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2026 Outlook Series: Global semiconductor

The global semiconductor industry remains strong — arguably the most robust we have seen in over

three decades. This strength is supported by cutting-edge innovation, rising revenues and robust

capital spending. While risks remain, the outlook for 2026 appears constructive, with demand for

artificial intelligence (Al) applications showing few signs of slowing. Beyond Al, the non-Al markets

could be poised for positive revisions as cyclical recovery gains traction after several years of

consolidation.

Semiconductors poised for
long-term growth amid Al boom

Summary:

e The global semiconductor industry is valued
at over US$500 billion and is projected to
exceed US$1 trillion by 2030, driven largely
by Al adoption across data centres,
automotive, and industrial sectors.

e Capital spending by hyperscale data centres
is expected to rise significantly in 2026 and
2027, underpinned by strong cash flows and
earnings, signalling sustained demand for
advanced chips.

e While Al has dominated markets and
headlines in 2025, we are encouraged by
recent contributions from other areas, both in
semiconductors and Al beneficiaries, which
should continue in future periods.

' Source: Bloomberg, NXP Semiconductor company reports, and
Manulife Investment Management, data as of November 2025.
2 Source: Bloomberg, NXP Semiconductor company reports, and
Manulife Investment Management, data as of November 2025.
3 Source: Hyperscale capital expenditure forecasts; FactSet and
Manulife Investment Management, data as of November 2025.

Market value on the rise

The semiconductor market is valued at over US$500
billion" and is projected to surpass US$1 trillion by
20302. Growth is being fuelled primarily by Al,
especially in data centres, alongside accelerating
demand from automotive and industrial sectors.
Regionally, the focus is on Asia Pacific, which has
the largest market share.

While fluid as more companies update their plans,
capital expenditure among major data-centre
hyperscalers is forecast to rise 30% in 2026 and 15%
in 2027 3, supported by strong free cash flow
generation, healthy earnings and favourable returns
on investment (ROI). This trend suggests continued
momentum for the industry.

Resilience after volatility

The PHLX Semiconductor Sector Index (SOX)
experienced sharp declines in April 2025 following
tariff-related uncertainty, but the recovery was swift.
Historically, when the SOX bottoms, it has
outperformed the S&P 500 over one- and two-year
periods — a pattern worth noting for long-term
investors®.

4 Source: SOX historical outperformance before and after major declines;
SOX outperformance relative to S&P 500; Manulife Investment
Management and FactSet Research Systems, data as of November
2025.
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Current “weather outlook” for semiconductors and Al-related industries

Outlook by end market

Our view
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Al-driven demand is broad-based and shows little
sign of slowing, even as we stay mindful of risks such
as supply-chain constraints and evolving regulations.

We also continue to see multi-year tailwinds for Al
beneficiaries outside of the semiconductor space.
Within advertising, Al is being leveraged to expand
monetization and create more efficient campaigns.
Hyperscale companies report record backlogs as
enterprises sign larger and longer deals to support
internal Al efforts. Consumer applications like
ChatGPT and Gemini should continue to see more
usage, while enterprise use-cases should help to
push ROI even higher in 2026 and beyond. More
broadly, Al is expected to drive an explosion of data
over the next decade, driving demand for solutions
to manage data in a secure way. Overall, we see
increasing opportunities for Al beneficiaries as the
technology proliferates further into day-to-day life.

Risks to monitor

While we believe the outlook for the semiconductor
and Al beneficiary industries remains positive,
several challenges warrant attention:

Power management

Data centres consume vast energy, raising efficiency
concerns. Al generates large datasets, requiring
robust safeguards for data security. Moreover, rapid

Strength continuing into 2026, as multi-year arms race plays out.

Tariff risks are lower, but end-market still slow.

Still uncertain but getting better. Expecting improvement from trough levels.

Selective within mobile market, but CPU demand strengthening.

Broadening demand environment driven by Al and memory investments.

factory expansion in lightly regulated regions could
pose sustainability issues.

Debt capital

We expect an increase in debt issuance to finance
capital spending through 2026. While overall
leverage remains reasonable, and we do not
anticipate significant changes, we continue to
monitor developments.

Trade tensions

Recent signs of easing between the US and China
are encouraging. Our globally diversified exposure
provides flexibility to adjust allocations should
conditions change.

