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Tech deleveraging mostly done 

Source: Bloomberg, Wind, FactSet, KOFIA, UBS

China margin financing balance as % of A share market cap 

Korea leveraged ETF

Korea margin financing

US leveraged ETF
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Stress test completed on China tech 

Source: Bloomberg, Wind, FactSet, UBS estimates 
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Tech valuations more reasonable

Source: Bloomberg, Wind, FactSet, UBS

Global tech hardware forward P/E (x)China AI tech hardware forward P/E (x) 

Global tech hardware P/B (x)China AI tech hardware P/B (x)
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While earnings performances remain strong

Source: FactSet, UBS

Tech forward earnings changes last 3 months vs other sectors
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AI narrative has stabilised

Source: Bloomberg, Wind, FactSet, UBS estimates 

Token usage growth

China quarterly internet capex growth AMZN and MSFT 2Q cloud revenue growth and margin

US software sector share price performance (IGV)
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China the catch-up play on global AI

Source: MIIT, UBS estimates 

AIDC capacity buildout net addition in MW
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AI sector crowding may impact near-term upside 

Source: Bloomberg, Wind, FactSet, UBS estimates 

Average crowding scores of China AI hardware names
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As investors diversify into other sectors

Source: Bloomberg, Wind, FactSet, UBS estimates 

YTD sector performance 
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Fundamentals remain strong  

Source: Bloomberg, Wind, FactSet, UBS estimates 

China AI tech hardware consensus earnings growth

Consensus revenue and earnings growth for China AI hardware 
tech

Correlation of China AI hardware tech share price YoY and 
indicators

Forward earnings 3M revision
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Leading indicators remain robust

Source: Bloomberg, Wind, FactSet, UBS estimates 

Chinese AI names inventory as % of revenue (4-quarter moving average)

Chinese AI names contract liability as % of revenue (4-quarter 
moving average)

Forward EPS 1M revision for China and global AI tech hardware 

Trailing 12M ROE of China and Global AI tech hardware 
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Fundamentals intact while valuations now more reasonable

Source: Bloomberg, Wind, FactSet, UBS estimates 

Forward EPS 3M revision - China vs global AI tech hardware

China AI tech hardware forward P/E (x)

FY26 EPS trend - China vs global AI tech hardware

Global AI tech hardware (ex-memory) forward P/E (x)
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How do Chinese AI tech hardware’s compare with global peers?

Source: Bloomberg, Wind, FactSet, UBS estimates 

Trailing 12M earnings (USDbn)

Trailing 12M FCF (USDbn)

Trailing 12M revenue (USDbn)

Trailing net margin
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What drives share price performance and key signal for consolidation?

Source: Bloomberg, Wind, FactSet, UBS estimates 

China AI hardware absolute and relative price performance when 
revenue growth peak

AIDC capacity buildout net addition in MW

China AI tech hardware share price YoY vs 12M forward 
earnings growth

Consensus capex growth
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Global AI narrative improving while the worst of deleveraging seems 
behind us 

Source: Bloomberg, Wind, FactSet, UBS estimates 

US Cloud backlog as % of total sales

Total Korea leveraged ETFs AUM

US hyperscaler cloud revenue growth consensus forecast

US leveraged ETF exposure
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Comparing the hyperscaler and LLM companies 

Source: Bloomberg, Wind, FactSet, UBS estimates Note: Note: Tencent, Alibaba, Baidu, AMZN, MSFT, GOOGL, ORCL,
IBM and META are included in hyperscaler 

ARR of China vs US LLM

IDC utilization rate - China vs US

Capex as % of operating cash flow - China vs US hyperscalers

Relative share price performance of China/US hyperscalers vs 
corresponding market indices
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How have AI tech hardware stocks traded vs global peers?

Source: Bloomberg, Wind, FactSet, UBS estimates 

Price to book (x) - China vs global AI tech hardware

Forward P/Sales (x) - China vs global AI tech hardware

Forward P/E (x) - China vs global AI tech hardware

Forward FCFY - China vs global AI tech hardware
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China AI supply chain historical valuation

Source: FactSet,UBS
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How crowded is the AI trade in China?

