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Dear client,

Many of us in the financial industry love
to talk about our equity strategy, benefits
of diversification and efficient portfolios.
In fact, we do this at length in most of
our publications, including our recently
published Q3 Investment Outlook.

However, this is not the way most people
think about the world. In reality we try

to understand what is going on around
us by connecting the dots, detecting

big trends and building a narrative that
helps explain how the world functions.
These trends typically reach across
sectors and geographies, causing

equity analysts to change the way they
work. Many of them now collaborate

on thematics with colleagues covering
different sectors or regions. This makes

a lot of sense, as many companies do
most of their business outside their home
country, and sector classifications are
blurring; so grouping stocks instead in
thematic categories can sometimes be
more instructive.

Real life topics of interest are bound to
shape people’s investment decisions and
capture the imagination much more than
the current state of the economic cycle

or the next interest rate decision will
ever be able to do. So, it shouldn’t come
as a surprise that thematic investing
continues to be popular, and the number
of implementation choices continues to
rapidly expand.

The three structural trends that we use to
explain the world are the proliferation of
Disruptive Technologies, the Evolving
Society, and the urgent need for
Climate Action. In our view, those three
forces reinforce each other and apply in
some way to all businesses. CEOs need
to adapt their business models to capture
both the opportunity and manage the
risks related to these profound changes.

The other new reality is that we live in a
world where travel and communication is
fully global, but is nevertheless becoming
more multipolar, with increased
economic competition. Not all of this

is negative, as it can help accelerate
innovation. Some companies will

benefit as supply chains adapt, and US
legislation like the Inflation Reduction Act
and the CHIPS & Science Act illustrate
that governments see opportunities for
growth in technology and the net-zero
transition, which they want to capture.

There are several pitfalls in thematic
investing, which we try to avoid.

New innovative companies can be
unprofitable and subject to disruption

by other similar new technologies (think
Betamax vs VHS). On the other hand,
when looking at large companies, their
exposure to a theme may only be a
small part of the business which may
not really move the needle. As such,

we need to find the middle ground and
make sure the theme is generating
sufficient profits for the company. The
other issue is that most themes will have
a growth-style bias, and therefore be
interest rate sensitive. Although we think
this headwind should ease as a rate cut
cycle and should start in H2 2024, it is
nevertheless important to keep style and
sector biases in mind to manage overall
portfolio volatility.

We hope that some of our investment
themes will be of interest. Even for
investors who take a more traditional
approach to stock analysis, we think
it's important to check whether your
favourite stocks are well positioned
to prosper under these important
global trends.
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To find out what topics people care most
about currently, we looked at some of the
most commonly searched topics on the
internet. In our word cloud on the next
page, we only represent those that are
both popular and much more commonly
searched for than in the past b years —
because both the trend and the number
of searches matter.

Encouragingly, what we find is that the
most popular topics are closely clustered
around our five big investment trends
that most of you will be familiar with.
Disruptive Technologies, Climate
Action and the Evolving Society are
clear structural trends that have not been
out of the daily news. They are reflected
in the huge interest in Al, automation,
renewable energy, social media and the
behaviour of Gen Z, for example.

Of course, those three structural trends
interact and reinforce each other.
Disruptive Technologies are an
important enabler for changes in our
society and are one key component in
the world'’s fight against climate change.
But, our big data use also increases

the need for electricity and mining

for metals, which has an impact on

our environment.

Many of our high conviction investment
themes are therefore impacted by
several of those structural forces and
could arguably be classified under any
of them. For example, we have moved
our ‘Next Gen Medicines’ theme from
the Evolving Society trend to the
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Disruptive Technologies trend as the
opportunities and stock behaviour are
closely aligned with those of other areas
of tech innovation. We don’t mind these
intersections between trends though,
because we think that themes that are
supported by several forces at once are
probably to be more durable.

Our word cloud also shows that

global dynamics around geopolitics,
competition and supply changes remain
top of mind for many people. Our
‘North-American Re-Industrialisation’
theme taps into the re-onshoring and
nearshoring trend there. And our Asia in
the New World Order trend looks at a
number of implications as the impact on
Asia is arguably even bigger. Here too,
supply chains are being reshaped, with

India and ASEAN being key beneficiaries.
Asian companies can be found as well
under our other trends, as some of

them have a leading position in areas of
technology, in electric vehicle production
or solar and wind, for example.

And from a shorter-term perspective,
we think the current healthy stage of
global growth explains why people
seem to be searching less for terms like
‘"unemployment’ or ‘recession’ and more
for ‘corporate earnings’ and ‘income’.
That fits well with what we see in the
economic data, and with our cyclical
trend, which we have renamed Riding
the Earnings and Rate Cut Tailwinds.
Our 'American Resilience’ theme remains
in place because of the strong domestic
demand. But we have also added a ‘The

Magnificent Europeans’ theme, which
is Europe’s answer to the Magnificent 7
in the US. Those European large caps
are a set of companies that are leading
and innovative but less focused on just
the technology sector compared to
their US cousins.

Both under our Asian and our cyclical
trend, we include bond market themes,
because thematic investing is otherwise
heavily dominated by equity themes
and we want to make sure portfolios
remain balanced. Moreover, we reiterate
our view that it's important to look at
thematic satellites in conjunction with
the core portfolio to ensure the overall
risk is appropriate and sector and style
biases are managed.
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What topics are people currently searching about on the internet?

A| Streaming Technology

] Renewable Energy
Innovation Climate Change

Security Social Media Mental Health
Competition Migration \\Veight Loss

Interest Rates Charity

Earnings Income Retirement

Source: Google Trends, HSBC Global Private Banking as at 31 May 2024. Terms shown represent a non-exhaustive selection of topics that are
searched much more frequently currently than over the past 5 years.
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Asia remains the most important growth
engine of the global economy with
projected 4.6% GDP growth and 23%
earnings growth in 2024. Despite the
uneven recovery in China, Asia continues
to deliver well-above global average
economic growth due to outstanding
cyclical tailwinds in India, solid economic
expansion in ASEAN and more decisive
policy stimulus and a property support
package introduced by Beljing.

Our four high conviction themes

. Asia’s Corporate Governance Reform Winners
. Reshaping Asia’s Supply Chain

. Rise of India and ASEAN
. Capturing Peaking Asian Yields

India stands out as the superior growth property rescue package is expected
leader in Asia with support of benign to curb the downward spiral in the
inflation, robust foreign and domestic housing market, providing much needed
investment, strong services exports, policy support to stabilise domestic
young demographics, and digital demand. We anticipate China to achieve
transformation. \We expect multiple GDP growth of 4.9% this year and see
tailwinds to boost India’s economic moderate growth deceleration 4.5% in
growth to accelerate to 6.6% in 2025 2025. China and India will continue to

from 6.3% in 2024. China'’s recent lead global growth in 2024 — 2025.
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Among the major equity markets, Asia consensus profit growth of 72% and
ex-Japan is expected to deliver the 36%, respectively (Source: HSBC Global
strongest 2024 earnings growth of Private Banking as at 31 May 2024). We
23%, doubling the 11% profit growth stay overweight in the equity markets

in the US (Source: HSBC Global Private of Japan, India, and South Korea,
Banking as at 31 May 2024). Thanks where we find the best opportunities

to more sustainable reflation trend and to tap into Asia’s secular growth

the accelerating corporate governance themes. In Mainland China and Hong
reform, Japan continues to attract Kong, more decisive policy stimulus
strong foreign portfolio inflow. The Al- and capital market reforms bring

driven technological investment boom tactical opportunities for undervalued
supports a sharp earnings turnaround quality stocks.

of the North Asian equity markets, led

by South Korea, Taiwan, and Japan. We launch the new High Conviction
We expect South Korea and India, both Theme on Asia’s Corporate

are our overweight markets, to lead Governance Reform Winners, as
earnings momentum in the region with Asian governments and regulators

Asia stands out as the most important global growth engine in 2024 - 2025

Real GDP growth rate (%) 2022 2023 W 2024 MW 2025
9—
g
7 are pushing for corporate reforms to

6 — boost shareholders’ returns and close
5 | the valuation gaps of their equity

4 markets relative to the global peers.

5 Japan provides a prominent example
to showcase how improved corporate

27 governance standards can contribute

T lI .I to re-rating of the equity market.

0 . S

International portfolio inflows have been

Eurozone UK Asia China India Japan
ex-Japan attracted to the Japanese stock market
as Nikkei 225 companies returned a
Source: Bloomberg, HSBC Global Private Banking as at 31 May 2024. Forecasts are subject to change. total of JPY20trn to shareholders in 2023

via dividends and buybacks, up sharply
from around JPY6trn a decade ago

2024 Asi i th i Il ahead of global
stan earnings growth 1s well aead of global peers (Source: HSBC Global Private Banking as

% 79 B 2024e EPS Growth MW 2023 EPS Growth at 31 May 2024).
70 —
China’s State Council last month
50 announced the ‘Nine-Point Guideline’
36 . . .
30 which stresses the importance of high
23 21 18 13 13 1 dividends and share buybacks. In South
10 - U Korea, regulators have announced the
‘Corporate Value-Up' Programme which
-10 -5 aims at improving return on equity and
narrowing the ‘Korea discount’ versus
-30 .
the global peers. Accelerating corporate
50 — governance reforms in Japan, China, and
South  India Asia  Taiwan Indonesia Hong China Japan  USA  Europe South Korea bring attractive re-rating
Korea ex-Japan Kong ex-UK

opportunities.

Source: HSBC Global Private Banking as at 31 May 2024. Forecasts are subject to change.

12
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Our theme on Reshaping Asia’s
Supply Chain focus on winners of the
accelerating supply chain reconfiguration
and friend-shoring trend amid
de-globalisation. This has resulted in
rapid trade integration in Asia, with the
share of intra-regional trade surging to
almost 60% of Asia’s total trade flow
from 53% in 2000 (Source: HSBC Global
Private Banking as at 31 May 2024).

We project intra-Asian exports to rise
from USD4.3trn in 2023 to USD7.1trn

in 2030 and cross-border FDI flows
within Asia to double to over USD700bn
by 2030, led by the China-ASEAN and
India-ASEAN trade corridors. According
to EY’s Capital Confidence Barometer,
almost 70% of Asia-Pacific corporate
leaders indicated they are taking steps to
revamp supply chains to strengthen their
competitive positions.

We favour high-end manufacturing
leaders in Japan, South Korea and
Taiwan given their pivotal roles in the
global semiconductor supply chains.
In ASEAN, Singapore, Malaysia and
Vietnam are strengthening their
leadership positions in the electronics
industry. Indonesia is playing a critical

role in the global electric vehicle (EV)
supply chains, as it holds the world's
largest nickel reserves with an estimated
21m tonnes or 22% of global reserves
(Source: HSBC Global Private Banking
as at 31 May 2024). Electronics and

EV manufacturers from North Asia

are ramping up production capacity in
ASEAN to expand market shares.

ASEAN represents a big new market

and a low-cost production base for
Chinese companies facing slower

growth at home. We like quality Chinese
industry leaders which have successfully
diversified their supply chain and markets
outside China.

Our theme on Rise of India and
ASEAN captures promising secular
growth opportunities from the young
demographics, rising middle-class
consumers, robust FDI and domestic
investment spending, technological
innovation and green transformation. The
working age populations (aged 15 — 64)
in India and ASEAN are expected to grow
from now to 2050 which make up nearly
70% of their populations (Source: HSBC

Global Private Banking as at 31 May 2024).
We favour growth leaders in the
financials, property, infrastructure, retail
REITs, and telecom sectors in India and
Southeast Asia.

India’s strong cyclical and structural
growth outlook underpins significant
headroom for sustained Foreign
Institutional Investors (Flls) inflows ahead
given Flls ownership of India equities at
17.6% is below the long-term average

of 19% (Source: HSBC Global Private
Banking as at 31 May 2024). India’s

April composite output index surged at
the fastest pace in nearly 14 years, with
services new orders showing accelerated
expansion (Source: HSBC Global

Private Banking as at 31 May 2024).

We expect private capex and Foreign
Direct Investment (FDI) to increase

after India’s general elections. Indian
banks and infrastructure companies

will benefit from the investment boom.
India’s services export growth has stayed
strong with the rapid rise of the Global
Capability Centres (GCCs) set up by
multinational companies. ANSR statistics
show that India now commands over
50% of the global GCC market with an
estimated 5,000 global leadership roles
situated in Indian GCCs.

For income opportunities, our theme

on Capturing Peaking Asian Yields
stays focused on locking in near
decade-high yields from Asian |G bonds
with b — 7 years duration. The rates
repricing since the beginning of this year
opens a window to lock in attractive
yields in Asian high-grade bonds. With
continued disinflation trend and the Fed's
rate cuts starting in September, we expect
many Asian central banks will start cutting
interest rates in H2 2024. We expect
Asian bond supply to stay tight this year
as companies are more hesitant to seek
USD financing due to the resurgence of
bond yields YTD. We favour Japanese
and Korean financials and |G corporate
bonds, Indian local currency bonds,
Indonesian quasi-sovereign IGs, Macau
gaming and Chinese TMT credits.



