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Everbright Securities International:
Cooling U.S. Rate Cut Expectations Push Flows into Resilient Assets

Mainland & HK Markets and Al Become Dual Investment Themes in H2

* * *

H2 Asset Allocation Themed by “Diversification and Autonomy amid Shifts” in Three
Key Themes:
1. Mainland & HK Markets Focus on SOE Tailwinds and Consumption;
2. Positioning in Top U.S. Al Growth Stocks;
3. Balanced Defensive Allocation to Investment-grade Bonds

* * *

HSI 2026 H2 Target at 28,000
Four key sectors in Hong Kong stocks:
Al, Innovative Pharmaceuticals; Power Equipment; Domestic Consumption

* * *

FX Outlook:
U.S. Dollar Index to Trade Rangebound; RMB and Gold Show Upside Potential

Summary:
Everbright Securities International’s Product Development and Retail Research
Department (PDRR) expects global markets to face heightened geopolitical shifts in the
second half of 2026, including accelerating energy transition, global supply chain
realignment, persistent inflationary pressure and other challenges amid uncertainty.
Against this backdrop, the asset allocation strategy will shift from “Treasure Hunt at
Valuation Heights” in the first half to “Diversification and Autonomy amid Shifts” in the
second half, emphasizing autonomous strategies and diversified portfolios to navigate
volatility.
The Hang Seng Index (HSI) once hit a high of 28,000 in H1 before retreating under the
impact of Middle East tensions. However, with improving economic fundamentals of
Mainland China and valuation pullbacks, HSI is poised to retest yearly high in H2 of this
year as expected.
Highest index targets in 2026: 28,000 for HSI; 6,000 for Hang Seng Tech Index; and 4,500
for Shanghai Composite Index.
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With a slower pace of rate cuts from the U.S. Federal Reserve (“the Fed”) and global
political and economic shifts, EBSI highlights three core allocation pillars: 1. Mainland and
Hong Kong stock markets benefiting from policy tailwinds exhibit valuation advantages; 2.
U.S. Al leaders maintain earnings growth by virtue of technological monopolies; 3.
Investment-grade bonds are leveraged for their safe-haven attributes. By means of this
strategy of diversification and autonomy, investors can build portfolios with both stability
and long-term growth potentials amid volatile market conditions.

FX and Commodity Strategies: The U.S. Dollar Index (DXY) is expected to trade remain
rangebound, with gold poised for a rebound in H2. Additionally, RMB remains a strategic
holding, with CNH likely to strengthen toward 6.7 in H2 of 2026.

Hong Kong, June 2, 2026 — China Everbright Securities International Limited (“EBSI” or “the
Company”) notes that global markets sought equilibrium in H1 of 2026 amid a complex political
and economic landscape. Key focus included the Fed'’s cautious easing trajectory, geopolitical
disruptions to supply chains, and the monetization of artificial intelligence (Al). Looking ahead,
markets are entering a pivotal phase of transition. If U.S. rate cut expectations continue to
moderate, assets with strong fundamentals and defensive qualities are set to outperform. In
the H2 of 2026, asset allocation should center on “Diversification and Autonomy amid Shifts”
across three key themes: 1. Mainland and Hong Kong stock markets; 2. U.S. Al-techs

stocks; 3. Investment-grade bonds.

1. Mainland and Hong Kong Stock Markets: Valuations Regain Allure

Mainland and Hong Kong stock markets offer more compelling valuations than other richly
priced global markets. Fundamental analysis reveals valuations have corrected to a
reasonable range over H1, and in view of favorable economic performance in Mainland,
rebound potential is expected in H2 as policy tailwinds continue to materialize, with the HSI
target at 28,000.

2. U.S. Al-techs Stocks: Investment Focus Pivots to Profitability

Al remains a primary engine of global growth. In H2 2026, the Al investment focus will pivot
from hardware expansion to genuine profitability. Relying on massive cash reserves and
cutting-edge cloud capabilities, major U.S. technology leaders with remarkable resilience
are able to sustain rapid growth even under high interest rates. Unlike the technology

bubble in the late 1990s, current Al leaders are underpinned by solid free cash flow.
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3. Investment-grade Bonds: Steady Yields in Volatile Markets

As high interest rates are expected to persist for a prolonged period, bond market allocation
requires increasing prudence. Limited room for the Fed rate cuts in H2 of 2026 and rising
market risk aversion render investment-grade bonds a portfolio choice. These instruments
can not only provide steady interest returns but mitigate yield risks amid market volatility,
achieving a balance between offense and defense. Investment-grade bonds have greater
defensive value than high-yield bonds at risk of an economic slowdown. Incorporating
investment-grade bonds into portfolios is conducive for asset preservation and risk hedging
under the framework of “Diversification and Autonomy”.

Hong Kong Stocks: U.S.-lran Tensions Capped Gains in H1; Uptrend Expected to

Resume in H2
EBSI projected in December last year that HSI could reach the 30,000 target in 2026. As
shown by the trajectory of Hong Kong stocks in H1, HS| extended its uptrend from last year at

the beginning of the year, and once reclaimed 28,000. However, the impact of the U.S.-Iran

tensions led to pullbacks starting from March, erasing most early year gains.

Mainland economy delivered a solid start this year, with a year-on-year increase of 5.0% in Q1
GDP. External trade and domestic consumption performed well, and fixed-asset investment
showed signs of bottoming out and stabilizing. In addition, Mainland’s improving price
conditions, accelerating year-on-year CPI growth, and narrowing gap between Q1 GDP and
nominal GDP all reflect an improvement in domestic consumer sentiment. The Q1
performance of Mainland economy will bolster investment market confidence in achieving the
full-year economic growth target, having a relatively positive effect on the trajectory of Hong
Kong stocks in H2.

