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Introduction from our Chief Investment Officer

While we believe the inflation shock is transitory, it could 
well now last longer than initially expected. But the 
consequence of strong investment performance to date 
is lower expected returns – hence we are more cautious 
for the second half of the year. That said, we still see 
value in European and ASEAN equities as well as some 
parts of emerging market fixed income, particularly 
Chinese local debt. Alternative assets also make sense to 
us as portfolio diversifiers.

The pandemic has shown the importance of integrating 
environmental, social, and governments factors into 
investment analysis, for example the way companies 
treated their employees and suppliers was closely 
watched by customers and shareholders during the crisis. 
Similarly, as some countries move towards a ‘mission 
economy’, a theme throughout these pages, expect the 
state to drive economies and companies faster towards 
environmental goals such as net zero emissions. 

I strongly believe that not only do ESG criteria help us 
frame our analysis, practicing what we preach also 
makes us better investors. The many diversity, equity 
and inclusion initiatives underway currently are helping 
to create an open culture where differences of opinion 
can thrive, thereby avoiding biases and leveraging our 
deep pool of intellectual capital when making decisions. 
Clients should expect better performance as a result. 

I wish all of our clients a happy and prosperous second 
half of the year.

Xavier Baraton 
Chief Investment Officer

Welcome to our mid-year Outlook, my first 
as the new chief investment officer at HSBC 
Asset Management. It is an honour to share 
with you our latest views on the world’s 
economies and markets. A huge thanks 
and best wishes to my predecessor, Joanna 
Munro, who now heads our fast growing 
Alternatives business. 

Our last publication was titled The Restoration Economy, 
and back in December we had all just experienced 
possibly one of the most challenging years of our 
lives – professionally and privately. Vaccines had been 
discovered and trialled, but were yet to be administered 
at scale. We were positive on risk assets and expected 
returns to moderate given the incredible surge across the 
board in the second half. Our view of fixed income was 
more positive on credit than government bonds. 

Apart from Asia lagging in the first half of 2021, our 
investment views were broadly vindicated. However, the 
strength and pace of the global economic recovery were 
more extreme than anyone expected. This caused bond 
yields to surge over the opening three months of the 
year, and the inflation story is now front page news. The 
implications on asset classes around the world feature 
heavily in this Outlook. 
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but longer-duration equity struggled (for example China 
and tech). And while emerging markets still lag year-to-
date, price momentum has built-up in recent months. 
The stabilisation in US bond yields, a weaker dollar, 
and some better regional news on the virus has afforded 
laggard emerging market assets a window to begin 
their catch-up.

Real economy asset classes also fared well, especially 
industrial commodities (the top performing asset class 
so far this year) and Private Equity. While perceived 
havens, such as gold, have struggled to deliver in overall 
return terms, or as portfolio hedges. As have bitcoin and 
other crypto assets recently.

Macro and Investment Strategy Outlook
Fixed income returns were negative just about 
everywhere in the first half, as the re-pricing of 
inflation risk required higher bond yields and 
rapid yield curve steepening. Ultra-long treasuries 
experienced record declines in March as inflation 
scares peaked. But even after rate volatility fell away 
in the second quarter and bond yields stabilised, fixed 
income returns have disappointed overall. China has 
been the stand-out positive bond market this year, 
supported by good carry, a strong yuan, and low 
correlation versus other assets.

Global stock market performance has been impressive, 
delivering double-digit returns. But those returns 
have also been uneven, as investors rotated towards 
value and cyclical names. Europe outperformed,  
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Figure 1: Total returns, $

So far this year, the global economy 
has been in a ‘restoration phase’ 

The story of the first half of 2021 boils 
down to a continued and impressively-
fast recovery for the economy and 
corporate profits – especially in the US 
– driven by the vaccine rollout, policy 
support, and rising confidence. 

In financial markets, that has meant 
simultaneously higher bond yields and 
equity prices. 

Source: Bloomberg, HSBC Asset Management, July 2021. Past performance is no guarantee of future returns.
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The economic cycle is now transitioning 
to the 'expansion phase', with some 
regional divergences

As we head into the second half of the year, 
the key macro observation is that the point-in-
cycle is changing. Output has fully-recovered 
the pandemic dip in the US, China, and 
across industrial Asia. Corporate profits have 
rebounded sharply, and earnings expectations 
for 2022 are ahead of pre-Covid-19 forecasts. 
Meanwhile, with inflation pressures building, 
the policy debate has also moved on to the 
timetable for tapering quantitative easing and 
the timing of policy lift-off.

The business cycle is moving quickly, but the evidence 
suggests that we are now entering a mid-cycle, expansion 
phase. Within that trend, there are some important 
regional divergences.

China finds itself in the most advanced cyclical position. 
But we expect growth to cool as credit softens and 
demand for exports falls over the rest of the year.  
Policy-makers are deploying a gradual and flexible policy 
normalisation – lowering total social financing and 
adopting a more hawkish regulatory stance. That should 
keep inflation muted and mitigate the risk of overheating. 
We expect the Asia tiger economies of Singapore, Korea 
and Taiwan to follow suit and initiate their own policy 
normalisations as early as the first half of next year.

The US is also outperforming, driven-on by the fiscal 
impulse of the March rescue plan. But the size of policy 
stimulus and the speed at which America is closing the 
output gap mean the economy is facing supply constraints 
which impose short-term speed-limits and inflation 
pressures. So far this is mostly sector-specific, impacting 
manufacturing and retail where demand is strong 
and labour market slack is most limited. 

By the time we get to the fourth quarter, the factors that 
have driven the US inflation scare should have abated.  
Longer-term, we expect inflation to settle at just above 
two per cent, governed by the behaviour of inflation 

expectations. That means the Fed can remain dovish 
– announcing a tapering of quantitative easing at Jackson 
Hole, conducting that process through 2022, and not 
delivering the first rate hike until late-2023.

Europe and the UK lag. But with the former’s vaccine 
rollout now back on-track, both economies are set for 
a rapid catch-up growth phase in the second and third 
quarter, driven by private sector consumption. That 
means faster inflation in Europe in 2021, but by next 
year the ECB will again struggle to move inflation up to 
target. The UK looks more inflation-prone, and we see 
the intriguing possibility that the Bank of England may 
be hiking in 2022 – before the Fed. 

