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Strategic global themes 

Any forecast, projection or target where provided is indicative only and is not guaranteed in any way. HSBC accepts no liability for any failure to meet such 

forecasts, projections or targets. For illustrative purposes only.

With these investment themes in mind, how could investors benefit from an 

allocation to Asia? 

Growth

Global economic growth is expected to 

continue

 Global growth has moderated, with 

global GDP forecast to grow at 3.7% in 

2018

 The macro backdrop for emerging 

economies has worsened in 2018, but 

many Asian economies remain resilient

 A consumption boom is powering growth, 

helped by an expanding middle class 

population, a majority of which is coming 

from Asia

Interest rates

Interest rates are rising at a gradual and 

careful pace

 The US Fed is continuing to hike rates. 

With inflation momentum the highest in 

the US as compared to other developed 

economies, divergent monetary policy 

trends are likely to persist until the boost 

to growth from the fiscal stimulus fades

 China is balancing policy to reduce debt 

while still seeking to support growth and 

stability, while many other emerging 

markets do not need to raise interest 

rates yet

Earnings

Global earnings growth

 Earnings growth in 2018 remains strong, 

particularly in developed markets. Asian 

equity markets are also registering 

double digit earnings growth in the low to 

mid-teens range

 The EPS growth forecast for the Asia ex 

Japan region remains a healthy 13% for 

2018 and 11% for 2019

Volatility

Potential for increased asset price 

volatility

 Financial markets have experienced 

heightened levels of volatility in 2018, 

with developments on US-China trade 

tensions emerging as a key factor 

impacting market sentiment

 Market outlook may be susceptible to 

policy shifts as various economic and 

political market events come into focus

For Professional Investors only.  Not for further distribution. 

Non contractual document.



4

Asia: Rising global influence

Recent market developments

For Professional Investors only.  Not for further distribution. 

Non contractual document.

Source: Bloomberg, Barclays Point, data as of 30 September 2018

Asian equity: Ongoing developments in index inclusion

Asian bonds: Set for a significant increase in index weighting

With Morgan Stanley estimating that Asia is set to overtake North America as the world’s largest equity market 

(measured by market cap) within 10 years, it is not surprising that key index providers are making moves to better 

represent of Asian markets in its global indices. Over the last two decades, MSCI has been adding or increasing 

the weighting of Asian markets in widely tracked indices including MSCI AC World Index and MSCI EM Index. The 

China A-share inclusion is an ongoing development and can be expected to undergo a multi-year inclusion 

process, with the Taiwan and Korea inclusion cases in prior years as precedent. While the 5% partial inclusion of 

China-A shares into MSCI indices was just completed in early September, soon after, MSCI launched a 

consultation proposal to potentially bump up the inclusion factor for China A-shares to 20% by August 2019.

The Bloomberg Barclays Global Aggregate Index will be including onshore Chinese bonds in a 20-month process 

to be completed by November 2020, a move which is expected to bring in USD140bn to the market. In addition to 

this development, the Bloomberg Barclays Global Aggregate Index has also added Indonesia beginning from June 

2018. 

Key equity and bond index providers have been increasing the index weighting of Asian markets in widely tracked 

global indices, particularly due to the positive developments in the region, including the gradual liberalisation of 

onshore Chinese assets, increasing financial inclusion, and the overall improvement in market infrastructure. Asian 

assets may continue to benefit from index inclusion actions in the coming years as market accessibility and asset 

quality in the region improve. Given the backdrop of attractive fundamentals and favourable economic growth in 

Asia, index benchmarked or following investors will find it challenging to disregard the growing presence of Asia in 

their portfolios.

0% 1% 2% 3% 4% 5% 6% 7% 8% 9% 10%

April 2018

June 2018

Current

November 2020
(pro-forma)

MSCI index inclusion for Asian markets

Asia’s index weighting in Bloomberg Barclays Global Aggregate Index

Any forecast, projection or target where provided is indicative only and is not guaranteed in any way. HSBC accepts no liability for any failure to meet such 

forecasts, projections or targets. For illustrative purposes only.

