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Sustainable investing is a broad topic, with many different approaches, objectives and lingo. But
what is right for me and how should | set my investment strategy? To help you, we have devel-
oped 6 basic principles. They're not exhaustive, but we believe they're a good place to start.

. ‘ 1. Know what you want to achieve: because ‘why’ you want to invest sustainably will guide
‘& the ‘how’. Some investors are values-driven, which may lead you to exclude certain sectors
and activities, while others will look at sustainability to discover new opportunities and risks

Willem Sels and generate better risk-adjusted returns, or make a direct impact.
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Officer, 2. Adopt a medium to long term approach: because the net zero transition needs long term
HSBC Global Private Banking capital, corporate engagement takes time to yield results, and some new technologies will
and Wealth

take time to become profitable. In our view, the short-term performance of investments is

willem.sels@hsbcpb.com principally linked to financial factors, not sustainability factors.

3. Consider sustainability across all asset classes: because all asset classes need to con-
tribute to the funding of the climate transition and are affected by the changing investment
environment. Diversification also helps broaden the opportunity set.

4. Incorporate sustainability in both the core portfolio and satellites: because thematic
investments can be directly linked to your area of interest, but all companies in the core port-
folio are affected by sustainability, and they will influence your portfolio’s overall ESG score.

5. Make sure your investments do what it says on the tin (avoid greenwashing): as defi-
nitions and practices are still evolving, the role of a strong fund selector or advisor is key to
ensure the investment matches the strategy and objectives you have set.

6. Evolve with the market: because a growing, more transparent and competitive market will
provide more opportunity and liquidity to investors. With time, we see no reason why inves-
tors would not incorporate a sustainability approach across the entirety of their portfolio.
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1. Know what you want to achieve

Before developing an investment strategy and deciding what to
invest in, we believe investors first need to decide why they
want to invest sustainably, because the ‘why’ will influence the
‘how’. We know that our clients are looking to make an impact
on social and climate measures, with 80% of them thinking ESG
factors are very important to take into account. But every client
is different.

a.

Your values: exclusion vs engagement and best-in-
class vs ESG momentum. Some investors will choose to
invest sustainably because of personal or societal ethical
values, or because of their religion, which often leads to the
exclusion of certain business activities from their portfolios
(most often arms, alcohol, tobacco). Increasingly, some in-
vestors also feel that continuing to fund energy and mining
companies is against their personal or family values.

For others, the argument is more nuanced. Instead of ex-
cluding companies in certain (sub-)sectors from the portfo-
lio, they prefer to make a positive change by engaging with
them, through shareholder proposals at general meetings
and relying on investor alliances, in order to promote better
corporate behaviour. Such investors typically don't look for
the companies that already have the best ESG scores (best
in class), but are happy to invest in companies which show
good improvement {positive ESG momentum). They will ar-
gue that companies that are on a transition to make their
activities more sustainable still need funding, and engage-
ment together with funding through green bonds, for exam-
ple, can help speed along the process. Investing in compa-
nies that are committed to making the transition may still
be aligned with the investor’s family values.

Finally, there are other investors who will point out that ex-
cluding sectors or activities from the portfolio reduces the
opportunity set, and those investors may instead choose to
take a different approach (e.g. thematic — see below) or pro-
mote their values through philanthropic activities.

It is clear that there is no ‘right” or ‘wrong’ approach on the
topic of these family values, but where you and the next
generation stand on this topic will help you and your advi-
sor to determine the appropriate investment strategy. From
our perspective, we think there is a lot to say in favour
of helping companies transition, by funding or investing
in companies may well have higher emissions but the po-
tential to contribute significantly to reduce emissions.

Risk management and alpha vs impact. Regardless of
how you look at the values question, you may view the sus-
tainability revolution as sufficiently material to want to ex-
plore the related investment risks and opportunities. We
certainly do. Most investors now have come to realise that
they need to have a good understanding of a company’s
Environmental, Social and Governance dynamics in addi-
tion to traditional financial ratios to truly understand a com-
pany’s future earnings path and risks, and therefore its fair
value. If managing risks (physical risks, transition risks, rep-
utational risks etc) and discovering opportunities are your

C.

main objectives, then an ESG enhanced approach comple-
mented by thematic investments may make most sense.
We believe that companies that think ahead and adapt
their business model to the sustainability revolution
and make it future proof will have a better long-term
risk/return profile.

But some investors will want to have a more direct impact
on social or environmental causes and even be willing to
give up some returns or alpha as long as they know they
are contributing to a specific and measurable cause. For
them, impact investing may be the way to go.