Global Private Banking

Top Trends and High Conviction Themes

Top Trend — Asia in the New World Order

01 Asia’s Corporate Governance Reform Winners

Overview

e Asian governments and regulators
have pushed for corporate
governance reform in part to close
the valuation gap of their equity
markets relative to the DM peers, in
our view. Japan is a prime example
on how better corporate governance
can contribute to re-rating of stocks,
in the Asian context. Chinese
regulators are promoting the quality
and investment value of listed
companies, while South Korea,
which is similar to Japan due to
their histories, has announced its
‘Corporate Value-up’ program to
address the ‘Korea discount’.

e In the near-term, these reform efforts
can typically translate into improved
shareholders’ returns, through higher

dividends and share buybacks, as well
as better return on equity, through
faster capital distribution and more
efficient capital allocation.

The Opportunity

e Following the introduction of Corporate
Governance Code by the Tokyo Stock
Exchange (TSE), management of more
Japanese companies have prioritised
profitability and valuation. The TSE has
launched an index to make it easier for
investors to identify companies who
have taken measures to strengthen
their corporate governance.

e |n April this year, China State Council
published the ‘Nine-Point Guideline’
which included measures to improve
the quality of listed companies, tighten
delisting regulations and encourage

more long-term capital into the market.
These reinforce regulations announced
earlier in March, which effectively
requested companies to consider
stable dividend payouts and share
buybacks. The Chinese companies
listed in the Hong Kong stock market
as well as the local companies in

Hong Kong are conducting more share
buybacks as well.

In South Korea, the ‘Corporate
Value-up' Program was launched
earlier this year, which garnered
significant investor interest. The
program aims at companies with
low valuations and encourages them
to enhance profitability, with the
goal to narrow the 'Korea discount’.
Referencing the experience in Japan,
we expect this will attract more
foreign inflows.
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Why now? Japanese, China/HK, and South Korean equities have room to improve
e Corporate reforms have been one valuation/profitability mix relative to their DM peers

key driver of gtock raIIY in Japan. Price to book (x)

We expect this to continue as the

reform unfolds. 57 o usS

e China's recent ‘Nine-Point Guideline' 4

stresses the importance of dividends
and share buybacks which could pave ® Taiwan
the way to unlock value in Chinese

. . . . ] . @ Europe
SOEs with high dividend yields. 2 Asia ex-Japan -
@@ Japan .
South Korea P @ Singapore
e Regulators in South Korea have 7 e [} Mainland China
recently issued guidelines on the Hong Kong
1 _ ’ 0
Cgrporate Value-up' Program 0 5 10 16 0
which should set the groundwork Return on equity (%)
for corporates to improve
corporate governance and increase Note: MSCI indices are used in the above respective regional equity markets.

shareholder returns. Source: Bloomberg, HSBC Global Private Banking as at 31 May 2024.
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Top Trend — Asia in the New World Order
02 Reshaping Asia’s Supply Chain _

Overview Asia has half of the world’s 10 fastest growing trade corridors
e Concerns about geopolitical tensions,
export restrictions on cutting-edge
and essential technologies, as well as
intermittent supply chain disruptions,

have led many Asian companies to
diversify their production to achieve
supply chain resilience. These
companies can benefit from the
comparative advantages of various
Asian economies.

Fastest growing trade corridors among the top 30, 2018 — 2022 average annual growth rate (%)
25 4

20 —
15—

10 —

e Japan, South Korea and Taiwan
play pivotal roles in the global
semiconductor supply chain.
ASEAN is an attractive location
for production, given the skilled
and sizeable labour force and is
among the emerging leaders in the
electronics industry. Meanwhile, India
is well-placed given its low-cost and
large-scale manufacturing resources,
supported by policy reforms and
improving macro stability.

Korea-US |

China-India

o o1
|
Vietnam-Us |

China-Korea

China-Germany || EEGz<zNG

China-Malaysia
China-Vietnam
China-Netherlands
Netherlands-Belgium
Australia-China

Note: China refers to mainland China. Red = economies at both ends of the corridor are in Asia,
Green = one end is Asia, Orange = neither end is Asia.
Source: UN Trade and Development, HSBC Global Private Banking as at 31 May 2024.

Why now?
e Concerns about geopolitical risks have

e The Asian industry leaders that
should benefit from the reshaping

¢ While leading semiconductor
companies in Taiwan and South

supply chains can be found in IT
hardware, semiconductors and
high-end manufacturing sectors.
Logistic REITs can also benefit from

supporting the supply chain redesign.

The Opportunity
e Chinese companies could enjoy

labour cost savings if they relocate
their factories to ASEAN economies
and India. For example, wages in
Vietnam can be as low as one-third
of Chinese workers. The moves

can also bring production closer to
consumers in the region.

In the EV sector, Original equipment
manufacturers (OEMs) have
established manufacturing plants

in ASEAN to facilitate expansion.

A large Chinese EV battery

player is expanding in Indonesia

for the country’s rich nickel
deposits — a critical material for EV
battery production.

Korea may have the more advanced
production at home, they could
diversify some other chips production
overseas. On the other hand, Asian
hardware companies are ramping up
production in ASEAN.

Leading logistic REITs are well

positioned in the supply chain revamp.

increased the focus on supply chain
reorientation.

e Supply chain resilience is key to
navigate in the increasingly complex
world. Asian companies who own a
resilient supply chain should perform
better than their peers.
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03 Rise of India and ASEAN _

Overview

e |ndia and ASEAN countries are
enjoying strong domestic growth,
driven by favourable demographics,
rising consumption and strong
investment growth. This bodes well
for a number of corporate sectors
including financials, property,
infrastructure, retail REITs, and
telecommunications.

e \We expect Indian and ASEAN
economies to stay on a strong
footing this year and beyond. India
is expected to achieve a 6.3% GDP
growth in 2024, while ASEAN growth
of 4.6% is forecasted to surpass
the Asia ex-Japan growth rate of
4.5% this year.

The Opportunity

¢ |n India, a disciplined budget with
rising infrastructure spending bodes
well for its longer-term economic
outlook. Private capex and FDI
are also expected to increase post
elections. Banks and infrastructure
companies are expected to benefit
from this upbeat capex environment.

¢ |n fixed income, we like Indian local
currency bonds which stand to
benefit from the inclusion in a global
bond index, driving both passive and
active inflows and a stronger INR
over time. We like the diversification
benefit and attractive risk-adjusted
yield offered by them. Following the
recent rate hike by Bank Indonesia
(BI), we also like high quality quasi
sovereign IDR bonds.

e |n Singapore, we see pockets of
opportunity in high-quality REITs
which are well positioned to benefit
from easing policy stance from the
Central Bank in 2024 and 2025. Retail
REITs could potentially benefit from
the enhanced Assurance Package
from the Singapore Budget 2024.

India has been a leader in developing digitally advanced services sector,
witnessing strong growth in services exports

India services exports — Service Exports (US$bn) — % of GDP (RHS)
350 — 10
300 — -9
— 8
250 — —7
200 —6
—5
150 — 4
100 — —3
50 2
— 1
0
Jan-00 Jan-03 Jan-06 Jan-09 Jan-12 Jan-15 Jan-18 Jan-21

Source: World Bank, HSBC Global Private Banking as at 31 May 2024.

e \We are also positive on ASEAN and
Indian consumption. Robust growth,
rise in middle-class population and
moderating inflation points towards a
greater spending power for consumers
in ASEAN and India.

Why now?

e \We expect half of the ASEAN central
banks to start policy rate cuts in H2
2024 as the Fed embarks on its rate
cut cycle. For India, we also see some

space for the Reserve Bank of India
(RBI) to cut rates by 50bps in the
later part of 2024.

The basket of ASEAN consumption
focused plays, Indian and Indonesian
government bonds and Singapore
REITS are largely correlated with
domestic business cycles and provide
uncorrelated returns and diversification
benefits for global investors.
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Top Trend — Asia in the New World Order

04 Capturing Peaking Asian Yields

Overview

e Asian yields are close to multi-year
high levels and have risen in the
recent weeks amid rates repricing.
We believe the risk-reward is
attractive at these levels and
recommend to lock in current
yields, with 5 — 7 years being our
preferred duration.

e Qur end-2024 forecast for 10-year US
Treasury vyield is at 3.5%. The lower
yield over the course of this year
should translate into positive bond
capital returns.

e The fundamentals for Asian IG
credits remain solid and the current
valuations are well supported by
the tight supply.

The Opportunity

¢ Although the Bank of Japan has
started the gradual monetary policy
normalisation process, we expect an
increase global investors’ inflows and
improving corporate profitability. We
prefer select Japanese corporate and
financial bonds.

e The credit market in South Korea
generally remains buoyant, supported
by investors’ appetite. We prefer
South Korean medium duration IG
bonds of high-quality companies.

e \We remain very selective on Chinese
issuers, with a focus on high-quality
credit, and prefer Macau gaming
and Chinese Technology, Media, and
Telecommunications (TMT) credits.
We stay cautious on China property
risks, noting the mixed developments
in restructuring, subdued housing
sales and relaxation of home
purchase restrictions.

e \We like Asian financials credits,
which are trading at relatively
attractive valuations. Apart from
those in Japan and South Korea,

we like banks in Australia, Singapore
and Thailand as the macro backdrop
remains favourable with the banks
boasting strong capital ratios.

In India, we like local currency
bonds which can see strong inflows,
following the global index inclusion.
This is well supported by our bullish
view on India Rupee (INR).

Indonesian quasi-sovereign 1Gs remain
our preferred play in Southeast Asia,
due to the its strong fundamentals,
including strong economic growth and
still benign inflation.

Why now?

Ahead of the first Fed rate cut
expected in September this year, we
believe it is time to put cash to work
towards quality credits to lock in yields
at multi-year highs.

We continue to prefer high-quality
credits in Asia on the back of our
expectations of US Treasury yields
heading lower this year.

The cyclical growth momentum in
Asia remains solid, as suggested by
latest PMIs, which point to improving
manufacturing conditions in Asia.
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Rates repricing this year opens a window to lock in attractive yields in high
grade bonds

Yield (%) — AsialG — 10YUST — bYUST
7 —

May-19 May-20 May-21 May-22 May-23 May-24

Note: J.P. Morgan Asia Credit Index (JACI) is used above for Asia IG.
Source: Bloomberg, HSBC Global Private Banking as at 31 May 2024.






Economics may be considered

more of an art than a science,
given the random success of

Its practitioners. But in reality,
economics often plays a pivotal
factor in determining the adoption,
development and/or success of

new technologies.

Our four high conviction themes

Aerospace
Generative Al & Robots

Next Gen Medicines

Upgrading Digital Architecture

This reality is increasingly evident in the
healthcare sector, as spiraling budgets
are forcing governments to search for
more efficient solutions. Unfavourable
demographic trends including aging and
rising populations have added to this
sense of urgency. Governments applying
tested approaches such as cost-benefit
models to help determine appropriate
treatment prices for proven patient
outcomes. In addition, new medicines
that bring limited incremental benefits to
existing treatments are facing ever greater

scrutiny. This environment creates pressure
on companies to be more innovative

and search for potential treatments for
conditions with unmet medical needs. For
the latter category, regulatory authorities
incentivise research by periodically
granting ‘orphan drug’ statuses to

new medicines where the commercial
potential is limited. This effectively blocks
competitors and allows healthcare
companies to recoup its costs and
hopefully make a return on its investments.
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However, medicine costs represent only
a fraction of the healthcare budget.

To provide some context, in 2022, the
world's largest healthcare market in

the US spent USD4.5 trillion, or 17.3%
of its GDP, on healthcare of which
medicines represents only USD429bn,
or 9.5% of total healthcare budget spent
(Source: US Centers for Medicare &
Medicaid Services/The Iquvia Institute as
at 31 May 2024).

It is estimated that the average cost

of an overnight stay in a US hospital

is about USD3,000 (Source: Debt.org)
and that quickly rises if the patient
requires treatment in an ICU (intensive
care unit). Therefore, treatments

that minimise or avoid the need for
hospitalisation are both preferable for
patients and have significant economic
benefits, a true ‘win-win’ situation. Our
Next Gen Medicines theme identifies
those companies that are bringing
transformations to new medicines

in the market.

A recent success story has been the
introduction of a new class of medicine
called GLP-1 agonist, that was originally

being developed as a diabetes treatment
but has since become a weight-loss
treatment. According to the World Health
Organisation in 2022, 2.5 billion people
are classified as being overweight and

of these, 980 million are obese. Despite
the enormous market potential, strikingly,
treatment options were very limited

until GLP-1 medicines arrived. Today,
despite a hefty price tag, supply cannot
meet demand. Healthcare insurers

and governments are recognising

the broader health benefits and cost
savings from treating obesity and are
starting to reimburse medicine costs for
some patients.

Scientific advances often spillover

into multiple practical applications,
technologies and industries. Staying
with the healthcare industry, often
cited as being slow to adopt IT, we

are seeing promising examples of

the industry starting to embrace new
technologies. Pharmaceutical companies
are constantly challenged with the
proverbial “needle in a haystack” to
identify new drugs. Al offers a potential
helping hand with its ability to rapidly
screen vast quantities of data and
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identify patterns and key characteristics.
AlphaFold is one such example, this

Al software tool accurately predicts a
protein’s folded structure, which is a
key feature in its ability to interact with
other biological structures. AlphaFold
has identified 600 million potential new
medicine candidates in a matter of
months compared to the few hundred
thousand candidates identified in the
previous five decades.