Period MSCI action on China A-shares

June 2018

(implemented)

Phase 1 of 5% partial inclusion of 

China A-shares

September 2018

(implemented)

Phase 2 of 5% partial inclusion of 

China A-shares

By August 2019

(under consultation)

Consultation to increase China A-

shares inclusion factor to 20%

By May 2020 

(under consultation)

Consultation to add China mid-cap A-

shares with 20% inclusion factor

Market
Inclusion 

period

Inclusion 

factor

China A-shares 2018 - ? 5%

Taiwan 1996–2002 100%

Korea 1992–1998 100%

Indonesia 1997 100%

China (HK listed) 1996 100%

India 1994 100%

Source: MSCI, data as of September 2018
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…yet Asia remains under-represented

Asia ex Japan economies are already contributing to well over half of the world’s economic growth. Despite recent 

market developments and increased inclusion of Chinese equities and bonds in global indices, Asia’s capital 

markets remain grossly underrepresented. In the equity space, Asia ex Japan accounts for close to a quarter of the 

global market capitalisation but has only a 9.7% representation in MSCI’s global equity index. Similarly, bonds 

outstanding in the Asia ex Japan region account for approximately 20% of the total bond market size globally, yet 

only make up 4% of the global bond index. 

Notes: 

1. Source: IMF. GDP data is based on purchasing power parity (PPP) share of world total as of October 2018

2. ADB, as of December 2017

3. Bloomberg, MSCI, as of 30 September 2018. Index representation refers to MSCI All-Country World Index and constituents within 

4. Bloomberg, Barclays, as of 30 September 2018. Index representation refers to Barclays Global Aggregate Index and constituents within

Any forecast, projection or target where provided is indicative only and is not guaranteed in any way. HSBC accepts no liability for any failure to meet such 

forecasts, projections or targets. For illustrative purposes only.
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…and its contribution to global growth is 

already at 60%2

Asia ex Japan’s makeup of the world’s 

GDP is rising…1

Equity: Market size versus index representation3 Bonds: Market size versus index representation4

Asia ex Japan GDP as % of world Contribution to global growth in 2017

Yet Asia ex Japan remains under-

represented in equity indices  …and under-represented in bond indices

When capital markets in Asia, including China A-

shares, go mainstream, the gap will likely narrow

There is potential for increase in index weight of Asian bonds, 

as seen by recent announcement by Bloomberg Barclays to 

add onshore Chinese bonds starting in April 2019
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Allocating to Asia: The world’s growth engine

 The global economy is expected to continue expanding, with 3.7% growth estimated for 2018.  Asia continues 

to deliver a higher GDP growth when compared with other regions in the world

 Asia’s economic development has given rise to a sizeable middle class population, which in turn is contributing 

to growth in “new economy” sectors such as consumption, healthcare and technology

Asia continues to drive the global economy

Asia GDP growth outpaces the rest of 

the world
Asia will dominate global middle class

GDP growth y-o-y Breakdown of the world’s next billion middle class entrants

0.0
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2017 2018F

Asia Pacific will account for 

86.7% of the next billion people 

to enter the middle class

Source: Bloomberg, data as of 30 September 2018 Source: Brookings, as of July 2017 

Any forecast, projection or target where provided is indicative only and is not guaranteed in any way. HSBC accepts no liability for any failure to meet such 

forecasts, projections or targets. For illustrative purposes only.

