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Private Equity: the momentum around
alternatives Is accelerating

The foreseeable rise of alternatives

Global public equity and bond markets have been volatile since the start of the year. Inflation is proving to be stickier than first
thought, and markets are therefore pricing in more rapid monetary policy normalisation. Economic data and earnings momentum
have become more mixed 100.

Amid all of the short term uncertainty, some investors are looking at the long term approach of private markets to help ‘look
through’ some of this volatility. That long term approach can also be well suited to participate in the long term trends and themes
that are part of ‘Resilience Redefined’, i.e. the digital transformation, the sustainability revolution and Asia’s new growth model.
These three big trends will need a huge amount of funding, which will come from the bond and equity markets, but also from
private markets.

Another reason for the interest in private markets is that, in spite of the recent correction, equities and bonds are still relatively
highly valued, and monetary policy normalisation may challenge those valuations. In fact, we measure the long term, annual
expected return on a traditional balanced portfolio at 4.6% in US dollar terms. That's well below the current inflation level, way
below historic levels, as well as what most investors require and assume, particularly given the arrival of elevated inflation. Many
investors, therefore, are making greater use of alternative asset classes as an additional source of return, and our long-term return
forecast for private equity is 7.4% (Source: HSBC Asset Management). Diversification properties may be even more compelling
considering the challenge ahead for bonds as a reliable equity hedge, given rising policy rates and some of the highest inflation
readings in decades.

In a world where most asset classes are either neutrally-valued or looking rich, and where bonds don't act as a reliable equity
hedge, embedding alternatives into asset allocations is naturally becoming mainstream. In the past, alternatives were largely off-
limits to most but the bigger institutional investors. This doesn’t come as a surprise since larger structures usually have more
resources to assess the risk and opportunities associated to the inclusion of new asset classes in their allocations — and have the
necessary scale to access more opportunities. But the hunt for yield and diversification, associated to wider product availability
should continue to push more investors — of all scales - to integrate alternatives in their asset allocations. This is what we observe
from our continuous dialogue with family offices. The investment industry appears to agree, with data provider Preqin, forecasting
assets invested in alternatives to grow an impressive 15%per year to reach $17 trillion by 2025.

But of course, investors thinking about alternatives need to consider the higher fees and important suitability considerations,
including the ability to tolerate illiquidity, outlined in more detail later in this piece. In addition, PE returns are very much dependent
on manager selection and due diligence and investing in first or second quartile managers as there is considerable return
dispersion between managers.
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Private equity at the forefront

As illustrated below, private equity is the largest segment within the asset class. It already represents more than 40 per cent of
total assets under management and is expected to represent more than half by 2025. This means that PE assets should double and
reach around $9 trillion.

Figure 1: Alternative Assets under Management and Forecast
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Source: Preqgin Forecasts. 2021 figure is annualized based on data to March.

Given the return and diversification benefits, investors are increasingly willing to sacrifice liquidity to benefit from new potential
sources of returns. Indeed, it is rare that families need the entirety of their assets to be liquid. Some also see the opportunity to
invest in new investment themes, accessing innovative companies at very early stages of their development.

Private equity is a vast, diverse and fast-growing investment universe. Consequently, not all private equity investment solutions are

created equal. Venture capital, primary, secondary and co-investments all come with their own characteristics and specificities.
Similarly, investing directly or via mutual funds would imply different outcomes.

3

PUBLIC



The world of private equity

A commitment approach

Structurally, private equity is less liquid than its public counterpart due to the lack of active secondary markets for the assets as
well as common restrictions on the transfer of individual investor interests in PE funds.

However, the lack of public shareholders means there is less regulatory burden involved in the PE market, so companies can focus
on longer term strategies rather than being constrained by quarterly reporting. Yet this also means less transparency or access to
information.

Therefore, when investing in private markets, PE fund managers can benefit from two additional premiums not present in listed
markets - illiquidity and complexity. These two risks imply that investors are compensated for endorsing them. Like any other risk,
these two can be managed with the appropriate skills and resources, making due diligence a crucial component of the selection
process.

