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Key Takeaways

& The recovery remains on track and we believe the next phase will be
driven by the services sector. This should be positive for equities

over the coming 3-6 months.

& Toinvestinto this next phase, we prefer consumer discretionary

companies, particularly in the US, UK, Singapore and China.

€ However, markets may experience volatility from concerns around
inflation and Covid-19, meaning portfolio diversification is critical.
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Long-term view (>12 months)

Global equities A

We are still pro-risk with a cyclical stance as economic
recovery gathers momentum, while services rather than
manufacturing PMIs will lead the second half of 2021.

A

Long term global economic outlook is upbeat, with promising vaccine
progress, a record strong corporate earnings season in recent times and
ultra-accommodative central banks plus plenty of fiscal ammunition.

Government bonds VW

We estimate a negative bond risk premium for major DM
government bonds, for example, German bunds, Japanese
Government Bonds and UK gilts hence we are underweight.

Investors are being penalised for holding bonds rather than cash.
Although bond prices are unlikely to be volatile and treasury yields have
picked up, prospective returns are still low.

Investment grade A
corporate bonds

Although vyields are relatively low, on a volatile road to
recovery we view global IG bonds, in particular Asian IG
credit, a defensive way to diversify portfolios.

Spreads have come down materially and are likely to remain tight due
to a strong economic outlook and ongoing central bank purchases.
Outlook for longer-duration |G bonds are poor.

High yield
corporate bonds A

As interest rates remain at record low levels globally and
investors prefer higher yielding instruments, we continue to

like high yield credit but advocate being selective on issuers.

We are neutral as there are uncertainties on default outlook and market
pricing has compressed spreads recently. We continue to prefer Asia
credits to DM although the Fed and ECB are very accommodative.

Gold

Although gold prices regained strength lately it has limited
upside in a ‘risk-on” environment where global recovery
gathers momentum and bond yields are moving higher.

Gold is an effective traditional inflation hedge but currently sees limited
diversification benefits in a multi-asset context as economies recover
and bond yields rise.

Note: Short-term view (3-6 months): a relatively short-term tactical view on asset classes. Long-term view (> 12 months): a relatively long-term strategic view on asset classes.
A "Overweight” implies a positive tilt towards the asset class, within the context of a well-diversified, typically multi-asset portfolio.
V¥ “Underweight” implies a negative tilt towards the asset class, within the context of a well-diversified, typically multi-asset portfolio.

“Neutral” implies neither a particularly negative nor a positive tilt towards the asset class, within the context of a well-diversified, typically multi-asset portfolio.
Icons: t View on this asset class has been upgraded; ¥ View on this asset class has been downgraded.




Talking points
Each month, we discuss 3 key issues facing investors

1.

What will drive the next phase of the recovery?

*

*

We remain cyclical but selective as
vaccination progress takes shape in most parts of
the world. The re-opening process lifts
confidence in the services sector, best explored
through consumer discretionary stocks, which
have underperformed. Financial stocks are
another cyclical sector to play into the recovery
and also act as an inflation hedge.

Technology and growth stocks may
underperform with bond vyields now higher.
Hence, we have turned slightly more cautious.
However, there is a strong case for maintaining a
structural position for the long term.

We are focused on US, UK and Asian equities,
which are markets that have arguably navigated
the pandemic better than others, and are better
positioned to return to normality.

2. What is the impact of higher taxes in the US?

*

*

The USD1.9trn American Rescue Plan and
USD2trn American Jobs Plan stipulate
infrastructure spend over 8 years, 50% of which
will be financed by higher corporate and capital
gains taxes.

Higher equities volatility and a negative
earnings impact on the S&P500 for 2022 is
possible. This is because higher taxes may deter
spending.

We believe the annual impact is manageable
as this will be absorbed over 8 years.

3. Should investors be concerned about new waves
of Covid-19?

*

*

New waves of Covid-19 have arisen in some
markets, raising concerns around the recovery.