Asia – Increased global spending power

 Online population in Asia has grown at an average of 25% in the 

past 5 years and currently accounts for nearly 50% of internet users 

globally, compared to 10% in 1993. This pace of growth is 

sustainable as Asia’s internet penetration is only at 41%, and as 

Asia has a much younger population than developed markets

 The combination of rising income and technological innovation will 

spur spending. For example, the digital payments market in China is 

50 times the size of the US, making China the largest e-commerce 

market in the world (USD752bn in China vs. USD395bn in US) 

 Consumption demand beyond the virtual world is also expected to 

expand. In tourism, for instance, annual travel expenditure from Asia 

is expected to triple in the next decade to nearly USD4 trillion in 

2027, which will account for 40% of global travel spending

 All these trends point to Asia as the key force driving global 

consumption growth

billion internet users

Online growth potential in Asia is huge

Internet penetration
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Allocating to Asia: The search for income and yields

 Asia continues to offer attractive relative value compared with the rest of the world, and investors can benefit 

from a pick-up in yields

 Asian bonds are less vulnerable to US interest rate hikes given their short maturity profile, while strong 

corporate fundamentals means that tighter credit spreads can help partially offset the rise in yields

 Careful balance sheet management, improvement in corporate governance and focus on shareholder returns 

are important factors supporting the attractive dividend payout of Asian companies

How an allocation to Asia can boost income and yields, in a rising rate environment

Dividends are a significant piece of long-

term total shareholder return in Asia

Asian bonds offer higher yields vs global 

counterparts
Total return (price + dividends) since 2000 (%, yields)

Source: Bloomberg, data as of 30 September 2018

Source: Bloomberg, MSCI, HSBC Global Asset Management, data between 31 

December 1999 through 30 September 2018. Regions are represented by 

respective MSCI indices

Asian Equities for income

 Good source of income: Dividends account for 
a significant portion of long-term shareholder 
return for Asian equities

 Key fundamentals supportive: Strong balance 
sheet management, increasing free cash flow, 
improving corporate governance and focus on 
shareholder returns are supportive of rising 
dividend yields and payout ratios

 Resilient in rate hike cycle: Even as rates 
continue to climb higher, a number of Asian 
companies are seen offering sustainable 
dividends, making a strong case for bottom-up 
stock selection

 Favorable backdrop: Asia has been growing at 
a faster pace than its developed market peers, 
enabling companies to ride on that growth to 
generate greater earnings and cash flow

Asian Fixed Income for yields

 Attractive yields: Asian fixed income offers 
attractive and higher yields compared to other 
markets such as Europe and US

 Discounted valuations: Spreads are tight in 
absolute terms but relative valuation becomes 
increasingly attractive compared to global peers

 Home-bias, sticky money: Around 80% of 
Asia’s new issuance is taken up by Asian 
investors. This means that Asia credit may be less 
susceptible to global capital flows which can have a 
profound influence on some other emerging 
markets in times of stress

 Short maturity, greater resilience: The greater 
resilience in Asian credit compared to global 
peers is primarily attributed to their short 
maturity profile, which makes them less 
vulnerable to US Treasury movements

Investment involves risk. Past performance is not indicative of future performance. 

Any forecast, projection or target where provided is indicative only and is not guaranteed in any way. HSBC accepts no liability for any failure to meet such 

forecasts, projections or targets. For illustrative purposes only. 
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Allocating to Asia: Two-way volatility

Investment involves risk. Past performance is not indicative of future performance. 

Any forecast, projection or target where provided is indicative only and is not guaranteed in any way. HSBC accepts no liability for any failure to meet such 

forecasts, projections or targets. For illustrative purposes only. 