Conclusion

While global growth concerns and geopolitical risks
remain on the radar, they key uncertainty heading
into 2026 could be investor sentiment toward
semiconductors if Al momentum slows. That said, we
expect company fundamentals to stay resilient
throughout the year. Our long-term view remains
constructive on the extended semiconductor industry
and on sectors benefitting from Al adoption.
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Important information

© 2025 Manulife Investment Management. All rights reserved. Manulife,
Manulife Investment Management, Stylized M Design, and Manulife
Investment Management & Stylized M Design are trademarks of The
Manufacturers Life Insurance Company and are used by it, and by its
affiliates under license.

This information is for the exclusive use of the intended institutional
investors or their agents and may not be transmitted, reproduced or used
in whole or in part for any other purpose, nor may it be disclosed or made
available, directly or indirectly, in whole or in part, to any other person
without our prior written consent. It is intended only for recipients in
jurisdictions where receiving this information is permitted by law.

The distribution of the information contained in this presentation may be
restricted by law and persons who receive it are required to comply with
any such restrictions. The contents of this presentation are not intended
for distribution to, or use by, any person or entity in any jurisdiction or
country in which such distribution or use would be contrary to any
applicable laws or regulations. By accepting this material, you confirm
that you are aware of the laws in your own jurisdiction relating to the
provision and sale of the funds, portfolios or other investments discussed
in this presentation and you warrant and represent that you will not pass
on or use the information contained in this presentation in a manner that
could constitute a breach of such laws by any Manulife entity or any other
person.

About Manulife Wealth & Asset Management

As part of Manulife Financial Corporation, Manulife Wealth & Asset
Management provides global investment, financial advice, and
retirement plan services to 19 million individuals, institutions, and
retirement plan members worldwide. Our mission is to make decisions
easier and lives better by empowering people today to invest for a better
tomorrow. As a committed partner to our clients and as a responsible
steward of investor capital, we offer a heritage of risk management, deep
expertise across public and private markets, and comprehensive
retirement plan services. We seek to provide better investment and
impact outcomes and to help people confidently save and invest for a
more secure financial future. Not all offerings are available in all
jurisdictions. For additional information, please visit manulifeim.com.

Manulife | CQS Investment Management, is a trading name of CQS (UK)
LLP, authorised and regulated by the UK Financial Conduct Authority,
and/or CQS (US), LLC, which is a registered investment adviser with the
US Securities and Exchange Commission and a member of the National
Futures Association. The term “CQS” or “Manulife | CQS Investment
Management” as used herein may include one or both of CQS (UK) LLP
and CQS (US), LLC. Manulife | CQS Investment Management is a
subsidiary of Manulife Investment Management (Europe) Limited.

This material has not been reviewed by, is not registered with any
securities or other regulatory authority, and may, where appropriate, be
distributed by the following Manulife entities in their respective
jurisdictions. Additional information about Manulife Investment
Management may be found at manulifeim.com/institutional

Australia: Manulife Investment Management Timberland and Agriculture
(Australasia) Pty Ltd, Manulife Investment Management Timberland and
Agriculture Inc, Manulife Investment Management (Hong Kong) Limited.
Canada: Manulife Investment Management Limited, Manulife Investment
Management Distributors Inc., Manulife Investment Management (North
America) Limited, Manulife Investment Management Private Markets
(Canada) Corp. Chinese Mainland: Manulife Overseas Investment Fund
Management (Shanghai) Limited Company. European Economic Area:
Manulife Investment Management (Ireland) Ltd. which is authorised and
regulated by the Central Bank of Ireland Hong Kong: Manulife
Investment Management (Hong Kong) Limited. Indonesia: PT Manulife
Aset Manajemen Indonesia. Japan: Manulife Investment Management
(Japan) Limited. Malaysia: Manulife Investment Management (M)
Berhad 200801033087 (834424-U) Philippines: Manulife Investment
Management and Trust Corporation. Singapore: Manulife Investment
Management (Singapore) Pte. Ltd. (Company Registration No.

200709952G) South Korea: Manulife Investment Management (Hong
Kong) Limited. Switzerland: Manulife IM (Switzerland) LLC. Taiwan:
Manulife Investment Management (Taiwan) Co. Ltd. United Kingdom:
Manulife Investment Management (Europe) Ltd. which is authorised and
regulated by the Financial Conduct Authority

United States: John Hancock Investment Management LLC, Manulife
Investment Management (US) LLC, Manulife Investment Management
Private Markets (US) LLC and Manulife Investment Management
Timberland and Agriculture Inc. Vietnam: Manulife Investment Fund
Management (Vietham) Company Limited.

