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Authored By: @ India is currently the world's 5th largest economy and given its average rate of growth of over
~6%, the country is on track to becoming the world’s 3rd largest economy by 2030. At this juncture,
India’s per capita income is set to more than double from the current $2,300 to ~$5,000, comfortably
placing India in the upper middle-income category. In tandem with India’s GDP growth and rising
incomes, the wealth of affluent Indians (earning more than $10,000/annum) is growing'. Between
2019 to 2023, affluent Indians have grown at a compounded annual growth rate of about 12-13%".
It is also estimated that by 2027, the cohort of High Net Worth Individuals (HNW!Is) in India should
\\ increase from ~800,000 in 2022 to over 1.66 million people?. At this point, the number of households
earning more than $35,000/year is also expected to rise five-fold®.

Neha Sahni € This rise in Indian incomes and wealth is creating a social metamorphosis of sorts - boosting
Director - Global Market the lifestyles and aspirations of new age Indian consumers — who now demand premium quality and
Strategist, personalisation in consumption. This upgradation of affluent Indians’ lifestyle has given birth to the
Chief Investment Office, ‘Premiumisation of Indian Consumption’ - a trend non-existent until a few years ago but expanding
HSBC Global Private at a fast pace now. In addition, factors like fast growth of the Indian middle-class, improved access to
Banking and Wealth credit, urbanisation, digitalisation and the rise of new age entrepreneurship are new structural drivers

that are bolstering Indian affluence and driving a shift towards ‘premiumisation in consumption’.

@ However, Indian consumption has been bifurcated, until now. We have observed a K-shaped
consumption pattern, where the top-of-the-pyramid demand has been far more robust than the
bottom of the pyramid because of lagging rural incomes. Lack of enough jobs and rising wealth disparity
have so far plagued Indian consumption at the lower end. But now, the rise of new catalysts like Modi
3.0 government's policy focus on prioritising job creation, employment-linked incentives for employers,
upskilling, rural and agricultural reforms should benefit those at the bottom of the pyramid. This should
reignite India’s domestic consumption cycle over the medium term, boosting India’s GDP growth further.

@ With over 60% of Indian GDP coming from domestic consumption, we think it is important for
investors to understand these often under-appreciated but fast emerging trends. We maintain an
overweight view on India and see attractive investment opportunities in sectors like consumer
discretionary; consumer durables; and FMCG. Financials too should benefit from rising credit
demand and home loans’ demand, driven by India’s real estate boom. Foreign Investors with limited
implementation choices can benefit from gaining broad Indian equities” exposure, as both financials
and consumer discretionary are the two biggest sectors in leading Indian equity benchmarks.
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India’s economic rise augurs well for its

domestic consumption story

The impressive rise of India’s economy on the world stage needs
no introduction. Just 10 years ago, India wasn’t even in the league
of top 10 nations. However, thanks to all the reforms and progress
made over the last decade, the nation hasn’t just leapfrogged, it
has rather pole-vaulted to overtake countries such as the U.K. to
become the 5™ largest world economy. At its current average
growth rate of 6.5% -7%, India is on track to becoming the world’s
3rd largest economy, with ~ $7trn size by 2030°.

But while India’s growth story is well-understood, what often
remains underappreciated is how India’s economic prosperity is
rapidly changing its socio-economic landscape, and how this
alters its domestic consumption story.

India’s consumer market is set to become the world’s third
largest by 2027 as the number of middle to high-income
households rise. The country currently ranks fifth, but it is
predicted to see a 29% increase in real household spending, that
will push India up two spots. In fact, the growth in India’s
household spending per capita will outpace that of other
developing Asian economies like Indonesia, the Philippines and
Thailand at 7.8% year-on-year. India’s household spending is
expected to exceed $3 trillion as disposable income rises by a
compounded 14.6% annually until 2027. By then, a projected
25.8% of Indian households will reach $10,000 in annual
disposable income (Source: BMI, Fitch Solutions, 2023). In
tandem with India’s economic growth, the wealth of its new age
consumers is growing too, triggering a social metamorphosis of
sorts. It is changing how affluent Indians are making their
purchasing decisions. They are demanding more than just the
basics. They are now demanding quality and exclusivity. This
upgradation of lifestyles is spurring demand for premium quality
goods and services and demand for personalisation - giving birth
to what’s often termed as the ‘Premiumisation of Indian
Consumption’ — a trend non-existent until a few years ago but
expanding at a fast pace now. From luxury wines to premium
SUVs, the premiumisation wave is reshaping the landscape of
Indian industries and driving across sectors.

