
Executive Summary:
•	 AI opportunities are broadening beyond upstream semiconductor infrastructure. Asia remains at the center 

of the transformational artificial intelligence (AI) investment story, as it expands from a narrow focus on 
chips and data centers to a much larger ecosystem spanning memory, compute, power infrastructure, grid 
upgrades, industrial systems and advanced manufacturing. 

•	 Asia’s structural growth story remains intact. The outlook for the region’s equity markets is supported 
by powerful structural drivers including AI, energy transition, infrastructure modernization and domestic 
reform. Taiwan and Korea remain key AI beneficiaries, while China, India and Japan offer attractive 
opportunities driven by resilience, reform and earnings growth.

•	 Quality and stock selection matter more than ever. Market leadership is becoming increasingly uneven 
across sectors and countries. Rather than broad exposure, investors should focus on high-quality 
businesses with strong balance sheets, durable competitive advantages and clear earnings visibility— 
with disciplined stock picking likely to be the key differentiator.
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Asian equity markets remained resilient in the first half of 2026 despite ongoing concerns over global growth, 
elevated interest rates, commodity price volatility and renewed tensions in the Middle East. The rest of this 
year is likely to present a familiar challenge: navigating near-term geopolitical and macro uncertainty,  
while staying anchored to powerful, long-term structural growth drivers.

Key contributors to performance include Taiwan and South Korea, whose technology-led markets are 
benefiting from continued investor optimism around artificial intelligence (AI). At the same time, China is 
demonstrating greater resilience than many investors expected, and India remains supported by strong 
domestic fundamentals and an accelerating CapEx cycle. 

Defensive markets such as Singapore continue to offer earnings visibility amid heightened volatility. Elsewhere 
in the Association of Southeast Asian Nations (ASEAN), we see selective opportunities in markets supported 
by strong domestic demand, infrastructure investment and supply-chain diversification. While the region 
may not offer a level of direct AI exposure comparable to Taiwan or Korea, it remains a valuable source of 
diversification and resilience. 

Taken together, these trends support a constructive outlook for Asia ex Japan equities in the second half of 
2026, though continued selectivity will be important as the market environment evolves.

Although geopolitical risks and commodity price volatility could create periods of turbulence in markets, we 
believe Asia remains well positioned to benefit from the structural growth themes of AI, digital infrastructure, 
energy transition, industrial modernization and domestic reform.

Riding AI’s Enduring Wave
AI remains a key investment theme across Asia, but the narrative is shifting and the opportunity is evolving. 

What began as a semiconductor-focused play on AI compute demand has broadened into a much larger 
ecosystem, encompassing power generation, grid infrastructure, data center development, industrial 
equipment and advanced manufacturing. Asia stands at the center of this transformation, firmly embedded in 
the global AI supply chain. 

The rapid growth in AI token consumption has already accelerated CapEx across the technology complex, 
creating demand-supply imbalances across hardware supply chains. As AI adoption scales, the opportunity 
set is becoming increasingly diverse.

A notable development is the emergence of agentic AI. Unlike earlier AI applications that relied heavily 
on compute-intensive inference workloads, agentic AI introduces more complex workflows involving 
autonomous agents, tool utilization and decision-making processes—activities that require greater processing 
power and substantially larger memory capacity.

This broader compute demand has important implications across the supply chain. Greater compute and 
memory requirements are expected to support demand for advanced substrates, packaging technologies and 
semiconductor materials, extending the growth runway for many Asian technology companies.

The result is an investment landscape that no longer depends solely on a handful of AI leaders. Instead, 
opportunities are emerging across a much wider swath of technology enablers.

That said, investors should expect continued volatility and divergence within the sector. Key drivers include 
the interest-rate sensitivity of high‑growth technology valuations, uncertainty around the sustainability of 
AI-related CapEx and signs of stretched positioning in some stocks following a prolonged rally—all of which 
warrant close monitoring.
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Powering Asia’s AI Build-out
Perhaps the most underappreciated consequence of AI adoption is its impact on energy demand.

As AI models become larger and more compute-intensive, data centers are consuming significantly more 
electricity, driving demand for power generation and related infrastructure. This is creating a powerful 
investment cycle that extends well beyond technology hardware.

Asia is entering a multi-trillion-dollar energy CapEx cycle over the coming years. The implications are  
far-reaching. Grid upgrades, transmission infrastructure, power equipment, battery storage and renewable 
energy development are becoming increasingly central to the AI value chain. Governments and utilities across 
the region are investing heavily to improve energy resilience and accommodate rising electricity demand.

