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3.

The Fed raised interest rates by 25 bps in March, May, and July 2023. Fitch expects
one more hike to 5.5%- 5.75% by September. How will this affect Indian markets? How
should conservative to balanced investors react to such moves by the Fed? Suggest
your views.

Since March 2022, all central banks across the world have moved out from extra accommodative
policies introduced during covid and the focus has been shifted to addressing the very high
inflation by increasing interest rates aggressively. In calendar year 2022 the fed raised rates by
425bps while this year they have raised rates further by 100bps to 5.25%-5.50%. The pace of rate
hikes has reduced in this calendar year vs last year. In India too, the MPC (Monetary Policy
Committee) increased repo rate by 250bps from 4% to 6.50%, while the overnight rates have
moved up from 3.35% (reverse repo rate during Covid) to 6.50% (Repo rate now), an increase of
315bps. Increasingly the monetary policies across the world which moved in coordination since
covid, both in terms of cutting rates and then raising rates, are now diverging to address the
domestic growth — inflation issues. In India, the MPC and RBI may try and address the domestic
inflation issues while keeping growth in mind through their policy tools.

The yield on the Indian 10-year government bond surged past 7.16% along with
tracking the upward momentum for bond yields in the United States. On the other hand,
the credit rating in the US was recently downgraded from AAA to AA+ by Fitch ratings.
How can this impact bond markets in India now? Should investors consider some early
warning signals? Kindly brief.

In the last 4-5 months, the US 10yr treasury yields have moved up by 100bps from a low of 3.30
to 4.30% while Indian 10yr G-Sec yields have moved up by only 20 bps from 7% to 7.20%. This
has to do with the domestic orientation of the MPC and RBI, inflation broadly under control in the
18t quarter of FY 24. The bond markets in India will incrementally take cues from domestic factors
like the runaway price increase in vegetable inflation lead by tomatoes and how it impacts other
components in the vegetable and broadly on the food basket. The recent rise in prices of cereals
and pulses as well as the impact of erratic monsoon is a cause of concern. The markets will be
keenly watching the MPC reaction to this rise in inflation and the second order impact on broader
inflation from this increase. Till now the MPC has decided to see through the one-off spikes in
inflation caused by vegetables. On the other hand, the recent sovereign rating downgrade of US
by Fitch won’t have much of an impact as dollar remains the reserve currency of the world and
US is the largest economy in the world.

What are some medium-fiscal challenges that should be considered while investing in
debt funds? Give your ideas.
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In India, like in most other global economies, the central banks along with the respective
governments came up with a coordinated monetary and a fiscal response to address the growth
situation during Covid. While the monetary accommodation since then has been withdrawn and
tightened in the last year and half, the fiscal policies in most economies are nowhere near to the
pre-covid levels. The Debt to GDP ratio for all economies stands at the highest and now that
interest rates have risen across economies, the incremental cost of funding this debt is posting
greater challenges. While certain economies where growth is strong are well placed to address
this challenge, many others are not and that will cause greater volatility both in the debt markets
as well as the currencies. In India too the fiscal deficit to GDP ratio pre covid was at 3.5% while
currently the target for FY 2024 is at 5.9%. However, in India, the growth is still resilient and we
are one of the only major economies to grow above 6%. Also, our balance of payment position
is much better bringing much stability to INR. The Government along with RBI are actively
working towards bringing the spikes in food inflation under control. Considering these factors
in.

4. HSBC Liquid Fund has given good returns to investors so far. What is your investment
strategy behind handing this fund? Any important investment mantra you would like to
give to retail investors for investing in similar or related categories of debt funds
hereby?

HSBC Liquid fund has been investing in high quality well researched credits in upto 91 days
maturities. It is ideal for investors to park their liquidity for shorter period. Investors can also look
at funds like HSBC Ultra Short Duration Fund, HSBC Money Market Fund and HSBC Low
Duration Fund with similar focus on high quality well researched credits and an investment
horizon of upto 1 year.

HSBC Liquid Fund (Erstwhile HSBC Cash Fund)

Liguid Fund - An openrended Liquid Scheme. A relatively low interest rate risk and moderate credit risk Benchmark Index: Nifty Liquid
Index B-1

This product is suitable for investorswho are seeking®-
« Overnight liquidity over short term

# [nvestment in Money Market Instruments

*Inwestors should consult their financial sdvisers if indoubt sbout whether the product is suitable for them.

