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Introduction from our Chief Investment Officer

Within periods of higher inflation, the performance 
of stocks and bonds tends to become more closely 
correlated. This is one of many reasons why we think 
alternatives will be particularly useful in diversifying 
portfolios going forward. Alternatives can also offer a 
direct path to investing in the net zero transition. 

Recent steps offer promise that faster economic growth 
will not continue to come at a cost to our environment, 
and future. Both the public and private sectors have 
become far more ambitious in decarbonising. This creates 
new investment opportunities through the innovation 
that is occurring to rewire economies, both figuratively 
and literally. We hope to play a key role in mobilising 
investment to finance the needed transformation.

Social and governance criteria also continue to play 
a key role in how we choose to invest on behalf of 
our clients. Our focus is on delivering sustainable 
investment outcomes that are tangible and bring 
clarity to the ESG and impact terminology. Alongside 
this, we continue to take steps to ensure our people, 
our strongest asset, represent the society we serve. 
Diversity of thought supports better decision-making, 
and thus investment performance.

I wish all of our clients a happy and prosperous year ahead.

Xavier Baraton 
Chief Investment Officer

Welcome to our 2022 Outlook. I am pleased 
to share with you our latest views on the 
global economy and investment markets. 

We have titled our outlook ‘The Price of Success’. That 
success has been readily apparent amidst an economic 
recovery that is the fastest on record. Alongside this, we 
have seen equity markets reach new highs. The price tag 
for most assets stands high now. Unfortunately, this means 
lower expected returns from here, and likely more volatility 
should risks materialise that are not currently priced in. 

There is value to be found, such as in frontier market 
equities where the evolution of these economies 
offers a long term growth opportunity. Emerging 
market bonds stand out amidst the search for yield, 
particularly in Asia where spreads have increased 
substantially. But a strong credit research process is 
vital to assess issuer fundamentals.

As we’ve all experienced, the pace of economic 
recovery has also meant higher prices for much of what 
we consume. Various factors have coincided such as 
supply disruption, alongside robust consumption and 
companies boosting their capital expenditure during the 
expansion. While we continue to believe that today’s 
high inflation levels will gradually fall back, it does pose 
risks – particularly in some economies where inflation 
expectations are not so well anchored. Investors should 
be prepared. 
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”  Output for the G20 will 
fully-recover the pre-covid 
growth path by mid-2022.”
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These wins are tremendous news, but they come at 
a price. In 2022, investors face a pay-back period 
in terms of lower growth, higher inflation, greater 
uncertainties, more volatility, and reduced asset class 
expected returns. 

Macro and Investment Strategy Outlook
Second is the pace of recovery, which is the fastest 
on record. According to the OECD, output for G20 
countries will fully-recover its pre-covid growth path 
by mid-2022. That’s a stark contrast to the listless, 
austerity-restrained recovery in the 2010s, after the 
financial crisis. 

The third big success has been the bumper phase of 
returns in investment markets. Figure 1 shows the 
performance of a range of key asset classes over the 
last year. Returns in US stocks, commodities, and 
crypto-assets have been particularly strong, while 
fixed income and emerging market assets have lagged. 

Multiple wins

We have witnessed three major economic 
successes over the past 18 months. 

First is the policy response post-covid – the 
delivery of macro stimulus, innovation of 
the vaccines, and new environmental policy 
initiatives. 

Since 23 March 2020 covid low in global equities 2021 YTD
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Figure 1: market performance

Past performance is not a reliable indicator of future performance. Source: Bloomberg, HSBC Asset Management, November 2021. 
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Lower growth

The global macro system is now in the 
mid-cycle, what we have labelled as ‘the 
expansion economy’. Typically, that means 
we are past the peak of economic and profits 
growth, inflation picks up, and policy begins 
to normalise. The macro playbook points to 
a scenario akin to 1994, 2004, or 2011. 

Since the summer, we have experienced a trend of growth 
downgrades. In America, for example, GDP estimates for 
2021 have been lowered a full percentage point to 5.5 
per cent. In China, forecasts are down to eight per cent. 
Globally, however, corporate profits have been strong, and 
impressively resilient to decelerating macro growth.

Meanwhile, a prevailing combination of booming goods 
demand and hamstrung supply chains is set to continue 
as we head into 2022. Demand and supply imbalances, 
reinforced by gradual policy normalisation, will weigh 
on growth. For major economies, our scenario is that 
growth will be in a four to five per cent range – with the 
UK and China toward the top, and the US and Europe 
toward the bottom. In turn, that implies we should expect 
high single digit profits growth, even with rising costs 
pressurising margins. 

Being realistic about growth especially applies to China. Credit 
and regulatory tightening continues to depress economic 
activity. We expect a range of targeted easing measures to 

be introduced, including adjusted mortgage quotas, and 
local government bond issuance to support infrastructure 
spending. But the strategy of ‘common prosperity’ means 
that investors need to accept that underlying growth in China 
is in the region of five per cent for now.

Across the rest of emerging economies growth prospects 
look mixed. One relative bright spot could be ASEAN, 
which has lagged badly but should see a catch-up phase 
as economic reopening progresses. 

 

”  Being realistic about 
growth especially 
applies to China.”
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Figure 3: US price pressures have broadened, but are still narrow

Source: Bloomberg, Macrobond, HSBC Asset Management, November 2021. Any forecast, projection or target where provided is indicative only and 
not guaranteed in any way. HSBC Global Asset Management accepts no liability for any failure to meet such forecast, projection or target.
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Price pressures persist, for now

While economists have been lowering forecasts for growth, 
they’ve been raising them for inflation. Consumer price 
inflation has gone above six per cent in the US, and is 
heading above five per cent in the UK. Interestingly, inflation 
trends are much more modest in China and Japan.

Our research suggests that 2022 inflation of around four 
per cent is a reasonable base case. But the trajectory will 
be bumpy, with higher readings towards the front-end of 
next year. Many of the temporary factors that are boosting 
inflation now (autos, energy, housing) should shortly peak, 
and be softening by the second quarter. By the time we 
get to the middle of the year, with supply chains repaired, 
these factors may even be exerting a disinflationary force on 
consumer prices. From then, the principal driver of inflation 
will become wages. 

That means that we think central bankers are right not to 
react too quickly to the sticker-shock of higher inflation 
today. The hawkish response of policy-makers in South 
Korea, for example, where rates have already been raised 
twice in the second half of this year, is unlikely to be replayed 
in western economies in 2022. Central bankers will talk 
tough on inflation and could accelerate their plans for asset 
purchase tapering. But we don’t expect the Federal Reserve, 
for example, to hike rates until the end of 2022. Meanwhile, 
global fiscal stimulus will contract.  

