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\What is Private Credit?

An Evolving and Attractive Opportunity Set

Introduction

* Banks are the traditional lenders to mid-market companies, but activity has been
significantly curtailed due to a range of regulatory changes which accelerated following
the GFC in 2007/8. This has led to the growth of alternative lenders who are replacing
traditional banks and are able to provide more flexible structures and greater speed and
certainty of execution.

« Current investor appetite for Private Credit has been supported by its solid performance
amid global central bank rate hikes and attractive yields. Lending opportunities have
surfaced as banks have pulled back from the leveraged loan market, and private credit
has been swift to fill the gap.

* As inflation rates continue to fall, the policy rate peak is imminent, and bond yields have
most probably already peaked. We want to lock in the current high bond vyield levels
because they could fall when markets start to anticipate more future policy rate cuts.

* Private Credit presents a range of different investment opportunities that can
accommodate a variety of investor risk profiles. Currently, we believe that the
heightened disruption and volatility in global markets has created a favourable
investment environment for opportunistic and distressed manager strategies, and that
these strategies can also provide an interesting portfolio hedge in volatile markets.

What is Private Credit?

In its simplest form, Private Credit refers to lending which is provided by a non-bank
lender, typically to small to medium sized enterprises that are not rated. Banks were earliest
lenders to mid-market companies, but activity has been significantly curtailed due to a
range of regulatory changes which accelerated following the GFC in 2007/8. This has led to
the growth of alternative lenders who are replacing traditional banks and are able to provide
more flexible structures and greater speed and certainty of execution.

Banks vs Non-Banks Primary Market Corporate Loan Participation
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Source: S&P LCD, 31 December 2020, HSBC Asset Management, 31 March 2023
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For investors, Private Credit can offer diversification within a private markets portfolio as it typically has less
correlation and lower risk profile compared with equity markets. It can also offer reliable income streams and
provide inflation protection if the debt has a floating interest rate.

Private Credit will usually provide higher yields than public fixed income to compensate investors for the
reduced liquidity, with leveraged loans offering the best liquid market proxy for direct lending exposures. High
yield and broadly syndicated leveraged loans can offer an attractive pick-up in yield vs. high-grade credit, but
actual liquidity in these markets has been tested and remains weak due to market stress and the retrenchment
of banks and brokerages from active market-making, resulting in highly volatile syndicated loan valuations.

Furthermore, it has been shown that Private Credit has outperformed public debt markets during downturns, as
during the worst five-year periods over the last 25 years Private Debt produced 4.6% returns p.a. vs negative
returns for leveraged loans and high yield bonds (Figure 2).

Current investor appetite for Private Credit has been supported by its solid performance amid global central
bank rate hikes and attractive yields. Lending opportunities have surfaced as banks have pulled back from the
leveraged loan market, and private credit has been swift to fill the gap.

Highly Attractive Opportunity Set

Lowest 5-year annualized performance since 1995
7%

4.6%
]
-3% (0.9%)
(2.8%)
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(12.5%)
-18%
Developed market ~ MSCI World Index VC/growth Private Credit BofA ML HY Index CS Leveraged Loan
buyout Index

Source: Hamilton Lane “Market Overview”, February 2022, HSBC Asset Management, 31 March 2023

Types of Private Debt

Private Credit investments are typically made through a variety of vehicles (e.g., hedge funds, closed-ended
funds, business development companies [BDCs], and interval funds). There are numerous different types of
Private Debt, each coming with unique risk / return profiles and differing seniority structure. The main types
we will focus on in this paper are Direct Lending, Mezzanine debt and Opportunistic, which pursue different
investment strategies and therefore exhibit unique risk / return profiles.

Direct Lending is debt where non-bank lenders provide loans to middle-market businesses, without the use
of an intermediary (such as a bank). It is a subset of the broader leveraged credit markets, which are
characterised by mostly financing leveraged buyouts by Private Equity sponsors. Typically, such companies
are too small or have financing needs which are too complex to be financed in the public markets.