India, Taiwan and Singapore are examples
of markets seeing new waves of the virus.
Taiwan’s stock market, which has been a strong
performer since the start of the year is down
about 5% over the past month. Singapore is also
down about 2% over the same period.

Our base case is still for the recovery to
gather pace, with the next phase driven by
the services sector. However, the pandemic is
not over and investors need to be appropriately
diversified to guard against surprises.

Chart 1: Global Consumer Discretionary Sector has lagged
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Source: Refinitiv Datastream, data as of 24 May 2021. commencing 8 Nov 2020. Investment involves
risks. Past performance is not an indication for future. For illustrative purpose only.

Chart 2: Higher US corporate taxes could weigh on margins in 2022
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Source: Bloomberg, Federal Reserve, data as of 20 May 2021. Forecasts are subject to change.
Investment involves risks. Past performance is not an indication for future. For illustrative purpose only.

Chart 3: New Covid-19 cases are trending downwards
Number of new cases (seven-day moving averages)
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Source: Refinitiv Datastream, data as of 24 May 2021. Investment involves risks.
Past performance is not an indication for future. For illustrative purpose only.
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House views
Our latest short-term (3-6 months) and long-term (>12 months) views on various asset classes

Short-term

Long-term

Asset class . : Comment
view view
Global equities
Our risk-on approach and cyclical stance benefit from the outperformance of global equities. The recent earnings
Global A A season has been one of the strongest in history and the global economy generally surprised positively. Cyclical
and value stocks can outperform, even if bond yields were to increase if volatility spikes.
In the short run we remain on the back of strong vaccine progress, solid corporate earnings and ample fiscal
United States A stimulus. In the long run we are more cautious as US inflation could lead to the earlier tapering of bond
purchases and a hawkish Fed that could push US bond yields higher.
Retail sales jumped 9.2% year-on-year in April on the back of successful vaccination roll-out and strong re-
United Kingdom A A opening progress. Stronger-than-expected Q2 economic momentum has led us to upgrade our 2021 UK GDP
growth forecast to 6.8% from 5.8%.
Eurozone A Eurozone PMIs hit 39-month high and it benefits from a dovish ECB and exposure to cyclical and value stocks.
Japan GDP contracted sequentially again, Covid cases are not contained, vaccination is slow, BoJ has little policy room.
Emerging Markets A Still underperforming DMs, the key risks are slower vaccine and higher US bond yields causing capital outflows.
(EM) ASEAN EMs is preferred to LatAm due to a higher growth trajectory and lower policy risks.
Central & Eastern v Macro challenges remain with constrained policy and low virus containment. Higher commodity prices can be
Europe, Latin America beneficial but new virus variants, lagging vaccine progress and political uncertainty are major headwinds.
Asian equities
Asia is seeing an uneven path of recovery as India and parts of ASEAN struggle to contain the virus while North
Asian ex-Japan A A Asia benefits from the tech and manufacturing trade. Near-term challenges may be brought on by a stronger USD
and higher US yields but we still have a preference for China and Singapore on the back of robust growth.
China’s focus on quality growth, domestic consumption and technological upgrade under their dual circulation
China A A strategy provides a platform for short and long-term structural opportunities. Anti-trust measures on the broader
tech sector and policy normalisation could pose as headwinds.
India Economic challenges presented by high Covid cases, inflation pressures, renewed lockdowns and high valuations.
Hong Kon A Hong Kong equities are one of the outperformers in Asia as it provides access as a listing hub for primary and
9 9 secondary deals, while its cyclical and financial sectors exposures benefit from the current ‘risk-on” sentiment.
Singapore A A Higher domestic growth, potential travel bubbles and a global rotation into cyclical sectors benefit Singapore.
South Korea Korea stands to benefit from the electrical vehicles and semiconductor but impaired by slow vaccine.
Taiwan The tech plays still benefit from margin uplift and strong digital demand but we are neutral on its high valuation.
Government bonds
Developed markets (DM) v v Desp|te recgnt pick-up in L_JS Treasury ylelds_, we do not have a pos_mve view on this asset class as n_egat|ve bond
yields remain an unattractive feature for major government bonds including Japan, German and UK instruments.
. The US government'’s historically large-scale fiscal stimulus along with dovish monetary policy could result in
United States v . : ; ; ; . h . L )
inflation upside surprise which may drive up US yields again, resulting in the loss of capital.
United Kingdom v The successful reopening of the UK economy resulted in robust retail sales (+9.2% YoY) and strong inflation
9 ! (+1.5% in April). With a hawkish BoE, yields of gilts are likely to rise (between 0.4-0.9%), hence we downgraded.
Eurozone v v New levels of debt issuance and unattractive valuations warrant an underweight in the short and long run.
Japan v v Overvalued with a negative bond risk premium, Japanese government bonds are unattractive.
Emerging Markets A We still believe EM currencies are undervalued. Real rates are higher and potential returns look attractive. Being
(Local currency) selective in a low yield world is more important than ever.
Emerging Markets A v The USD may maintain its status quo in the near term. The higher return profile of Emerging Markets (USD) credit
(Hard currency) should be supported by the search for carry and yield. We are positive in the short term but not in the long term.
Corporate bonds
Global investment grade A v Spreads are likely to remain tight as central banks’ bond buyback programs continue. We have a preference for
(1G) Asia IG and short-dated IG bond, which are more attractively priced.
USD investment grade (IG) A v Longer-duration USD IG bond valuations are unattractive despite strong US corporate fundamentals.
EUR and GBP investment v Europe and UK economies are recovering after lagging US and China, but spreads and returns are unattractive.
grade (IG) Meanwhile we keep a close watch on corporate fundamentals.
Asia investment grade (IG) A A Asian IGs may outperform due to a positive outlook on corporates and economies. A weak or directionless USD is
9 positive for Asian corporates with USD-denominated debt, while a valuation gap still exists between Asia and DM.
Global high-yield (HY) A Acceler_atlng economic recovery, improving _corporate fundamentals and higher yields form the base case for our
overweight on high yield credit in all the regions.
US high-yield (HY) A There are _Ilmlted default risks as the US economy is expected to outperform a number of DM counterparts. The Fed
is supportive and there are more upgrades to come.
European high-yield ex UK A The EU has lagged the US and the UK on vaccination programs but is quickly catching up. Monetary policy is ultra-
(HY) accommodative and we are relatively upbeat on this asset class.
Asia high-yield (HY) A A Spreads look attractive and default rates should remain low relative to global peers. Asian HY can benefit from

