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Crowding and unwinding: Logic, features,
current status and outlook

The logic behind and three noteworthy features of crowding and unwinding

We view crowding as the result of asset managers' views, rather than an underlying
cause. Significant upticks in a sector or theme’s fundamentals or macro narratives
attract sustained incremental inflow from certain types of funds, and rising share prices
lead to notable excess returns on related fund products, thus attracting more investors
off the sidelines and creating a self-reinforcing positive feedback loop of crowding
(Figure 3). Reviewing the four rounds of crowding and unwinding in the A-share market
since 2013, we summarise three features: 1) Crowding typically relies on distinctive
sector and macro narratives, and tends to unwind amid substantial shifts in
fundamentals or narratives. 2) Crowding is usually driven by sustained incremental
inflow from a distinct investor base, and unwinds when this flow decelerates or reverses.
3) Historically, sector/thematic crowding typically has lasted for three years.

A-share tech crowding likely yet to peak in magnitude/duration

Amid a slow bull scenario (see H226E A-share outlook), we see growth tech style upside
in magnitude/duration: 1) The Al-driven global tech wave is still unfolding around the
globe. UBS's global equity strategy team highlights the strong profitability of global tech
giants and sees no significant deviation of their valuations from the historical average
relative to the broader market. 2) China is pursuing technological self-reliance. 3) In
terms of incremental inflow, there is sustained inflow into tech from margin financing,
ETFs and hedge funds with higher risk appetite (see Gauging market styles: Incremental
fund inflow perspective). 4) In terms of the timeline, tech growth style outperformance
since the 24 Sept 2024 policy pivot has lasted less than two years, much shorter than the
historical average duration of specific themes. 5) Mutual funds’ current overweight ratio
in the greater tech sector is also far behind that of the consumer sector in 2019.
However, the tech sector's liquidity is subject to the Fed's policy, the progress of major
global tech companies' IPOs, as well as China’s inflation and consumer recovery.

How to understand short-term trading crowdedness

We think investors can track the short-term trading crowdedness of the tech sector with
these three technical indicators: 1) the weekly turnover of the greater tech sector as a
percentage of the A-share market; 2) the greater tech sector's rolling four-week
incremental balance of margin financing; and 3) turnover of the top 1%!/5% and top 10
stocks (by turnover) as a percentage of all A-shares. In terms of the overview, in the short
term, increased trading crowdedness may cause market consolidation, although in the
medium term, the growth style outperformance trend is unchanged.

Our preferred UBS-S covered stocks exposed to technology-related themes
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Stock code Name Rating Mkt cap (Rmb  Last price  Price Target Upside Avg. daily t/o EPS EPS PE ]
100mn) (Rmb) (Rmb) (RMB 100mn) growth growth
2026E 2027E 2026E 2026E

002371.5Z NAURA Technology Buy 4,872 672.19 800.00 19% 65.22 23% 1% 71.85 11.08
300274.5Z Sungrow Buy 3,161 152.49 182.00 19% 120.66 13% 22% 20.82 5.26
68801255 AMEC Buy 2,976 319.00 403.00 26% 67.00 73% 70% 80.82 11.26
300124.5Z Inovance Buy 1,902 70.24 86.00 22% 27.66 14% 25% 32.82 478
688396.55 CR Micro Buy 953 71.75 83.40 16% 18.98 92% 54% 75.08 3.94
601231.55  Universal Scientific Buy 880 36.85 51.50 40% 20.20 19% 41% 36.40 3.96
600460.55  Silan Micro Buy 637 38.28 46.20 21% 21.05 129% 49% 69.93 5.00
603659.55  Putailai New Energy Buy 635 29.68 43.00 45% 19.92 51% 28% 17.81 2.70
002850.52  Kedali Buy 558 203.05 268.00 32% 11.91 40% 38% 22,63 3.68
002472.5Z2  Shuanghuan Buy 360 42.31 53.00 25% 10.81 16% 21% 2447 3.13

Source: Wind, UBS-S estimates. Note: Data as of 16 June 2026.

This report has been prepared by UBS Securities Asia Limited. ANALYST CERTIFICATION AND REQUIRED DISCLOSURES,
INCLUDING INFORMATION ON THE QUANTITATIVE RESEARCH REVIEW PUBLISHED BY UBS, BEGIN ON PAGE 17.
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From crowding to unwinding: What is position
crowdedness?

We view crowding as the result of asset managers expressing their views, rather than the
underlying cause. In our view, improving sector fundamentals or macro narratives,
rather than lower institutional positions, are the prerequisites for investors to favour a
sector. If a sector has strong growth prospects, the concentration of institutional
positions can rise rapidly in a short period. While extremely high or record overweight
ratios may suggest limited share price upside, that does not necessarily signify an
inflection of a sector’s short-term moves. Once fundamentals improve, sectors with
historically low institutional positions may also have strong rebounds. We think
crowdedness generally moves in tandem with sector valuation. We track domestic
mutual funds' sector allocations in the A-share market quarterly (see note).

Figure 1: Mutual fund sector weightings
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Source: Wind, UBS-S estimates

Also, UBS-S's quant research team collects data on positions and capital flow of various
domestic and overseas investors to track market participants’ allocations, crowdedness
and sector preferences. Specifically, the team estimates sector allocations of hedge
funds based on their NAV changes, tracks changes in the balances of margin financing
and securities lending to reflect the risk appetite and trading sentiment of leveraged
funds, and leverages northbound trading data to estimate daily positions of northbound
investors and calculate crowdedness scores based on mutual fund investors with global
allocations. For the latest data, please contact UBS-S's quant research team.
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Figure 2: UBS-S quant research team’s crowdedness scores across sectors
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No matter how strong a sector's fundamentals are, its earnings growth acceleration
cannot be sustained for an extended period. Sooner or later, either fundamentals or
macro narratives moderate marginally or even reverse, thus triggering the unwinding of
crowded trades. As deteriorating sector fundamentals lead to stock pullbacks, returns
and excess returns on funds and asset management products investing in such sectors
retreat sharply, resulting in stalled new fund issuance. Net capital outflow from related
sectors and themes further depresses share prices, creating a self-reinforcing negative
feedback loop. Figure 4 illustrates the process of capital crowding and unwinding.

