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Chart of the week — High “all-in” yields
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US Treasuries have been knocked about by macro waves of late, with the past week no exception. The 10-year UST yield
jumped c.20bp on bumper payrolls the previous Friday. Then the release of May’s inflation data last week — which came in
softer-than-expected — helped pull yields back down, hitting a two-and-a-half month low. Nevertheless, investor
expectations on Fed easing this year continue to flit between one or two rate cuts. This is roughly in line with the latest  India’s fiscal outlook and

FOMC view, although a minority of members expect no cuts at all in 2024. what it means for markets

Indian Economy >

What it the latest data telling us? Payrolls likely overstate the strength of the labour market. A wider selection of indicators
shows that while the labour market is not yet cool, it is cooling. Fed Chair Powell views the market as back to where it was
before the pandemic: “tight but not overheated”. Equally, while May’s core CPI print overstates the pace of underlying
improvement, it does at least demonstrate that although inflation has been sticky, it is not completely stuck.

Although risk assets have been the place to be over the past 18 months, bond vyields are high, with the potential for .
capital gains if the trend of gradual economic cooling and disinflation continues — and the Fed starts cutting rates. European Fixed Income =
Government bond spreads in

focus post-election
Market Spotlight
Outlook for Chinese stocks in Q2

Chinese stocks continue to perform relatively well, outpacing both developed and emerging markets during the
second quarter. The rebound has been aided by better-than-expected macro data in Q1, especially around exports
and accelerating manufacturing and infrastructure investment. Supportive policy, especially for the property sector,

resilient earnings and better shareholder returns have also boosted sentiment. European Equities 2>
A mix of undemanding equity valuations and an uptick in momentum has led to a pick-up in investor interest. Why regional earnings
Decade-low foreign allocations to China have shown signs of unwinding, with a closing of underweight gaps growth is broadening out

compared to levels seen at the start of the year.

An ailing property sector and flagging consumption remain the weak economic links. But with pragmatic policy that
keeps up the recovery, international demand could continue to grow.

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. Past performance does not predict future returns. Any views expressed were held at the time of preparation and are subject to change
without notice.

Source: HSBC Asset Management. Macrobond, Bloomberg. Data as at 11.00am UK time 14 June 2024.
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India’s fiscal flexibility

Indian stocks broke to new highs last week, quickly recovering from
fleeting election-driven volatility. Key to the rebound has been
anticipation of policy continuity under the BJP-led NDA coalition.

On the fiscal front, the new government has the advantage of a
higher-than-budgeted dividend transfer from the Reserve Bank of
India (RBI) and robust tax revenue growth. At 2.1 trillion-rupees
(USD25 billion), the RBI's recent payout was twice what was forecast.
And that should give the country’s leaders more scope to cut the
budget deficit and stick to a roadmap of fiscal consolidation.

For now, a little-changed macro trajectory should be supportive for
Indian bonds. It comes just as they are about to get greater
international exposure when they join JPMorgan’s EM government
bond index later in June. For equities, attention already appears to be
shifting back to medium-term fundamentals, with Indian stocks
expected to deliver mid-teens earnings growth this year.

Beware the bond market vigilantes

European market volatility picked up last week after French President
Emmanuel Macron called a snap legislative vote in the aftermath of
the European Parliament election results.

Higher political and economic uncertainty for France comes at a time
when underlying fiscal measures have been deteriorating. S&P
downgraded France’s sovereign rating from AA to AA- last month.
The French government upgraded its 2023 budget deficit/GDP ratio
to 5.5%, putting France on the EU’s Excessive Deficit Procedure List.
The spread between French and German government bond yields has
risen to levels last seen in 2017.

At a time when national debt levels in most Western economies have
been rising, and defects are wide, governments will need to tread
carefully to avoid the wrath of the bond market vigilantes. A
backdrop of fiscal activism makes this all the more tricky. Positively
for Europe, however, disinflation is progressing and the ECB has
already cut rates, easing some of the pressure. And higher yields are
a key reason why investors can put cash to work in fixed income.