No Manulife entity makes any representation that the contents of this
presentation are appropriate for use in all locations, or that the
transactions, securities, products, instruments, or services discussed in
this presentation are available or appropriate for sale or use in all
jurisdictions or countries, or by all investors or counterparties. All
recipients of this presentation are responsible for compliance with
applicable laws and regulations.

This material is intended for the exclusive use of recipients in jurisdictions
who are allowed to receive this information under their applicable law.
The opinions expressed are those of the author(s) and are subject to
change without notice. Our investment teams may hold different views
and make different investment decisions. These opinions may not
necessarily reflect the views of Manulife Investment Management or its
affiliates. There can be no assurance that actual outcomes will match the
assumptions or that actual returns will match any expected returns. The
information and/or analysis contained in this material has been compiled
or arrived at from sources believed to be reliable, but Manulife
Investment Management does not make any representation as to their
accuracy, correctness, usefulness or completeness and does not accept
liability for any loss arising from the use of the information and/or analysis
contained here. Neither Manulife Investment Management or its
affiliates, nor any of their directors, officers or employees shall assume
any liability or responsibility for any direct or indirect loss or damage or
any other consequence of any person acting or not acting in reliance on
the information contained here.

The information in this material may contain projections or other forward-
looking statements regarding future events, targets, management
discipline or other expectations, and is only current as of the date
indicated. The information in this material including statements
concerning financial market trends, are based on current market
conditions, which will fluctuate and may be superseded by subsequent
market events or for other reasons. This material was prepared solely for
informational purposes and does not constitute, and is not intended to
constitute, a recommendation, professional advice, an offer, solicitation
or an invitation by or on behalf of Manulife Investment Management or
its affiliates to any person to buy or sell any security or to adopt any
investment strategy, and shall not form the basis of, nor may it
accompany nor form part of, any right or contract to buy or sell any
security or to adopt any investment strategy. Nothing in this material
constitutes investment, legal, accounting, tax or other advice, or a
representation that any investment or strategy is suitable or appropriate
to your individual circumstances, or otherwise constitutes a personal
recommendation to you. Neither Manulife Investment Management nor
its affiliates provide legal or tax advice, and you are encouraged to
consult your own lawyer, accountant, or other advisor before making any
financial decision. Prospective investors should take appropriate
professional advice before making any investment decision. In all cases
where historical performance is presented, note that past performance
does not guarantee future results and you should not rely on it as the
basis for making an investment decision.

The distribution of the information contained in this presentation may be
restricted by law and persons who access it are required to comply with
any such restrictions. The contents of this presentation are not intended
for distribution to, or use by, any person or entity in any jurisdiction or
country in which such distribution or use would be contrary to any
applicable laws or regulations. By accepting this material, you confirm
that you are aware of the laws in your own jurisdiction relating to the
provision and sale of the funds, portfolios or other investments discussed
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in this presentation and you warrant and represent that you will not pass
on or use the information contained in this presentation in a manner that
could constitute a breach of such laws by any Manulife entity or any other
person.

Australia: Manulife Investment Management (Hong Kong) Limited
(Manulife IM (HK)) and Manulife Investment Management Timberland
and Agriculture Inc. (MIMTA) are exempt from the requirement to hold
an Australian financial services license under the Corporations Act 2001
(Cth) in respect to the financial services provided to wholesale clients in
Australia. Manulife IM (HK) and MIMTA accordingly do not hold an
Australian financial services license. Manulife IM (HK) is regulated by the
Securities and Futures Commission of Hong Kong ("SFC") under Hong
Kong laws, and MIMTA is regulated by the Securities and Exchange
Commission of the United States of America under United States of
America laws, both of which differ from Australian laws. This document
is directed at wholesale investors only.

Chinese Mainland: This material is prepared solely for informational
purposes and does not constitute an offer to sell or the solicitation of an
offer to buy any securities in Chinese Mainland to any person to whom it
is unlawful to make the offer or solicitation in Chinese Mainland. The
securities may not be offered, sold or delivered, or offered or sold or
delivered to any person for reoffering or resale or redelivery, in any such
case directly or indirectly, in Chinese Mainland in contravention of any
applicable laws.