”  Many of the temporary 
factors that are boosting 
inflation now (autos, 
energy, housing) 
should shortly peak.”
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Growth/inflation mix remains 
favourable 

We are no longer in the warp-speed 
economy. But the broad growth/inflation 
mix still looks favourable heading into 2022. 
We think the underlying regime looks rather 
like the 1990s, with an ongoing recovery, 
technological innovation, rising capital 
spending, plus policy experimentation. If 
that is realised, then inflation should settle 
down in a two to three per cent range. 

That means that investors’ fear of stagflation appears 
over-done. However, some parts of emerging markets 
look more susceptible.

Longer-term, the rapid recovery from covid has reinforced 
several key structural economic trends. The ‘3-Ds’ of 
weaker demographics, high debt levels, and a lop-sided 
distribution of wealth continue to weigh on long-term 
interest rates. 

”  The rapid recovery from 
covid has reinforced 
several key structural 
economic trends.”
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More uncertainty and volatility 

The biggest challenge for investors is going 
to be navigating the many economic and 
market uncertainties. While our central 
scenario is reasonably positive, there are 
significant risks that something goes wrong 
on the demand or supply-side.

In terms of demand, a negative shock could come from 
a resurgence of covid, which impacts confidence and 
requires new restrictions. Or there’s the possibility of a 
hard-landing scenario in China. In either case, we don’t 
see a bad recession. Too many key indicators, such 
as the yield curve, are still consistent with expansion. 
But the risk is that economies stall and investors start 
to worry about a W-shaped growth profile. Even with 
eventual policy support, this risk damages the outlook 
for cyclical parts of the stock market. 

A second risk is that something goes wrong on the 
supply-side. Most saliently, supply chains could take a 
lot longer to rebuild than we assume. Another problem 
could be a bigger and more protracted impact from 
distortions in global labour markets. There is increasing 
evidence of a post-covid scarring, which means that 
‘equilibrium unemployment’ is higher than most 
economists assume. If that risk is realised, it would have 
social implications and also mean that central banks are 
wrong on inflation. Policy would have to adjust more 
hawkishly. There would be limited places in markets for 
investors to hide in such a scenario.
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Asset returns borrowed from the future 

Investors have enjoyed bumper returns over the past 18 
months. But it’s important to recognise that these returns 
are, in a large part, borrowed from the future. Strong 
recent returns in markets mean that yields, spreads and 
risk premia have all compressed. Our measures of asset 
class expected returns are lower than they were. 

That means that the situation is doubly-difficult, with a 
complex macro outlook exacerbated by higher valuations 

and lower margins-of-safety in markets. We should expect 
cross-asset volatility to rise. Stock market volatility remains 
low today (anchored by tight credit spreads and recent 
good news on profits). But interest rate volatility is already 
heading higher and, in emerging markets, we see the 
highest dispersion of stock returns for a decade. 

A big conundrum in fixed income markets is why long 
term real interest rates remain so negative. However, our 
research points to somewhat higher real yields as policy 
normalises. Break-even inflation rates should also remain 

wide. Altogether, we expect long bond yields to move 
gradually higher.

Turning now to equities, we see a solid investment case. 
Stocks typically beat bonds while labour markets are 
improving. And a mid-cycle market wobble requires a 
decisive softening of profits, which hasn’t happened yet. We 
do need to be attuned to the risks around a profits margins 
squeeze. But for now, financial conditions remain easy, the 
equity premium is reasonable, and profits growth continues. 
That should be enough for stocks to outperform bonds.

Figure 9 Asset class expected returns pecking order

Source: Bloomberg, HSBC Asset Management, December 2021.  Any forecast, projection or target where provided is indicative only and not guaranteed in any way.  HSBC Global Asset Management accepts no liability for any 
failure to meet such forecast, projection or target.
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Rising bond yields should favour late-cycle and value 
equities, for example Europe and Asia. But given the macro 
complexities and the absence of growth surprises, we think 
the optimal strategy is to adopt a more cautious, barbell 
approach, prioritising defensive stocks (quality factor, ESG 
names, digital sectors) alongside cyclicals.

Parts of emerging markets also appeal, especially in the 
fixed income area. The case for owning renminbi bonds 
over global bonds seems strong – both for superior carry 
and portfolio diversification. Present risks notwithstanding, 
the future return profile of Asia credits looks attractive 
versus what we see in the US and Europe. 

Within alternative assets classes, we would focus on ‘real’ 
strategies to support cost-effective inflation hedging. 
Global and Asian real estate, as well as infrastructure, look 
attractively-priced and aligned  to our mid-cycle economic 
theme. Secular re-greening, the transition to net zero, as 
well as macro cross-currents should support selected 
commodities, including carbon, copper, and uranium. 

Meanwhile, an allocation to venture capital and climate 
technology is a reasonable way to capture innovation and 
manage the fear-of-missing-out on the energy transition. 
Such investments also add some risk to counter our 
generally more defensive outlook. 

Altogether, 2022 looks like a more challenging 
environment. It’s important to have realistic expectations 
for the macro-economy and markets. But there are still a 
number of interesting opportunities for active investors. 
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Equity Outlook

We measure a risk premium of 3.5 per cent on US 
equities and 4.2 per cent on global equities today. 
These represent slightly-rich valuations (especially in 
the US), but they don’t imply that equity investors are 
outrageously-optimistic about future growth, or naïve 
to the risks. At least at the asset class level, stocks 
don’t look particularly bubbly.

Valuations partly reflect the fast recovery we have 
seen post-covid, and the lower risk premia that 
follows. They are also closely-linked to the continued 
regime of lower for longer interest rates. There are, of 
course, numerous risks and uncertainties to the market 
outlook. In the expansion phase, we typically see stock 
markets de-rate. This means it is essential that we see 
continued profits delivery in order for stocks to make 
further gains. Moreover, a ‘flat capital market line’ 
– which is implied by our expected returns analysis – 
means the risk of inflation turning out to be stickier, 
and policy more hawkish, remains high-impact. These 
issues need to be closely monitored.

Amidst economic and corporate profit 
growth, along with further labour market 
recovery, the macro backdrop remains 
favourable to stocks.

