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US Equities Shape Up in the Summer: Shed Excess Flab from One
Sector, Add Muscle to Others
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Authored By: € US equities are in pandemonium and a confluence of catalysts is to be blamed for it. To begin
with, benign June CPl data drove up markets’ expectations of Fed rate cuts in 2024, boosting the
prospects of less favoured segments in S&P500. Then, the angst over US tariffs on chips’ manufacturers
and market concerns over monetisation of big tech’s Al spend triggered a rotation out of tech into small
caps. Towards July end, the BoJ delivered a rate hike, which triggered a sudden unwinding of the Yen
carry trade globally, exacerbating the US sell-off. The final straw that broke the camel’s back was the
slightly higher than expected July unemployment rate, which, on paper, triggered the “Sahm Rule” -

‘\ historically seen as an early recession indicator — creating a downward vortex in market sentiment.
€ This sudden reversal in market narrative from ‘US resilience’ to ‘an impending US recession’
Neha Sahni caught several market participants off guard - leaving the average investor wondering whether to
Director - Global Market stay the course or shoot for the exit! In this report, we look under the bonnet of key market concerns on
Strategist, the US labour market and the well-televised ‘Sahm-Rule trigger’ indicating ‘an impending recession’.
Chief Investment Office, This should hopefully put the recent unwarranted “data-point driven” market moves into context and
HSBC Global Private provide clarity.

Banking and Wealth i . i , o
€ So, did the markets throw the baby out with the bath water? They sure did! We think this episode

of market panic was unwarranted. Yes, the US economy is slowing, but there’s no risk of an imminent
recession. The US jobs market is seeing a welcome cooling rather than an unwelcome deterioration.
While hiring has slowed, there's no rise in layoffs and the weekly jobless claims have recently fallen the
most in a year. On the US consumer front, there's a clear bifurcation — the top half is more resilient
than the lower income cohorts, but overall retail spending is strong. Plus, the imminent start of a front-
loaded Fed easing cycle should provide monetary policy tailwinds to the US economy.

€ The S&P500 bull run remains intact driven by decent earnings. Plus, the nature of the current
US rally is changing for the better — positioning readjustment means that the US rally is becoming
less concentrated in the Magnificent -7 stocks and broadening out into the under-owned, under-valued
areas of the market. While excess froth has now come off the tech sector, we still find several
opportunities in technology beyond just the Mag-7. We think Al is a secular long-term trend that is yet
to permeate other sectors like industrials and utilities and will enhance their efficiency and productivity.

€ We call for a broadening out of US exposure and manage risk through ‘Beta with a Backstop'.
Accordingly, we prefer a balanced sector allocation - maintaining selectivity across the US equity market
capitalisation/size spectrum - effectively diversifying our growth style exposure (tech), with cyclicals
(financials, materials) and defensives like healthcare. Panic driven market volatility always creates
opportunities. We think this sell-off creates a great ‘Buy the Dip’ opportunity for long term investors.
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Sudden shake-off helps S&P500 shed ‘excess
flab’ in tech

US equities have been on a tear this year, with the rally mainly
driven by the Mag-7, until recently. However, they hit an air pocket
in recent weeks, pulled down by a confluence of concerns over
big tech’s Al capex monetisation, an ‘impending” US recession
and the unwind of the Yen carry trade, just as the BoJ suddenly
hiked rate again in July 2024. And while all these were the initial
fundamental catalysts, huge flips and counter flips in the intraday
VIX (from c.66 level to ¢.31 on August 5) indicate to us that
fundamentals took a backseat and this market turbulence fast
became technical in nature, driven in part by positioning
readjustment and low summer liquidity.

A proper look under the bonnet reveals that fundamentals, driven
by US growth (slowing in pace, but intact), a still resilient US
labour market and decent overall corporate earnings indicate to
us that there is no risk of an imminent recession:

1. US growth: While the overheated 2024 US labour
market is undergoing a welcome slowdown {we discuss
this in detail further in this report), some other key
economic indicators like strong spend in private
investment and buoyant business investment indicate
that the US economy still remains relatively resilient,
even if its pace of growth may start to slow. The US
services sector, which accounts for circa 85% of US
activity is still expanding. This was demonstrated by the
latest services ISM PMI data, which remains in an
expansionary zone.