The issuer does not represent that this material may be lawfully
distributed, or that any securities may be lawfully offered, in compliance
with any applicable registration or other requirements in Chinese
Mainland, or pursuant to an exemption available thereunder, or assume
any responsibility for facilitating any such distribution or offering. In
particular, no action has been taken by the issuer which would permit a
public offering of any securities or distribution of this material in Chinese
Mainland. Accordingly, the securities are not being offered or sold within
Chinese Mainland by means of this material or any other document.
Neither this material nor any advertisement or other offering material may
be distributed or published in Chinese Mainland, except under
circumstances that will result in compliance with any applicable laws and
regulations.

Further, neither this material nor any funds/strategies mentioned in this
material (if any) has been submitted to or approved by the China
Securities Regulatory Commission or other relevant Chinese
government authorities (which, for the purposes of this paragraph, does
not include the authorities in Hong Kong SAR, Macau SAR or Taiwan
Region), unless otherwise expressly indicated. Securities denominated
in foreign exchange or with the underlying investments in the offshore
markets may only be offered or sold to investors of Chinese Mainland
that are authorized and qualified to buy and sell such securities.
Prospective investors resident in Chinese Mainland are responsible for
obtaining all relevant and necessary approvals from the Chinese
government authorities, including but not limited to the State
Administration of Foreign Exchange (if needed), before investing.

Hong Kong: This material is provided to Professional Investors, as
defined in the Hong Kong Securities and Futures Ordinance and the
Securities and Futures (Professional Investor) Rules, in Hong Kong only.
It is not intended for and should not be distributed to, or relied upon, by
members of the public or retail investors.

Malaysia: This material was prepared solely for informational purposes
and is not an offer or solicitation by anyone in any jurisdictions or to any
person to whom it is unlawful to make such an offer or solicitation.

Singapore: This material is intended for Accredited Investors and
Institutional Investors as defined in the Securities and Futures Act.

South Korea: This material is intended for Qualified Professional
Investors under the Financial Investment Services and Capital Market
Act ("FSCMA"). Manulife Investment Management does not make any
representation with respect to the eligibility of any recipient of these

materials to acquire any interest in any security under the laws of Korea,
including, without limitation, the Foreign Exchange Transaction Act and
Regulations thereunder. An interest may not be offered, sold or delivered
directly or indirectly, or offered, sold or delivered to any person for re-
offering or resale, directly or indirectly, in Korea or to any resident of
Korea, except in compliance with the FSCMA and any other applicable
laws and regulations. The term “resident of Korea” means any natural
person having his place of domicile or residence in Korea, or any
corporation or other entity organized under the laws of Korea or having
its main office in Korea.

Switzerland: This material may be made available in Switzerland solely
to Qualified Investors (as defined in Article 10(3) and (3ter) of the Swiss
Collective Investment Schemes Act ("CISA") and its implementing
ordinance), at the exclusion of Excluded Qualified Investors. The
information provided in this material is for information purpose only and
does not constitute an offer, a solicitation or a recommendation to
contract a financial instrument or a financial service. This document does
not constitute implicit or explicit investment advice. The information
provided herein is general in nature and does not constitute an
advertisement of financial products in Switzerland.

United Kingdom: This communication is directed only at investment
professionals and any investment or investment activity to which it relates
is available only to such persons. Manulife Investment Management
(Europe) Ltd. is authorized and regulated by the Financial Conduct
Authority.

European Economic Area: The data and information presented is
directed solely at persons who are Professional Investors in accordance
with the Markets in Financial Instruments Directive (2004/39/EC) as
transposed into the relevant jurisdiction. Further, the information and
data presented does not constitute, and is not intended to constitute,
"marketing” as defined in the Alternative Investment Fund Managers
Directive. Manulife Investment Management (Ireland) Ltd. is authorized
and regulated by the Central Bank of Ireland.

United States: Manulife Investment Management (US) LLC (Manulife
IM US) and Manulife Investment Management (North America) Limited
(Manulife IM NA) are indirect wholly owned subsidiaries of Manulife. John
Hancock Investment Management LLC and Manulife Investment
Management (US) LLC are affiliated SEC-registered investment advisors
using the brand name John Hancock Investment Management. This
material is not intended to be, nor shall it be interpreted or construed as,
a recommendation or providing advice, impartial or otherwise.
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