In terms of valuations, price to earnings ratios are in 
their top percentile historically. However, we think 
gauging stock valuations based on simple price ratios, 
such as PEs, is misleading. That’s because such an 
approach glosses over the two separate components 
that determine stock valuations – the scenario for 
interest rates, and the market price of equity risk. In 
other words, a low-for-long rate environment allows for 
significantly higher-than-normal valuations.
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Dispersion is rising 

The high-speed economic cycle, and 
noise in the data, creates two-way risk, 
more potential volatility, and ‘fat tails’, 
making the landscape tricky to navigate. 
Emerging market stocks, particularly prone 
to volatility, are now showing the most 
performance dispersion they have in the 
last decade. 

Given the outsized effects mega-cap stocks have had in 
recent years, this dispersion is not limited to emerging 
markets. In the US, less than one per cent of firms 
accounted for half of the gross wealth created by stock 
market returns over the three years to 2019, with most 
stocks underperforming one-month US treasury bills. 
Discounting the underperformers leaves five companies 
alone generating more than a fifth of the net wealth creation. 
This concentration of stock winners is more extreme than 
any other three year period going back to the beginning of 
the 1926 study period.1 

Evaluating the data globally doesn’t produce a more 
egalitarian result. Less than 1.5 per cent of firms accounted 
for all net wealth creation globally from 1990 to 2018. In a 
nutshell, this points to the return potential in being able to 
identify tomorrow’s winners.
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Figure 1: Performance difference between top and bottom 20th percentile of EM markets, per year 
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Figure 2: Concentration of stocks generating shareholder wealth

Past performance is not a reliable indicator of future performance. Source: H. Bessembinder, W.P. Carey School of Business, Arizona State 
University, 2020. Net shareholder wealth created accounts for excess returns over one-month Treasury bills. 

Source: Bloomberg, HSBC Asset Management, November 2021. 

1 Bessembinder, W.P. Carey School of Business, Arizona State University, 2020.
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Regional considerations 

Wealth creation has been concentrated 
in the smallest proportion of stocks for 
the Asia-Pacific region. Given the massive 
opportunity in Asia, home to more than 
half the world’s population and leading 
global economic growth, picking long term 
winners here could certainly serve investors 
well. Yet developing countries elsewhere 
also present compelling opportunities. 

Frontier markets boast profit margins over 50 per cent higher 
than their emerging peers. They also offer higher growth 
and dividend yields, but currently trade at similar valuation 
levels to emerging markets. Furthermore, Their discount to 
developed markets is now wider than the historical average. 

The investment case is about more than valuations, 
however. We don’t see the overhang of Chinese regulatory 
uncertainty that has hampered broader emerging market 
stocks impacting frontier markets. Also, with a recovery 
in domestic demand in these countries set to accelerate 
along with a vaccine rollout that has occurred much later 
than the rest of the world, this supports strong earnings 
growth expectations. Young and growing populations 

support the longer term development opportunity, which 
happens to also include shock absorption. This is because 
diverse geographies and economic drivers leave frontier 
stocks less impacted by global factors, creating low 
correlations to emerging and developed markets and 
lower volatility.
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Figure 3: Frontier markets have been EM ‘low volatility’

Past performance is not a reliable indicator of future performance. Source: Macrobond, HSBC Asset Management, November 2021.
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Climate change – the biggest disruptor 

There are a number of ESG thematic 
opportunities, with none bigger than 
climate change. After more than a century 
of filling the atmosphere with greenhouse 
gases, our carbon budget is largely 
depleted. Innovation is now needed across 
sectors to minimise any further rise in 
global temperatures and the corresponding 
consequences. As the following chart 
illustrates, even if all countries were to 
achieve their respective commitments 
to reducing carbon emissions (nationally 
determined contributions), it isn’t nearly 
enough to meet the target of the Paris 
Agreement. Solutions are therefore needed 
to redesign economies.
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Figure 4: Total greenhouse gas emissions (billion metric tons of CO2 equivalent)

Innovation is the answer as well as an opportunity for 
investors. As of last year there was over $130 billion of 
assets under management globally in climate change 
funds according to the International Monetary Fund, more 
than double 2019. While the trend is encouraging and can 
help finance the necessary innovation, it is barely a fraction 
of what is needed. Achieving net-zero carbon emissions 
by 2050 will require investment of roughly one per cent of 
the world’s annual output over the next two decades. This 
means $20 trillion cumulatively, although other estimates 
call for far greater funding needs. The International 
Energy Agency estimates that 70 per cent of the required 
investment would need to come from private sources.

The overdue realisation of what is at stake is increasingly 
mobilising the necessary investment. The COP 26 climate 
change conference in Glasgow saw prolific innovator, Bill 
Gates, formalise a partnership with the European Union 
to raise $1 billion towards clean tech projects. A bigger 
collaboration, coined The Glasgow Financial Alliance, 
reached 450 members (including HSBC) and now controls 
$130 trillion of assets committed to decarbonisation. The 
growing capital available is good news for innovation and 
solutions, fueling the opportunity. 

Source: IMF, Climate Change Indicators Dashboard, HSBC Asset Management, October 2021. Any forecast, projection or target where provided is indicative 
only and not guaranteed in any way. HSBC Global Asset Management accepts no liability for any failure to meet such forecast, projection or target.
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Capability campaign imagery

Layered precious stones 
Symbolises strength, resilience, timelessness 
Sense of something building, improving and growing in value over time 
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”  Uncertainties abound, 
but corporate credit 
fundamentals are solid.”

2022 Investment Outlook
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Our central scenario for 2022 is built around an ultimately 
benign recovery. But we are also alert to considerable 
near-term uncertainties that could blow our view off-
course. This is why this scenario is bounded by two 
scenarios where a set of risks materialise: aggravation 
of the covid situation on one side, and stickier-than-
expected inflation on the other. It requires us to remain 
alert and to be prepared for anything. 

Central banks are as uncertain as investors about the 
risks and uncertainties, which arise from sources that are 
unprecedented in the modern era of globalisation. For 
central banks and governments, the challenge for the  
next few months will be to set policy to manage the 
potentially conflicting effects of Omicron and relatively 
high inflation, and to set the path to what they hope will 
be an eventual transition back to stable and sustained 
non-inflationary growth.

Under the central scenario, headline and core measures 
of inflation in the major advanced economies are 
expected to fall back later in 2022 as the effects of 
energy price rises and supply chain disruption wane. 
Central banks should be able to continue executing their 
plans to exit from the extraordinary monetary policies 
that followed the original emergence of the pandemic in 
March 2020. Quantitative easing would end in the US and 
the UK while the European Central Bank would pare back 
asset purchases. Interest rate lift-off in the US and UK 
would follow. 

