion regime. In May, the
long book returned +3.0% while MSCI China fell 3.0%. With the shorts down
4.2%, the long/short combination delivered +7.2% on the month. With dispersion
at decade-wide levels, a handful of stocks did most of the work. On the long side
in particular, two outliers were responsible for the bulk of the alpha: Datang
International Power (+109%) and Lenovo (+105%), followed by a cluster of A-
share semis (Giga Device +51%, Suzhou TFC +49%, Montage Tech +47%).

To position for June, the Blend adds to the longs the H-shares of China
Construction Bank and ICBC, alongside several A-share regional banks and IT
supply-chain names (Suzhou Dongshan, Shengyi Tech, Shenzhen Longsys),
etc.; it cuts some consumer/internet names (JD.com, Midea, Pop Mart) and parts
ofthe commodity/cyclical bucket (Shaanxi Coal, China Hongqiao, Qinghai Salt
Lake, COSCO Shipping), etc. See inside sections for more details.
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Figure 1: MSCI China Monthly Return Distribution of May
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Figure 2: Large vs. Small Cap Return Spread
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Source: J.P. Morgan; MSCI, FactSet; Large = top 50% by free float market cap.
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Figure 3: Stocks Matching the Direction of the Market
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Figure 4: Stocks Near 52-Week Extremes
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Figure 5: Multifactor Blend: Long-Only vs. Market
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Figure 6: Multifactor Blend: Long/Short
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Table 1: Multifactor Blend: Long Positions for June

SEDOL
BD5CG58
BDBQVW1
6531827
BN4AMKV3
BAMGDS2
BZ04KX9
BP3R2D9
BP3RATY
BMGWW30
BO1B1L9
BD5CMC7
BOLMTQ3
B1G1QD8
6718976
B2Q5H56
BIWOJF2
B573021
6264048
BD5CN46
BGHHOL6
BY9D3LY
B3ZVDVO
BHWLWVA
BP3RAZ5
6218089
BSBND71
BFFJRM7
BG20N99
B1YBT08
BNHPMD5
BD761B9
BD5CF28
BL5P4J3
B29SHS5
BD76164
BD5C7Z5
BNHSQK9
BPXYTI5
BQWRIDG
BD5CLBY
BD5CP28
BD5CGD6
BD5CNJ1
BK71BV3
BFCCRO7
BT9QPWS
BHQPSY7
BP9ING5
BP3R5T6
BBOFNVS
BSD3B20
BQ3RQ45
BP3R585
BSY22K1
BZOD1S8
BMXWXT6
6099671
6340078
6913168
6081690

Company

ZHEJIANG CENTURY A(HK-C)
GIANT NETWORK A (HK-C)
GEELY AUTOMOBILE HLDGS
NEW ORIENTAL EDUCATION
TAL EDUCATION GROUP ADR
YADEA GROUP HOLDINGS
SAIC MOTOR CORP A (HK-C)
HUAYU AUTO SYS A (HK-C)
NONGFU SPRING CO H
CHINAMENGNIU DAIRY CO
YANTAI JEREH OIL A(HK-C)
CHINA CONSTRUCTION BK H
ICBCH

CHINA LIFE INSURANCE H
CHINA PACIFIC INS GRP H
CHINA CITIC BANK H

NEW CHINA LIFE INS H
CHINATAIPING INSURANCE
HITHINK ROYAL A (HK-C)
WUXI APPTEC CO H

3SBIO

SINOPHARM GROUP CO H
WUXI APPTEC A (HK-C)
SHANGHAI PHARMA A (HK-C)
LENOVO GROUP

YANGTZE OPTICAL FIBRE H
ZHONGJI INNO A(HK-C)
FOXCONN INDL A (HK-C)
SUNNY OPTICAL TECH
CAMBRICON TECH A (HK-C)
EOPTOLINK TECH A (HK-C)
SUZHOU DONGSHAN A (HK-C)
SUZHOU TFC A (HK-C)

