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Spotlight: 80% are looking for clearer proof of tangible Al monetization before adding
exposure to Al-related stocks (see Exhibit 1 below). As a downside hedge, investors now
favor rotation into defensive sectors, while preferences for shifting into value and
cyclical names have fallen sharply (Exhibit 18). Meanwhile, concerns over India's limited
Al exposure have eased significantly, declining from 32% to just 10%.

Macro: Investors now expect stronger corporate profits and greater earnings upside
(Exhibit 5), consistent with improving earnings revision rati note). Nearly 80%
expect a Bo) rate hike this month, while the perceived intervention trigger for USD/JPY
has declined to 160 from 165 in August.

Expected Returns: Investors are increasingly bullish on both Asia ex-Japan and
Japanese equities, expecting 6.3% and 6.4% upside over the next 12 months, with
optimism levels reaching the 89" and 94" percentiles, respectively.

Themes: BoJ policy normalization has overtaken earnings as the dominant theme for
Japan equities (Exhibit 14).

Positioning: Japan and Taiwan remain the most favored markets in APAC despite a
modest MoM decline in positioning. Within Asia ex-Japan, Technology retained its top
ranking, while Telecom rose to third place. In Japan, positioning remains heavily
concentrated in banks and semiconductors, with allocations to banks reaching a new
historical high.

Exhibit 1: Four out of five investors view proven Al monetization as the key consideration to add
to Al-related stocks
What would most increase your conviction to add to Al-related stocks?

Evidence of Al monetization/revenue generation 80%
Stronger earnings revisions
Lower interest rates mSep-26
Reacceleration in hyperscaler Al capex mAug-26
Better valuations
0% 20% 40% 60% B0% 100%

Source: BofA Asia Fund Manager Survey. Note: Vates for ‘Other” are not shown above
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Notes to readers

A total of 190 panelists with $512bn
AUM participated in the September
survey. 170 participants with $470bn
AUM responded to the Global FMS
questions and 87 participants with
$211bn AUM responded to the
Regional FMS questions.

Survey period: Sep 4 - 10, 2026

How to join the FMS panel
Investors/clients are encouraged to
sign up to participate in the Survey.
This can be done by contacting Michael
Hartnett or your BofA sales
representative.

Participants in the survey receive the
full set of results for the months in
which they participate.
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Macro

Exhibit 2: With renewed concerns that Fed rate hikes could return to the table, growth expectations
softened slightly in Sep
Net % expecting a stronger Global / APAC ex-Japan economy
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Source: BofA Global & Asia Fund Manager Survey

Exhibit 3: Inflation expectations were broadly stable in Sep, with net 25% expecting higher
inflation
Net % expecting higher inflation in Asia Pacific ex-Japan in the next 12 months

100 m Net % expecting higher inflation in the next 12 months
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Source: BofA Asia Fund Manager Survey
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Exhibit 4: Net 55% expect better profits, up from 45% in Aug
Net % expecting better corporate profits in Asia Pacific ex-Japan in the next 12 months
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Source: Bofd Asia Fund Manager Survey

Exhibit 5: Concerns over optimistic earnings estimates have reversed, suggesting investors now see
greater scope for earnings upside
Net % deeming consensus EPS estimates for the coming year as high
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Source: Bofa Asia Fund Manager Survey
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Exhibit 6: China's economic outlook deterioated sharply in Sep while Japan remained stable
Net % expecting stronger Chinese and Japanese economies in the next 12 months
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Exhibit 7: Nearly 80% of investors expect the next Bo) rate hike to occur this month
When do you think the BO) next rate hike will be?

80% When do you think the BOJ next rate hike will be?
15%
5%
0%
Sep 2026 Oct 2026 Dec 2026 Jan 2027 or later

Source: BofA Asia Fund Manager

Aot 53R ATELARCH

4 Asia Fund Manager Survey | 15 September 2026



BofA GLOBAL RESEARCH

Exhibit 8: Investors now see USD/JPY 160 as the most likely intervention trigger instead of165
What USD/JPY level would likely trigger FX intervention by Japanese authorities?

60% 5506 55%

= Aug-26 mSep-26
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155 160 165 170+ Level doesn't
matter, speed of
move matters

Source: BofA Asia Fund Manager
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Expected Returns and Valuations

Exhibit 9: Investors stayed optimistic about Asia ex-Japan equities, expecting 6.3% upside, the 89
historical percentile
FMS views on expected upside for Asia Pac ex-Japan equities over the next 12 months
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Source: Bofa Asia Fund Manager Survey

Exhibit 10: Expected retumns for Japanese equities rose sharply to 6.4%, the 94th historical
percentile
FMS views on expected upside for Japan equities over the next 12 months