European earnings growth goes north

As the eurozone exits from last year's mild recession and the ECB
eases policy, there are significant implications for the outlook for
European earnings growth.

In 2024, EPS growth has been fairly concentrated in markets such as
Spain and Switzerland, which are relatively defensive. But for 2025,
not only is EPS growth expected to double to 10% as the recovery
takes hold, there should also be a broadening out of growth to more
cyclically-exposed markets, especially in the north.

Next year's earnings outperformers — markets such as Germany,
France, and Sweden — also benefit from low valuations, and currently
trade below their 10-year average 12m-forward price-earnings
ratios. And any euro weakness should benefit the region’s exporters
— with 52% of Stoxx 600 revenues generated outside of Europe. But
while the economic growth trajectory looks set to improve, the
outlook still depends on future Fed policy and continuing economic
momentum in the US.

Past performance does not predict future returns.
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Source: HSBC Asset Management. Macrobond, Bloomberg. Data as at 11.00am UK time 15 June 2024. Any views expressed were held at the time of preparation and are

subject to change without notice.
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—— Key Events and Data Releases

Last week

Date Country Indicator Data as of Actual Prior

Sun. 9 June Ez European Presidential Elections (results) Jun

Tue. 11 June us NFIB Business Confidence Index May 90.5 89.7

Wed. 12 June CN CPI (y-0-y) May 0.3% 0.3%
IN CPI (y-0-y) May 4.8% 4.8%
IN Industrial Production (y-o-y) May 5.0% 5.4%
us CPI (y-0-y) May 3.3% 3.4%
us Federal Reserve Interest Rate Decision Jun 5.560% 5.560%

Thu. 13 June T™W Taiwan Central Bank Interest Rate Decision Jun 2.00% 2.00%

Fri. 14 June JP BoJ Interest Rate Decision Jun 0.10% 0.10%
us University of Michigan Consumer Confidence Index Jun (P) - 69.1

P - Preliminary, Q — Quarter EZ - Eurozone, US - United States, CN — China, IN - India, TW - Taiwan, JP — Japan

The week ahead

Date Country Indicator Data as of Survey Prior
Mon. 17 June CN 1-year MLF rate Jun 2.50% 2.50%
CN Retail Sales (y-o0-y) May 3.0% 2.3%
CN Industrial Production (y-o-y) May 6.0% 6.7%
Tue. 18 June AU RBA Interest Rate Decision Jun 4.35% 4.35%
us Retail Sales (m-o-m) May 0.2% 0.0%
us Industrial Production (m-o-m) May 0.4% 0.0%
Wed. 19 June UK CPI (y-0-y) May 2.0% 2.3%
BR COPOM Interest Rate Decision Jun 10.50% 10.50%
Thu. 20 June UK BoE Interest Rate Decision Jun 5.26% 5.26%
us Housing Starts (m-o-m) May 1.1% 5.7%
Eri 21 June Jp Cl)ationwide CPI excluding fresh food & energy (y-o- May 29% 2 4%
EZ HCOB Composite PMI Jun (P) - 52.2
IN S&P Global Composite PMI Jun (P) - 60.5
us S&P Global Composite PMI Jun (P) - 54.5
us Existing Home Sales (m-o-m) May -1.1% -1.9%

P — Preliminary, Q — Quarter CN - China, AU - Australia, US - United States, UK — United Kingdom, BR - Brazil, JP - Japan, EZ — Eurozone, IN - India
Source: HSBC Asset Management. Data as at 11.00am UK time 14 June 2024.
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Q Market review