It is not just the healthcare industry

that is benefitting from Disruptive
Technologies, as we highlight in our
Generative Al & Robots theme, Al
software is rapidly being incorporated
into more advanced products and
services. These include customer
answering services and chatbots;
automobile diagnostic systems; building
environmental controls; industrial and
manufacturing process monitoring.
Advances in software and automation
technologies are enabling hardware

to operate with a greater degree of
autonomy that increases the number of
potential applications. Sales of intelligent
machines have grown strongly in the
food industry as more complex tasks

can now be automated. Rising wages
and labour shortages provide strong
incentives for the sector to automate
even with higher interest rates impacting
investments. Automated solutions are
now becoming available for many tasks
in the food supply chain, from crop
monitoring and animal husbandry to
peeling fruit and making sandwiches.
Advances in visual, audio, and olfactory
sensory technologies are offering great
potential in more labour-intensive control
tasks such as monitoring, sorting and
quality control which have potential uses
in most business sectors.

As with theatre, less glamorous
supporting roles are often overlooked, so
it is with digital infrastructure that plays
an essential supporting role for many

of the developments highlighted above.
As demand for processing and storage
capacity from governments, businesses
and private individuals is set to grow
strongly in the coming years, datacentre
and cloud computing businesses

should benefit directly, including related
areas such as electricity suppliers,
cooling technology companies and
cyber security providers. High quality,

secure digital infrastructure is critical
for economies to maintain or enhance
their competitiveness while facilitating
the development of new innovative
industries. The Upgrading Digital
Architecture theme identified potential
beneficiaries of this expansionary phase
in the areas mentioned above. Digital
highways are important enablers to an
economy, like how physical infrastructure
roads, railways and waterways have
been in the past.

The Aerospace industry has even
more ambitious infrastructure plans
with private companies embarking on
the most comprehensive and rapid
expansion of satellite networks in
history. The majority of newly launched
satellites are smaller, cheaper
low-earth orbit (LEO) types rather

than the bigger, more expensive
geo-stationary types launched in the
past. The cost of satellites has fallen
substantially mainly due to lower
launch costs; use of off-the-shelf
hardware; ongoing trend of technology
miniaturisation reducing size and
weight of payloads. This has made
satellites more accessible to a far
greater number of companies and
organisations. A myriad of new uses

is being imagined including tracking
methane emissions and migrating
wildebeests to studying weathers
patterns. Some larger private
companies are building comprehensive
global satellite networks, some
involving thousands of LEO satellites.
Terrestrial users can easily connect
with these networks anywhere on the
planet, helping remote communities
integrate into the global community.

Significant scientific and technological
advances often disrupt existing business
models, markets, jobs, lives etc., but they
also have huge potential to offer broader
benefits to humanity. Hopefully, these
evolving powerful new technologies

will also benefit mother Earth and all its
inhabitants too.
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Top Trend — Disruptive Technologies

01 Arospac N

Overview

e Aerospace companies have seen the
demand for airplanes, associated
products and services continues to
rise, with large orders increasing the
manufacturing backlogs.

e Recent achievements by
private companies in delivering
private citizens to space, and
in demonstrating the viability
of reusable space crafts have
crafted new opportunities in the
space economy.

e Aerospace, as an industry, is
underpinned by stable government
contracts, which have been
increasing annually in all the
major countries.

¢ The rising demand for data and
interconnectivity is providing a key
support to the growth of the small
satellite industry.

The Opportunity

e \We see opportunities in companies
that manufacture aircrafts,
spacecrafts, satellites and Aerospace
services, as there has been growing
demand across the industry.

e The demand for airplanes has been
growing, as the number of flights
continues to grow with global
Revenue Passenger-Kilometers (RPK)
rising 13.8% y-o-y in March, which is
now in line with pre-pandemic levels,
according to the IATA data. e Companies which are heavily reliant
on larger, faster and lower latency

data are also expected to benefit
from this trend.

e |n 2023, small satellites represented
97% of all spacecrafts launched.
Small sat launches are up 7x in

the last 6 years (Bryce Tech small Why now? '
satellites report, 2024). e Recent progress in Aerospace
technology has driven a resurgence

of interest in the space economy
with private company space flights
growing rapidly.

e Aerospace companies also benefit
from a stable, secure and growing
income stream of governments and
their agencies.
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® Rising demand for flights and air travel

has seen delivery numbers and order
books at Aerospace manufacturers
swell and the resulting backlog will
take many years to reduce.

The rising demand for data from an
ever-increasing number of connected
devices from all corners of the globe
has raised the competition among
entrepreneurs to try and meet that
demand via private low-earth orbit
satellite solutions.
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Small Satellite launches in 2011 - 2023
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Source: Bryce Tech, Small Satellites by the Numbers 2024, HSBC Global Private Banking as at
31 May 2024.
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Top Trends and High Conviction Themes

Top Trend — Disruptive Technologies
02 Generative Al & Robots _

Overview

Advancements in Al are bringing

in new applications as product and
service capabilities are expanding
rapidly across multiple industries and
government services.

The services sector is already
benefitting from new Al applications,
including in the content production,
where Al can now generate text or
images based on simple prompts;
and in software development, where
code can now be readily generated.

Robots are key to an automated
future and some high-profile
companies recently announced
their new line of offerings. The
number of operational industrial
robots reached 3.9 million units in
2023 (IFR, February 2024), with an
estimated value of USD17.5bn.

The Opportunity
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Healthcare applications such as
monitoring, tracking, data and image
analysis and sample testing can now
be improved through Al and robot
implementation.

Financial services are increasingly
being consumed online, meaning
several processes can now be
automated and improved, including
identification verification; insurance,
bank account and card applications;
and securities trading and controls.

Automated advice via online chat
functions by using large language
model Al software can improve
the customer service experience,
while also keeping the costs down
for corporates.

Agriculture is being automated in
many developed markets, from GPS
controlled tractors and harvesters,
to soil and crop management using
drones and Al.

Share of firms proposing to use Al by 2025

%
100 —
90 —
80 —
70 —
60 —
50 —
40 —
30
20
10 —

0_

Agriculture, F&B
Government &
Public Sector
Manufacturing
Oil & Gas
Consumer
Automotive

Education

Mining & Metals

Professional
Services

Energy Utilities

& Tech

Transport & Storage
Health and
Healthcare

Financial Services
Digital Comms

and IT

Source: WEF The Future of Jobs Report, HSBC Global Private Banking as at 31 May 2024.

e ‘Miniaturisation’ is enabling sensors,
cameras, batteries and antennas to be
incorporated into more products and
places, increasing the amount of data
feeding into the Al programs.

Why now?

e The integration of Al and other
technological advances have expanded
the capabilities of automated products
and services, whilst also expanding
their potential uses.

e Labour shortages and rising

costs are driving a fresh wave of
investment in robotic automation, as
potential investment returns become
increasingly attractive.

e The roll-out of bG, cable and low-earth

orbit satellite networks have significantly
expanded data capacity and reducing
the latency.
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Top Trend — Disruptive Technologies

03 Next Gen Medicines N

Overview

e Global healthcare sales touched
USD1.2trn (Source: HSBC Global
Private Banking as at 31 May 2024),
with biotechnology companies being
the primary innovators with new
medicines, clinically unmet needs and
often commanding a premium.

e New product launches and the
development of medicines are driving
sales growth and positive sentiment
for select companies.

e Treatments for rare disease and
‘break-through’ therapies are often
granted periods of sales exclusivity.

e The USD350bn Consumer Health
market should benefit from several
important structural growth drivers
(Source: HSBC Global Private Banking
as at 31 May 2024).

The Opportunity

e Targeted therapies are already
being launched and these
under-development therapies offer
better patient outcomes and often a
lower overall treatment cost.

e Cutting-edge technologies
including mRNA vaccines, cell &
gene therapies, and stem cells are
revolutionising treatments.

e Alinitiatives (e.g. AlphaFold) are
identifying millions of potential new
medicines and targets for medicines.

e Sophisticated software,
high-throughput screening and
testing are accelerating the testing
and development.

e Orphan drug status provides
additional commercial benefits for
some medicines helping to mitigate
development risks.

The biopharma market size is expanding

Global Biopharma Sales (US$bn)
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¢ Licensing and M&A activity are
expected to pick up as companies
restructure and look to bolster their
product pipelines.

Why now?

e As the sector continues to transition
to biologics, recent technological
developments (gene editing,
mRNA vaccines, immunology
therapies) are boosting the efficacy
and commercial potential of new
medicines around them.

e Expansion of testing and screening
facilities due to COVID is favouring
the early detection and treatment of
some diseases.

¢ Rising healthcare costs, driven by

demographics and societal trends,
favour cost effective treatments and
potential cures.

Targeted therapies potentially offer
multiple benefits over some established
treatments including better patient
outcomes, lower costs, shorter
treatment cycles, and fewer side-effects.

Elevated consumer awareness and
new category product launches

are expanding the demand for
healthcare products and services,
including dental and skin treatments,
weight loss medicines, and routine
diagnostics and testing.
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Top Trend — Disruptive Technologies

04 Upgrading Digital Architecture _

28

Overview

e Datacentres, cloud demand,
cybersecurity and cooling systems
are all set to see expanded demand
as corporate capex budgets loosen
on improving outlooks and demand
for resource hungry Al surges.

e According to a report from P&S
Intelligence, the datacentre market is
expected to grow from ¢.USD302bn
in 2023 to c.USD622bn in 2030, a
CAGR of over 10.5%.

e Demand for Al will have a
major impact on datacentres,
cloud and related services as Al
needs vastly more energy and
computing power to run.

The Opportunity

e The demand for both traditional
cloud offerings and Al-related cloud
services is on the rise, following
a period of higher fiscal caution
among corporates.

e Manufacturers of cloud servers and
related hardware should see a rise in
demand from both traditional cloud
needs and Al-related demand, with the
increase in data consumption.

e Al provides a new, more powerful
toolset for cyber criminals and when
further coupled with the prospect of
quantum computing, adds to the
need for organisations to improve
their cybersecurity.

e Cooling is a major component of
digital architecture, making up to
40% of the data center costs already
(Source: HSBC Global Private Banking
as at 31 May 2024). Al needs far
more energy and server rack density
is expanding too, so more and better
cooling will be needed.

Why now?

e Companies are seeing their economic
outlooks improving almost every
month and, as such, they are
willing to spend more on their
digital architecture.

* |n arecent McKinsey study, the
number of large organisations who
felt they had the appropriate skills to
manage their cybersecurity fell from
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88% in 2022 to 82% in 2024. In the Cloud Services spending forecast
small-to-medium sized organisations,
fall was even more drastic, down from

B Cloud Application Infrastructure B Cloud Application Services
B Cloud Business Process Services Cloud Desktop-as-a-Service

94% in 2022 to 49% in 2024. us$mn Cloud System Infrastructure
_ 700,000 —
e The arrival of Al has created a flurry of 20.4%
demand for Al capabilities across all 600,000 — /
sectors and industries. Earlier like with 500,000 —
software, companies that embrace this
new tool are more likely to succeed in 400,000 —
the future and this can be seen in the 300,000 |
huge multi-billion dollar outlays for Al
capex that companies have outlined in 200,000
the recent months. 100,000 —|
e More powerful cyber tools enhance 0- 2022 2023 2024e
both good faith and bad faith actors
and as a result, organisations will need Source: Gartner, HSBC Global Private Banking as at 31 May 2024. Forecasts are subject to change.

to improve their cybersecurity and
adapt it to the changing landscape of
cyber attacks.






Globally, the sustainability initiative is
moving forward at pace. New energy
capacity is predominantly coming from
renewables, transportation Is seeing
progress from EV's to aviation where
sustainable jet fuel Is being developed
and used, industry is facing ever greater
scrutiny in monitoring its impact and
mechanisms such as carbon markets
are developing to facilitate transition to
a cleaner way of doing things.

Our two high conviction themes

1. Biodiversity and Circular Economy

2. Opportunities in Sustainable Energy

At all levels, sustainability is being been the standout performer in global
considered and action is being taken and equity market performance in recent
with it comes investment opportunity. years driven by its global technology
leaders. Sustainability, however, is one
The US is a great example of a region industry the region is less known for
which has had a contentious relationship and the general perception amongst the
with sustainability but is still forging investment community is that if you want
ahead with a range of initiatives and sustainable investment opportunities,
projects that are materially moving then the US is not the place to look. The

the dial. The US equity market has numbers however tell a different story.
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Data from the recent Sustainable Energy
in America 2024 Factbook points to some
major shifts in the carbon footprint of
America. The US added a record 42GW
of new renewable power generating
capacity to the grid. Solar and wind had
a divergent year though where solar set
records for new build while additions to
wind capacity were the lowest they have
been since 2015. Renewable energy hit
a record for share of US energy demand,
accounting for 23% (972TWh) of the
consumption in 2023.

Many may find it surprising to learn that
electric vehicle sales also surged last year
and delivered a record year in the US.
Sales of EV's and fuel-cell vehicles were up
50% on 2022 to 1.46 million units (Source:
HSBC Global Private Banking as at 31 May
2024). Price competition, expanding choice
and government incentives all contributed
to the rise. Energy storage is another
segment of sustainable opportunities

that is expanding rapidly. An estimated
7.5 gigawatts of battery storage was
commissioned in the US in 2023, a 62%
rise year-on-year bringing the total installed
capacity to 19.2 gigawatts (Source: HSBC
Global Private Banking as at 31 May 2024).

