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Chart of the week — US economic data holding up
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September’s strong US employment report, with non-farm payrolls up 254k (versus 150k expected) and the unemployment
rate unexpectedly edging lower to 4.1%, was good news for those hoping for a soft landing for the world’s largest
economy. The recent run of better-than-expected economic data {see chart) also coincides with an underlying trend of
disinflation — despite September’s stronger-than-expected CPI print. Leading indicators point to a further moderation in
price pressures, including the shelter component which is contributing to high services inflation.

August’'s market wobble — partly triggered by a weak July payrolls number — now seems like a distant memory. US stock
markets are notching up fresh all-time highs and the US 10-year Treasury vyield is back above 4%.

A soft landing is good news for global risk assets. But markets are likely to remain volatile as investors grapple with
uncertainty over the economic outlook. Rates remain restrictive and the US election has the potential to usher in policy
shifts. And despite better US macro news, some labour market data suggests cooling ahead. The October payrolls
report could be weak again. Earnings could also disappoint — doubly bad news given stretched valuations.

Market Spotlight

Chinese markets take a pause for breath

It was a bumpy week for Chinese stocks as investors digested the recent surge in prices and the National
Development and Reform Commission’s (NDRC) announcement that it would accelerate bond issuance to support
the economy.

A pause for breath last week isn't surprising given the extremity of recent market moves — the MSCI China had gained
around 26% in the 10 trading days leading up to the Golden Week holiday. Investor expectations around the speed
and scale of incoming fiscal support may have become too optimistic.

Despite the lack of details on potential fiscal stimulus offered by the NDRC, it is likely that Chinese authorities will still
unveil a meaningful fiscal package in the coming weeks. The Ministry of Finance held a press briefing on 12 October,
while another opportunity for action comes at the National People’s Congress standing committee meeting later this
month.
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What lower expectations
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Frontier Markets >

Why policy easing is a plus
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Exploring strong investor
demand for IG credit

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. Investments in emerging markets are by their nature higher risk and potentially
more volatile than those inherent in some established markets. The level of yield is not guaranteed and may rise or fall in the future. For
informational purposes only and should not be construed as a recommendation to invest in the specific country, product, strategy, sector or security. 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 11 October 2024.
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Analysts spooked

Q3 results season kicks off this week with 8% of the S&P 500 (by market '8 % S&P 500 quarterly year-on-year EPS growth
cap) reporting, and 60% expected by Halloween. Annual consensus profits Source: Factset 16.4
growth is 10% for this year, and 15% for 2025. But on a quarterly year-on- 16

year basis, analysts have slashed forecasts for Q3 to just 2.9% - down

from 10.2% a year ago. So, what has spooked them? 14

Economically-sensitive sectors like materials, consumer discretionary 12

(autos/retail), and industrials have seen some of the biggest cuts. Soft 10

economic data over the summer are likely to blame, and lower oil prices

hit energy names. But from Q4, that changes. Five quarters of growth 8

averaging 14% (double the long-run average) suggests a rosier outlook. 5

Technology is set to be the fastest growing sector in Q3, while analysts .

expect energy to be the weakest. Financial stocks, which are among the
first to report, are anticipated to slow. Overall, a low growth bar could offer 2
scope for above-average beats for Q3. But with the market already trading
on a relatively high PE of 21x, a soft landing and giddy profit growth
from Q4 onwards appear to be priced-in, just as momentum in tech
earnings is starting to slip.

Q1-24 Q2-24 Q3-24 Q424 Q1-25 Q226 (Q3-26 Q4-25

Value at the frontier

Many Frontier and smaller emerging market countries were relatively
quick to respond to the post-Covid inflation surge, hiking rates faster than
the US. With real rates now significantly positive, they have room to cut — 35 PIE, x
and stimulate growth — without pressuring their currencies. We've seen
recent cuts in countries like Iceland, Kenya, Pakistan, and Serbia. It's a
trend that should act as a tailwind for Frontier valuations.

Price-to-earnings ratio of major MSCl indices

30 —— Emerging Markets

Frontier Markets

It comes as valuation discounts between Frontier and both DM and EM 25
regions remain well above their b-year averages. Frontier markets are World
currently trading at a price-earnings ratio of 9.7x — a 51% discount to DMs 20

(at 19.9x) and a 24% discount to EMs {at 12.8x).