And yes - the US consumer bifurcation is real.
There's certainly differentiation between the high and
low-income cohorts, but in aggregate, the US consumer
is doing well. Overall US consumer spending, as seen in
the strong retail sales, remains robust. Aggregate
consumer wealth has gone up by ¢.$40Tr since 2019,
yet, at the same time consumers’ debt service ratio is
below 10% of their overall balance sheet aided by fixed
rate US mortgages and the positive wealth effect from
the US stock market (Source: Bloomberg, August 2024).

Furthermore, Fed rate cuts in H2 2024 should be
another big tailwind to US growth. And in terms of
their impact on US sectors, lower cost of borrowing
should boost the so far depressed M&A activity, which
should be supportive of US financials. Overall, lower
discount rates favour US equities in aggregate.

2. US labour Market: While the jump in the July
unemployment rate from 4.1% to 4.3% triggered the
‘Sahm rule” - a historically accurate early indicator of
recession that says such a downturn is underway when
the three-months’ moving average of the unemployment
rate rises 0.5% above its low from the previous 12
months - Claudia Sahm (the creator of this rule) has

herself cautioned against taking too much of a signal
from her rule, given the labour market disruptions of the
COVID-19 pandemic {Source: Reuters, August 2024).

‘A Sahm rule trigger’ also DOES NOT mean that the U.S.
economy is already in a recession. Having said that,
there's no doubt that the US labour market is cooling
down.

The behaviour of the Sahm Rule has also been
different in the last 3 years versus the last 65 years.
Effectively, the rule magnifies the unemployment rate.
So, it's either close to zero or moves sharply higher. But
since September 2021, it's moved gradually higher. This
suggests a rather gradual cooling of the US labour
market, rather than the labour market falling off a cliff.

Sahm Rile is behaving differently this time around
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So far, this slowdown in jobs is driven by weak
hiring rather than layoffs. Not only have job cuts and
layoffs remained low in the past three years, but they've
actually gone down, recently. Challenger job cuts are not
quite at their all-time lows, for example, whereas layoffs
tracked by the JOLTs survey are still lower compared to
the 2010 lows. Finally, the absolute level of
unemployment is below the previous cycles (4.3% vs
¢.6%), when this rule triggered.

Sahm Rule vs Challenger job cuts
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There has also been an immigration induced jump
in the labour supply. Plus, the July jobs report was
impacted by inclement weather. While the BLS said
Hurricane Beryl, which slammed Texas during the survey
week of the July employment report, had "no discernible
effect" on the data, the household survey showed
436,000 people reported that they could not report to
work because of bad weather last month, the highest on
record for July. The most recent initial jobless claims fell
17,000 to a seasonally adjusted 233,000 for the week
ended August 3, declining most in a year, which again
shows that the labour market is just slowing rather than
falling off a cliff (Data Source: BLS, August 2024).

Strong Earnings: While the hurdle rate is high for the
US earnings to grow from 7% in Q1 2024 to 17% in Q4
2024 (Source: FactSet, July 2024), and therefore some
scepticism prevails, we think analysts’ expectations are
achievable, especially as CEOs’ optimism on earnings’
calls remains high. S&P 500 EPS estimates for Q2 2024
are 4% below the 2016-2019 trend levels, and even
lower, at 11% below trend, when excluding the
Magnificent-7 (Source: HSBC Global Research, July
2024). This suggests that earnings are far from stretched,
and there remains potential for earnings to catch-up,
especially in the left-out sectors. Moreover, while some
Mag-7 earnings may slow down from here on given their
extraordinary earnings trajectory thus far, they still
remain huge cash generators. Moreover, the S&P500
earnings season has so far delivered 79% positive
surprises and corporate margins are at a record high —
hardly typical for a recession.

US versus European Earnings Growth

Quarterly EPS (y/y)
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The recent cooling in inflation underpins a scenario
favourable for equities, buoyed by a slowing but stable
US economy and anticipated Fed easing. Indeed, the
historical performance of equities around prior Fed
pivots shows that the direction of equities has hinged
primarily on the course of the US economy. When the
central bank has engineered a soft landing, the S&P 500

has rallied 10% in the subsequent six months after the
Fed'’s first cut.

