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View Comments

Risk budget 1

Pricing in many markets now  discounts a sw oosh style recovery. Based on our analysis, that seems like a reasonable baseline scenario. And it 

means that w e don’t have a big quarrel w ith market pricing at this point. 

Global grow th p

A "sw oosh" recovery is our baseline scenario. Although the capital market line has f lattened, risky assets remain attractive. Key questions 

remain: How  fast w ill the macro recovery be? How  w ill it be impacted by political and economic uncertainties?

Duration q

Economic policy is not about rate cuts and QE anymore. That impacts the bond-equity correlation and could reduce the diversif ication properties 

of global bonds, at a time w here they are more expensive and riskier than before

Emerging Markets 1

Emerging economies have limited capacity to f ight the current health and economic crisis. But not all countries are created equally. We believe 

investors should look for "EM fortresses" that can be resilient versus market/macro/virus uncertainties. The bright spot is North Asia

US q

Valuations on Treasuries are relativelly attractive versus other govvies. Forw ard guidance, average inflation targeting point to "low er for ever" 

interest rates, anchored bond yields and low  volatility. But prospective returns are very low . 

Europe q

Prospective returns are negative and diversif ication benefits limited for core European bonds - as the covid crisis has show n. There is no clear 

reason w hy investors should ow n core euro bonds vs other govvies. Prefer Euro periphery bonds in context of recovery/policy progress

Index-linked bonds 1

Inflation is expected to be low . How ever, inflation risks are neglected by investors. Market pricing of inflation-linked bonds seem to offer a good 

entry point despite subdued inflation in the coming years. We prefer US TIPS to nominal bonds

Local currency EM bonds p

Prospective returns for local EM debt are high, but most of it comes from cheap currencies w hile bond yields are reaching historical low s. Crucial 

to monitor recovery and virus trends - a "sudden stop" of capital f low s and economic challenges could limit upside from asset class

Global IG 1

Spreads have come dow n materially over the last couple of months. Meanw hile, index duration remains high and duration risk is not rew arded by 

the market. Overall, prospective returns have become unattractive

Global HY p

Default rates are set to remain high, linked to the uncertainty and stress from the crisis. But valuations still look reasonable. Income return remains 

attractive vs the opportunity set

Asia HY p

Asia HY can benefit from Chinese policy support and an emerging V-shaped recovery in Asia. Default rates should remain low  and spreads look 

attractive relative to other global opportunities

Hard Currency EM bonds 1

The current environment is tricky for EMs. Many have limited policy space and w eak healthcare systems. Defaults are likely to increase. 

How ever, prospective returns reflect these higher risks

US p

US equities have lead the rally mainly due to tech and quality exposure. How ever, there are early signs that a rapid recovery is beginning to be 

priced-in. For us, this means that the hurdle for positive surprises is higher than before

Europe p

European equities are set to benefit from policy progress and a reach-for-beta in markets as the "sw oosh recovery" continues. Potential dollar 

w eakness supports the return profile of international equities

Japan 1

Japanese equities remain attractively priced (high equity risk premia), but w e retain some caution connected to the ability of investors to unlock 

that value potential at present due to headw inds around grow th, trade, policy, and the virus

Asia (ex Japan) p

North Asia is "f irst-in-f irst-out" of the crisis and continues to benefit from a V-shaped recovery in China. Valuations are reasonable and a Tech 

sector bias remains favourable. Important to monitor that short-term market action does not run too far ahead of fundamentals.

EM ex Asia q

Valuations have improved but are not anomalous. A global recession, limited policy space, and w eak health systems make many EM economies 

vulnerable. Being selective remains key. We prefer North Asia

US dollar q An easy Fed, bigger deficits, and an expensive dollar versus majors imply a slightly w eaker USD profile as the "sw oosh recovery" progresses

Private Markets p A sw oosh recovery and low  bond yields should support the overall environment for private markets going-forw ard

Hedge Funds p

Hedge Funds can offer attractive diversif ication in an environment w here investors can no longer rely on traditional safety asset classes (e.g. 

