


Key factors impacting Indian equity markets

September 2024 May 2025 Outlook/ portfolio implications

Cut to global growth outlook driven by US and
concerns on trade war. Central Banks on wait
and watch mode.

Global outlook remains uncertain on both growth

Strong growth outlook driven by US
and inflation. Volatility to remain high.

Clvoa] euilloolk exceptionalism and rate cuts globally

Source — HSBC Mutual Fund, Latest available data as at May '25, Past performance may or may not be sustained in the future and is not indicative of future results. Note : Views provided above are based on information available in public
domain at this moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision.

4{} HSBC Mutual Fund PUBLIC



Tariff announcements have created significant volatility and uncertainty
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Source — Census Bureau, Federal Register, Haver, UBS estimates, HSBC Mutual Fund, Latest available data as at May 25, Past performance may or may not be sustained in the future and is not indicative of future results. Note : Views provided
above are based on information available in public domain at this moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision.
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Global growth forecasts have come down; India relatively better placed within Asia

A UBS global GDP growth forecasts had come down 40bps to 2.56% after the initial announcements. Following the 12 May
announcement of a lower reciprocal tariff rate between US and China, the downside risk to growth has eased.

A UBS raised its 2025 GDP growth forecast for US from 1.4% to 1.6% and for China from 3.4% to 4.0%, and UBS's current global
GDP growth forecast (2.7%) is about 20bps higher than April 2025

A India remains relatively better placed among the large economies, especially in Asia region which remains the most impacted due

to tariffs
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Source — Haver, UBS estimates, HSBC Mutual Fund, Latest available data as at May ‘25, Past performance may or may not be sustained in the future and is not indicative of future results. Note : Views provided above are based on information
available in public domain at this moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision.
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USD strength to weakness in 6 months
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Source — The Economist, Bloomberg, HSBC Mutual Fund, Latest available data as at May 25, Past performance may or may not be sustained in the future and is not indicative of future results. Note : Views provided above are based on
information available in public domain at this moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision.
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India’s external position remains comfortable

India has the fourth largest FX reserves India’s import cover ratio remains comfortable
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Source : Bloomberg, UBS, Morgan Stanley Research, HSBC Mutual Fund, Latest available data as at May '25, Past performance may or may not be sustained in the future and is not indicative of future results. Note : Views provided above are
based on information available in public domain at this moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision.
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Key factors impacting Indian equity markets

Key factors September 2024 May 2025 Outlook/ portfolio implications

— . Resumption of central government capex, Central government capex should remain strong.
Significant slowdown in both central and . , . .
Government capex . . especially in defence and power. State State government capex may remain slow. Portfolio
state capex driven by elections : . :
government capex remains slow. realigned accordingly

Source : Bloomberg, HSBC Mutual Fund, Latest available data as at May ‘25, Past performance may or may not be sustained in the future and is not indicative of future results. Note : Views provided above are based on information available in
public domain at this moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision. The sector(s)/stock({s)/issuer(s) mentioned in this document do
not constitute any research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy or sell any stocks / investments. The Fund/portfolio may or may not have any

existing / future position in these sector(s)/stock(s})/issuer(s).
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Healthy double-digit growth in FY25 capex driven by corporate capex

A Overall capex grew by 12% YoY in FY25. Corporate capex of the listed non-financial space breached Rs 11tn in FY25 (20% YoY),
thereby outpacing the central government capex at Rs 10.5tn

A CFO/ capex ratio dipped further to 1.5x as capex growth outpaced CFO which could eventually result in corporate loan growth

picking up
Listed corporate capex outpaces Centre’s capex CFO/capex at 1.5x is declining as capex growth is > CFO growth
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Source : CEIC, Capitaline, ICICI Securities Research, Latest available data as at May ‘25, Past performance may or may not be sustained in the future and is not indicative of future results. Note: Views provided above are based on information
available in public domain at this moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision. The sector(s)/stock(s)/issuer(s) mentioned in this
document do not constitute any research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy or sell any stocks / investments. The Fund/portfolio may or may
not have any existing / future position in these sector{s)/stock(s)/issuer(s).
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Central government capex recovers post slowdown in THFY25

-

A During General Election years, the central government’s capex spending tends to be back-ended and FY25 unfolded in a similar
manner

A Overall, for FY25, the actual government capex spending at Rs 10.5tn exceeded the revised BE of Rs 10.2tn, largely led by core
infra capex (especially road transportation) and capex loans to states