robust macro trends. We keep a close watch on the Chinese Government's deleveraging efforts on HY bonds.

Commodities

Gold

Although gold prices regained strength lately it has limited upside in a ‘risk-on" environment where global recovery
gathers momentum and bond yields are moving higher.

Qil

Qil demand remains soft until travel resumes but OPEC+'s supply discipline, plus Iran sanctions, is positive for oil.
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Sector Views

Global and regional sector views based on a 3-6 month horizon

Sector

Global

us

Europe

Asia

Comment

Consumer
Discretionary

A

A

A

A

As economic re-opening continues, consumer spending accelerates on the back of record high
savings, lower debt levels and robust demand. We remain overweight as further upside is
likely in the auto and luxury segments. Although we are not fully ‘risk-on’ in the leisure and
travel segments, the developed market hospitality industry is likely to rebound steadily in 2H.

Financials

Improved economic outlook with the stimulus packages in the US and Europe should offset
the impact of lower interest rates and potentially high taxes in the US. Low valuations, high
trading revenues and M&A activity provide further support. Companies earnings were upbeat
on higher trading volumes and lower loan provisions in the US.

Industrials

While we are positive in other regions we downgraded US industrials due to limited further
upside and high valuations. The sector is up 30% YTD as companies need to rebuild
inventories and demand picks up in infrastructure projects. Capex expectations continue to
improve, and investment is picking up in particular automation. 2021 forecasts are upgraded.