Trend and Multi-Strategy)

Commodities p

Gold has had an impressive rally and could be more range-bound in Q4, but the macro environment of "low er for even longer" remains very 

favourable for gold and other commodities. Copper and other industrial commodities could benefit from continuation of "sw oosh recovery". 

A
lt

er
n

at
iv

es
 

Asset Class

B
o

n
d

s
C

re
d

it
s

E
q

u
it

ie
s

M
ac

ro
 f

ac
to

rs





4

-80%

-60%

-40%

-20%

0%

20%

40%

60% Peak YTD Trough YTD Year to date

USD Total Returns

Government

Bonds

Corporate

Bonds

EM Debt Equity Commodities and USD Alternatives Global Equity Styles (Long Only)



5

-15.0%

-10.0%

-5.0%

0.0%

5.0%

10.0%

March/April May/June July/August Sep MTD March/April May/June July/August Sep MTD March/April May/June July/August Sep MTD

Regions Sectors Styles



6

0

5

10

15

20

25

30

35

40

45

50

Jul-15 Jan-16 Jul-16 Jan-17 Jul-17 Jan-18 Jul-18 Jan-19 Jul-19 Jan-20 Jul-20

SPX ex FAAMNG FAAMNG onlyP/E
P/E = 47

P/E = 24



7
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yields 
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Real yields at 
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Reserve money growth (seasonally-adjusted figures)

Broad money supply growth
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• Chart shows our proprietary estimates of medium excess return over cash (in USD terms) for a 
range of traditional and alternative asset classes (over 300 asset classes in total)

• Model is based on macro fundamentals, market prices and the present value relationship
• Asset classes with the highest prospective risk-adjusted returns are shown in the top part of the 

funnel
• Asset classes with lower (negative) prospective excess returns are at the bottom of the funnel
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For Professional Clients and intermediaries within countries and territories set out below; and for Institutional Investors and Financial Advisors in Canada and the US. This document should not 

be distributed to or relied upon by Retail clients/investors.

The value of investments and the income from them can go down as well as up and investors may not get back the amount originally invested. The capital invested in the fund can increase or 

decrease and is not guaranteed. The performance figures contained in this document relate to past performance, which should not be seen as an indication of future returns. Future returns will 

depend, inter alia, on market conditions, fund manager’s skill, fund 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. Mutual fund investments are subject to market risks, read all scheme 

related documents carefully. 

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 Global 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 Global 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. 

All data from HSBC Global Asset Management unless otherwise specified. Any third party information has been obtained from sources we believe to be reliable, but which we have not independently verified.

HSBC Global Asset Management is a group of companies in many countries and territories throughout the world that are engaged in investment advisory and fund management activities, which are ultimately 

owned by HSBC Holdings Plc. (HSBC Group). HSBC Global Asset Management is the brand name for the asset management business of HSBC Group. The above communication is distributed by the following 

entities:  

 In Argentina by HSBC Global Asset Management Argentina S.A., Sociedad Gerente de Fondos Comunes de Inversión, Agente de administración de productos de inversión colectiva de FCI N°1;

 In Australia, this document is issued by HSBC Bank Australia Limited ABN 48 006 434 162, AFSL 232595, for HSBC Global Asset Management (Hong Kong) Limited ARBN 132 834 149 and HSBC 

Global Asset Management (UK) Limited ARBN 633 929 718. This document is for institutional investors only, and is not available for distribution to retail clients (as defined under the Corporations Act). 