Central government capex trends
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Source : Bloomberg, UBS, Morgan Stanley Research, Latest available data as at May ‘25, Past performance may or may not be sustained in the future and is not indicative of future results. Note : Views provided above are based on information
available in public domain at this moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision. The sector(s)/stock(s)/issuer(s) mentioned in this
document do not constitute any research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy or sell any stocks / investments. The Fund/portfolio may or may
not have any existing / future position in these sector(s)/stock(s)/issuer(s).
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Centre passing the baton to States for capex

A Central Government capex appears to have been peaking out with capex/ GDP of around 3.1%

A Central government is passing the baton of spending on to states with higher inter-governmental loans and transfers to states

Féercant of nominal GDP Percent of nominal GDFé
Total effective capital expenditure:
Central government capex
9 Grants to states for capex 9
Capex loans to states = =
4. / 4
3 - 3
2 - 2
1 -1
n T T T T T T ﬁ
FY14-20 2021 2022 2023 2024 2025 2026

average
NOTE: Years are in fiscal years. FY2025 runs from April 2024 to March 2025. Before FY 16,

transfer to states is captured in other budgetary support. FY25 is as per RE and FY26 is as per
BE

Source: CEIC, Goldman Sachs Global Investment Research

Source : Bloomberg, UBS, Morgan Stanley Research, Latest available data as at May ‘25, Past performance may or may not be sustained in the future and is not indicative of future results. Note : Views provided above are based on information
available in public domain at this moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision. The sector(s)/stock(s)/issuer(s) mentioned in this

document do not constitute any research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy or sell any stocks / investments. The Fund/portfolio may or may
not have any existing / future position in these sector(s)/stock(s)/issuer(s).
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Production-linked incentive scheme — Disbursements by government

= Date of S Proposed financial outlay, Amount disbursed (till
Mo announcement ectors USS mn FY25RE), US$ mn

Schemes continuing for the next 3-5 year

1 Mar-20 Medical devices 500 14
2 Mar-20 Key starting material/ bulk drugs 1000 4
3 Nov-20 Pharmaceutical drugs 2100 430
Nov-20 Electronic! technology products (IT hardware) 1000 --
¢ May-23 IT Hardware 2.0 2073 -
5 Mar-25 Electronic components 2500 --

Schemes maturing in FY27
6 Nov-20 Food products 1500 215
7 Nowv-20 Automobile & components 3600 44

Schemes maturing in FY26

8 Mar-20 Mobile manufacturing 5600 1408
9 MNov-20 ACC battery 2500 3
10 Nov-20 Telecom & networking products 1700 219
11 Nov-20 Textile products: man-made fiber & technical textiles 1500

12 Nov-20 White goods (ACs & LED) 300 35
13 Nowv-20 High efficiency solar panel modules 600 3
14 Nov-20 Specialty steel 900 7

Schemes already matured
15 Sep-21 Drones and drone Components 14 15

Total 27987 2397

Source : PIB, UBS, Latest available data as at May '25, Past performance may or may not be sustained in the future and is not indicative of future results. Note : Views provided above are based on information available in public domain at this
moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision. The sector(s)/stock(s)/issuer(s) mentioned in this document do not constitute any
research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy or sell any stocks / investments. The Fund/portfolio may or may not have any existing / future
position in these sector(s)/stock(s)/issuer(s).
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Key factors impacting Indian equity markets

Key factors September 2024 May 2025 Outlook/ portfolio implications

Growth slowdown seen in urban Social welfare schemes by state government
Consumption consumption; income tax cuts announced. and income tax cuts to drive consumption. 8t Discretionary Consumption expected to see recovery
Rural consumption remained weak. Pay commission set up

Source : Bloomberg, UBS, Morgan Stanley Research, HSBC Mutual Fund, Latest available data as at May ‘25, Past performance may or may not be sustained in the future and is not indicative of future results. Note : Views provided above
are based on information available in public domain at this moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision. The
sector(s)/stock(s)/issuer(s) mentioned in this document do not constitute any research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy or sell any

stocks / investments. The Fund/portfolio may or may not have any existing / future position in these sector(s)/stock(s)/issuer(s).
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Cumulative consumption stimulus could be huge over coming years

9 Rs4.5tn, 1.2% of GD? Rs7.5tn, 2% of GDP
" Rs2tn, 0.5% of GDP
f.J =
' Rs1tn, (0.3% of GDP
Income tax relief Cash transter Pay hike in 8th Pay Total stimulus
schemes for women Commission

oy multiple state
governments

Source; LIBS estimates

Source : UBS, HSBC Mutual Fund, Latest available data as at May 25, Past performance may or may not be sustained in the future and is not indicative of future results. Note : Views provided above are based on information available in public
domain at this moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision. The sector(s)/stock(s})/issuer(s) mentioned in this document do not

constitute any research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy or sell any stocks / investments. The Fund/portfolio may or may not have any
existing / future position in these sector(s)/stock(s)/issuer(s).
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Higher disposable income in hands of consumers