Finally, some emerging and frontier economies are yet 
to transition into the expansion phase. Large output 
gaps create a big scope for catch-up in these regions 
– especially in EMEA and South Asia. But the challenges 
around Covid-19 dynamics, limited vaccine rollout, and 
monetary tightening restrain the rebound.  

Recession
Activity and 
profits falling 
Policy easing

Restoration
Rebound in 
activity and 
profits 
Policy remains 
stimulative

Expansion
Activity growing, 
profit growth peaks 
Shift to policy 
normalisation

Late cycle
Activity, profit 
growth moderates
Policy tightening

China

ASEAN

Japan

UK

eurozone

Canada

LatAm

India

US
Australia

Q4 2019 GDP level

Figure 2: Heading into the expansion phase ” Large output gaps 
create a big scope for 
catch-up in certain 
regions – especially 
EMEA and South Asia.”

Source: Macrobond, HSBC Asset Management, June 2021
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For investors, the principal challenge of 
the expansion phase is related to how far 
collective beliefs have already travelled

The expansion phase will bring a strong and growing 
economy, improving labour markets, and robust profits. 
However, the historic pattern is for lower total equity returns 
in mid-cycle relative to what investors earn during earlier, 
recovery phases. We should be realistic. After a period 
when rising investor optimism has lowered perceptions of 
risk and re-rated risky asset classes, the outlook is now for 
the reverse. Increasingly, valuations are set to become a 
drag on returns.

The backdrop of rising bond yields means that value equities 
continue to make sense, relative to growth. We favour 
cyclical markets such as the UK, Europe, and deep value 
emerging markets, but we need to be nimble in allocations 
given how far investor optimism has already moved.

The down-side cyclical risk is the dollar, which is particularly 
important for our strategy favouring international equities 
and emerging market fixed income. We think the global 
economy continues to need a weaker dollar as a conduit 
to ease financial conditions, and to foster recovery and 
catch-up growth in emerging markets. We should see that 
in the second half of this year as the economic expansion 
synchronises and global trade remain strong. 

But we are concerned that it will not last into 2022. 
China credit data are already softening and that tends to 
lead the industrial and trade cycles lower. That means we 
need to watch China policy trends closely for any signs that 
the attempted policy normalisation is becoming a more 
decisive deleveraging.

A lot of good news about the recovery has now been 
factored into prices, and that makes it harder to surprise 
consensus positively, and easier to disappoint. The strong 
market returns in the latter half of 2020 and the first half of 
this year have also brought forward returns from the future, 
but come at the cost of lowering today’s expected returns 
(figure 4). Economic expansion implies rising bond yields. 
And with ultra-low credit spreads and the equity premium 
compressed, many risk asset classes will struggle to digest 
US bond yields above two percent. 

Treasuries have a clear yield advantage over other global 
bond markets, which provides an important check on how 
fast yields can expand. Nonetheless, over-heating worries 
will be a recurring theme in markets and will support a 
positive inflation premium. Upside risk to yields is also 
likely to come from rising real yields, possibly driven by 
the Fed announcement of the tapering of quantitative 
easing, or a repricing of inflation-linked bonds under the 
expansion phase.
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Source: Bloomberg, HSBC Asset Management, June 2021. Past performance is no guarantee of future returns.

Source: Bloomberg, DataStream, HSBC Asset Management, June 2021
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Fiscal activism is pushing us toward 
the ‘mission economy’ and a bigger 
allocation to alternatives

Alongside the cyclical transition to 
expansion, an important shift in the macro 
regime is underway. The policy mix has 
changed materially versus the 2010s – and 
that has profound implications for how we 
build strategic asset allocations.

Last decade, in the aftermath of the financial crisis, 
policy-makers adopted a stance of easy money and tight 
fiscal policy. Austerity was the political buzzword. But in 
markets, it meant that economies were dogged by under-
investment, secular stagnation, and growth worries.

Today’s policy consensus – at least in advanced 
economies – reflects a much greater degree of fiscal 
activism. Both cyclically, with a greater use of automatic 
stabilisers and furlough programmes in recession. 
And structurally, as societies prioritise green and  
socially-inclusive growth for the medium-term.

These trends take us tantalisingly close to a so-called 
‘mission economy’, a phrase which emerged from 
research of Professor Mariana Mazzucato. No longer 
seen as the bureaucratic blob, the state can direct, coax, 
and crowd-in private investment and boost productivity. 
The old risks of the 2010s are replaced with a new 
set of challenges: higher taxes, inflation, and a more 
empowered labour market. We already see a significant 
degree of ‘mission-ness’ in the US and Chinese 
policy agendas.

Middle way
Mission 

economy
Post -GFC 

normal

● Economic scarring
● Weak demand, low investment, high savings
● Timid public sector and austerity politics
● Economy needs ‘lower forever’ rates & QE 
● Inflation targets not reached

● Investors can ‘buy the dip’ on recession fears
● Bond yields remain ‘lower for longer’ and real interest rates very low
● Low credit spreads and high equity multiples 
● Growth outperforms value. Quality also wins
● Safe havens as portfolio hedges amid growth worries (USD, Treasuries)

● Economic overheating risks squeeze on corporate margins
● Sell-o�s driven by inflation fears and higher yields. ‘Buy the dip’ not straightforward
● Asset price bubbles linked to green tech, health, smart cities, food
● Positive bond/equity correlation requires investors to adopt new diversifiers
● Value outperforms growth

● No scarring – economies return to pre-covid trend 
● High debt ratios require ‘fiscal responsibility’ 
● Govt. spending focuses on growth and innovation
● Limited monetary/fiscal co-ordination. Inflation 

struggles to get above target

● Activist state supports green & inclusive growth
● ‘Crowd-in’ private investment & boost productivity
● Tax rates/labour share of GDP,  Profit margins
● Fiscal policy dominates in macro stabilisation
● Monetary/fiscal co-ordination. Inflation at or above target

Market 
regime

Macro 
& policy 
regime

Figure 5: Macro and market regimes
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How investors build portfolio 
resilience for a mission economy 
will be a critical decision 

The most fundamental rethink needs to 
be about the role that government bonds 
play in our portfolios. As the balance of 
economic risks shifts, bonds are destined to 
lose their property of being cheap hedges.

The solution for investors is not straight-forward, 
and there is no silver bullet. But one idea is to find 
new portfolio diversifiers among a broader universe 
of alternative asset classes. 