Figure 3: Sector and thematic crowding and unwinding
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Crowding and unwinding historically: Three
noticeable features

In our Gauging market styles: Incremental fund inflow perspective note, we recapped
the investment theses of five rounds of long-lasting style shifts from the perspective of
incremental capital inflow from 2014 to date. Apart from the ongoing fifth investment
wave, the four historical rounds of market style shifts have corresponded precisely to the
four cases of crowding to unwinding.

We summarised three features from these four rounds of crowding to unwinding: 1)
Crowding typically relies on distinctive sector and macro narratives, and tends to unwind
amid substantial shifts in fundamentals or macro narratives. 2) Crowding is usually
driven by sustained incremental inflow from a distinct investor base, and unwinds when
this flow decelerates or reverses. 3) Historical sector/thematic crowding typically follows
a three-year cycle.

China Equity Strategy 17 June 2026
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Feature 1: Crowding typically relies on distinctive sector and macro
narratives, and tends to unwind amid substantial shifts in
fundamentals or macro narratives

Round 1 (2013-15): This round of crowding began with the continued upward earnings
revisions and stellar stock performance of ChiNext. The ChiNext Index gained 82.7% in
2013, while the Wind All-China A Index gained only 5.4%. Some A-share listcos deeply
rooted in Apple's supply chain led the tech sector gain, driven by earnings and
narratives. The Internet+ initiative unveiled during the Two Sessions in 2015 made
internet-related investments a trend, with earnings growth of internet-related sectors
(eg, computers and media) significantly outgrowing that of A-share non-financials.

Unwinding of this round of crowding began in mid-2015, when regulators cleared out
non-compliant leveraged funds. Meanwhile, massive private placements were
frequently in the headlines in the previously overheated market. A total of 890 listcos
announced private placement plans in 2015, and 586 of them completed private
placements, topping Rmb1,217.4bn — a record. In early 2016, regulators tightened
approval of cross-sector private placements under the guidelines of cracking down on
concept speculation and guiding capital toward the real economy. Also, the Central
Economic Work Conference at end-2015 proposed supply-side structural reform,
shifting the capital market’s focus to mid- and upstream sectors in 2016.

Round 2 (2017-19): The implementation of shantytown redevelopment and supply-
side reform helped drive a Chinese economic recovery. Disposable income of Chinese
households maintained high single-digit growth, while the wealth effect generated by
rising housing prices led to a significant and persistent improvement in China's
consumer confidence index. As a result, the consumption upgrade emerged as the core
investment theme of this phase. Within the broader consumer sector, food and
beverages and home appliances were among the most favoured segments in the capital
market. With limited further upside revisions to the marginal growth of sector
fundamentals, crowded trades briefly eased but did not unwind.

Round 3 (2019-21): China's new trio of exports — NEVs, lithium-ion batteries, and
photovoltaic products delivered sustained and rapid earnings growth. The persistently
robust fundamentals drove a structural re-rating across those sectors. However,
excessive investment at the earlier stage ultimately led to price competition, resulting in
widespread industry losses and unwinding of crowded trades.

Round 4 (2022 to before the 24 Sept 2024 policy pivot): The impact of COVID and a
prolonged property downturn have exerted deflationary pressure on China’'s economy.
Slowing household income growth and weakening expectations have weighed on
consumer confidence, driving a continued rise in precautionary savings. Meanwhile,
declining vyields on traditionally high-yielding fixed-income products have pushed
dividend/defensive styles to the center of investor focus. However, after the set of policy
stimulus measures announced on 24 Sept 2024 and with DeepSeek's emergence into
the mainstream, China's technological innovation has regained the attention of global
investors. That, along with the progress in China’s capital market reform, triggered an
unwinding of crowded dividend/defensive positions.

China Equity Strategy 17 June 2026
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Figure 4: Cumulative earnings growth of media, computer  Figure 5: China’s consumer
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Figure 6: Electrical equipment had much faster earnings Figure 7: China remained under deflationary pressure

growth than non-financial A-shares during 2019-21 between 2022-24

60.0% 5529 15.00 %

L% 10.00
42.3%

40.0%

0.00

20.0%
-5.00
10.0%
4.0%
1.8% -10.00
0.0% e
2019 2020 2021 L I
W Electrical equipment Non-financial A-shares

Source: Wind, UBS-5 estimates Source: Wind, NBS, UBS-S

Feature 2: Crowded positioning is driven by sustained incremental
inflow from a distinct investor base, and unwinds when this flow
decelerates or reverses

Round 1 (2013-15): The A-share market staged a rapid rally in 2015, mostly driven by
sharp expansion in the balance of margin financing. The A-share margin financing
balance increased a respective Rmb258bn, Rmb673.9bn and Rmb1,249.3bn in 2013,
2014, and from early in the year through 18 June 2015. From 22 Nov 2014 (the first rate
cut in this round) to 24 Oct 2015 (the final rate and RRR cuts in this round), the PBOC
delivered six interest rate cuts and five RRR cuts. Abundant liquidity was further
catalyzed by a series of landmark events, including the CNR-CSR merger, the rollout of
shantytown redevelopment and the launch of the Internet+ initiative, unveiled during
the 2015 Two Sessions. That fuelled speculative A-share sentiment during TH15. As a
result, the balance of margin financing as a share of A-share free-float market cap
reached a historical peak of 9.6% in mid-2015. Meanwhile, the share of margin trading
volume in total A-share turnover surged rapidly in TH15, at one point exceeding 40%.

Mutual funds also played a role in amplifying the rally. Supported by improving
fundamentals and an evolving industry narrative, TMT sectors, particularly computers
and media, became increasingly attractive for mutual fund allocations. Mutual funds’
overweight in computers rose rapidly, from below 2% at end-2012 to 7.6% by end-
3Q14, while their overweight in media surged from 0.1% at end-2012 to a peak of
5.8% by end-3Q13.

Along with rapid expansion in margin financing, substantial off-balance-sheet leveraged
capital entered the market, ultimately leading to stretched A-share valuations. With the
forced deleveraging of non-compliant leveraged funding, the previously crowded
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sectors unwound, triggering a broad market correction mid-year.