Behind all of this change are a mix

of factors, the Inflation Reduction

Act is a key driver of much of the
transition by making subsidies and

tax credits available to consumers

of cleaner products and across the
supply chains of companies looking to
base manufacturing in the US or for
companies looking to sell or buy any
carbon reduction credits. This has been
a key support to the level of demand

for cleaner products and services but
the economics are quite robust in many
channels too, particularly solar where the
economics for many projects look better
than traditional fossil fuel approaches.

Two very important trends are presenting
themselves in terms of US power
generation. Firstly, in terms of cleaning
up its carbon footprint, power is leading
the charge over Transport, Industry,
Agriculture, Residential and Commercial.
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In fact, Power is the only industry that
has made any significant change.

It has cut its emissions from c.2.4bn
metric tons of CO2 equivalent to ¢.1.4bn
metric tons of CO2 equivalent over the
last 15 years on the back of the growth
in renewable energy and the momentum
shows little sign of wavering (Source:
HSBC Global Private Banking as at 31
May 2024). In the last decade renewable
energy has steadily grown from 13%

of the market share of US energy
generation to be over 23% (Source:
HSBC Global Private Banking as at 31
May 2024) and that growth is ongoing,

which may be surprising to many who
feel that sustainability does not have
much of a foothold in the US markets.

Secondly, the reduction in emissions has
not come at a cost to productivity. Not
only has the per units of GDP per units of
BTU not gone down, they have continued
to rise at an impressive pace.

The US is producing more value to the
economy per unit of energy every year
but also that unit of energy is getting
cleaner every year.

The US demonstrates that taking a
more sustainable approach to energy

US Greenhouse Gas Emissions by Sector
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production does not hamper economic
progress and is good for the climate.

Globally, investor sentiment is picking
up again in line with macro conditions.
Private markets are a good bell weather
for where investors are looking for
opportunity and they are seeing ample
in a sustainable future with significant
capital flowing into funds dedicated

to climate tech in Q1. According to
Bloomberg New Energy Finance, 31
new climate focused venture capital and
private equity funds closed in the first
quarter of 2024 for a total of USD13.7bn
of dry powder to be deployed into
climate focused initiatives. This figure
represents a quadrupling of the Q1 2023
figure of USD3.3bn. Aramco Ventures
was a key driver of this with a USD4bn
cash injection while the other two large
funds of USD3.3bn and USD1.2bn were
in Sweden and Norway respectively.
Notably though, the US leads the

way over the last few years in funds
raised by investors.

The US is producing more value to the economy per unit of energy

US$bn GDP per quadrillion BTU of energy
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Source: HSBC Global Private Banking as at 31 May 2024.

Positive Climate Action is taking

place across the globe and the US is a
particularly interesting case study as it

is often viewed as not doing much on
this front but as this data shows, it is
doing a lot. It serves to highlight that the
opportunities for investors to support the

transition to a more sustainable future
while also generating attractive returns
remain plentiful. The opportunity set is
broad too, crossing many sub industries
as well as cutting across supply chains
from source, all the way downstream

to consumption.
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Top Trend — Climate Action

01 Biodiversity and Circular Economy _

Overview

e Farth’s biodiversity is imperative
for human existence. Our societies,
livelihoods and economies depend
on nature for the natural regulation
of weather patterns and provision of
basic materials like food and wood.

e The linear ‘Make — Take — Use — Waste'

economic model is damaging the
biodiversity and natural habitats.
Conservation efforts alone are
insufficient to halt biodiversity loss.
Adoption of a circular economic
model should help minimise waste
of essential resources and help in
stemming biodiversity loss.
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The Opportunity

As per the World Economic Forum,
half of global GDP — USD44 trillion — is
dependent on nature to some extent.
Biodiversity loss and ecosystem
collapse are cited by the WEF Global
Risks Report 2024 as one of the top
three risks over the next decade.
This therefore creates an opportunity
to act. New business models and
solutions that transition business
from a Linear to a Circular economic
model of ‘Reduce — Repair — Reuse —
Recycle and Re-design’ provide new
investment opportunities.

e \While the business world has paid
great attention to climate change,
the issue of biodiversity has largely
gone unnoticed until recently. But
the good news is that the transition
to a circular economy is already in
motion due to increased regulation,
market, consumer and investor forces.
Companies that harness and preserve
biodiversity could offer investors the
potential to access growth, provide
relative outperformance and support
long-term change.
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Why now?

e According to the World Economic
Forum, failure to address nature risks
could result in an estimated loss in
global GDP of USD2.7 trillion by 2030.
Given the economic risk, businesses
need to adapt their operations to
mitigate the impact on the nature and
simultaneously, the consequences of
biodiversity loss on their business.

UN member states agreed on terms of
the High Seas Treaty in March 2023,
aiming to oversee and protect seas
outside areas of exclusive economic
zones. This will have a direct monetary
impact in food, pharmaceutical and
cosmetics industries.

Three socio-economic systems endanger around 80% of threatened
or near-threatened species

Share of (near-) threatened species impacted

~
Food, land
] and ocean use

~———— In sum, the three
socio-economic

{000 Infrastructure systems together with

O :IP' and the built climate change impact

H Tﬁﬁ environment

~79%
of all (near-)
threatened species

Energy and 0
extractives 1 8 /0

Source: World Economic Forum, HSBC Global Private Banking as at 31 May 2024. Due to
partial overlap between the species impacted by the three systems, the percentage of species
impacted by all systems is smaller than the sum of percentages of the species impacted by
each system.
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Top Trends and High Conviction Themes

Top Trend — Climate Action

02 Opportunities in Sustainable Energy

Overview

e Clean energy technologies and
renewable energy sources are the
enablers in creating a net-zero world
in line with the Paris Agreement.

e While the transition has been
underway for decades, global
investments in the low-carbon
energy transformation have topped
USD1.8trn in 2023 but is only around
one third of what is needed. To keep
the world on a net-zero trajectory
by 2050, an average of USD4.8trn
per year in renewable energy will
be needed between 2024 and 2030
(Source: BNEF, February 24).

The Opportunity

e Renewable energy adoption has seen
a steep rise over the past decades,
thanks to rising awareness and policy
push. Rising demand has made clean
energy more competitive from a cost
perspective too. The average cost of
renewable energy sources has been
declining, underscoring the rising
economic and environmental benefits
of sustainable energy sources.

® As countries pledge net-zero
strategies for decades to come,
the transition to sustainable
and alternative energy solutions
is underway. The global policy
momentum remains strong,
supporting large-scale deployment
of clean power initiatives in the
coming years. Global energy security
concerns and fading supply chain
disruptions post-pandemic should
also drive further renewable energy
capacity additions. The global
renewable energy capacity expanded
by 50% in 2023, reaching almost 510
gigawatts (GW) (Source: Electricity
Renewables 2023 Analysis — IEA).
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Why now?

e The COP28 concluded with the
global stocktake confirming the world
is not on track to meet the Paris Agree-
ment target, and as global emissions
have not yet peaked, they would need
to be cut by at least 30% by 2030
(Bloomberg New Energy Finance,
2023). This increases the opportuni-
ty set for cost-effective and efficient
energy solutions in renewables and
alternative low-carbon resources.

e Despite higher costs and interest
rates in 2023, global investments in
offshore wind surged 79%, reaching
USD76.7bn, and investments

in global power grids reached
USD310bn highlighting the structural
opportunities in place. (Source:
Bloomberg New Energy Finance, 2023)

e The Fed remains likely to cut rates,
even if the timing and pace have been
pushed back aggressively since the
start of the year. Expectations are no
longer unrealistic, and the prospect of
lower rates should ease headwinds for
growth stocks, including renewable
energy pure plays. We see structural
investment opportunities in energies
such as renewables, hydrogen, energy
storage and carbon capture.
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Renewable energy continues to grow rapidly, driven by policy support, energy
security concerns and improving cost competitiveness

Net capacity additions by B PV Utility M PV Distributed M Onshore Wind
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Source: IEA, HSBC Global Private Banking as at 31 May 2024. Forecasts are subject to change.
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The typically slow changes in

the way we want to live, how we
consume and what we value are
typically also very consequential.
Companies need to adapt and ideally
anticipate these changes.

Our three high conviction themes

1. Infrastructure and Future Cities

2. Social Empowerment and Well-being

3. Sports and Entertainment

Our society is in constant flux but it's

easy to miss the slower moving changes.

So it can be helpful to take a step back.
If a person who died 20 years ago came
back, what would they be surprised
about? The great technological progress,
of course, and the rapid climate change,
which we cover under our two other
trends. But there are a myriad of other
changes too which we classify under our
broad umbrella of ‘Evolving Society’.

For example, Europe and China are
ageing quickly, while the populations
of most emerging markets continue
to expand. People continue to flock to

cities, leading to housing shortages

and bottle necks in infrastructure. The
high street has changed as people
seem to consume differently: there are
now plenty of boxes with deliveries in
buildings’ reception rooms all around
the world. People seem to do everything
last minute, and when they're not behind
their computer screens, they spend a lot
of money on travel, entertainment and
interesting experiences in the search of
fulfilling lives. Progress in healthcare is
enormous, but not everyone has equal
access to it. And while board diversity
has improved, women are still paid less
for the same job than men.
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Top Trends and High Conviction Themes

It's clear that the implications of these
changes in demographics, living
conditions and people’s expectations
are vast. Therefore, the small selection
of thematics that we choose to focus on
will evolve over time. Our selection is a
function of what we can implement and
what should be supported by short-term
forces as well as the longer term trend.

Infrastructure is a case in point. Many
countries have grossly underinvested in
infrastructure in the past decade, and

it shows in the poor state of the road
and rail networks in many countries.
Governments have trouble keeping up
with the need for ever more and ever
faster digital infrastructure. And as
people flock back to cities, it is clear that
they can only function if there is enough
investment in communication, water
and waste management. Infrastructure
quite literally provides the pipes needed
for our society to function, and when
there is a bottle neck, activity slows while
costs and inflation rise. Clearly, another
inflation spike is not what governments
want. So they welcome private sector
investment, especially as fiscal room is
limited in many countries. Investors are
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therefore in a strong position, in our view,
to negotiate attractive conditions. And
with returns on infrastructure often linked
to inflation (through regulation or as
stipulated in the contract), infrastructure
assets can be an attractive diversifier

in portfolios.

Our theme of Social Empowerment
and Well-being is one that is gaining
more attention under the Diversity,
Equity and Inclusion (DEI) trend which
seeks to promote the fair treatment

Global urbanisation continues apace
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and full participation of all people. The
theme overlaps with a number of UN
Sustainable Development Goals such

as good health and well-being, quality
education and gender equality. Investors
can select companies that are making

a positive transition to better social
values and practices, while still targeting
appropriate financial returns.

Lastly, we have chosen a theme at the

intersection of new exciting technologies
and societal change, in the form of

— Rural population
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Source: Statista, HSBC Global Private Banking as at 31 May 2024.
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‘Sports and Entertainment’. The feel they are in the stadium, and the lines
huge success of concerts by Taylor between reality and the virtual world
Swift in Singapore and Madonna in blur ever further.

Rio show the interest of consumers in

exciting experiences. Many concerts Our three themes are clear illlustrations
and sport events are now live streamed, of global trends that apply across

and docu-series, merchandise and geographies and across sectors. As such,
sponsoring create a major source they can help with the broadening of our
of additional revenues. With virtual geographical and sector exposure that
headsets and thanks to Al, people can we try to achieve in our portfolio strategy.

Infrastructure is benefiting from key structural forces

AN

Net-zero
transition

Infrastructure
N
N

Inflation

Evolving
Society

Digitalisation

Source: HSBC Global Private Banking as at 31 May 2024.

The jobs gap rate is more elevated than average for women and lower income
countries

Jobs gap rate (%) H Women B Men
30
25
20 —
15—
10 —
N l
0
World Low-income Lower middle Upper middle High income
countries income countries income countries countries

Source: International Labour Organisation - World Employment Social Outlook 2024, HSBC
Global Private Banking as at 31 May 2024. Jobs gap rate is the percentage of people who would
like to work but are jobless.
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Top Trends and High Conviction Themes

Top Trend — Evolving Society

Overview

01

Infrastructure and Future Cities

e |nvestment in energy resilience,
lowering emissions and flood defenses
has become crucial. We foresee
continued rapid urbanisation, with EM
markets leading the charge.

The pandemic has changed the
way we think about city living and
urbanisation. It raised challenges
and new ideas about innovation in
well-being, mobility, infrastructure,

housing and work practices. To be e Investment in infrastructure provides

commitment of governments and
corporates to achieve their net zero
targets and invest in renewable
energy infrastructure provides a
big opportunity.

e Net Zero: Is a tailwind. Global

successful, cities that are truly built
for the future need to consider all of
these aspects in their planning.

To create cities fit for the future,
adequate infrastructure investments
are needed in transportation,
creating green spaces, building
flood defenses, education and health
care facilities.

Much of the focus will be

on developing ‘smart’ cities,
which use data gathering and
analysis to optimise traffic and
energy consumption.