We should look to get as close to real, inflation-
protected cash-flows as possible. Infrastructure 
debt is a strong candidate for that and has delivered 
decent historic returns, offers a higher spread today 
than global credit, and has a more benign loss profile. 
Or we could increase allocations to commodities 
such as copper (the oil of the mission economy), other key 
minerals (uranium, rare earth metals), or to carbon offsets.

A more conventional allocation would be to look to Asian 
bonds as a substitute for global bonds. Renminbi onshore 
bonds embed higher yields and lower correlations to 
equity markets. Or Asia high yield credits, which benefit 
from higher spreads and lower default rates.
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Figure 6: The new portfolio diversifiers

The core message for investors is to 
‘be prepared’. Be prepared for the 
coming cyclical transition, a lower phase 
of investment returns, and a policy 
regime shift which heralds mission 
economy risks and requires a strategic 
repositioning away from global bonds.

Source: Bloomberg, HSBC Asset Management, June 2021. Past performance is no guarantee of future returns.
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Equity Outlook

We also believe a number of ESG thematic ideas have 
yet to play out. An example of this would be in the 
sustainable healthcare space. Global demographic 
trends, combined with rising healthcare costs straining 
healthcare systems globally, are enhancing the 
demand for sustainable healthcare solutions. This 
demand is driven by healthcare insurers, governments, 
as well as patients who are increasingly denied access 
to innovative treatments, which in turn negatively 
impact revenues of healthcare providers. 

The healthcare system has begun a transition towards 
massive and rapid changes to become more cost 
sustainable. This macro-economic trend opens new 
investment opportunities in scientific, technological, 
and business innovation that can deliver both improved 
patient outcomes and cost effectiveness at the same 
time. We delve further into this thematic opportunity 
within our Responsible Investment section.

The potential for higher bond yields poses a lingering 
threat to growth stocks, given their prices reflect 
earnings growth further out into the future and are 
therefore sensitive to a higher discount rate. This 
implies caution on tech-heavy indices (for example, US 
equities), although exposure to quality names, mega-
cap tech and the digital economy remains beneficial.

Higher dispersion within equities should play in 
favour of stock pickers. Structural shifts in consumer 
behaviour, along with digital transformation accelerated 
by the pandemic places added value on the ability to 
identify leaders within industries being re-shaped – from 
new addressable markets, to market share consolidation 
and new regulations. This reinforces a focus on bottom 
up analysis of a company’s business model, competitive 
advantages and its balance sheet strength to act as a 
shock absorber in times of volatility. 

Concentrated portfolios can also avoid the mega-
caps that many other funds are forced to buy, even 
if underweight. This could allow portfolio managers 
to adopt a high conviction approach to pick winners 
over the longer term investment horizon, generating 
structural alpha for clients.

Dispersion is rising 

While valuations have become less 
attractive over recent months, we 
believe they are still reasonable for 
global equities. However, some areas 
of the market offer more appeal than 
others. The brightening economic 
outlook in the US, along with other 
economies playing catch-up continues 
to support a rotation into small cap, 
cyclical and value sectors, which 
lagged in 2020.
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Spotlight on Asia 

While Asian earnings have been revised up, with consensus 
now expecting the region to enjoy 30 per cent earnings 
growth in 2021, performance has been muted compared 
to America and the rest of the developed world. Slower 
vaccination progress and resurgence of Covid-19 infections 
in countries such as India have contributed to Asian equities 
trading at a 25 per cent discount to the US. 

As we look into the second half of the year, we believe that 
Asian equities have ample room to run – vaccination rates 
continue to pick up pace across Asia, whilst some countries 
in ASEAN have announced fiscal stimulus to revive 
growth. India’s economy is also recovering rapidly, with the 
estimated cost of the second local lockdown lower than 
the national lockdown of the first Covid-19 wave. Inflation in 
Asia remains broadly subdued despite economic recovery, 
and South Asia can in fact offer better insulation to rising 
inflation risks given higher exposure to cyclical sectors.

Beneath the index level, we hold a medium to long term 
investment horizon and believe that focusing on particular 
sectors, along with leaders within the space they operate, 
will help mitigate short term impacts from market volatility. 
For instance, segments of the information technology 
space will continue to benefit from 5G rollout. Technology 
hardware companies in Taiwan and Korea remain 
attractively valued, and more importantly net cash positive, 
while being key beneficiaries of faster technology adoption 
due to behavioural shifts stemming from the pandemic. 
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Source: Bloomberg, HSBC Asset Management. June 2021
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After a first inflection signalled mid-June, we expect Fed 
discussions around timelines for tapering asset purchases 
to be confirmed over the summer. This will continue to put 
pressure on interest rates. The first half rise in US break-
evens to 2.5 per cent has been partly offset by lower real 
yields, but these could also increase if the Fed comes 
under added pressure and has to adopt more hawkish 
rhetoric around transitory yet persistent inflation.

The ECB remains slightly more dovish for now, but there is 
greater room for economic growth in Europe to surprise 
to the upside. Of course, both central banks will strive to 
slow upward rate movement until they are more confident 
in the resilience of economic growth, meaning tapering 
talks will not materialise rapidly. 

We believe at this point there is more pressure on the 
medium term section of the US curve (three to seven years), 
leading to a flattening mode over the long end. European 
rates have recently risen faster than the US, and we expect 
the differential to continue to compress slightly. We anticipate 
German rates getting closer to positive territory, and for 
American rates to creep slightly higher to the end of the year, 
resulting in modestly negative returns in government bonds. 

There are carry opportunities in the eurozone periphery, 
however. Spreads have widened over the last few 
months, by 30 basis points in Italy for instance, to 
roughly 120 basis points against German bunds. An 
overweight here is justified as long as German rates 
don’t go up much faster than they have been, which is 
not a significant risk in our view. A steady increase is 
more likely, which should keep spreads relatively well 
behaved, offering attractive carry.

Fixed Income Outlook

First half tailwinds are set to 
become second half headwinds for 
fixed income markets. 

With the aforementioned speed limits 
on growth having the potential to 
drive elevated inflation longer than 
previously expected, a key investment 
risk remains the latitude and response 
of central banks. 

BreakevenNominal

US ten-year yields, %

Real
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Figure 1: Upside to nominal yields likely to come via higher real yields

Source: Bloomberg, HSBC Asset Management, June 2021. Past performance is no guarantee of future returns.
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Pockets of opportunity 

Developed market credits face their own headwinds, 
being at the historically low end of spread distribution 
and even at ultimate lows in BBB-rated US corporates, 
for instance. Accelerated economic growth is giving 
positive top line effects to income statements, creating 
strong fundamentals, but valuations are no longer 
attractive given there simply isn’t much room for further 
tightening. There is relative value to be unearthed in 
industries which still offer recovery potential and some 
spread premium though.