Private equity strategies

There are a variety of approaches that can be taken across different points of a company’s lifecycle, as shown in Figure 2. These
strategies include:

@ Venture capital: Refers to investments in private companies at the earlier stages of their development that have
the potential for rapid growth. The funding given to early-stage start-ups is often used to build out the operation
and structure of the company, with the investor receiving a stake in the business in return. These stakes are often
minority investments, allowing private companies to still retain control but benefit from the expertise and
guidance of venture capitalists

€ Growth equity: When a company is more established as it progresses through its lifecycle, growth equity
strategies come into play. Though the company is maturing and can offer goods or services at a profit, additional
funding through selling a stake to a growth equity PE fund gives the company the capital required to scale up

€ Buyout strategy: Usually involves taking a public company private through a purchase by either a private equity
firm or its existing management team. This can be funded by the existing management team (management
buyout) or with a combination of equity and a significant amount of borrowed money (leveraged buyout). In
comparison to growth and venture strategies, buyouts involve a change of ownership, with the management
team or private equity firm holding majority control of the company in question

€ Turnaround or distressed strategy: Investing in distressed companies to take control with the aim of restoring
the company’s profitability. This usually involves major changes to the company, both management-wise and
structurally
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Figure 2: lllustration of private equity strategies across a company'’s lifecycle
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Source: HSBC Asset Management (January 2021). For illustrative purposes only, not to scale

Ways to access private equity
Private equity can be accessed through three main markets: primary, secondary and co-investments.

¢ Primary markets form the foundation of private equity, involving direct investments at the time of inception of a
closed-end private equity partnership. Primary investments are usually characterised by a longer investment
period, and higher return potential. These closed-ended funds typically have a ten-year life within which capital
received is drawn down, usually over five years, when suitable companies that fit the strategy of the fund are
identified. However, due to the nature of capital being committed in advance, PE fund managers take on blind
pool risk as they are unaware of the investments that will be made, and we note that performance fees detract
from performance.

@ Therefore, the secondary market can offer increased liquidity and greater visibility through acquisitions into
either large portfolios of existing funds or single funds with a small number of companies remaining. Acquisitions
usually take place after three years into a fund'’s life, i.e. the majority of capital has already been deployed and the
fund is closer to an exit. Secondaries therefore tend to offer faster deployment, accelerated return on capital, and
lower risk due to early write-offs and losses. Underlying assets can be individually assessed and priced, and PE
fund managers who need liquidity are able to sell their stakes in the secondary market although available
valuations may be more or less favourable.

€ Co-investments involve investors buying into a company directly alongside the PE fund manager (known as the
general partner), providing a more hands-on approach for investors, allowing them to tailor their portfolio
composition further. These investments are typically free of performance and management fees, giving investors
the potential to get an uplift in performance
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The return cycle: Straightening the J-curve

What is the J-curve

A well-documented phenomenon for investing in private equity is the J-curve. Simply put, it conveys the idea that the return and
cash flow profile would be negative for the first few years of a PE investment before generally turning positive in the latter years,
for reasons explained in the sections below. The takeaway is that PE investors need to be patient to wait out a period of lagging
performance before they can reap the potential rewards.

Primary investments

So what causes the negative returns in the early years? First, the fund manager generally does not deploy the capital immediately
when investors make an investment into a primary PE fund. Candidate companies need to be identified; due diligence research
needs to be undertaken; the terms of acquisition need to be worked out — these steps take time, and all the while fees and
expenses are incurring. Secondly, when capital is finally called and channelled into a target investee company, one also should not
expect returns right away. For example, if the target company is one originally in distress, it would take time to reform and revive
the business before it might deliver attractive returns. On the other hand, if the target company is a growth company in an early
stage of development, it might need to continually require heavy capital expenditures in order to grow and gain market share,
before the business could mature and turn decent profits.

A stylised J-curve of a primary PE investment is shown in Figure 3 below. Assuming a 10-year horizon, the return would remain
negative until the 3-year mark, for the reasons we have mentioned above. When the fund’s acquired companies begin to deliver,
the return curve finally bends upward to give its iconic J-shape.

Figure 3: Stylised J-curves for primary and secondary private equity investments
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Source: HSBC Asset Management (January 2021) (For illustrative purposes only, not to scale)
Secondary investments and co-investments

The secondary market of private equity investments exists because some primary fund investors might want to exit a fund before it
runs its full course, so would sell their stakes in the secondary market. Investors buying into these so-called ‘secondaries’ could
potentially avoid the negative portion of the J-curve and also commit to a shorter investment horizon. But they do so at the cost of
generally lower lifetime returns for their investments. This explains the difference in the Figure 3 illustration of a return curve for a
secondary investment.
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A similar dynamic is in play for a co-investment, which in essence is just a secondary investment in an individual company rather
than a fund. All of this brings out the main point that, as with public equities, there is a risk-reward trade-off with private equities.
Some investors might be willing to stomach a deeper trough at the onset of the J-curve for better potential future returns, while
others might be willing to accept lower returns in order to avoid the initial dip. For investors with a particular risk-return profile, a
sensible strategy to consider would be to invest in a fund of funds that has just the right mix of primary and secondary investments
to produce the profile that they desire.