Against that background, we expect risk free curves in 
the US, Europe, and UK to rise and ultimately to reflect 
their equilibrium levels. We expect that to be significantly 
lower than in previous economic cycles.  We should also 
observe a gradual and modest decompression of credit 
spreads, but with credit continuing to be supported by 
strong fundamentals. 

Fixed Income Outlook

The near-term outlook is unusually 
uncertain, and we expect continued 
volatility in rates as investors and central 
banks try to discern the underlying path of 
real economic activity and of medium term 
inflationary pressure amid conflicting short-
term signals and data.

At time of writing, the recent emergence of the Omicron 
variant of covid-19 is, at a minimum, a reminder that 
downside risks relating to the pandemic require at least  
as much attention as the risk of more persistent 
inflationary pressure. 



”  Asian bonds present 
opportunities for investors 
backed by strong credit 
research.”

2022 Investment Outlook
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Strong fundamentals in credit markets

Corporates have demonstrated an impressive 
level of adaptability and resilience during 
the pandemic. 

The rating drift, measuring the proportion of corporates 
benefiting from a rating upgrade, is a good illustration 
of this trend. After numerous downgrades throughout 
the crisis, we can now see that the indicator has recently 
turned positive, confirming that corporate fundamentals 
remain particularly solid.

There is some segmentation between winners and 
losers across industries and issuers, which makes 
selection even more crucial. Most particularly at 
the lower end of the high yield segment, which is 
characterised by some companies with high leverage 
facilitated by the protracted low interest environment 
and investors’ reach for yield. But, overall, the situation 
is clearly improving, with default rates coming back 
to their pre-crisis levels, and anticipated to remain 
contained for the foreseeable future.
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Figure 1: Ratings drift (upgrades – downgrades/rated issuers)
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Figure 2: Moody’s default rate for high yield: actual and projected

Past performance is not a reliable indicator of future performance. Source: Moody’s, HSBC Asset Management, November 2021. Any forecast, projection or target where provided is indicative only and not guaranteed in 
any way. HSBC Global Asset Management accepts no liability for any failure to meet such forecast, projection or target.
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Finding (relative) value 

Given the outlook for central bank policy 
rates, our medium term preference is for 
less interest rate sensitive segments. 

In developed markets, we see interest in short duration 
credit, especially high yield, which provides a level of 
carry able to absorb the impact of a limited series of 
interest rate rises that seems to be in prospect. 

The need to be prepared for volatility amid inevitable 
uncertainties means allocations to total return strategies 
can constitute effective solutions for fixed income 
investors to access tactical opportunities. Being more 
flexible by design, they will be in a better position to limit 
the potential impact of rate rises while taking advantage 
of short-term mispricing across sectors, credit ratings, 
and instruments. 

Consistent with the outlook for interest rates, we see 
value for investors in securitised credit. As well as the 
benefit of being floating rate, it is an asset class that 
is characterised by improving credit fundamentals. 
These cyclical advantages overlay the structural case 
for investors to allocate to securitised credit, given 
its diversification properties and the yield premium it 
offers relative to similarly-rated corporate bonds. 

Within more traditional fixed income segments, we 
see value in Asia and emerging markets, where in our 
view valuations have fallen further than their medium-
term fundamentals would imply. As China’s real estate 
sector became a source of volatility in otherwise calm 
global credit markets, Asian bonds were marked down 
sharply. Asian high yield spreads reached close to 

all-time highs, even after stripping out the impact of 
the most stressed large property developers in China. 
We think that offers the opportunity to access, on 
a selective basis, higher quality credits at attractive 
valuations. Stringent credit selection and clear 
understanding of policy direction are crucial to assess 
both the risks and opportunities. 

We think that emerging markets offer relative value 
opportunities. For sure, there are challenges from 
either a re-intensification of the pandemic or if 
inflation has greater persistence than expected and 
triggers more policy tightening than is currently 
priced in rates markets. However, we believe that a 
continuation or resumption of the more benign central 
scenario offers selective opportunities in areas where 
underlying real and policy fundamentals and current 
pricing look misaligned.

For investors, the relative value case for allocating to Asia 
and emerging markets is given further impetus by their 
desires and requirements for ESG-focused investment 
solutions and the continued rapid development of green 
and social and sustainability bond markets. There is a 
growing opportunity to achieve sustainable development 
goals in Asia and emerging markets, where projects have 
the potential to be the most impactful. Again, detailed 
credit analysis and selection, including the capacity to 
evaluate policy direction, are key to successful outcomes.

The eventual end of quantitative easing and the exit from 
the lower bound on interest rates, together with current 
high valuations in credit markets, make strategic fixed 
income allocation decisions for 2022 more challenging. 
However, opportunities remain, in less rate-sensitive 
segments, and in areas of the credit market that reward 
rigorous bottom up selectivity.
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Figure 3: Asian high yield spreads near all-time highs (%)

Past performance is not a reliable indicator of future performance. Source: Bloomberg, HSBC Asset Management, November 2021.
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Multi-Asset Outlook



”  We remain pro-risk, but 
suggest building some 
defensive positions over 
the next few months given 
elevated uncertainty.”

2022 Investment Outlook
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Multi-Asset Outlook

An unavoidable slowdown in global growth could 
challenge investment markets. Increasing real yields 
bring separate risks. We think defensive allocations in 
portfolios as we get later into next year will be beneficial 
in providing resilience.

Nonetheless, a positive environment could play out, at 
least in the first half of the year. This would occur if we 
maintain above-trend growth and inflation pressures 
subside. Of course, supply-side bottlenecks need to 
dissipate, which is not an unreasonable expectation. 
With tactical signals such as momentum and risk 
indicators either positive or neutral, we maintain a pro 

risk allocation overall. However, we have moderated risk 
levels given stretched valuations and growing risks.

We prefer equity over credit risk, with high corporate 
earnings growth rates continuing to support equity 
performance. Credit valuations are more stretched, 
particularly the investment grade segment. We have 
an underweight stance on duration, or assets more 
sensitive to rising yields, and prefer higher yielding 
assets given cyclical conditions point to higher rates. 
This means high yield over investment grade bonds for 
instance, and high dividend stocks.

Investors must be cognisant of challenges 
ahead after the strong rebound of the last 
year and a half, both for economies and 
markets. 



”  With most asset classes 
neutral to richly valued, 
opportunities primarily lie in 
intra-asset class allocation.”