Kenny Ng, Securities Strategist of EBSI, stated, “Hong Kong stocks extended the
momentum of a major rebound wave formed since January 2024 into H1, and geopolitical
factors affected the path of this wave but did not alter the trend.

After pullbacks in recent months, the current forward price-to-earnings ratio for HSI has dipped
again to marginally above the average of the last 5 years. With improving broader
fundamentals of Mainland economy, Hong Kong stocks are expected to resume its upward
valuation recovery trajectory. Moreover, the current robust performance of external markets,
along with the potential of Mainland stock markets to hit new highs in H2, is expected to drive
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a rebound in Hong Kong stocks.

The strong trajectory of RMB exchange rate in H1 partly reflects international investors’
optimism toward the appreciation potential of Chinese assets. Besides, steady southbound
inflows have continued throughout the period, and we expect future capital flows to further
deepen liquidity in the Hong Kong equity market, in line with our projections 6 months ago.”

Current HK Stock Valuation is close to the average

EBSI believes HSI has a room to retest this year’s high in H2. Moreover, the first-half trading
range has been well below the 20-year average, suggesting volatility may broaden in the
months ahead. Supported by an improving macro backdrop, undemanding valuations and
sustained capital inflows, HSI is expected to remain on an upward trajectory within a broad
ascending channel in H2.

The four major sectors we recommended in H1, including Chinese Financials, Intelligent
Technology, Energy and Nonferrous Metals, and Local Financials, have delivered outstanding
performance, with an average maximum cumulative return exceeding 30%, significantly
outperforming the broader market over the same period. In H2, in addition to continuous
appropriate exposure to these sectors, attention may be paid to four new sectors including Al,
Innovative Pharmaceuticals, Power Equipment and Domestic Consumption. Al and Innovative
Pharmaceuticals benefit respectively from an explosive growth phase in Al applications and
encouraging progress in overseas expansion; Power Equipment and Domestic Consumption
are driven by accelerated energy transition and a recovery in consumer confidence.

FX Outlook — U.S. Dollar Index is expected to remain rangebound; Gradual Allocation
to RMB and Gold
The U.S. Dollar Index (DXY) held firm in H1, mainly benefiting from the prudent policy stance

of the Fed. As markets anticipate potential rate cuts may be pushed back to 2027, the U.S.
Dollar Index is expected to fluctuate between 96.3 and 100.5 in H2, tending to show a neutral
trend. Leadership changes at the Fed and improved policy transparency may cap further
upside in the U.S. dollar, offering other currencies a respite. Gold remains a core hedge amid
rising global uncertainty. Geopolitical risks and inflation uncertainty will continue to lift gold
prices; we have raised the target price for spot gold in H2 of 2026 to US$5,600 per ounce.
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Kimmy Tong, Global Markets & FX Strategist of EBSI, believes, “The Fed is expected to
remain cautious about cutting rates in H2. Investors should focus on strengthening portfolio
resilience. We maintain a neutral-to-positive view on RMB. With the economic structure
optimization in Mainland, confidence in RMB is gradually growing in terms of international
trade and reserves. Looking ahead to H2, RMB will remain resilient amid shifts. CNH is
expected to strengthen toward 6.7 in H2 of 2026. RMB could be one of preferred currencies

for diversifying U.S. dollar risks.”

EBSI hold a neutral view on crude oil prices in H2 of 2026. The impact of the U.S.-Iran tensions
and disruptions to passage through the Strait of Hormuz have tightened crude oil supply, but
we believe oil price movements are primarily news-driven. Escalating geopolitical tensions
have triggered market concerns over supply chain disruptions, providing periodic stimulus and
rebound momentum for oil prices. Nevertheless, in the absence of sustained favorable
fundamentals, gains driven by these political factors are likely to be relatively short-lived. WTI
crude is expected to find support around US$67.8 per barrel on the downside. Volatility in the
energy sector will intensify due to international political contests. A prudent approach to asset
allocation is warranted.

(From left) Kenny Ng, Securities Strategist, and Kimmy Tong, Global Markets & FX Strategist
of Everbright Securities International, share their views on 2026 H2 market outlook.

-End -



HKEFH

EVERBRIGHT SECURITIES

EH PR

INTERNATIONAL

About Everbright Securities International

Everbright Securities International* (“EBSI”) is a leading financial services institution serving individuals,
corporations and institutions in the region for over 56 years. As an international business platform of
Everbright Securities Company Limited (“Everbright Securities”, SSE: 601788, HKEX: 6178), EBSI’s
business encompasses five key areas: Wealth Management, Corporate Finance & Capital Markets,
Institutional Business, Asset Management, and Investment & Financing.

Operating under the Everbright Securities International brand and business brand “EBSI Wealth”, as
well as service brands “EBSI Private”, “EBSI Direct” and “EBSI Forex”, EBSI provides clients with a
holistic suite of wealth enhancement, capital financing and investment management services.

Everbright Securities, as the core financial service platform of China Everbright Group Co., Ltd. (“China
Everbright Group”), is one of the first three innovative pilot companies approved by the China Securities
Regulatory Commission. Backed by the solid support of China Everbright Group and Everbright
Securities, EBSI aims to be an influential first-class wealth management brand based in Hong Kong
with global vision.

Currently, EBSI has about HK$84 billion** in customer assets and maintains Moody’s “Baa3” long-term
issuer and “Prime-3” short-term issuer credit ratings. For more information, please visit
www.ebshk.com.

*EBSI refers to the group of companies including China Everbright Securities International Company Limited,
Everbright Securities International (HK) Limited and their respective subsidiaries, associated and affiliated
companies.

**As of March 31, 2026
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