In high yield there remains a bit of potential for spread 
compression in the US, but very little in Europe. 
Default rates should be minimal for the remainder of 
the year given solid cashflows to support deleveraging. 
We see particular opportunity in fallen angels poised 
to be restored to investment grade status. These offer 
notable value ahead of potential upgrades. Aside from 
this cohort, most companies will not proactively repair 
balance sheets, being content to surf the wave of a 
positive economic environment instead. We expect more 
shareholder friendly actions from share buybacks to 
dividend payments. 

Asia and emerging markets 

We are more positive on Asian bonds where spreads 
have not compressed to the same extent. Performance 
this year has been partly eroded by lingering defaults, 
but this is not surprising. Since China has led the economic 
recovery and Chinese corporates emerged from the crisis 
with less vulnerabilities, the central bank has been less 
accommodative. With risk of an overheating economy 
they’ve tightened credit conditions more than their 
counterparts, leading to selective defaults. This has fuelled 
a cautious stance on credit risk in China, contributing to a 
lack of spread compression in the region. The absence of 
support in the form of quantitative easing delivered in the 
US and Europe is clearly another contributor. 

This leaves Asian high yield in particular offering attractive 
carry. However, investors will benefit from being selective 
given lingering credit issues will continue in the second 
half, with a risk of credit tightening that we are monitoring. 
Importantly, we don’t expect a harsh environment like we 
saw in 2017. Challenges back then were partly due to an 
anti-corruption campaign in which Chinese authorities not 
only tightened credit conditions, but also firmly regulated 
financial markets and shadow banking, leading at the 
time to a wave of defaults which had a spill over effect 
outside of China. Today we are not facing the same market 
exuberance or related issues.20112009 201720152013 20212019
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Figure 2: Default rates in Asia high yield are not falling, but relatively low

Source: Bank of America, HSBC Asset Management, June 2021. Past performance is no guarantee of future returns.
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In the same vein of managing duration risk, an important 
consideration that we stress to clients in the current 
environment is the use of total return solutions. These 
strategies can operate with lower duration structurally and 
much more active tactical management. This is valuable 
amidst rates that can be range-trading, but with elevated 
volatility given today’s high sensitivities to economic 
developments, which are themselves currently volatile. 

Finally, ESG factors increasingly require scrutiny amidst 
growing discrepancy between companies. This is 
particularly the case with regards to adoption of explicit  
net-zero policies and transition plans. 

At the moment spreads are low across the board, but 
the dispersion is also very low between industries and 
issuers. As a result, we feel it is a priority to anchor 
portfolios in names that will be most resilient to structural 
changes, of which climate change is clearly a main 
driver. It is apparent that the Biden administration in the 
US is determined to regain some form of leadership on 
the issue. This may lead to an acceleration in regulatory 
and legislative advancements, and increasing carbon 
prices, which could catch companies lagging on their 
plans. We favour companies that are ahead of the curve 
on adapting to climate change priorities, and continue 
to maintain portfolios with lower carbon footprints than 
their benchmarks. 

Emerging market currencies offer appeal despite an 
inflection in Fed policy, standing to gain against the 
dollar as local growth accelerates and markets generally 
remain pro-risk. This supports our preference for 
emerging markets local debt, with the risk being whether 
fundamentals will continue to hold. High commodity 
prices are a tailwind for exporters in particular, but we 
must be cognisant that the pandemic is unfortunately 
likely to persist longer than in developed countries due 
to slower vaccination rates. The case for hard currency 
emerging market debt is less convincing, where the 
opportunity for declining risk premiums and spreads is 
not as strong. 

Important considerations for the 
current environment 

Given rising interest rates across developed markets, 
we think asset-backed securities warrant strong 
consideration. They have performed very well this year 
and continue to offer relative value against corporate 
bonds. This was a segment that suffered amidst the 
pandemic, particularly collateralised loan obligations and 
commercial mortgage backed securities, consisting of 
sectors such as hotels and retail. Defaults and a relatively 
sharp downgrade wave proceeded over the middle of last 
year. This year we’ve seen upgrades with most structures 
recovering, yet value remains through the complexity 
premium available. Furthermore, the segment provides 
a useful diversifier given its floating rate structures.

”  Given rising interest rates 
across developed markets, 
we think asset-backed 
securities warrant strong 
consideration.”
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Multi-Asset Outlook

Furthermore, many economies are still playing catch-up 
with stronger growth ahead. This, along with falling risk 
indicators, positive sentiment and momentum, support 
our pro-risk positioning within multi-asset portfolios. 
Last but not least, although the Federal Reserve 
delivered a slightly hawkish surprise, monetary policy is 
likely to remain highly accommodative for the short to 
medium-term.

Yet stretched valuations limit risk raking opportunities. 
We prefer equity to credit risk, where valuations are 
even more stretched. Within equities, following the 
restoration or affectionately coined ‘hope’ phase, which 
saw valuation multiples move far ahead of earnings 
recovery, the current expansion will require returns to 
come from earnings. 

A stronger profit recovery is more likely to come from 
cheaper sectors and markets. The inherent lower 
duration in value stocks offers the added benefit of less 
vulnerability to rising rates. This underlies our preference 
for Japan, and particularly Europe, over the US in 
developed markets. Better valuations, implementation 
of the European Recovery Fund, and more exposure 
to cyclicals poised to directly benefit from vaccination 
progress and easing of restrictions should support gains.

Falling manufacturing numbers in 
the US may indicate growth has 
now peaked after the massive 
bounce back, which could also be 
the case in other leading markets.  

Declining growth momentum would 
typically be positive for defensive 
assets, translating to falling rates, US 
stock outperformance, and a stronger 
dollar given its tendency to be counter-
cyclical. However, we must also 
consider absolute growth levels. The 
ISM manufacturing index is still solidly 
in expansion territory at well above 50, 
and even stronger service activity is set 
to come as social restrictions ease.

Our preference for small cap exposure amidst expansion 
is especially the case in the eurozone where we broadly 
see healthy balance sheets and performance tied to 
economic growth. Italy and Sweden are our preferred 
sub-markets in this recovery trade. Receding political 
risk in Italy, coupled with planned extra cash from the 
EU recovery fund should lower the risk premium there. 
Sweden on the other hand is an open economy providing 
significant exposure to industrial firms, so is poised to 
perform well in a favourable economic environment. 
Heavy exposure to banks is also appealing given low 
valuations and potential to benefit from rising rates. 

