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Chart of the week - Global growth in 2025
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Economists are gazing into their crystal balls for 2025. Where will growth be fastest? In the last few weeks, we've had
major economic outlook reports from the IMF, the World Bank, the UN, and the World Economic Forum. In 2025, the
global economy looks like it is holding steady, with disinflation continuing. But uncertainty is significantly higher.

Asian Stocks >

Why Indian and ASEAN

Among western economies, the US is expected to be the fastest grower, with the IMF raising its forecast to 2.7%. EU
markets are under pressure

(+1%) and Canadian (+2%) growth assumptions have been lowered, but forecasts for the UK and Japan are steady.

The world’s premium growth rates in 2025 are in Asia and Frontier markets. Forecasters expect China (+4.6%) and India
(+6.5%) to have broadly stable growth momentum. Growth in South Asia countries like Vietnam and the Philippines is
also forecast to be 6%-+. In Africa, a number of country stories are notable. In East Africa, Rwanda is set for 7.5% growth
and Ethiopia for just under 7%. In the West, Niger (+7%) and Senegal (+8%) look like GDP stars. But “top of the pops” in
terms of global growth is Guyana in South America, where economists reckon GDP will grow more than 15% in 2025,

driven by an oil bonanza. UK Bonds >

In an environment of elevated policy uncertainty, GDP point forecasting is a hazardous hobby. Even so, the data show ~ The outlook for Gilts after

some interesting country and regional macro themes. recent volatility
Market Spotlight

Strong infrastructure

Global listed infrastructure delivered a steady performance in 2024, with valuation multiples across the sector
benefitting as central banks cut rates. As an asset class, infrastructure’s appeal lies in its defensive traits, dependable
cashflows and inflation-resistant qualities, as well as its exposure to major economic themes. Those themes are Exploring relatively low
currently dominated by digitalisation — which is fuelling significant demand for investment in data centres and volatility in Frontier markets
networks — and electrification — which is driving investments in onshore wind, solar, and battery storage.

Frontier Markets >

In 2025, the infrastructure outlook is focused on potential policy changes under the new US administration, which
could affect the asset class in three ways: (1) potential changes to the scope and value of tax benefits under the
Inflation Reduction Act, (2) the impact of tariffs, and (3) the potentially inflationary effect of new policies. Aside from
short-term disruption, these factors are not currently expected to hinder returns significantly, with the sector either
insulated from any changes, well-placed to potentially benefit from less regulatory and permitting pressures or
exposed to assets positively correlated with greater US GDP growth.

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. 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. Any forecast, projection or target where provided is indicative
only and is not guaranteed in any way. Any forecast, projection or target where provided is indicative only and not guaranteed in any way.

Source: HSBC Asset Management. Macrobond, Bloomberg. Data as at 7.30am UK time 24 January 2025.
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MLens on...

Asia headwinds

Returns from emerging Asian stocks have come under pressure since the
end of Q3 last year, with India and EM ASEAN among the hardest hit.

The weakness has been driven by a rally in the US dollar and the prospect
of higher-for-longer US rates — as well as geopolitical worries and global
trade uncertainty. These factors have weighed on Asian currencies,
complicating the ability of regional central banks to cut rates amid a more
tepid outlook.

In India, weak market confidence has also played a part, with disappointing
macro data and earnings news dragging on stocks, which still exhibit rich
valuations. Investors are now looking to February’'s Union Budget and RBI
policy decision as catalysts for a market pick-up.

While these challenges demand caution, the tailwinds of superior
growth rates driven by strong structural stories continue to support
Indian and ASEAN equities. Beyond short-term frictions, their
idiosyncratic trends and more domestically-oriented markets should offer
opportunities for portfolio diversification, with stable inflation and expected
modest policy easing supporting the macro and profits outlook.

Gilt trip

The first two weeks of the year saw fears of a ‘"doom-loop’ emerge in the
UK. Rising US vyields weighed on the Gilts market, raising questions about
UK fiscal sustainability, which if unchecked could have led to a further sell-
off in Gilts. So far, such an outcome has been avoided, largely due to a
pullback in Treasury yields. And the base case is for a gradual further, albeit
potentially bumpy, decline in both Treasury and Gilt yields.

Provided the new US administration introduces targeted rather than wide-
ranging tariffs, US inflation should behave in a way that allows the Fed to
deliver some modest further rate cuts. In the UK, the economy is already
stagnating, and employment indicators are weakening notably, so current
uncomfortably-strong wage and price pressures should fade. This would
allow the Bank of England to ease policy by more than priced later in the
year.