HSBC Global Asset Management (Hong Kong) Limited and HSBC Global Asset Management (UK) Limited are exempt from the requirement to hold an Australian financial services license under the 

Corporations Act in respect of the financial services they provide. HSBC Global Asset Management (Hong Kong) Limited is regulated by the Securities and Futures Commission of Hong Kong under the 

Hong Kong laws, which differ from Australian laws. HSBC Global Asset Management (UK) Limited is regulated by the Financial Conduct Authority of the United Kingdom and, for the avoidance of doubt, 

includes the Financial Services Authority of the United Kingdom as it was previously known before 1 April 2013, under the laws of the United Kingdom, which differ from Australian laws; 

 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 Monetary Authority; 

 in Canada by HSBC Global Asset Management (Canada) Limited which provides its services as a dealer in all provinces of Canada except Prince Edward Island and also provides services in Northwest 

Territories. HSBC Global Asset Management (Canada) Limited provides its services as an advisor in all provinces of Canada except Prince Edward Island; 

 in Chile: Operations by HSBC's headquarters or other offices of this bank located abroad are not subject to Chilean inspections or regulations and are not covered by warranty of the Chilean state. 

Further information may be obtained about the state guarantee to deposits at your bank or on www.sbif.cl; 
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 in Colombia: HSBC Bank USA NA has an authorized representative by the Superintendencia Financiera de Colombia (SFC) whereby its activities conform to the General Legal Financial System. SFC 

has not reviewed the information provided to the investor. This document is for the exclusive use of institutional investors in Colombia and is not for public distribution;

 in Finland, Norway, Denmark and Sweden by HSBC Global Asset Management (France), a Portfolio Management Company authorised by the French regulatory authority AMF (no. GP99026) and 

through the Stockholm branch of HSBC Global Asset Management (France), regulated by the Swedish Financial Supervisory Authority (Finansinspektionen); 

 in France, Belgium, Netherlands, Luxembourg, Portugal, Greece by HSBC Global Asset Management (France), a Portfolio Management Company authorised by the French regulatory authority AMF 

(no. GP99026);  

 in Germany by HSBC Global Asset Management (Deutschland) GmbH which is regulated by BaFin (German clients) respective by the Austrian Financial Market Supervision FMA (Austrian clients);

 in Hong Kong by HSBC Global Asset Management (Hong Kong) Limited, which is regulated by the Securities and Futures Commission; 

 in India by HSBC Asset Management (India) Pvt Ltd. which is regulated by the Securities and Exchange Board of India; 

 In Ireland, the materials are distributed by HSBC France, Dublin Branch. HSBC France, Dublin Branch is registered in Ireland by HSBC France, which is directly supervised by the European Central 

Bank (ECB), under the Single Supervisory Mechanism (SSM), and regulated by the French Prudential Supervisory and Resolution Authority (Autorité de contrôle prudentiel et de résolution – ACPR)) 

and the French Markets Authority (The Autorité des marchés financiers (AMF)). HSBC France, Dublin Branch is regulated by the Central Bank of Ireland for conduct of business rules;

 In Israel, HSBC Bank plc (Israel Branch) is regulated by the Bank of Israel. This document is only directed in Israel to qualified investors (under the Investment advice, Investment marketing and 

Investment portfolio management law-1995) of the Israeli Branch of HBEU for their own use only and is not intended for distribution;

 in Italy and Spain by HSBC Global Asset Management (France), a Portfolio Management Company authorised by the French regulatory authority AMF (no. GP99026) and through the Italian and 

Spanish branches of HSBC Global Asset Management (France), regulated respectively by Banca d’Italia and Commissione Nazionale per le Società e la Borsa (Consob) in Italy, and the Comisión

Nacional del Mercado de Valores (CNMV) in Spain; 

 in Mexico by HSBC Global Asset Management (Mexico), SA de CV, Sociedad Operadora de Fondos de Inversión, Grupo Financiero HSBC which is regulated by Comisión Nacional Bancaria y de 

Valores; 

 in the United Arab Emirates, Qatar, Bahrain & Kuwait by HSBC Bank Middle East Limited which are regulated by relevant local Central Banks for the purpose of this promotion and lead regulated by the 

Dubai Financial Services Authority. 

 in Oman by HSBC Bank Oman S.A.O.G regulated by Central Bank of Oman and Capital Market Authority of Oman; 

 in Peru: HSBC Bank USA NA has an authorized representative by the Superintendencia de Banca y Seguros in Perú whereby its activities conform to the General Legal Financial System - Law No. 