Moving further west, Canada offers similar appeal in 
exposure to cyclicals, where financials alone make up 
about a third of the market. Positive momentum along 
with strong profitability and attractive valuations support 
a Canadian equities allocation. 

” Our preference for small 
cap exposure amidst 
expansion is especially 
the case in the eurozone.”
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Catch-up opportunity 

In emerging markets there is clearly a catch-up opportunity 
outside of North Asia. We think investors can benefit from 
a selective approach targeting markets in southeast Asia 
such as Thailand and Malaysia, and in Latin America such 
as Mexico, which have started to rebound but are yet to 
fully recover from last year’s declines. We must be mindful 
however, that a strong rebound in broad emerging market 
growth may be further out, with economic data continuing 
to lag developed markets. Yet low valuations present 
opportunities should catalysts emerge. This could come 
in the form of better news on vaccination progress, for 
instance. For now, we prefer to wait for more concrete signs 
of progress before moving to a sizeable overweight. 

Frontier markets offer an interesting opportunity, where 
years of underperformance have left a hefty valuation 
discount of roughly 40 per cent to emerging markets. 
Strong potential for growth amidst an evolution in these 
markets could reward investors. Vietnam’s emergence as 
an electronics manufacturing hub and Nigeria’s growth 
as a tech hub signify this evolution. A diverse geographic 
makeup and varied economic drivers provide diversification 
benefits that further support the case. 

Navigating inflation and higher rates 

Shifting now to fixed income, in developed markets we 
prefer the dollar block for government bonds, where 
significant tightening is already priced in. Beyond US 
treasuries, Australian and Kiwi bonds are appealing with 
higher carry and real rates. In emerging markets, we have 
an overweight stance on local currency bonds and recently 
added allocations to Chinese government bonds specifically. 
We view this is a defensive asset class with higher yields 
and less exposure to inflation risk than the US, with potential 
to become a partial alternative to treasuries as a safe asset 
in the future. 

In credit we have an underweight view, specifically in 
investment grade where stretched valuations and an 
implicit short exposure to volatility pose a challenge. 
Higher volatility coincides with higher spreads after all, 
and volatility has a tendency to increase when we are 
passed the growth peak. High yield allocations will at least 
see more benefit from the continued search for yield.
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Figure 1: EM ex Asia vs Asia Price and EPS growth

” In emerging markets 
there is clearly a catch-up 
opportunity outside of 
North Asia.”

Source: Factset, HSBC Asset Management, June 2021. 
Past performance is no guarantee of future returns.



2Y UST

10Y UST US TIPS

Germany (1-10Y)
France (1-10Y)

Japan (1-10Y)UK (1-10Y)

US Aggregate

US Corp HY

US Corp IG

US Floating Rate

US MBS

Europe HY
Local EMD

USD EMD

JACI IG

JACI HY

Local Asia

RMB Onshore
RMB O�shore

-2%

-1%

0%

1%

2%

3%

4%

5%

6%

7%

8%

-0.6 -0.4 -0.2 0 0.2 0.4 0.6 0.8 1

12
 m

on
th

 a
ve

ra
ge

 o
f Y

TM

Correlation to MSCI ACWI

Stronger correlation to equities

Higher yield

Figure 3: Half of RMB onshore is government bonds

Source: Bloomberg, Markit, Barclays, JP Morgan, BofA, HSBC Asset Management, June 2021. 
Past performance is no guarantee of future returns.

2021 Mid-Year Investment Outlook

21

Introduction
M

acro
Equity

Fixed 
Incom

e
M

ulti-A
sset 

A
lternatives 

R
esponsible 

Investm
ent

Liquidity 

We have exited overweight positions in inflation-linked 
bonds, which we now think are fairly priced after the 
strong rally year-to-date. Although we view inflation as 
transitory and do not expect much higher rates, we do 
see two key reasons to tilt portfolios to real assets such 
as commodities and gold. First, the distribution of inflation 
risk has clearly shifted. Second, even if we are correct in 
assuming inflation is not a serious issue over the next six 
to 12 months, there is the risk that over a slightly longer 
horizon there are underlying factors that could lead to 
higher inflation. These could include a new central bank 
framework, higher wages achieved through the ‘mission 
economy’, and capital intensive decarbonisation efforts 
contributing to a commodity bull market.

Of course, some market participants have been pointing 
to crypto currencies as an inflation remedy. We are not 
in agreement, given weak fundamentals as neither a 
store of value nor a medium of exchange, mining’s 
energy consumption, and government reluctance 
potentially becoming competition via central bank 
digital currencies.

In traditional currencies we expect some dollar 
weakening as we approach year-end and suggest 
scrolling eastwards on the map to the Nordics for 
opportunity, where the Swedish Krona and Norwegian 
Krone should continue to benefit from momentum, and 
particularly in the case of the Krone, attractive carry. The 
Mexican peso is another that stands to strengthen, with 
healthy external accounts and positive real yields being 
a rare find in the current search for yield. 

” We view Chinese 
government bonds as a 
defensive asset class with 
higher yields and less 
exposure to inflation risk 
than the US.”
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Past performance is no guarantee of future returns.

Infrastructure debt 
In May last year the International Energy 
Agency published a landmark report 
entitled Net Zero by 2050, A Roadmap for 
the Global Energy Sector. 

This set the scene for a step change in how the world 
approaches the generation of energy, with the IEA 
forecasting that annual energy sector investment, 
which averaged two trillion dollars globally in recent 
years, will more than double by 2030 if the world adopts 
the IEA’s plan to achieve net zero carbon emissions. 
However this would require massive investment in 
renewable energy (both solar and wind), battery storage 
and, in the longer term, green hydrogen along with 
carbon capture and storage. 

In the infrastructure debt sector, we see strong activity 
globally in renewable energy in the second half of 2021, 

and in the development of the electricity transmission 
networks required to support it. We also expect to see 
further investment opportunities in the liquefied natural 
gas sector as LNG is important to the energy transition 
plans of power markets, especially in Asia, which is 
heavily dependent on coal fired power generation. 
Likewise, we see opportunities in the transport and social 
infrastructure sectors as governments seek to stimulate 
post-pandemic economic recovery through investment in 
infrastructure. Development will further extend to digital 
infrastructure, such as telecoms networks and data centres. 

