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Now the Asia Leaders Conference in HK and Communacopia TMT conference in San Francisco are over, it might be good time to pick up the “AI Changes the Game”

series published by Tim Moe, Kinger Lau and APAC strategy team. I think these series have a long shelf life. Part Three: The risk of (Not) Investing in AI (Published in

March 2nd , 2026)

Framing the risk/reward of China AI equities

As highlighted in Part One of the series before, we are most positive on Power, Infra, and Semi/Model on China's comparative advantages in the global AI universe.

If AI develops as GS economic and industry forecasts project, the potential economic benefits via efficiency gains and new profit creation could be 50% to 100%

higher than what is currently discounted in AI equity prices (as of March 2nd,  2026).

(1)AI Boost economic growth:

Per our Global Economic team's analysis, generative AI is projected to deliver a cumulative boost of 8% to China's labor productivity over the 10 years, equivalent

to $1.6tn of economic value-add in today's dollars, compared to a gross 15% uplift ($4.5tn) for the US. Adhering to their framework and underlying assumptions, we

estimate that the present discounted value (PDV) of the economic benefits from AI (cum efficiency gains and new business opportunity) could reach US$6tn to 7tn in

China, among which US$3tn could be accrued to Chinese companies as capital revenues.

(2)New revenue opportunity generated by AI:

we note that the total revenue pool globally for Chinese companies could be as high as US$16tn by 2035. Applying a net margin level of around 15% for Chinese AI

tech companies (vs. 10% for the non-AI ones and 25% for US Tech at present) and a cost of equity (COE) of 10%, we calculate that the PDV of the potential AI-

induced profit pool to be at around US$2.4tn.  There is significant upside risk to this US$2.4tn estimate.

(3) Potential corporate earnings from AI:

We estimate that widespread AI adoption could improve Chinese corporate earnings by 3pp per annum over the next decade through cost savings/efficiency gain

(e.g. labor cost reduction), and new market opportunity (i.e. AI capex by Chinese hyperscalers and the trickle-down earnings impact to the supply chain). This implies

roughly 6pp of incremental profit contribution from AI in the listed universe given the growth differential between AI and non-AI companies (also see next section fo

detail). In sum, the added earnings stream for listed companies would equate to US$800bn in present value terms on a 10% COE.

Chinese AI equities are poised to grow much faster than most non-AI stocks. On our projected earnings paths, Chinese AI companies will outgrow their non-AI pee

by 140pp over the next decade, thereby helping to raise the former's earnings representation in the equity universe from 37% now to 47% in 2035. Again, our

estimates have not taken into account the potential earnings and market share erosion from the latter in the case of the non-AI cohort failing to keep up with the eve

expanding technological frontier.

Let me know if you want to speak to Tim Moe or Kinger Lau about their Chinese AI series. Thanks.  --Philip
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From: Sun, Philip [GBM Public]

Sent: Sunday, August 23, 2026 6:05 PM

Subject: [GS Sales Note]: AI Series: A top-down guide to the Chinese AI universe (Encore piece, worth the re-reading)

Some research pieces have a long shelf-life. The “AI Changes the Game” series published by Tim Moe, Kinger Lau and APAC strategy team is one of those.

The below “A Top Down Guide to the Chinese AI Universe” was published on March 1st, 2026. Now 5.5 months have passed, and we have seen quite a lot in the AI

investing globally. From a nearly vertical up till end of June, then a very sharp downfall in the brutal July, then now things stabilized somewhat in August and global AI

investors are wondering what to do next with AI investing. In particular, global investors are wondering what to do with China AI investing, too. Hence I feel that it is a

good time to re-visit this top-down guide written about 5.5 months ago.

My general feeling about global AI investing after the brutal July was that: Down but by no means out. AI investing will continue to yield very fruitful returns to investo

globally, though investors might need to be much more selective and nimble in their investing/trading strategies.

One of the most important conclusion I remembered from China AI strategy piece is that: “By sector, the US is currently dominating the Semi, Model, and AI+

cohorts, while the China AI opportunity set seems better populated in Power, Infra, and Physical AI”

The comparative advantages that China has on Power, Infrastructure and Physical AI were demonstrated by the technological know-how’s of the companies such a

CATL, CXTM, Innolight, UniTree, WeiChai Power, Yantai Jereh, Anhui YingLiu, Sieyuan Electric, Inovance, etc.

