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China A-Shares Monthly Wrap
June 2026: All eyes on Al

¢ Key market drivers: CSI-300/500/1000 recorded +1.8%/8.0%/4.8% 1n June,
outpertorming HSI's/HSCEI's -9.1%/-10.3%. respectively. Such a significant
contrast reflects investor confidence in China’s Al ecosystem, n particular the
infrastructure side, while taking a more cautious and selective stance in the China
internet space. Abundant liquidity onshore, as evidenced by A-share velocity
surging to over 6%, supported such style preference for growth. Offshore
investors we spoke with have increasingly been asking about the likelihood of
another round of stimulus to be announced around the July politburo meeting,
suggesting rising appetite to bottom-fish consumption proxies. That said,
feedback from local clients we spoke with suggests expectations on stimulus
remain low onshore,

» Key sector moves: IT, Materials and Financials took the lead over the past
month, while Utilities, Energy and Real Estate underpertformed (Figure 1).

» Earnings and valuation: Consensus CSI-300 2026E EPS growth stayed at
24% at end-June. On 30 June, it traded at a 14.6x FTM P/L, or ¢1.7SD vs
median since 2016, and at a 0.7x FTM PEG with FTM EPS v-v of 19.7%.
YTD, materials, IT and energy have recorded the strongest FTM EPS integer
upward revisions, while communication services, consumer staples and
utilities have recorded the biggest FTM [EPS integer downward revisions,

» Key macro data: China’s May activity data improved in certain areas, but
overall remamed soft. IP improved to 0.2% m-m sa, or 4.5% y-y. rebounding
from a sharp monthly contraction m Apnl, though the trend pace slowed further
to 1% 3m-3m saar. Retail sales softened further, falling 0.6%oya on a 0.1%m/m
sa decline. Auto retail sales plunged a further 16 4%ova. FAI contracted sharply
by 10.7%ova (vs -8.0% Apnl). dragging vtd FAI further into contraction at -
4 1%o0va vtd (vs +1.7% in 1Q). By sector, real estate FAI (-24.3%ova) fell the
most. May inflation continued the trend with CPI staying soft with PPI
continuing to be firm, at a slower pace. Al-related cost pass-through is
broadening into upstream semis and downstream electronics, adding a more
durable inflation tailwind. Meanwhile. Al-related high-tech also boosted May
exports, with a growing price lift (memory chips/modules, Al datacenter
equipment. and new energy). X reserves rose US$31.7bn to $3442 2bn.
USD/CNY largely stayed flat and ended at ¢6.79, while the 10-year CGB vield
ticked up to 1.72% at end June.

Figure 1: A-share sector returns and top/bottom stock returns (issue market cap >US$5bn)
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A-share sector returns A-ghare stock refurns HK & US liswed CN stock returns
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Equity review and YTD returns

With key China equity retum drivers summarized on the
front page, we detail below the top- and bottom-ranked
Wind A-share Level | sector returns.

Top 3 performing sectors
e IT (+20%) continued its lead on Al infrastructure
proxies in June,

e Materials (+3%) saw Al-related materials, e g, fiber
glass and MLCC materials, recording strong return,
otfset by the retreat in gold and aluminum names.

¢ Financials (-1%) saw diverging performance
between the outperforming non-bank financials,
notably brokers as a catch-up beta trade, and the
underperforming banks that suffer from penalties due
to regulatory tightening

Bottom 3 performing sectors

e Utilities (-14%) corrected on overall macro
weakness, while yield as a factor 1s also out of favor
for now.

* Energy (-12%) retreated on lower o1l price due to a
potential reopening of the Strait of Hormuz.

e Real Estate (-11%) corrected as industry data fails to
sustain strong momentum.

Figure 2: Market performance
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Source: Wind (30 Jun 2026), J P. Morgan (30 Jun 2026).

Figure 3: Wind A-share Level 2 sector indices’ MTD/YTD returns
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Source: Wind (30 Jun 2026), J P. Morgan (30 Jun 2026).
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Fund flow, margin financing, issuance

EPFR data recorded -US$0.4bn in net outtlow from A-
shares over 1-26 June 2026, led by outflows from
Industrials, Financials, and Consumer Discretionary, with
IT the only sector recording mild net intlow,

Figure 4: EPFR tracked net A-share flows
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Figure 5: Active global equity funds' China weights vs MSCI
benchmarks
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Source: EPFR, MSCI. Data as of end-May 2026.

Figure 6: Active AeJIEM equity funds’ China weights vs MSCI

benchmarks
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Source: EPFR. MSCI. Data as of end-May 2026.

The A-share margin financing balance as a percentage
of' A-share market cap edged up to 2 85% at end-June
(range of 1.8-3% since 2016), while gross margin buying
as a percentage of total A-share turnover staved around
10% (range of 5.3-12.8% since 2016).
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Figure 7: A-share margin financing
—— Margin buy as % d A-share turnover
—— Median of margin buy as % of A-share tumover
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Source: Wind (29 June 2026). J P. Morgan (29 June 2026).

A-share equity mutual fund issuance remained stable
Preliminary data recorded Rmb19bn/Rmb12bn
equity/balanced fund i1ssuance in June. while May’s final
numbers improved to Rmb26bn/Rmb36bn trom the
preliminary reading of Rm22bn/Rmb31bn.

Annual fundraising proceeds since 2016 have ranged
Rmb40bn-419bn for equity funds (median Rmb143bn)
and Rmb65bn-1.625bn for balanced funds (median
Rmb234bn).

