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embracing discomfort
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Sentiment toward China is negative amid a weak macroeconomic outlook and
geopolitical concerns, but there are opportunities for investors willing to seek them.

The next phase of China’s growth is likely to be “going global” as Chinese firms
increasingly seek to challenge overseas competitors.

There will be winners and losers in this process, making an active investment
approach essential for capitalizing on dispersion and disruption.

I hroughout my career of more than
30 years as an international equity

investment professional, | have consistently
been captivated by China’s remarkable
growth. And despite current geopolitical
tensions, a weak macroeconomic outlook,
and poor investor sentiment, China’s
market remains a very important one.

During a recent three-week stay in Hong
Kong, | had the privilege of engaging with
prominent investment leaders in the region
at T. Rowe Price’s Asia Investment Forum.
| emphasized the crucial importance of
embracing uncertainties when investing
in China, echoing the words of Howard
Marks, one of my investment heroes, who
famously said that the most successful
investors are “comfortable being
uncomfortable.” | firmly believe that the

best investment decisions are often made
when one feels the most discomfort.

China currently looks very different from

a macro versus micro perspective. At a
macro level, the faltering property sector
and the attendant deleveraging cycle

will continue to cast a shadow over the
economy. This is being registered through
lower economic activity—building China
(fixed asset creation) has been a major
driver of the economy for decades, and the
negative wealth effects of lower property
prices will impact the Chinese consumer.

China needs to find a new growth model,
but it would be a mistake to conflate GDP
growth with asset returns. We took 47

of our investment professionals to China

in September, the first gathering of
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our emerging markets team since the
pandemic. We saw that business leaders
have adjusted to the new reality with a focus
on the need to cut costs and restructure.
China’s industrial base continues to
benefit from significant technological and
productivity upgrades. Although foreign
direct investment is currently down, the
competitive advantage in the quality of
supply chains means that China will likely
remain the manufacturing base of choice
for multinationals for many years.

Opportunities are there for the
“carefully contrarian”

At the micro level, however, we believe
China offers some very compelling
opportunities. And for “carefully contrarian”
investors who are willing to look past the
negative sentiment toward the country,
valuations are very favorable.

The carefully contrarian stance is supported
by field research conducted by our
investment professionals. In September,

| joined a group of 47 T. Rowe Price portfolio
managers and analysts on a research trip to
China, the first since the pandemic, to gain
firsthand insights into dynamics of Chinese
companies and the market. During the
week-long trip, we engaged with companies
spanning the consumer, technology, and
auto industries, all of which displayed
acute awareness of the geopolitical
situation and the macro weaknesses
resulting from property deleveraging. We
observed that Chinese firms have been
increasingly proactive in managing their
businesses to cope with reduced demand.

Global investors remain underweight
Chinese stocks, and there are likely to be
selective idiosyncratic opportunities in
companies with strong fundamentals. The
A-share market remains highly inefficient,
but there are deep pockets of opportunity
there, particularly in areas benefiting

from the technological upgrade of China’s
industrial base, as well as innovative areas
such as the electric vehicle ecosystem.

Chinese tech firms seek global
expansion

Looking ahead, | believe that the next
phase of China’s growth is likely to be
“going global.” For example, China’s quality
supply chains make it the preferred
manufacturing base for many multinational
companies, and its lead in battery tech
and electric vehicles (EVs) positions the
Chinese auto industry to expand globally.

These technologically advanced Chinese EV
companies are also challenging traditional
automakers in Europe. While Western
consumers have traditionally been hesitant
to consider Chinese automotive brands, the
rise of EVs may change that. In fact, China
has already become the world’s largest auto
exporter, with over 2.14 million cars in the
first half of 2023, driven by demand from
emerging markets. Identifying the future
beneficiaries in this rapidly evolving space
will require careful stock selection.

Exciting investment opportunities can

also be identified in other areas of the EV
ecosystem, including Chinese companies at
the forefront of powertrains, fast charging,
autonomous driving, auto component
supply chains, and industrial equipment
manufacturing. Particularly, those poised
to benefit from volume growth and content
gain stories hold significant potential.

China’s broad and deep equity market

has undergone significant evolution over
the past two decades, and we believe

this transformation is likely to continue.
Everyone came away from the research trip
to China with a clear conclusion that there's
alpha to be made in China. But there will
be winners and losers, making an active,
bottom-up investment approach crucial for
capitalizing on dispersion and disruption
to generate substantial alpha. | also think
asset allocators and institutional investors
may consider allocating a portion of their
diversified, long-term portfolios to China,
positioning themselves for a time when
sentiment eventually turns more positive,
and capital flows back into the market.

"Source: China Association of Automobile Manufacturers, 12 July 2023.

2.14 million

The number of cars exported by
China in the first half of 2023.
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T. Rowe Price identifies and actively invests in opportunities to help people thrive in an
evolving world, bringing our dynamic perspective and meaningful partnership to clients
so they can feel more confident.

Important Information

This material is being furnished for general informational and/or marketing purposes only. The material does not constitute or undertake to give
advice of any nature, including fiduciary investment advice, nor is it intended to serve as the primary basis for an investment decision. Prospective
investors are recommended to seek independent legal, financial and tax advice before making any investment decision. T. Rowe Price group of
companies including T. Rowe Price Associates, Inc. and/or its affiliates receive revenue from T. Rowe Price investment products and services. Past
performance is not a reliable indicator of future performance. The value of an investment and any income from it can go down as well as up.
Investors may get back less than the amount invested.