This dynamic is creating attractive opportunities across power equipment manufacturers, electrical 
component suppliers and grid specialists, while also supporting industrial companies poised to benefit from 
infrastructure modernization and rising data center power demand.

If AI investment continues to accelerate through increasingly sophisticated models and larger-scale data 
centers, demand is likely to follow. Asian manufacturers are particularly well positioned to capture significant 
value given their competitive advantages in production, scale and cost efficiency.

Taiwan and Korea: The Big AI Beneficiaries 
Among regional markets, Taiwan and South Korea appear best placed to capitalize on the structural AI 
opportunity.

Taiwan occupies a uniquely critical position at the center of global semiconductor supply chains. The market 
produces more than 60% of global semiconductors and more than 90% of leading-edge chips.1 While 
the near-term outlook may be influenced by valuation considerations and cyclical factors, the long-term 
fundamentals remain compelling. 

Structural demand for advanced computing, high-performance chips and AI-related technologies continues 
to support earnings growth across many industry leaders in Taiwan.

South Korea also remains well positioned, particularly within memory semiconductors. It accounts for 
approximately 60% of the global memory semiconductor market, including a 70% share of the global DRAM 
(dynamic random-access memory) market.2 We maintain strong conviction in the earnings outlook for leading 
memory manufacturers, supported by favorable industry dynamics and growing AI-driven demand. 

Importantly, South Korea’s investment case is increasingly supported by domestic reforms. The government’s 
Value-Up program, introduced in 2024,3 established a framework aimed at improving corporate governance 
and shareholder returns. Subsequent policy measures and ongoing implementation efforts through 2025 and 
2026 have sought to further strengthen shareholder rights, reduce the influence of controlling shareholders 
and encourage higher dividend distributions.

Although adoption remains gradual, the direction is clear: The ongoing reform agenda could help narrow the 
longstanding Korea discount over time, supporting both valuations and investor confidence.

China: Resilient and Robust 
China continues to offer a more balanced investment opportunity than headline narratives often suggest.

Despite persistent concerns around the property markets, geopolitical tensions and the uneven recovery in 
domestic demand, China has demonstrated notable resilience during recent periods of global uncertainty. 
The country’s relative insulation from energy supply disruptions compared with many regional peers provides 
additional stability. 
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Overall, economic growth has remained relatively resilient—at around 5% in 2025, in line with official  
targets4—with support from strong export performance and continued strength in higher-end manufacturing 
sectors.5 That strength is increasingly visible in AI hardware, where a number of Chinese manufacturers are 
becoming more important participants in the global supply chain. At the same time, growth has continued to 
be uneven, with domestic demand, consumer spending and infrastructure activity in traditional industries still 
comparatively subdued.

We remain constructive on China given expectations for continued policy support and gradually improving 
investor sentiment. While challenges remain, valuations continue to offer an attractive starting point relative to 
many global markets.

Importantly, systemic risks within China’s financial sector appear contained. Large state-owned banks are 
seeing signs of stabilization in net interest margins and asset quality, even as overall loan growth moderates. 
This provides an additional anchor of stability within the broader economy.

With policymakers continuing to prioritize economic stabilization and growth support, we believe 
opportunities remain in high-quality companies benefiting from structural domestic themes and technological 
self-sufficiency initiatives. 

Given the divergence across sectors, stock selection is becoming increasingly important. Rather than relying 
on broad market exposure, investors may be better served by a bottom-up approach focused on areas 
with stronger earnings visibility and independent growth drivers. We continue to see opportunities in AI-
related hardware, electricity and computing-power infrastructure and in large banks offering attractive and 
sustainable dividend yields.

Japan: Reform and Valuation Opportunities
We also remain constructive on Japanese equities for the second half of 2026. While geopolitical tensions  
in the Middle East and higher oil prices could create near-term volatility, we see parallels with previous 
energy-driven market disruptions, where earnings momentum resumed once commodity markets stabilized. 

At the same time, market performance has become increasingly concentrated in a narrow group  
of AI-related stocks. Given elevated valuations in some of these names, we believe opportunities are 
emerging in high-quality companies that have lagged the AI rally despite attractive fundamentals and more 
reasonable valuations.

Domestic policy developments could provide an additional tailwind. Discussions around potential 
consumption tax relief on food and other measures aimed at supporting household spending may help 
improve sentiment toward domestically oriented sectors. 

