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Key takeaways

— Dividend strategies are emerging as a resilient way to gain China exposure,
supported by policy reforms, stronger shareholder returns, and lower interest
rates.

— TheCSIDividend Low Volatility 100 Index combines high dividends with low-
volatility screening, helping avoid high-yield traps while enhancing downside
protection.

— ETF Connect makes access easier for global investors, providing a simple and
efficient gateway to China’s dividend and low-volatility opportunities.

The searchforresilient Chinaexposure

After several years of heightened volatility in China equities, global investors are
increasingly re-evaluating how to gain exposure to the world’s second-largest capital
market. Rather than pursuing high-beta thematic opportunities, many allocators are
gravitating toward strategies that offer a more transparent earnings profile, more resilient
cash flows, and stronger downside protection.

This shiftis not simply a valuation-driven trade. It reflects a broader evolution in how
foreign capital approaches China, with an increased focus on quality, shareholder returns,
and risk-adjusted outcomes. Dividend-focused A-share strategies have emerged as key
beneficiaries of this trend. Recent regulatory developments have strengthened corporate
dividend practices in China, while lower domestic interest rates have increased the
relative attractiveness of equity income strategies. Together, these factors have created a
favorable backdrop for dividend and low-volatility investing in China’s onshore market.

Why foreign capital is turning to A-shares dividend strategies

Historically, international investors have faced three key challenges when investing

in China: information asymmetry, market complexity, and market volatility. Dividend-
oriented companies help address all three concerns by offering a clearer earnings
narrative supported by recurring cash generation and tangible shareholder distributions.
At the same time, regulatory reforms in China have significantly enhanced the structural
attractiveness of dividend investing. China’s “New National Nine Measures” have raised
expectations around shareholder distributions, encouraged more frequent payouts, and
introduced stronger requirements for companies with weak dividend records. These
reforms are fostering a more shareholder-friendly corporate culture across the A-share
market.

Another important catalyst is China’s low-interest-rate environment. As domestic
government bond yields have continued to decline, investors have increasingly sought
alternative sources of stable income. High-quality dividend equities have consequently
become animportant destination for both institutional and long-term capital seeking
sustainable cash flows.
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Malaysia uponrequest; for certain specificinstitutional investors in Brunei; for Qualified Professional Investorsin Korea; for certain specific institutional investorsin
Indonesia; for qualified buyers in Philippines for informational purposes only; for Qualified Institutional Investors in Japan; for wholesale investors (as defined in the
Financial Markets Conduct Act) in New Zealand, for Institutional Investorsin Chile and Peru; for Institutional or Professional Investors in Colombia; for Institutional
Investorsinthe USA. The documentisrestricted to Institutional Investors and Advisorsin Canada. Itis notintended for and should not be distributed to, or relied

upon, by the public or retail investors.



4 Invesco

ETF Connect: Why China dividend and
low-volatility strategies are attracting
investors

August 2026

Figure 1 - Structural drivers supporting A-share dividend investing
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The investment case for the CSI Dividend Low Volatility 100 Index

While dividend investing has gained increasing popularity, not all high-yield stocks are
created equal. One of the primary risks in traditional dividend portfolios is the “high-
yield trap,” where a declining share price artificially elevates dividend yield despite
deteriorating fundamentals.

The CSI Dividend Low Volatility 100 Index is designed to address this challenge through a
dual-factor methodology that combines dividend yield and volatility screening.

The index construction process begins by identifying companies with a consistent
record of dividend payments. From this universe, the highest-yielding stocks are selected
and subsequently screened for lower volatility. Constituents are then weighted based on
dividend yield divided by volatility, rather than dividend yield alone. This approach seeks
to emphasize companies capable of delivering sustainable income while mitigating the
risks associated with simply pursuing the highest-yielding stocks.

As aresult, the index aims to provide investors with a more balanced source of income,
combining attractive dividend potential with a focus on stability and downside resilience.

Figure 2 - How the index is constructed
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Key Index Features

Feature CSlI Dividend Low Volatility 100 Index
Number of constituents 100
Selection universe CSI All Share

Dividend screen

Top 300 dividend-yield stocks

Risk filter

Lowest volatility stocks

Weighting method

Dividend Yield + Volatility

Industry cap

20% per industry

Rebalancing frequency

Quarterly

The methodology also provides a more diversified sector allocation. Unlike traditional
dividend benchmarks, which can become heavily concentrated in sectors such as
financials and energy, the CSI Dividend Low Volatility 100 Index maintains broader
exposure across a range of industries, including healthcare, consumer staples,
transportation, utilities, communication services, and industrials.