The material does not constitute a distribution, an offer, an invitation, a personal or general recommendation or solicitation to sell or buy any securities
in any jurisdiction or to conduct any particular investment activity. The material has not been reviewed by any regulatory authority in any jurisdiction.
Information and opinions presented have been obtained or derived from sources believed to be reliable and current; however, we cannot guarantee the
sources’ accuracy or completeness. There is no guarantee that any forecasts made will come to pass. The views contained herein are as of the date
written and are subject to change without notice; these views may differ from those of other T. Rowe Price group companies and/or associates. Under
no circumstances should the material, in whole or in part, be copied or redistributed without consent from T. Rowe Price.

The material is not intended for use by persons in jurisdictions which prohibit or restrict the distribution of the material and in certain countries the
material is provided upon specific request. It is not intended for distribution to retail investors in any jurisdiction.

DISCLOSURE CONTINUES ON THE FOLLOWING PAGE.
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Australia—Issued by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 28, Governor Phillip Tower, 1 Farrer Place, Sydney
NSW 2000, Australia. For Wholesale Clients only.

Brunei—This material can only be delivered to certain specific institutional investors for informational purpose only. Any strategy and/or any products
associated with the strategy discussed herein has not been authorised for distribution in Brunei. No distribution of this material to any member of the
public in Brunei is permitted.

Canada—Issued in Canada by T. Rowe Price (Canada), Inc. T. Rowe Price (Canada), Inc.’s investment management services are only available to
Accredited Investors as defined under National Instrument 45-106. T. Rowe Price (Canada), Inc. enters into written delegation agreements with affiliates
to provide investment management services.

Colombia, Chile, Mexico, Peru, Uruguay—This material is prepared by T. Rowe Price International Ltd - Warwick Court, 5 Paternoster Square, London,
EC4M 7DX which is authorised and regulated by the UK Financial Conduct Authority - and issued and distributed by locally authorized distributors only.
For professional investors only.

DIFC—Issued in the Dubai International Financial Centre by T. Rowe Price International Ltd which is regulated by the Dubai Financial Services Authority
as a Representative Office. For Professional Clients only.

EEA—Unless indicated otherwise this material is issued and approved by T. Rowe Price (Luxembourg) Management S.ar.l. 35 Boulevard du Prince Henri
L-1724 Luxembourg which is authorised and regulated by the Luxembourg Commission de Surveillance du Secteur Financier. For Professional Clients only.

Hong Kong—Issued in Hong Kong by T. Rowe Price Hong Kong Limited, 6/F, Chater House, 8 Connaught Road Central, Hong Kong. T. Rowe Price Hong
Kong Limited is licensed and regulated by the Securities & Futures Commission. For Professional Investors only.

Indonesia—This material is intended to be used only by the designated recipient to whom T. Rowe Price delivered; it is for institutional use only. Under
no circumstances should the material, in whole or in part, be copied, redistributed or shared, in any medium, without prior written consent from
T. Rowe Price. No distribution of this material to members of the public in any jurisdiction is permitted.

Korea—This material is intended only to Qualified Professional Investors. Not for further distribution.

Mainland China—This material is provided to qualified investors only. No invitation to offer, or offer for, or sale of, the shares will be made in the
mainland of the People’s Republic of China (“Mainland China”, not including the Hong Kong or Macau Special Administrative Regions or Taiwan) or by
any means that would be deemed public under the laws of the Mainland China. The information relating to the strategy contained in this material has not
been submitted to or approved by the China Securities Regulatory Commission or any other relevant governmental authority in the Mainland China. The
strategy and/or any product associated with the strategy may only be offered or sold to investors in the Mainland China that are expressly authorized
under the laws and regulations of the Mainland China to buy and sell securities denominated in a currency other than the Renminbi (or RMB), which is the
official currency of the Mainland China. Potential investors who are resident in the Mainland China are responsible for obtaining the required approvals
from all relevant government authorities in the Mainland China, including, but not limited to, the State Administration of Foreign Exchange, before
purchasing the shares. This document further does not constitute any securities or investment advice to citizens of the Mainland China, or nationals with
permanent residence in the Mainland China, or to any corporation, partnership, or other entity incorporated or established in the Mainland China.

Malaysia—This material can only be delivered to specific institutional investor. This material is solely for institutional use and for informational purposes
only. This material does not provide investment advice or an offering to make, or an inducement or attempted inducement of any person to enter into or
to offer to enter into, an agreement for or with a view to acquiring, disposing of, subscribing for or underwriting securities. Nothing in this material shall be
considered a making available of, solicitation to buy, an offering for subscription or purchase or an invitation to subscribe for or purchase any securities, or
any other product or service, to any person in any jurisdiction where such offer, solicitation, purchase or sale would be unlawful under the laws of Malaysia.

New Zealand—Issued by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 28, Governor Phillip Tower, 1 Farrer Place,
Sydney NSW 2000, Australia. No Interests are offered to the public. Accordingly, the Interests may not, directly or indirectly, be offered, sold or delivered
in New Zealand, nor may any offering document or advertisement in relation to any offer of the Interests be distributed in New Zealand, other than in
circumstances where there is no contravention of the Financial Markets Conduct Act 2013.

Philippines—ANY STRATEGY AND/ OR ANY SECURITIES ASSOCIATED WITH THE STRATEGY BEING DISCUSSED HEREIN HAVE NOT BEEN
REGISTERED WITH THE SECURITIES AND EXCHANGE COMMISSION UNDER THE SECURITIES REGULATION CODE. ANY FUTURE OFFER OR SALE
OF THE STRATEGY AND/ OR ANY SECURITIES IS SUBJECT TO REGISTRATION REQUIREMENTS UNDER THE CODE, UNLESS SUCH OFFER OR SALE
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