The Opportunity

42

Cities account for 80% of global
GDP. Given global mobility and
international competition between
economic blocks, investment in cities
is thus expected to be enormous in
coming years. 4.2bn people already
live in cities, and that should rise

to 5.2bn in 2030 and 6.7bn in 2050
according to the UN, with most

of the growth coming from the
emerging markets.

Why now?
e |nfrastructure stocks/funds offer

exposure to long-life, high-quality
assets which form the backbone

of global economy, like physical
infrastructure, renewable power,
energy transition, utilities, midstream
assets that transport hydrocarbons,
datacentres which often have
inelastic demand.

e Attractive Risk-Adjusted Returns:

Infrastructure assets tend to
outperform during economic booms
and protect on the downside during
periods of economic stress.

Key features of Infrastructure stocks/Funds

Stable Cash Flows

Contracted or regulated revenues

exposure to a secular growth

story given the sovereign backings
infrastructure development enjoys,
especially from recent US legislations
like the Inflation Reduction Act, and
the US CHIPS and Jobs Act.

In the current environment of
uncertainty, it provides stable cash
flows/dividends and also acts as a
partial inflation hedge.

Inflation-Linked Revenues

e

Revenues grow with inflation due to
contractual inflation indexation

Source: HSBC Global Private Banking as at 31 May 2024.
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Top Trends and High Conviction Themes

Top Trend — Evolving Society
02 Social Empowerment and Well-being —

Overview

The cost-of-living crisis, geopolitical
tensions and rising impact of
climate change has caused a
widening in disparities between,
and within nations. Food insecurity
and access to basic fundamental
rights have come into focus as
investors look beyond the ‘E" in ESG
and seek to contribute to a more
sustainable world.

Growing awareness and initiatives
such as the UN Sustainable
Development Goals increases the
pressure on businesses to address
the social and environmental
challenges alongside delivering on
their financial metrics.

The Opportunity

Amid the unraveling of structural
forces such as demographic shifts,
climate change and technological
revolution, companies are
increasingly adopting business
strategies that offer innovative
products and services which
incorporate solutions to long-term
challenges, while also delivering
sustainable shareholder value.

Thanks to innovative products and
services, companies will be able to
access underserved markets and
generate new revenue streams and
business growth and build greater
economic inclusion. Investors will
be able to participate in the growth
of currently untapped markets

The move towards a more inclusive world starts by ensuring basic
fundamental rights are met globally

B Safely managed M Basic B Limited
Unimproved

Access to drinking water

facilities (% population) No access (surface water only)

High Income

Upper-middle
Income

World

Lower-middle
Income

Low Income

[ T T T T |
0 20 40 60 80 100

Source: WHO/UNICEF Joint Monitoring Program for Water Supply and Sanitation, HSBC Global
Private Banking as at 31 May 2024.

towards a more sustainable world. e |mplications could vary from trade

and opportunities around clean
water, financial inclusion and
healthcare access.

e Governments and regulators are
increasingly implementing policies
for the public and private sector
to encourage social inclusion and
practices to address social issues,
such as nutrition, clean water and
access to education. Investors
could position in areas that are

supported by policy incentives, whilst

also contributing to the transition

Although investors should primarily
focus on the financial and investment
considerations, ESG factors are

also important. Please refer to our
ESG disclosures.

Why now?
¢ |In the backdrop of still elevated

interest rates, we broadly don't expect
fiscal tightening in 2024. However,
with more than 70 elections this year,
uncertainty around the fiscal outlook
and public investment spending
continues to persist.

protectionism to immigration policy,
and amid the ripple effects of
economic and geopolitical conditions,
there is a greater need for private
capital flows to address the ongoing
social topics.

We believe businesses that address
social (and environmental) challenges
tend to have more forward-thinking
strategies in their stakeholder
interactions and achieve stronger
business resilience.
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Top Trend — Evolving Society

03 Sports and Entertainment —

Overview

e The Sports and Entertainment
industries are still seeing elevated
post-pandemic demand, particularly
around the live experiences.
Investment activity in Sports and
Entertainment, including in esports, is
also high across sports teams, venues
and streaming content.

e Millennials and Gen Z are preferring to
rather spend on life experiences than
save for retirement (Source: Experian
report, June 2023).

e The physical and virtual worlds are
becoming blurred with the success
of esports and the advances in
VR and AR tech.

e The Olympics and European Football
championships will attract large
audiences this summer and act as a
tailwind for the industry.

The Opportunity

e |nvestment in Sports and
Entertainment has been growing
on several fronts. Saudi Arabia, in
particular, has been investing heavily
across global sports, most notably
in football and golf, (c.USD10bn)
in recent years.

e Streaming companies such as Amazon
and Netflix have been spending heavily
too, competing for live content and
creating docu-series which act as
promotional tools.

e New business models in music
entertainment focus on live events,
complementary movie theater
showings and VR concert experiences.
Live music revenues are expected
to grow at a CAGR of 9.6% through
2027 (Source: PWC Global Media and
Entertainment Outlook 2023 — 2027).

Global Sports revenue estimates

e Esports are growing rapidly too and
are attracting large global audiences
as well as bringing people to the
associated games and platforms.

e This year sees two of the most
watched global sporting events taking
place, the Summer Olympics with
over 2bn viewers and the Men's
European football championships with
over 300 million viewers.

e \We see opportunities in facilitators
of the events, advertising, clothing
and equipment, content generators
and technology.

Why now?

e |nvestment in Sports and
Entertainment is currently at historic
highs, both in activity and dollar spend.

e Technology is now enhancing
the experience of sports and
creating a variety of new ways to
experience events.

e The Summer Olympics and European
Men's Football championships will
act as catalysts for sports spending
in the summer.

US$bn — Sports Industry Revenues (LHS) —— Esports Industry Revenues (RHS)
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Source: Statista, HSBC Global Private Banking as at 31 May 2024. Forecasts are subject to change.
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\We want to lock in current

Global Private Banking

attractive bond vyields to
generate a solid income
stream. In equities, we tap
INnto broadening earnings
growth with our US and

European themes.

Our four high conviction themes

American Resilience
North American Re-Industrialisation

The Magnificent Europeans
Opportunities in Quality Credit

Regular readers know that to determine
our cyclical positioning, we start by
looking at two variables. First, we
examine whether inflation and rate
dynamics are benign or present a
headwind. Second, we look at whether
earnings and economic growth are
accelerating or decelerating. With two
variables and two options for each of
them, there are four possibilities.

The most bearish scenario for markets
would be stagflation, where inflation
is too high, and growth is falling. Fed
Chairman Jerome Powell all but ruled

out this option during the May press
conference, as he said “l don't see the
‘stag’ or the ‘-flation"”.

Clearly, that's good news. Bears can’t
have it both ways and be negative on
both variables. In our view, even those
who worry the Fed will not be able to
achieve both its inflation and growth
goals need to choose. The principal risk
is that inflation would remain stickier
by maintaining higher rates for a longer
period, but if this materialised, this would
lead to be the result of strong domestic
growth to a large extent.
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Top Trends and High Conviction Themes

While our core scenario agrees with

Mr Powell (i.e. good news on both
inflation and growth), our portfolio
strategy also takes into account the risk
of the ‘higher-for-longer and stronger-
for-longer’ scenario. Indeed, our biggest
overweight is in stocks, and we have
broadened our geographical and sector
exposure as a result of broadening
earnings and economic growth. Equities
don't worry too much about inflation
remaining at 3 — 3.5%; in fact, they
historically do quite well when inflation is
at that level.

But we still maintain a mild overweight
in bonds too, as Mr Powell stated the
next move would be a rate cut, thereby
effectively putting a cap on bond yields,
in our view. That cap cannot be too

far from current levels as we are close
to the recent Treasury yield peak and
markets are quite conservative on the
number of rate cuts, not just this year
but also for the foreseeable future. We
continue to favour US Treasury bonds
and investment grade corporate bonds,
as reflected in our high conviction theme
of Opportunities in Quality Credit.
High yield has performed well too, but
spreads are now quite tight, and any
equity volatility or fears of even further
delays in rate cuts could lead to some
spread widening for low-rated issuers
(we would rather hold a barbell of high-
quality bonds and equities).

In equities, we maintain our two
US-focused themes and have added a
European theme, to reflect our view that
global opportunities are broadening.
During Q2, we upgraded Eurozone
stocks from underweight to neutral as
the economic cycle there seems to have
bottomed. There are signs that this is
causing some of the attractive value in
European stocks to be unlocked, so we
have introduced a new The Magnificent
Europeans theme, which is an answer
to the better known Magnificent 7 in the
US. However, while our European version
also focuses on large caps and leading
innovators in their sector, the sector
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We have added a European theme as growth has bottomed and cyclical

momentum is improving

QoQ real GDP growth rates (%)
0.5+
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Source: HSBC Global Private Banking as at 31 May 2024. Forecasts are subject to change.

US households are generally in a good financial position as leverage

remains manageable
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Source: Bloomberg, Federal Reserve, HSBC Global Private Banking as at 31 May 2024.

exposure is naturally broader: Europe
has a much smaller tech sector and has
competitive advantages in other areas
such as consumer goods.

In the US, we continue to tap into the
strength of domestic demand through
our American Resilience theme.

Most US consumers are in a relatively
strong position as real wage growth has
rebounded thanks to falling inflation.
Job markets are still solid and interest
payments are manageable (thanks to

deleveraging after the financial crisis and
the long-term nature of most mortgages).
US consumer goods and services
companies, as well as US financials
should benefit from strong domestic
demand. While a high-for-longer rate
environment will put some pressure on
the most highly leveraged households
and companies, we expect the pickup

in delinquencies to remain mild. As for
commercial real estate, we are more
worried about the regional banks, as
large banks continue to see strong
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revenues from net interest, lending,

We continue to lock in current attractive yield levels as holding cash presents
trading and rising M&A activity.

a big opportunity cost

Finally, our North American .

Re-Industrialisation theme benefits .
] . ) P Investment Grade bond yield

both from a cyclical pickup in 6 —

manufacturing across the region, and

structural support. The broadening ° 7 Oty Gosi el Gesl
cyclical momentum has triggered 4 —

eamnings upgrades and strong stock price 5 Cash rate path anticipated by markets
momentum in the industrials sector.

The structural tailwind comes from the 2

onshoring and near-shoring resulting
from changes in the global supply chains.
Lastly, we note that existing legislation 0

) ) ’ ) S ¥ T 0L OO ONNINO®ODDODD D DO QO = =
and the Presidential campaigns underpin A g q Qg0 0

. : S 9559559559535 9%359%8359%8¢5?%
the manufacturing renaissance. <z o0o0<go0<go<<gzocgaoaczaoa<<gza<g

Source: Bloomberg, HSBC Global Private Banking as at 31 May 2024. Past performance is not a
reliable indicator of future performance.
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Top Trend — Riding the Earnings and Rate Cut Tailwinds
01 American Resilience _

Overview

e The US economy is expected to slow.
Secular themes like near/onshoring,
re-industrialisation of US manufacturing,
and emerging technologies will add
to growth.

e | abour markets remain healthy with
unemployment near 60-year lows
and rising real incomes are lifting
consumer purchasing power.

e Companies are investing to enhance
productivity and return on capital. US
earnings are forecasted to rise 11% in
2024 and further accelerate 14% in 2025
(Source: FactSet as at 10 May 2024).

e Post Fed pause, US equities historically
outperform global markets.

The Opportunity

e \We remain constructive on US
equities, with a slightly cyclical sector
allocation. A pause in Fed tightening
cycle has historically been beneficial
for consumer discretionary, industrials,
technology, healthcare and financials.

e Market consolidation and sector
rotation have brought down the
valuations. Looking ahead, the
outlook around lower rates and
multiples expansion should drive the
equity returns.

e Consumer spending should remain

healthy, with focus on services and ¢ The prospect of a lower cost of capital
discounted goods. this year should help drive earnings
upgrades and better equity returns.

e The technology revolution, supply chain We do not believe this is fully priced
near/onshoring and re-industrialisation into the markets yet.
should lift growth. Companies have
invested in hardware, software, and Why now?
numerous technologies that will improve ~ ® Historically, after a Fed pause, US
productivity and return on capital. equities outperform global markets

in the next year, with the S&P 500
rallying an average of 19% in the

next 12 months (Source: Analysis of
historical data from Bloomberg, 2024).

50



Global Private Banking

e As the Fed begins to lower rates, it Research and Development continues to rise
should be as:oretwe to earnings. We R&D % of GDP
expect earnings upgrades, especially
in interest-sensitive sectors. 4.0 7
3.5
® Improving earnings expectations 30

should result in meaningful multiples
expansion. In bull markets, the 2.5
average expansion of forward

multiples has been 5X. 20
1.5+
e The above mentioned secular trends 104
should provide a tailwind for corporate
earnings, equity market valuations and 05

1947 1956 1965 1974 1983 1992 2001 2010 2019
the overall US economy.

Source: Fred, HSBC Global Private Banking as at 31 May 2024.
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Top Trend — Riding the Earnings and Rate Cut Tailwinds

02 North American Re-Industrialisation _

Overview

e The US is trying to secure supply
chain of intermediate and finished
goods. In certain industries, local
production is essential to maintain
resilient supply chains.

e The Federal, state, and local
governments, all are pushing to lift
employment. Re-industrialisation is
creating jobs in the US.