Of course, on the relatively weaker AI areas such as models, China’s DeepSeek, ZhiPu, MiniMax and MoonShot have been making very solid progress in the past 

year, too. Some of them have come to the capital mkt to seek for aggressive fundings.

The Exhibit 7 below mapped out the top companies in mainland China, in the US and in other regions. It serves as a useful guide.

In Tim Moe and Kinger Lau’s piece, regarding China AI investing,  they think there are 4 key implications for global investors:

1) China is an integral part of the global AI universe, accounting for 10%/16% of AI-related market cap/revenue worldwide, but China AI equities are under-owned

by investors;

2) By sector, the US is currently dominating the Semi, Model, and AI+ cohorts, while the China AI opportunity set seems better populated in Power, Infra, and

Physical AI;

3) Not all Chinese AI proxies are created equal--high return idiosyncrasy geographically and sectorally; and,

4) AI is not a unified investment theme--global leadership has broadened out from Semi in the past 2 years to Infra and Power in recent months.

2026/9/13 17:22 FW: [GS Sales Note]: AI Series: The risk of (Not) investing in China AI (Encore piece, worth the re-reading)

https://marquee.gs.com/s/content/markets/ed3c32da-d4f4-48a2-93ce-cd83c1a21cff 2/6

https://marquee.gs.com/s/marketview/asset/MAS7XAJBKQBRKSZK?mq_utm_source=article&mq_utm_medium=web&mq_utm_content=articleBody
https://marquee.gs.com/s/marketview/asset/MA4B66MW5E27U8P334M?mq_utm_source=article&mq_utm_medium=web&mq_utm_content=articleBody
https://marquee.gs.com/s/marketview/asset/MA4B66MW5E27U8P4HZM?mq_utm_source=article&mq_utm_medium=web&mq_utm_content=articleBody
https://marquee.gs.com/s/marketview/asset/MA4B66MW5E27U9U9TC8?mq_utm_source=article&mq_utm_medium=web&mq_utm_content=articleBody
https://marquee.gs.com/s/marketview/asset/MA4B66MW5E27U8P4HNU?mq_utm_source=article&mq_utm_medium=web&mq_utm_content=articleBody
https://marquee.gs.com/s/marketview/asset/MA4B66MW5E27U8P4NU5?mq_utm_source=article&mq_utm_medium=web&mq_utm_content=articleBody


2026/9/13 17:22 FW: [GS Sales Note]: AI Series: The risk of (Not) investing in China AI (Encore piece, worth the re-reading)

https://marquee.gs.com/s/content/markets/ed3c32da-d4f4-48a2-93ce-cd83c1a21cff 3/6



Print PDF | Read

GS will host our Asia Leaders Conference in JW Marriott in HK between Aug 31-Sept 2. We will have quite some distinguished AI-related speakers (e.g. co-founder of

MiniMax, former Google DeepMind senior employee, Innolight Chairman etc.). Pls RSVP. Thanks

From: Kinger Lau, CFA <kinger.lau@alerts.publishing.gs.com>

Sent: Sunday, March 1, 2026 9:53 AM

To: Sun, Philip [GBM Public] <Philip.Sun@hk.email.gs.com>

Subject: China Strategy: AI changes the game (Part 2): A top-down guide to the Chinese AI universe

China Strategy: AI changes the game (Part 2): A top-down
guide to the Chinese AI universe

1 March 2026 | 9:48AM HKT | Research | Portfolio Strategy

AI has indeed changed the game over the past one year

A year ago, we put forward our thought process (Part 1 of this series) on how AI could impact Chinese

stocks via the profit, valuation, and portfolio flow channels. Since the “DeepSeek moment” in January

2025, AI adoption has accelerated, average token costs have fallen sharply, and AI has become a

dominant theme in the stock market where Chinese AI equities have rallied 50% on average, 103 AI-

related IPOs have made their debut in HK and mainland China, and more than US$3tn of market cap

has been created in the tech universe.
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