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China Al is officially on our radar. We are looking at an unprecedented
alignment of massive state backing, surging global demand, and a
structural capital rotation that makes China Al one of the most
compelling growth story in tech today. We like buying our GS China Al
Value Chain (GSXACART) basket, which consists of the whole China Al
value chain across Power, Semis, Al Infra, Al Models & Al Applications.
We share three key points:
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e Market Cap to Market Opportunity: Since the end of 2022, $34T of
market cap has been created in Al related stocks, and China’s contribution
has been small. The market cap to market opportunity is exciting in China.
China has just over~$4T in Al market cap and this number is too low relative
to the advantages they have. China is an integral part of the global Al
universe, accounting for 10%/16% of Al-related market cap/revenue
worldwide, but is significantly under-owned by global mutual fund managers
who allocated only 1.2% of their global Tech exposures to China as of
January 2026.
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o Chinese chipmaker, CXMT, gets Shanghai Bourse’s approval for IPO: For
full-year 2026, CXMT’s revenue could exceed $50 billion. If achieved,
this would suggest the company has more than doubled revenue every
year since 2023, and more than 6x its revenue in 2026 year over year
basis, with its earnings trajectory accelerating meaningfully as both
scale and profitability improve (China’s CXMT Is Set to Challenge DRAM
Incumbents).
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e Chinese Specific Advantages Underappreciated by Equity Market: The
core of China's overarching policy objective of enhancing national security is
being technology self-sufficient. China has its competitive and comparative
advantages in the global Al supply chain, notably the Infra, Power, and Semi
segments that are underappreciated. China Al is not a bubble: GIR estimates
that the potential economic benefits from Al via efficiency gains and new
profit creation could be 50% to 100% higher than what is currently
discounted in Al equity prices.
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e China Al is outperforming other China related exposures, and we are
seeing signs of allocation shifts, but still has lagged US Al materially.
We are seeing a structural shift in the domestic landscape for Chinese
hardware sectors & believe this current rally is structural rather than
transitory, supported by several catalysts such as:
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 China Chip Exports Surging: China's chip sales rose 111% YoY in May, with
overall exports up 19.4% YoY — the strongest in three months — driven by Al
hardware demand.
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' China $295B Al Data Center Plan: Beijing is reportedly preparing a ~2 trillion
yuan ($295B) five-year plan to build a nationwide network of Al data centers,
according to news reports. This is a direct demand driver for domestic
memory and semiconductor equipment names.
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' China Index Rebalancing: China's major stock exchanges are overhauling
their benchmark indices to add domestic Al and semiconductor companies.
The index adjustments highlight China's accelerated push for self-reliance in
advanced computing and redirect passive global capital toward the country's
strategic technological priorities.
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Dominant Market Share: Chinese chipmaker Yangtze Memory Technologies
Co. has surged to tie for fourth place in the global NAND flash memory
market, with its first-quarter revenue soaring nearly 445%. YMTC expanded
its market share to 13% from 8% a year ago, and is now advancing plans for a
domestic initial public offering to fund further expansion and potentially
overtake other manufacturers.
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Robust IPO Pipeline: Xi'an UnilC completed its IPO tutoring phase,
accelerating its push for a Beijing listing alongside CXMT.
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See more from our Asia Specialist here.
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The market cap to market opportunity is too interesting to ignore at this point:
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Source: Goldman Sachs FICC & Equities, Bloomberg, as of June 2026. Past
performance is not indicative of future results.
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The market-implied growth expectations in power, infrastructure, and model
seem conservative relative to their respective potential TAM upside:
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Residual income model & TAM implied growth
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Al changes the game (Part 3): The risks of (not) investing in Al
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China Al is trouncing other China Exposure:
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Source: Goldman Sachs FICC & Equities, Bloomberg, as of June 2026. Past
performance is not indicative of future results.
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_China Al has delivered about half of what US Al has done since ChatGPT was
launched, but started catching up as of late:
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Source: Goldman Sachs FICC & Equities, Bloomberg, as of June 2026. Past
performance is not indicative of future results.
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This is not a KWEB trade:

X2 KWEB R 5

Normalized As Of 11/30/2022
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Source: Goldman Sachs FICC & Equities, Bloomberg, as of June 2026. Past
performance is not indicative of future results.
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Indexes with higher Al hardware exposures have outperformed in the past
year:
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A-shares gained 3% but H lost 3% on further Hard vs Soft tech divide; Lujiazui
Forum signaled rule-based capital account opening; May fixed asset
investment and retail sales missed
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How has GS China Al Value Chain performed in the last . What is 12m forward

1 year relative to MXAP? o China Al Value Chain:

260.00

80.00
Jul Oct 2026 Apr Jut Oct

@ GSXACART @ MXAP @ GSXACART ®@90thF

- Finn Dattenberg-Doyle and 7 © _
9 3& others ® O Z < o ;.a Elias
FICC & Equities 4“.4. S A FICC&

What is 5d Percent Change of GS China Al Value Chain X What is 1m Percent C

relative to history? ' relative to history?

30.0%

20.0%

-20.0%
2022 2023 2024 2025 2026 2022 2023

@ 5d Return of GSXACART @ 90th Percentile @ 10th Percentile ® 1im(22d)Return @

SR Julia Masch and 3 others +. WY Y Julia
: - " o 2 5 "
0 "») FICC & Equities ® C‘ L’ (: ' ')’)) FICC&

MarketView 17 &S

All baskets have been constructed by the custom baskets desk in FICC &
Equities unless specified otherwise. All references to "we"/"us"/"our" refers to
the opinions and observations of the desk. Max loss on bought options is
premium paid, max loss on sold options is unlimited, max loss on delta one
implementations unlimited.
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