2022 Investment Outlook
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Adapting to a new environment

Much of the opportunity ahead may lie in 
intra asset class allocation. With flatter returns 
as the macro cycle matures, the potential 
catch-up of lagging sectors and regions can 
help portfolio performance. 

Southern Europe and Asia Pacific stand out from a 
regional perspective. Central bank policy divergence will 
also play a role, with those further ahead in the growth 
cycle, such as the US and certain small, open economies 
including Norway and New Zealand tightening much 
earlier than others.

Amidst the inflation pressures nudging central banks 
towards policy tightening, commodities and other real 
assets have become more important to portfolios. Yet even 
if these pressures subside, commodities continue to look 
appealing, as do commodity-linked equity markets such as 
Russia and frontier markets. Electrification and clean energy 
infrastructure, for instance, will continue to drive demand 
for metals. This, along with higher wages and a new central 
bank framework less resistant to inflation, shifts risks 
towards somewhat higher inflation over the medium term.
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Figure 1: Market risk indicator has increased, signalling increased pullback risk, but overall level is fairly neutral*

*  Market risk indicator looks at measures of market-implied risk across credit, equity, FX and rates markets. The two dimensions of risk monitoring are 
1) how correlated the indicators are across markets (variance explained) and 2) how extreme the measures are relative to their prior 12 month history 
(sentiment indicator).

Past performance is not a reliable indicator of future performance. Source: HSBC Asset Management, November 2021.



”  Commodities and 
commodity-linked 
markets stand to benefit 
from long term themes.”
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of output, and industrials and materials over a third of the 
DAX index. While political uncertainty amidst two months 
of negotiations to agree the new coalition government 
may have contributed to recent underperformance, this 
has increased the valuation discount for German stocks. 
We also see strong potential in Sweden, with high 
corporate profitability driven by high value-add export 
industries, such as telecommunication equipment, set to 
grow with economic expansion.

Within emerging markets equities, we currently prefer 
ex-Asia. It appears that China is willing to tolerate a step 
down in growth as it strives for a sustainable long term 

path, which impacts the region. Russia is market which 
offers promise after years of lagging, due to positive 
momentum tied to its commodity-based economy and a 
valuation discount.

The frontier markets opportunity we highlighted in our 
equity outlook makes it a useful addition to multi-asset 
portfolios. Recent strong performance has reduced 
some of the valuation discount, but strong potential 
growth remains through the evolution of frontier 
economies. Lagos, Nigeria’s emergence as a fintech 
hub, and Vietnam’s as an electronics manufacturing 
centre, are two examples.

Differing opportunities in equity markets 

We generally favour developed markets in equities. While emerging markets offer value, other headwinds such as 
momentum and monetary policy pose challenges.

Those developed markets less exposed to monetary 
tightening risks in particular stand to benefit, namely 
Europe and Japan, which offer better valuations and 
a cyclical catch up opportunity to the US. Europe is 
especially primed for catch-up, with the rollout of up to 
€800bn of funding from the European Recovery Fund set 
to provide an economic boost, along with a new coalition 
government in the eurozone’s largest economy more 
supportive of growth policies. 

Looking more granularly, Germany appears well-
positioned. Its exposure to the economic cycle is 
pronounced, with manufacturing making up around a fifth 

Position (LHS) EM-DM return (RHS)

80.0

85.0

90.0

95.0

100.0

105.0

110.0

115.0

-30%

-20%

-10%

0%

10%

20%

30%

40%

50%

60%

Nov-20 Jan-21 Mar-21 May-21 Jul-21 Sep-21

Figure 2: Negative trend persists in EM vs DM equity tactical signal*

*  The signal assesses the relative attractiveness of emerging vs developed market equities. It is a composite indicator looking at five equally-weighted 
dimensions: valuation, profitability, momentum, macro cycle and financial conditions. More positive = more supportive of long EM, short DM 
positioning and vice versa.

Past performance is not a reliable indicator of future performance. Source: HSBC Asset Management, November 2021.
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Inflation and bond markets

Given the focus on inflation pressures of 
late, this year’s rally for inflation linked 
bonds was no surprise. 

While tactical signals remain positive, including 
momentum and low short term volatility, we feel their 
relative value is now close to neutral. Our expectation that 
inflation pressures will subside reinforces this view. 

To this point, on a relative basis we prefer the dollar block 
in developed market government bonds, where significant 
tightening has already been priced in. Furthermore, they 
offer higher carry and real rates. Cyclical pressure on euro 
area yields will pose a challenge to near term returns there. 

Emerging market local bonds stand out from a yield and 
valuation perspective, and are supported by positive 
tactical signals. Looking at the long term opportunity, 
Chinese government bonds specifically may be the 
beneficiary of a secular shift from US treasury dominance. 
Focusing on the near term, higher yields and less inflation 
risk further their appeal.

In credit markets, we believe euro high yield deserves 
some focus. The region is less exposed to releveraging 
risk, which could hit other markets harder than expected as 
borrowing costs rise. 

An (un)expected consequence of inflation

While a negative correlation between stocks and bonds has become a fixture for investors and driven asset 
allocation decisions, this fixture is not permanent, and not even that long running. Per the below, US stock 
correlations with government bonds were positive for longer than the current negative streak. This negative run 
also coincided with US consumer prices stabilising under three per cent. With inflation numbers now exceeding 
that level, this could clearly have important consequences for investor portfolios.
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Figure 3: US consumer price inflation and stock/bond correlation 
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Past performance is not a reliable indicator of future performance. Source: Bloomberg, HSBC Asset Management, November 2021.

We generally agree with the Federal Reserve’s prognosis around the transitory nature of inflation today, but 
investors should nonetheless be prepared for a potential paradigm shift in investment markets. This would mean 
a change to how we approach diversification – further accentuating the importance of alternatives, and defensive 
allocations such as safe haven currencies and quality stocks.
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Alternatives

Capability campaign imagery

Light spectrum / prism 
Metaphor for transformation: of focus and expertise into a spectrum of opportunity 
Architectural shape hints at real estate and infrastructure 
Light is symbolic of optimism and vision

Alternatives Outlook



Real estate

Both physical property and publicly-listed 
real estate equities have a role to play 
in enhancing risk-adjusted returns and 
combatting inflation. 

Rents paid by tenants provide inherent inflation 
protection, although the extent of any hedge against 
rising prices varies by country and sector. Rents in 
many European countries are directly linked to inflation 
measures. Meanwhile, fixed rental uplifts are common 
in some US sectors, such as net lease, self-storage and 
grocery-anchored shopping centres. Leases in Asia 
Pacific are generally shorter in duration versus Europe 
and the US, providing more frequent rent revision to 
open market levels. 