HNW!Is should grow from ~800K in 2022 to 1.66mn
in 2027, a growth of 107% in 5 years
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But India’s consumption growth hasn’t been all equitable,
especially as the consumption demand from the non-affluent rural
section of society has been lagging. We have observed a K-
shaped consumption pattern, which has been further fueled by
youth unemployment and wealth disparity plaguing Indian
consumption over the last few years. However, with the new Modi
3.0 coalition government now focusing on rural and agricultural
reforms, and human capital improvement in the form of upskilling,
internships, employment-linked incentives for employers and job
creation opportunities - one of India’s biggest challenges thus far
— lack of enough jobs for India’s youth — could get remediated.
Such policy initiatives should benefit those at the bottom of the
pyramid.

In this report, we unpack all these evolving trends and catalysts,
with a view to unlocking new and under-explored investment
opportunities in Indian Consumption. Let us begin with
deciphering the socio-economic undercurrents driving the
‘Premiumisation of Indian consumption’.

So, what's driving the Premiumisation of Indian
consumption?

1.) India’s young demographics, rising per capita
income, discretionary spending power and wealth
creation: As India grows economically to rise from its
current 5" position to becoming the 3 largest global
economy by 2030, its per capita income should rise from
the current ~$2,300 to ~ $5,000. This rise in per capita
income would place India in the upper middle-income
category and has enormous implications for its
consumption basket, both in terms of the quantum and
the type of consumption — especially for those goods
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and services that fall in the aspirational and discretionary
categories.

Unsurprisingly, rising per capita income also
means higher disposable incomes, spurring demand
for better lifestyles, and higher-quality premium products
by affluent Indians in several consumer categories. For
example, passenger vehicles’ sales are 54% above the
pre-pandemic levels, outnumbering two-wheeler sales,
which are pale in comparison at 16% above the pre-
pandemic levels, as affluent Indian move up the
consumption ladder.

Higher Indian incomes also mean greater wealth
creation. According to Knight Frank’s Wealth Report
2024, between 2023 and 2028, India will witness the
highest growth for any country in the number of ultra-
high net worth individuals (UHNWIs), with a net worth of
$30 million or more. This means the number of ultra-rich
Indians will rise by 50.1% to 19,908 in 2028 from 13,263
in 2023. It also predicts the number of affluent Indians to
grow from ~800k in 2022 to 1.66mn in 2027.

2.) Changing from ‘Pyramid’ to ‘Diamond’ - the rise of
Indian middle class: With a young, digitally savvy and
economically productive workforce, socially, one section
of Indian consumers that is rising fast is the Indian
middle class - enjoying an annual growth rate of 6.3%
from 1995-20212. Consequently, middle-class
households now represent ~31% of the Indian
population and are set to rise to 60% of population in
20473, According to surveys conducted by PRICE (People
Research on India’'s Consumer Economy), by the end of
this decade, the structure of India’s demographics will
start to change from Pyramid shape, signifying a small
rich class and a very large low income class, to an
elementary diamond shape, comprising of a smallish
layer of lower income groups, a huge bulge of middle
class in the centre and a smaller by increasing layers of
rich and super-rich on top®.

This isn’t just Improving the social equity and upward
mobility in the country, the rapid growth of Indian
middle-class has given birth to collective and
individual aspiration.

With higher incomes, access to smart phones and an
exposure to global trends, most of them aspire to lead a
better quality of life and have therefore shifted their
preferences to premium products®. As seen in similar
growth phases of other major economies, the urban
consumer in India is leading the way in terms of greater
penetration of consumer categories — modes of
transportation, home upgradation, premium/branded
products, and a preference for convenience led services
— together fuelling premium consumption.

India’s middle-class consumption is all set to be #1
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60% of cars sold in India are now SUVs

150 -~ M Passenger Cars mSUVs
100 A
O |
FY12 FY15 FY18 FY21 FY24

Source: ET, CLSA Research, HSBC Global Private Banking and Wealth, July 2024.