S&P 500 performance around Fed cuts

S&P500 performance around Fed cuts is conditional on whether a
recession materialises in the next 6 months.
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US performance YTD has been mainly driven by the
Mag-7. Now the S&P493 are catching up.
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4.

Continuation of the Al promise: Markets recently got
spooked with the high amount of Al spend, especially in
the Mag-7. But we believe Al a structural theme, with
further upside and is poised to boost ROEs through
improved margins and asset turnover.

Hypothetically, even if the mega-tech companies are
over-building their Al capacity now, we think an
overspend is better than an under-spend because the
downside of being behind in the most important
technology (Al) for the next 10-15 years could be
Plus, these companies are great cash
generators. Their earnings profile, high revenues and
high levels of Free Cash Flows give them the luxury to
spend a little extra and invest in their future growth
without having any adverse impact on the health of their
balance sheets.

enormous.
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Al Trade Breakdown
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Magnificent 7 valuations Versus Dot-com bubble

Magnificent 7 Tech Bubble (2000's)

12m fwd PE ROE 12m fwd PE ROE
Apple 29.2 160.6 Microsoft 65.3 36.0
Microsoft 30.6 37.1 Cisco 96.6 22.3
Alphabet 21.7 30.9 Intel 31.0 26.2
Amazon 36.4 21.9 Oracle 92.1 38.8
NVIDIA 40.0 115 IBM 25.2 39.0
Tesla 81.3 20.9 Qualcomm 169.6 10.5
Meta 25.6 35.4
Median 30.6 35.4 Median 78.7 31.1
Source: FTSE Russell, Factset, Refinitiv, Yahoo Finance, HSBC Global Research,
HSBC Global Private Banking, 12 August 2024

So, where are the opportunities?

We see attractive opportunities across the size and sector
spectrum of S&P500, hence adopt a balanced but selective
approach, with a preference for companies which have quality
business models, strong balance sheets and good earnings
growth trajectory.

In our view, this broadening out of the US rally is NOT the
‘passing-on of the baton’ from Tech to the value sectors. It's
rather a ‘sharing of the baton’, wherein the mega-caps’
dominance decreases in favour of a more balanced sector
performance, but they still remain important given their strong
balance sheets, earnings and Free-Cash-Flows (FCF). We like a
good mix of cyclical and defensive sectors. In cyclicals, we like
financials which should benefit from the re-steepening of the yield
curve and a pick-up in M&A activity. In defensives, we like the
healthcare sector which should benefit from future innovation.
Healthcare valuations are relatively attractive too. Continuation of
the secular Al trend and its permeation into other sectors should
benefit which we had tactically

sectors like industrials,

downgraded recently due to some idiosyncratic short term
company specific issues but remain structurally bullish on.

The secular theme of energy transition and greater demand for
electricity and grid upgradation should eventually benefit utilities.
Imminent Fed rate cuts should also benefit both Industrials and
Utilities. Therefore, a good mix of quality cyclicals and defensives,
across the size spectrum of S&P500 offers investors an attractive
opportunity set, in our view.

Summary

Notwithstanding the recent sell-off and volatility spike, we are still
positive on US equities and call for a broadening out of the US
equities exposure. To manage risk though, we adopt a ‘Beta with
a Backstop’ approach by maintaining a balanced sector
approach and remaining selective, while taking advantage of the
‘Buy the Dip’ opportunity this higher volatility period offers. We
think this sudden shake-off has helped S&P500 shed the excess
flab {valuations) in the mega-tech space, while the prospect of
earnings growth and imminent Fed cuts from September 2024 are
adding muscle to the left-behind value sectors. We therefore
prefer earnings’ growers across the US market capitalisation.

We avoid a blanket exposure to the small caps though. Circa
40% of small caps remain loss making. A similar percentage hold
high amounts of floating rate debt. With rates unlikely to go back
to the pre-pandemic levels, we think it's best to avoid a high
exposure to small caps and remain selective. Even if the Fed cuts
a few times over the next 12 months, we're still going to have
rates above the high-water mark from the last decade.