Higher risk, higher reward

 While Asia continues to outpace developed 

markets in terms of growth, the region is more 

volatile than its peers due to many reasons, such 

as greater reliance on exports, lower market 

liquidity, inefficient financial infrastructure and 

potential for policy missteps. But such volatility 

also gives rise to more frequent mispricing 

opportunities 

Resilient against shocks

 Although Asian assets may suffer greater losses 

than developed markets in times of market crises, 

their subsequent recovery and rally can be both 

faster and longer lasting, allowing them to 

eventually outperform their developed 

counterparts over the longer term

 Mitigating factors, such as the ones listed below, 

may lower the region’s volatility in future

Asia is more self-sufficient today

 Compared to developed markets, Asia’s external 

debt levels are much more manageable

 Asian governments have stronger balance sheets 

and international reserves to buffer rising yields

 After dipping into negative territory during the 

Asian financial crisis, current account balances in 

Asia have recovered since and are fairly robust 

today

Asia buys Asia

 The shift in wealth from physical assets to 

financial assets, limitations on investing overseas 

and an inherent home-bias have driven Asian 

investors to invest domestically

 Domestic investors tend to be sticky and are less 

likely to pull their money out of Asia in a risk-off 

scenario

Source: HSBC Global Asset Management, as of September 2018

Note: Equity markets are represented by MSCI indices and bond markets 

are represented by JP Morgan and Bloomberg Barclays indices. Source: 

Bloomberg, data as of 30 September 2018

Source: Bloomberg, World Bank, data as of September 2018

Asian assets excerpt greater volatility but offer 

higher returns
Strong recovery after major market downturns

Expected return in USD
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Source: JPMorgan, data as of September 2018
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Asia’s macro parameters:

An improving trend

Note: CN = China; HK = Hong Kong; IN = India; ID = Indonesia; KR = Korea; MY = Malaysia; PK = Pakistan; PH = Philippines; SG = Singapore; LK = Sri Lanka; 

TW = Taiwan; TH = Thailand.

Source: Bloomberg, CEIC, HSBC Global Asset Management, as of September 2018 

Relatively favourable key macro stability parameters

 The USD has strengthened against nearly all EM currencies in 2018 amidst prolonged geopolitical tensions, 

balance sheet normalisation and fiscal stimulus in the US

 Currencies from countries with weaker external profiles, especially those with twin deficits, are particularly 

vulnerable in such an environment

 Most EM currencies have depreciated against the USD YTD2018, but some EM Asian currencies have shown 

resilience

 FX reserve positions and current account balances of most Asian countries are much better today than they 

were during the taper tantrum in 2013; this means that these countries have more of a buffer against external 

shocks now

For Professional Investors only.  Not for further distribution. 

Non contractual document.

FX reserves: import cover Current account balance % GDP
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Investment involves risk. Past performance is not indicative of future performance. 

Any forecast, projection or target where provided is indicative only and is not guaranteed in any way. HSBC accepts no liability for any failure to meet such 

forecasts, projections or targets. For illustrative purposes only. 
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Focus on fundamentals: Asian equities

Free cash flow and dividends

 Healthier balance sheets amongst Asian 

companies have improved the potential for higher 

dividend payments and share buybacks, a 

positive trend over the past few years
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The rise of ROEs and profitability

 Asian equities are seeing a recovery in return-on-

equity (ROE), after having hit a low in 2016. 

Declining profit margins contributed to the 

downward path of ROE between 2013 and 2016 

 A number of important factors are driving the 

current recovery in ROE, including higher profit 

margins and industry consolidation 

 ROE of Asia Pacific ex Japan is currently at 

12.2%. The improvement in ROE is broad-based, 

with China, Australia, India, Korea, Malaysia and 

other markets experiencing an increase in ROE

 An ongoing improvement in ROE points to higher 

valuations in the years ahead
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Source: MSCI, Bloomberg as of September 2018

Attractive valuations 

 The Asia Pacific ex Japan equity market trades at 

a significant discount to other global markets. On 

price-to-book terms, the discount is currently 36% 

versus developed markets; this current discount is 

larger than the long-term average discount (since 

1996) of 23%

Healthy balance sheets

 Balance sheets amongst corporates in Asia have 

been improving on the back of rising margins and 

better cash flows

 Net debt to equity has fallen in markets across the 

region, helped by more disciplined capex

spending and improved balance sheet 

management
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Current discount = 36%

Average discount = 23%

Asia Pacific ex Japan

Any forecast, projection or target where provided is indicative only and is not guaranteed in any way. HSBC accepts no liability for any failure to meet such 

forecasts, projections or targets. For illustrative purposes only.
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Ongoing improvement in ROE