Many of these opportunities will be supported by long 
term (ten to 40 year) investment grade debt. There will 
also be shorter term (less than ten years), higher yielding 
opportunities in the aforementioned sectors, as well as in 
conventional energy projects currently required to augment 
the intermittent capacity of renewables. Both investment 
grade and higher yielding segments should continue to 
offer a healthy illiquidity premium over public markets.
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Alternatives Outlook

Amidst bouts of volatility and 
a rising rates environment that 
will challenge the traditional 
role of bonds, resilience in the 
returns of alternatives magnifies 
their importance to portfolios 
going forward.  

Far from being only defensive, alternatives 
present compelling opportunities. 
Technological disruption and structural 
changes within economies, such as the 
net-zero transition, are generating unique 
opportunities in venture capital and 
private equity, for instance. 
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1 Dealogic, April 2021 
2 S&P LCD, April 2021 
3 Financial Times, 2020. Year in a word:Spac

The flipside of high entry valuations is the attractive exit 
environment currently available for existing investments, 
which we have seen materialise through sales to 
strategic buyers, secondary purchases by private equity 
sponsors and initial public offerings. The rise of Special 
Purpose Acquisition Companies over the last year 
resulted in a record $85 billion raised and accounted for 
almost a half of IPO proceeds.3 

Targeted investments such as secondary transactions 
and co-investments focus specifically on high-growth 
market leaders, including mission-critical software 
companies and providers of healthcare services. We 
prioritise quality characteristics such as sub-sectors 
growing faster than output, as well as company-specific 
criteria such as counter-cyclical business models, 
recurring revenues and dominant market positions. 

Private markets 
During the first quarter, global mergers and 
acquisitions volume increased to $1.4 trillion, 
which is the most active quarter since 
the global financial crisis, and contributed 
to a running total of $4 trillion of global 
transactions since the start of the recovery 
in mid-2020.1

Not all sectors experienced the same activity, however. 
Technology, telecoms and healthcare were the three 
most active sectors in the M&A market both in 2020 and 
the start of 2021. These are defensive sectors that our 
investment team has focused on building exposure to 
over the last few years.

Along with many deals, entry valuations have also risen 
over the last year. Purchase prices, as measured by 
multiples on 12-month trailing earnings, have grown over 
the first quarter of 2021 in both the US and Europe.2 Much 
like public markets, such increased entry prices signify 
that managers cannot rely on multiple expansion and must 
create intrinsic value and growth through operational and 
strategic improvements to underlying companies. Thus, 
manager skill is particularly important today, and investors 
must seek private equity partners with significant 
investment experience and deep sector expertise. Due to 
manager differentiation, we expect the gap between top 
and bottom quartile funds to persist, and therefore fund 
selection should remain critical. 

In venture capital, the first quarter saw a new record 
for funding with $125 billion raised around the world. 
Europe’s deal activity surpassed that of Asia for the 
second quarter in a row, with 150 total fundraises to VC-
backed companies.  

We are seeing significant activity in later stage (series 
C+) funding rounds from investors coming from outside 
the traditional VC sphere. They typically deploy money 
rapidly with the intention to capture value well before 
companies reach pre-IPO stage.

Exit value reached a record $285 billion across 670 deals 
globally in the first quarter through IPOs, direct listings 
and SPACs. In Fintech, which is one of our areas of focus, 
there were 11 IPOs and 67 M&A deals globally for VC-
backed companies in the first quarter. This reflects the 
high valuations of some fintech subsectors such as cryptos 
and transactional retail, especially in the US. We believe 
there are opportunities for discerning investors at the 
Series A and B stage in B2B fintech, which supports new 
comers and the transformation agenda of more established 
players. Furthermore, B2B is in nature less binary than B2C, 
which sees more winner-takes-all scenarios.

raised via Special Purpose Acquisition 
Companies over the last year which accounted 
for almost a half of IPO proceeds.

$ billion
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” The durability of the shift to 
remote working on the other 
hand, will likely have different 
answers by market.”
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Property 
Property markets around the world 
have experienced similar consequences 
of the pandemic. 

Warehousing and logistics buildings were boosted by the 
acceleration in e-commerce growth, while non-essential 
retail, leisure and hospitality have suffered the most. 

The durability of the shift to remote working on the 
other hand, will likely have different answers by market. 
Employers in Asia are less likely to adopt a hybrid model 
following successful containment measures, smaller 
living accommodation and cultural factors. Elsewhere, 
businesses are more likely to adopt the hybrid model 
with increased working from home in cities characterised 
by long commuting times, high occupational costs 
and employment focused in the knowledge economy. 
Investors stand to benefit from a regional approach.

While low interest rates have underpinned resilient investor 
demand for physical property outside of non-essential retail, 
yields are now close to historic lows for many office and 
industrial markets, challenging long run returns.

Inherently diverse sources of returns should benefit multi-
strategy managers. The outlook for fixed income strategy 
will likely be driven by rising rates and inflation, where 
managers should be able to profit from arbitrage and 
directional trading opportunities created by changes in the 
shape of the yield curve. For equity long/short managers, 
most have now further tightened up less idiosyncratic risks 
after a tough backdrop amid market rotations to start the 
year. Equity strategies within our multi-strategy managers 
tend to be market and factor neutral, which has helped 
contain some of the losses that were factor driven such as 
the retail driven short squeeze or value rotation. 

For equity long/short managers specifically, we 
remain broadly neutral. Whilst equity markets performed 
well in the first half, the alpha environment for 
fundamental stock pickers was amongst the toughest 
seen for over a decade. The shorting environment was 
particularly challenging with the January short squeeze 
and March’s factor rotation. We expect lower factor 
volatility and reduced stock correlation, both of which are 
helpful for idiosyncratic, stock driven alpha strategies.

Our view on event driven remains somewhat positive. 
Although equity and credit markets appear to be near 
full valuation, the ongoing economic recovery along with 
accommodative monetary and fiscal stimulus should 
provide a continued tailwind for deal activity, including 
SPAC issuance. Within credit we our broadly neutral, 
but slightly more positive on distressed strategies 
as opportunities remain in smaller, more bespoke 
transactions or in industries that are in secular decline.

Hedge funds 
We maintain a positive view on macro 
managers where reflation themes provide 
rate and curve trading opportunities as 
markets adjust to higher growth and 
inflation prospects. 