ESG Enhanced
Invest in companies based on relative ESG
performance

T
~1

Thematic
Focus on themes and sectors dedicated to
resolving climate and sustainability challenges

Impact
Focus on a direct, positive and measurable
impact on society and/or the environment

Which SDGs or measures do you care about most?
‘Sustainability’ is a broad term which includes many differ-
ent possible objectives. The UN Sustainable Development
Goals are a handy place to start, and the 17 SDGs are now
used by asset managers and advisors to match products to
what their clients care about most. In that way, you can
check what percentage of your portfolio is linked to the
SDGs that you have prioritised. We note that some SDGs
are more easily investable in public markets (e.g. affordable
and clean energy, clean water and sanitation) while others
(no poverty, zero hunger, quality education) may sometimes
need investment through private markets or through an im-
pact approach.

There are many other ways to look at it, though. In terms of
climate change, some investors want to focus on mitigation
strategies (helping limit climate change) while others want
to focus on adaptation strategies. A recent investor survey
by our HSBC Global Research colleagues showed that
among environmental issues, decarbonisation and climate
mitigation are the principal concern {(45%;), followed by cli-
mate resilience (adaptation, at 20%), with plastics (6%) and
biodiversity (2%) some way behind. One specific measure
for those focused on mitigation is ‘portfolio temperature’,
where the objective is to pick investments that together
contribute significantly less to global warming than the
market benchmark. Others will want to know the weighted
carbon intensity of their portfolio. Tracking and minimising
violations against the UN Global Compact is another way to
go, and some investors who do not want to prioritise one
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goal over another will simply want to achieve a high aver-
age ESG score on their portfolio. Again, there is no right an-
swer here, in our mind, but a clear view on what you
care about most and want to achieve will be very help-
ful when developing your investment strategy and compos-
ing your portfolio with your advisor.

2. Adopt a medium to long term approach

When family values and those of the next generation are driv-
ing your sustainability investments, it is clear that a long term
approach is needed. It is also clear that the energy transition is a
long term project. At best, the path to net zero will take till
2050 or 2060 in most countries, and require an estimated USD
3.5trn investment in the energy sector each year, for example.
And the war in Ukraine made energy independence a strategic
goal, which will further raise the investment in sustainable en-
ergy sources (as well as fossil fuels), for decades to come.

Not all investments are immediately profitable, of course, and
companies will need to convince investors to provide
long term funding. Funding for the long term is often quite
natural in private markets, and it is no coincidence that private
companies often invest up to 6 times more capital than listed
ones. Public markets have in fact become very short-term in na-
ture, with information affecting the stock price in micro-seconds
and the pressure of quarterly results and management incentive
schemes linked to those objectives creating a bias towards the
shorter term. Investors who care about fair goals and strong
governance are probably well placed to recognise the bad in-
centives of short-termism, and may be willing to commit for the
longer term as long as the company can convince them of their
longer term vision, commitment, and execution.

We also believe that a company’s sustainability transition will
work better if it has more real ‘owners’ among their sharehold-
ers, which do not divest on each negative short-term headline,
but instead engage with them to effect the change they want to
see. And that engagement requires a medium to long term
approach: a recent survey by our HSBC Global Research col-
leagues showed that respondents believe engagement is most
effective over a 3-to-10 year horizon.

Some of the technological solutions that will help us reach the
net-zero point already exist, but many other technologies still
need to be refined or still be invented. Bill Gates likes to say
that we tend to overestimate the change in the next 2 years, but
underestimate the change in the next 10. That again points to
the need for a long term approach.

And finally, to state the obvious. We're often asked why ESG in-
dices or sustainability-related investment themes have behaved
in a certain way in the past month or week. Much of what
moves the stocks and bonds of companies with strong sustain-
ability credentials will be the same financial factors that move
those of companies with poor sustainability credentials. There is
no reason to expect sustainability credentials to make your
stock or bond react differently to a Fed meeting or a surprise in
the latest inflation data. They are sensitive to the same financial
factors. For example, innovative companies in the energy transi-
tion space will trade like growth companies, and sell off in the
short term when interest rates rise. Companies with high ESG
credentials will often have some of the characteristics of quality
style stocks, and therefore underperform when risk appetite is
high (and vice versa). It's important to realise that a short-term
set-back in performance will mainly be linked to financial
factors, and is not a reflection of the longer term sustainability
strategy of the company.

To choose or not to choose — the UN Sustainable Development Goals (SDGs)
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3. Consider sustainability across all asset
classes

The huge global investments needed to halt climate change
cannot be financed in niche markets. For most renewable en-
ergy projects, the upfront investment is very high, with relatively
low ongoing costs compared to fossil fuel projects. So, a lot of
financing is needed. So far, many of these projects have been
funded through utilities’ balance sheets, via bank loans, but the
source of funding will need to broaden. Bond market fi-
nancing has been growing rapidly, in part because of the green
bond principles which set standards and create investor trust.
There are now green bonds, sustainability bonds, social bonds,
blue bonds and transition bonds in most geographies and sec-
tors, allowing bond investors to build bond portfolios with any
duration and rating quality they want, but better sustainability
credentials.