A key attribute of Direct Lending assets for investors is that loans are typically senior secured, usually with
1st or 2nd lien over collateral and often with strong covenants that provide greater structural protection
compared to junior or unsecured debt and high yield bonds.
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Direct Lending loans are mostly structured with a floating rate where the interest rate is
adjusted based on a base rate (usually every 1 or 3 months). This provides protection against
rising interest rates and inflation as the base rate increases. Base rates typically also exhibit a
floor (often between 0% and 1%). Deals are underwritten on sufficiently high interest coverage
ratios to provide a cushion against rising borrowing costs.

Current Market Yields and New Issue Yields of Credit Instruments (USD)

Liquid Credit/Fixed Income: Current Private Credit: Estimated Current
Market Yields New-Issue Yields (US)

14.0%

lligquidity Premium 1150, 12.5%
€.300-400bps o
9.2%
8.5%
5.8%
4.5% I

US Gov't Bonds IG Corporate  Broadly Syndicated HY Corporate  Upper Mid-Market Lower Mid-Market ~ Second Lien
Bonds Leveraged Loans Bonds Senior Direct Lendisgnior Direct Lending Loans

Source: Hamilton Lane “Market Overview”, November 2022. 10Y gov't bonds reflects the YTW on the S&P US Gov’t Bond Index (USD);
IG credit reflects the YTW of the S&P 500 IG Corp. Bond Index; BSL loans reflects the YTM from the Morningstar LSTA U.S. LL 100
Index; HY reflects the YTW on the S&P US HY Bond Index. All illiquid credit yields reflect Campbell Lutyens estimates based on private
market observations. HSBC Asset Management, 31 March 2023

Direct Lending is the largest area of the Private Debt market and sits at the top of the capital
structure. The long-term Cliffwater Direct Lending Index gross performance since September
2004 is 9.31% p.a. (USD). Our long-term target return for Direct Lending is 6-8% net IRR (USD),
which provides a significant premium to public fixed income but is less than other type of
Private Debt such as Mezzanine and Opportunistic. However, it also carries lower risk versus
Mezzanine and Opportunistic, due to being higher in the capital structure and the strong
covenants which are typically built in.

Highly Attractive Opportunity Set

Mezzanine Debt falls between senior debt and equity financing. It is subordinated to senior
debt and therefore has a higher risk profile. It may also entail an element of equity upside
achieved through warrants or through an actual equity investment.

This type of debt can be attractive to borrowers as it allows them to raise additional financing
without immediately relinquishing ownership or control and also to lenders / investors as it
produces higher returns, compared with other debt investments, via contractual interest
payments as well as embedded equity instruments, usually in the form of warrants, which act
as additional sweeteners. Mezzanine financing is frequently associated with acquisitions and
buyouts.

In terms of risk, Mezzanine usually takes the form of unsecured, subordinated debt which
exists between senior debt and equity in the capital structure, meaning that senior debt
holders (such as Direct Lenders) will be repaid first in the event of default. However, this
higher risk compensates investors with higher returns compared with Direct Lending, typically
10-15% gross IRR, as well as the potential to own equity in the company in the future.

Opportunistic Credit refers to strategies where investors seek to capitalise on opportunities
and dislocations across the entirety of the credit spectrum (both private and public), with a
flexible mandate using a combination of income yield and capital appreciation to generate
returns. The flexible mandate approach allows managers to shift their investments across the
credit market, depending on where they see the best risk-adjusted returns, often to where
return potential is increased due to barriers that arise in financial markets, increasing the
complexity of transactions.
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Overview of Private Debt Sub-Strategies
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Source: HSBC Asset Management, 31 March 2023

Many Opportunistic Credit managers, look at opportunities in underlying assets that are facing some degree
of stress, since more traditional credit managers will usually have limitations on their ability to invest in
lower-rated credit loans or in companies that are in danger of bankruptcy.

Opportunistic Credit strategies often complement, or serve as a substitute for, more traditional fixed income
portfolios and can enhance investment returns, as well as increase overall portfolio diversification.
Annualised returns of Opportunistic strategies are typically between 12-25% gross IRR, to compensate for
additional complexity and risk involved.