While medium to long term managers in the systematic 
space are well positioned to exploit potential trends 
emerging from rising inflation expectations, they remain 
vulnerable to a market sell-off and flight to safety scenario, 
leaving us with a neutral view.
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One theme that runs throughout our 
mid-year Outlook is a likely growing 
role for the state. Nowhere is this 
more the case than in healthcare, as 
the pandemic has shown. Yet most 
governments now carry heavy debt 
burdens, and cost was already the 
principal sustainability challenge 
facing the sector. 

Over 40 per cent of US patients, for 
instance, missed a treatment dose 
last year due to cost or other factors.1 
A basic social need is becoming 
increasingly inaccessible to much of 
the population.

Responsible Investment
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Healthcare sustainability is a pressing issue. For starters, 
as we emerge from the pandemic there will be pressure to 
rein in government spending. Healthcare accounts for one 
fifth of government expenditure in G7 countries,2 with its 
share up to one quarter in the US after doubling over the 
last three decades.3 Lack of ability to absorb further cost 
growth creates unappealing consequences.

Expensive treatments in particular, no matter how innovative, 
can become inaccessible in the absence of sufficient state 
support. This occurs through prohibitive out-of-pocket costs, 
and no reimbursement whatsoever for some high-priced 
therapies. Patients in the UK, for example, do not have 
access to a third of new treatments due to being deemed not 
cost-effective by the responsible government body.4

The scope of change needed to deliver sustainable 
healthcare systems creates investment opportunities. 
Importantly, while ESG considerations offer one way to 
evaluate sustainability, with regard to healthcare they 
do not fully capture the underlying issues and their 
investment implications. Expert knowledge and industry 
experience is required.

Healthcare is unsustainable presently because spending 
consistently outpaces economic growth across lower 
and higher income countries alike. In the US, which 
accounts for nearly half of global healthcare expenditure, 
total spend is projected to increase by over 50 per cent in 
the next eight years alone.5

Ballooning healthcare costs and strained budgets force 
governments to decide what therapies they can afford 
to subsidise. Insurers, as the healthcare payers, are left 
to determine treatment access restrictions in order to 
protect their profitability. Barred treatments and high out-
of-pocket costs leave patients unable to benefit from the 
latest scientific breakthroughs. 
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Figure 1: Global government health expenditure per capita

Source: World Bank/World Health Organization Global Health 
Expenditure database

1 Covermymeds patient and provider survey, 2020
2 World Health Organization Global Health Expenditure Database
3  Brookings/The Hamilton Project - A Dozen Facts about the Economics 
of the U.S. Healthcare System - March 2020

4 IQVIA 2020: EFPIA Patient W.A.I.T. indicator 2019 Survey
5  Bloomberg, Centers for Medicare and Medicaid Services, 2021
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Worse, higher out-of-pocket costs exacerbate the wealth 
divide, leaving many patients without considerable savings 
to incur large debts or go without care. For example, one 
fifth of Italians do not have access to medical care.6 In 
Australia, less than half of cancer drugs approved by the 
FDA and EMA are reimbursed.7

Meanwhile in developing countries where governments 
have less ability to subsidise healthcare, even more of the 
cost burden falls on individuals. Lower incomes mean 
patients frequently go without treatment due to lack of 
means to pay. Across low-income countries, average 
health spending was only $40 a person in 2018.8

Therefore, in order to alter this trajectory of unsustainable 
cost growth that leaves healthcare inaccessible, 
tomorrow’s leading healthcare companies will need to 
deliver solutions that improve patient outcomes without 
adding costs. We’ve recently seen an historic shift to 
generic prescription drugs. They now account for about 
80 per cent of the global market for medicines.

Yet someone still has to do the initial research to achieve the 
scientific breakthroughs that create the very medicines that 
are eventually replicated by generics. To drive that innovation, 
it must be rewarded. More holistic solutions are needed.
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Figure 3: Out-of-pocket costs as percentage of healthcare spend is much higher in lower income countries

Source: World Bank/World Health Organization Global Health Expenditure database. Data as of 2018. Least developed countries as classified by the UN.

6  Center for economic and social rights 2018: Death by a million cuts
7  Journal of Managed care and specialty pharmacy 2017: comparing the 
approval and coverage decisions of new oncology drugs in the US and 
other select countries

8  World Health Organisation Report – Global spending on health: 
Weathering the storm, 2020



of total healthcare costs spent on patient 
care, making solutions that can reduce 
time in care critically important.
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New technologies are increasing opportunities to deliver 
care more effectively and efficiently. This includes 
emerging diagnostic tools able to identify illnesses at 
earlier stages.

Likewise, medical devices are playing a growing 
role in delivering both preventative and ongoing 
care more efficiently. Digital health services are also 
becoming more prominent due to their ability to provide 
operational efficiencies while expanding access to 
care. The ongoing pandemic has helped accelerate 
acceptance of these services.

A holistic approach to therapies, supported by new tools 
and technology, can help transition healthcare systems 
to a more sustainable footing. As we have seen with the 
issue of climate change over recent years, increased 
focus can shift the way of thinking. In the case of 
sustainable healthcare, there is no time to lose.

Scope of change needed creates 
investment opportunities

So what are the investment implications? Simply, the 
old pharmaceutical model of charging higher prices for 
therapies based on added clinical benefits alone must 
become obsolete. An unaffordable treatment with high 
profit margins does not translate to sales growth and 
generates considerably less value for patients and the 
company, after all.

Companies that continue to deliver treatments that 
add costs to the entire healthcare system will be hit 
hardest by tighter budgets, seeing reimbursements 
denied, or access substantially limited. While this is 
a known risk today, many pharmaceutical companies 
continue to operate R&D models that only incorporate 
late stage accessibility considerations. 

The resulting profitability projections are unlikely to 
be achieved, due to much smaller patient pools than 
originally envisioned. This is not only hurting patients by 
denying access, but will also impact long term company 
performance and returns for investors. 

ESG scoring alone does not effectively differentiate 
between healthcare companies contributing more or 
less to the cost burden. Hence, industry-specific analysis 
and understanding is needed to truly ascertain company 
impacts on healthcare sustainability. 

Solutions require new ways of thinking 

Alzheimer’s, an illness that affects 50 million people, 
provides a live example of why a holistic approach is 
essential. Expenses for patients and their families across the 
healthcare system are massive and could quite easily offset 
the cost of a reasonably priced treatment. Despite this, a 
new breakthrough treatment was announced last month at 
a price that would far surpass today’s estimated costs for 
Alzheimer’s patients. High prices may seem attractive for 
companies, but will inevitably trigger access restrictions, 
which ultimately is in nobody’s interest.