BYD ELECTRONIC INTL
VICTORY GIANT A (HK-C)
WUS PRINTED A (HK-C)
SHENZHEN LONGSYS A(HK-C)
YUANJIE SEMICON A (HK-C)
SHENGYI ELECTS A (HK-C)
INSPUR ELECTRS A (HK-C)
TCL TECHNOLOGY A (HK-C)
WUHAN GUIDE INF A (HK-C)
ZHEJIANG DAHUA A (HK-C)
SHANGHAI BOCHU A (HK-C)
YEALINK NETWORK A (HK-C)
CONTEMPORARY H
CONTEMPORARY AMP A(HK-C)
NINGBO DEYE TECH A(HK-C)
YUTONG BUS CO A (HK-C)
CHINA GOLD INTL RES (CN)
ZUIN GOLD INTL

ZANGGE MINING A (HK-C)
ZHONGJIN GOLD A (HK-C)
SHANDONG HONGQIA A(HK-C)
CHIFENG JILONG A (HK-C)
CHINA RESOURCES MIXC
HUANENG POWER INTL H
KUNLUN ENERGY
GUANGDONG INVESTMENT
BEUING ENTERPRISES HLDG

Top Longs

Sector
Comm Svcs
Comm Svcs
Cons Disc
Cons Disc
Cons Disc
Cons Disc
Cons Disc
Cons Disc
Cons Staples
Cons Staples
Energy
Financials
Financials
Financials
Financials
Financials
Financials
Financials
Financials
Health Care
Health Care
Health Care
Health Care
Health Care

Industrials
Industrials
Industrials
Industrials
Materials
Materials
Materials
Materials
Materials
Materials
Real Estate
Utilities
Utilities
Utilities
Utilities

Rank

Source: J.P. Morgan; MSCI, FactSet, I/B/E/S, Bloomberg Finance L.P.; As of May 31

1MReturn
-7.7%
-19.8%
-17.9%
-12.3%
-12.7%
-6.4%
-9.7%
-9.6%
-6.1%
-2.3%
3.5%
-3.3%
-3.0%
0.9%
-7.7%
-8.6%
-5.4%
-10.9%
-2.1%
-3.0%
-20.1%
-8.4%
-4.9%
-2.6%
105.4%
14.1%
36.7%
17.9%
31.5%
16.0%
35.7%
15.2%
49.5%
10.2%
13.3%
30.6%
38.8%
5.6%
27.2%
-6.4%
1.2%
-12.4%
-7.0%
16.0%
3.5%
22.4%
-1.8%
9.7%
-2.3%
-9.3%
-14.0%
-12.7%
-12.8%
-13.8%
-10.5%
-11.2%
16.3%
-5.1%
2.0%
-0.6%

J.PMorgan

Table 2: Multifactor Blend: Short Positions for June

SEDOL
BD5CN13
BGIW376
BPGFB33
BMW5MO0
BILFLB4
BP3R477
BD5CQP8
BD5CPF1
BP3R5Q3
BP3R5S5
BP3R682
BD5CKB2
BD8PJ9
BZOD003
BD6QTVE
BK96BFO
BFBAKNS
BYYFJ78
BP3R6Z9
BFYOKS5
BK94886
BD5CNY6
BLFJ7Y1
BP3R7Z6
BDSLWT1
BL61WDO
BMXTWX4
BD5CJY8
BD5CDB3
BS5YNY7
B28XTR4
BMDJ6Q5
BNR4NR3
BP3R3RO
BD5M1Y2
BP3RCK6
BK4XS11
BNHPM68
BNRLFTO
BD5CMT4
BD5CM72
BP3R6CE
BNHPNF4
BMVB500
BK4PZC7
BP3R518
BNHPGJ9
BP3RAGE
BP3R5X0
BP3R6GO
BP3RAKO
BP3R488
BP3R5DO
BFBAKH2
BFYQHS5
BD5LS71
BD5CPWS
BP91P36
BP3RILG
BP3R1P4

Company

KUNLUN TECH CO A (HK-C)
MEITUAN B

XPENG (HK)

LIAUTO (HK)