Information
Technology

Digitalisation trends support the tech story and long-term fundamentals remain structurally
sound. Semiconductors supply causes short-term challenges but should drive long-overdue
supply chain reassessment. We reduced our weighting in some regions due to the valuation
premium.

Communication
Services

The sector benefits from steady cash flows and growth from increased data usage as more
activity shifted online and business digitalised. Media companies continue to benefit from
pent-up consumer demand. The 5G roll-out is positive for telecom equipment provider but
slightly negative initially for service providers.

Materials

We reduced our US material sector exposure to take profit as prices may have peaked in the
near term. An upbeat global recovery and supply chain disruptions have driven commodity
prices to record levels. Sector support comes from Infrastructure-focused fiscal stimulus plans
(big consumer of base metals) and increased activity in China (consumes most of the world’s
commodities).

Real Estate

We upgraded European real estate as faster vaccine progress improves sentiment. Private
residential is supported by high savings and low interest rates, while commercial real estate
suffers low demand. The high dividend yield provides attraction in a low yield environment.

Consumer Staples

Consumer staples is a defensive sector that underperforms in a ‘risk-on” environment. Further,
a tougher year-on-year comparison after 2020’s panic buying and accumulation of consumer
essentials warrants an underweight position in our view.

Energy

Supply control is beneficial to energy prices. A nuclear weapons deal with Iran, a major oil
producer, could put pressure on oil prices. We expect geo-politics continue to affect the
volatility of energy prices in the foreseeable future.

Healthcare

After the ongoing roll-out of mass vaccination programs, tougher regulations may resurface in
relation to drug pricing brought on by the Biden administration. Healthcare spending should
remain a priority for households and governments as large backlogs in elective surgical
procedures should drive strong growth in 2021.

Utilities

v

We downgraded European utilities as the growth potential of renewable energy investments
are now fully priced in by the markets. Despite relatively attractive valuations, the global sector
is likely to underperform as we continue to pivot deeper into the cyclical recovery.
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Disclaimer

This document or video is prepared by The Hongkong and Shanghai Banking Corporation Limited ("HBAP’), 1 Queen’s Road Central, Hong Kong. HBAP is incorporated in
Hong Kong and is part of the HSBC Group. This document or video is distributed and/or made available by HSBC Bank Canada (including one or more of its subsidiaries
HSBC Investment Funds (Canada) Inc. (“HIFC"), HSBC Private Investment Counsel (Canada) Inc. (“HPIC"”) and HSBC InvestDirect division of HSBC Securities (Canada) Inc.
("HIDC")), HSBC Bank (China) Company Limited, HSBC Continental Europe, HBAP, HSBC Bank (Singapore) Limited, HSBC Bank Middle East Limited (UAE), HSBC UK Bank
Plc, HSBC Bank Malaysia Berhad (127776-V)/HSBC Amanah Malaysia Berhad (807705-X), HSBC Bank (Taiwan) Limited, HSBC Bank plc, Jersey Branch, HSBC Bank plc,
Guernsey Branch, HSBC Bank plc in the Isle of Man, HSBC Continental Europe, Greece, The Hongkong and Shanghai Banking Corporation Limited, India (HSBC India), HSBC
Bank (Vietnam) Limited, PT Bank HSBC Indonesia (HBID) and HSBC Bank (Uruguay) S.A. (HSBC Uruguay is authorised and oversought by Banco Central del Uruguay),
(collectively, the “Distributors”) to their respective clients. This document or video is for general circulation and information purposes only.