Meanwhile, ongoing market reforms continue to strengthen the long-term investment case for Japanese 
equities. The Tokyo Stock Exchange’s corporate governance initiatives and the next phase of TOPIX reforms, 
which will place greater emphasis on free-float market capitalization and liquidity, should encourage 
improved capital efficiency and provide structural support for companies that meet the increasingly stringent 
inclusion criteria, particularly within the mid-cap segment.

India: Structural Growth Remains Intact
India continues to present a compelling long-term investment opportunity.

The country’s macro backdrop remains constructive despite recent pressure from higher commodity prices. 
Corporate earnings growth during the March 2026 quarter reinforced our view that underlying structural 
growth drivers are considerably stronger than temporary commodity-related headwinds.6 



MetLife Investment Management  |  PineBridge Investments 5

One of the clearest indicators of this strength is credit growth. Bank credit growth in India has improved to the 
mid-to-high teens, significantly outpacing nominal GDP growth and reflecting strong borrower appetite for 
capacity expansion amid rising demand and improving utilization levels.7 

Equally important, asset quality across the banking system remains exceptionally strong. Nonperforming loans 
remain near historical lows, profitability continues to improve and book values are rising steadily.8 

This combination of strong credit growth and healthy balance sheets creates a favorable environment for 
sustained economic expansion.

Much of the current investment activity is led by sectors benefiting from structural transformation, including 
renewable energy, battery storage, electric vehicle manufacturing, power infrastructure, real estate and 
industrial production.

India’s energy transition is emerging as a key structural opportunity. Despite being a net energy importer, 
declining domestic electricity costs—driven by scalable and cost-efficient renewables, particularly solar—are 
reshaping the energy landscape. India is now the third-largest renewable energy market globally, with solar 
capacity exceeding 150GW as of March 2026.9  

As power becomes increasingly affordable, this transition is expected to drive broad-based electrification, 
alongside sustained infrastructure investment across generation, transmission and storage.

Valuations remain elevated, driven by a reallocation of capital toward small and mid-cap stocks. While foreign 
institutional investor (FII) flows—typically skewed towards large caps—have softened, resilient domestic 
institutional investor (DII) inflows, particularly into small and mid-cap stocks, have supported broader markets, 
reinforcing stability. However, the earnings growth differential appears insufficient to justify the steep 
valuation gap, suggesting that prices may realign more closely with underlying earnings, as the impact of 
these flows recedes.

Navigating Uncertain Times
While recent diplomatic developments have raised hopes for a reopening of the pivotal Strait of Hormuz, the 
path forward remains uncertain, with many key issues unresolved. In the short term, investors remain focused 
on how the situation evolves and the implications for global energy markets.

For Asia, particularly energy importing economies, higher oil prices pose a headwind through slower growth 
and elevated inflation, potentially delaying monetary easing and weighing on consumer spending. However, 
the magnitude of the impact will depend heavily on both the duration of the conflict and the extent of any 
disruption to energy supplies.

That said, the region is starting from a position of relative strength. Corporate balance sheets remain healthy, 
many central banks retain policy flexibility and domestic demand across several key economies is still resilient. 
Unless the conflict escalates significantly, we believe the region can absorb a moderate energy shock without 
fundamentally altering the long-term investment outlook.

Moreover, periods of geopolitical uncertainty often create opportunities for long-term investors to accumulate 
high-quality businesses at more attractive valuations.

Quality Remains Paramount
While market narratives may shift rapidly, our investment philosophy is unchanged. We view geopolitical 
developments and macro shifts as sources of episodic volatility that can give rise to dislocations and 
mispriced opportunities. In such a market environment, we remain focused on high-quality businesses with 
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durable competitive advantages, strong pricing power, solid balance sheets and visible earnings growth  
to effectively navigate uncertainty.

Opportunities remain abundant across Asia, with the region positioned at the center of several of the world’s 
most important structural investment themes, including AI, energy transition, infrastructure modernization and 
domestic economic reform.

Although near-term volatility is likely to persist, we believe the long-term outlook for Asian equities  
remains compelling. 

For investors willing to look beyond short-term uncertainty, Asia’s combination of structural growth, 
improving corporate governance and attractive earnings opportunities provides a strong foundation for 
sustainable returns in the years ahead.

Endnotes
1 Source: US International Trade Administration - Taiwan Semiconductors, “Semiconductors including chip design for AI,” December 1, 2025.
2 Source: Invest Korea - Semiconductor Industry Overview, 2023.
3 Source: Invest Korea - Corporate Value-Up Program, 2024.
4 Source: The World Bank, “China Economic Update—December 2025.”
5 Source: Reuters, “China rides AI wave as exports surge past forecast,” June 8, 2026.
6 Source: The Economic Times, “Analysts lift bets on India Inc after strong March quarter,” June 8, 2026. 
7 Source: RBI Financial Stability Report, December 2025.
8 Source: RBI Financial Stability Report, December 2025. 
9 Source: Ministry of New and Renewable Energy, April 2026.