Cash transfer schemes for women announced by various states and

Income tax relief for households announced in estimated cost

July 2024 budget

Annual transfer Fiscal implication
B Tax saving per tax payer (in INR)
120,000 - ok Scheme State Rs Rs bn % of GSDP
100,000 - 100K Lado Lakshri Yojana Haryana 25,200 200 1.8
50000 Mukhyamantr Maiya Samman Yojana Jharkhand 30,000 150 33
67K Gruh Lakshmi Scheme Karnataka 24,000 310 1.2
60,000 -
28K Ladli Behna Yojana Madhya Pradesh 15,000 195 14
40,000 - o : . .
27K Majhi Ladki Bahin Yojana Maharashtra 18,000 460 1.1
20,000 4 . Subhadra Yojana Kalaighar Odisha 10,000 100 1.2
_ Magalir Urimai Scheme Tamil Nadu 12,000 135 0.5
0.8-1.2mn 1.2-1.6mn 1.6-2mn 2-2.4mn >=2.4mn .
Lakshmi Bhandar Scheme West Bengal 13,200 290 1.7
Income range
Total 1840 0.6%*
Source: Budget documents, UBS
Source: State government budgets, UBS. Note: * - as % of total India GDP for FY25
. - 4,692
300,000 Pradhan Mantri Jan Dhan Yojana 4087 4,476
I Deposits (INR crs) =@=—Pcr gccount deposit {INR) 3 449 3,694 '
200,000 2,725 5% ’
2935 2,500
1,665
100,000 1,060 l
— m H B N

an-19 an-
Source: Government of India, HSBC Mutual Func? Latest avalla%le data as at ﬁ/lay 25, Past per ormanoe may or may not be sustamedam t%e future and |s not mdjcatlve of future results Note V|evvs provided above are based on information

available in public domain at this moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision. The sector(s)/stock(s)/issuer(s) mentioned in this
document do not constitute any research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy or sell any stocks / investments. The Fund/portfolio may or may
not have any existing / future position in these sector(s)/stock(s)/issuer(s).
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Key factors impacting Indian equity markets

Key factors September 2024 May 2025 Outlook/ portfolio implications

Food inflation showing fast deceleration on
strong harvest, expectations of good monsoon
and lower commodity costs

Inflation in FY26 likely to remain below/ around RBI
expectations of 4% and likely 2-3 rate cuts

Food inflation remains sticky. Core inflation
low.

Inflation

Slew of measures to boost liquidity, including Domestic liquidity conditions to remain positive in

Domestic liquidity Tight liquidity conditions rate cuts FV26

Source: HSBC Mutual Fund, Latest available data as at May ‘25, Past performance may or may not be sustained in the future and is not indicative of future results. Note : Views provided above are based on information available in public domain
at this moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision. The sector{s}/stock(s)/issuer(s) mentioned in this document do not constitute
any research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy or sell any stocks / investments. The Fund/portfolio may or may not have any existing / future

position in these sector(s)/stock(s)/issuer(s).
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Inflation at 6-yr low; expected to decline further

A Improvement in inflation outlook has come from food prices, especially from downward inflation momentum in vegetable prices.
Further, high base effect in food inflation may also keep inflation low.

A Falling energy prices and recent appreciation in INR is likely to keep fuel inflation lower and manageable.

A IMD has given its first estimate of rainfall season as “above normal”

Headline CPI inflation . . .
Cumulative repo rate cut of 100bps in the current rate easing cycle
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Source: Haver, RBI, BofA Global Research, Morgan Stanley Reseacrh, HSBC Mutual Fund, Latest available data as at May ‘25, Past performance may or may not be sustained in the future and is not indicative of future results. Note : Views
provided above are based on information available in public domain at this moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision. The
sector(s)/stock(s)/issuer(s) mentioned in this document do not constitute any research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy or sell any stocks /
investments. The Fund/portfolio may or may not have any existing / future position in these sector(s)/stock(s)/issuer(s).
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Front-loaded rate cut and easing to boost liquidity

-

A

RBI has proactively started taking measures to improve interbank liquidity (OMO purchases, FX swaps and VRR auctions)