ROE (%) of Asia Pacific ex Japan

Improving balance sheet management

Asia Pacific ex Japan trades at attractive 

valuations and at discount to developed markets Increasing dividends over the years

Price-to-book Dividend per share of Asia Pacific ex Japan (USD)
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Focus on fundamentals: Asian fixed income

2018 Asia high-yield bond defaults

 Defaults seen in 2018 are not systemic in nature 

 The biggest contributions to 2018 YTD default rate and 

forecast came from just two large issuers

 With supportive measures from Chinese authorities 

and broadly favourable fundamentals forming the 

backdrop, we do not expect a significant up-tick in the 

current forecast and believe valuations already reflect 

the default expectations

Demand / supply dynamics improved amidst  

solid fundamentals

 Supply of Asian credit has slowed amidst higher 

funding costs and weakened investor sentiment

 Despite an overall slowdown in issuance, Asia remains 

the most active issuing region within the EM universe. 

This should help alleviate concerns over refinancing 

risk in the region

Source: JP Morgan, HSBC Global Asset Management as of July 2018

Asian IG credit performance remains resilient

 Higher US treasury yields was a key driver of returns in 

1Q, when US IG credit was hurt the most due to its 

longer duration

 External risk factors including US-China trade tensions 

and emerging market turmoil began to weigh on global 

sentiment in 2Q

Corporate fundamentals remain intact with 

ample liquidity

 Overall leverage has decreased while interest 

coverage continues to improve.  Rating trend has 

turned positive since 4Q17

 This should increase Asian issuers’ repayment 

capabilities even during times of heightened market 

volatility in the funding market

Source: Bloomberg as of 28 September 2018

Source: JP Morgan, HSBC Global Asset Management as of September 

2018

Investment involves risks.  Past performance is not indicative of future performance.  For illustrative purpose only and does not constitute investment advice.

Any forecast, projection or target where provided is indicative only and is not guaranteed in any way. HSBC accepts no liability for any failure to meet such 

forecasts, projections or targets. For illustrative purposes only.
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2018YTD EM corporate external net supply

USD Billion

YTD IG credit market performance remains 

resilient
Cumulative returns rebased at 100
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Source: JP Morgan, Bloomberg as of September 2018
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Asia: Diversified 

…and to diversify

 No single asset class can outperform consistently in 

the long term. A concentrated portfolio is exposed 

to large downside risk at some point

 Unlike developed markets, by investing in Asia, 

investors are investing in a basket of currencies 

and countries with different economic factors and 

business dynamics

 Asian markets are a combination of developing and 

developed economies, and therefore are generally 

less volatile than other emerging market assets and 

could potentially serve as a better diversifier

 Asia as a region is heterogeneous in nature and 

offers inherent diversification 

 Asia also exhibits imperfect correlation with the rest 

of the world and can therefore provide tangible 

diversification benefits to a global portfolio 

Asia complements a global portfolio Asian Multi-Asset for diversification

Correlation of Asia vs. the rest of the world (3 years) 

Bonds

Asian 

IG

Asian 

HY

EM 

IG

EM 

HY

Global 

IG

Global 

HY

Asian IG 1.00

Asian HY 0.74 1.00

EM IG 0.11 0.12 1.00

EM HY 0.32 0.47 0.78 1.00

Global IG 0.37 0.43 0.45 0.59 1.00

Global HY 0.36 0.40 0.42 0.52 0.74 1.00

Investment involves risk. Past performance is not indicative of future performance. 

Any forecast, projection or target where provided is indicative only and is not guaranteed in any way. HSBC accepts no liability for any failure to meet such 

forecasts, projections or targets. For illustrative purposes only. 

Equities

Asia ex 

Japan China DM US Europe EM

Asia ex Japan 1.00

China 0.91 1.00

DM 0.44 0.46 1.00

US 0.25 0.32 0.92 1.00

Europe 0.40 0.37 0.62 0.46 1.00

EM 0.94 0.85 0.55 0.35 0.46 1.00

For Professional Investors only.  Not for further distribution. 

