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Technology Sector Comparison: China vs. US
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There is rising concern about the US technology sector,
driven by extended sharp share-price appreciation, high
valuations, substantial artificial intelligence investment
and (and other
us
technology. China, by contrast, is substantially self-reliant
and offers high-end - if not world-leading - products across

related debt-raising, and Europe’s

countries’) discomfort over heavy reliance on

electric vehicles, batteries, artificial intelligence, cloud-
computing and hardware, telecom equipment, industrial
robotics and fintech infrastructure (payment systems).
Could Chinese technology represent a viable alternative to
the US technology sector exposure? Let’s compare.

Performance

Chart 1 shows the US technology sector has tripled the
return of the broad US market over 20 years. It has
returned approximately 1,600% vs. 550%.

Chart 1: MSCI US Technology vs. MSCI USA
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Chart 2, comparing China technology to the broad Chinese
equity market, also shows a similar picture, albeit with
greater volatility. Chinese technology has returned
approximately 1300% vs. 270% for its broad market over

20 years.

Chart 2: MSCI China Technology vs. MSCI China
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Chart 3 compares the performance of the Chinese and US
technology sectors directly. China is broadly similar to the
US but more volatile.

Chart 3: MSCI China Technology vs. MSCI US Technology

MSCI ChinaTechnology

wm——SCI US Technology

Valuations & Profitability

Earnings-based valuations of Chinese and US technology
sectors are similar. However, on cashflow and sales

metrics, Chinese technology trades at a substantial
discount, as shown in Table 1 below.

Table 1

(1 year to January 2026) ChinaTech US Tech
Price/Earnings 33.7 36.6
EV/Sales 1.8 10.2
EV/EBITDA 17.5 283
Dividend Yield 0.5 0.5

The combination of similar earnings multiples but much
lower sales multiples implies higher profitability for US
technology companies, which is confirmed by margin and
return data, shown in Table 2.

Table 2

(1 year to January 2026) China Tech US Tech
Gross Margin 185 53.9
Operating Margin 5.7 29.0
Return on Assets 4.3 14.6
Return on Equity 10.7 32.1

Growth

Estimated sales growth for 2025-2027 is comparable
across both regions. However, US technology is expected
to deliver higher cashflow (EBITDA) growth, reflecting
stronger earnings momentum.

Table 3
COUNTRY GR2025 [ GROW2026 | GROW2027 | AVG2025-27|AVG2026-27
Sales China 6.5% 25.5% 14.4% 15.2% 19.8%
Sales USA 19.0% 25.1% 13.7% 19.2% 19.3%
EBITDA China 22.5% 19.6% 23.0% 21.7% 21.3%
EBITDA USA 33.7% 47.4% 17.2% 32.2% 31.4%

Leverage & International Sales

What about debt levels? Both regions have very
manageable leverage. Chinese technology has a debt-to-
assets ratio of 20%, a little lower than the US with 25%. As
for international sales, it is estimated that perhaps 50% of
US technology sales are international (non-US), whereas
international sales account for less than 20% of Chinese
technology sector sales.

Summary

Chinese technology price performance is comparable to
that of the US, with similar earnings valuations and more
attractive sales-based valuations. The sector’s greater
volatility  reflects, in large part, the sharp
underperformance during 2020-2023 following aggressive
but probably one-off anti-monopoly regulations. Lower
margins and valuations today appear to price in this risk.
Government intervention, furthermore, may prove sector-
supportive in future periods. There also remains
meaningful scope for increased Chinese international sales
and slower future penetration of US technology.

Opinion

Currently, the US technology sector comprises around 80%
of the global technology market capitalization, with China
accounting for less than 1%. Given lower Chinese
valuations, capacity for greater international sales, and
potential decoupling, at least at the margin, of the
international community from US dependency, private
investor division of US technology equity exposure into,
say, 75% US and 25% China appears prudent. The ETF
iShares MSCI China Tech UCITS ETF (IEOOONFR7C63) is a
popular ETF.
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Disclaimer

The information contained in this document constitutes neither an offer nor an individual recommendation or solicitation to
buy or sell investment instruments or to engage in other transactions. It is for information purposes only. The information
used herein originates from sources that we consider reliable, but for whose trustworthiness the Atiyyah Investment
Intelligence (All) assumes no liability. All also assumes no liability or guarantee for the accuracy, balance or completeness of
the information. The content of documents may change at any time, and All is under no obligation to update these
documents or to inform recipients of these documents of any changes. All information, in particular information on prices,
risks and opportunities, is provided without guarantee. All does not provide any legal or tax advice in connection with any
investment ideas or services. It is the responsibility of clients or interested parties to obtain appropriate advice from
independent legal or tax advisors. Please seek advice from qualified personnel before making any investment decisions or
decisions in which tax aspects play a role. The value of investments, however safe they are perceived to be, may rise or fall.
Investments in foreign currencies are also subject to currency fluctuations. The future performance of investments cannot
be derived from past price trends. All disclaims, without limitation, all liability for any loss or damage (whether direct,
indirect or consequential) of any kind arising out of or in connection with the use of this material. These documents and
their contents are not intended for person who are subject to a legal system which prohibits the distribution or transfer of
these documents, or which makes such distribution or transfer subject to the existence of a corresponding license. Persons
who come into possession of these documents must inform themselves about any restrictions and comply with them. All
rights to illustrations used in these documents (images, graphics, etc.) remain with All or the respective rights holders.
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