Benign US CPI data boosted risk markets last week. Core government bonds rallied as investors digested comments from Fed Chair Powell. The median
Fed member expects one rate cut in 2024, down from three cuts in March. There were diverging trends between US and European equities: the S&P
500 rose to a record high, powered by the Magnificent 7 technology stocks, but rising political uncertainty weighed on the Euro Stoxx 50. Japan's
Nikkei 225 was little changed as the BoJ left policy on hold. In EM, the Shanghai Composite weakened amid lingering deflation concerns, while India’s
Sensex consolidated after rebounding from recent volatility. Markets in Taiwan and Korea traded higher on positive read-across from the US tech
sector. In commodities, energy prices recovered on a solid demand outlook, with oil on course for its best week in two months. Gold priced also edged
higher.
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This document has been issued by The Hongkong and Shanghai Banking Corporation Limited (the "Bank") in the conduct of its regulated business in Hong Kong and may be distributed in
other jurisdictions where its distribution is lawful. It is not intended for anyone other than the recipient. 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. This document must not be distributed to the United States, Canada or Australia or to any other jurisdiction where its
distribution is unlawful. All non-authorised reproduction or use of this document will be the responsibility of the user and may lead to legal proceedings.

This document has no contractual value and is not and should not be construed as an offer or the solicitation of an offer or a recommendation for the purchase or sale of any investment or
subscribe for, or to participate in, any services. The Bank is not recommending or soliciting any action based on it.

The information stated and/or opinion(s) expressed in this document are provided by HSBC Global Asset Management Limited. We do not undertake any obligation to issue any further
publications to you or update the contents of this document and such contents are subject to changes at any time without notice. They are expressed solely as general market information
and/or commentary for general information purposes only and do not constitute investment advice or recommendation to buy or sell investments or guarantee of returns. The Bank has not
been involved in the preparation of such information and opinion. The Bank makes no guarantee, representation or warranty and accepts no responsibility for the accuracy and/or
completeness of the information and/or opinions contained in this document, including any third party information obtained from sources it believes to be reliable but which has not been
independently verified. In no event will the Bank or HSBC Group be liable for any damages, losses or liabilities including without limitation, direct or indirect, special, incidental,
consequential damages, losses or liabilities, in connection with your use of this document or your reliance on or use or inability to use the information contained in this document.

In case you have individual portfolios managed by HSBC Global Asset Management Limited, the views expressed in this document may not necessarily indicate current portfolios'
composition. Individual portfolios managed by HSBC Global Asset Management Limited primarily reflect individual clients' objectives, risk preferences, time horizon, and market liquidity.

The information contained within this document has not been reviewed in the light of your personal circumstances. Please note that this information is neither intended to aid in decision
making for legal, financial or other consulting questions, nor should it be the basis of any investment or other decisions. You should carefully consider whether any investment views and
investment products are appropriate in view of your investment experience, objectives, financial resources and relevant circumstances. The investment decision is yours but you should not
invest in any product unless the intermediary who sells it to you has explained to you that the product is suitable for you having regard to your financial situation, investment experience
and investment objectives. The relevant product offering documents should be read for further details.

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. Such statements do not represent any one investment and are used for illustration
purpose only. Customers are reminded that there can be no assurance that economic conditions described herein will remain in the future. Actual results may differ materially from those
described in such forward-looking statements as a result of various factors. We can give no assurance that those expectations reflected in those forward-looking statements will prove to
have been correct or come to fruition, and you are cautioned not to place undue reliance on such statements. We do not undertake any obligation to update the forward-looking statements
contained herein, whether as a result of new information, future events or otherwise, or to update the reasons why actual results could differ from those projected in the forward-looking
statements.

Investment involves risk. It is important to note that the capital value of investments and the income from them may go down as well as up and may become valueless 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. Past performance information may be out of date. For up-to-date information, please contact your Relationship
Manager.

Investment in any market may be extremely volatile and subject to sudden fluctuations of varying magnitude due to a wide range of direct and indirect influences. Such characteristics can
lead to considerable losses being incurred by those exposed to such markets. If an investment is withdrawn or terminated early, it may not return the full amount invested. In addition to the
normal risks associated with investing, international investments may involve risk of capital loss from unfavourable fluctuations in currency values, from differences in generally accepted
accounting principles or from economic or political instability in certain jurisdictions. Narrowly focused investments and smaller companies typically exhibit higher volatility. There is no
guarantee of positive trading performance. 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. You should
read all scheme related documents carefully.

Copyright © The Hongkong and Shanghai Banking Corporation Limited 2024. 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 The Hongkong and Shanghai Banking Corporation
Limited.
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