A RBI recently also eased some lending regulations for NBFCs, including reducing risk weights on microfinance loans and
potentially encouraging banks to increase funding to NBFCs

RBI has undertaken liquidity enhancement measures

INR tn

~n

VRR worth INR 750bn
were carried out on 27
Jan and 1_2 Feb

D/INR Buy Sell
Sw aps

-100
OMO Purchases
(including secondary
market purchases)

USE bn

Liquidity Enhancing Measures, CYTD25 200 -

A 56-day VRR worth 52 150 -
INR 500bn and a 49-day A CRR cut. effective
Sep 6 is likely to add

liquidity worth INR 2.5tn 100 -

by Dec-25
50 ~

Banking system liquidity turned into surplus on RBI measures

——Durable/Core liguidity
———Banking system liquidity

NDTL (+1%)
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Source: Source: RBI, CEIC, UBS, Morgan Stanley Research, Latest available data as at May ‘25, Past performance may or may not be sustained in the future and is not indicative of future results. Note : Views provided above are based on
information available in public domain at this moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision. The sector(s)/stock(s})/issuer(s)

. s s)/i
mentioned in this document do not constitute any research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy or sell any stocks / investments. The
Fund/portfolio may or may not have any existing / future position in these sector(s)/stock(s)/issuer(s).
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Key factors impacting Indian equity markets

Key factors September 2024 May 2025 Outlook/ portfolio implications

FIl flows were strong driven by India’s Flls saw positive inflows over the past couple of . : : .
) : . FIl flows may remain volatile, but India may continue
Flows relative attractiveness. DIl flows were also months. Dlls flows saw strong recovery in May : .
to be an outlier. DIl flows to remain strong.
strong. 2025 and record cash levels.

Source: HSBC Mutual Fund, Latest available data as at May '25, Past performance may or may not be sustained in the future and is not indicative of future results. Note : Views provided above are based on information available in public domain
at this moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision. The sector(s)/stock(s)/issuer(s) mentioned in this document do not constitute
any research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy or sell any stocks / investments. The Fund/portfolio may or may not have any existing / future

position in these sector(s)/stock(s)/issuer(s).
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Foreign flows gaining traction since past couple of months

A Indian equity markets saw record Fll outflows of $25.3bn in 2HFY25 driven by concerns on growth, consensus earnings
downgrades, USD strength and higher valuations.

A However, post reciprocal tariff announcements on April 2, India received $3bn of Fll inflows in past two months.

Fll flows (USD bn) Foreign flows in EM since tariff announcements
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Source: Motilal Oswal Securities, HSBC Mutual Fund

Source: HSBC Mutual Fund, Latest available data as at May ‘25, Past performance may or may not be sustained in the future and is not indicative of future results. Note : Views provided above are based on information available in public domain
at this moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision.
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FlIl positioning in India is close to lowest in more than a decade
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Source: HSBC Mutual Fund, FTSE Russell, Factset, HSBC, Latest available data as at May ‘25, Past performance may or may not be sustained in the future and is not indicative of future results. Note : Views provided above are based on
information available in public domain at this moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision. The sector(s)/stock({s})/issuer(s)
mentioned in this document do not constitute any research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy or sell any stocks / investments. The

Fund/portfolio may or may not have any existing / future position in these sector(s)/stock(s)/issuer(s).
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DIl flows resume in May 2025; MF cash levels at all-time highs

21

A DIl flows saw some moderation with the global uncertainty in the past couple of months, however, markets saw $7.9bn of
healthy inflows in May 2025

A Mutual fund cash holding is at post-Covid highs of 7.2% vs average long-term cash level of 4.6%
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Source: HSBC Mutual Fund, Motilal Oswal Securities, AMFI, Jefferies, Latest available data as at May 25, Past performance may or may not be sustained in the future and is not indicative of future results. Note : Views provided above are based
on information available in public domain at this moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision.

{X} HSBC Mutual Fund

PUBLIC



DIl ownership higher than Fll after multiple years

22

30-Sep-2009
31-Mar-2010
30-Sep-2010
31-Mar-2011
30-Sep-2011
31-Mar-2012
30-Sep-2012

31-Mar-2013

30-Sep-2013

31-Mar-2014

30-Sep-2014

NSE listed companies ownership (%)