Round 2 (2017-19): Global investors largely drove the crowding into white horse (high-
quality growth) stocks during this phase. Following the launch of Stock Connect
programs between mainland China and Hong Kong capital markets (the Shanghai-HK
Stock Connect was launched on 17 Nov 2014 and the Shenzhen-HK Stock Connecton 5
Dec 2016), global investors gained more convenient access to mainland China’'s equity
market. On 21 June 2017, MSCI announced that A-shares would be included in its
Emerging Markets Index starting in June 2018. After its formal inclusion on 1 June 2018,
the inclusion factor for A-shares was set at 2.5%, and was subsequently raised to 5% in
Sept 2018, 10% in May 2019, 15% in Aug 2019 and ultimately 20% in Nov 2019.
According to PBOC data, foreign holdings of A-shares increased rapidly, from
Rmb0.65trn at end-2016 to Rmb2.1trn by end-2019, with their share of the total A-
share market cap rising from 1.3% to 3.6%. However, after Nov 2019, MSCI did not
further raise the inclusion factor for A-shares, and incremental net inflow from global
capital began to slow.

In addition, since 2021, rising geopolitical complexity has led to some degree of foreign
outflow. According to PBOC data, foreign ownership of A-shares declined from a peak
of 4.4% in May 2021 to a trough of 3.2% in July 2025. Importantly, while foreign-driven
crowding in white horse stocks eased, it was not a structural unwind. That is because
global investors and active mutual funds share largely the same sector and style
preferences, with net inflow of active mutual funds into white horse stocks post-2019.

Round 3 (2019-21): Active mutual funds dominated crowding into high-growth
sectors. This phase followed a textbook pattern: strong fundamental improvement in
key sectors drove a share price rally; in turn, strong mutual fund product performance
drew additional capital inflow, further pushing up stock prices and creating a self-
reinforcing positive feedback loop. Historically, active mutual fund issuance has tended
to lag their NAV performance. As high-growth sectors recorded much higher earnings
than non-financial A-shares, a rapid stock rally led to strong outperformance of funds
concentrated in these sectors, fuelling strong fund issuance. However, as
"involutionary” competition gradually spread across these sectors, companies in NEVSs,
lithium-ion batteries and photovoltaics had widespread losses. Share prices began to
decline, reversing the earlier positive feedback loop. Capital outflow, combined with a
slowdown in fund issuance, led to unwinding of crowded trades. Mutual funds’
overweight in electrical equipment declined from a peak of 10.8% in 3Q21to 1.1% in
3Q23. Meanwhile, fund issuance data also slowed sharply: from 2022 to Sept 2024,
average monthly new fund issuance was 13.7bn units, down 89% from a monthly
average of 123bn units during 2020-21.

Round 4 (2022 to before the 24 Sept 2024 policy pivot): As the A-share market had
a prolonged downturn from 2022 to 24 Sept 2024 and market liquidity weakened, mid-
to long-term capital, including insurance funds and the national team, drove crowding
into dividend/defensive styles. Facing negative carry and reinvestment risks, insurance
capital naturally favoured high-dividend equities over traditional high-yield fixed-income
assets (such as AA-rated 10-year corporate bonds and LGFV bonds), especially as bond
yields declined rapidly. We estimate insurance funds' net A-share inflow at
Rmb528.1bn/Rmb274.5bn/Rmb732.1bn in 2022/2023/2024. During periods of
irrational market declines, the A-share market required a more decisive force to stabilise
market direction and investor expectations. We estimate Central Huijin may have
purchased a total of Rmb777.5bn of A-share ETFs in 9M24, supporting the
outperformance of large-cap value stocks.

However, after the 24 Sept 2024 policy pivot, as the A-share market stabilised, market
activity picked up notably. A-shares' average daily turnover rose sharply from
Rmb1.06trn in 2024 to Rmb1.73trn in 2025, and further rose to Rmb2.65trn in 5M26.
Meanwhile, the balance of margin financing climbed from Rmb1.36trn before the 24
Sept 2024 policy pivot to Rmb2.85trn as of 12 Jun 2026, indicating a clear return of
retail participation. We estimate the monthly average A-share investor count increase at
~1.59m since the 24 Sept 2024 policy pivot, up 53% from a monthly average of 1.04m
from 2022 to Sept 2024. Capital with higher risk appetite — including margin financing,
ETFs and hedge funds — has replaced insurance funds as the main source of incremental
inflow, driving a gradual shift in market style toward growth, while dividend/defensive
styles have cooled.
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Figure 8: A-share balance of margin financing as % of free-
float market cap
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Figure 10: Mutual funds’ new issuances remained robust
during 2019-21
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Figure 12: Insurers’ investments in stocks and funds have
kept increasing
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Figure 9: Offshore investors' A-share holdings
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Figure 11: Quarterly excess returns of Wind Equity Hybrid
Fund Index relative to CSI 300 Index vs. changes in units of
active equity funds

50.0% Bn units

1500

40.0%

1000

30.0%

-\\

20.0%

500

10.0% \ -‘\

0.0% AN
’ v AV 0

-10.0% &

-20.0% 500

-30.0%

-40.0% -1000
ST LMW W RN 0®O 0 00— = NN T T W oWN 0
TERE R T RN ON T S non o oG olinital ol ool sl
5333835853020 3R55505050

w— [ xcess returns of the Wind Equity Hybrid Fund Index over CSI 300 {rolling 12 months)

Change in # of fund units (RHS, bn units)

Source: Wind, UBS-S

Figure 13: We estimate Central Huijin’s net inflow into A-
share ETFs totalled Rmb777.6bn in 9M24
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Source: Wind, UBS-S estimates. Note: Net inflow estimated based on the average
trading price of ETFs for the quarter.

