
This commentary provides a high-level overview of the recent economic environment and 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.
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Declining inflation, resilient economic growth and improving corporate profits sum up the positive developments that 
have characterised the year. And with inflation down from prior sky-high levels, central banks have been able to start 
pivoting their policies, initiating a global interest rate cutting cycle in the latter half of the year. All of this has 
culminated in relatively good returns for investors.

Looking forward

-
unpredictable inflation than we were used to in the last decade is a likely result  we are already seeing supply 
chains rerouted to higher cost locations. Plus, we know geopolitical tensions can spill over into commodity prices. 
These challenges reflect the evolving nature of economies and why we see continued rotations in market drivers.
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Past performance is no guarantee of future returns. 
Any views expressed were held at the time of preparation and are subject to change without notice. 
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Revolving economies
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Globally, growth patterns are shifting. 

US growth is now moderating and expected to cool 

further in 2025, signalling a potential end to its post-

Meanwhile, low levels of productivity growth and a weak 

their recovery path.

Emerging and frontier markets are projected to 

experience premium growth rates, with China benefiting 

from policy support and India maintaining its status as 

the fastest-growing large economy. 

Importantly, expansion of the emerging markets growth 

premium  or economic growth in excess of developed 

markets  usually drives outperformance in emerging 

market assets. 

Economies in motion

Source: HSBC Asset Management, December 2024. Any forecast, projection or target where provided is indicative only and not guaranteed in any way. HSBC Asset Management accepts no liability for any 
failure to meet such forecast, projection or target. The views expressed above were held at the time of preparation and are subject to change without notice.

• The US is likely to secure a soft 
landing  where growth slows but 
remains positive  and this slower, 
but steady growth allows inflation 
to continue to moderate.

• As US growth cools, it will look 
less exceptional versus the rest of 
the world.

• But uncertainty around economic 
and trade policy across countries 
is rising. With the world becoming 

-
varying opportunities and 
challenges for individual 
economies.
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Shifting to new opportunities
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Our expectations for economic and 

corporate profit growth to converge in 

advanced economies suggests that 

investment markets outside of the US have 

room to perform. 

Neglected parts of global stock markets, such as less 

growth-

catch up. In faster growing emerging markets  especially 

those less reliant on exports to the US  we could see 

outperformance on the back of cheaper valuations today.

Broadening profits growth could also produce a rotation 

within US equities towards neglected or defensive sectors 

that stand to benefit from policy actions, such as financials 

and industrials. Financials would benefit from potential 

deregulation and increased M&A, while some industrials 

may benefit from tariffs, even with higher input costs. 

Additionally, less globally exposed companies may be 

shielded from trade policy impacts, which could 

continue to support recent resilience in small-cap stocks.

Source: HSBC Asset Management, December 2024. Any forecast, projection or target where provided is indicative only and not guaranteed in any way. HSBC Asset Management accepts no liability for any 
failure to meet such forecast, projection or target. The views expressed above were held at the time of preparation and are subject to change without notice.

Market rotations

• Policy uncertainty means that 
investors need to be prepared for 
market volatility.

• Markets are primed to rotate:  

– higher-for-longer interest rates 
can have knock-on effects

– stock laggards can become 
leaders

• Emerging and frontier markets 
trade at a significant discount, 
and may have potential to deliver 
returns.
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Turning to new diversifiers
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A higher-for-longer interest rate environment 

also challenges traditional portfolio constructs. 

With geopolitics potentially disrupting assumptions on 

the growth, profits, and inflation outlook, market 

volatility could easily pick up  leaving the most 

expensive parts of the market vulnerable. 

Government bonds could struggle to protect against 

stock market downturns in an environment where 

interest rates stay elevated. This strengthens the need to 

incorporate alternatives into portfolios  those like 

private credit and real assets, along with the 

uncorrelated returns of hedge funds. 

Likewise, asset-backed securities can help. They benefit 

from a higher-for-longer scenario given that they are 

floating rate instruments  meaning their coupon 

payments will rise if interest rates do. And today, they 

have high starting income levels alongside their low 

correlations to traditional fixed income  making them a 

useful portfolio diversifier. 

Source: HSBC Asset Management, December 2024. Any forecast, projection or target where provided is indicative only and not guaranteed in any way. HSBC Asset Management accepts no liability for any 
failure to meet such forecast, projection or target. The views expressed above were held at the time of preparation and are subject to change without notice. Diversification does not ensure a profit or protect 
against loss. 

Always an alternative

• A shallow rate cutting cycle 
creates opportunities in floating-
rate private credit and asset-
backed securities, with 
compelling yields on offer

• Equity strategies focusing on real 
assets provide a defensive route 
into the market  

• Hedge funds and other 
alternatives become more 
important diversifiers in this new 
market regime
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Fed cuts and China stimulus, alongside a 

starting point of hefty valuation discounts, has 

meant a good 2024 for a broad range of 

emerging market asset classes. 

Still, they remain unloved and under-owned by international 

investors, reflected in relatively cheap valuations. This 

means that any positive developments can lead to strong 

market reactions, as seen recently in China. 

Unique prospects within emerging market countries also 

contribute to diversification benefits. However, given 

regions are performing so differently, and are facing 

different challenges, investors must do their homework 

when allocating to them. 

India is set to maintain its position as the fastest growing 

-

presents opportunities for many Asian economies to exploit 

a restructuring of global trade patterns, as production is 

While emerging markets should not be treated as one bloc, 

the US dollar outlook will play a role across all. Should US 

dollar strength at least moderate, this supports further 

potential for emerging market assets.