Figure 3 - Diversified sector exposure
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This diversification has historically translated into attractive risk-adjusted performance.
Since 2013 to July 31,2026, the index achieved:

* 400.5% cumulative return

* 13.0% annualized return

«  19.1% annualized volatility

« 85.1%rolling 12-month positive return probability

« Lower maximum drawdown than major A-share dividend benchmarks

Figure 4 - Historical risk-adjusted performance

85.1% Rolling 12-month positive-return probability since 2013

Metric Low Vol 100 Low Vol CSI Dividend Dividend Idx SZ Dividend CSI1300

C“rrgtﬂf:"e 400.5% 387.7% 291.9% 222.2% 220.2% 149.0%
A”r”e‘ii 'r'rfed 13.0% 12.8% 10.[91% 9.3% 9.2% 7.2%
Acg‘l:fi'l'iztid 191% 19.8% 207% 20.5% 23.8% 21.4%
Return / risk ratio 0.68 0.64 0.53 0.45 0.39 0.34
Max drawdown -38.7% -42.5% -457% -46.5% -49.9% -461%
R°"'"?a1ti"' Cil 85.1% 83.6v% 81.5% 77.4% 64.9% 59.9%

Source: Wind; Data as of July 31, 2026, in RMB, total return. An investor cannot invest directly in an index. Past performance does not predict
future results.

The underlying fundamentals also remain compelling. More than 2,900 A-share listed
companies have maintained at least three consecutive years of dividend payments,
creating a broad and expanding opportunity set for dividend-focused investing.

1. Source: Wind; Data as of July 31,2026, in RMB. An investor cannot invest directly in an
index. Past performance does not predict future results.
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ETF Connect: Making the opportunity accessible

Accessibility has historically been a barrier for overseas investors seeking direct
exposure to A-shares. The ETF Connect program has significantly reduced those
frictions by providing a convenient and efficient channel for Hong Kong and international
investors to access eligible mainland-listed ETFs through a familiar trading infrastructure.

For investors seeking exposure to the CSI Dividend Low Volatility 100 Index, ETF Connect
provides:

+ Direct market access without the need for QFIl or RQFIl quotas

» Afamiliar and streamlined operational framework Improved trading efficiency

« Enhancedtransparency

+ Exposureto adiversified basket of high-dividend, low-volatility A-share companies

As aresult, ETF Connect provides a more accessible pathway for global investors to
participate in China’s evolving dividend opportunity set while maintaining operational
simplicity.

Investmentimplications?
For institutional allocators and wealth managers, the conversation around Chinais
increasingly shifting from tactical market timing toward strategic portfolio construction.

The CSI Dividend Low Volatility 100 Index can offer an investment exposure that aligns
closely with the needs of today’s investors: quality cash-generating businesses,
disciplined risk management, diversified sector exposure, and relatively attractive risk-
adjusted returns.

Combined with enhanced market accessibility through ETF Connect and a macro
backdrop characterized by supportive policy, relatively attractive valuations, and
growing shareholder-return discipline, China’s dividend and low-volatility opportunity
set may represent one of the most compelling avenues for global investors seeking to
rebuild strategic exposure to A-shares.

2. Source: Wind, CSI, Great Wall Securities Research. Data referenced in source materials
as of 2024-2026. Past performance is not indicative of future results.
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Investment risks

Investmentinvolvesrisks. The value of investments, and any income from them, will fluctuate. This may
partly be the result of changes in exchange rates. Investors may not get back the fullamount invested.
Past performance is notindicative of future performance.

There arerisks involved with investing in Exchange-traded Funds (“ETFs”), including possible loss

of money. Index-based ETFs are not actively managed, and the return of index-based ETFs may not
match the return of the Underlyingindex. Actively managed ETFs do not necessarily seek to replicate
the performance of a specific index. Both index-based and actively managed ETFs are subject to
risks similar to those of stocks, including those related to short selling and margin maintenance
requirements. Ordinary brokerage commissions apply. Equity riskis the risk that the value of equity
securities, including common stocks, may fail due to both changes in general economic and political
conditions thatimpact the market as awhole, as well as factors that directly related to a specific
company oritsindustry.

This material is forinformational purposes only and is not intended as investment advice. Views
expressed are based on market conditions at the time of writing and are subject to change.