¢ The use of revolutionary
technologies has reduced the cost
of manufacturing dramatically,
making US a viable competitor in
global manufacturing.

The Opportunity

e The federal government is providing
funds, and other tools to incentivise
investment for building new
manufacturing plants.

e Governments are pursuing new
manufacturing facilities and the
accompanying jobs will boost local
employment and wealth creation.

e After declining for years,
manufacturing employment has
risen almost 6% in the last three
years (Source: HSBC Global Private
Banking as at 31 May 2024).

e |ndustrial companies are thriving,
as new plants are being designed
and built. The surrounding
infrastructure must also be
updated to support the larger levels
of employment.
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e |n addition to the new plants, local
logistics must be updated to reflect
the increased flow of activity. Over the
last six months, construction spending
on new manufacturing facilities
has risen by 50% y-o-y (Source:

Fred, May 2024).

e Re-onshoring has been on focus
due to the need to create jobs in
the US. Both major US political
parties have championed this idea
and US companies are looking to
establish supply chain relationships in
countries that are friendly, nearby and
provide cheap labour.

Why now?

e This year is the US Presidential
election and job creation will be a
major political issue. New spending or
preferential tax abatements will remain

key. Post COVID, many companies
have relocated their manufacturing
to secure basic, intermediate and
finished goods.

Next generation technologies, led

by robotics, automation, Al and 3D
printing, to name a few, are increasing
productivity in manufacturing and
lowering costs.

As the Fed begins to lower interest
rates this year, the start-up cost of
new manufacturing plants should
continue to drop.

Global geopolitical instability has
caused many companies to relocate
and diversify production to countries
that offer better proximity to end users
with more political stability.

Spending on manufacturing remains strong

US$bn
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Source: Bloomberg, HSBC Global Private Banking as at 31 May 2024.
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Top Trend — Riding the Earnings and Rate Cut Tailwinds
03 The Magnificent Europeans _

Why now?

e European assets have been neglected
by some investors in recent years,
due to the stagflationary concerns
and greater vulnerability to ongoing
geopolitical conflicts. The focus has
instead been on US exceptionalism in
the West, Japan’s structural reforms
and India’s remarkable growth in
the East. Although these stories
remain exciting in our view, European
assets have been trading firmer of
late, as growth is showing a cyclical
improvement, inflation continues to
demonstrate progress and confidence
for policy rate cuts becomes stronger.

e This backdrop should also translate
to improved earnings, although a

Overview European peers in challenging times, number of quality large caps in Europe
e European growth has bottomed in and yet are very well positioned for have demonstrated their ability to
H2 of 2023, with forward-looking the secular thematic trends around grow their earnings and innovate
indicators and business surveys Al, healthcare innovation and even under periods of muted regional
pointing to mild growth this year, led energy transition. economic prospects.
by services and the economies in
the periphery. e European equities continue to trade e Valuations remain cheap versus US
at meaningful discounts relative to stocks, even when adjusting for
e The ECB has grown more confident their US peers and remain shy of their sector discrepancies, making them
about the outlook on inflation, with own 5- and 10-year historical averages an attractive diversification play for
the 2% goal closer in sight, paving half-way through Q2 2024 (Source: global portfolios.
the way for rate cuts to begin in Q3 HSBC Global Private Banking as
this year and with expectation of at 31 May 2024).

further cuts in Q4. Corporate earnings
are likely to bottom in Q1, and set

to rise heading towards year-end, Europe averted a recession with growth poised for a mild upswing supported
which should support our preference by forthcoming rate cuts and improved confidence
for quality stocks and large caps Composite PMI — ltaly —— Spain France Germany
within the Eurozone. 65

Expansion

and have nothing to be jealous of
their US peers.

The Opportunity 60 —
e There has been much talk around the
Magnificent 7 of US. However, Europe
also boasts some large cap companies %57 /\
that share similar characteristics
50 V \/\/ \
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e These European champions, or Contraction
. o , 40 -
so-called "Magnificent Europeans Apr-21  Sep-21  Feb-22  Jul-22 Dec22 May-23  Oct23  Mar-24

are global innovators that enjoy
double-digit earnings growth and i
high ROE yields. They have a global subject to change.
customer base and strong balance

sheets that helped them outperform

Source: S&P Global, Bloomberg, HSBC Global Private Banking as at 31 May 2024. Forecasts are

54



Global Private Banking

Top Trend — Riding the Earnings and Rate Cut Tailwinds
04 Opportunities in Quality Credi N

Overview DM IG bond yields remain attractive in the context of peak policy rates and
e Qur preference for high quality slower growth
corporate bonds is underpinned
by the attractive yields in an
environment of declining inflation
and low global economic growth. 6
We believe we are at the peak in
policy rates, yet risks remain as the
impact of higher rates on leveraged 4
companies is difficult to assess, due

Yield to Worst (%) — ICE BofA EUR IG Index —— ICE BofA US IG Index
7 pa—

to the lagged effect of monetary °
policy. A focus on quality credit in the 2
5 — 7 year part of the yield curve thus -
feels appropriate, across both global
and EM |G markst. 0 May-19 May-20 May-21 May-22 May-23 May-24
e Fundamentals remain robust Source: ICE BofA, HSBC Global Private Banking as at 31 May 2024. Past performance is not a
across many EM companies and reliable indicator of future performance.
quality EM bonds present a strong
S?\/rgsci}?cp;c‘)[iréin;géov;/:l:ztignl\g/;l:,g refinancing risks. We prefer selectivg e EM corporate bonds carry an IG. rating
sectors and nations. EM LatAm and Agan cgrporates while of BBB on average and offer a.yleld
on a sectoral basis, we like technology of 7.2% as of 13 May 2024, with a
The Opportunity and financials globally. relatively shorter duration gf 4.2 years
e Major central banks have exhausted (as per JPM CEMBI Broad index).
heir rate hike potential, in our view, Why now?
:/et policy rate:could rémain high f,or o With' pglicy ra.tes now firmly in e At4.7% on average,' QS Treasuries
longer to ensure inflation returns to restnoyve ‘Ferrltory, DM IG bonds offer (QST) are.already pricing in qgenerous
their targets. Global IG bonds with attractive yields a.cro.ss the curve. Based risk premlum for.the l{ncertaertY
a duration exposure of 5 — 7 years on the ICFE BofA |nd|ceS,IUS |G bonds around the inflation, fiscal deficit and
should benefit from slower GDP offer a ylelq of 5.6%, while European eleyated UST supply outlook. We
growth, given real rates currently IG bonds vyield 3.8% on avgrage as of believe cu.rrent marke’F levels represent
appear 100 restrictive. 13 May 2024. US HY credl‘F sprfeads a compellmg- (?ntry pomt ahd Iook.
appear rich versus US IG historically, for opportunities to invest in quality
« With tight credit spreads, the particularly as higher rates could weigh IG c.r.edits to provide a source of
! on more leveraged balance sheets. additional carry above the benchmark.

risk-reward remains in favour of
high-quality bonds as the risk-free US
Treasury component now represents
about 80% of the overall US IG index
nominal yield (Source: HSBC Global
Private Banking as at 31 May 2024).
Investing in medium duration bonds
allows us to lock-in attractive carry
for a longer period and benefit from
price appreciation, when interest
rates start declining.

e Qur largest overweight in Fixed
Income remains on DM IG
companies, while we selectively
invest in EM IG companies with
strong balance sheets and low
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Top Trends and High Conviction Themes

HSBC and
Sustainability

Today we finance a number of industries that
significantly contribute to greenhouse gas
emissions. We have a strategy to help our
custom-ers to reduce their emissions and to
reduce our own. For more infor-mation, visit
www.hsbc.com/sustainability.

Risk Disclosures
Risks of investment in fixed income

There are several key issues that one should consider
before making an investment into fixed income. The
risk specific to this type of invest-ment may include,
but are not limited to:

Credit risk

Investor is subject to the credit risk of the issuer.
Investor is also sub-ject to the credit risk of the
government and/or the appointed trustee for debts
that are guaranteed by the government.

Risks associated with high yield fixed
income instruments

High yield fixed income instruments are typically
rated below invest-ment grade or are unrated and

as such are often subject to a higher risk of issuer
default. The net asset value of a high-yield bond fund
may decline or be negatively affected if there is a
default of any of the high yield bonds that it invests
in or if interest rates change. The spe-cial features
and risks of high-yield bond funds may also include
the following:

® Capital growth risk — some high-yield bond funds
may have fees and/ or dividends paid out of capital.
As a result, the capital that the fund has available
for investment in the future and capital growth may
be reduced; and

Dividend distributions — some high-yield bond
funds may not distribute dividends, but instead
reinvest the dividends into the fund or alternatively,
the investment manager may have discretion on
whether or not to make any distribution out of
income and/or capital of the fund. Also, a high
distribution yield does not imply a positive or high
return on the total investment.

Vulnerability to economic cycles — during economic
downturns such instruments may typically fall
more in value than investment grade bonds as (i)
investors become more risk averse and (ii) de-fault
risk rises.

Risks associated with subordinated debentures,
perpetual debentures, and contingent convertible or
bail-in debentures

e Subordinated debentures — subordinated
debentures will bear higher risks than holders of
senior debentures of the issuer due to a lower
priority of claim in the event of the issuer's
liquidation.

e Perpetual debentures — perpetual debentures often
are callable, do not have maturity dates and are
subordinated. Investors may in-cur reinvestment
and subordination risks. Investors may lose all their
invested principal in certain circumstances. Interest
pay-ments may be variable, deferred or cancelled.
Investors may face uncertainties over when and
how much they can receive such payments.

e Contingent convertible or bail-in debentures —
Contingent con-vertible and bail-in debentures
are hybrid debt-equity instruments that may be
written off or converted to common stock on
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the oc-currence of a trigger event. Contingent
convertible debentures re-fer to debentures that
contain a clause requiring them to be writ-ten off or
converted to common stock on the occurrence of
a trigger event. These debentures generally absorb
losses while the issuer remains a going concern
(i.e. in advance of the point of non-viability). “Bail-
in” generally refers to (a) contractual mecha-nisms
(i.e. cotractual bail-in) under which debentures
contain a clause requiring them to be written off
or converted to common stock on the occurrence
of a trigger event, or (b) statutory mech-anisms
(i.e. statutory bail-in) whereby a national resolution
authority writes down or converts debentures
under specified con-ditions to common stock.
Bail-in debentures generally absorb losses at the
point of non viability. These features can introduce
notable risks to investors who may lose all their
invested princi-pal.

Contingent convertible securities (CoCos) or bail-in
debentures are highly complex, high risk hybrid
capital instruments with unusual loss-absorbency
features written into their contractual terms.

Investors should note that their capital is at risk and
they may lose some or all of their capital.

Changes in legislation and/or regulation

Changes in legislation and/or regulation could
affect the performance, prices and mark-to-market
valuation on the investment.

Nationalisation risk

The uncertainty as to the coupons and principal

will be paid on sched-ule and/or that the risk on the
ranking of the bond seniority would be compromised
following nationalisation.

Reinvestment risk

A decline in interest rate would affect investors as
coupons received and any return of principal may
be reinvested at a lower rate. Changes in interest
rate, volatility, credit spread, rating agencies actions,
liquidi-ty and market conditions may have a negative
effect on the prices, mark-to-market valuations and
your overall investment.

Risk disclosure on Dim Sum Bonds

Although sovereign bonds may be guaranteed

by the China Central Government, investors

should note that unless otherwise specified, other
renminbi bonds will not be guaranteed by the China
Central Government.

Renminbi bonds are settled in renminbi, changes in
exchange rates may have an adverse effect on the

value of that investment. You may not get back the
same amount of Hong Kong Dollars upon maturity
of the bond.

There may not be active secondary market available
even if a renminbi bond is listed. Therefore, you need
to face a certain degree of liquidity risk.

Renminbi is subject to foreign exchange control.
Renminbi is not freely convertible in Hong Kong.
Should the China Central Government tighten the
control, the liquidity of renminbi or even renminbi
bonds in Hong Kong will be affected and you may be
exposed to higher liquidity risks. Investors should be
prepared that you may need to hold a renminbi bond
until maturity.

Alternative Investments

Hedge Fund - Please note Hedge Funds often
engage in leveraging and other speculative

investment practices that may increase the risk of
investment loss. They can also be highly illiquid, are
not required to provide periodic pricing or valuation
information to investors, and may involve complex
tax structures and delays in distributing important
information. Alternative investments are often not
subject to the same regulatory requirements as,

say, mutual funds, and often charge high fees that
may potentially offset trading profits when they
occur. Private Equity — Please note Private Equity
is generally illiquid, involving long term investments
that do not display the liquid or transparency
characteristics often found in other investments (e.g.
Listed securities). It can take time for money to be
invested (cash drag) and for invest-ments to produce
returns after initial losses.

Risk disclosure on Emerging Markets

Investment in emerging markets may involve
certain, additional risks which may not be typically
associated with investing in more estab-lished
economies and/or securities markets. Such risks
include (a) the risk of nationalisation or expropriation
of assets; (b) economic and political uncertainty;

(c) less liquidity in so far of securities markets; (d)
fluctuations in currency exchange rate; (e) higher
rates of inflation; (f) less oversight by a regulator of
local securities market; (g) longer set-tlement periods
in so far as securities transactions and (h) less
strin-gent laws in so far the duties of company
officers and protection of Investors.