Feature 3: Historical sector/thematic crowding typically follows a

three-year cycle

Analysing mutual funds’ sector allocations since 2009, the duration for sector
overweight positions to move from trough to peak generally has been around three
years, followed by gradual rotation or unwinding of the crowded trade. That aligns with
the duration of persistent incremental capital inflow identified in our previous recap.
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We attribute this phenomenon to the following drivers: 1) A sector’s high-growth cycle
typically lasts around three years. Under the guidance of national industrial policies,
capex in the sector tends to ramp up rapidly early in the cycle, significantly boosting the
fundamentals of the sector’s upstream and downstream. 2) Concentration of capital has
its limits. Excess return from a certain style or sector tends to diminish significantly once
reaching a peak. This triggers some investors to redeem funds heavily concentrated in
such stocks, with redemption pressure transmitting to stock prices, in turn triggering a
further sell-off until the crowding fully unwinds.

Figure 14: Mutual funds’ overweight/underweight ratios — periodical peaks and
time points
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Electrical equipment Machinery National defence

Telecom Computer Electronics

Source: Wind, UBS-S estimates. Note: For the telecom sector, the overweight ratio has yet to peak.

Where is this wave of tech crowding now? Is there
still room to rise?

The rally in the greater tech sector (including electronics, telecom, computers and
national defence) since 2025 has been principally driven by the rapid Al evolution
globally in recent years. Whether from a perspective of fundamentals/global industries
or in terms of incremental fund inflow, we think this wave of greater tech crowding
remains some distance away from a peak. To gain insight into this, we think it is
necessary to scan the global horizon, with tech stocks surging around the world amid
the ongoing Al boom.

From the perspective of fundamentals/global industries, UBS's global equity strategy
team believes the current Al-driven global tech wave is not at an end. In valuation terms,
the semi sector has a ~17% PE premium over the broader market globally, relatively
close to the historical average of 10%, meaning no significant overvaluation. Although
the global semi sector has been well ahead of the MSCI ACWI, this outperformance
notably has been sustained by continuous upward earnings revisions — just in the past
three months, such revisions for the semi sector have exceeded those of the MSCI ACWI
by 10ppt.
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Figure 15: Global semi PE relative to broader market Figure 16: Global semi earnings breadth/outperformance
vs. broader market
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However, In Q126, US tech giants' share prices did not have a volatile ride despite
continued substantial capex hikes. In other words, the market began to believe that
scarce computing capacity, coupled with broadening application scenarios for agentic
Al, would justify the capex. UBS’s global equity strategy team thinks the world’s 11
largest hyperscalers combined could have capex of US$874bn this year, slightly below
their operating cash flow, and their capex could rise further to US$1.04trn in 2027.
Figure 17: US tech giants' capex remains robust Figure 18: Top 8 internet companies' capex/OCF and capex-
OCF ratios
FY26 Guidance vs Top 8 Internet Capex & Op CF(US$bn) Capex / OCF (%)
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In China, tech self-reliance has become increasingly urgent, with the global geopolitical
landscape getting ever more complex. The communique of the Fourth Plenary Session of
the 20th Central Committee of the Communist Party of China, released on 23 Oct 2025,
highlighted a significant rise in the level of tech self-reliance as one of the main
objectives for economic and social development during the 15th Five-Year-Plan period.
Given the intensifying geopolitical tension in recent years, we believe China could step
up policy support for tech self-reliance in response to relevant US restrictions. In Figure
20, we summarise the central government’s messages and policies regarding tech self-
reliance YTD.

In recent years, the capital market has also strongly supported tech development. The
latest nine-point guidelines, released on 12 April 2024, explicitly call for greater
inclusiveness toward new industries, new business models and new technologies,
improved services for technological innovation and increased effort to promote the
development of new quality productive forces. On 18 June 2025, China Securities
Regulatory Commission Chairman Wu Qing stated at the Lujiazui Forum that the
demonstration effect of the STAR Market would be fully leveraged and effort would be
stepped up toroll out a “1+6" policy package to further deepen STAR Market reform. In
particular, the “1" refers to the addition of a new growth tier to the STAR Market and
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the restart of the fifth set of listing rules for companies that are yet to be profitable. More
recently, Mr. Wu indicated at the Fourth Member Representative Assembly of the Asset
Management Association of China that the professional investment research system
should be improved, with a focus on national strategies and key areas of the national
economy, and an effort should be made to greatly enhance insight into industrial and
technological development trends, strengthen the ability to support innovation in
uncharted areas, and enhance long-term investment in early-stage, hard-technology
startups.

Figure 19: Central government’s messages and policies on tech self-reliance YTD

Ding Xuexiang, member of the Standing Committee of the Political Bureau of the CPC Central
National Science and  |Committee and Director of the Central Science and Technology Commission, emphasized at the
1/26/2026|Technology Work National Science and Technology Work Conference the need to accelerate building China into a
Conference leading country in science and technology and achieve high-level self-reliance and strength in
science and technology.

The 24th Group Study | . : S
| P
session of the Political Xi linping, General Secretary of the CPC Central Committee, noted while presiding over the study

1/30/2026| session that China should cultivate and develop future industries, take the commanding heights

Bureau of the CPC ; " B e
) of science, technology and industry, as well as the initiative in development.
Central Committee

The Government Work Report made clear that China should accelerate high-level self-reliance

Government Work and strength in science and technology. By taking the historic opportunities presented by the new
3/5/2026|Report at the Two round of technological revolution and industrial transformation, China will comprehensively
Sessions enhance its independent innovation capability, and provide scientific and technological support

for high-quality development.

The National Development and Reform Commission, the National Energy Administration, the
Four Ministries and Ministry of Industry and Information Technology, and the National Data Administration jointly
Commissions formulated the Action Plan for Promoting Mutual Empowerment between Artificial Intelligence
and Energy.

4/8/2026

At the State Council Executive Meeting, Premier Li Qiang pointed out that, based on the
characteristics of future industries, China should further strengthen forward-locking planning,
intensify efforts to promote development, and firmly grasp the initiative in development. It is
State Council necessary to build a solid technological foundation, continuously increase investment in basic
Executive Meeting research, and systematically plan for breakthroughs in original and disruptive technologies. Maore
startups and unicorn enterprises should be nurtured in key sectors. Supportive policies should be
improved, the guiding role of government investment funds should be leveraged, and
mechanisms for investment growth and risks sharing should be established.