Our favoured sectors include distribution warehousing, 
demand for which has been boosted by the growth 
in ecommerce. Self-storage and, in some countries, 
residential also offer attractive prospects. Grocery-
anchored, essential retail property has held up well 
relative to fashion-oriented covered shopping malls. 
However, we remain cautious about secondary offices, 
favouring well-located, modern buildings offering tenants 
high environmental standards.

1 FAST-Infra - CPI (climatepolicyinitiative.org); FAST-Infra: Promoting sustainable growth through common standards on sustainability (worldbank.org)
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The World Bank estimates that infrastructure 
construction and operations currently account for 
approximately 70 per cent of global carbon emissions. 
New climate-friendly infrastructure is needed to have 
any chance of limiting global warming. Furthermore, 
new climate-resilient infrastructure must be built to 
protect communities and habitats already being affected 
by climate change. Total infrastructure needs in the 
developing world alone will exceed $40 trillion by 2035, 
and many developing nations have made decarbonisation 
goals conditional on the provision of climate finance from 
developed countries. 

To mobilise the required funding, the FAST-Infra initiative 
recently launched its Sustainable Infrastructure label1 
at COP 26 in Glasgow. The new label is a consistent, 
globally applicable system designed to identify and 
evaluate sustainable infrastructure assets. It aims to give 
investors confidence in the environmental credentials 
and resilience of new projects. We believe this and other 
developments support a sustainable future for both the 
asset class and the global economy. 

Alternatives Outlook

Today, we measure the long term, annual 
expected return on a traditional balanced 
portfolio at 3.6 per cent before inflation in 
US dollar terms.

That’s way below historic levels, as well as what most 
investors require and assume, particularly given the 
arrival of elevated inflation. Many investors, therefore, 
are making greater use of alternative asset classes as 
an additional source of return. Diversification properties 
may be even more compelling considering the challenge 
ahead for bonds as a reliable equity hedge. Below we 
summarise our 2022 outlook for each of the major 
alternative strategies in turn.

Infrastructure debt

The segment continues to offer a yield 
premium over corporate debt, while 
delivering long-term stable cashflows 
with limited correlation to the economic 
cycle – the trifecta for investors ready 
to sacrifice some liquidity. Looking at 
the long-term opportunity, sustainable 
development demand will be an 
important driver. 



Investor demand for high-quality physical real estate has 
rebounded quickly in many regions. This has left yields 
(the ratio of rental income to capital values) lower than 
historic averages on an absolute basis, but on a relative 
basis risk premiums remain attractive. Dividend yields 
on publicly-listed real estate equities offer a significant 
premium to both wider equities and developed market 
government bonds, providing a healthy option for income 
starved portfolios. 

Past performance is not a reliable indicator of future performance. 
Source: Refinitiv Datastream, FTSE EPRA Nareit Developed Index, MSCI 
World Index, Bloomberg G7 Government bonds, 31 October 2021. Direct 
property yields from CBRE, MSCI, Green Street Advisers, Real Capital 
Analytics and HSBC Asset Management as at 30 September 2021.
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Figure 1: Property offers a solution in the search for yield 

Private equity 

The appeal of private equity as portfolio 
‘return enhancers’ contributed to another 
strong year for primary, secondary and co-
investment funds. 

This coincided with record activity in the global M&A 
market, at over $1.5 trillion as of September. Private 
equity buyouts surged $820 billion in the first nine 
months of 2021, more than double the same period 

last year, as investment firms rushed to deploy capital, 
often paying high prices.  Although there is consensus 
that valuations are presently high, funds are focusing on 
opportunities where they have conviction that they can 
add value. 

We continue to focus on themes such as technology, 
Asia, data infrastructure and healthcare. Our view on 
technology is mirrored by market sentiment, as software 
deals more than tripled in the first nine months of 2021 
compared with same period last year.

We believe that a portfolio should be overweight 
secondary and co-investments, and think it is important 
to have a disciplined approach to co-investments focusing 
on market-leading companies in sectors outpacing 
economic growth . We like to complement this with 
defensive sectors where revenues are driven by recurring 
and non-cyclical factors.

The rise of co-investments has been a continuing 
trend, offering sophisticated investors the opportunity 
to gain exposure to a single underlying asset within 
a fund, typically at no fee, thus improving returns. 
Having the flexibility to choose single underlying assets 
allows investors to target the most attractive sectors, 
geographies and business models at any given point in 
time, via rapid deployment. 
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Venture capital 

Venture capital funds have represented 
about a third of the money raised by private 
equity funds in 2021. 

Consequently, the year has seen a number of ‘mega funds’ 
being raised with sizes a multiple of what was traditionally 
seen in venture capital. We expect the inflows will have 
a significant effect on company valuations, especially at 
series C (third round of institutional funding for a company) 
and later stages, where larger ticket sizes can be deployed. 
For that reason, we see greater value in earlier funding 
rounds, at the series A and B stages, for discerning 
investors able to properly due diligence business models 
and growth prospects.

In fintech, one of our areas of focus, funding has likewise 
reached record highs. Europe is a case in point where 
fintech is the largest sector for venture funding. We see 
this continuing in 2022 for structural reasons, namely that 
a fragmented market with legacy technologies is giving 
new and tech-savvy start-ups a decisive advantage. Our 
investment thesis is centred on the transformation of 
the financial industry, powered by technologies such as 
decentralised ledgers. 

Our other area of focus is so-called ‘climatech’, which 
has received much attention lately from governments 
and investors alike, driving annual venture capital funding 
for climate technology start-ups to $17 billion – more 
than quadruple five years ago. Data and software offer 
particular opportunity through highly specialised start-ups 
facilitating broad transformation in response to climate 
change.

Hedge funds 

Hedge funds remain important diversifiers 
and provide attractive opportunities across 
a number of strategies. We emphasise 
macro and multi-strategy managers and, to 
a lesser extent, event-driven and structured 
credit strategies. 

Extreme movements in energy markets have allowed 
trend following strategies with a focus on alternative 
markets to excel this year. The shock absorptive qualities 
of such strategies will continue to make them valuable to 
asset allocators in the months to come. Reversely, this 
year has been more challenging for long/short equity 
strategies that have been impacted by several rotations 
and short squeezes. However, we have witnessed an 
improvement in active returns over recent months. 
A more fundamentally-driven equity environment in 2022 
should be beneficial for these strategies, notably in the 
technology sector and Asia.