Turnaround (or Special Situations) investment is an example of an Opportunistic strategy which can
combine debt and equity. This strategy seeks to provide equity capital to good companies with bad balance
sheets that find themselves in financial difficulty.

The goal is to ease liquidity constraints until the circumstances that caused the distress are corrected and
stability is restored. Turnaround investors will usually look to take controlling equity stakes of companies in
order to protect their investments and implement turnaround plans focused on cost reduction and capital
investment, rather than operational improvements and revenue growth like more traditional private equity
managers.

Given the distressed nature of the investments, entry valuations are typically very conservative meaning that
the upside potential can be significant if the turnaround strategy is executed successfully.

In dislocated markets, these turnaround investment strategies can also be executed in a similar way through
the purchase of corporate debt, rather than equity. Distressed-for-control, or ‘loan-to-own’, involves the
purchase of near bankrupt companies, with the aim of converting that debt into a controlling equity stake
following the restructuring process.
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The position could then be sold soon after the debt-for-equity exchange (which itself can
take multiple years), or held for a longer period with a view of implementing similar
turnaround plans, as described above, to allow the equity value to appreciate.

Alternatively, distressed debt trading is the short-term trading in distressed company debt,
without the goal of owning equity. Performing corporate loans are often sold at a discount to
par and can be attractive opportunities to investors that believe the debt has been
undervalued or see value in the underlying turnaround strategy. Positions are normally held
in a trading book, and marked on a mark-to-market basis, with a view to selling at a profit
once the value has traded up.

Opportunistic Credit in the current market environment

Over the last 12 months, we have seen four main factors which are impacting the global
credit market: inflationary pressure, high interest rates, financial performance/default risk
and elevated market volatility.

Inflationary pressures have been intensifying and, in the US, UK & Eurozone where
inflation has soared to record highs. This has combined with fading growth momentum,
impacted by rising energy prices and supply chain disruption, to create a stagflationary
backdrop. We expect an increase in margin compression if borrowers are unable to pass on
rising costs, see a reduction in cash available to service debt and increasing technical
leverage in capital structures, which could all lead to borrower health being negatively
impacted.

Furthermore, in an attempt to curb inflation, central banks have meaningfully hiked interest
rates. Rising borrowing costs have lead to stretched balance sheets and impacted corporate
health. Which could lead to an increased number of covenant breaches and ultimately a
spike in default rates. As a result, we expect to see an increase in forced seller and
corporate restructures as firms face refinancing challenges.

Lastly, we are seeing more market volatility and a lack of liquidity in public credit markets.
We have also witnessed material public credit markets sell offs during 2022 which has lead
to a reduced appetite from banks to underwrite new deals and a widening of pricing with
tighter terms.

Overall, increased market volatility is expected to create substantial deployment
opportunities for opportunistic strategies. Recession fears may increase bilateral negotiations
and force a closure of the valuation gap between buyers and sellers. We believe global
dislocation from higher interest rates, financial market volatility and economic uncertainty
may lead to an increase in forced seller situations and potential restructurings of defaulted
companies, generating robust opportunities for Opportunistic strategies.

But looking further ahead, as inflation rates continues to fall in, bond yields have most
probably already peaked. We want to lock in the current high bond yield levels because they
could fall when markets start to anticipate more future policy rate cuts.

Conclusion

Overall, Private Credit presents a range of different investment opportunities that can
accommodate a variety of investor risk profiles. Currently, we believe that the heightened
disruption and volatility in global markets has created a favourable investment environment
for opportunistic and distressed manager strategies, and that these strategies can also
provide an interesting portfolio hedge in volatile markets.
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Glossary of terms

Absolute return — The nominal return on an
investment irrespective of any given specific benchmark.

Alternative investments — Non-traditional investments with
low correlations to traditional assets which are typically used to
improve portfolio diversification.

Annualised return — The yearly increase (or decrease) in the
value of an investment, including the effects of compounding.

Annualised volatility — The estimated spread of returns of an
asset on an annual basis. Volatility is usually used as a measure
of risk, as a highly volatile asset may offer large negative as well
as large positive returns.