Non contractual document.12

Source: Bloomberg, as of October 2018. Correlation data calculated over 3 years. Bond correlation is calculated using indices from JP Morgan and BAML; Asian IG 

and Asian HY do not include Japan markets; correlation is calculated based on spreads. Equity correlation is calculated using MSCI local currency indices, based 

on monthly returns.
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Korea (Aa2/AA-)

GDP per capita: $32,046 

GDP growth: +2.7%

CPI: +1.5%

10yr rate: 2.44%

India (Baa2/BBB-)

GDP per capita: $2,016 

GDP growth: +7.3%

CPI: +4.7%

10yr rate: 8.08%

Singapore (Aaa/AAA)

GDP per capita: $61,230

GDP growth: +2.9%

CPI: +1.0%

10yr rate: 2.64%

Sri Lanka (B1/B+)

GDP per capita: $4,265

GDP growth: +3.7%

CPI: +4.8%

10yr rate: 11.30%

Malaysia (A3/A-)

GDP per capita: $10,703

GDP growth: +4.7%

CPI: +1.3%

10yr rate: 4.11%

Indonesia (Baa3/BBB)

GDP per capita: $3,788

GDP growth: +5.1%

CPI: +3.4%

10yr rate: 8.61%

Thailand (Baa1/BBB+)

GDP per capita: $7,084 

GDP growth: +4.6%

CPI: +0.9%

10yr rate: 2.87%

Philippines (Baa2/BBB)

GDP per capita: $3,099

GDP growth: +6.5%

CPI: +4.9%

10yr rate: 7.93%

China (A1/A+)

GDP per capita: $9,633

GDP growth: +6.6%

CPI: +2.2%

10yr rate: 3.63%

Hong Kong (Aa2/AA+)

GDP per capita: $48,231

GDP growth: +3.8%

CPI: +2.3%

10yr rate: 2.56%

One Asia, countless differences
 Asian economies are very diverse in their characteristics, which means different markets tend to perform 

differently. The offsetting nature of their performances means that returns of the region as a whole is generally 

more steady

Source: IMF, Bloomberg, as of October 2018. Real GDP growth and CPI pertain to 2018’s year-on-year figures, based on latest available actual figures or 

forecasts. 

Investment involves risk. Past performance is not indicative of future performance. 

Any forecast, projection or target where provided is indicative only and is not guaranteed in any way. HSBC accepts no liability for any failure to meet such 

forecasts, projections or targets. For illustrative purposes only. 

For Professional Investors only.  Not for further distribution. 

Non contractual document.

Taiwan (Aa3/AA-)

GDP per capita: $52,960 

GDP growth: +2.7%

CPI: +1.5%

10yr rate: 0.84%
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Canada

USA

Mexico

Argentina

Bermuda

UK

Sweden
Luxembourg

Jersey
France

Spain

Switzerland

Malta

Austria
Germany

Turkey

Saudi Arabia UAE
India

Singapore

Hong Kong
Taiwan

Japan

Australia

China2

HSBC Global Asset 

Management offices

83
Americas

investment 

professionals 344
EMEA

investment 

professionals 165
Asia-Pacific1

investment 

professionals 

Italy

Notes:

1. Asia-Pacific includes employees and assets of Hang Seng Bank, in which HSBC has a majority holding

2. HSBC Jintrust Fund Management company is a joint venture between HSBC Global Asset Management and Shanxi Trust Corporation Limited

Source: HSBC Global Asset Management as at 30 June 2018. Any differences are due to rounding. Cross-border and domestic assets by Legal Entity

HSBC Global Asset Management

Experience in managing Asian assets

Experienced investment 

teams with a strong track 

record dating back to 

1986 for Asian equities, 

and 1996 for Asian bonds

Strong global investment 

platform across 

geographies 

A robust investment 

process built on solid 

proprietary research

Embedded into the strong 

compliance and 

governance framework of 

the HSBC group

A well resourced, stable 

and award winning team

 USD468.3 billion AUMTotal  USD139.7 billion AUM
Asia-

Pacific1

Strong global investment platform and operations supports local investment teams

For Professional Investors only.  Not for further distribution. 