We estimate retail/controlling & strategic shareholders/
domestic tinancial institutions/foreign investors held
43%/42%/12%/3% of A-shares” total market cap at end-
2025, based on company shareholding data and the
PBOC s statistics of foreign investors™ holdings of A-
shares, respectively.

Figure 8: Onshore mutual fund issuance
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Source: Wind (30 Jun 2026}, J P. Morgan (30 Jun 2026). Dala as of 30 Jun 2026

CSI-300 EPS revisions and valuation

Consensus CSI-300 2026E EPS growth was 24% at end-
June. On 30 June. it traded ata 14.6x FTM P/E, or
¢1.75SD vs median since 2016, and ata 0.7x FTM PEG
with FIM EPS y-y of 19.7%.
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Figure 9: CSI-300 FTM EPS revisions
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Source: Wind (30 Jun 2026), J P. Morgan (30 Jun 2026).

Figure 10: CSI-300 FTM P/E
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Figure 11: CSI-300 FTM P/E and EPS by sector
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Source: Wind (30 Jun 2026), J.P. Morgan (30 Jun 2026).

Figure 12: CSI-300 consensus P/E-EPS metrics vs. other markets
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Source: LSEG Workspace (30 Jun 2026), Wind (30 Jun 2026), J.P. Morgan (30 Jun 2026).
Note: All markets except for CSI-300 are based on MSCI market indices.
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Economic and political review

Average one-yvear CGB YTM ticked down by 1bp. and10-
yvear CGB YTM edged down 2bps. New loan creation
returned to positive Rmb320bn, but quality was weak
with most of the lift from corporate short-term loans and
bill financing. Household loans and corporate medium- to
long-term loans stayed in contraction, signaling genuine
demand weakness. Loan growth shipped to 5.5%ova. a
fresh record low; TSF softened to 7.7%..

May activity recorded another month of broad
weakness, though improved from April numbers.

Retail sales softened further, talling 0.6%ova on a
0.1%m/m sa decline. Auto retail sales plunged a further
16.4%ova (-1.1%m/m sa). Several categories recorded
sharp declines: spending on household electronics fell
15.6%o0ya (vs -15.1% April), construction and decoration
materials sales fell 13.6%, gold and silver jewelry fell
8.9%. and consumption ot o1l and related products fell
3.2%. Services spending continued to outperform:
services retail sales grew 5.4%ova ytd in May, led by
communications, software & information, leasing and
business, financial, and transport and storage services.
Online sales expanded further, with services outpacing
goods.

FAI contracted sharply by 10.7%ova (vs -8.0% April),
dragging ytd FAI further into contraction at -4.1%oya ytd
(vs +1.7% in 1Q). By sector, real estate FAI (-24.3%ova)
fell most and drove the decline, indicating a contraction
stronger than seen in 1Q. Manufacturing (-4 2%oya) and
trastructure (-9.4%) also contracted. Within manu-
facturing, investment broadlv cooled or contracted — led by
special purpose equipment, chemicals, and pharmaceuticals
— while high-tech manufacturing FAI held up better
(electrical machinery and equipment. and computers,
communications and other electronic equipment).

Industrial production improved to 4.5%ova. On a
seasonally adjusted basis. IP rose 0.2%m/m sa but
remained sott, rebounding trom a sharp monthly
contraction in April. The trend pace slowed further to

1 .0%3m/3m saar. Industrial restructuring towards high-
end manufacturing continued apace. with high-tech and
equipment manufacturing outperforming. riding on the
tech cycle upswing and policy support: growth
accelerated to 15.1%oya and 9.5%, up from 12.8% and
7.2%. respectively. Production of 3D printing equipment,
lithium-ion batteries. industrial robots and integrated
circuits increased by 54 4%._ 40.0%. 27.9%, and 22 9%,
respectively. The pace of production of computers,
communication and other electronic equipment
accelerated to 17.0%oya, up from 15.6% in April.
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On inflation. CPI inched up (.1%m/m sa, or 1.2% y-v, as
firmer communications/entertainment prices were oftset
by ongoing food-price deflation. PPI extended its upturn,
rising 0.8%m/m sa or 3.9%oya. Relative to last month,
the litt came from industrial upgrading and Al-driven
compute demand, pushing up metals. electrical
machinery and electronics prices.

Figure 13: Chinese consumer confidence and SME development
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Source: Wind (30 Jun 2026), J P. Morgan (30 Jun 2026).

Figure 14: Chinese government bond yield to maturity (CGB YTM)
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Source: Wind (30 Jun 2026), J P. Morgan (30 Jun 2026).

Figure 15; Key macro indicators

Macro indicators 2026-06F 2026-05F 2026-05 2026-04
CP1(%) 12 14 12 12
PPI (%) 42 35 39 28
Industrial produchon (%) 56 - 54 56
FAIYTD y-y (%) -7 17 -41 -16
Manufacturing FAI YTD y-y (%) 03 01 -04 12
Infrastructure FAI YTD y-y (%) 7 21 08 49
Real estate FAI YTD y-y (%) -15.0 146 162 137
Social retail sales y-y (%) 03 0.1 06 0.2
Imports y-y (%) 2.7 202 274 252
Exports y-y (%) 16.7 123 194 14.0
M2 y-y (%) 83 46 86 86
Rmb loans y-y { %) 57 55 55 56
TSF y-y (%) 78 76 77 78
Official manufacturing PMI 50.0 503 500 503

Urban survey-based unemployment rale (%) -
Source: Wind (30 Jun 2026), J P. Morgan (30 Jun 2026).
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