Premium motorcycles sales are rising fast

Rising share of Premium motorcycles
s . 250cc lakh units (LHS) >250cc share (RHS)
1000 1 r 10%

800 A -
= :

400 A -

8%
600 A 6%
4%
200 A 3
I

2014 2017 2023

2%

0%

Source: Economic Times, Pheonix Mills, CLSA Research, HSBC Global
Banking and Wealth, July 2024.

Private

One-third of housing sales are INR 1CR+

B >Rs Tcr B Rs 50 Lakh - 1 Cr B <Rs 50 Lakh

it

CY18 CY19 CY20 CY22 CY23

Source: Economic Times, CLSA Research, HSBC Global Private Banking and Wealth,
July 2024.

o

4X)p Hsee

Global Private Banking

PUBLIC

Other Asia

2048



But aspirational buying isn’t just limited to India’s urban
centres. As per a recently released household consumption
survey (conducted nearly after a decade by the Indian National
Sample Survey Office, 2024) latest consumption data indicate the
development of more aspirational behaviours from both urban
and rural households, which is reflective of India’s youth heavy
demography. While the food expenditure has moved away from
the conventional cereals and pulses, towards higher consumption
of processed foods, meats and beverages, it's the non-food
expenditure which is dominated by transport and consumer
durables, with consumer services and entertainment rivalling
spends on toiletries and household goods. It's notable that this
shift in rural preferences has emerged despite the Iull in rural
consumption spending over the last few years, thanks to India’s
young demographics.

Simply put, India’s consumption basket is changing fast.
Indians are spending on more of what they want i.e.,
discretionary items, rather than more of what they need’.

Changes in India’s consumption basket indicate a
drift away from staples to discretionary, thanks to
young demographics:

India's Urban consumption changes

Key changes in monthly expenditure (%) 2011-12 |2022-23
Food

Cereal

Beverages, processed food, meals
Milk, milk products

Vegetables, fruit, eggs, meat...

Non-Food

Conveyance

Durable goods

Consumer services, entertainment
Toiteries, household consumables

India's Rural consumption changes

Key changes in monthly expenditure (%) 2011-12 12022-23
Food

Cereal

Beverages, processed food, meals
Milk, milk products

Vegetables, fruit, eggs, meat...

Non-Food

Conveyance/Transport

Durable goods

Consumer services, entertainment
Toiteries, household consumables

Source: Indian National Sample Survey Office, HSBC Global Private Banking and
Wealth, 2024.

3.) The expansion of digital and physical

infrastructure: Over the last decade, India’s
infrastructure build-up has facilitated financial inclusion,
with 95% of the population enrolled in the digital identity
system (Aadhar card) and 800 million new bank
accounts opened in seven years. The Unified Payment
System (UPI) has seen explosive growth, processing 14
billion transactions per month, representing ~50% of the
world’s instant payments®.

This noticeable build-up of Indian infrastructure has
stoked new age entrepreneurship and wealth creation,
which, in and of itself, is a big aspect fuelling aspirational
demand for a better lifestyle. Significant growth of Indian
startups over the last few years has contributed to strong
wealth creation for employees. As of 2021, leading
startups in India had an ESOP pool size of $6.3bn. That's
unprecedented wealth creation for young start-up
employees who form a key subsection of affluent India®.

India’s Digital Public Infrastructure (DPI) and the
smart phone penetration have become a marriage
made in heaven. DPI has improved the ease of doing
business, while access to smart phones has
democratised information to global trends, influencers
and icons, and the ability of Indian consumers to
seamlessly place orders online.

At the same time, the expansion of India’s physical
infrastructure by way of roads, railways, airports and
investments in ports has massively improved the last
mile connectivity for the new age consumer.
Consequently, India’s quick commerce, defined by
deliveries under 20 minutes is up by 70 times since 2019
(Source: Redseer Strategy Consulting, 2024).

Thanks to all the infrastructure build-out, the Indian
Direct to Consumer (D2C) brand market is likely to
grow more than three times in four years from
$17bn in 2023 to $61.3 billion by FY27, buoyed by
increased targeting by brands, hyper-personalisation,
increased competition and rise in per capita earnings.
This implies a compound annual growth rate of ~38%
(Source: Economic Times Market Intelligence, June
2024).