Authors

PRIYASHA MOHANTY 
Equity Product Specialist, 
PineBridge Investments

SIMON TSOI, CFA, FRM 
Portfolio Manager,  
Asia ex Japan Equities,  
PineBridge Investments

KATERINA IRWAN
Portfolio Manager, 
Asia ex Japan Equities,  
PineBridge Investments

HUZAIFA HUSAIN
Head of India Equities,  
PineBridge Investments

YUKIHIRO IWASAKI
Senior Portfolio Manager,  
Japan Equities,   
PineBridge Investments

https://www.trade.gov/country-commercial-guides/taiwan-semiconductors-including-chip-design-ai?utm
https://www.investkorea.org/ik-en/cntnts/i-312/web.do?utm
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https:/www.investkorea.org/upload/kotraexpress/2024/05/images/Special_Contribution.pdf
https://thedocs.worldbank.org/en/doc/600cd53e2bb24d516b8c3489e5d2c187-0070012025/original/CEU-December-2025-EN.pdf?utm
https://www.reuters.com/world/china/chinas-may-trade-data-beat-forecasts-exporters-rush-orders-ride-ai-wave-2026-06-09/?utm
https://economictimes.indiatimes.com/markets/stocks/news/analysts-lift-bets-on-india-inc-after-strong-march-quarter/articleshow/131576344.cms?utm
https://www.rbi.org.in/Scripts/PublicationReportDetails.aspx?UrlPage=&ID=1308
https://www.rbi.org.in/Scripts/PublicationReportDetails.aspx?UrlPage=&ID=1308
https://www.pib.gov.in/PressReleasePage.aspx?PRID=2250039&lang=1&reg=3


© 2026 MetLife Services and Solutions, LLC, New York, NY 10166 - All Rights Reserved.

Disclaimer
This material is intended solely for Institutional Investors, Qualified Investors and Professional Investors. This analysis is not intended for distribution with 
Retail Investors. 

MetLife Investment Management (MIM), which includes PineBridge Investments, is MetLife Inc.’s institutional investment management business. MIM is 
a group of international companies that provides investment advice and markets asset management products and services to clients around the world. 

This document is solely for informational purposes and does not constitute a recommendation regarding any investments or the provision of any 
investment advice, or constitute or form part of any advertisement of, offer for sale or subscription of, solicitation or invitation of any offer or 
recommendation to purchase or subscribe for any securities or investment advisory services. The views expressed herein are solely those of MIM and do 
not necessarily reflect, nor are they necessarily consistent with, the views held by, or the forecasts utilized by, the entities within the MetLife enterprise 
that provide insurance products, annuities and employee benefit programs. The information and opinions presented or contained in this document are 
provided as of the date it was written. It should be understood that subsequent developments may materially affect the information contained in this 
document, which none of MIM, its affiliates, advisors or representatives are under an obligation to update, revise or affirm. It is not MIM’s intention 
to provide, and you may not rely on this document as providing, a recommendation with respect to any particular investment strategy or investment. 
Affiliates of MIM may perform services for, solicit business from, hold long or short positions in, or otherwise be interested in the investments (including 
derivatives) of any company mentioned herein. This document may contain forward-looking statements, as well as predictions, projections and forecasts 
of the economy or economic trends of the markets, which are not necessarily indicative of the future. Any or all forward-looking statements, as well as 
those included in any other material discussed at the presentation, may turn out to be wrong. 

The various global teams referenced in this document, including portfolio managers, research analysts and traders are employed by the various legal 
entities that comprise MIM. 

All investments involve risks including the potential for loss of principle and past performance does not guarantee similar future results.

For investors in the U.S.: This document is communicated by MetLife Investment Management, LLC (MIM, LLC), a U.S. Securities and Exchange 
Commission (SEC) registered investment adviser. Registration with the SEC does not imply a certain level of skill or that the SEC has endorsed the 
investment adviser. 

For investors in the UK: This document is being distributed by MetLife Investment Management Limited (“MIML”), authorised and regulated by the 
UK Financial Conduct Authority (FCA reference number 623761), registered address One Angel Lane 8th Floor London EC4R 3AB United Kingdom. 
This document is approved by MIML as a financial promotion for distribution in the UK. This document is only intended for, and may only be distributed 
to, investors in the UK who qualify as a “professional client” as defined under the Markets in Financial Instruments Directive (2014/65/EU), as per the 
retained EU law version of the same in the UK.