”  The momentum 
around alternatives is 
accelerating and the 
future of the asset class 
is promising.”
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Responsible Investment



”  Responsible investment 
is most effective when 
a multifaceted approach 
is applied.”

It’s amazing to think that just a few years 
ago the responsible investment world 
was congratulating itself on accelerating 
momentum and tipping points reached.

No longer. Today the word sustainability is ubiquitous. 
ESG integration is a hygiene factor. Indeed, sustainable 
funds have now gathered more than $35 trillion in 
assets globally, 50 per cent up on five years ago1. Retail 
investors pour into Paris aligned ETFs on a daily basis. 
Pension fund trustees are boning up on mangroves.

Responsible Investment

Past performance is not a reliable indicator of future performance. Source: HSBC Asset Management. For illustrative purposes only.1 Global Sustainable Investment Alliance
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Sure there are regional differences in the speed of 
adoption, but responsible investment has entered 
the mainstream. So what to expect in 2022? As we 
summarise briefly below, there is innovation aplenty 
ahead and loads for investors to look forward to. Call it 
ESG 2.0. It means taking current developments further 
and deeper, making use of the latest data and research, 
blending qualitative and quantitative analysis, and calling 
out poor best-practice. Next year will also be big for 
responsible investment in alternatives, liquidity, passive, 
as well as earth’s oldest asset class – nature.

Let’s now expand on each of these in a little more detail. 
At HSBC Asset Management we believe the correct way 
to look at responsible investing is through two lenses. 
They sometimes overlap, but not always. The first is the 

incorporation of ESG factors into security selection – 
so called integration. Much of ESG 2.0 has to do with 
making this process more effective in order to help 
improve risk-adjusted returns. We know it works. Indeed, 
as can be seen in the table below, companies with better 
sustainability credentials do tend to outperform the 
market over time

Figure 1: Our in-house quantitative analysis shows that integrating ESG into investing adds value

Europe North America
Asia Pacific  

ex-Japan

2009-2014 2015-2020 2009-2014 2015-2020 2009-2014 2015-2020

E 1.7 0.5 0.4 2 0.7 2.2

S 0.5 1.5 -0.6 1.2 0 -0.1

G 1.8 3.1 0.9 0.5 0.7 2.9

ESG 2.6 1.5 0.5 0.6 -0.7 0.5

Carbon intensity 1.5 2 -0.1 3.1 -2.3 2.6

Annualised excess  
returns (%)

Long-only portfolio

Top 30 per cent of 
scores

MSCI equity 
benchmarks

Equal-weighted

Monthly rebalancing



”  Technology and AI 
is expanding what 
we can do through 
ESG integration.”
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Across the asset management industry, however, 
integration often fails because responsible investing 
is pushed onto teams from above. Rather, portfolio 
managers and analysts have to want to incorporate ESG 
factors into their processes. The best way to do this is to 
speak their language and understand how investment 
teams actually work. That means quantitatively 
backtesting results to highlight correlations, price signals 
and predictive power. Also being honest when ESG 
factors are not a significant driver of returns. Numbers 
and reporting must be useful and clear. 

Materiality is also a function of positioning and 
exposure. Portfolio managers obsess about their 
biggest overweights and underweights. That is where 
responsible investment analysts should focus their 
efforts. Why waste time on the correct ESG score for a 
team’s 25th biggest holding by active share? Likewise, it 
is consistent from a risk-return perspective to review a 
team’s most significant short positions – they matter just 
as much to client outcomes.

In addition, integration 2.0 is about enhancing third party 
ESG scores with bottom-up, fundamental analysis and 
the incorporation of less-known or proprietary data sets. 
Quality research has always been about the filling of 
gaps, and responsible investing, in its infancy, naturally 
has more holes than most. But solutions are possible 
with creative thinking, new sources of information, and 
the ability to makes sense of it all via developments in 
natural language processing and artificial intelligence. 
As with all active management, it’s about finding value in 
the noise.

Clients should also expect to read more about secondary 
exposures in 2022. Investing sustainably isn’t the end of 
the story from a portfolio perspective. When applying 
an ESG screen, for example, regional and currency 
exposures change. So do sector weightings. Likewise, 
your factor exposure, say to quality, or momentum. 
Finding the right trade-offs, not to mention consistency 
with your views or positions across the rest of a portfolio 
requires a lot of number crunching. 

Finally, looking at next year from an RI investment 
angle, we predict that stewardship and engagement 
will become even more integrated with portfolio 
management and analyst teams, working together to 
drive more value out of companies. Engagement analysts 
can bring unique insights to the table, not to mention the 
art of persuasion as well as experience at making the 
most out of meetings. 

Which brings us to the second lens through which we 
think about ESG investing – that is in order to make a 
positive real word change. As mentioned above, this 
objective may align with the goal of superior investment 
returns. But it often does not, or indeed cannot. One 
area it most certainly does is engagement. At the same 
time as persuading a company to boost its payout ratio, 
for example, or to cut capex, it is perfectly possible to 
also challenge its diversity policy or level of scope two 
carbon emissions.



”  Asset classes that 
provide direct financing 
can magnify the 
sustainability impact.”
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Luckily for investors, an entire asset class populates the 
overlap between ESG-based investment performance 
and sustainability: alternatives. Why is that? Because 
alternative strategies such as private equity, venture 
capital, direct lending, and private loans all involve 
true allocations of capital, rather than just trading, as 
per secondary markets. That distinction is important 
because investors have much more influence over 
businesses when they are deciding whether to give them 
money, or threatening to withdraw it. Even better, in the 
case of private equity and venture capital, investors can 
even bag a seat on the board or dictate who they want 
running the business.

The advantages above, together with the impressive 
risk-adjusted returns alternative assets have delivered 
for clients over the past two decades or so, make them 
a doubly attractive proposition from an ESG perspective. 
Similarly, infrastructure, with the private side sitting 
in alternatives, or even listed securities, is poised for 
massive growth in 2022. Sustainable infrastructure was 
a huge topic at COP 26, with HSBC Asset Management a 
leading advocate for building back better in the wake of 
the pandemic as well as employing infrastructure to help 
developing countries transition to a lower carbon future. 
Likewise, funding solutions to preserve and enhance 
nature were a point of focus at COP 26, given the rapid 
loss of biodiversity and natural carbon sinks that absorb 
40 per cent of carbon emissions. The emergence of 
natural capital as an asset class, and the accompanying 
capital allocations, will be an important component of 
building back better. 