Responsible investing in private markets: not an oxymoron anymore

Research by HSBC and Boston Consulting Group has highlighted small and medium sized enterprises as a ‘'new front’ in the battle
against climate change, with a quarter of small businesses believing that a focus on environmental sustainability will grow their
business in the next 12 months. The takeaways emphasise the need for creative solutions to support the transition of SMEs to net-
zero emissions, given they lack the access to capital or in-house expertise of larger businesses. Furthermore, much of the
innovation to drive the net-zero transition is set to come from what are early stage companies today, with specialised technologies
and solutions. (Source: Delivering Net Zero Supply Chains HSBC & BCG, October 2021)

Consequently, private equity and venture capital managers can play a key role in helping businesses both participate in and drive
the transition. In addition to the importance of capital to support innovation towards mitigating and adapting to climate change,
there is opportunity to work closely with management to increase awareness and action on broader sustainability and ESG issues.
Since private equity involves true allocations of capital, rather than just trading, as per secondary markets, PE fund managers can
have much more influence over businesses when they are deciding whether to give them money, or threatening to withdraw it.
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Investor suitability: Private equity is not a ‘G-
rated’ asset class

Sophistication required

Movies rated G are suitable for all ages. By analogy, private equity investments are surely not a ‘G-rated” asset class and generally
require a certain level of investor sophistication. Among many reasons why PE is only suitable for highly sophisticated investors
who meet the eligibility requirements, three particularly stand out — the unavailability of convenient pricing information; the lack of
liquidity; the risk of not fulfilling a capital call. Further explanation of these three characteristics of PE investments are given below.
Funds and fund of funds structures could provide mitigation for some of these risks particular to PE, but surely not eliminate them
entirely. Therefore, it would serve family offices well to understand PE-specific risks thoroughly before deciding to commit to this
asset class.

Limited pricing information

Ticker prices of actively traded public equities are available down to the millisecond. This is far from the case of private equities. A
PE fund manager would estimate the valuation of its fund on a quarterly basis and update its investors accordingly. But real pricing
information would not be available until the fund starts selling its acquired companies back to the market, and even then the
market value of the entire fund would still not be completely known until the fund has run its full course. In short, throughout the
whole life cycle of a PE fund, there is a varying degree of uncertainty to its market value. That said, the lack of always readily
available price information might not necessarily be a ‘bad’ thing for investors, even if the NAV used by fund managers can differ
from the true market values. Nevertheless, for those who have been familiar with continuous price quotes in the public market, this
perhaps is a serious point of consideration.

Lack of liquidity

Once again drawing a contrast with public equities, when a need arises for an investor to sell its stake in a PE investment, it is
much more challenging to find a buyer than is the case with an exchange-traded stock. While a secondary market does exist, the
transaction process is much more involved than selling a public stock. Due to the lack of pricing information, liquidity and common
restrictions on the sale or transfer of individual investor interests in PE funds, negotiations with a buying party might take weeks,
also potentially resulting in a large liquidity discount to the selling price. Therefore, an investor in a primary PE investment might
want to have the expectation at the onset to hold on to their stakes for the entire life of the fund, typically lasting around ten years.
Prospective PE investors might want to check that this time horizon is in line with their investment objectives.

Funding risk

Generally speaking, when an investor decides to commit a certain amount to a PE fund, say 10 million dollars, it needs to put up a
portion of the committed capital right away as "initial drawdown’. Eventually, the investor will need to inject the rest of the full
committed amount into the fund, through a series of capital calls by the fund manager when attractive opportunities are identified.
For our hypothetical scenario, let us assume the initial drawdown is 3 million dollars. Two years later, the fund manager finds an
attractive target company it wants to acquire for the fund, and makes a capital call for 2 million dollars to the investor. If for
whatever reason the investor could not fulfill this capital call, it would be seen as a ‘default’ on the investor's initial commitment.
To safeguard their own interests, fund managers usually impose strict penalties for such occurrences, ranging from relatively mild
(i.e. a forced sale of the investor’s interest back to the fund manager) to severe (i.e. an investor might need to forfeit all previous
capital contributed and profits generated). In our example, the investor could lose the 3 million dollars it has already put into the
fund. This in essence is the ‘funding risk’ of a PE investment.
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Mitigating the risks: A fund of funds structure

A fund of funds approach to investing in private equity can mitigate some of the aforementioned risks. For example, as a fund of
funds usually contains a significant portion invested in secondaries and co-investments, there would be less uncertainty around its
market value compared with a primary PE fund. It is also generally easier and less costly to liquidate one’s stake in a fund of funds
as opposed to selling one’s interest in a PE fund. Furthermore, a fund of funds structure also brings about diversification benefits
as it allows investing in a broader breadth of private companies in a wider range of industries with varying characteristics. Finally,
one needs to commit substantially less capital in a fund of funds. All these and other benefits would come at the cost of higher
fees, of course.