Yet, Frontier offers superior earnings growth and higher dividend 10
yields, plus the diversification benefit of low correlation with other asset 10
classes. This is largely being driven by structural trends like the relocation
of manufacturing hubs, re-routing of supply chains, social and economic 5
reforms (especially across Gulf Cooperation Council countries), and
digitisation. 0

09/19 03/20 09/20 03/21 09/21 03/22 09/22 03/23 09/23 03/24 09/24

‘All in” appeal of US IG

Growing expectations of a soft economic landing bode well for US US investment grade credit - ETF flows
investment grade (IG) debt. With Fed policy easing expected to continue USD bn

at a cautious pace, and recent jobs data mitigating recession waorries, 10yr 2

Treasury yields have risen, which has improved the attractive all-in yields

that IG debt offers. 20 (Rolling 3m moving average)
|G debt has a high correlation with government bonds. So, if risk appetite

falters, IG should be a defensive play as the widening in credit spreads is 15

likely to be, at least partially, offset by the fall in government bond yields.

The fundamental backdrop for IG has also been positive. Corporate profits 0

have been resilient, and the net issuance outlook is expected to remain
favourable. Above all, investor demand remains upbeat. There have been
strong flows for much of this year into US |G exchange traded funds and 5
the unwinding of popular carry trades during the summer did little to dent
investor enthusiasm. The experience suggests that the marginal spread-

widening required to attract buyers is smaller than it was in the past. 0
01/22  05/22 09/22 01/23 05/23 09/23 01/24 05/24 09/24

Past performance does not predict future returns. The level of yield is not guaranteed and may rise or fall in the future. For informational
purposes only and should not be construed as a recommendation to invest in the specific country, product, strategy, sector or security. Any views expressed were held at
the time of preparation and are subject to change without notice. Source: HSBC Asset Management. Macrobond, Bloomberg, Datastream. Data as at 11.00am UK time 11
October 2024.
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Last week

Date Country Indicator Data as of Actual Prior

Tue. 08 October us CN)E'UBm'I”S‘i:X of Small Business Sep 915 91.2

Wed. 09 October BR CPI (yoy) Sep 4.4% 4.2%
MX Headline Inflation (yoy) Sep 4.6% 5.0%
IN RBI Repo Rate Oct 6.50% 6.50%
NZ RBNZ Official Cash Rate Oct 4.75% 5.26%
us FOMC Minutes Sep

Thu. 10 October us CPI (yoy) Sep 2.4% 2.5%
FR 2025 Budget

Fri. 11 October KO Bank of Korea Base Rate Oct 3.25% 3.50%
IN Industrial Production (yoy) Aug - 4.8%
Us Univ. of Michigan Sentiment Oct ) 701

Index (Prelim)

US - United States, BR - Brazil, MX - Mexico, IN - India, NZ - New Zealand, FR - France, KO - South Korea

The week ahead

Date Country Indicator Data as of Survey Prior
Sun. 13 October CN CPI (yoy) Sep 0.7% 0.6%
Mon. 14 October us Earnings Q3
CN Trade Balance (USD) Sep 89.8bn 91.0bn
Tue. 15 October UK Unemployment Rate, ILO Aug 4.1% 4.1%
Wed. 16 October D Bank Indonesia Rate Oct 6.00% 6.00%
UK CPI (yoy) Sep 1.9% 2.2%
PH Central Bank Policy Rate Oct 6.00% 6.25%
Thu. 17 October us Retail Sales (mom) Sep 0.2% 0.1%
EZ ECB Deposit Rate Oct 3.25% 3.60%
TY CBRT 1 Week Repo Lending Oct 50.00% 50.00%
Rate
CH 2:;1:0 Central de Chile Policy Oct 5.95% 5.5%
us Industrial Production (mom) Sep -0.1% 0.8%
Fri. 18 October JP CPI (yoy) Sep 2.5% 3.0%
CN Retail Sales (yoy) Sep 2.5% 2.1%
CN GDP (yoy) Q3 4.6% 4.7%

CN - China, US - United States, UK - United Kingdom, ID - Indonesia, PH - Philippines, EZ - Eurozone, TY - Turkey, CH - Chile, JP - Japan

Source: HSBC Asset Management. Data as at 11.00am UK time 11 October 2024. For informational purposes only and should not be construed as a recommendation to
invest in the specific country, product, strategy, sector or security. Any views expressed were held at the time of preparation and are subject to change without notice.
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Q Market review

Risk markets were firm ahead of Q3 earnings season in the US. Core government bonds fell on an upward surprise in September’s employment report.
US CPI data also came in stronger than expected. Bunds continued to fare better than US Treasuries as investors priced in a 0.25%, rate cut at October’s
ECB Council meeting. In stocks, the US S&P 500 touched a new all-time high, the Euro Stoxx b0 index traded sideways, and Japan's Nikkei 225 inched
higher. Emerging market equities weakened as investors awaited further details on potential fiscal stimulus for the Chinese economy. The Hang Seng
fell sharply, with China’'s Shanghai Composite also weakening after the Golden Week holiday. The Korean Kospi rebounded, with India’s Sensex little
changed. In commodities, geopolitical tensions are supporting energy prices. Copper weakened, while gold was on course to finish the week flat.
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Important Information

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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