RISKOMETER

Investors understandthat their Note on Risk-o-meters: Riskometer is as on 31 July 2023, Any change in risk-o-metar
prinw:i;;a\-.mfillbe at Low to Moderate shall be communicated by way of Notice cum Addendum and by way of an e-mail or
risk SMS 1o unitholders of thatparticular scheme

RISKOMETER

Potential Risk Class (HSBC Liquid Fund)
Credit Risk — : ) ) L
- Relatively Low (Class A) Moderate (Class B) Relatively High (Class C)
Interest Rate Risk |
Relatively Low (Class I) B-l
Moderate (Class Il)
Relatively High (Class lll)

A Scheme with Relatively Low interest rate risk and Moderate credit risk.
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HSBC Uhra Short Duration Fund

RISKOMETER

Ultra Short Duration Fund - An open ended ultra-short term debt scheme investing in instruments
such that the Macaulay Duration of the portfoliois een 2 months to 6 months. Plea: rtothe
SI0 for explanation on Macaulay's duration.. A relatively Low interest rate risk and Maode i

=

This product is suitable for investors who are seeking™:
* Income over short term with low volatility

* [nvestment in debt & money market instruments such that the Macaulay Duration ofthe portfoliois
between 3 months- 6 months.

Investors understand that their
principal will be at Low to Moderate
risk

* Investors should consult their financial advisers if in doubt about whether the product is suitable for them.

Note on Risk-o-meters: Riskometer is as on 31 July 2023, Any change in risk-o-meter
shall be communicated by way of Notice cum Addendum and by way of an e-mail or
SMS to unithelders of that particular scheme

Benchmark Indox: NIFTY Uliia
Short Duration Debt Index B |

e

RISKOMETER

Potential Risk Class (HSBC Ultra Short Duration Fund)

Credit Risk —

Relatively Low (Class A) Maoderate (Class B)

Interest Rate Risk |

Relatively Low (Class I)
Moderate (Class Il)
Relatively High (Class Ill)

Relatively High
(Class C)

A Scheme with Relatively Low interest rate risk and Moderate credit risk.

HSBC Money Market Fund [Erstwhile L&T Monay Market Fund)

An open ended debt scheme investing in meney market instruments. A relatively Lows interest rate risk
and Moderate credit risk.

This product is suitable for investors who are seeking™:
» Generation of regular income over short to medium term

+ Investment in money market instruments

Investors understandthat their
principal will be at Low to Moderate
risk

* Investors should consult their financial advisers if in doubt about whether the product is suitable for them
& The lay duration is the htexd & ge term o matarity of the cash flows from & bond . Theweight of sach cash
flow is determined by dividing the present value of the cash flow by the price.

Note on Risk-o-meters: Riskometer is as on 31 July 2023, Any change in risk-o-meter
shall be communicated by way of Notice cum Addendum and by way of an e-mail or
SMS to unitholders of that particular scheme

Benchmark Index: Nifty Money
Market Index B-1
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RISKOMETER

Potential Risk Class (HSBC Money Market Fund)

Credit Risk —
Interest Rate Risk |

Relatively Low {Class )
Meoderate (Class Il)
Relatively High (Class Ill)

Relatively Low (Class A) Moderate (Class B)

Relatively High (Class C)

A Scheme with Relatively Low interest rate risk and Moderate credit risk.
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HSBC Low Duration Fund {Erstwhila L&T Low Duration Fund)

Low Duration Fund - An open ende
Macaulay duration ofthe portfoliois
Duration please referto SID under the
risk and moderat dlit risk:

s duration debt scheme investing in instruments such that the Benchmark Index: NIFTY Low
een 6 monthsto 12 months (for details on Macaulay's Duration Debt Index B-1
ction “Asset Allocation Pattern™). A relatively low interest rate

This product is suitable for investors who are seeking":

* Liquidity over shortterm
* [nvestment in Debt / Money Market Instruments such that the Macaulay® duration ofthe portfolio is
between & monthsto 12 months
Investors understand that their RISKOMETER
principal will be at Low to Moderate westnrs should consull their fir advisers if indoubt about whether the product is suitable for them.
risk ay duration is the w urity of the cash flows from a bond, The weight of each cash
neel by dlividing the pre s by the price.

RISKOMETER
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Note on Risk-o-meters: Riskometer is as on 31 July 2023, Any change in risk-o-meter
shall be communicated by way of Notice cum Addendum and by way of an e-mail or
SMS to unitholders of that particular scheme

Potential Risk Class (HSBC Low Duration Fund)

Credit Risk —
Interest Rate Risk |
Relatively Low (Class I) B-l
Moderate (Class Il)
Relatively High (Class Ill)
A Scheme with Relatively Low interest rate risk and Moderate credit risk.

Relatively Low (Class A) Moderate (Class B) Relatively High {Class C)

Source: Bloomberg, Data as on 31 July 2023 if not given otherwise

Disclaimer

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 2023, 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. investor.line@mutualfunds.hsbc.co.in | Website: www.assetmanagement.hsbc.co.in
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