Important information

This document s for Professional Clients only in Dubai, Jersey, Guernsey, Isle of Man, Ireland,
Continental Europe (as defined below) and the UK; for Qualified Clients/Sophisticated Investors
inlIsrael; for Institutional Investors only in the United States, for Sophisticated or Professional
Investorsin Australia; in New Zealand for wholesale investors (as defined in the Financial Markets
Conduct Act); for Institutional Investors in Chile and Peru; for Institutional or Professional Investors
in Colombia; for Professional Investors in Hong Kong; for Qualified Institutional Investorsin Japan; in
Taiwan for Qualified Institutions/Sophisticated Investors; in Singapore for Institutional/Accredited
Investors; for Qualified Institutional Investors and/or certain specific institutional investorsin
Thailand; for certain specific sovereign wealth funds and/or Qualified Domestic Institutional
Investors approved by local regulators only in the People’s Republic of China; for certain specific
institutionalinvestorsin Malaysiaupon request; for certain specific institutional investors in Brunei;
for Qualified Professional Investors in Korea; for certain specific institutional investorsin Indonesia;
for qualified buyers in Philippines forinformational purposes only; for Institutional Investors and
Advisorsin Canada. Itis notintended for and should not be distributed to, or relied upon by, the
public orretailinvestors. Please do not redistribute this document.

For the distribution of this document, Continental Europe is defined as Austria, Belgium, Denmark,
Finland, France, Germany, Greece, Italy, Liechtenstein, Luxembourg, the Netherlands, Norway,
Portugal, Spain, Sweden and Switzerland. This is marketing material and not financial advice. Itis not
intended as arecommendation to buy or sell any particular asset class, security or strategy. Regulatory
requirements that require impartiality of investment/ investment strategy recommendations are
therefore notapplicable nor are any prohibitions to trade before publication.

This overview contains general information only and does not take into accountindividual objectives,
taxation position or financial needs. Nor does this constitute arecommendation of the suitability

of any investment strategy or product for a particular investor. Investors should consult a financial
professional before making any investment decisions. Itis not an offer to buy or sell or a solicitation of
anofferto buy or sell any security orinstrument or to participate in any trading strategy to any personin
anyjurisdictionin which such an offer or solicitation is not authorized or to any person to whom it would
be unlawful to market such an offer or solicitation. It does not form part of any prospectus. While great
care has been taken to ensure that the information contained hereinis accurate, no responsibility can
be accepted for any errors, mistakes or omissions or for any action takenin reliance thereon.

The opinions expressed are those of the individuals expressing them personally and may differ from
the opinions of other Invesco investment professionals. Opinions are based upon current market
conditions, and are subject to change without notice. As with all investments, there are associated
inherentrisks. Please obtain and review all financial material carefully before investing. Asset
management services are provided by Invescoinaccordance with appropriate local legislation and
regulations.
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This material may contain statements that are not purely historical in nature but are “forward-looking
statements.” Theseinclude, among other things, projections, forecasts, estimates of income, yield
orreturnor future performance targets. These forward-looking statements are based upon certain
assumptions, some of which are described herein. Actual events are difficult to predict and may
substantially differ from those assumed. All forward-looking statementsincluded herein are based on
information available on the date hereof and Invesco assumes no duty to update any forward-looking
statement. Accordingly, there can be no assurance that estimated returns or projections can be
realized, that forward-looking statements will materialize or that actual returns or results will not be
materially lower than those presented.

By accepting this document, you consent to communicate with us in English, unless youinform us
otherwise.

Allinformationis sourced from Invesco, unless otherwise stated.
Alldataas of August 2026, unless otherwise stated. All datais USD, unless otherwise stated.

Restrictions ondistribution

Australia

This document has been prepared only for those persons towhom Invesco has providedit. It should not
berelied upon by anyone else. Information contained in this document may not have been prepared or
tailored for an Australian audience and does not constitute an offer of a financial product in Australia. You
may only reproduce, circulate and use this document (or any part of it) with the consent of Invesco.

Theinformationinthis document has been prepared without taking into accountany investor’s
investment objectives, financial situation or particular needs. Before acting onthe information the
investor should consider its appropriateness having regard to their investment objectives, financial
situationand needs.

You should note that this information:

+ may containreferences to dollaramounts which are not Australian dollars;

« may containfinancial information which is not prepared in accordance with Australian law or practices;

+ may notaddressrisks associated with investment in foreign currency denominated investments;

+ anddoes notaddress Australiantaxissues.