BAIC BLUEPARK A (HK-C)
GUANGZHOU AUTO A (HK-C)
CCOOP GROUP A (HK-C)
JIANGSU YANGHE A (HK-C)
YONGHUI SUPERST A (HK-C)
YANKUANG ENERGY A (HK-C)
SHANXI LUAN ENV A (HK-C)
SHANXI COKING A(HK-C)
BANK OF SHANGHAI A(HK-C)
ORIENT SEC CO A (HK-C)
CNPC CAPITAL A (HK-C)
CHINA ZHESHANG A (HK-C)
ZHESHANG SEC A (HK-C)
SDIC CAPITAL CO A (HK-C)
SOOCHOW SEC A (HK-C)
CAITONG SEC A (HK-C)
TIANFENG SEC A(HK-C)
GUOYUAN SEC CO A (HK-C)
AKESO (CN)

ZHANGZHOU PIENTZ A(HK-C)
HEBEI CHANGSHAN A (HK-C)
CSPC INNOVATION A (HK-C)
BEIING WANTAI A (HK-C)
CHONGQING ZHIFEI A(HK-C)
CHANGCHUN HIGH A (HK-C)
HORIZON ROBOTICS B

GCL TECHNOLOGY HOLDINGS
PONY Al

NATIONAL SILICON A(HK-C)
SANAN OPTOELEC A (HK-C)
ZHEJIANG JINGSH A (HK-C)
TONGWEI CO A (HK-C)
MAXSCEND A (HK-C)

JINKO SOLAR A (HK-C)
XINJIANG DAQO A (HK-C)
TCL ZHONGHUAN A (HK-C)
GUANGZHOU HAIGE A (HK-C)
YONYOU NETWORK A (HK-C)
EVERDISPLAY OPTR A(HK-C)
JASOLAR TECH A (HK-C)
WINGTECH TECH A (HK-C)
AECC AVIATION A (HK-C)
ROBOTECHNIK INT A (HK-C)
AIR CHINA A (HK-C)

CHINA EAST AIR A (HK-C)
CHINA STH AIRL A (HK-C)
METALLURGICAL A (HK-C)
INNER MONGOL BAO A(HK-C)
SHANDONG GOLD A (HK-C)
BAIYIN NONFER A (HK-C)
HOSHINE SILICON A (HK-C)
LB GROUP CO A (HK-C)
CHINA VANKE CO A (HK-C)
CHINA THREE GOR A (HK-C)
SHANGHAI ELECT A (HK-C)
WINTIME ENERGY A (HK-C)

Top Shorts

Sector
Comm Svcs
Cons Disc
Cons Disc
Cons Disc
Cons Disc
Cons Disc
Cons Disc
Cons Staples
Cons Staples
Energy
Energy
Energy
Financials
Financials
Financials
Financials
Financials
Financials
Financials
Financials
Financials
Financials
Health Care
Health Care
Health Care
Health Care
Health Care
Health Care
Health Care

Industrials
Industrials
Industrials
Industrials
Industrials
Industrials
Materials
Materials
Materials
Materials
Materials
Real Estate
Utilities
Utilities
Utilities

Rank
16
13
33
42
47
11
15
12

54
46
40
59
48
29
60
26
52
56
43
35
30
49
51

38

36
58

8
32
19
25
57

7
21
10
18

5
37
23
22
31
20
53
24
28
27
55
44
41
50
14

6
34

3
17
45
39

Source: J.P. Morgan; MSCI, FactSet, I/B/E/S, Bloomberg Finance L.P.; As of May 31