The contents of this document or video may not be reproduced or further distributed to any person or entity, whether in whole or in part, for any purpose. This document or
video must not be distributed in any jurisdiction where its distribution is unlawful. All non-authorised reproduction or use of this document or video will be the responsibility
of the user and may lead to legal proceedings. The material contained in this document or video is for general information purposes only and does not constitute investment
research or advice or a recommendation to buy or sell investments. Some of the statements contained in this document or video may be considered forward looking
statements which provide current expectations or forecasts of future events. Such forward looking statements are not guarantees of future performance or events and
involve risks and uncertainties. Actual results may differ materially from those described in such forward-looking statements as a result of various factors. HBAP and the
Distributors do not undertake any obligation to update the forward-looking statements contained herein, or to update the reasons why actual results could differ from those
projected in the forward-looking statements. This document or video has no contractual value and is not by any means intended as a solicitation, nor a recommendation for
the purchase or sale of any financial instrument in any jurisdiction in which such an offer is not lawful. The views and opinions expressed are based on the HSBC Global
Investment Committee at the time of preparation, and are subject to change at any time. These views may not necessarily indicate HSBC Asset Management’s current
portfolios” composition. Individual portfolios managed by HSBC Asset Management primarily reflect individual clients’ objectives, risk preferences, time horizon, and market
liquidity.

The value of investments and the income from them can go down as well as up and investors may not get back the amount originally invested. Past performance contained
in this document or video is not a reliable indicator of future performance whilst any forecasts, projections and simulations contained herein should not be relied upon as an
indication of future results. Where overseas investments are held the rate of currency exchange may cause the value of such investments to go down as well as up.
Investments in emerging markets are by their nature higher risk and potentially more volatile than those inherent in some established markets. Economies in emerging
markets generally are heavily dependent upon international trade and, accordingly, have been and may continue to be affected adversely by trade barriers, exchange
controls, managed adjustments in relative currency values and other protectionist measures imposed or negotiated by the countries with which they trade. These economies
also have been and may continue to be affected adversely by economic conditions in the countries in which they trade. Investments are subject to market risks, read all
investment related documents carefully.

This document or video provides a high level overview of the recent economic environment and has been prepared for information purposes only. The views presented are
those of HBAP and are based on HBAP's global views and may not necessarily align with the distributors’ local views. It has not been prepared in accordance with legal
requirements designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of its dissemination. It is not intended to
provide and should not be relied on for accounting, legal or tax advice. Before you make any investment decision, you may wish to consult a financial adviser. In the event
that you choose not to seek advice from a financial adviser, you should carefully consider whether the investment product is suitable for you. You are advised to obtain
appropriate professional advice where necessary.

We accept no responsibility for the accuracy and/or completeness of any third party information obtained from sources we believe to be reliable but which have not been
independently verified.

Important Information about HSBC Global Asset Management (Canada) Limited (“AMCA")
HSBC Asset Management is a group of companies, including AMCA, that are engaged in investment advisory and fund management activities, which are ultimately owned
by HSBC Holdings plc. AMCA is a wholly owned subsidiary of, but separate entity from, HSBC Bank Canada.

Important Information about HSBC Investment Funds (Canada) Inc. (“"HIFC")

HIFC is the principal distributor of the HSBC Mutual Funds and offers the HSBC Mutual Funds and/or the HSBC Pooled Funds through the HSBC World Selection® Portfolio
service. HIFC is a subsidiary of AMCA, and indirect subsidiary of HSBC Bank Canada, and provides its products and services in all provinces of Canada except Prince Edward
Island. Mutual fund investments are subject to risks. Please read the Fund Facts before investing.

®World Selection is a registered trademark of HSBC Group Management Services Limited.

Important Information about HSBC Private Investment Counsel (Canada) Inc. (“HPIC”)

HPIC is a direct subsidiary of HSBC Bank Canada and provides services in all provinces of Canada except Prince Edward Island. The Private Investment Counsel service is a
discretionary portfolio management service offered by HPIC. Under this discretionary service, assets of participating clients will be invested by HPIC or its delegated portfolio
manager, AMCA, in securities, including but not limited to, stocks, bonds, mutual funds, pooled funds and derivatives. The value of an investment in or purchased as part of
the Private Investment Counsel service may change frequently and past performance may not be repeated.