6/5/2026

Source: Government website, UBS-S

From the perspective of incremental fund inflow, margin financing, ETFs and hedge
funds remain strong in net inflow terms. Leveraged funds have proven to be one of the
major drivers of the ongoing greater tech rally. As of 12 June 2026, the balance of
margin financing for all A-shares hit Rmb2.85trn, a sharp rise of Rmb261.9bn from the
end of March; despite its rapid rise, the balance made up just 5.3% of the total A-share
free-float market cap, far below the historical peak of 9.6% in 2015. If growth-style and
tech names continue to provide excess returns, the balance of margin financing may
have further room to rise, in our view.

Aside from those leveraged funds, hedge funds have also formed a formidable force
pushing up the broader market and the greater tech sector. Since last year, new
registrations for hedge funds have grown significantly in size and number terms, with a
full-year 2025 size of Rmb487.9bn, up a sharp 241% YoY. The registration momentum
has remained strong YTD, with a YoY increase of 114% to Rmb236.3bn for 4M26,
along with a new monthly record of Rmb82.3bn since 2022 in March. Also, the strong
wealth effect in A-shares has drawn some high-net-worth investors back to the A-share
market. Since March 2025, the differences between China banks’' FX settlement and
sales stayed above US$10bn for 12 months in a row. We expect new registrations for
hedge funds to remain robust.

Meanwhile, the continuous scale-up of sector and thematic ETFs in recent years has
brought a steady stream of liquidity to sector leaders. We estimate the total size of all-A-
share sector and thematic ETFs has expanded to Rmb1.1796trn now from Rmb469.4bn
at the end of Aug 2024. Although the equity market has recently recovered and most
active mutual fund products have beaten their benchmarks, the scarring effect of the
substantial losses of many investors in active mutual funds in 2022-24 has led some of
those investors to turn to sector and thematic ETFs for more flexibility and lower fees.
We expect the expansion of China’s ETF market to continue as a medium- to long-term
trend.
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The continuing scale-up of sector and thematic ETFs may favour sector leaders, mainly as
sector and thematic ETFs feature more concentrated holdings than active mutual funds.
For example, Al ETFs track an index with 50 constituents, with the top 10 aggregating a
~60% weighting and each of the largest two in weighting terms accounting for around
10% of the NAV. On a net basis, flow from Al ETF buyers is concentrated in the relevant
sector leaders, driving up their share prices.

Figure 20: Balance of margin financing and as % of free-  Figure 21: New registrations for hedge funds in size and
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Figure 22: Sector and thematic ETFs have grown Figure 23: Various styles of broad-based ETF have had

significantly in size AUM declines of different degrees YTD
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include CSI 300, SSE 50 and CSI A500; broad-based small- and mid-cap indices
include CSI 500, CSI 1000 and CSI 2000; broad-based ChiNext and STAR-related

indexes include the ChiNext Index, STAR 50 and STAR 100.

Even if measured from 24 Sept 2024, the current round of crowding in the greater tech
sector by various types of funds has lasted less than two years. In fact, the
outperformance of tech over the broader market only began in 2025, or specifically
after June 2025. Additionally, in terms of mutual funds’ overweighting in greater tech,
the overweight ratio was 9.9% in Q126, lower than 11.6% in Q325 and far below the
historical peak of 14.1% in Q415. Also, our cross-sector research shows the mutual fund
overweight ratio for greater tech is currently well below the cyclical peaks for broad
consumer in the past (22.8% in Q310, 21.0% in Q312, 19.2% in Q114 and 18.7% in
Q219). Therefore, we still see plenty room and potential for mutual funds to add
positions in the greater tech sector.
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Figure 24: Mutual fund overweighting ratio in greater tech

sector
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Figure 25: Mutual funds overweight ratio in broad
consumer sector
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Source: Wind, UBS-S estimates. Note: The broad consumer sector consists of
agriculture, food and beverage, healthcare, home appliances, textile, light
manufacturing, social services, commercial trade, beauty treatments and
conglomerates.

What could trigger greater tech sector unwinding?

Besides the progress in Al

development and the changing prospects of

commercialisation globally, we identify other factors that could cause the current A-
share greater tech crowding to unwind: 1) the geopolitical situation in the Middle East
and its impact on global oil prices; 2) the Fed's monetary policy and its impact on global
liquidity; and 3) whether China's recovering PPl can drive a broader pickup in the

economy and consumer spending.

Since the geopolitical situation in the Middle East intensified on 28 Feb 2026, global oil
prices have fluctuated at high levels. The persistently elevated oil prices have already
been felt in recently-published US inflation data. According to data from the US Bureau
of Labor Statistics, the US CPlrose 4.2% YoY in May, not just exceeding April's 3.8% but
marking the highest level since April 2023. According to a report by Xinhua News
Agency on 15 June, US President Trump stated that a US-Iran agreement is "now

complete."

The Secretariat of Iran's Supreme National Security Council also issued a

statement officially announcing that Iran and the US have finalised the text of the
memorandum of understanding on "negotiations to end the war" and plan to sign it on
19 June. We will closely monitor changes in the international geopolitical situation and

their impact on global oil prices.

In the previous FOMC meeting in April, most participants expressed heavy concerns
about the prospects of inflation staying high for an extended period. This week (16-17
June), the Fed will convene its June rates meeting under new Chairman Kevin Warsh,
with potential rate hikes raising market concerns. Meanwhile, the notable ramp-up in
global mega-cap IPOs recently has made some investors fear liquidity could be diverted

away from the tech sector.

In China, with the economy gradually getting out of deflation, a potential consumer
recovery may also take up some funds that would otherwise flow into greater tech.
Notably, per-capita wage growth among A-share non-financials is closely linked to their
profit growth, with a correlation of 0.68 for the past 16 years. Meanwhile, A-share non-
financials' earnings growth is notably correlated with their selling expense growth. If A-
share non-financials achieve 11% earnings growth in 2026 (our base-case expectation),
it would likely drive a gradual growth pickup in wages and selling expenses, leading to a
consumer spending recovery, which may divert some funds away from the crowded

greater tech sector.
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Figure 26: A-share non-financials' profit and per-capita  Figure 27: A-share non-financials' profit and sales expense
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How to track crowdedness from a short-term
trading perspective

We think investors can track the crowdedness of the greater tech sector in short-term
trading with the following three technical indicators: 1) the weekly turnover of the
greater tech sector as a percentage of the A-share market total; 2) the greater tech
sector's rolling four-week incremental balance of margin financing; and 3) turnover of
the top 1%/5% and top 10 stocks (by turnover) as a percentage of all A-shares.