Risk disclosure on FX Margin

The price fluctuation of FX could be substantial
under certain market conditions and/or occurrence of
certain events, news or developments and this could
pose significant risk to the Customer.

Leveraged FX trading carry a high degree of risk
and the Customer may suffer losses exceeding their
initial margin funds. Market conditions may make it
impossible to square/close-out FX contracts/options.
Customers could face substantial margin calls and
therefore liquidity problems if the relevant price of
the currency goes against them.

The leverage of a product can work against you

and losses can exceed those of a direct investment.
If the market value of a portfolio falls by a certain
amount, this could result in a situation where the
value of collateral no longer covers all outstanding
loan amounts. This means that investors might have
to respond promptly to margin calls. If a portfolio’s
return is lower than its financing cost then leverage
would reduce a portfolio’s overall performance and
even generate a negative return.

Currency risk — where product relates to
other currencies

When an investment is denominated in a currency
other than your local or reporting currency, changes
in exchange rates may have a negative effect on
your investment.

Chinese Yuan (“CNY”) risks

There is a liquidity risk associated with CNY products,
especially if such investments do not have an active
secondary market and their prices have large bid/
offer spreads.

CNY is currently not freely convertible and
conversion of CNY through banks in Hong Kong
and Singapore is subject to certain restrictions.
CNY products are denominated and settled in CNY
deliverable in Hong Kong and Singapore, which
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represents a market which is different from that of
CNY deliverable in Mainland China.

There is a possibility of not receiving the full amount
in CNY upon settlement, if the Bank is not able to
obtain sufficient amount of CNY in a timely manner
due to the exchange controls and restrictions
applicable to the currency.

llliquid markets/products

In the case of investments for which there is no
recognised market, it may be difficult for investors to
sell their investments or to obtain reliable information
about their value or the extent of the risk to which
they are exposed.

Environmental, Social and Governance (“ESG")
Customer Disclosure

In broad terms “ESG and sustainable investing”
products include investment approaches or
instruments which consider environmental, social,
governance and/or other sustainability factors to
varying de-grees. Certain instruments we classify

as ESG or sustainable investing products may be

in the process of changing to deliver sustainability
outcomes. There is no guarantee that ESG and
Sustainable investing products will produce returns
similar to those which don’t have any ESG or
sustainable characteristics. ESG and Sustainable
investing products may diverge from traditional
market benchmarks. In addition, there is no standard
definition of, or measurement criteria for, ESG and
Sustainable investing or the effect of ESG and
Sustainable investing products. ESG and Sustainable
investing and related measurement criteria are (a)
highly subjective and (b) may vary significantly
across and within sectors.

HSBC may rely on measurement criteria devised
and reported by third party providers or issuers.
HSBC does not always conduct its own specific

due diligence in relation to measurement criteria.
There is no guarantee: (a) that the nature of the ESG/
sustainability effect of, or measurement criteria for,
an investment will be aligned with any par-ticular
investor’s sustainability goals; or (b) that the stated
level or target level of ESG/sustainability effect will
be achieved. ESG and Sustainable investing is an
evolving area and new regulations and coverage are
being developed which will affect how investments
can be categorised or labelled in the future.

An investment which is considered to fulfil
sustainable criteria today may not meet those
criteria at some point in the future. When we
allocate an HSBC ESG and Sustainable Investing (SI)
classification: HSBC ESG Enhanced, HSBC Thematic
or HSBC Impact (this is known as HSBC Purpose

in the UK) to an investment product, this does not
mean that all individual underlying holdings in the
investment product or portfolio individually qualify
for the classification. Similarly, when we classify

an equity or fixed income under an HSBC ESG
Enhanced, HSBC Thematic or HSBC Impact (this is
known as HSBC Purpose in the UK) category, this
does not mean that the underlying issuer's activities
are fully aligned with the relevant ESG or sustainable
characteristics attributable to the classification. Not
all investments, portfolios or services are eligible to
be classified under our ESG and S classifica-tions.
This may be because there is insufficient information
available or because a particular investment product
does not meet HSBC's Sl classifications criteria.

Important notice

This is a marketing communication issued by

HSBC Private Banking. HSBC Private Banking

is the principal private banking business of the

HSBC Group. Private Banking may be carried out
internationally by different HSBC legal entities
according to local regulatory require-ments. Different
companies within HSBC Private Banking or the
HSBC Group may provide the services listed in this
document. Members of the HSBC Group may trade
in products mentioned in this publication.

This document does not constitute independent
investment research under the European Markets in
Financial Instruments Directive (‘Mi-FID’), or other
relevant law or regulation, and is not subject to any
prohibition on dealing ahead of its distribution. Any
references to specific financial instruments or issuers
do not represent HSBC Private Banking's views,
opinions or recommendations, express or implied,
and are provided for information only.

The information contained within this document

is intended for general circulation to HSBC Private
Banking clients. The content of this document

may not be suitable for your financial situation,
investment experience and in-vestment objectives,
and HSBC Private Banking does not make any
representation with respect to the suitability or
appropriateness to you of any financial instrument or
investment strategy presented in this document.

This document is for information purposes only and
does not consti-tute and should not be construed as
legal, tax or investment advice or a solicitation and/or
recommendation of any kind from the Bank to you,
nor as an offer or invitation from the Bank to you to
subscribe to, purchase, redeem or sell any financial
instruments, or to enter into any transaction with
respect to such instruments. If you have concerns
about any investment or are uncertain about the
suitability of an in-vestment decision, you should
contact your Relationship Manager or seek such
financial, legal or tax advice from your professional
advisers as appropriate. You should not make any
investment decision based solely on the content of
any document.

HSBC Private Banking has based this document on
information ob-tained from sources it believes to be
reliable, but which may not have been independently
verified. While this information has been prepared

in good faith including information from sources
believed to be relia-ble, no representation or
warranty, expressed or implied, is or will be made by
HSBC Private Banking or any part of the HSBC Group
or by any of their respective officers, employees

or agents as to or in relation to the accuracy or
completeness of this document.

It is important to note that the capital value of, and
income from, any investment may go down as well
as up and you may not get back the original amount
invested. Past performance is not a guide to future
performance. Forward-looking statements, views and
opinions ex-pressed, and estimates given constitute
HSBC Private Banking's best judgement at the

time of publication, are solely expressed as general
commentary and do not constitute investment advice
or a guarantee of returns and do not necessarily
reflect the views and opinions of other market
participants and are subject to change without
notice. Actual results may differ materially from the
forecasts/estimates.

Foreign securities carry particular risks, such as
exposure to currency fluctuations, less developed
or less efficient trading markets, political instability,
a lack of company information, differing auditing
and legal standards, volatility and, potentially,

less liquidity.

Investment in emerging markets may involve
certain additional risks, which may not be typically
associated with investing in more estab-lished
economies and/or securities markets. Such risks
include (a) the risk of nationalization or expropriation
of assets; (b) economic and political uncertainty;

(c) less liquidity in so far of securities markets; (d)
fluctuations in currency exchange rate; (e) higher
rates of inflation; (f) less oversight by a regulator of
local securities market; (g) longer settlement periods
in so far as securities transactions and (h) less
strin-gent laws in so far the duties of company
officers and protection of Investors.

Some HSBC Offices listed may act only as
representatives of HSBC Private Banking, and are
therefore not permitted to sell products and services,
or offer advice to customers. They serve as points of
contact only. Further details are available on request.

In the United Kingdom, this document has been
approved for distribu-tion by HSBC UK Bank plc
whose Private Banking office is located at 8 Cork
Street, London W1S 3LJ and whose registered office
is at 1 Cen-tenary Square, Birmingham, B1 THQ.
HSBC UK Bank plc is registered in England under
number 09928412. Clients should be aware that

the rules and regulations made under the Financial
Services and Markets Act 2000 for the protection of
investors, including the protection of the Financial
Services Compensation Scheme, do not apply to
invest-ment business undertaken with the non-UK
offices of the HSBC Group. This publication is a
Financial Promotion for the purposes of Section 21 of
the Financial Services & Markets Act 2000 and has
been approved for distribution in the United Kingdom
in accordance with the Financial Promotion Rules

by HSBC UK Bank plc, which is author-ised by the
Prudential Regulation Authority and regulated by

the Financial Conduct Authority and the Prudential
Regulation Authority.

In Guernsey, this material is distributed by HSBC
Private Banking (C.I.), which is the trading name of
HSBC Private Bank (Suisse) SA, Guernsey Branch,
with registered office in Arnold House, St Julian’s
Avenue, St Peter Port, Guernsey, GY1 3NF. HSBC
Private Bank (Suisse) SA, Guernsey Branch is licensed
by the Guernsey Financial Services Commission

for Banking, Credit, Insurance Intermediary and
Investment Business. HSBC Private Bank (Suisse)
SA is registered in Switzerland under UID number
CHE-101.727.921, with registered office in Quai

des Bergues 9 17, 1201 Geneva (GE), Switzerland.
HSBC Private Bank (Suisse) SA is licensed as a Bank
and Securities Dealer by the Swiss Financial Market
Supervisory Authority FINMA.

In Jersey, this material is issued by HSBC Private
Banking (Jersey) which is a division of HSBC Bank
plc, Jersey Branch: HSBC House, Esplanade, St.
Helier, Jersey, JE1 THS. HSBC Bank plc, Jersey
Branch is regulated by the Jersey Financial Services
Commission for Banking, General Insur-ance
Mediation, Fund Services and Investment Business.
HSBC Bank plc is registered in England and Wales,
number 14259. Registered office 8 Canada Square,
London, E14 5HQ. HSBC Bank plc is authorised by
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the Prudential Regulation Authority and regulated by
the Financial Conduct Authority and the Prudential
Regulation Authority.

In Isle of Man, this material is issued by HSBC
Bank plc, HSBC House, Ridgeway Street, Douglas,
Isle of Man IM99 1AU. HSBC Bank plc is licensed
and regulated by the Isle of Man Financial Services
Authority. HSBC Bank plc is registered in England
and Wales, number 14259. Registered office 8
Canada Square, London, E14 5HQ. HSBC Bank plc

is authorised by the Prudential Regulation Authority
and regulated by the Financial Conduct Authority and
the Prudential Regulation Author-ity.

In France, this material is distributed by HSBC
Private Bank Luxem-bourg French Branch — SIREN
911 971 083 RCS Paris. HSBC Private Bank-ing in
France is subject to approval and control by the
Autorite de Controle Prudentiel et de Resolution
[Prudential Control and Resolu-tion Authority]. HSBC
Private Banking is a Branch of HSBC Private Bank
(Luxembourg) S.A. 18 Boulevard de Kockelscheuer
L-1821 Luxembourg, Public Limited Luxembourg
Company with share capital of: 160.000.000 euros,
RCS Luxembourg: B52461, Trade and Companies
Register of Paris Bank and Insurance Intermediary
registered with the Organisme pour le Registre des
Intermediaires en Assurances [Organisation for the
Register of Insurance Intermediaries] under no.
2011CMO008 (www.orias.fr) — Intra-community VAT
number: FR34911971083. HSBC Private Banking in
France — Registered office: 38, avenue Kleber 75116
Paris-FRANCE — Tel. +33 (0) 1 49 52 20 00.

In or from Switzerland, this marketing material is
distributed by HSBC Private Bank (Suisse) SA, a bank
regulated by the Swiss Financial Mar-ket Supervisory
Authority FINMA, whose office is located at Quai

des Bergues 9-17, 1201 Geneve, Switzerland. This
document does not con-stitute independent financial
research and has not been prepared in accordance
with the Swiss Bankers Association’s “Directive on
the Independence of Financial Research”, or any
other relevant body of law.

In Abu Dhabi Global Markets (ADGM), this
material is distributed by, HSBC Bank Middle East
Limited, ADGM Branch, PO BOX 764648, Abu Dhabi,
which is regulated by the ADGM Financial Services
Regulatory Authority (FSRA) and lead regulated

by the Dubai Financial Services Authority (DFSA).
Contents in this document is directed at FSRA
defined Professional Clients only and should not be
acted upon by any other person.

In Dubai International Financial Centre (DIFC),
this material is distribut-ed by HSBC Private Bank
(Suisse) SA, DIFC Branch, P.O. Box 506553 Dubai,
UAE which is regulated by the Dubai Financial
Services Authori-ty (DFSA) and the Swiss Financial
Market Supervisory Authority FIN-MA. Content

in this document is directed at DFSA defined
Profession-al Clients only and should not be acted
upon by any other person.

In South Africa, this material is distributed by HSBC
Private Bank (Suisse) SA, South Africa Representative
Office approved by the South African Reserve Board
(SARB) under registration no. 00252 and author-ized
as a financial services provider (FSP) for the provision
of Advice and Intermediary Services by the Financial
Sector Conduct Authority of South Africa (FSCA)
under registration no. 49434. The Representative
Office has its registered address at 2 Exchange
Square, 85 Maude Street, Sandown, Sandton.
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In Bahrain, this communication is distributed by
HSBC Bank Middle East Limited, Bahrain Branch,

a member of the HSBC Group, which comprises
HSBC Holdings Plc and each of its subsidiaries and
includes entities providing private bank services.
HSBC Bank Middle East Lim-ited, Bahrain Branch
may refer clients to HSBC Group entities providing
private banking services as well as, to the extent
permissible, refer certain private banking financial
products and services to clients in Bahrain. However,
such private banking financial products and services
shall be governed by the terms and conditions and
laws and regula-tions applicable to relevant HSBC
Group entity that will provide the financial products
or services.