Important Information about HSBC InvestDirect (“HIDC")

HIDC is a division of HSBC Securities (Canada) Inc., a direct subsidiary of, but separate entity from, HSBC Bank Canada. HIDC is an order execution only service. HIDC will
not conduct suitability assessments of client account holdings or of the orders submitted by clients or from anyone authorized to trade on the client’s behalf. Clients have the
sole responsibility for their investment decisions and securities transactions.

The following statement is only applicable to HSBC Bank (Taiwan) Limited with regard to how the publication is distributed to its customers: HSBC Bank
(Taiwan) Limited (“the Bank”) shall fulfill the fiduciary duty act as a reasonable person once in exercising offering/conducting ordinary care in offering trust services/ business.
However, the Bank disclaims any guarantee on the management or operation performance of the trust business.

THE CONTENTS OF THIS DOCUMENT OR VIDEO HAVE NOT BEEN REVIEWED BY ANY REGULATORY AUTHORITY IN HONG KONG OR ANY OTHER JURISDICTION.

YOU ARE ADVISED TO EXERCISE CAUTION IN RELATION TO THE INVESTMENT AND THIS DOCUMENT OR VIDEO. IF YOU ARE IN DOUBT ABOUT ANY OF THE
CONTENTS OF THIS DOCUMENT OR VIDEO, YOU SHOULD OBTAIN INDEPENDENT PROFESSIONAL ADVICE.

© Copyright 2021. The Hongkong and Shanghai Banking Corporation Limited, ALL RIGHTS RESERVED.

No part of this document or video 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 The Hongkong and Shanghai Banking Corporation Limited.
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Disclaimer/Catatan Penting

PT Bank HSBC Indonesia (HBID) is registered and supervised by Indonesia
Financial Services Authority (OJK). The material contained in this
document or video is for general information purposes only and does not
constitute investment research or advice or a recommendation to buy or
sell investments. Some of the statements contained in this document or
video may be considered forward looking statements which provide
current expectations or forecasts of future events. Customer must
understand that historical performance does not guarantee future
performance. Customer must read the related product information from
several source such as prospectus prior to making investment decision
and must understand the risks involved in investment products including
the potential loss of principal. Investment product that are offered in HBID
is third party products, HBID is a selling agent for third party product such
as Mutual Fund and Bonds. HBID and HSBC Group (HSBC Holdings Plc
and its subsidiaries and associates company or any of its branches) does
not guarantee the underlying investment, principal or return on customer
investment. Investment in Mutual Funds and Bonds is not covered by the
deposit insurance program of the Indonesian Deposit Insurance
Corporation (LPS).

PT Bank HSBC Indonesia (“HBID") merupakan Bank yang terdaftar dan
diawasi oleh Otoritas Jasa Keuangan (“OJK"”). Materi pada dokumen ini
atau video digunakan hanya sebagai informasi umum saja dan bukan
merupakan kajian investasi atau saran atau rekomendasi untuk melakukan
pembelian atau penjualan asset investasi. Beberapa pernyataan dalam
dokumen atau video dapat dikategorikan sebagai pernyataan akan
perkiraan kondisi pasar di masa yang akan datang. Sebelum melakukan
keputusan berinvestasi nasabah harus mendapatkan informasi terkait
produk dari berbagai sumber, salah satunya adalah membasca prospektus
mengenai aset invetasi yang dipilih dan harus mengerti risiko yang
terdapat pada produk investasi termasuk kemungkinan kehilangan jumlah
dana pokok yang diinvestasikan. Produk investasi diterbitkan oleh pihak
ketiga dan HBID merupakan agen penjual untuk produk pihak ketiga
seperti reksa dana dan obligasi. HBID dan Grup HSBC (HSBC Holdings
PLC dan anak usaha dan perusahaan asosiasi atau cabang-cabangnya)
tidak memberikan garansi pada dasar transaksi investasi, nilai pokok atau
tingkat pengembalian dari investasi nasabah. Investasi di reksa dana dan
obligasi tidak termasuk dalam cakupan obyek program penjaminan
simpanan oleh Lembaga Penjamin Simpanan (LPS).
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