Asset allocation — The apportioning of investment assets
between different asset classes such as equities, fixed income,
liquid assets {cash), real estate, etc

Asset class — Assets are aggregated into groups that share
similar characteristics. Asset classes include ‘Equity,” ‘Fixed
income,” ‘Liquid assets,” ‘Real Estate’ and ‘Commodities’.

Benchmark - A single or a weighted collection of indices used
as a reference or comparison of investment performance.

Credit risk — The risk of loss to your investment arising from a
counterparty (eg a bond issuer or a bank) which does not, or
cannot, make the required payments as promised or agreed on
in a contract.

Cumulative return — Actual (non-annualised) performance over
a given period of time.

Derivatives — Instruments such as futures, options and swaps
that derive their value from the movement in the price of an
underlying asset.

Diversification — The process of spreading a portfolio’s holdings
over a range of securities and asset classes with the aim of
reducing volatility.

Duration — The weighted average maturity of a bond’s cash
flows or of any series of linked cash flows.

Expected return — The weighted average of a probability
distribution of possible rates of return.

Fund of funds — A fund whose purpose is to invest in other
funds. Applicable to all asset classes.

Hedge — A transaction made with the intent of
reducing investment risk, for example using options or
forwards.

Hedge fund — An unregulated fund which is allowed to use
strategies that are unavailable to the majority of unit and
investment trusts. Hedge funds can be exempt from many of
the rules and regulations governing traditional funds. Usually
considered as an "Alternative’ asset class.

High yield — Corporate bonds that are rated below investment
grade (defined as BB and below).

Hold — Maintain a current level of investment in a particular
asset class, market, sector, security, or investment vehicle.

llliquid asset — An investment that cannot be realised at short
notice.
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Inflation — Rising prices of individual or a basket of goods and
services.

Long duration — A fixed income security that has a modified
duration that is longer than 7 years.

Long term — An investment time horizon of five years or greater.

Market capitalisation — Refers to the total value of a company

or stock exchange. Usually calculated by multiplying the number
of shares outstanding for a company or a stock exchange by the
value of a single share.

Market risk — The risk that the value of your investment can fall
as well as rise by taking exposure to a particular market. Market
risk cannot be diversified away from by increasing holdings of
similar securities.

Medium duration — A fixed income security that has a modified
duration between 3 and 7 years.

Medium term - An investment time horizon of between three
and five years.

Neutral — A portfolio position that is the same as the benchmark
would suggest, or: a seven to ten year time horizon.

Overweight — A portfolio position that is higher than
the benchmark would suggest.

Private equity — Securities of unlisted companies which are
generally illiquid and are therefore held for longer periods of time
than more traditional securities.

Relative return — The return that an asset achieves over a
period of time compared to a benchmark.

Short duration — A fixed income security that has a modified
duration between one and three years.

Short term — An investment time horizon of between one and
three years, or a tactical view of less than six months.

Strategic asset allocation — The proportional mix of asset
classes which should meet an investor’s risk and return
objectives over a seven to ten year time horizon.

Tactical asset allocation — An active management strategy that
deviates from the long-term strategic asset allocation in order to
take advantage of current market views.

Total return — A measure of the return over a stated period

that incorporates both the return from price appreciation and
investment income, such as coupons and dividends.

Traditional investments — Equities, bonds, and cash.

Underweight — A portfolio position that is lower than
the benchmark would suggest.
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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
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¢ 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 (ie in advance of the point of
non-viability). “Bail-in” generally refers to {a) contractual
mechanisms (ie contractual 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 (ie 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

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 nationalization.

Reinvestment risk

Adecline 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 significantly affect
the prices and mark-to- market valuation.

llliquid markets/products
In the case of investments for which there is no

recognised market, it may be difficult for investors to
sell their investments or to obtain reliable information
about their value or the extent of the risk to which they
are exposed.

Default risk

Worst Case Scenario: The issuer of the bond may be unable
to meet the required payments on its debt obligations.
Investors may lose their entire invested principal in the
event of default, insolvency and/or bankruptcy of the
relevant issuer (as the case may be).
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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. Renminbiis 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.