« Issuedin Australia by Invesco Australia Limited (ABN 48 001693 232), Level 26, 333 Collins Street,
Melbourne, Victoria, 3000, Australia which holds an Australian Financial Services Licence number
239916.

Canada

In Canada this document is restricted to Institutional Investors and Advisors, is for educational purposes
only, does not constitute investment, tax or legal advice and should not be relied on as such. Thisis not
tobe construed as an offer to buy or sell any financial instruments and should not be relied upon as the
solefactorinaninvestment making decision. As with allinvestments there are associated inherent
risks. Please obtain and review all financial material carefully before investing. All material presented is
compiled from sources believed to be reliable and current, but accuracy cannot be guaranteed.

+ IssuedinCanadaby Invesco Canadaltd., 130King Street West, Suite 1900, Toronto, Ontario M5X 1E3
Canada.

Furtherinformationis available using the contact details shown:

+ Issuedin Austria, Belgium, Denmark, Finland, France, Germany, Greece, Italy, the Netherlands,
Spain, Sweden, Luxembourg, Norway and Portugal by Invesco Management S.A., President
Building, 37A Avenue JF Kennedy, L-1855 Luxembourg, regulated by the Commission de Surveillance
du Secteur Financier, Luxembourg.

+ Issuedin Switzerland and Liechtenstein by Invesco Asset Management (Schweiz) AG, Talacker 34,
8001 Zurich, Switzerland.

+ Issuedinthelsle of Man, Ireland, Jersey, Guernsey, Israel and the United Kingdom by Invesco Asset
Management Limited which is authorised and regulated by the Financial Conduct Authority. Invesco
Asset Management Ltd, Perpetual Park, Perpetual Park Drive, Henley-on-Thames, RG9 THH, UK.

+ IssuedinDubaiby Invesco Asset Management Limited. Index Tower Level 6 -Unit 616, P.O. Box
506599, Al Mustagbal Street, DIFC, Dubai, United Arab Emirates. Regulated by the Dubai Financial
Services Authority.
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Israel

This document may not be reproduced or used for any other purpose, nor be furnished to any

other person other than those to whom copies have been sent. Nothing in this document should be
considered investment advice orinvestment marketing as defined in the Regulation of Investment
Advice, Investment Marketing and Portfolio Management Law, 1995 (“the Investment Advice Law”).
Neither Invesco Ltd. Norits subsidiaries are licensed under the Investment Advice Law, nor does it carry
theinsurance asrequired of alicensee thereunder.

HongKong
- Issuedin Hong Kong by Invesco Hong Kong Limited S |[B3% B E B AR AT, 45/F Jardine House,
1Connaught Place, Central, Hong Kong.

Japan

+ IssuedinJapanby Invesco Asset Management (Japan) Limited, Roppongi Hills Mori Tower 14F, 6-10-1
Roppongi, Minato-ku, Tokyo 106-6114; Registration Number: The Director-General of Kanto Local
Finance Bureau (Kin-sho) 306; Member of the Investment Trusts Association, Japan and the Japan
Investment Advisers Association.

New Zealand

Thisdocumentisissued only to wholesale investors (as defined in the Financial Markets Conduct Act) in
New Zealand to whom disclosure is not required under Part 3 of the Financial Markets Conduct Act. This
document has been prepared only for those persons to whom it has been provided by Invesco. It should
not be relied upon by anyone else and must not be distributed to members of the publicin New Zealand.
Information contained in this document may not have been prepared or tailored for aNew Zealand
audience. Youmay only reproduce, circulate and use this document (or any part of it) with the consent
of Invesco.

This document does not constitute and should not be construed as an offer of, invitation or proposal to
make an offer for, recommendation to apply for, an opinion or guidance on Interests to members of the
publicin New Zealand. Any requests for information from persons who are members of the publicin
New Zealand will not be accepted.

« IssuedinNew Zealand by Invesco Australia Limited (ABN 48 001693 232), Level 26, 333 Collins
Street, Melbourne, Victoria, 3000, Australia, which holds an Australian Financial Services Licence
number 239916.

Singapore
+ Issuedin Singapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place, #18-01Republic
Plaza, Singapore 048619.

Taiwan
« Issuedin Taiwan by Invesco Taiwan Limited, 22F, No.1, Songzhi Road, Taipei 11047, Taiwan (0800-
045-066). Invesco Taiwan Limited is operated and managed independently.

United States

+ Issuedinthe United States by Invesco Advisers, Inc., 1331Spring Street, N.W., Suite 2500, Atlanta,
Georgia, 30309.
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