1M Return
-9.2%
-11.8%
4.6%
-14.4%
-13.2%
-12.8%
0.4%
-6.9%
-2.7%
-3.7%
0.0%
-2.3%
-2.8%
0.6%
-16.6%
2.0%
-3.2%
-3.1%
-1.5%
-4.2%
-5.5%
-2.1%
-13.1%
-9.7%
0.7%
-11.0%
-11.0%
-9.4%
-12.4%
-27.1%
-7.8%
6.5%
35.7%
15.5%
20.7%
-14.2%
9.6%
-11.0%
-11.7%
13.7%
-0.3%
-10.4%
5.0%
-15.4%
-25.8%
-9.4%
33.9%
2.2%
2.6%
2.5%
-2.5%
-11.8%
-15.2%
-17.0%
-13.8%
-14.6%
-8.3%
2.9%
32.3%
3.8%
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perform such diligence through corporate engagements such as site visits, discussions with company representatives, management presentations,
etc. Research issued by JPMSAL has been prepared in accordance with J.P. Morgan Australia’s Research Independence Policy which can be
found at the following link: J.P. Morgan Australia - Research Independence Policy .

Brazil: Banco J.P. Morgan S.A. is regulated by the Comissao de Valores Mobiliarios (CVM) and by the Central Bank of Brazil. Ombudsman
J.P. Morgan: 0800-7700847 / 0800-7700810 (For Hearing Impaired) / ouvidoria.jp.morgan@jpmchase.com.

Canada: J.P. Morgan Securities Canada Inc. is a registered investment dealer, regulated by the Canadian Investment Regulatory Organization
and the Ontario Securities Commission and is the participating member on Canadian exchanges. This material is distributed in Canada by or on
behalf of J.P.Morgan Securities Canada Inc.

Chile: Inversiones J.P. Morgan Limitada is an unregulated entity incorporated in Chile.

China: J.P. Morgan Securities (China) Company Limited has been approved by CSRC to conduct the securities investment consultancy
business.

Colombia: Banco J.P. Morgan Colombia S.A. is supervised by the Superintendencia Financiera de Colombia (SFC). Any reference in this
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Dubai International Financial Centre (DIFC): JPMorgan Chase Bank, N.A., Dubai Branch is regulated by the Dubai Financial Services
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Taiwan: J.P. Morgan Securities (Taiwan) Limited is a participant of the Taiwan Stock Exchange (company-type) and regulated by the Taiwan
Securities and Futures Bureau. Material relating to equity securities is issued and distributed in Taiwan by J.P. Morgan Securities (Taiwan)
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General: Additional information is available upon request. The information in this material has been obtained from sources believed to be
reliable. While all reasonable care has been taken to ensure that the facts stated in this material are accurate and that the forecasts, opinions and
expectations contained herein are fair and reasonable, JPMorgan Chase & Co. or its affiliates and/or subsidiaries (collectively J.P. Morgan) make
no representations or warranties whatsoever to the completeness or accuracy of the material provided, except with respect to any disclosures
relative to J.P. Morgan and the Research Analyst's involvement with the issuer that is the subject of the material. Accordingly, no reliance should
be placed on the accuracy, fairness or completeness of the information contained in this material. There may be certain discrepancies with data
and/or limited content in this material as a result of calculations, adjustments, translations to different languages, and/or local regulatory
restrictions, as applicable. These discrepancies should not impact the overall investment analysis, views and/or recommendations of the subject
company(ies) that may be discussed in the material. Artificial intelligence tools may have been used in the preparation of this material, including
assisting in data analysis, pattern recognition, and content drafting for research material. J.P. Morgan accepts no liability whatsoever for any loss
arising from any use of this material or its contents, and neither J.P. Morgan nor any of its respective directors, officers or employees, shall be in
any way responsible for the contents hereof, apart from the liabilities and responsibilities that may be imposed on them by the relevant
regulatory authority in the jurisdiction in question, or the regulatory regime thereunder. Opinions, forecasts or projections contained in this
material represent J.P. Morgan's current opinions or judgment as of the date of the material only and are therefore subject to change without
notice. Periodic updates may be provided on companies/industries based on company-specific developments or announcements, market
conditions or any other publicly available information. There can be no assurance that future results or events will be consistent with any such
opinions, forecasts or projections, which represent only one possible outcome. Furthermore, such opinions, forecasts or projections are subject
to certain risks, uncertainties and assumptions that have not been verified, and future actual results or events could differ materially. The value
of, or income from, any investments referred to in this material may fluctuate and/or be affected by changes in exchange rates. All pricing is
indicative as of the close of market for the securities discussed, unless otherwise stated. Past performance is not indicative of future results.
Accordingly, investors may receive back less than originally invested. This material is not intended as an offer or solicitation for the purchase or
sale of any financial instrument. The opinions and recommendations herein do not take into account individual client circumstances, objectives,
or needs and are not intended as recommendations of particular securities, financial instruments or strategies to particular clients. This material
may include views on structured securities, options, futures and other derivatives. These are complex instruments, may involve a high degree of
risk and may be appropriate investments only for sophisticated investors who are capable of understanding and assuming the risks involved. The
recipients of this material must make their own independent decisions regarding any securities or financial instruments mentioned herein and
should seek advice from such independent financial, legal, tax or other adviser as they deem necessary. J.P. Morgan may trade as a principal on
the basis of the Research Analysts’ views and research, and it may also engage in transactions for its own account or for its clients’ accounts in a
manner inconsistent with the views taken in this material, and J.P. Morgan is under no obligation to ensure that such other communication is
brought to the attention of any recipient of this material. Others within J.P. Morgan, including Strategists, Sales staff and other Research
Analysts, may take views that are inconsistent with those taken in this material. Employees of J.P. Morgan not involved in the preparation of this
material may have investments in the securities (or derivatives of such securities) mentioned in this material and may trade them in ways
different from those discussed in this material. This material is not an advertisement for or marketing of any issuer, its products or services, or its
securities in any jurisdiction.