1) We examine instances since 24 Sept 2024 when the greater tech sector’s share of
total A-share turnover exceeded 38% on a weekly basis to assess whether subsequent
pullbacks from such peaks can help signal market direction. Our findings point to a
seemingly faint connection between the two. In retrospect, as illustrated in Figure 28,
green circles mark instances where the Wind All A-share Index appeared to have
reached a regional high after the greater tech sector's turnover share peaked and then
pulled back, while red circles indicate that upward market momentum remained intact.
In the week of 12 June 2026, although the greater tech sector’s share of total A-share
turnover retreated to 45.7% from 47.3% in the week of 29 May, the tech rally is still
unfolding.

Notably, after instances when the greater tech sector’s share of total A-share turnover
exceeded 38%), major A-share indices delivered positive returns, on average, over the
subsequent five to 40 trading days. Among them, the STAR 50 Index, with the largest
exposure to the tech self-reliance theme, significantly outperformed the other indices
over the subsequent 10-40 trading days, while the CSI 300 Index underperformed. In
other words, while market performance may consolidate in the near term, the medium-
term uptrend of growth remains intact.

Figure 28: Weekly turnover of greater tech sector as % of  Figure 29: Greater tech sector’s rolling four-week
A-share market and Wind All A-share Index incremental balance of margin financing
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Figure 30: Average performance of major A-share indices in 5/10/20/40 trading
days after greater tech sector's turnover as % of total A-shares exceeded 38%
from 24 Sept 2024 to date
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2) The greater tech sector’s rolling four-week incremental balance of margin financing is
another short-term technical indicator that is worthy of close attention. Our key focus is
the date when the greater tech sector’s rolling four-week incremental balance of margin
financing topped Rmb80bn. We found that from 24 Sept 2024 to date, the period when
the greater tech sector’s rolling four-week incremental balance of margin financing
surpassed Rmb80bn and the period when the greater tech sector's turnover as a
percentage of total A-shares exceeded 38% overlapped, to some degree. We consider
that an indirect indication that margin financing is an essential driver of the greater tech
rally. In addition, the ChiNext Index, which has quite high exposure to the global Al
supply chain, outperformed all the other indices in the 10-40 trading days after the
incremental balance of margin financing touched the threshold, while the CSI 300 Index
trailed at the bottom. That also demonstrates margin financing prefers tech sectors with
high growth and high beta.

Figure 31: Average performance of major A-share indices in 5/10/20/40 trading
days after greater tech sector's rolling four-week incremental balance of margin
financing exceeded Rmb80bn from 24 Sept 2024 to date
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Source: Wind, UBS-S. Notes: There are only 30 trading days since 30 April 2026, but they are counted in the 40
trading day calculation. Data as of 16 June 2026.

3) The turnover of the top 1%/5% and top 10 stocks (by turnover) as a percentage of all
A-shares represents the trading activity of the most sought-after stocks. Historically,
there were three instances when the turnover of the top 1%/5% and top 10 stocks as a
percentage of all A-shares shot up quickly: July 2015, Feb 2018 and Feb 2021. Although
this indicator had a rapid uptick recently, it remains some distance below the levels of the
previous three instances.
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Figure 32: Turnover of top 1%/5% and top 10 stocks (by turnover) as % of all A-

shares and Wind All A-share Index
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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- to a consumption-driven economy and increase the debt of
government and state-owned enterprises.
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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:/Awww.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 (hitps:/Awww.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 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; (i) 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 strate C<];y Noth\ng 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, nane 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 cansidered 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:/Awww.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 5|gmﬂcant 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 gIobaHy 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. An information, data or other content including from a third party source contained, referred to herein or
used for whatsoever purpose by UBS or a tfxwd party (“Information”), in relation to any actual or potermal ESG objective, issue or consideration is not intended to
be relied upon for ESG classification, regulatory regime or industry initiative purpcses{ "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 prowded 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:

(1) valuation or accounting purposes;
(i) 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. UBS does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm may have a
conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision.
For further information an 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://Awww.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 publlshed 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
assulmptions), 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 (“Al Tools”) in the preparation of this document. Notwithstanding any such use of Al 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;
hom{]exier 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,
tﬁsdz 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 Il 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 mai 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:
Distributed by UBS Europe SE (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce. Where an analyst of UBS Europe SE (spolka z ograniczona
odpowiedzialnoscia) Oddzial w Polsce has contributed to this document, the document is also deemed to have been prepared by UBS Europe SE (spolka z
ograniczona odpowiedzialnoscia) Oddzial w Polsce. Russia: Prepared and distributed by UBS Bank (O0Q). Should not be construed as an individual Investment
Recommendation for the purpose of the Russian Law - Federal Law #39-FZ ON THE SECURITIES MARKET Articles 6.1-6.2.Switzerland: Distributed by UBS AG to
persons who are institutional investors only. UBS AG is regulated by the Swiss Financial Market Supervisory Authority (FINMA). Italy: Prepared by UBS Europe SE
and distributed by UBS Europe SE and UBS Europe SE, Italy Branch. Where an analyst of UBS Europe SE, Italy Branch has contributed to this document, the
document is also deemed to have been prepared by UBS Europe SE, Italy Branch. France: Prepared by UBS Europe SE and distributed by UBS Europe SE and UBS
Europe SE, France Branch. Where an analyst of UBS Europe SE, France Branch has contributed to this document, the document is also deemed to have been
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
analyst of UBS Europe SE, Spain Branch has contributed to this document, the document is also deemed to have been prepared by UBS Europe SE, Spain Branch.
Sweden: Prepared by UBS Europe SE and distributed by UBS Europe SE and UBS Europe SE, Sweden Branch. Where an analyst of UBS Europe SE, Sweden Branch
has contributed to this document, the document is also deemed to have been prepared by UBS Europe SE, Sweden Branch. South Africa: Distributed by UBS
South Africa (Pty) Limited (Registration No. 1995/011140/07), an authorised user of the JSE and an authorised Financial Services Provider (FSP 7328). Saudi
Arabia: This document has been issued by UBS AG (and/or any of its subsidiaries, branches or affiliates), a public companiv} limited by shares, incorporated in
Switzerland with its registered offices at Aeschenvorstadt 1, CH-4051 Basel and Bahnhofstrasse 45, CH-8001 Zurich. This publication has been approved by UBS
Saudi Arabia (a subsi dgary of UBS AG), a Saudi closed Jomt stack company incorporated in the ngdom of Saudi Arabia under commercial register number
1010257812 having its registered office at Tatweer Towers, PO. Box 75724, Riyadh 11588, Kingdom of Saudi Arabia. UBS Saudi Arabia is authorized and
regulated by the Capital Market Authority to conduct securities business under license number 08113-37. UAE / Dubai: The information distributed by UBS AG
Dubai Branch is only intended for Professional Clients and/or Market Counterparties, as classified under the DFSA rulebook. No other person should act upon this
material/communication. The information is not for further distribution within the United Arab Emirates. UBS AG Dubai Branch is regulated by the DFSA in the
DIFC. UBS is not licensed to provide banking services in the UAE by the Central Bank of the UAE, nor is it licensed by the UAE Securities and Commodities
Authority. Israel: This Material is distributed by UBS AG, London Branch. UBS Securities Israel Ltd is a licensed Investment Marketer that is supervised by the Israel
Securities Authority (ISA). UBS AG, London Branch and its affiliates incorporated outside Israel are not licensed under the Israeli Advisory Law, UBS may engage
among others in issuance of Financial Assets or in distribution of Financial Assets of other issuers for fees or other benefits. UBS AG, London Branch and its
affiliates may prefer various Financial Assets to which they have or may have an Affiliation (as such term is defined under the Israeli Advisory Law). Nothing in this
Material should be considered as investment advice under the Israeli Advisory Law. This Material is being issued only to and/or is directed only at persons who are
Eligible Clients within the meaning of the Israeli Advisory Law, and this Material must not be furnished to, relied on or acted upon by any other persons. United
States: Distributed to US persons by either UBS Securities LLC or by UBS Financial Services Inc., subsidiaries of UBS AG; or by a group, subsidiary or affiliate of UBS
AG that is not registered as a US broker-dealer (a ‘'non-US affiliate’) to major US institutional investors only. UBS Securities LLC or UBS Financial Services Inc.
accepts responsibility for the content of a report prepared by another non-US affiliate when distributed to US persons by UBS Securities LLC or UBS Financial
Services Inc. All transactions by a US person in the securities mentioned in this report must be effected through UBS Securities LLC or UBS Financial Services Inc.,
and not through a non-US affiliate. UBS Securities LLC is not acting as a municipal advisor to any municipal entity or obligated person within the meaning of
Section 15B of the Securities Exchange Act (the “Municipal Advisor Rule”), and the opinions or views contained herein are not intended to be, and do not
constitute, advice within the meaning of the Municipal Advisor Rule. Canada: Distributed by UBS Securities Canada Inc., a registered investment dealer in Canada
and a Member-Canadian Investor Protection Fund, or by another affiliate of UBS AG that is registered to conduct business in Canada or is otherwise exempt from
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registration. Brazil: Except as otherwise specified herein, this Material is prepared by UBS BB Corretora de Cambio, Titulos e Valores Mobilidrios S.A. (UBS BB
CCTVM) to persons who are eligible investors residing in Brazil, which are considered to be Professional Investors (Investidores Profissionais), as designated by the
applicable regulation, mainly the CVM Resolution No. 30 from the 11th of May 2021 (determines the duty to verify the suitability of products, services and
transactions with regards to the client’s profile). UBS BB CCTVM is a subsidiary of UBS BB Servicos de Assessoria Financeira e Participacoes S.A. (“UBS BB). UBS BB
is an association between UBS AG and Banco do Brasil (through its subsidiary BB — Banco de Investimentos S.A.), of which UBS AG is the majority owner and
which provides investment banking services and coverage in Brazil, Argentina, Chile, Paraguay, Peru and Uruguay. UBS BB CCTVM is regulated by the Comissao
de Valores Mohiliarios (CVM) and by the Central Bank of Brazil. Ombudsman: 0800-940-0266/ https:/Avww.ubs.com/br/pt/ubsbb-investment-bank/
ombudsman.html. UBS may hold relevant financial and commercial interest in relation to the company subject to this Research report. Hong Kong: Distributed
by UBS Securities Asia Limited. Please contact local licensed persons of UBS Securities Asia Limited in respect of any matters arising from, or in connection with,
the analysis or document Singapore: Distributed by UBS Securities Pte. Ltd. [Co. Reg. No.: 198500648C] or UBS AG, Singapore Branch. Please contact UBS
Securities Pte. Ltd., an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110); or UBS AG, Slngapore Branch, an exempt financial adviser
under the S|ngapore Financial Advisers Act (Cap. 110) and a wholesale bank licensed under the Singapore Banking Act (Cap. 19) regulated by the Monetary
Authority of Singapore, in respect of any matters arising from, or in connection with, the analysis or document. The recipients of this document represent and