Risk disclosure on Emerging Markets

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

(c) less liquidity in so far of securities markets; (d) fluctuations

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

Risk disclosure on FX Margin
The price fluctuation of FX could be substantial under certain

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

Currency risk — where product relates to other currencies
When an investment is denominated in a currency other than
your local or reporting currency, changes in exchange rates may
have a negative effect on your investment.
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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.

Alternative Investments

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

Investments in Commodities

Investments in commodities may involve substantial risk, as the
price of the commodity may fluctuate significantly.

PUBLIC



Important notice

The following may be subject to local requirements.

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

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

to you to subscribe to, purchase, redeem or sell any financial
instruments, or to enter into any transaction with respect to such
instruments. The content of this document may not be suitable
for your financial situation, investment experience and
investment objectives, and the Bank does not make any
representation with respect to the suitability or appropriateness
to you of any financial instrument or investment strategy
presented in this document.

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

Market data in this document is sourced from Bloomberg unless
otherwise stated. While this information has been prepared in
good faith 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.
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It is important to note that the capital value of, and income from,
any investment may go down as well as up and you may not get
back the original amount invested. Past performance is not a
guide to future performance. Forward-looking statements, views
and opinions expressed and estimates given constitute HSBC
Private Banking's best judgement at the time of publication, are
solely expressed as general commentary and do not constitute
investment advice or a guarantee of returns and do not
necessarily reflect the views and opinions of other market
participants and are subject to change without notice. Actual
results may differ materially from the forecasts/estimates. When
an investment is denominated in a currency other than your local
or reporting currency, changes in exchange rates may have an
adverse effect on the value of that investment. There is no
guarantee of positive trading performance.

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

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

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

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

Some HSBC Offices listed may act only as representatives of
HSBC Private Banking, and are therefore not permitted to sell
products and services, or offer advice to customers. They
serve as points of contact only. Further details are available
on request.
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In the United Kingdom, this document has been approved for
distribution by HSBC UK Bank plc whose Private Banking office
is located at 8 Cork Street, London W1S 3LJ and whose
registered office is at 1 Centenary Square, Birmingham, 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 authorized by the Prudential
Regulation Authority and regulated by the Financial Conduct
Authority and the Prudential Regulation Authority.

In Guernsey, this material is distributed by HSBC Private Banking
(C.1.) a division of HSBC Bank plc, Guernsey Branch which is
licensed by the Guernsey Financial Services Commission for
Banking, Insurance and Investment Business. HSBC Bank plc is
registered in England and Wales, number 14259. Registered
office 8 Canada Square, London, E14 56HQ. HSBC Bank plc is
authorized by the Prudential Regulation Authority and regulated
by the Financial Conduct Authority and the Prudential Regulation
Authority (UK FCA reference number: 114216).

In Jersey Issued by HSBC Private Banking (Jersey) which is a
division of HSBC Bank plc, Jersey Branch: HSBC House,
Esplanade, St. Helier, Jersey, JE1 1HS. HSBC Bank plc, Jersey
Branch is regulated by the Jersey Financial Services
Commission for Banking, General Insurance Mediation, Fund
Services and Investment Business.

In France, this material is distributed by HSBC France. HSBC
Private Banking is the private banking department of the HSBC
Group in France. HSBC France is subject to approval and control
by the Autorité de Contréle Prudentiel et de Résolution
[Prudential Control and Resolution Authority] as a credit entity.
HSBC Private Banking, HSBC France - Public Limited Company
with share capital of 474.964.025 €- SIREN 775670 284 Trade
and Companies Register of Paris Bank and Insurance
Intermediary registered with the Organisme pour le Registre des
Intermédiaires en Assurances [Organisation

for the Register of Insurance Intermediaries] under no. 07 005
894 (www.orias.fr) - Intra-community VAT number: FR 707 756
702 84. HSBC Private Banking, HSBC France — Registered
office: 103 avenue des Champs-Elysées, 75008 Paris - Postal
address: 109 avenue des Champs-Elysées, 75419 Paris Cedex
08, Tel. +33 (0) 1 4952 20 00.
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In Switzerland, this material is distributed by HSBC Private
Bank (Suisse) SA, a bank regulated by the Swiss Financial
Market Supervisory Authority FINMA, whose office is located
at Quai des Bergues 9-17, 1201 Geneve, Switzerland. This
document does not constitute independent financial
research, and has not been prepared in accordance with the
Swiss Bankers Association’s “Directive on the Independence
of Financial Research”, or any other relevant body of law.