Non contractual document.
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HSBC Global Asset Management

Asian investment capabilities

Asian Equities

Regional

 Asia ex Japan Equity

 ASEAN Equity

 Asia Pacific ex Japan Volatility Focused

 Asia Pacific ex Japan Equity High Dividend

 Asia ex Japan Equity Smaller Companies

Single country

 Chinese equity

 Indian equity

 Hong Kong equity

 Taiwan equity

 Thailand equity

Asian Fixed Income

Pan Asian fixed income

 Asian credit (IG and HY)

 Asian currencies

Single currency fixed income

 RMB bonds

 Indian fixed income

 Indonesian fixed income

 HKD bonds

 SGD bonds

Asian Multi-Asset

Regional

 Asia Focused Series

Single country

 China Multi-Asset Income

Asian Liquidity

Single country

 Australia

 China

 Hong Kong

 India

 Taiwan

For Professional Investors only.  Not for further distribution. 

Non contractual document.
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Key Risks

The value of investments and any income from them can go down as well as up and investors 

may not get back the amount originally invested. 

 Exchange rate risk: Investing in assets denominated in a currency other than that of the investor’s 

own currency perspective exposes the value of the investment to exchange rate fluctuations

 Liquidity risk: Liquidity is a measure of how easily an investment can be converted to cash without a 

loss of capital and/or income in the process. The value of assets may be significantly impacted by 

liquidity risk during adverse market conditions

 Emerging market risk: Emerging economies typically exhibit higher levels of investment risk. Markets 

are not always well regulated or efficient and investments can be affected by reduced liquidity

 Derivative risk: The use of derivatives instruments can involve risks different from, and in certain 

cases greater than, the risks associated with more traditional assets. The value of derivative 

contracts is dependent upon the performance of underlying assets. A small movement in the value of 

the underlying assets can cause a large movement in the exposure and value of derivatives. Unlike 

exchange traded derivatives, over-the-counter (OTC) derivatives have credit and legal risk 

associated with the counterparty or the institution that facilitates the trade

 Operational risk: The main risks are related to systems and process failures. Investment processes 

are overseen by independent risk functions which are subject to independent audit and supervised 

by regulators

 Concentration risk: Funds with a narrow or concentrated investment strategy may experience higher 

risk and return fluctuations and lower liquidity than funds with a broader portfolio

 Interest rate risk: As interest rates rise debt securities will fall in value. The value of debt securities is 

inversely proportional to interest rate movements

 Derivative risk (leverage): The value of derivative contracts depends on the performance of an 

underlying asset. A small movement in the value of the underlying can cause a large movement in 

the value of the derivative. Over-the-counter (OTC) derivatives have credit risk associated with the 

counterparty or institution facilitating the trade. Investing in derivatives involves leverage (sometimes 

known as gearing). High degrees of leverage can present risks to sub-funds by magnifying the 

impact of asset price or rate movements

 Emerging market fixed income risk: Emerging economies typically exhibit higher levels of investment 

risk. Markets are not always well regulated or efficient and investments can be affected by reduced 

liquidity, a measure of how easily an investment can be converted to cash without a loss of capital, 

and a higher risk of debt securities failing to meet their repayment obligations, known as default

 High yield risk: Higher yielding debt securities characteristically bear greater credit risk than 

investment grade and/or government securities

 Contingent Convertible Security (CoCo) risk: Hybrid capital securities that absorb losses when the 

capital of the issuer falls below a certain level. Under certain circumstances CoCos can be converted 

into shares of the issuing company, potentially at a discounted price, or the principal amount 

invested may be lost

For Professional Investors only.  Not for further distribution. 