For investors in the Middle East: This document is directed at and intended for institutional investors (as such term is defined in the various 
jurisdictions) only. The recipient of this document acknowledges that (1) no regulator or governmental authority in the Gulf Cooperation Council (“GCC”) 
or the Middle East has reviewed or approved this document or the substance contained within it, (2) this document is not for general circulation in the 
GCC or the Middle East and is provided on a confidential basis to the addressee only, (3) MetLife Investment Management is not licensed or regulated 
by any regulatory or governmental authority in the Middle East or the GCC, and (4) this document does not constitute or form part of any investment 
advice or solicitation of investment products in the GCC or Middle East or in any jurisdiction in which the provision of investment advice or any 
solicitation would be unlawful under the securities laws of such jurisdiction (and this document is therefore not construed as such).

For investors in Japan: This document is being distributed by MetLife Investment Management Japan, Ltd. (“MIM JAPAN”), a registered Financial 
Instruments Business Operator (“FIBO”) conducting Investment Advisory Business, Investment Management Business and Type II Financial Instruments 
Business under the registration entry “Director General of the Kanto Local Finance Bureau (Financial Instruments Business Operator) No. 2414” pursuant 
to the Financial Instruments and Exchange Act of Japan (“FIEA”), and a regular member of the Japan Investment Advisers Association and the Type II 
Financial Instruments Firms Association of Japan. In its capacity as a discretionary investment manager registered under the FIEA, MIM JAPAN provides 
investment management services and also sub-delegates a part of its investment management authority to other foreign investment management 
entities within MIM in accordance with the FIEA. This document is only being provided to investors who are general employees’ pension fund based 
in Japan, business owners who implement defined benefit corporate pension, etc. and Qualified Institutional Investors domiciled in Japan. It is the 
responsibility of each prospective investor to satisfy themselves as to full compliance with the applicable laws and regulations of any relevant territory, 
including obtaining any requisite governmental or other consent and observing any other formality presented in such territory. As fees to be borne by 
investors vary depending upon circumstances such as products, services, investment period and market conditions, the total amount nor the calculation 
methods cannot be disclosed in advance. All investments involve risks including the potential for loss of principle and past performance does not 
guarantee similar future results. Investors should obtain and read the prospectus and/or document set forth in Article 37-3 of Financial Instruments and 
Exchange Act carefully before making the investments.

For Investors in Hong Kong S.A.R.: This document is being distributed by MetLife Investments Asia Limited (“MIAL”), licensed by the Securities and 
Futures Commission (“SFC”) for Type 1 (dealing in securities), Type 4 (advising on securities) and Type 9 (asset management) regulated activities in Hong 
Kong S.A.R. This document is intended for professional investors as defined in the Schedule 1 to the SFO and the Securities and Futures (Professional 
Investor) Rules only. Unless otherwise stated, none of the authors of this article, interviewees or referenced individuals are licensed by the SFC to carry 
on regulated activities in Hong Kong S.A.R. The information contained in this document is for information purposes only and it has not been reviewed by 
the Securities and Futures Commission.

For investors in Australia: This information is distributed by MIM LLC and is intended for “wholesale clients” as defined in section 761G of the 
Corporations Act 2001 (Cth) (the Act). MIM LLC exempt from the requirement to hold an Australian financial services license under the Act in respect of 
the financial services it provides to Australian clients. MIM LLC is regulated by the SEC under US law, which is different from Australian law. 

For investors in the EEA: This document is being distributed by MetLife Investment Management Europe Limited (“MIMEL”), authorised and regulated 
by the Central Bank of Ireland (registered number: C451684), registered address 20 on Hatch, Lower Hatch Street, Dublin 2, Ireland. This document 
is approved by MIMEL as marketing communications for the purposes of the EU Directive 2014/65/EU on markets in financial instruments (“MiFID 
II”). Where MIMEL does not have an applicable cross-border licence, this document is only intended for, and may only be distributed on request to, 
investors in the EEA who qualify as a “professional client” as defined under MiFID II, as implemented in the relevant EEA jurisdiction. The investment 
strategies described herein are directly managed by delegate investment manager affiliates of MIMEL. Unless otherwise stated, none of the authors of 
this article, interviewees or referenced individuals are directly contracted with MIMEL or are regulated in Ireland. Unless otherwise stated, any industry 
awards referenced herein relate to the awards of affiliates of MIMEL and not to awards of MIMEL.

06-28 5697242-[MIM, LLC (US)]