This growth in the D2C market is also expected to create
~10 million direct and indirect jobs in the retail space by
FY27 — indicative of the virtuous feedback loop of job
creation and consumption, facilitated by the growth of
Indian infrastructure.

Consequently, we expect India to have the second
largest group of online shoppers by 2030 of around
500 million. As a result, the size of India’s e-
commerce market is estimated to grow to $350
billion by 2030°.
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In 6 years, India has become the world's highest

digital payments volume generator...
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..consequently, India’s quick commerce has grown
by 70x, thanks to the expansion of digital and
physical infrastructure.
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4.) Democratisation of credit financing: Better access to
credit is another major catalyst boosting premiumisation
of Indian consumption. So far, restricted access to credit
had been a major barrier to the middle class not being
able to spend on discretionary items durables like ACs,
SUVs etc. Now, with a banking sector nearly free from
NPLs (Non-Performing Loans) and benefitting from
replenished balance sheets — the banks and NBFCs
(Non-Banking Financial Corporations) are ready to lend.
Furthermore, improved access to banking via smart
phones has increased credit availability even to those
Indians who were unbanked until a few years ago.
Consequently, much of the household debt growth in the
past decade has been driven by ‘credit widening’ - an
increase in the number of borrowers — rather than ‘credit
deepening’ or higher loans per borrower®. This
democratisation of credit financing is fuelling the
aspirations of Indian consumers.

5.) A change in the Indian mindset — from a ‘high
propensity to save’ to a ‘higher propensity to

consume’: Historically, India has been a nation of savers.

But COVID-19 pandemic has caused people to shift
behaviourally, from merely concentrating on increasing
wealth and preserving it, to also enjoying it. Recent data
from RBI show that net household savings have shrunk

from 7.3% in 2022 to 5.3% of GDP in FY 2023, while
annual household borrowings stood at 5.8% of GDP —
the second highest level after 1970s. This rise in non-
mortgage loans points to some amount of
consumer confidence and has essentially been used
for purchase of consumer durables - the fastest growing
segment of the Indian consumption basket®. According
to India’s finance ministry, more Indians are borrowing in
the post-pandemic era to buy cars, finance higher
education and to buy assets like homes, which “is not a
sign of distress but confidence in the future employment
and income prospects”®.

However, India’s consumption growth hasn’t
been all equitable in recent years

India’s two speed economy has resulted in a K-shaped
consumption pattern in recent years, whereby the top-of-the-
pyramid demand has been far more robust than the bottom of the
pyramid.

While rural India accounts for more than two-thirds of the
country’s population, it is responsible for less than one-third of
Indian consumption. This is reflected by the strong real consumer
goods imports {(30% above pre-pandemic levels), co-existing with
a weak non-durable goods production (only 4% above the pre-
pandemic levels)®.

So, what have been the reasons for this lagging rural
demand?

Much of the non-affluent Indian population is broadly rural. It
depends on agriculture or informal sectors/jobs for their primary
source of income. Their drivers of consumption are therefore
different. They have fewer savings and essentially spend most of
their earnings on basic necessities.

Agricultural incomes in India haven’t grown much in the
last five years, mainly to do with the fact that agricultural output
prices haven't grown much over this period. This has been
compounded by one off events like demonetisation, the
introduction of the GST reform and finally the pandemic -
which together adversely impacted the consumption
demand. As a result, private consumption — the largest GDP
segment in India — grew at only 4% over the past fiscal year. This
lacklustre growth in private consumption resulting mainly from
faltering rural demand has had an impact on sales and earnings
of FMCGs in India — selling most of their output to the non-affluent
masses.

rural

But now, there are two key catalysts on the
horizon that should support rural consumption:

1.) Modi 3.0 government’s broader policy vision to
boost the economic prospects and rural reforms over
the next five years: During the Modi 1.0 and 2.0
tenures, welfare spending and rural reform initiatives
were put on the back burner to prioritise other key policy
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initiatives like investments in infrastructure, tax reforms
etc. Whilst these policy focal points were absolute
imperatives and have pole-vaulted India to becoming a
global growth engine, an undesired side-effect was
lagging rural incomes and consumption.
Understandably, this created a sense of being ‘left out’
of India’s economic growth in rural India and in key
states like Uttar Pradesh, dominated by rural
communities. This rural discontent eventually got
reflected in the way rural population voted in the general
election. As such, this was a rude shock for PM Modi‘s
Bhartiya Janta Party, which lost its parliamentary
majority in the June 2024 election results, even if it was
later able to form the current coalition government with
allies. We believe this message of rural discontent
has been well-noted by PM Modi and he is now
taking remedial actions.