HSBC Bank Middle East Limited, Bahrain Branch, is
regulated by the Central Bank of Bahrain and is lead
regulated by the Dubai Financial Services Authority.

In Qatar, this communication is distributed by HSBC
Bank Middle East Limited, Qatar Branch which is

a member of the HSBC Group, which comprises
HSBC Holdings Plc and each of its subsidiaries and
includes entities providing private bank services.

HSBC Bank Middle East Limited, Qatar Branch, P.O.
Box 57, Doha, Qatar, is licensed and regulated by
the Qatar Central Bank and is lead regulat-ed by the
Dubai Financial Services Authority.

HSBC Bank Middle East Limited, Qatar Branch

may refer clients to HSBC Group entities providing
private banking services as well as, to the extent
permissible, refer certain private banking financial
products and services to clients in Qatar. However,
such private banking financial products and services
shall be governed by the terms and conditions and
laws and regulations applicable to relevant HSBC
Group entity that will provide the financial products
or services.

In Lebanon, this material is distributed by HSBC
Financial Services (Lebanon) S.A.L. (“HFLB"),
licensed by the Capital Markets Authority as a
financial intermediation company Sub N°12/8/18 to
carry out Advising and Arranging activities, having its
registered address at Centre Ville 1341 Building, 4th
floor, Patriarche Howayek Street, Beirut, Lebanon,
P.O. Box Riad El Solh 9597.

In Hong Kong and Singapore, THE CONTENTS
OF THIS DOCUMENT HAVE NOT BEEN REVIEWED
OR ENDORSED BY ANY REGULATORY AUTHORITY
IN HONG KONG OR SINGAPORE. HSBC Private
Banking is a division of Hongkong and Shanghai
Banking Corporation Limited. In Hong Kong, this
document has been distributed by The Hongkong
and Shanghai Banking Corporation Limited in the
conduct of its Hong Kong regulated business. In
Singapore, the document is distributed by the
Singapore Branch of The Hongkong and Shanghai
Banking Corpo-ration Limited. Both Hongkong

and Shanghai Banking Corporation Limited and
Singapore Branch of Hongkong and Shanghai
Banking Corporation Limited are part of the HSBC
Group. This document is not intended for and must
not be distributed to retail investors in Hong Kong
and Singapore. The recipient(s) should qualify

as professional investor(s) as defined under the
Securities and Futures Ordinance in Hong Kong

or accredited investor(s) or institutional investor(s)
or other relevant person(s) as defined under the
Securities and Futures Act in Singapore. Please
contact a representative of The Hong Kong and
Shanghai Banking Corporation Limited or the

Singapore Branch of The Hong Kong and Shanghai
Banking Corporation Limited respective-ly in respect
of any matters arising from, or in connection with
this report.

Some of the products are only available to
professional investors as defined under the Securities
and Futures Ordinance in Hong Kong/accredited
investor(s), institutional investor(s) or other relevant
per-son(s) as defined under the Securities and
Futures Act in Singapore. Please contact your
Relationship Manager for more details.

The specific investment objectives, personal situation
and particular needs of any specific persons were
not taken into consideration in the writing of this
document. To the extent we are required to conduct
a suitability assessment in Hong Kong where this

is permitted by cross border rules depending on
your place of domicile or incorporation, we will

take reasonable steps to ensure the suitability of

the solicitation and/ or recommendation. In all

other cases, you are responsible for assessing and
satisfying yourself that any investment or other
dealing to be entered into is in your best interest and
is suitable for you.

In all cases, we recommend that you make
investment decisions only after having carefully
reviewed the relevant investment product and
offering documentation, HSBC's Standard Terms
and Conditions, the “Risk Disclosure Statement”
detailed in the Account Opening Booklet, and all
notices, risk warnings and disclaimers contained

in or accom-panying such documents and having
understood and accepted the nature, risks of and
the terms and conditions governing the relevant
transaction and any associated margin requirements.
In addition to any suitability assessment made in
Hong Kong by HSBC (if any), you should exercise
your own judgment in deciding whether or not a
particular product is appropriate for you, taking into
account your own circumstances (including, without
limitation, the possible tax consequences, legal
requirements and any foreign exchange re-strictions
or exchange control requirements which you may
encounter under the laws of the countries of your
citizenship, residence or domi-cile and which may
be relevant to the subscription, holding or disposal
of any investment) and, where appropriate, you
should consider taking professional advice including
as to your legal, tax or accounting posi-tion. Please
note that this information is neither intended to

aid in decision making for legal or other consulting
questions, nor should it be the basis of any such
decision. If you require further information on any
product or product class or the definition of Financial
Products, please contact your Relationship Manager.

In Thailand, this material is distributed by The
Hongkong and Shang-hai Banking Corporation
Limited, Bangkok branch. Registered and
incorporated in Hong Kong SAR. Registered office:
1 Queen'’s Road Central, Hong Kong SAR and
registered as a branch office in Thailand having
registered number: 0100544000390. Bangkok
branch registered office: No. 968 Rama IV Road,
Si Lom Sub-district, Bang Rak District, Bangkok
Metropolis. Authorized and supervised by the
Bank of Thai-land and the Securities and Exchange
Commission, Thailand.

In Luxembourg, this material is distributed by
HSBC Private Banking (Luxembourg) SA, which is
located at 18 Boulevard de Kockelscheuer L-1821
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Luxembourg and is regulated by the Commission de
Surveillance du Secteur Financier (“CSSF").

In the United States, HSBC Private Banking

is the marketing name for the private banking
business conducted by the principal private bank-ing
subsidiaries of the HSBC Group worldwide. In the
United States, HSBC Private Banking offers banking
services through HSBC Bank USA, N.A., Member
FDIC. Investments and certain insurance products,
including annuities are offered by HSBC Securities
(USA) Inc. ("HSI"), Member NYSE/FINRA/SIPC. HSI
is an affiliate of HSBC Bank USA, N.A. In California,
HSI conducts insurance business as HSBC Securities
Insurance Services. License #: OE67746. Whole life,
universal life, term life, and other types of insurance
are offered by HSBC Insurance Agen-cy (USA) Inc.,

a wholly owned subsidiary of HSBC Bank USA, N. A.
Products and services may vary by state and are not
available in all states. California license #: OD36843.

Investment products are: Not a deposit or other
obligation of the bank or any affiliates; Not FDIC
insured or insured by any federal govern-ment
agency of the United States; Not guaranteed by
the bank or any of its affiliates; and are subject
to investment risk, including possible loss of
principal invested.

All decisions regarding the tax implications of
your investment(s) should be made in connection
with your independent tax advisor.

In Australia, the present communication is
distributed by The Hongkong and Shanghai Banking
Corporation Limited, Sydney Branch (ABN 65 117
925 970, AFSL 301737). The present communication
is for wholesale clients only and is not available for
distribution to retail clients (as defined under the
Corporations Act 2001). Any information provided

in the present communication is general in nature
only and does not take into account your personal
needs and objectives nor whether any investment is
appropriate for you.

The Hongkong and Shanghai Banking Corporation
Limited, Sydney Branch is a foreign Authorised
Deposit-taking Institution (“foreign ADI”) supervised
by the Australian Prudential Regulatory Authority.
Except for it and HSBC Bank Australia Limited (ABN
48 006 434 162, AFSL 232595), no other HSBC
Group entity described in this document, is an
authorised deposit-taking institution in Australia.

Transactions which you enter into with an entity

or branch other than The Hongkong and Shanghai
Banking Corporation Limited, Sydney Branch,

does not represent a deposit with, or a liability of,
The Hongkong and Shanghai Banking Corporation
Limited, Sydney Branch. Unless expressly stated
otherwise in any document, The Hongkong and
Shanghai Banking Corporation Limited, Sydney
Branch does not stand behind, or support by way of
guarantee or otherwise, the obligations of any other
related entity of the HSBC Group (includ-ing HSBC
Bank Australia Limited). Transactions you enter

into with a branch of The Hongkong and Shanghai
Banking Corporation Limited other than the Sydney
Branch, will not be booked in Australia and is not a
transaction with the Sydney Branch.

The Hongkong and Shanghai Banking Corporation
Limited also does not guarantee the performance
of any products of another HSBC Group entity

or branch.

Transactions you enter into with another HSBC
Group entity is ex-posed to a variety of risks such

as investment risk, including possible delays in
repayment and loss of income and principal invested.

As a foreign ADI, provisions in the Banking Act 1959
(Cth) for the pro-tection of depositors do not apply to
The Hong Kong and Shanghai Banking Corporation
Limited, Sydney Branch. For example, depositors
with foreign ADIs do not receive the benefit of the
following protec-tions:

® Deposits are not covered by the financial claims
scheme and are not guaranteed by the Australian
Government.

® Deposits do not receive priority ahead of amounts
owed to other creditors. This means that if a
foreign ADI was unable to meet its obli-gations or
otherwise is in financial difficulties and ceases to
make payments, its depositors in Australia would
not receive priority for repayment of their deposits
from the foreign ADI's assets in Australia.

A foreign ADI is not required to hold assets in
Australia to cover its deposit liabilities in Australia.
This means that if the foreign ADI were unable

to meet its obligations or otherwise is in financial
difficulties and ceases to make payments, it is
uncertain whether depositors would be able to
access the full amount of their deposit.

In mainland China, this material is distributed by
HSBC Bank (China) Company Limited (“HBCN") to its
customers for general reference only. This document
has no contractual value and is not and should not
be construed as an offer or the solicitation of an offer
or a recommenda-tion for the purchase or sale of any
investment or subscribe for, or to participate in, any
services. HBCN is not recommending or soliciting
any action based on it.

In UAE (onshore), this material is distributed by
HSBC Bank Middle East Limited UAE Branch, which
is regulated by the Central Bank of UAE, for the
purpose of this promotion and lead regulated by
the Dubai Financial Services Authority. In respect
of certain financial ser-vices and activities offered
by HSBC Bank Middle East Limited UAE Branch,

it is regulated by the Securities and Commodities
Authority in the UAE under license number 602004,
The material contained in this document is for
general information purposes only and does not
constitute investment research or advice or a
recommendation to buy or sell investments.

In Kuwait, this material is distributed by HSBC

Bank Middle East Lim-ited, Kuwait Branch (HBME
KUWAIT) which is regulated by the Central Bank

of Kuwait, Capital Markets Authority for licensed
Securities Activ-ities and lead regulated by the

Dubai Financial Services Authority. This document is
directed to clients of HBME KUWAIT and should not
be acted upon by any other person. HBME KUWAIT
is not responsible for any loss, damage or other
consequences of any kind that you may incur or
suffer as a result of, arising from or relating to your
use of or reliance on this document. The content of
this document is for general information purposes
only and does not constitute the offering of advice or
recommendation to invest and should not be used as
the basis for any decision to buy or sell investments.

In HSBC India, this material is distributed by
Hongkong and Shanghai Banking Corporation
Limited, India (“HSBC India”). HSBC India is a branch
of the Hongkong and Shanghai Banking Corporation
Limited. HSBC India is a distributor of select mutual
funds and referrer of in-vestment products from third

party entities registered and regulated in India. HSBC
India does not distribute investment products to
those persons who are either the citizens or residents
of United States of America (USA), Canada or any
other jurisdiction where such distribu-tion would

be contrary to law or regulation. HSBC India, will
receive commission from HSBC Asset Management
(India) Private Limited, in its capacity as a AMFI
registered mutual fund distributor of HSBC Mutual
Fund. The Sponsor of HSBC Mutual Fund is HSBC
Securities and Capital Markets (India) Private Limited
(HSCI), a member of the HSBC Group. Please note
that HSBC India and the Sponsor being part of

the HSBC Group, may give rise to real, perceived,

or potential con-flicts of interest. HSBC India has

a policy in place to identify, prevent and manage
such conflict of interest. HSBC India provides
nondiscretionary portfolio advisory services for select
Private Banking customers under the SEBI (Portfolio
Managers) Regulations, 2020 (“PMS Regulations”)
vide registration no. INPO00000795. Performance of
each portfolio may vary for each investor because of
1) the timing of inflows and outflows of funds; and

2) differences in the portfolio composition because
of restrictions and other constraints. Mutual Fund
investments are subject to market risks, read all
scheme related documents carefully.

For SAA/TAA

This is an illustrative approach of a globally diversified
portfolio alloca-tion strategy across asset classes; the
strategy and the underlying fulfilment options are not
applicable to India customers. Where your location of
residence differs from that of the HSBC entity where
your account is held, please go to HSBC Global
Private Banking website > Disclaimer > Cross
Border Disclaimer for disclosure of cross-border
considerations regarding your location of residence.
No part of this publication may be reproduced,
stored in a retrieval system, or transmitted, on any
form or by any means, electronic, me-chanical,
photocopying, recording or otherwise, without the
prior written permission of HSBC.

A complete list of private banking entities is available
on our HSBC Private Bank website.

©Copyright HSBC 2024
ALL RIGHTS RESERVED
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