31-Mar-2015

30-Sep-2015

31-Mar-2016

30-Sep-2016
31-Mar-2017

30-Sep-2017
31-Mar-2018

30-Sep-2018

31-Mar-2019

30-Sep-2019

31-Mar-2020

30-Sep-2020

31-Mar-2021

30-Sep-2021

31-Mar-2022

30-Sep-2022

31-Mar-2023

30-Sep-2023

31-Mar-2024

17.6

30-Sep-2024

17.2

31-Mar-2025

22.0

20.0

18.0

16.0

14.0

12.0

10.0

8.0

Source: HSBC Mutual Fund, NSE. Latest available data as on March 31, 2025, Past performance may or may not be sustained in the future and is not indicative of future results. Note : Views provided above are based on information available in
public domain at this moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision. The sector(s)/stock(s}/issuer(s) mentioned in this document do

not constitute any research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy or sell any stocks / investments. The Fund/portfolio may or may not have any

existing / future position in these sector(s)/stock(s)/issuer(s).
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Key factors impacting Indian equity markets ?

Key factors September 2024 May 2025 Outlook/ portfolio implications

Consensus earnings  Sizeable downgrade in earnings revision for  Intensity of earnings downgrade revision has Earnings downgrade cycle look close to bottoming-
revision FY25 come down out

Valuations Significantly above historical averages with Above historical averages, however, corrected  Specific pockets where valuation are attractive. We
hardly any margin of safety from top remain selective bottoms-up.

Source: HSBC Mutual Fund, NSE. Latest available data as at May ‘25, Past performance may or may not be sustained in the future and is not indicative of future results. Note : Views provided above are based on information available in public
domain at this moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision.
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Corporate profit to GDP at multi-year highs

Nifty-500 - the corporate profit-to-GDP ratio remains flat YoY at 4.7% in FY25

Average: 3.7°

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Source — Motilal Oswal Securities, HSBC Mutual Fund, Latest available data as at May ‘25, Past performance may or may not be sustained in the future and is not indicative of future results. Note : Views provided above are based on information
available in public domain at this moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision.
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Corporate earnings to grow mid-teens on low base 2

eeseee Py

E Nifty 50 earnings delivered 11.8% CAGR over the period FY 2002-25

E Earnings growth to reaccelerate on a low base of FY25 with 13.9% growth over FY25-FY27 as per recent projections

FY25E-27E: 13.9%

CAGR 1,314

1,013
FY10-25:
0,
11.8% CAGR 810
727
543
474
184
92 131 169
78
N ™ <t To) © N~ o] o o — N ™ <t To) © N~ [e0] o o — N ™ < L0 L LU
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> > > > > > > > > > > > > > > > > > > > > > > > N N
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Source — MOSL, Bloomberg, Latest available data as at May ‘25, Note: Above data is based on Nifty EPS (in INR), Niftyb0 Earnings and returns, EPS — Earnings Per Share, The above information is for illustrative purposes only. The
sector(s)/stock(s)/issuer(s) mentioned in this document do not constitute any research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy or sell any stocks /
investments. Past performance may or may not sustain and doesn’t guarantee the future performance.
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Large cap valuations slightly above average

ooooooo

E With the recent market recovery, Large Caps are currently trading slightly above its long-term average

E ROEs not far from decadal highs of 16%, though marginally lower now on account of moderate FY25 earnings

NIFTY 50 Forward P/E valuations NIFTY 50 ROE (%)

27 173

24 156

21 M7 212 139 134 10 vear Avg: 13.8%

10 Year Avg: 20.7x

18 12.2
15 10.5
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Source: MOSL, Bloomberg, Niftyb0 PE/ROE. Latest available data as at May '25,, Past performance may or may not be sustained in the future and is not indicative of future results. Note : Views provided above are based on information available
in public domain at this moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision. The sector(s)/stock(s)/issuer(s) mentioned in this document

do not constitute any research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy or sell any stocks / investments. The Fund/portfolio may or may not have any
existing / future position in these sector(s)/stock(s)/issuer(s).
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SMID valuations continue to remain above averages

27

E Mid cap valuations have corrected from peak, however, remain above average. The high valuations are backed by strong double-digit YoY
earnings growth for the Index

E Small caps valuations also stay above averages

NIFTY MIDCAP 100 INDEX Forward P/E valuations

40

34

28

22

16
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= Midcap PE (x)

Midcap Avg: 22.7x
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NIFTY SMALLCAP 100 INDEX Forward P/E valuations

= Smallcap PE (X)

29 Smallcap Avg: 17.2x 25.8

23 /)
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May-18
May-19
May-20
May-21
May-22
May-23
May-24
May-25

