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June Chua, Head of Asia Equities, shares her latest perspectives on what the US mid-
term election results could mean for Asian equities. While selected markets and sectors
may see near-term volatility as investors assess the implications for fiscal policy, trade,
regulation and US Treasury yields, the overall impact on Asian equities may be limited.

More importantly, domestic growth drivers, policy priorities and company fundamentals

are likely to remain the key drivers of the region’s equity markets.

Key points:

o The overall impact of US midterm elections
on Asian equities may be limited, despite
selected markets and sectors could
experience near-term volatility.

¢ Domestic growth drivers, policy priorities and
company fundamentals are likely to remain
the key drivers of the region’s equity markets.

e For China/HK equities, we continue to see
significant opportunities in industrials, given
the Chinese Mainland’s sizeable market
share in advanced manufacturing equipment.

e For Asian equities, we believe the mispricing
across the Asian Al supply chain may create
opportunities for medium-term investors.

e For India, we continue to favour healthcare
and industrials, where we see limited
medium-term impact from the US mid-term
election outcome.

' Bloomberg, 9 November 2026. Returns in index currencies. Past
performance information presented is not indicative of future
performance.

Implications of US midterm
elections on Asian equities

China/Hong Kong equities

China and Hong Kong equity markets registered
positive gains during the week of 2 November 2026,
with the MSCI China Index gaining 5.3% and the
Hang Seng Index rising 5.1%, while the Shanghai
Composite Index rose 1.4%".

While trade-related uncertainties between the
Chinese Mainland and the US may not disappear
entirely, any moderation in tariff policies would be
positive for the Chinese Mainland overall.

Over the past four years, the Chinese Mainland has
already diversified its export destinations away from
the US and increasingly towards emerging markets.
Year to date in 2026, the Chinese Mainland’s exports
have continued to show strong growth (36.3% year-
on-year versus +25.0% year-on-year in August
2026), supported by export demand for technology
and advanced manufacturing products. We also
believe moderating oil prices should benefit the
Chinese Mainland’s exporters and downstream
sectors, including chemicals and refining.

In healthcare, as US Democrats consider policies
aimed at healthcare affordability and broader access
to lower-cost drugs, this may potentially benefit
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Chinese  Mainland biotechnology = companies
pursuing out-licensing opportunities, while US
pharmaceutical companies face patent expiries for
their drugs.

In the data centre space, US data centre capacity
constraints may lead to some demand spilling over
into Asia, while rising computing demand in the
Chinese Mainland and supportive policy dynamics
should underpin data centre build-out across the
Chinese Mainland and the rest of Asia. The Chinese
Mainland may also benefit from the global expansion
of data centre infrastructure, given that it accounts for
approximately 60% of the global market for optical
modules and around 60% of the global market for
printed circuit boards (PCBs) and copper-clad
laminates (CCLs).

More importantly, the Chinese Mainland continues to
pursue greater technological self-sufficiency, which
should benefit the broader domestic Al supply chain.
The Chinese Mainland is reportedly developing a
five-year roadmap for national Al data centres,
targeting approximately RMB2 trillion for nationwide
Al computing clusters and at least 80% domestic
technology adoption?. As such, these initiatives
should benefit the local supply chain.

In industrials, the investment team continues to see
significant  opportunities, given the Chinese
Mainland’s sizeable market share in advanced
manufacturing equipment. The sector should
continue to benefit from Chinese companies’
overseas expansion, supported by the country’s
relative cost advantages and competitive positioning.

Taiwan equities

Taiwan’s equity market underperformed the rest of
the region during the week of 2 November 2026,
declining 12.2%, dragged by the technology-related
supply chain’. In terms of fund flows, qualified foreign
institutional investors were net sellers of cash
equities, while domestic funds were net buyers
across sectors. After the market close on 6
November 2026, Taiwan’s financial regulator
stepped in to cap the volume of intraday short-selling
orders for borrowed securities at 3% and announced

2 Source: Morgan Stanley research, November 2026

its readiness to deploy the NT$500 billion stock
stabilisation fund. The Taiwan equity market
subsequently rebounded 4.9% on 9 November 2026
1

The investment team believes that the real surprise
was not the Democratic win itself, but the breadth of
the result, with the outcome in Texas pointing to a
more uncertain policy backdrop for future Al data
centre build-out in the US. However, the team does
not see an immediate impact on committed plans for
2027-2028, although visibility beyond 2028-2029 has
reduced, particularly given the potential for greater
scrutiny of data centre approvals and power
consumption.

Over the medium to longer term, we expect the Al
investment cycle to broaden from a focus on “faster
chips” to “better systems”, with networking and
interconnect infrastructure, as well as power and
cooling systems, becoming increasingly important
bottlenecks and potential sources of growth in
semiconductor and infrastructure content.

Asia equities

For Asia more broadly, the investment team believes
that policy changes following the election may affect
the pace of data centre build-out in the US. Industry
models estimate US data centre additions of around
62 GW by 2028, with much of this capacity yet to
enter construction. Texas, Ohio and Georgia account
for roughly 25 GW of the planned capacity,
contributing to market concerns over whether some
of these projects could be delayed or ultimately not
proceed.

However, the investment team estimates that
available chip supply could support only around 35-
40 GW of new US data centre capacity in 2028, well
below the planned 62 GW. As a result, many of these
planned data centres would likely have had to wait
for sufficient chip supply in any case. Furthermore,
securing an adequate power supply remains an
important constraint on data centre development.

From an investment perspective, we believe the
mispricing across the Asian Al supply chain may
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create opportunities for medium-term investors. The
investment team sees the next phase of the Al
growth narrative moving from conversational
applications towards paid work applications and
robotics, potentially broadening the range of
beneficiaries across the regional technology supply
chain.

Looking ahead, key developments to monitor include
the results of a global US chip provider in late
November, 2027 capital expenditure budgets from
hyperscalers in January 2027, and the US Federal
Reserve’s December 2026 meeting, particularly for
signals on the direction of interest rates.

India equities

For India, we continue to favour healthcare and
industrials, where we see limited medium-term
impact from the US mid-term election outcome. A
Democratic-controlled Congress could support
higher healthcare spending, which would be positive
for the sector. A stronger US focus on renewable
energy could also benefit Indian renewable energy
companies. Conversely, any slowdown in US capital
expenditure could create near-term headwinds for
Indian industrial companies with US exposure.

From a broader market perspective, lower US bond
yields would ease financial conditions and be
supportive of Indian equities.

Within the technology sector, we remain cautious on
large-cap Indian IT services companies, where Al-
driven productivity gains are creating revenue

deflation. We are more selective within the mid-cap
IT space, favouring companies that enable corporate
Al adoption while having limited exposure to legacy
businesses.
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