
Video subject: Investment Strategy for the AI ​ ​ Era of Capital-Intensive Assets

Video highlights:

 Recent sharp corrections across major Asian indices, including Nikkei 225, KOSPI and
TWSE, reflect growing concern over the actual return on investment (ROI) for AI. This
marks a pivotal structural shift: the AI narrative is transitioning from a speculative
growth story to a rigorous evaluation of sustainable profitability amid massive capital
expenditure (Capex).

 To accelerate data centers and server construction, hyperscalers have dramatically
scaled up Capex, with aggregate spending projected to exceed $700 billion USD this
year—nearly doubling last year's figures. As this expenditure approaches or exceeds
operational cash flows, tech giants are issuing massive volumes of corporate bonds to
bridge the financing gap.

 This surge in supply has begun widening investment-grade credit spreads. Investors are
demanding higher new-issue premiums, which pressure secondary bond markets and
reduce overall digestion capacity. This confirms that AI is becoming a capital-intensive,
long-duration asset that cannot be fully covered by near-term cash flows. This
imbalance increases pressure on fixed income markets and drives up long-term yield
risks.

 For fixed income strategy, investors could adopt short-duration bonds, keep the overall
portfolio duration between 4 to 6 years, and diversify away from heavy US bond market
into other regions, such as Asian bond market, especially Chinese bond market has
outperformed major global peers year-to-date.

 For equity strategy, while semiconductor stocks are consolidating, the secular AI theme
remains intact. The focus could be shifted across the broader AI value chain:

o Upstream (Chips): High growth potential but faces intensifying competition and
rising geopolitical supply-chain risks.

o Midstream (Data Centers and Infrastructure): Offers the highest near-term
visibility. Demand for power, liquid cooling tech, and networking equipment
remains incredibly robust.

o Downstream (Applications): Shift allocation towards sectors with more mature
commercialization of AI applications, such as finance, healthcare, and industrials.

 US inflation data came in below expectations, reducing rate hike odds and likely causing
the dollar index to consolidate between 100 to 102 in near term. However, investors
should closely monitor the late-July Fed meeting and its five new task forces for
guidance on inflation, the balance sheet, productivity, and employment.
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Important Note and Risk Disclosure Statement
This document is issued by China CITIC Bank International Limited (“the Bank”) and used for reference purpose only.
The information or opinion herein is not to be construed as professional investment advice or any offer of, or
invitation by or on behalf of the Bank to any person to purchase or sell or acquire or invest in any investment
products. The information or opinion presented has been developed internally and/or taken from sources believed to
be reliable, but the Bank makes no warranties or representation as to the accuracy, correctness, reliabilities or
otherwise with respect to such information or opinion, and assume no responsibility for any omissions or errors in the
content of this document. For information which is provided by the Information Provider and other companies such
as fund houses, it is being re-transmitted by the Bank in the ordinary course of business to you for general
information and reference purposes only. The Bank makes no warranties or representation as to the accuracy. This
document is not intended to provide any investment advice. Investors should not make investment decisions solely
based on the content of this document, nor should they consider any content in this document as guidance for
determining whether individual markets are suitable for investment. Before making any investment decision,
investors should carefully consider the risk factors relating to an investment product in light of their own financial
circumstances, investment objectives and experiences and other personal circumstances, and should seek
appropriate professional advice if necessary. The Bank accepts no liability for any direct, special, indirect,
consequential, incidental damages or other loss or damages of any kind arising from any use of or reliance on the
information or opinion herein.

Investment involves risks, investment value and return may go down as well as up. Past performance of each
investment product is not indicative of its future performance. Losses may be incurred but may not necessarily result
in profits as a result of buying and selling investment product. Investment in emerging markets involves above
average investment risks, such as possible fluctuations in foreign exchange rates, political and economic uncertainties.
The price of securities fluctuates, sometimes dramatically. The price of securities may move down or up and may
become valueless. It is as likely that losses will be incurred rather than profits made as a result of buying or selling
securities.

When investing in high-yield or unrated bonds or related products, investors face higher default risk, credit risk or
liquidity risk, and are more susceptible to the impact of economic cycles. During economic downturns, their value
typically declines more as (i) investors become more risk-averse and (ii) default risk increases. Foreign currency
investments are subject to exchange rate risk which may result in gain or loss. The fluctuation in the exchange rate of
foreign currency may result in losses in the event that customer converts the foreign currency into HKD or other
foreign currencies. Renminbi is not freely convertible at present. The actual conversion arrangement will depend on
the restrictions prevailing at the relevant time.

China CITIC Bank International Limited is an authorized institution under the Banking Ordinance and is regulated by
the Hong Kong Monetary Authority

This document is issued by the China CITIC Bank International Limited and has not been reviewed by the Securities
and Futures Commission ("SFC") or any regulatory authority in Hong Kong.

No part of this document may be reproduced or transmitted in any form or by any means without the prior written
permission of the Bank.


