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Success in markets

Risk assets perform again in 2021
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2022 themes: the price of success

Slower growth

Price pressures

Lower returns

The price
of
success

Asia spillovers

More uncertainty
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The expansion economy

Post-covid recovery continues

stylised business cycle

Expansion Economy

activity growing, profit growth peaks,

shift to policy normalisation Late cycle
activity, profit growth moderates,
.CHINA policy tightening
o~ KOREA
INDIA / us Q4 2019 GDP level

— -

/® EUROZONE

AUSTRALIAM CANADA
UKO‘ LATIN AMERICA

(
JAPAI\L/ ASEAN

Restoration
rebound in activity and profits
policy remains stimulative

Recession

policy easing 2022 GDP 3.7 3.8 5.0
2022 CPI 4.3 2.9 2.2
Q4 2022 CPI 2.1 1.4 2.4
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The expansion economy - transitory inflation

Many of the temporary factors that are boosting inflation should peak in Q1 2022

Two sources of inflation in 2022 US inflation could fall back sharply later in 2022
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The expansion economy - gradual policy normalisation

Policy support is being withdrawn

Central banks taper scenario Fed policy scenario
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Expansion economy and risks

High uncertainty

Stalling Growth

~Ne

Expansion Economy

CENTRAL SCENARIO

ey

Sticky Inflation

Demand shocks (covid, policy, confidence)
GDP trajectory stalls

Eventual policy support, but limited in scope

Post-covid recovery continues
Inflation shock transitory

Gradual policy normalisation

%)

Supply-side impairment
Inflation is persistent and meaningful

Faster policy normalisation

Bond hedge limited due to fiscal action
Cyclical equity markets struggle
Defensive factors (quality, ESG) outperform

USD rallies versus EM FX

Stocks > bonds amid falling unemployment
Late cycle equities catch-up

EM performs amid weaker USD

Inflation shock = 1 nominal and real yields
Equities de-rate despite neutral ERP

Quality, defensive growth, and inflation-
linked equities outperform

Source: Bloomberg, HSBC Asset Management, January 2022. Any views expressed were held at the time of preparation and are subject to change without notice. While any forecast, projection or target where provided is indicative only and not guaranteed in any way. HSBC Global Asset
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Relative valuations

Most asset classes are richly or neutrally-valued
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Macro uncertainties and country selection

Heat-map of equity market factor exposures
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A shift in market correlations

New inflation regime could mean a positive stock/bond correlation

2.5% core US inflation

...but does new inflation
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Asia fixed income opportunities

A balance of carry, credit risk, and diversification
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The dollar hedge 12

The US dollar may be the best hedge of our macro risk scenarios

Nominal trade weighted USD broad index (January 2006=100)
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Disclaimer 13
@

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 realized. 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.
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