Non contractual document.
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Important Information

For Professional Investors only. Not for further distribution. 

Non contractual document.

For Professional Clients and intermediaries within countries 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. Past 

performance contained in this document is not a reliable indicator of future performance whilst any forecasts, projections and simulations contained 

herein should not be relied upon as an indication of future results. 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 with which they trade. These economies also have been and may 

continue to be affected adversely by economic conditions in the countries 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 Global Investment Strategy Unit 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.

We accept no responsibility for the accuracy and/or completeness of any third party information obtained from sources we believe to be reliable but which have not 

been independently verified.

Source: S&P IFCI India with official price levels calculated in local currency and USD.

Source: MSCI. The MSCI information may only be used for your internal use, may not be reproduced or redisseminated in any form and may not be used as basis 

for or a component of any financial instruments or products or indices. None of the MSCI information is intended to constitute investment advice or a 

recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such. Historical data and analysis should not be 

taken as an indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information is provided as an "as is" basis and the user of 

this information assumes the entire risk of any use made of this information. MSCI, each of its affiliates and each other person involved in or related to compiling, 

computing or creating any MSCI information (collectively 'the MSCI Parties') expressly disclaims all warranties (including, without limitation, all warranties of 

originality, accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a particular purpose) with respect to this information. Without 

limiting any of the foregoing, in no event shall any MSCI Party have any liability for any direct, indirect, special, incidental, punitive, consequential (including, without 

limitation, lost profits) or any other damages. (www.msci.com)

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 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 the UK by HSBC Global Asset Management (UK) Limited, which is 

authorised and regulated by the Financial Conduct Authority; in France 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; in 

Austria by HSBC Global Asset Management (Österreich) GmbH which is regulated by the Financial Market Supervision in Austria (FMA); in Switzerland by HSBC 

Global Asset Management (Switzerland) Ltd 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 Hong Kong by HSBC Global Asset Management (Hong Kong) Limited, which is regulated by the Securities and Futures 

Commission; in Canada by HSBC Global Asset Management (Canada) Limited which is registered in all provinces of Canada except Prince Edward Island; in 

Israel, this document is only directed 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 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 India by HSBC Asset Management 

(India) Pvt Ltd. which is regulated by the Securities and Exchange Board of India; in Australia, this document is issued by HSBC Global Asset Management 

(Australia), the sales and distribution arm of HSBC global funds for Australian investors and a division of HSBC Bank Australia Limited ABN 48 006 434 162, AFSL 

232595; 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 Taiwan by HSBC Global Asset Management (Taiwan) Limited which is regulated by the Financial Supervisory 

Commission R.O.C. (Taiwan); in Singapore by HSBC Global Asset Management (Singapore) Limited, which is regulated by the Monetary Authority of Singapore. 

HSBC Global Asset Management (Singapore) Limited is also an Exempt Financial Adviser and has been granted specific exemption under Regulation 36 of the 

Financial Advisers Regulation from complying with Sections 25 to 29, 32, 34 and 36 of the Financial Advisers Act, Chapter 110 of Singapore; and in the US by 

HSBC Global Asset Management (USA) Inc. which is an investment advisor registered with the US Securities and Exchange Commission. Unless and until HSBC 

Global Asset Management (USA) Inc. and you have entered into an investment management agreement, HSBC Global Asset Management (USA) Inc. is not 

undertaking to provide impartial investment advice, or to give advice in a fiduciary capacity, to you, or to any retirement account(s) for which you act as a fiduciary. 

INVESTMENT PRODUCTS: 

 Are not a deposit or other obligation of the bank or any of its affiliates; 

 Not FDIC insured or insured by any federal government agency of the United States; 

 Not guaranteed by the bank or any of its affiliates; and 

 Are subject to investment risk, including possible loss of principal invested.

Copyright © HSBC Global Asset Management (Hong Kong) Limited 2018. 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 (Hong Kong) Limited.
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