Source: Bloomberg, Wind, FactSet, UBS estimates 

Onshore mutual funds positioning in greater tech sector vs 
benchmark

Crowding score by sector

Greater tech weekly turnover and market as % of total A share 
market

AUM of actively managed tech, consumer and new energy funds as % of 
total actively managed funds 
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Sector leaders preferred within China AI tech supply chain

Source: Bloomberg, Wind, FactSet, UBS estimates 

Onshore Sector and thematic index ETF AUM has increased notably YTDHigher margin for global AI companies vs China's
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Macro: tech and export led growth

Source: Bloomberg, Wind, FactSet, UBS estimates 

China export YoY 

China retail sales YoY 

China industrial enterprise profit YoY

Secondary property sales YoY 
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July 2026 YTD industrial profit growth by sector 

Source: NBS, UBS 21
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Property market: Tier 1 cities recovering

Source: Bloomberg, Wind, Centaline, UBS estimates, Beike

Secondary property market prices stabilizing in tier 1 cities

Rental declines have decelerated

Primary market sales stabilizing

While listings have come down
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LGFV update

Source: Bloomberg, Wind, Centaline, UBS estimates, Beike

LGFV debt growth slowing

ROE of LGFV’s remain low

Credit spreads have recovered

Though cash flow generation has improved
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Recent observations on energy and commodity prices 

Source: Bloomberg, Wind, FactSet, Ministry of Transport, UBS

China average retail gasoline price (RMB/L)

China chemical price index

Shanghai Containerized Freight Index 

Estimated oil and gas flows exiting the Gulf, based on DWT, in Mboe/d
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Would higher PPI lead to lower earnings?

Source: Bloomberg, Wind, FactSet, UBS estimates 

A share non-financials trailing earnings growth vs Brent oil YoY

Exporters trailing revenue growth vs PPI YoY

A share non-financials trailing earnings growth vs PPI YoY

Exporters trailing earnings growth vs PPI YoY
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Correlation between sector trailing earnings growth and PPI YoY

Source: Bloomberg, Wind, FactSet, UBS estimates 
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Global views – stay long equities 

Source: Bloomberg, FactSet, UBS estimates 

SPX P/E to sales growth ratio near the lows

S&P 500 2027e EPS continues to rise

HY credit spread well behaved 

Operating cash flow has surged for Tech and ex-Tech
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Global views – conditions for a bubble we are not in and upside 

Source: Bloomberg, Wind, FactSet, UBS estimates 
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MSCI China recent 1Q/2Q26 results

Source: Bloomberg, Wind, FactSet, UBS 
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Key charts for the earnings season 

Source: Bloomberg, Wind, FactSet, UBS estimates 

12-month forward earnings revisions in the past 3 months (magnitude)

FY26 earnings estimate revisions

FY1 earnings revision ratio (breadth)

MSCI China EPS integer
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FY26 earnings revision by sector in the past 1M

Source: Bloomberg, Wind, FactSet, UBS 
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Sector earnings trend - FY26 EPS integer by sector (Jan 2026 =100) 

Source: Bloomberg, Wind, FactSet, UBS estimates 
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The national team is a counter-cyclical force

Source: Bloomberg, Wind, FactSet, UBS estimates 
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How to monitor the national team?

Source: Bloomberg, Wind, FactSet, UBS estimates 

Total CSI 500 ETF daily turnoverTotal CSI 300 ETF daily turnover

Stocks held by the old national team Value of stocks held by the old national team
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The old national team held more positions in energy and financials

Source: Bloomberg, Wind, FactSet, UBS estimates 

The old 'national team' ownership as of total A-share free float market cap (by sector) 
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A share market - A viable diversification option for global investors

Source: Bloomberg, Wind, FactSet, UBS

A-share equity risk premium vs S&P 500

CSI 300 vs A-share market turnover

Correlation with MSCI AC World

A-share more resilient amid global uncertainty
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A vs H sector mix 

Source: Bloomberg, Wind, FactSet, UBS 
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A share market fundamentals improving

Source: Go-goal, Wind, FactSet, UBS estimates 

NBS industrial profit growth and A-share industrial-related 
sectors’ earnings growth

CSI 300 monthly earnings revisions (2014-26F)

A share quarterly earnings growth

China PPI vs A-share non-financials revenue growth 
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A-share valuation

Source: Bloomberg, Wind, FactSet, UBS

Valuation (Chinext, CSI300)

A-H premium

Trailing ROE trends

Dividend yield minus government bond yield
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Prefer A over H