Source: MOSL, Bloomberg. Latest available data as at May ‘25, Past performance may or may not be sustained in the future and is not indicative of future results. Note : Views provided above are based on information available in public domain
at this moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision. The sector(s)/stock(s)/issuer(s) mentioned in this document do not constitute
any research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy or sell any stocks / investments. The Fund/portfolio may or may not have any existing / future
position in these sector(s)/stock(s)/issuer(s).
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A tale of 2 halves — Sector rotation in play

A Telecom, Healthcare and Energy the possible outlier sectors in the past year or so

A The former two sectors outperformed in both halves, while Energy underperformed across time periods

Consumer Disc.
Automobiles
Telecom
Utilities
Materials
Health Care
Real Estate
Consumer Staples
Technology
Capital Goods
Nifty 500
Financials

Energy

Apr to Sept 2024

20%
17% R
13%

Banks 12%

Source: Bloomberg. Latest available data as at May '25,, Past performance may or
moment and subject to change. Investors should not consider the same as investy
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may not be sustained in the future and is not indicative of future results. Note : Vig
pent advice. Please consult your financial advisor for any investment decision. They

A

Apr 2024 to Apr 2025
Financials
Banks
Health Care
Telecom
Nifty 500 9%
Consumer Staples 5% [l
Automobiles 4% R
Materials 4% N
Consumer Disc. 4% R
Capital Goods 3%
Technology 3%
Real Estate 2%
Utilities 2% I
Energy12% NG

24%

I 0
I 0
5

ws provided above are based on information available in public domain at this
poctor(s)/stock(s)/issuer(s) mentioned in this document do not constitute any

research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy or sell any stocks / investments. The Fund/portfolio may or may not have any existing / future
position in these sector(s)/stock(s)/issuer(s).
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Moderation in growth (Earnings revision) + risk aversion played out. Factors that led to this could be reversing

NIFTY 1 R )
At 15:39 0 24669.70 H 24754.40 L 24526.15 Prev 24750.70
Line Cha

NIFTY Index 94 Suggested Charts » 96) Actions ~ 97) Edit ~
12/02/2024[S§ 06/02/2025[a] * W Mov Avgs Key Events
+ Related Data - « # Edit Chart

1D 30 1M 6M YD 1Y 5Y Max Daily v = 1f ~+ Table
Track Annotate E Zoom
105

Normalized As Of 12/02/2024
Last Price

B NIFTY Index 101.8148

NSEMD150 Index 100.6389

B NSES250 Tndex  95.0317

Source: Bloomberg. Latest available data as at May '25,, Past performance may or may not be sustained in the future and is not indicative of future results. Note : Views provided above are based on information available in public domain at this
moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision. The sector(s)/stock({s})/issuer(s) mentioned in this document do not constitute any
research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy or sell any stocks / investments. The Fund/portfolio may or may not have any existing / future

position in these sector(s)/stock(s)/issuer(s).
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Small Cap Universe

Higher breadth of opportunities — Potential for alpha generation

Market Cap
Segment

Number of
Companies

Market Cap Range ($)#

Market Cap Range (Rs)

% of total market cap

E Large Caps

E Mid Caps

1st 100 companies

$11.7bn & above

Rs. 100,119 Cr & above

61%

E Small Caps

Next 150 companies

251st onwards

$3.9bn to
$11.6bn

Rs. 33,221 Cr to

Rs. 99,489 Cr

19%

What is Small Cap Fund?

4850 companies approx.

Below $3.8bn

Below Rs. 32,799 Cr

20%

Minimum
65% —
Small

Caps

on full market capitalisation basis as per AMFI list. *AMF|

{X} HSBC Mutual Fund

Balance
— Any
Market
Caps

CO—_,—=NNWW

Small cap Market cap universe — The journey
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Why Small Cap stocks?

oooooooooo

Key features of Small Cap stocks

/ ,\ / ?\ / —\ K/‘\ |
&) ad &) NS

Can be Potential Under- Diversity

Multi-baggers access to researched and alpha

Of tomorrow growth and under- potential
opportunity owned

Past performance may or may not be sustained in the future and is not indicative of future results.
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Return distribution of Small cap funds

60%
55%
50%
40% 39%
o 35%
30% 28% 28%
23% 25% 23% 25% 23%
20%
20% 17% 7% 18%
10% 8% 8% 6%
B H
o = o .
0%
3 Years 5 Years 7 Years 10 Years

H<0 m0-10 ®10-15 ©15-20 m>20

Small Cap stocks may offer more probability of delivering long term alpha

Source: NSE, CRISIL, Data as on 31 May 2025, Small Cap Funds are represented by Nifty Smallcap 250 TRI index, Return distribution is based on a daily rolling returns of period between: 31 Mar 2005 - 31 May 2025.