In Abu Dhabi Global Markets (ADGM) by HSBC Bank Middle
East Limited, ADGM Branch, 3526, Al Magam Tower, ADGM,
Abu Dhabi, is regulated by the ADGM Financial Services
Regulatory Authority (FSRA). Content in this material is directed
at Professional Clients only as defined by the FSRA and should
not be acted upon by any other person.

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

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

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

In Lebanon, this material is distributed by HSBC Financial
Services (Lebanon) S.A.L., 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.0.Box Riad El Solh 9597.
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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.

Where we make any solicitation and/or recommendation in Hong
Kong to you for a Financial Product (as defined in HSBC's Standard
Terms and Conditions) where this is permitted by cross border
rules depending on your place of domicile or incorporation, we will
take reasonable steps to ensure the suitability of the solicitation
and/or recommendation. In all other cases, you are responsible for
assessing and satisfying yourself that any investment or other
dealing to be entered into is in your best interest and is suitable for
you.

In all cases, we recommend that you make investment decisions
only after having carefully reviewed the relevant investment
product and offering documentation, HSBC's Standard Terms and
Conditions, the “Risk Disclosure Statement” detailed in the
Account Opening Booklet, and all notices, risk warnings and
disclaimers contained in or accompanying such documents and
having understood and accepted the nature, risks of and the terms
and conditions governing the relevant transaction and any
associated margin requirements. In addition to 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 Luxembourg, this material is distributed by HSBC
Private Banking (Luxembourg) SA, which is located at 16,
boulevard d'Avranches, L-1160 Luxembourg and is
regulated by the Commission de Surveillance du Secteur
Financier (“CSSF”).

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. HSl 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.
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In Germany, this material is distributed by HSBC Trinkaus &
Burkhardt AG, a bank regulated by the Bundesanstalt fir
Finanzdiensleistungsaufsicht, whose office is located at
Hansaallee 3, 40549 Disseldorf, Germany. The General Data
Protection Regulation (GDPR) has been in force in all EU Member
States since May 25, 2018. Our updated privacy policy can be
found on the HSBC Germany website. If not explicitly stated,
transaction costs and if applicable custody fees are not taken into
account in the calculation of performance statistics, however,
they have a negative impact on it. If, for example, the initial
investment is 1.000 EUR, and the transactions costs for buying
and selling are 1,00 % each time, and the custody fee is 0,50 %
per year {for our actual fee structure please see our schedule of
prices & services), the performance over a b-year-investment-
horizon would be reduced 45 EUR

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 UK Bank plc.

Australia: If you are receiving this document in Australia, the
products and services are provided by The Hongkong and
Shanghai Banking Corporation Limited (ABN 65 117925 970,
AFSL 301737) for “wholesale” customers (as defined in the
Corporations Act 2001). Any information provided is general in
nature only and does not take into account your personal needs
and objectives nor whether any investment is appropriate. The
Hongkong and Shanghai Banking Corporation Limited is not a
registered tax agent. It does not purport to, nor does it, give or
provide any taxation advice or services whatsoever. You should
not rely on the information provided in the documents for
ascertaining your tax liabilities, obligations or entitlements and
should consult with a registered tax agent to determine your
personal tax obligations.

Where your location of residence differs from that of

the HSBC entity where your account is held, please

refer to the Disclaimer at
hsbcprivatebank.com/en/utilities/cross-border-

disclosure for disclosure of cross-border considerations

regarding your location of residence.

No part of this publication may be reproduced, stored in a
retrieval system, or transmitted, on any form or by any
means, electronic, mechanical, photocopying, recording
or otherwise, without the prior written permission of HSBC
UK Bank plc.

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

A complete list of private banking entities is available on our
website, www.hsbcprivatebank.com.
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