Counterintuitively, some secondary market asset classes 
finance companies directly too, and hence have leverage 
in the same way alternatives do. Credit securities, for 
example, have a finite life by design, and every few years 
must be replaced by new debt. This is what makes green 
bonds so attractive: not only are proceeds directed to 
sustainably outcomes, but capital is truly allocated. 
New issuance as a percentage of credit outstanding is 
particularly high in emerging countries, up to 30 per cent 
per annum in some instances, so these markets should 
be high up the list for bond investors wanting to make 
a real difference. The same argument can be made for 
liquidity funds, given the ultra short-term nature of the 
underlying holdings.

Two more things of note to do with responsible investing 
that are coming our way in 2022. Half way through 
the year, more details regarding Europe’s Sustainable 
Finance Disclosure Regulations will be released. 
Hopefully sustainable fund classifications will become 
easier for clients to navigate. Also around that time, 
the second batch of firms – including HSBC Asset 
Management – that have signed up to the Net Zero 
Asset Management Initiative must reveal their plans 
to decarbonise portfolios. We are excited to begin this 
transition on behalf of our clients.

This year has been the busiest ever for responsible 
investments. Expect more of the same in 2022.
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Liquidity Outlook

Liquidity

Capability campaign imagery

Liquid-like motion 
Fluid, dynamic, ever-changing 
Demonstrates flexibility and adaptability 
Varied interpretations to show diverse opportunities



An exit from quantitative easing seems likely 
in America and the UK next year, with rate 
hikes also expected – imminently in the case 
of the latter.

Determining how best to unwind such an extensive stretch 
of quantitative easing will be prone to error. There is no 
equivalent history to study in order to predict the future. 
This means more uncertainty and more volatility, even in 
the very short term financing world of money markets.

Given a lack of clarity around the stickiness of inflation, 
there is room for a surprise in the timing and/or 
magnitude of rate rises. For this reason, we are likely 
to see much more dispersion in yields between money 
market funds and deposits than is typical. In the case 
that central banks are forced to hike rates more quickly 
than expected, money market investors would see a 
substantial increase in yields from the ultra-low levels 
they have been used to.

In terms of differences in the hiking cycle, past inflation 
behaviour and inflation expectations are key to why 
the Bank of England looks set to start raising rates 
first. In the decade prior to the pandemic, UK inflation 
expectations had been trending higher, opposite to the 
US and eurozone, and reflecting behaviour of actual 
inflation. From 2010 to 2019, headline UK consumer price 
inflation averaged an above-target 2.2 per cent while US 
personal consumption expenditure inflation averaged a 

Liquidity Outlook
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below-target 1.6 per cent. Thus, unlike the Fed, the BoE 
does not need to commit to a period of above-target 
inflation to correct for previous undershoots and to drag 
inflation expectations back up to levels consistent with its 
target. Instead, it can continue to set policy based on a 
forecast of inflation converging to target.
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Figure 1: Monthly change in Fed balance sheet assets
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Figure 2: Investors now expect imminent rate lift-off

Of note, the US is likely to have a higher neutral rate of 
interest, given its stronger rate of trend growth. This 
implies the Fed is ultimately likely to take the policy rate 
to a higher level, regardless of who hikes first.

Source: Federal Reserve Bank of New York, HSBC Asset Management, November 2021. Any forecast, projection or target where provided is indicative 
only and not guaranteed in any way. HSBC Global Asset Management accepts no liability for any failure to meet such forecast, projection or target.



”  The nature of direct, 
immediate financing 
creates leverage in forcing 
sustainability priorities 
up the agenda.”
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Achieving ESG impact through money 
markets

Money markets can deliver more than 
yield on investors’ short term cash. Often 
overlooked is the fact that money markets 
offer a vital avenue to force action on 
sustainability issues. This is because along 
with the provision of direct, daily funding 
to corporate issuers comes leverage. 
The impact of removing said funding can 
be both immediate, and significant by 
increasing funding costs. Of course, to 
legitimately impact corporate funding costs 
requires a significant level of funding to be 
put at risk. This is where money market 
funds at scale and supported by the right 
engagement expertise are vital.

In terms of creating change, liquidity funds incorporating 
sustainability priorities must have a credible engagement 
process. It has to be about more than simply how the 
fund invests its assets. Our experience tells us that a 
best-in-class investment approach alongside effective 
engagement is what delivers results. That is, by following 
an ESG scoring system that reduces the investable 
universe, it then allows a manager to better engage with 
those in the excluded universe to provoke positive change.

These companies must be made aware that their ESG 
performance is factored into decisions on whether their 
short-term debt issuance is eligible to be purchased 
by the fund. Tying this direct and primary financing 
to ESG outcomes can increase the focus on better 
management of ESG risks on the part of the issuer, 
achieving more sustainable outcomes. Stewardship 
and engagement are as critical a part of the investment 
process as the investments themselves. However, 
without the initial screening to make a material 
change in the investable universe, a discernible impact 
becomes more elusive.

For corporate treasurers today, the building of ESG 
drivers into investment policy and decisions is still very 
much at an early stage. However, where companies 
are prioritising ESG at the organisational level, treasury 
is likewise engaged in those priorities and actively 
integrating them into investment policy. We expect this 
will quickly become more commonplace. Effective ESG 
liquidity solutions, matched with a growing investor 
demand can become a driver of change.
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The material contained herein is not intended to provide 
professional advice and should not be relied upon in that 
regard. Viewers should seek appropriate professional 
advice where necessary.

The opinions expressed herein should not be considered 
to be a recommendation by HSBC Asset Management 
to any viewer of this material to buy or sell securities, 
commodities, currencies or other investments referred to 
herein. HSBC Asset Management may, at any time, have 
a position in the markets referred to herein, and may buy 
or sell securities, commodities, currencies or any other 
financial instruments in such markets. 

HSBC Asset Management makes no guarantees, 
representation or warranties and accepts no 
responsibility or liability as to its accuracy or 
completeness. The views expressed in this video are 
subject to change without notice.

Tax treatment depends on the individual circumstances 
of each client and may be subject to change in the future.

Capital is not guaranteed. It is important to remember 
that the value of investments and any income from them 
can go down as well as up and is not guaranteed.

Consequently, HSBC Asset Management will not be held 
responsible for any investment or disinvestment decision 
taken on the basis of the commentary and/or analysis in 
this document. 

All data from HSBC 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.

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. Capital invested 
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, manager 
skill, 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. Investments are subject 
to market risks; read all scheme-related documents 
carefully before investing. 

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. 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 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 Asset Management primarily reflect 
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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; 

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; 

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 
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