Markets are too concerned over the monetisation of tech
sector’s Al spend and want to see top and bottom-line growth
directly attributable to it. While some tech companies are already
starting to see benefits of Al in their day-to day operations and
advertisement revenues, we think a broad-based permeation of
Al in other sectors is yet to materialise. Al, therefore, is a secular
growth story. As such, we continue to believe in our Generative
Al and Robotics theme and see any tech capex in Al as an
investment in the future. While the burden is off the mega-cap
tech names to pull the market higher with their earnings — these
companies are still huge money makers. We therefore continue to
like tech, whilst broadening out our equities exposure and
maintaining  selectivity across the US equity market
capitalisation/size spectrum - effectively diversifying our growth
style exposure (tech), with cyclicals (financials, materials) and
defensives like healthcare. Lastly, it also appears that the huge
stock meltdown had little to do with increased odds of recession,
but more to do with investors’ panic and herd behaviour. As
always, investment
decisions is tricky but warranted. Investors need to be mindful
of a broad narrative fallacy driven by a “data-point dependent”
market, which lacks broader context. They should rather focus on

fundamentals and take the totality of macro data into account.

separating emotional responses from
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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 1o this type of investment
may include, but are not limited to:

Credit risk

Investor is subject to the credit risk of the issuer. Investor is also subject
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 investment
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 special 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) default risk
rises.

Risks associated with subordinated debentures, perpetual

debentures, and contingent convertible or bail-in debentures

. 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.

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

. Contingent convertible or bail-in debentures - Contingent convertible
and bail-in debentures are hybrid debt-equity instruments that may
be written off or converted to common stock on the occurrence of a
trigger event. Contingent convertible debentures refer to debentures
that contain a clause requiring them to be written 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 mechanisms (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 mechanisms (i.e. statutory bail-in)
whereby a national resolution authority writes down or converts
debentures under specified conditions 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 principal.

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 schedule
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, liquidity 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 investments 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 established
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; (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.
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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 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.

Illiquid 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 degrees.
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 particular 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 (Sl) 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 Sl classifications. This may be because there
is insufficient information available or because a particular investment
product does not meet HSBC's Sl classifications criteria.

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

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 requirements.
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 ("MiFID’),
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 investment 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 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. 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. You
should not make any investment decision based solely on the content of
any document.

HSBC Private Banking has based this document on information obtained
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 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
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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 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.

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 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, B1 1HQ. 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.),
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 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 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 Authority.

In France, this material is distributed by HSBC Private Bank Luxembourg
French Branch - SIREN 911 971 083 RCS Paris. HSBC Private Banking in

France is subject to approval and control by the Autorité de Contréle
Prudentiel et de Résolution [Prudential Control and Resolution Authority].
HSBC Private Banking is a Branch of HSBC Private Bank {Luxembourg)
S.A. 18 Boulevard de Kockelscheuer 1-1821 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 Intermédiaires 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 Kléber 75116 Paris- FRANCE- Tel.
+33 (0) 14952 20 00.

In or from 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 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
distributed by HSBC Private Bank (Suisse) SA, DIFC Branch, P.O. Box
506553 Dubai, UAE which is regulated by the Dubai Financial Services
Authority (DFSA) and the Swiss Financial Market Supervisory Authority
FINMA. Content in this document is directed at DFSA defined Professional
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 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, 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 Limited, 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 regulations 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 regulated
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
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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 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) 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 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 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 Thailand, this material is distributed by The Hongkong and Shanghai
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 Thailand
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 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 banking
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 Agency {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
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.

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 (including 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 exposed 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

protection of depositors do not apply to The Hong Kong and Shanghai
Banking Corporation Limited, Sydney Branch. For example, depositors
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with foreign ADIs do not receive the benefit of the following protections:

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

e Deposits do not receive priority ahead of amounts owed to other
creditors. This means that if a foreign ADI was unable to meet its
obligations 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 ADl 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 recommendation
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 services 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 Limited,
Kuwait Branch (HBME KUWAIT) which is regulated by the Central Bank
of Kuwait, Capital Markets Authority for licensed Securities Activities 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
investment 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 distribution
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 conflicts of interest.
HSBC India has a policy in place to identify, prevent and manage such
conflict of interest. HSBC India provides non-discretionary portfolio
advisory services for select Private Banking customers under the SEBI
(Portfolio Managers) Regulations, 2020 (“PMS Regulations”} vide
registration no. INPO0O00007/95. 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 allocation
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, mechanical,
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.
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