Expected returns for Japan equities over the next 12 months
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Exhibit 11: APAC ex-Japan equities are increasingly viewed as undervalued
Net % saying Asia Pacific ex-Japan equities are overvalued
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Source: Bofd Asia Fund Manager Survey

Exhibit 12: 55% of FMS investors say the positive Al impact on equities is broadly fairly or
more than fully priced in, up from 37% in Aug
How much of the positive Al impact on equities is already reflected in the price?

m Sep-26

More than fully priced in m Aug-26

Broadly fairly priced

Partially priced in

Mostly not priced in

0% 10% 20% 30% 40% 50% 60% 70%

Source: BofA Asia Fund Manager Survey. Note- Votes for Don't know' are not showen above
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Themes

Exhibit 13: Within China, Al/semis and SOEs are key investor priorities
FMS views on TWO most favorite themes in China

Source: BofA Asia Fund Manager Survey. Note: Vates for 'Don't know' are not shown above

Exhibit 14: Bo) policy normalization overtook earnings to become the key theme for Japan equities
FMS views on the themes that hold the key for Japan equities in the near-to-medium term

Key themes for Japan equities in the near-to-medium term

mAug-26 ®m5ep-26

Policy normalization Earnings Corporate Currency (JPY} Political
by the Bo) governance reforms moves uncertainties
& Japan Exchange
Group (JPX)
initiatives
Source: BofA Asia Fund Manager Survey. Notes: Yotes for ‘Don't know' are not shown above WG
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Exhibit 15: Expectations for a stronger semiconductor cycle recovered to 35% but remain well below
60% in July
FMS views on the semis cycle (Korea/Taiwan exports growth) over the next 12 months
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Source: BolA Asia Fund Manager Survey

Exhibit 16: Taiwan and the US jointly lead as the expected beneficiaries of the next Al cycle
Which market benefits most from the next phase of the Al cycle?

40%

350 3506 ®Aug-26

W Sep-26
30%
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Source: BofA Asia Fund Manager Survey. Note: Votes for “Don’t know” are not shown above
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Exhibit 17: Software & Platforms now offer the best perceived Al risk-reward, overtaking Power &
Energy
Which part of the Al value chain offers the best risk-reward over the next 12 months?

Software & Platforms 25%
Memory
Power & Ener,
Y 23%
Data Center Infrastructure -
m Aug-26

Connectivity / Networking

Al Compute

0% 4% 8% 12% 16% 20% 24% 28%

Source: BofA Asia Fund Manager Survey. Note: Vates for ‘Don't know' are not shown above

Exhibit 18: Defensive-sector rotation became the leading Al downside hedge, while rotation into

value and cyclicals plunged
How are you currently hedging downside risk in the Al trade over the next 6-12 months?

Rotate into defensive sectors

m Sep-26
No hedge - remain overweight Al = Aug-26
Rotate within Al value chain
Rotate into value / cyclicals
41%

5%

Short / underweight crowded Al beneficiaries 5%

0% 10% 20% 30% 40% 50%

Source: BofA Asia Fund Manager Survey. Notes: Yotes for ‘Don't know' are not shown above
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Exhibit 19: Concern about India’s lack of Al exposure fell from 32% to 10%
What is your key concern for Indian market?

Lack of reforms

High valuations mSep-26
m Aug-26
No Al play -
Weak growth
Depreciating currency
0% 10% 20% 30% 40%

Source: FofA Asia Fund Manager Survey. Note- Vates for "Don’t know” are not shown above
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Positioning

Exhibit 20: Japan and Taiwan remain the preferred APAC markets, despite falling MoM
Asia Pacific market sentiment: Net % overweight

Japan
Taiwan
South Korea
Malaysia
Singapore
Thailand
New Zealand
Australia
China
Philippines
India
Indonesia

Asia Pacific market sentiment: Net % overweight
(% saying overweight - % saying underweight)

Source: BofA Asia Fund Manager Survey

Asia Pacific ex-Japan sector sentiment: Net % overweight

45
40
Underweight ol
— —

I Exhibit 21: Technology retained leadership, while Telecom climbed to third place

Cons Disc ex-Retailing (Autos/Durables/Services)

(% saying overweight - % saying underweight)

Semis 50
Tech Hardware
Telecom 20
Financial Services
Energy
Banks
Industrials
Insurance Underweight vl
Software
Healthcare/Pharma
Utilities
Cons Staples
Materials -20
Media & Ent -20
Retailing/e-Comm

Real Estate -30

Source: BofA Asia Fund Manager Survey
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Exhibit 22: September saw a sharp rotation into Insurance, Telecom and Software, paired with steep
reductions in Healthcare, Banks, Retailing, and Materials.