Concluding comments

With our long-term expected return forecast of 7.4%, the appeal of private equity as portfolio ‘return enhancers’ has contributed to
the appetite of family offices. In a context of rich equity valuations and policy rates biased to the upside, the illiquidity and
complexity premia that the private equity market can provide make it an appealing prospect, at least for investors who understand
the pros and cons, and can benefit from the skills and resources of a manager able to provide them with solutions that meet their
specific objectives and constraints. Where suitable, we therefore generally include private assets in well-diversified portfolios: we
see them as another way to capture the beta of equity or credit markets, with the potential for some alpha, while also broadening
the opportunity set to issuers that may not be present in public markets.
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Risk Disclosures

Risks of Alternative Investments

Investors in Private Equity and Hedge Funds should bear in mind that these products can be highly speculative and may not be
suitable for all clients. Investors should ensure they understand the features of the products and fund strategies and the risks
involved before deciding whether or not to invest in such products. Such investments are generally intended for experienced and
financially sophisticated investors who are willing to bear the risks associated with such investments, which can include: loss of all
or a substantial portion of the investment, increased risk of loss due to leveraging, short-selling, or other speculative investment
practices; lack of liquidity in that there may be no secondary market for the fund and none expected to develop; volatility of
returns; prohibitions and/or material restrictions on transferring interests in the fund; absence of information regarding valuations
and pricing; delays in tax reporting; - key man and adviser risk; limited or no transparency to underlying investments; limited or no
regulatory oversight and less regulation and higher fees than mutual funds.

Risk disclosure on Emerging Markets

Investment in emerging markets may involve certain, additional risks which may not be typically associated with investing in more
established 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; (c)
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 stringent 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.

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 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.
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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.

Important notice
The following is subject to local requirements (if any)

This is a marketing communication issued by HSBC Private Banking. This document does not constitute independent investment
research under the European Markets in Financial Instruments Directive ("MiFID’}, or other relevant law or regulation, and is not
subject to any prohibition on dealing ahead of its distribution. 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
requirements. Different companies within HSBC Private Banking or the HSBC Group may provide the services listed in this
document. Some services are not available in certain locations. Members of the HSBC Group may trade in products mentioned in
this publication.

This document is provided to you for your information purposes only and should not be relied upon as investment advice. The
information contained within this document is intended for general circulation to HSBC Private Banking clients and it has not been
prepared in light of your personal circumstances (including your specific investment objectives, financial situation or particular
needs) and does not constitute a personal recommendation, nor should it be relied upon as a substitute for the exercise of
independent judgement. This document does not constitute 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.
The content of this document may not be suitable for your financial situation, investment experience and investment objectives,
and the Bank 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.

If you have concerns about any investment or are uncertain about the suitability of an investment decision, you should contact
your Relationship Manager or seek such financial, legal or tax advice from your professional advisers as appropriate.

Market data in this document is sourced from Bloomberg unless otherwise stated. While this information has been prepared in
good faith including information from sources believed to be reliable, 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 expressed 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. When an investment is denominated in a currency other than your local or reporting currency,
changes in exchange rates may have an adverse effect on the value of that investment. There is no guarantee of positive trading
performance.

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
established 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 stringent laws in so far the duties of company officers and protection of Investors.

You should contact your Relationship Manager if you wish to enter into a transaction for an investment product. You should not
make any investment decision based solely on the content of any document.

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.
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In the United Kingdom, this document has been approved for distribution 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 Centenary Square, Birmingham, BT 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 investment 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
authorised 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.1.) a division of HSBC Bank plc, Guernsey Branch which is
licensed by the Guernsey Financial Services Commission for Banking, Insurance Intermediary and Investment Business. 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, JET 1HS. HSBC Bank plc, Jersey Branch is regulated by the Jersey Financial Services Commission for
Banking, General Insurance 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 the Prudential
Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority.