Pharmaceutical companies that actively identify and 
target wider cost savings, or cost-offsets, will create 
larger opportunities for the treatments they bring to 
market. Most importantly, this would help avoid the cycle 
of perpetually higher costs. With nearly 75 per cent of 
total healthcare costs spent on patient care, solutions 
that can reduce time in care are critically important.

This can be achieved not only through new treatments 
that better manage or even cure chronic ailments, 
but also through diagnostic tools that allow for earlier 
identification of diseases for more effective treatment, 
as well as devices and digital health services that more 
efficiently deliver care. Firms that can deliver these 
objectives stand to grow revenues and market share.
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Liquidity Outlook



The story in short term rates

The suppression of rates at the 
very front end has played its part in 
delivering steeper developed market 
yield curves along with the rise in long 
term rates. Whereas market pricing 
of longer dated maturities is driven 
by forward looking macroeconomic 
considerations, the front end of the 
yield curve is dictated by monetary 
policy. 

Liquidity Outlook
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Reduced supply of treasury bills has been the primary 
culprit, rather than an explicit monetary policy decision.  
The US Treasury has significantly reduced issuance as part 
of broader plans to return its $1.6 trillion cash balance held 
at the Fed to pre-pandemic levels. However, with USD 
money market fund assets still at all-time highs, broader 
demand for Treasury instruments did not wane.  

Central banks are maintaining their dampening effect 
through accommodative positioning and further 
injections of excess liquidity. A change of view by central 
banks on the transitory nature of inflation will be needed 
to adjust this picture. Today, the market’s view is that at 
the front end, rates will remain very low through 2022. 

The US has been one of very few developed markets to 
see meaningful movement in short term rates, which 
have actually fallen further this year – current yields 
on one and three-month treasury bills are roughly 
half the 8 basis points seen at the start of the year. 
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Figure 1: US treasury yields

In June, the Fed delivered on market expectations to 
increase interest on excess reserves and the overnight 
reverse repurchase rate, an act that will keep very short 
term rates away from zero, or even back in positive territory 
in the case of some treasury bills. This is beneficial for the 
smooth operation of very short term credit markets, which 
would have been challenged in a scenario where rates at 
the front end went broadly negative.

Source: Federal Reserve, June 2021. Past performance is no guarantee of future returns.



” What we advocate for, 
particularly within  
sustainability-focused 
liquidity strategies, is a best 
in class screening approach.”
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Sustainability impact in short 
term credit

Sustainability should be prioritised across 
asset classes given its impact on company 
earnings and cashflows. Yet the risk of 
‘greenwashing’ in liquidity products is 
apparent. This is due to a limited investible 
universe which consists of primarily 
financial institutions, governments and 
government agencies. 

As such, an investment process that focuses only on 
industry targeted exclusions has a high likelihood of 
having little impact on the investible universe. Entire 
sectors can be excluded with no material impact if 
there are very few or even no money market issuers in 
those sectors. 

What we advocate for, particularly within  
sustainability-focused liquidity strategies, is a best in 
class screening approach. This is a more productive 
method of both evaluating sustainability impacts and 
using investment capital as a catalyst for change. 
First, screening of relative ESG scores allows us to 
screen out bottom quartile or decile companies, 
so is impactful as a first step in shrinking the 
investable universe. Second, and equally important; 
it supports engagement.

We are able to focus engagement efforts on excluded 
issuers that would have otherwise been most heavily 
weighted. This creates real incentive for the issuers, 
where a clear argument can be presented that they are 
losing access to funding and increasing their cost of 
capital over the long run. 

This is particularly important when considering that 
growing investor focus on sustainability will only lead 
to more assets flowing into sustainability-focused 
strategies. We intend to leverage our scale to magnify 
the push for issuers to address matters leading to 
exclusion.
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For Professional Clients and intermediaries within countries 
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and Financial Advisors in Canada and the US. This document 
should not be distributed to or relied upon by Retail clients/
investors.
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amount originally invested. Capital invested can increase or 
decrease and is not guaranteed. The performance figures 
contained in this document relate to past performance, 
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Future returns will depend, inter alia, on market conditions, 
manager skill, risk level and fees. 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 and territories with which they trade. These 
economies also have been and may continue to be affected 
adversely by economic conditions in the countries and 
territories in which they trade. Investments are subject to 
market risks; read all scheme-related documents carefully 
before investing. 

The contents of this document may not be reproduced or further 
distributed to any person or entity, whether in whole or in part, 
for any purpose. All non-authorised reproduction or use of this 
document will be the responsibility of the user and may lead to 
legal proceedings.  The material contained in this document is 
for general information purposes only and does not constitute 
advice or a recommendation to buy or sell investments. Some of 
the statements contained in this document 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.  We 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 
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 herein are 
those of HSBC Asset Management at the time of preparation, 
and are subject to change at any time. These views may not 
necessarily indicate current portfolios' composition. Individual 
portfolios managed by HSBC Asset Management primarily reflect 
individual clients' objectives, risk preferences, time horizon, and 
market liquidity. Foreign and emerging markets. Investments in 
foreign markets involve risks such as currency rate fluctuations, 
potential differences in accounting and taxation policies, as well 
as possible political, economic, and market risks. These risks 
are heightened for investments in emerging markets which are 
also subject to greater illiquidity and volatility than developed 
foreign markets. This commentary is for information purposes 
only. It is a marketing communication and does not constitute 
investment advice or a recommendation to any reader of this 
content to buy or sell investments nor should it be regarded as 
investment research. 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. 
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specified. Any third party information has been obtained from 
sources we believe to be reliable, but which we have not 
independently verified.
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entities. HSBC Asset Management is a group of companies in 
many countries and territories throughout the world that are 
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which are ultimately owned by HSBC Holdings Plc. (HSBC 
Group). . The above communication is distributed by the following 
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the Hong Kong laws, which differ from Australian laws. HSBC 
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Financial Conduct Authority of the United Kingdom and, for the 
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• in Bermuda by HSBC Global Asset Management (Bermuda) 
Limited, of 37 Front Street, Hamilton, Bermuda which is 
licensed to conduct investment business by the Bermuda 
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• in Canada by HSBC Global Asset Management (Canada) 
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