Source: Bloomberg, Wind, FactSet, UBS

HSTECH share price performance 

FY26 12-month consensus earnings revision breakdown for 
HSTECH

HSTECH forward P/E (x)

HSTECH vs US software companies
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Fund flow supportive for A share

Source: Bloomberg, Wind, FactSet, UBS  

NBFI deposit YoY vs SSE Composite

Private hedge funds: number of registration & scale

Household deposit YoY vs SSE Composite

Monthly mutual fund new fund raising
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Prefer A over H –flows

Source: Bloomberg, Wind, FactSet, UBS  

Onshore mutual fund holding of H-shares 

Insurers’ holding of stocks 

Southbound net inflows minus equity raising (quarterly)

A-share new retail investor account openings at SSE 
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Southbound flows slowed down vs last year 

Source: CEIC, UBS 
43



China Equity Strategy 31 August 2026 ab 45

Foreign funds have exited EM in general but shifted towards A shares 
in recent months

Source: Bloomberg, Wind, FactSet, UBS

Cumulative net inflows into EM ex-China equities

A shares holding as % of portfolio and Chinese equity holdings 
among foreign active funds

Quarterly northbound net inflows

Top 40 global investor positioning in Chinese equity (% of 
portfolio)
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Investor positioning

Source: Bloomberg, Wind, FactSet, UBS 

Actively managed funds' Chinese equity holdings vs benchmarksActively managed funds' Chinese equity holdings vs benchmarks - 30 June 2026
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EM flows and investor positioning 

Source: Bloomberg, Wind, FactSet, UBS estimates 

EM funds' active holdings across major marketsCumulative foreign net inflows into EM equities (ex-China)
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A-share governance reforms

Source: Bloomberg, Wind, FactSet, UBS estimates 
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A-share improvements in shareholder returns 

Source: Bloomberg, Wind, FactSet, UBS 

Buyback volumes of A-share SOEs Dividend yield of A-share SOEs

Company visits to SOEs have been on an upward trend 
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Valuation undemanding 

Source: Bloomberg, Wind, FactSet, UBS

MSCI China forward P/E relative to MSCI AC World

MSCI China trailing dividend yield (%)

MSCI China forward P/E (x)

MSCI China forward FCF yield (%)
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Sector preferences – back to a barbell 

Source: FactSet, UBS estimates Note: Closing prices as of 28 Aug 2026
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Recent flows trend and investor positioning in HK banks 

Source: FactSet, CEIC, UBS 

Cumulative southbound net inflows into four major SOE banks Quarterly southbound net inflows into four major SOE banks 

Foreign institutional ownership of four major SOE banks 
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Sector valuations