Percentage indicates number of observations for the respective rolling periods. Past performance may or may not be sustained in the future and is not indicative of future results.
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Small caps are potential long term alpha generators [Can be Multi-baggers Of tomorrow ]@
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When economic cycle gathers pace [Potential access to growth opportunity]@

Mid and Small Caps show potential Nifty Small cap = 38%
Nifty Midcap = 37%
NifAty 50 = 24%

440,000 (
420,000

. . 80000
Post Covid economic recovery \

400,000 _ ) _ Avg Real GDP growth 7.2%
380:000 lety 50 = 5% N|ﬂ:y |\/|Idcap =22% (FY22 to FY25b) 70000

360,000 . _ o _ T
340,000 Nifty Midcap = 5% Nifty Smallcap = 21%

5 320, . Nifty Smallcap = -3% Nifty 50 — 149 .
§258888 Nifty Smallcap = 46% Y P ° Ity /o

A
£ 280,000 Nifty Midcap = 31% ) [ | - 50000

$ 260,000 ‘ ( _ f India reforms phase

‘= 240,000 Nifty 50 = 30% India reforms phase Avg Real GDP growth 7.4%
= 220,000 Avg Real GDP growth 6.0% (FY14 to FY18)

£ 200,000 A (FY09 to FY13)

180,000 ( Global growth phase
o 160,000 Avg Real GDP growth 7.9%

© 140,000 (FY04 to FY08)
120,000

100,000

—
80,000 — / —

60,000 g
40,000 -—

20,008 [ l I

FY03 FY04 FYO5 FY06 FYO7 FYO8 FY09 FY10 FY11  FY12 FY13 FY14 FY15 FY16  FY17  FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25

40000
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Nifty 50, Nifty Midcap 100, Nifty Smallcap 100

 GDP (current price in Rs bon) e Nifty 50 TR| == Nifty Midcap 150 TRI == Nifty Smallcap 250 TRI

Source — Economic Survey of India, UBS, Data as at May 2025, All TRI Indices value rebased to 5000, Nifty Midcap 100, Nifty Smallcap 100, Nifty50 index
CAGR for (1) 31 Mar '04 to 31 Mar 08, (2) 31 Mar '08 to 31 Mar "13, (3) 31 Mar "13 to 31 Mar 18 and (4) 31 Mar ‘20 to 31 May ‘25 Past performance may or may not be sustained in future and is not a guarantee of any
future returns.
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Small caps are under researched and under-owned [Under-researched and under-owned]@

Capture businesses at their early stage

FIl holding (%) Small Caps - Under researched
20.8% Index Average Analyst
Research Coverage
14.3% .
0% Nifty 100 Index 30
Nifty Midcap 150 Index 18
Nifty Smallcap 250
9
, Index
Large Mid Small

Aim to invest in undervalued, under-owned, & under researched segments having potential to deliver performance in the long run

FIl holding data as on March 31 2025, Analyst coverage data as on 31 May 2025, Source — Bloomberg, Prowess CMIE, IIFL Research, HSBC Mutual Fund
Note: The sector(s)/stock(s}/issuer{s) mentioned in this document do not constitute any research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this
content to buy or sell any stocks / investments. The Fund/portfolio may or may not have any existing / future position in these sector(s)/stock(s)/issuer(s).
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SMID space offers opportunities across diverse sectors [Dlversny and alpha potential ]§y

.......... —
Invest across market caps and segments to explore breadth of businesses Diverse and niche set of companies have come with IPOs recently

indicating breadth of market, especially in mid and small caps

Small Cap [ ¥

Financial Services 8% 16% 17% Courler sery Premium watch retail player - Pedlalrie hosplial chaln
Banks 27% 7% 3% |
Energy 9% 3% 1% prolc
I 0, 0, 0,
Automobile and Auto Components 7% 6% 3% i » @@[ﬁ]ﬂ @ﬁﬂ@@
Fast Moving Consumer Goods 8% 4% 5% IF droné mantutacturer @@@m@w biran
Telecommunication 4% 3% 1%
. o 5 — m&mﬂ@m | Citizen-centric and populaﬁon Orlne travel agency
Materials o T o manufacturer and retaller  Scale e-governance solutions
Power 4% 3% 3%
ODM of room
Consumer Durables & Apparels 1% 3% 4% : e
air-conditioners
Real Estate 1% 3% 2%
Capital Goods 6% 16% 17%

Percentage weights represent the weights of the Industry in the specific Index. Large Caps is represented by Nifty 100 Index; Mid Caps by Nifty Midcap 150 Index and Small Caps by Nifty Small Cap 250 Index,

The sector(s)/stock(s)/issuer(s) mentioned in this document do not constitute any research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy or sell any stocks
/ investments. Past performance may or may not be sustained in future and is not a guarantee of any future returns. Latest available data as on 31 May 2025. Source: Bloomberg, Ace Equities, HSBC Mutual Fund. IPOs from Jan 2022 to March
2024 have been screened for above analysis.