With Indian elections behind us, the Indian polity has
now entered a new phase of coalition politics, where
nudges from government’s political allies i.e., the TDP
(Telegu Desam arty} and JDU (Janta Dal United) have
heightened government spending. In this new political
landscape, aiming to win back rural voters and maintain
political support of its allies, the Indian government has
unveiled revenue expenditure of billions of dollars in its
July 2024 budget. It has earmarked $56 billion for job
creation and supporting the rural economy - which
bodes well for rural consumption. Fiscally, India’s tax
intake has gone up significantly in the last decade,
thanks to the GST reform, which has broadened the
direct and indirect tax base. As such, net direct tax
collections for FY24-25 have grown at about 20%
through July 11. (Source: Bloomberg, July 2024).

Higher tax revenues combined with higher
dividend income from the RBI which together
account for roughly 0.6% of GDP, which have given
the new government the fiscal space to increase
the rural welfare spending, whilst improving its fiscal
discipline (fiscal deficit target has been revised from
5.1% t0 4.9% of GDP for FY25 and is 4.5% for 2026) and
continued investment in infrastructure. As such, the new
government had already announced measures to
support farmers’ incomes by increasing the Minimum
Support Prices {(MSP) on all major crops to 1.5x of farmer
costs in June 2024. In addition, new agricultural welfare
measures have now been announced, like improving
agricultural productivity by focusing on agri-tech, setting
up of cooperatives in rural areas and making rural credit
more readily available.

All in all, we think it was a budget focused on
inclusive human resource development — creating
employment, internships, upskilling, rural welfare and
support for small businesses. Such policy measures

should not only support incomes, but also increase rural
productivity and ultimately increase rural demand -
which has been the missing component in the Indian
consumption story over the last few years.

Notwithstanding new policy measures by the
government, for the first time in 15 months, we are
seeing some early signs of surge in consumer
activity in rural India, as rural demand outpaced urban
demand in the quarter ending March 2024 (Source:
NeilsenlQ, May 2024). This recovery in rural demand is
good news for FMCG companies, who had witnessed
lacklustre demand for their packaged products in rural
India over the last few years. We expect FMCG
companies to capitalise on this inflection point in the
consumption landscape with some strategic moves to
increase their sales. As such, several FMCG giants have
already lined up big investments in India to enhance
capacity and produce more premium products.

So, with new catalysts on the horizon, what are
the investment opportunities in the new Indian
consumption landscape?

1)

Opportunities in Consumer Discretionary and
Consumer Durables: Given the premiumisation of
Indian consumption, we like companies that can ride the
tide of discerning tastes. We think companies that can
adapt and innovate to meet the evolving Indian taste
shall be reaping rewards of this transformation in Indian
consumption. From personal care, branded footwear,
wine and spirits, Quick Service Restaurants (QSRs),
smart phones, electricals, autos, travelling, hotels to
premium housing — various consumption areas are
seeing demand for premium products and services.

Within consumer discretionary and durables, there
are opportunities in companies benefitting
from greater penetration.  Multiple
consumption categories in India offer a long runway for
growth, as current market penetration remains in its
nascent stage. Approximately 33% of the country's
population is estimated to be between 20 and 33 vyears
old, and this group is expected to spend big on
electronics (Source: BMI, 2023). As the charts on the
next page show, most lifestyle enhancing consumer
durables and consumer discretionary categories remain
under penetrated in India. The combination of under
penetration of discretionary consumption categories and
rising income levels is likely to translate into exponential
growth of discretionary consumption over the coming
decade.

market
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For instance, India has an overwhelming and largely unmet
demand for cooling. With rising heatwaves, India’s demand for
ACs is both essential and unstoppable. As per Indian
government’s estimates, between 8-10% of the country's 300m
households have an AC, but that number is expected to hit close
to 0% by 2037. The International Energy Agency (IEA) predicts
that by 2050, India will have more than 1bn Acs in operation.