Confidentiality and Security Notice: This transmission may contain information that is privileged, confidential, legally privileged, and/or
exempt from disclosure under applicable law. If you are not the intended recipient, you are hereby notified that any disclosure, copying,
distribution, or use of the information contained herein (including any reliance thereon) is STRICTLY PROHIBITED. Although this
transmission and any attachments are believed to be free of any virus or other defect that might affect any computer system into which it is
received and opened, it is the responsibility of the recipient to ensure that it is virus free and no responsibility is accepted by JPMorgan Chase &
Co., its subsidiaries and affiliates, as applicable, for any loss or damage arising in any way from its use. If you received this transmission in
error, please immediately contact the sender and destroy the material in its entirety, whether in electronic or hard copy format. This message is
subject to electronic monitoring: https:/www.jpmorgan.com/disclosures/email

MSCI: Certain information herein (“Information”) is reproduced by permission of MSCI Inc., its affiliates and information providers (“MSCI”)
©2026. No reproduction or dissemination of the Information is permitted without an appropriate license. MSCI MAKES NO EXPRESS OR
IMPLIED WARRANTIES (INCLUDING MERCHANTABILITY OR FITNESS) AS TO THE INFORMATION AND DISCLAIMS ALL
LIABILITY TO THE EXTENT PERMITTED BY LAW. No Information constitutes investment advice, except for any applicable Information
from MSCI ESG Research. Subject also to msci.com/disclaimer

Sustainalytics: Certain information, data, analyses and opinions contained herein are reproduced by permission of Sustainalytics and: (1)
includes the proprietary information of Sustainalytics; (2) may not be copied or redistributed except as specifically authorized; (3) do not
constitute investment advice nor an endorsement of any product or project; (4) are provided solely for informational purposes; and (5) are not
warranted to be complete, accurate or timely. Sustainalytics is not responsible for any trading decisions, damages or other losses related to it or
its use. The use of the data is subject to conditions available at https://www.sustainalytics.com/legal-disclaimers. ©2026 Sustainalytics. All
Rights Reserved.

"Other Disclosures" last revised May 16, 2026.

Copyright 2026 JPMorgan Chase & Co. All rights reserved. This material or any portion hereof may not be reprinted, sold or
redistributed without the written consent of J.P. Morgan. It is strictly prohibited to use or share without prior written consent from J.P.
Morgan any research material received from J.P. Morgan or an authorized third-party (“J.P. Morgan Data”) in any third-party
artificial intelligence (“AI”) systems or models when such J.P. Morgan Data is accessible by a third-party.
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