Emerging market  developed market relative growth historically translates to stock market 
performance

Source: Bloomberg, HSBC Asset Management, November 2024. 

Past performance is no guarantee of future returns. Any forecast, projection or target where provided is indicative only and not guaranteed in any way. HSBC Asset Management accepts no liability for any 
failure to meet such forecast, projection or target. The views expressed above were held at the time of preparation and are subject to change without notice. 
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Benefit from yields

Fewer interest rate cuts from the US Federal Reserve, 

and more issuance of Treasuries as government debt 

continues to grow, will put upward pressure on bond 

yields. This means fixed income investors can continue 

to benefit from relatively high yields available, but 

material capital appreciation will only arise if economic 

growth surprises to the downside and interest rate cuts 

become more aggressive. However, this is not our 

central scenario going into 2025.

For this reason, we think bond segments less sensitive 

to interest rates  like asset-backed securities  look 

interesting. Their floating rate nature and high starting 

income levels make them stand out as portfolio options 

today. Additionally, low correlations to traditional fixed 

income reinforces their diversification appeal. 

There are favourable options from high yields elsewhere 

in corporate bonds, with company balance sheets solid 

amidst a resilient global economy, but many segments 

against any downturn in credit quality and increase in 

default risk.

Rotations in equities

Profit growth should be less concentrated in the US in 

2025. This supports the case for non-US developed and 

emerging markets. Starting from low valuations, any 

good news can unlock performance. Within the US, 

returns have started to broaden from the tech sector.

Broadening returns can help emerging markets, where 

there are compelling opportunities. However, risks such 

as a stronger US dollar and geopolitical uncertainties 

could impact sentiment, making us selective. Still, 

unique market characteristics offer diversification. 

The below chart presents an example, showing a 

Always an alternative

Alternative assets can offer valuable resilience within 

multi-asset portfolios. Hedge funds, for instance, which 

are designed to deliver uncorrelated returns, have 

proven particularly useful during market downturns. 

Other options include private credit, where investors can 

benefit from high yields in floating-rate instruments, 

enhancing resilience amidst interest rate uncertainty. 
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Portfolios taking shape

Past performance is no guarantee of future returns. Returns are for market indices and do not reflect any fees or currency considerations. Any forecast, projection or target where provided is indicative only 
and not guaranteed in any way. HSBC Asset Management accepts no liability for any failure to meet such forecast, projection or target.   

Broadening out of returns within US equities
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Important information
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Views are personal and based on information available in 

the public domain at present. Investors should not consider 

the same as investment advice. Please consult your 

financial advisor for all your investment decision.

This document has been prepared by HSBC Asset 

Management (India) Private Limited (HSBC) for information 

purposes only with an intent to provide market overview 

and should not be construed as an offer or solicitation of an 

offer for purchase of any of the funds of HSBC Mutual 

Fund. All information contained in this document (including 

that sourced from third parties), is obtained from sources, 

which HSBC/ third party, believes to be reliable but which it 

has not been independently verified by HSBC/ the third 

party. Further,  HSBC/ the third party makes no guarantee, 

representation or warranty and accepts no responsibility or 

liability as to the accuracy or completeness of such 

information. The information and opinions contained within 

the document are based upon publicly available 

information and rates of taxation applicable at the time of 

publication, which are subject to change from time to time. 

Expressions of opinion are those of HSBC only and are 

subject to change without any prior intimation or notice. It 

does not have regard to specific investment objectives, 

financial situation and the particular needs of any specific 

person who may receive this document. Investors should 

seek financial advice regarding the appropriateness of 

investing in any securities or investment strategies that 

may have been discussed or recommended in this report 

and should understand that the views regarding future 

prospects may or may not be realised. Neither this 

document nor the units of HSBC Mutual Fund have been 

registered in any jurisdiction. The distribution of this 

document in certain jurisdictions may be restricted or 

totally prohibited and accordingly, persons who come into 

possession of this document are required to inform 

themselves about, and to observe, any such restrictions. .

This document is intended only for those who access it 

from within India and approved for distribution in Indian 

jurisdiction only. Distribution of this document to anyone 

(including investors, prospective investors or distributors) 

who are located outside India or foreign nationals residing 

in India, is strictly prohibited. Neither this document nor the 

units of HSBC Mutual Fund have been registered under 

Securities law/Regulations in any foreign jurisdiction. The 

distribution of this document in certain jurisdictions may be 

unlawful or restricted or totally prohibited and accordingly, 

persons who come into possession of this document are 

required to inform themselves about, and to observe, any 

such restrictions. If any person chooses to access this 

document from a jurisdiction other than India, then such 

person do so at his/her own risk and HSBC and its group 

companies will not be liable for any breach of local law or 

regulation that such person commits as a result of doing 

so.

Mutual Fund investments are subject to 

market risks, read all scheme related 

documents carefully.

© Copyright. HSBC Asset Management (India) Private Limited 

2024, ALL RIGHTS RESERVED. 

HSBC Asset Management (India) Private Limited, 9-11 Floors, 

NESCO IT Park, Building no. 3, Western Express Highway, 

Goregaon (East), Mumbai  400 063, India. 
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CL 2224

http://www.assetmanagement.hsbc.co.in/


9


	Slide 1
	Slide 2
	Slide 3: Revolving economies
	Slide 4: Shifting to new opportunities
	Slide 5: Turning to new diversifiers
	Slide 6: Being active in emerging markets
	Slide 7
	Slide 8: Important information
	Slide 9