Similarly, passenger air travel remains an under penetrated market.

With growing affluence and aspirations, the number of domestic
air passengers is expected to surge from 153mn in 2023 to 300mn
by 2030. If both domestic and international travel are
combined, then India is the fifth largest civil aviation
market in the world (Source: Gol, Times of India, Jan 2024).

India’s discretionary consumption market remains
under penetrated.
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2024.

Consumer Durables too have

potential

immense growth

Consumer Durables remain underpenetrated in
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2.)

Opportunities in consumption and income
redistribution beneficiaries like FMCGs: A recovery
in rural demand is good news for FMCG companies, who
had witnessed lacklustre demand for their packaged
products in rural India over the last few years. We expect
FMCG companies to capitalise on this inflection point in
the Indian consumption landscape with some strategic
moves to increase their sales, like enhancing production

capacity and producing more premium products.

Opportunities in organised retail and quick
commerce: India still has a huge informal retail market.
In groceries, it is dominated by the local corner shop,
locally known as the ‘kirana’ stores that have been the
mainstay of regular supply of essential items in India’s
rural, semi-rural and urban communities. However, over
the last few years, a clear structural trend that has
emerged in India is the move from unorganised retail
sector to organised retail and we think there are
interesting opportunities in this space, driven by Quick-
commerce. The launch of India’'s Open Network for
Digital Commerce (ONDC) in 2023 is another key step in
organising India’s retail sector. ONDC is an e-commerce
platform that connects online buyers with local
businesses. By early 2024, over half a million sellers had
been onboarded, of which, more than 70% are small and
medium sized sellers and over 7 million (70 lakh)
transactions have been done on ONDC by April 2024
(Source: Department for Promotion of Industry and
Internal Trade (DPIIT).

With greater smart phone penetration, we think
there exist huge untapped opportunities in India’s
quick commerce - essentially the next iteration of
last mile delivery — driven by hyper-local fulfilment
and delivery. From food and grocery to apparel,
footwear, to consumer electronics and personal
wellbeing, right up to real estate developers — the share
of organised sector has grown severalfold in the last
decade, clearly highlighting the shifting consumer
preferences. According to consulting firm RedSeer,
India’s consumer retail sector is expected to grow at a
10.5% CAGR between 2021-2026, to reach $1,4trn by
2026, and organised sector is likely to take a bigger
growth share, in our view. Therefore, companies
benefitting from the shift from unorganised to the
organised, look attractive.

Opportunities in Financials, especially those
benefitting from the Indian Real Estate boom and
demand for consumer credit: With the number on
Indian Ultra High Net Worth Individuals set to grow circa
50%, from 2023-28, we see attractive opportunities in
the Indian real estate sector. As much as 32% of the
UHNWI wealth is invested in real estate. Almost a fifth
of UHNWIs plan to invest in commercial real estate this
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year, while more than a fifth are planning to buy
residential property?. Indian real estate is therefore
benefitting from country’'s structural upcycle, with
favourable demand-supply dynamics. It's notable that
the share of private investment has risen in India’s GDP,
led by ‘dwellings and structures’.

Furthermore, India’s Tier-2 cities are closing gap
with India’s top 8 cities and are emerging as new
growth powerhouses. Economic diversification, rising
consumer demand and reverse migration are driving
growth in Tier-2 cities such as Kochi, Goa and Jaipur,
according to Housing.com's ‘The Bharat in India’ report,
June 2024. In Tier-2 cities, burgeoning interest from
national and international brands has catalysed the
development of high street areas; escalating e-
commerce has prompted companies to set up fulfilment
centres; and the development of industrial corridors and
airports’ cargo handling facilities has propelled growth in
the warehousing sector. Consequently, key micro-
markets in Tier-2 cities have witnessed significant double
digit capital value appreciation of 10-15% YoY, narrowing
the price gap with top metros. Given the rise in economic
prosperity, we expect this real estate boom and
acceleration in building activity to have significant
spillovers to other parts of the economy.

Plus, the positive wealth effect from higher property
prices should also aid Indian consumption, in our view.