26702. Funds have not been registered before the Superintendencia del Mercado de Valores (SMV) and are being placed by means of a private offer. SMV has not reviewed the information provided to 

the investor. This document is for the exclusive use of institutional investors in Perú and is not for public distribution;

 in Singapore by HSBC Global Asset Management (Singapore) Limited, which is regulated by the Monetary Authority of Singapore;

 in Switzerland by HSBC Global Asset Management (Switzerland) AG whose activities are regulated in Switzerland and which activities are, where applicable, duly authorised by the Swiss Financial 

Market Supervisory Authority. Intended exclusively towards qualified investors in the meaning of Art. 10 para 3, 3bis and 3ter of the Federal Collective Investment Schemes Act (CISA); 

 in Taiwan by HSBC Global Asset Management (Taiwan) Limited which is regulated by the Financial Supervisory Commission R.O.C. (Taiwan); 

 in the UK by HSBC Global Asset Management (UK) Limited, which is authorised and regulated by the Financial Conduct Authority; 

 and in the US by HSBC Global Asset Management (USA) Inc. which is an investment adviser registered with the US Securities and Exchange Commission. 

 

Copyright © HSBC Global Asset Management Limited 2020. All rights reserved.  No part of this publication may be reproduced, stored in a retrieval system, or transmitted, on any form 

or by any means, electronic, mechanical, photocopying, recording, or otherwise, without the prior written permission of HSBC Global Asset Management Limited.
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This document has been prepared by HSBC Asset Management (India) Private Limited (HSBC) for information purposes only and 

should not be construed as i) an offer or recommendation to buy or sell securities, commodities, currencies or other investments referred 

to herein; or ii) an offer to sell or a solicitation or an offer for purchase of any of the funds of HSBC Mutual Fund; or iii) an investment 

research or investment advice. 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 personal and independent advice regarding the 

appropriateness of investing in any of the funds, securities, other investment or investment strategies that may have been discussed or 

referred herein and should understand that the views regarding future prospects may or may not be realized. In no event shall HSBC 

Mutual Fund/HSBC Asset management (India) Private Limited and / or its affiliates or any of their directors, trustees, officers and 

employees be liable for any direct, indirect, special, incidental or consequential damages arising out of the use of information / opinion 

herein.

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.

© Copyright. HSBC Asset Management (India) Private Limited 2020, ALL RIGHTS RESERVED.

HSBC Asset Management (India) Private Limited, 16, V.N. Road, Fort, Mumbai-400001 

Email: hsbcmf@camsonline.com | Website: www.assetmanagement.hsbc.com/in

Mutual fund investments are subject to market risks, read all scheme related documents carefully.
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This document has been prepared by HSBC Asset Management (India) Private Limited (HSBC) for information purposes only and 

should not be construed as i) an offer or recommendation to buy or sell securities, commodities, currencies or other investments referred 

to herein; or ii) an offer to sell or a solicitation or an offer for purchase of any of the funds of HSBC Mutual Fund; or iii) an investment 

research or investment advice. 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 personal and independent advice regarding the 

appropriateness of investing in any of the funds, securities, other investment or investment strategies that may have been discussed or 

referred herein and should understand that the views regarding future prospects may or may not be realized. In no event shall HSBC 

Mutual Fund/HSBC Asset management (India) Private Limited and / or its affiliates or any of their directors, trustees, officers and 

employees be liable for any direct, indirect, special, incidental or consequential damages arising out of the use of information / opinion 

herein.

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.

© Copyright. HSBC Asset Management (India) Private Limited 2020, ALL RIGHTS RESERVED.
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