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Diversification

Diversifying your
iInvestments across asset
classes can be valuable
strategy for reducing
performance volatility in
your portfolio.

Possible client questions
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“I read some “I'know a lot about local “Although | can see my
recommendations for an equities. | feel more money growing, | don't feel
asset that will be the best comfortable in investing comfortable with how often
performer of the year. Should in something | know and | see negative returns in my

| move all my investments am familiar with. What are investments. How can | make
into this asset?” the benefits of investing the journey smoother?”

elsewhere?”
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Key learnings

f\ The past doesn't I : High Concentration =
x_/ L1

guarantee the future Higher Risk

Asset managers, quants and economists can If investments are concentrated in just
create and test historical investment strategies one asset class, the performance can

and models to try and identify promising market be more variable and the risks higher.
opportunities. However, in reality nobody can Diversification reduces this. It makes more
always accurately predict market movements, so sense to have a blend of investments

it is extremely difficult to know in advance which across asset classes to manage risk.

asset class will outperform others.

Matching risk to return @ Holistic investing

Assets such as bonds, property and equities have While it is tempting to regard each asset in

a low performance correlation with each other, as a portfolio separately, the strength of a well-
well as having differing risk/return characteristics. constructed portfolio lies in its diversity. Taking
They can be combined in a tailored manner in your a holistic view of your portfolio and wealth is
portfolio to target the desired return at a risk level important when analysing return and investing.

which you are comfortable with.

Single asset class versus diversified volatility

The chart below illustrates the performance of various asset classes between 2005 and 2018. As can be seen,
there can be significant variability in individual asset class returns from year-to-year. To illustrate the benefits of
a diversified portfolio, the red dotted line follows a much smoother path compared with, for example, the global
equities asset class as depicted by the (black solid line).

Annual
performance

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

M Listed Private Equity B commodities Listed Real Estate M EM Hard Currency Debt M Global Equities M Diversified Portfolio
| Hedge Funds M EM Local Debt M Government Bonds | High Yield Bonds M investment Grade Bonds M Cash

Source: HSBC Private Bank (UK), Datastream
Any investment may go down as well as up and you may not get back the full amount invested. Past performance is not a reliable indicator of future performance.
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Important notice

The following may be subject to local
requirements

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
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including information from sources believed
to be reliable, no representation or warranty,
expressed or implied, is or will be made by
HSBC Private Bank 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 full amount invested. Past performance is
not a reliable indicator of future performance.
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 special 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 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.

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.

In the United Kingdom, this document
has been approved for distribution by HSBC
Private Bank (UK) Limited whose office is
located at 8 Cork Street, London W1S 3LJ.
Private customers 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 (UK) in accordance with the
Financial Promotion Rules by HSBC Private
Bank (UK) Limited who are 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 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 (UK FCA reference
number: 114216).

In Jersey 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 Insurance Mediation, Fund Services
and Investment Business.

In Switzerland, this 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
Geneve, 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.



HSBC Private Bank (Suisse) S.A., DIFC
Branch is regulated by the Dubai Financial
Services Authority (DFSA). This document is
directed at Professional Clients only as defined
by the DFSA and should not be acted upon by
any other person. HSBC Private Bank (Suisse)
S.A. - DIFC BRANCH P.O. Box 506553 Dubai,
United Arab Emirates.

In Bahrain

This communication is sent to the addressee
for his/her information only and is not
intended to be distributed to the general
public in the addressee’s country of residence.
The addressee notes, acknowledges and
understands that the addresser established
in the addresser’s country of residence is not
licensed under the laws of the addressee’s
county of residence and is, therefore, not
subject to supervision or regulation by the
local regulator at the addressee’s country of
residence. None of the products and services
of the addresser have been approved or
registered with the local regulator.

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) should qualify as professional
investor(s) as defined under the Securities
and Futures Ordinance in Hong Kong or
accredited investor(s), institutional investor(s)
or other relevant person(s) as defined under
the Securities and Futures Act in Singapore.
Please contact a representative of The
Hongkong and Shanghai Banking Corporation
Limited or the Singapore Branch of The
Hongkong 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
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in Singapore. Please contact your Relationship
Manager for more details.

Where we make any solicitation and/or
recommendation in Hong Kong to you for

a Financial Product (as defined in HSBC's
Standard Terms and Conditions) 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
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 reliance
on a solicitation and/or recommendation
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 Luxembourg, this material is distributed
by HSBC Private Banking (Luxembourg) SA,
which is located at 16, boulevard d’Avranches
PO BOX 733, L-2017 Luxembourg and is
regulated by the Commission de Surveillance
du Secteur Financier.

In the United States, HSBC Private Banking
offers banking services through HSBC Bank
USA, N.A. — Member FDIC and HSBC Private

Bank International, and provides securities
and brokerage 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.

Where your location of residence differs

from that of the HSBC subsidiary where your
account is held, please refer to the Disclaimer
at http://www.hsbcprivatebank.com/en/
utilities/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 Private Bank.

A complete list of private banking entities is
available on our website,

www.hsbcprivatebank.com.
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