In France, this material is distributed by HSBC Europe Continental. HSBC Private Banking is the private banking department of the
HSBC Group in France. HSBC Europe Continental is subject to approval and control by the Autorité de Contréle Prudentiel et de
Résolution [Prudential Control and Resolution Authority] as a credit entity. HSBC Private Banking department of HSBC Continental
Europe, Public Limited Company with share capital of 491,155,980.00 €- SIREN 775 670 284 Trade and Companies Register of
Paris Bank and Insurance Intermediary registered with the Organisme pour le Registre des Intermédiaires en Assurances
[Organisation for the Register of Insurance Intermediaries] under no. 07 005 894 (www.orias.fr) - Intra-community VAT number: FR
707 756 702 84. HSBC Private Banking - HSBC Europe Continental — Registered office: 38, avenue Kléber 75116 Paris- FRANCE-
Tel. +33 (0) 1 49 52 20 00.

In Switzerland, this marketing material is distributed by HSBC Private Bank (Suisse) SA, a bank regulated by the Swiss Financial
Market Supervisory Authority FINMA, whose office is located at Quai des Bergues 9-17, 1201 Genéve, Switzerland. This document
does not constitute 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 handed out by HSBC Bank Middle East Limited, ADGM Branch, 3526, Al
Magam Tower, ADGM, Abu Dhabi, which is regulated by the ADGM Financial Services Regulatory Authority. Contents in this
material is directed at Professional Clients only as defined by the FSRA and should not be acted upon by any other person.

In Dubai International Financial Center (DIFC), this material is handed out by HSBC Private Bank (Suisse) S.A., DIFC Branch,
P.O. Box 506553 Dubai, United Arab Emirates, which is regulated by the Dubai Financial Services Authority (DFSA) and is
permitted to only deal with Professional Clients as defined by the DFSA.

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 authorized 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.

In Bahrain and Qatar, this material is distributed by the respective branches of HSBC Bank Middle East Limited, which is locally
regulated by the respective local country Central Banks and lead regulated by the Dubai Financial Services Authority.

In Lebanon, this material is handed out 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 Corporation 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)
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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 respectively 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 person(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
1o 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 accompanying 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
restrictions or exchange control requirements which you may encounter under the laws of the countries of your citizenship,
residence or domicile 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 position. 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 Germany, this material is distributed by HSBC Trinkaus & Burkhardt AG, a bank regulated by the Bundesanstalt fur
Finanzdiensleistungsaufsicht, whose office is located at Hansaallee 3, 40549 Dusseldorf, Germany. The General Data Protection
Regulation (GDPR) has been in force in all EU Member States since May 25, 2018. Our updated privacy policy can be found here:
http://www.hsbc.de/de-de/datenschutzhinweise

In Luxembourg, this marketing material is distributed by HSBC Private Bank (Luxembourg) S.A. (the "Bank"), which is a public
limited company (société anonyme) incorporated in and under the laws of the Grand Duchy of Luxembourg, whose registered
office is at 16, Boulevard d'Avranches, L-1160 Luxembourg. HSBC Private Bank {Luxembourg) S.A is regulated and authorised by
the Commission de Surveillance du Secteur Financier (CSSF). Further details are available on request.

In the United States, HSBC Private Banking offers banking products and services through HSBC Bank USA, N.A. — Member FDIC
and provides securities and brokerage products and services through HSBC Securities (USA) Inc., member NYSE/ FINRA/SIPC, and
an affiliate of HSBC Bank USA, N.A.

Investment products are: Not a deposit or other obligation of the bank or any affiliates; Not FDIC insured or insured
by any federal government 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.

Australia

If you are receiving this document in Australia, the products and services are provided by The Hongkong and Shanghai Banking
Corporation Limited (ABN 65 117 925 970, AFSL 301737) for “wholesale” customers (as defined in the Corporations Act 2001).
Any information provided is general in nature only and does not take into account your personal needs and objectives nor whether
any investment is appropriate. The Hongkong and Shanghai Banking Corporation Limited is not a registered tax agent. It does not
purport to, nor does it, give or provide any taxation advice or services whatsoever. You should not rely on the information provided
in the documents for ascertaining your tax liabilities, obligations or entitlements and should consult with a registered tax agent to
determine your personal tax obligations.
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Where your location of residence differs from that of the HSBC entity where your account is held, please refer to the disclaimer at
https://www.privatebanking.hsbc.com/disclaimer/cross-border-disclosure 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, mechanical, photocopying, recording or otherwise, without the prior written permission of HSBC UK Bank plc.

A complete list of private banking entities is available on our website, https://www.privatebanking.hsbc.com.
©Copyright HSBC 2022
ALL RIGHTS RESERVED
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