warrant that they are accredited and institutional investors as defined in the Securities and Futures Act (Cap. 289). Japan: Distributed by UBS Securities Japan Co.,
Ltd. to professional investors (except as otherwise permitted). Where this report has been prepared by UBS Securities Japan Co., Ltd., UBS Securities Japan Co.,
Ltd. is the author, publisher and distributor of the report. Distributed by UBS AG, Tokyo Branch to Professional Investors (except as otherwise permitted) in relation
to foreign exchange and other banking businesses when relevant. Australia: Clients of UBS AG: Distributed by UBS AG (ABN 47 088 129 613 and holder of
Australian Financial Services License No. 231087). For all other recipients: Distributed by UBS Securities Australia Ltd (ABN 62 008 586 481 and holder of
Australian Financial Services License No. 231098). This document contains general information and/or general advice only and does not constitute personal
financial product advice. As such, the Information in this document has been prepared without taking into account any investor's objectives, financial situation or
needs, and investors should, before acting on the Information, consider the appropriateness of the Information, having regard to their objectives, financial
situation and needs. If the Information contained in this document relates to the acquisition, or potential acquisition of a particular financial product by a ‘Retail’
client as defined by section 761G of the Corporations Act 2001 where a Product Disclosure Statement would be required, the retail client should obtain and
consider the Product Disclosure Statement relating to the product before making any decision about whether to acquire the product. New Zealand: Distributed
by UBS New Zealand Ltd. UBS New Zealand Ltd is not a registered bank in New Zealand. You are being provided with this publication or material because you have
indicated to UBS that you are a “wholesale client” within the meaning of clause 4 of schedule 5 of the Financial Markets Conduct Act 2013 of New Zealand
(Permitted Client). This publication or material is not intended for clients who are not Permitted Clients (non-permitted Clients). If you are a non-permitted Client
you must not rely on this publication or material. If despite this warning you nevertheless rely on this publication or material, you hereby (i) acknowledge that you
may not rely on the content of this publication or material and that any recommendations or opinions in such this pubhcatlon or material are not made or
provided to you, and (i) to the maximum extent permitted by law (a) indemnify UBS and its associates or related entities (and their respective Directors, officers,
agents and Advisors) (each a 'Relevant Person’) for any loss, damage, liability or claim any of them may incur or suffer as a result of, or in connection with, your
unauthorised reliance on this publication or material and (b) waive any rights or remedies you may have against any Relevant Person for (or in respect of) any loss,
damage, liability or claim you may incur or suffer as a result of, or in connection with, your unauthorised reliance on this publication or material. Korea:
Distributed in Korea by UBS Securities Pte. Ltd., Seoul Branch. This report may have been edited or contributed to from time to time by affiliates of UBS Securities
Pte Ltd., Seoul Branch. This material is intended for professional/institutional clients only and not for distribution to any retail clients. Malaysia: This material is
authorized to be distributed in Malaysia by UBS Securities Malaysia Sdn. Bhd (Capital Markets Services License No.: CMSL/A0063/2007). This material is intended
for professional/institutional clients only and not for distribution to any retail clients. India: Distributed by UBS Securities India Private Ltd. (Corporate Identity
Number U67120MH1996PTC097299) 2/F, 3 North Avenue, Maker Maxity, Bandra Kurla Complex, Bandra (East), Mumbai (India) 400051. Phone:
+912261556000. It provides brokerage services bearing SEBI Registration Number: INZ000259830; Merchant Banking services bearing SEBI Registration
Number: INM000013101; and Research Analyst services bearing SEBI Registration Number: INHO00001204. Name of Compliance Officer Mr. Parameshwaran
Shivaramakrishnan, Phone : +912261556151, Email : parameshwaran.s@ubs.com, Name of Grievance Officer Parameshwaran Shivaramakrishnan, Phone :
912261556151, Email: ol-ubs-sec-compliance@ubs.com Registration granted by SEBI, and certification from NISM in no way guarantee performance of the
intermediary or provide any assurance of returns to investors. UBS may have debt holdings or positions in the subject Indian company/companies. UBS may have
financial interests (e.g. loan/derivative products, rights to or interests in investments, etc.) in the subject Indian company / companies from time to time. Within the
past 12 months, UBS may have received compensation for non-investment banking securities-related services and/or non-securities services from the subject
Indian company/companies. The subject company/companies may have been a client/clients of UBS during the 12 months preceding the date of distribution of
the research report with respect to investment banking and/or non-investment banking securities-related services and/or non-securities services. With regard to
information on associates, please refer to the Annual Report at: htips:/Avww.ubs.com/global/en/about ubs/investor relations/annualreporting.html The
Research Annual Comp\lance Report for UBS Securities India Private Limited is available on www.ubs.com/ubssi under Research tab. Taiwan: Except as otherwise
specified herein, this material may not be distributed in Taiwan. Information and material on securities/instruments that are traded in a Taiwan organized
exchange is deemed to be issued and distributed by UBS Securities Pte. LTD., Taipei Branch, which is licensed and regulated by Taiwan Financial Supervisory
Commission. Save for securities/instruments that are traded in a Taiwan orgamzed exchange, this material should not constitute * recommendation” to clients or
recipients in Taiwan for the covered companies or any companies mentioned in this document. No portion of the document may be reproduced or quoted by the
press or any other person without authorisation from UBS. Indonesia: This report is being distributed by PT UBS Sekuritas Indonesia and is delivered by its
licensed employee(s), including marketing/sales person, to its client. PT UBS Sekuritas Indonesia, having its registered office at Sequis Tower Level 22 unit 22-
1,JlJend. Sudirman, kav.71, SCBD lot 118, Jakarta 12190. Indonesia, is a subsidiary company of UBS AG and licensed under Capital Market Law no. 8 year 1995,
a holder of broker-dealer and underwriter licenses issued by the Capital Market and Financial Institution Supervisory Agency (now Otoritas Jasa Keuangan/OJK).
PT UBS Sekuritas Indonesia is also a member of Indonesia Stock Exchange and supervised by Otoritas Jasa Keuangan (QJK). Neither this report nor any copy hereof
may be distributed in Indonesia or to any Indonesian citizens except in compliance with applicable Indonesian capital market laws and regulations. This report is
not an offer of securities in Indonesia and may not be distributed within the territory of the Republic of Indonesia or to Indonesian citizens in circumstance which
constitutes an offering within the meaning of Indonesian capital market laws and regulations.
The disclosures contained in research documents produced by UBS AG, London Branch or UBS Europe SE shall be governed by and construed in accordance with
English law.
UBS specifically prohibits the redistribution of this document in whole or in part without the written permission of UBS and in any event UBS accepts no liability
whatsoever for any redistribution of this document or its contents or the actions of third parties in this respect. Images may depict objects or elements that are
protected by third party copyright, trademarks and other intellectual property rights. © UBS 2026. The key symbol and UBS are among the registered and
unregwsteregtrademarks of UBS. All rights reserved.
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