Monthly change in FMS investor positioning

APAC ex-Japan sector sentiment: MoM ppt change in FMS investor positioning
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Exhibit 23: Japan positioning is highly concentrated in banks and semiconductors, with Banks rising
to a historical high
FMS opinion on the two most overweight sectors in Japan

FMS opinion on the two most overweight sectors in Japan
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Source: BofA Asia Fund Manager Survey
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Regional survey demographics data

Exhibit 24: Position / institution / approach of participants in the regional survey
Demographics details for regional Fund Manager Survey participants

Sep- Aug- Jul-
26 26 26

Structure of the panel - by position
Chief Investment Officer 12 10 10
Asset Allocator / Strategist / Economist 13 15 17
Portfolio Manager 53 64 72
Other 9 9 10
Structure of the panel - by expertise
Regional specialists + EM specialists only 20 23 29
Regional specialists with a global view 67 75 80
Total # of respondents to regional questions 87 98 109
Which of the following best describes the type of money you are running?
Institutional funds (e.g. pension funds / insurance companies) 23 23 29
Hedge funds / proprietary trading desks 12 17 18
Mutual funds / unit trusts / investment trusts 42 44 54
None of the above 10 14 8
What do you estimate to be the total current value of assets under your direct control?
Up to $250mn 15 13 16
Around 5500mn 8 14 16
Around 51bn 16 19 19
Around $2.5bn 16 15 i
Around $5bn g 11 8
Around $7.5bn 3 4 5
Around $10bn or more 8 12 1
No funds under my direct control 12 10 12
Total (USD bn) 211 272 274
What best describes your investment time horizon at this moment?
3 months or less 23 31 33
6 months 27 36 36
9 months 4 6 6
12 months or more 29 23 29
Weighted average 74 6.7 69
Don't know 4 2 5
Which region do you specialise in?
US / North America 23 29 32
Europe / Continental Europe / Eurozone / UK 28 34 35
Asia Pacific / Asia Pacific ex Japan / Japan 20 22 25
South Africa 1 9 1
MENA {Middle East and North Africa) 2 1 0
None of the above 3 3 6

Source: BofA Fund Manager Survey

Special Disclosures

In accordance with the SEBI (Foreign Portfolio Investors) Regulations, 2019 and
with guidelines issued by the Securities and Exchange Board of India (SEBI), foreign
investors (individuals as well as institutional) that wish to transact the common
stock of Indian companies must have applied to, and have been approved as per
SEBI (Foreign Portfolio Investors) Regulations, 2019. Each investor who proposes to
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transact common stock of Indian companies will be required to obtain Foreign
Portfolio Investor (FPI) registration as per SEBI (Foreign Portfolio Investors)
Regulations, 2019. Certain other entities are also entitled to transact common stock
of Indian companies under the Indian laws relating to investment by foreigners.
BofA Securities reserves the right to refuse to provide a copy of research on
common stock of Indian companies to a person not resident in India. American
Depositary Receipts (ADR) representing such common stock are not subject to these
Indian law restrictions and may be transacted by investors in accordance with the
applicable laws of the relevant jurisdiction. Global Depository Receipts (GDR) and
the Global Depository Shares (GDS) of Indian companies, Indian limited liability
corporations, have not been registered under the U.S. Securities Act of 1933, as
amended, and may only be transacted by persons in the United States who are
Qualified Institutional Buyers (QIBs) within the meaning of Rule 144A under the
Securities Act. Accordingly, no copy of any research report on Indian companies'
GDRs or GDSs will be made available to persons who are not QIBs.

BofA Securities India Limited (BofAS India) is regulated by the Securities and
Exchange Board of India (SEBI) and provides the following services in India:
Research, Equity Sales & Trading, Futures & Options, Electronic Trading, Equity
Capital Markets, Debt Capital Markets and M&A. SEBI Registration Nos. Research
Analyst: INHOO0000503, Stock Broking: INZ000217333 (Trading and Clearing
Member of NSE and BSE - Capital Markets and Equity Derivatives), Merchant
Banker: INM000011625, CIN U74140MH1975PLCO18618.

Registration granted by SEBI, Research Analyst Administration and Supervisory
Body (RAASB) of BSE Limited and accreditation from National Institute of
Securities Markets (NISM) in no way guarantee performance of the intermediary or
provide any assurance of returns to investors.

BofAS India’s registered office is at Ground Floor, A Wing, One BKC, G Block, Bandra
Kurla Complex, Bandra (East), Mumbai 400 051, India, Tel: +91 22 6632 8000 and
the contact details of its Compliance Officer (Shervin Purohit) are: Tel: (91-22) 6632
8853, Email: shervin.purohit@bofa.com. For specific grievances, if any, please
contact the Grievance Officer (Amish Shah) and contact details are: Tel: (91-22)
6632 8000, Email: dg.rsch_in_complaint@bofa.com or visit Research- BofA
Securjties India Regulatory Information for further details on the grievance redressal

mechanism.
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