Source: FactSet, UBS estimates

2026 YTD

Sector

Current P/E or 

P/B* 5Y Average Standard deviation Forward PEG

FY26 consensus 

earnings growth Return (%) Forward Dividend yield

Energy 10.5 8.1 1.4 5.8 27% 13% 5.0%

Power operator 15.6 14.0 1.2 3.7 -2% 2% 3.5%

Construction materials 14.9 11.3 1.2 0.5 71% -5% 3.7%

Transportation 13.3 11.5 1.2 3.0 66% -7% 3.6%

Telecom 12.1 10.2 1.1 N/A -7% -8% 6.5%

Banks* 0.6 0.5 1.1 1.5 4% 0% 4.7%

Aerospace & defense 41.6 34.9 1.0 N/A 12% -18% 0.7%

Education* 1.8 1.4 1.0 5.1 25% -2% 3.0%

Shipping 10.1 7.8 0.9 N/A 16% 18% 4.2%

Construction 5.6 5.2 0.7 N/A 4% -13% 5.6%

Tech hardware 19.2 17.6 0.5 0.4 47% 19% 2.0%

Truck 11.9 11.1 0.5 0.5 24% 37% 5.6%

Semiconductor 39.4 35.2 0.4 1.3 97% 40% 0.6%

Wind power equipment 13.9 12.9 0.3 N/A 70% -15% 2.0%

Data center* 1.6 1.5 0.2 N/A 224% -7% N/A

Property* 0.6 0.6 0.2 2.4 -417% -9% 3.4%

Solar supply chain 48.8 29.4 0.1 1.4 213% -6% 0.7%

Auto retail 10.9 14.6 -0.1 1.1 131% -41% 8.0%

Gas utilities 8.8 8.9 -0.1 7.9 2% -19% 6.0%

Home appliance 11.1 11.4 -0.2 2.6 5% -13% 5.8%

Consumer finance 4.3 4.6 -0.2 N/A -25% -52% 10.8%

Chemicals 12.3 13.4 -0.4 N/A 107% 5% 3.1%

Internet (E-commerce) 12.9 15.3 -0.4 N/A 9% -24% 1.2%

Pharma 21.1 22.4 -0.5 5.0 21% -8% 1.8%

EV Battery & materials 15.5 22.0 -0.5 0.7 54% -7% 2.7%

Hog* 2.1 2.4 -0.5 18.8 -98% -18% 3.2%

Biotech, CRO 31.6 40.2 -0.7 10.9 24% 24% 1.3%

Machinery 14.9 16.3 -0.7 0.8 15% -10% 3.0%

Basic materials 10.5 11.7 -0.7 0.6 65% -6% 3.7%

Baijiu 17.3 23.0 -0.9 2.5 5% -16% 4.7%

Software 46.5 57.3 -1.0 2.1 98% -23% 1.0%

Health care service 23.6 35.6 -1.0 4.1 68% -18% 1.2%

Restaurant 14.0 22.4 -1.0 1.3 8% -13% 4.2%

Furniture 9.5 13.2 -1.1 1.7 -5% -29% 6.4%

Express delivery* 1.3 2.0 -1.1 0.7 25% -6% 3.4%

Internet (Media & entertainment) 12.6 18.9 -1.1 1.6 -1% -30% 1.4%

Personal product 15.2 20.4 -1.1 2.4 7% -17% 3.6%

Airline airport* 1.5 1.9 -1.1 N/A -123% -31% 3.1%

Pharma retail 13.6 24.8 -1.1 2.5 9% -30% 3.6%

Medical device 18.3 24.2 -1.1 4.3 17% -16% 3.1%

Leisure 13.5 23.2 -1.2 2.6 -26% -35% 3.3%

Sportswear 11.5 18.1 -1.2 5.7 2% -15% 4.4%

Grid 19.1 22.7 -1.2 2.4 14% -1% 3.1%

Food & beverage 15.0 18.9 -1.2 1.8 13% -12% 4.7%

Auto parts 13.9 17.1 -1.2 0.9 11% -26% 2.8%

Beer 12.2 21.8 -1.3 0.6 19% -19% 5.1%

Broker 10.8 14.3 -1.4 1.2 30% -9% 3.1%

Internet (Online game) 12.6 16.2 -1.4 1.3 21% -21% 3.0%

Auto 15.3 19.9 -1.5 3.1 81% -24% 2.4%

Insurance 6.7 8.7 -2.2 1.9 6% -15% 4.0%

Valuation
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China the next reflation trade? 

Source: Bloomberg, Wind, FactSet, UBS 

Output price expectation 2026

Capacity outlook for 2026

Output price 2025 

A-share non-financials capex YoY

53



China Equity Strategy 31 August 2026 ab 55

Other potential reflation signals 

Source: Bloomberg, Wind, FactSet, UBS 

Bottom-up pricing trends – China airfare improving

A share non-financials profit growth vs salary growth

China PPI YoY vs MSCI China revenue growth

A-share companies’ average wage growth
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Lessons learnt from Japan 

Source: Bloomberg, Wind, FactSet, UBS 

Japan fiscal deficit 

Japan unemployment rate and labor participation

Japan Spring wage negotiation (Shuntou) monthly avg wage 
increase rate

PPI vs commodity prices
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China and Global AI tech hardware mapping 

Source: UBS
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China and Global AI tech hardware mapping 

Source: UBS
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China and Global AI tech hardware mapping 

Source: UBS
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China and Global AI tech hardware mapping 

Source: UBS 59
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China and Global AI tech hardware mapping 

Source: UBS 60
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China AI tech hardware names 

Source: UBS
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China AI tech hardware names 

Source: UBS
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Capex, revenue, earnings growth and net margin by subsector

Source: FactSet, UBS
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China & global peers power equipment names

Source: Bloomberg, Wind, FactSet, UBS 
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China & global peers power equipment names

Source: Bloomberg, Wind, FactSet, UBS 
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China & global peers power equipment names

Source: Bloomberg, Wind, FactSet, UBS 
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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-driven 
to a consumption-driven economy and increase the debt of government and state-owned enterprises.