The standout beneficiaries in our view are banks
and NBFCs, who offer home loans and retail credit. As
alluded to earlier in this report, In India, opportunities in
retail credit, driven by Gen Z and millennials present
substantial growth potential. With rising economic
prospects and aspirational demand, the demand for
retail lending and diverse credit products is likely to
expand, presenting great revenue growth opportunities
to Indian banks, who's balance sheets are in a great
shape and hence they're ready to lend.

Foreign investors can gain from a broad exposure
to Indian equities: Finally, we think that foreign
Investors, who have limited implementation choices to
get exposure to sectors benefiting from rising Indian
consumption would benefit from gaining a broadbased
Indian equities exposure, as financials and consumer
discretionary sectors are two of the biggest sectors in
indices like the MSCI India - a key industry benchmark.

Our High Conviction Investment Theme “Rise of India
and ASEAN" should also provide foreign investors
some avenues to get exposure to the Indian markets.

Summary

While India’s economic accent needs no introduction, what often
goes unnoticed is how rising personal incomes and wealth are
transforming India’s domestic consumption landscape — an area
that contributes over 60% to India’s GDP. As the nation ushers
into a transformative era of higher personal incomes and wealth,
India’s consumption story is becoming much more
nuanced - transitioning from necessities to comforts, and
from comforts to luxuries.

With rising per capita income; a ballooning middle-class;
increasing urbanisation; improved access to credit; and a broad
behavioural shift towards creating and enjoying wealth — the
structural drivers are in place to boost discretionary
spending. These discerning affluent consumers are now
demanding high quality, branded and personalised goods and
services — hence giving birth to the concept of ‘premiumisation of
Indian Consumption’.

But while ‘premiumisation of Indian consumption’ is a clear trend
at the top of the consumption pyramid, i.e., India's affluent
population, the consumption demand from the bottom of the
pyramid i.e., from India’s rural areas has been lackluster in recent
years - mainly due to lagging rural incomes. Youth unemployment
and wealth disparity have plagued consumption at the lower end
of consumer spectrum. Essentially, these had been the underlying
reasons for the brewing rural discontent, which cost PM Modi's
party, the BJP, its parliamentary majority in the 2024 general
election, and it had to form a coalition government with the help
of allies. But with the new Modi 3.0 government firmly in place
now, a renewed focus on inclusive human resource
development through various government programs -
greater emphasis on job creation and upskilling India’s youth;
agricultural reforms; and overall higher welfare spending
should underpin India’s rural economy and support demand.

As such, we think the domestic consumption cycle in India
is about to reignite. India’s growth is driving its consumption,
and this higher consumption should in turn boost its GDP growth
— creating a virtuous economic loop.

Astute investors will take advantage of opportunities emerging in
India’s consumer discretionary and durables sectors, especially as
several key categories like consumer electronics remain under
penetrated. The emergence of these new catalysts should also
present opportunities in India’s FMCG sector (which has been a
laggard), along with financials, which are getting a boost from a
booming real estate market and demand for retail credit.

If you're a foreign investor interested in investing in India‘s
domestic consumption story, but have limited routes to market,
we think the easiest way is to get an overweight exposure 1o a
broad Indian index, as both financials and consumer discretionary
are the two biggest sectors in all leading Indian equity
benchmarks. Please reach out to your IC/RM for further help.
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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 to 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
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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.

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 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.

(“ESG")

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

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
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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 56HQ. 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 L-1821 Luxembourg, Public Limited
Luxembourg Company with share capital of : 160.000.000 euros, RCS
Luxembourg : B52461, Trade and Companies Register of Paris Bank and
Insurance Intermediary registered with the Organisme pour le Registre
des Intermédiaires en Assurances [Organisation for the Register of
Insurance Intermediaries] under no. 2011CMQ008 (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
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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
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 EI 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
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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 guestions, 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 #: 0D36843.

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
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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
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.

® 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 ADI is not required to hold assets in Australia to cover its deposit
liabilities in Australia. This means that if the foreign ADI were unable to
meet its obligations or otherwise is in financial difficulties and ceases to
make payments, it is uncertain whether depositors would be able to
access the full amount of their deposit.

In mainland China, this material is distributed by HSBC Bank (China)
Company Limited (“HBCN") to its customers for general reference only.
This document has no contractual value and is not and should not be
construed as an offer or the solicitation of an offer or a 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
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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. INPO0O0000795. 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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