Fund snapshot and portfolio construct 37
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HSBC Small Cap Fund

Fund Category Fund Manager | ___Benchmark! __|___InceptionDate | ___AUM® ____

Venugopal Manghat, NIFTY Small Cap Rs. 17,237.34 Cr
Cheeny G siE e Se el G 250 TR 12 May 2014

Small Cap Fund

¢ |
¢ |
¥ -
\ / X —
Well diversified Follows bottom-up Benchmark aware Pre-dominantly
portfolio with wide stock selection but an active growth oriented but
representation of portfolio focus is on buying at
sectors reasonable price
L
Sizing of bets is based Exposure to other stocks than
on conviction and small cap stocks in the portfolio to
opportunity aim to maintain stability

T As per clause 1.9 of the SEBI Master Circular dated June 27, 2024, on ‘Guiding Principles for bringing uniformity in Benchmarks of Mutual Fund Schemes’ has introduced two-tiered structure for benchmarking of certain categories of schemes.
Accordingly, the benchmark has been classified as Tier 1 benchmark effective from 01 December 2021. # Sonal Gupta is dedicated fund manager for investments in foreign securities by all the schemes of HSBC Mutual, Fund. Source - HSBC

Mutual Fund, Data as on 31 Oct 2024. AUM in USD - # Conversion used at INR / Rs 84.5 for $1
&For disclosure of quarterly AUM/AAUM and AUM by geography, please visit our website: https://www.assetmanagement.hsbc.co.infen/mutual-funds/investor-resources/information-library#&accordion1446811090=4.
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https://www.assetmanagement.hsbc.co.in/en/mutual-funds/investor-resources/information-library#&accordion1446811090=4

Stock selection is extremely critical in this segment

Though smaller companies have the potential to grow at a higher rate, not all smaller companies would

grow to become mid or large cap over time.

The key is to identify companies with

Competent Strong corporate
management / governance
promoters practices

Balance sheet
strength

Scalable

opportunities

Such businesses when bought at reasonable valuations could offer
upside potential over the medium to long term

{X} HSBC Mutual Fund
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Stock Selection

HSBC Small Cap Fund

Focus on quality companies, with
sound financial strength and solid
fundamentals

Invest at reasonable valuations (P/E,
P/B, EV/EBITDA etc.)

Position sizing aimed at capturing
winners early keeping an eye on risk
and liquidity management

Aim for long term opportunities in
niche, under-researched and under-
owned companies

Portfolio Allocation

Active management leading to
higher active share vs benchmark

Fund Manager allocates overweight
/ underweight vs benchmark for
better portfolio risk management

and sector diversification

Minimum cash holding to stick with
the fund mandate of investing in
small caps as per fund objective;

just enough to manage redemptions

HSBC Small Cap

Fund

Active bottom-up stock
selection leading to
investment in quality

small caps, supported
by fundamentals and
business moats that
may provide long term
alpha generation
potential

Quality Small Cap stocks may provide long term alpha generation opportunities

Source - HSBC Mutual Fund. Note - Large-caps are represented by the top 100 stocks on full market capitalisation basis & Mid caps are represented by the next 150 stocks based on full market capitalisation and Small Cap are represented by
251st company onwards based on full market capitalisation basis. Past performance may or may not be sustained in future and is not a guarantee of any future returns. Note : Views provided above are based on information available in public
domain at this moment and subject to change. Investors should not consider the same as investment advice. Please consult your financial advisor for any investment decision. The sector(s)/stock(s)/issuer(s) mentioned in this document do not
constitute any research report nor it should be considered as an investment research, investment recommendation or advice to any reader of this content to buy or sell any stocks / investments. The Fund/portfolio may or may not have any

existing / future position in these sector(s)/stock(s)/issuer(s).

{X} HSBC Mutual Fund



oooooooooo

Portfolio positioning

40

Data as on 31 May 2025, Source - HSBC Mutual Fund, Scheme Benchmark-Nifty Smallcap 250 TRI; *Fund inception date- 12 May 2014, N EGTGcHGNGNGNGEEEEEEEEEEEEEEEEEEEEEEs
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