However, recent volatility is a timely reminder that in a world of higher-for-
longer rates and the potential for the Fed to remain on hold, the UK’s mix
of poor growth and stretched public finances creates risks that
warrant close monitoring.
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Low-vol Frontiers

Against a backdrop of economic policy uncertainty, global markets could
be prone to volatility this year. For asset allocators looking to manage that
risk, Frontier markets could offer some relatively low-vol respite.

Frontiers have been consistently less volatile than emerging markets over
the past decade — as measured by the standard deviation of daily returns.
And for nine of the past 10 years, they have also been less volatile than
developed markets. Much of this is down to their domestically-driven
economies, with local idiosyncrasies a key reason for low intra-country
correlation between them. That's sheltered them from macro headwinds.

But there are also broad investment themes at play. One has been the shift
of manufacturing hubs out of China into regional Frontier countries like
Vietnam, and a similar ‘nearshoring” of manufacturing to European
periphery countries. Liberalisation and sector diversification, notably in
Gulf Cooperation Council countries, has also been important. So too has
been the growth of digitisation.
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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. Any forecast, projection or target where provided is indicative only and is not guaranteed in any way. Index returns assume reinvestment of all
distributions and do not reflect fees or expenses. Source: HSBC Asset Management. Macrobond, Bloomberg, Datastream. Data as at 7.30am UK time 24 January 2025.



—

—|
——= Key Events and Data Releases

Last week

Date Country Indicator Data as of Actual Prior

Mon. 20 January Us ;—r;ier:ration of President Donald

Tue. 21 January UK Unemployment Rate, ILO Nov 4.4% 4.3%

Thu. 23 January JP CPI (yoy) Dec 3.6% 2.9%
NW Norges Bank Sight Deposit Rate Jan 4.50% 4.50%
TY CBRT 1 Week Repo Lending Rate Jan 45.00% 47.50%

Fri. 24 January JP BoJ Policy Rate Jan 0.50% 0.25%
IN S&P Global Composite PMI (Flash) Jan 57.9 59.2
us S&P Global Composite PMI (Flash) Jan - 55.4
EZ S&P Global Composite PMI (Flash) Jan - 49.6
UK S&P Global Composite PMI (Flash) Jan - 50.4

US - United States, UK - United Kingdom, JP - Japan, NW - Norway, TY - Turkey, EZ - Eurozone, IN - India

The week ahead

Date Country Indicator Data as of Survey Prior
Mon. 27 January us Earnings Q4
GE IFO Business Confidence Index Jan 84.4 84.7
CN NBS Composite PMI Jan 52.1 52.2

Consumer Confidence Index,

Tue. 28 January us Conference Board Jan 106.0 104.7
Wed. 29 January us Fed Funds Rate (upper bound) Jan 4.50% 4.50%
BR Banco do Brasil SELIC Target Rate Jan 13.25% 12.25%
SW Riksbank Policy Rate Jan - 2.50%
CA BoC Policy Rate Jan 3.00% 3.25%
Thu. 30 January EZ ECB Deposit Rate Jan 2.75% 3.00%
us GDP, Flash (goq) Q4 2.6% 3.1%
EZ GDP, Prelim (goq) Q4 0.2% 0.4%
MX GDP, Flash (goq) Q4 - 1.1%
Fri. 31 January us PCE Price Index (yoy) Dec 2.5% 2.4%

US - United States, GE - Germany, CN - China, BR - Brazil, SW - Sweden, CA - Canada, EZ - Eurozone, MX - Mexico

Source: HSBC Asset Management. Data as at 7.30am UK time 24 January 2025. 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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Risk markets rallied as investors digested US president Trump’s comments during his inauguration, with the US DXY dollar index drifting lower. Core
government bonds consolidated ahead of the FOMC and ECB meetings, with US high yield corporate credit outperforming US investment grade. US
equities rallied across the board, buoyed by Q4 earnings news and the new Al infrastructure investment plan. The recent outperformance of the equal
weighted S&P 500 compared to the ‘Magnificent 7" stalled. The Euro Stoxx 50 built on recent gains, with Germany’s DAX index reaching an all-time
high, and France’s CAC index also performing well. Japan’s Nikkei 225 surged, led by higher IT and communication services stocks, as the BodJ delivered
an anticipated 0.25% rate hike. Other Asian markets broadly rose; the Hang Seng extended its gains, while South Korea's Kospi edged higher. China’s
Shanghai Composite and India’s Sensex also posted modest gains. In commeodities, oil prices fell, while copper remained firmed, and gold rose further.
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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 2025. 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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