But given the vast need for funding, funding in public stock
markets and private equity and debt markets will be important
too. ESG ETFs have displayed rapid growth in recent years and
are forecast to reach $1.5 trillion in assets under management
globally by 2025, according to SSGA. Equities were first to daz-
zle, but bond ETFs have been showing very rapid growth re-
cently. Indeed, ESG fixed income ETF assets grew by a lofty
44% in the past 12 months according to Bloomberg figures. Ac-
tively managed funds are proliferating rapidly too. That means
more choice, more liquidity, and more sway by the manag-
ers, who will have more influence through corporate engage-
ment.

Broadening the net across a wide range of traditional and new
asset classes allows for increased diversification. Carbon
credits and natural capital are still relatively new but seem to be
driven by different fundamental factors than many other assets,
and should therefore help diversification. Private equity (for suit-
able and sophisticated investors) fits well with our view that
sustainable investing should take a long term approach, as we
have discussed before. Private equity managers can effect sig-
nificant change when they become a major shareholder, and
this means they can implement more energy efficiency projects,
for example and bring sustainability to the core of a company’s
strategy. Opportunities in natural capital and climate venture
technology will often fall in the private markets space. By com-
parison, Hedge Funds’ typically shorter investment horizon may
be a less natural fit but some still use sustainability factors as
part of seeking returns (and also use exclusion). Many have ap-
pointed a compliance officer, while the 2017 PRI survey for
hedge funds can also be used to assess ESG practices. As for
commodities, the debate will continue to rage whether the in-
creased prices that can occasionally come from commeodity in-
vestments outweigh the benefits of more liquidity and a better
functioning market.

Climate risk is not something that we can diversify away, as it
cuts across every asset class, and hence needs to be consid-
ered everywhere. Moreover, investors who build sustainable
portfolios but leave out certain asset classes will not be fully di-
versified and risk building portfolios that are sub-optimal in the
longer term.

4. Incorporate sustainability in both the
core portfolio and satellites

Thematic investments are most often positioned as satellites
around a well-diversified core portfolio. They typically consist of
companies that offer specific product solutions or services
that will enable us to make the transition to a more sustainable
world (e.g. climate change mitigation or adaptation solutions, or
specific impact investments related to any of the SDGs). Our
high conviction themes related to sustainability are popular, but
we think sustainability should not end there.

Any company in the core portfolio will also be affected in
several ways by the sustainability revolution, such as technolog-
ical change, increased constraints imposed by nature, regula-
tory and policy changes, and the rise of multi-stakeholder capi-
talism. For companies, it's about building future-proof business
models. And for investors, it's about integrating a wider array of
issues through ESG analysis, to be better aware of risks and
opportunities in the core portfolio than investors who don’t
integrate them.

Most often, thematic investors look for companies for whom
sustainable solutions form the bulk of their activities, to ensure
that they have a material impact on the stock price. One of the
potential concerns with this is that such ‘pure plays’ can be
relatively rare and therefore expensive. Indeed, innovative
and young companies can either still have a small market cap or
may still be held in private hands (not yet floated). By broaden-
ing the net and looking for more established companies with
some part of their business involved in sustainable solutions, in-
vestors can still increase their exposure to sustainability-related
themes. If this is done consistently throughout the core portfo-
lio, the overall exposure to sustainability may quickly add up,
and it may be at lower valuation multiples than in the thematic
satellites.

Finally, we note that many of the thematic investments related
to sustainability developments will have a sector bias (utilities,
technology) and/or a style bias (growth stocks). Portfolios that
express all of their sustainability goals through thematics may
therefore be less diversified than portfolios that spread their sus-
tainability goals over both the thematics and the multi-asset
core portfolio holdings.
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5. Make sure your investments do what it
says on the tin (avoid greenwashing)

In a recent survey by our Global Research colleagues, 33% of
institutional investors said that the strongest reason for incorpo-
rating ESG in their process was to attract capital, while another
26% principally do it because of competition and peer pressure.
With fund assets likely to grow 3 times as fast for ESG funds
compared to non-ESG funds by 2025, this is no surprise. And of
course there is nothing wrong with trying to attract funds by
adapting to demand, as long as it is done properly.

But doing it properly can often be as much an art as a science,
as the market is still evolving, standards are not uniform, defini-
tions are blurred and open to interpretation or judgment. Along
with the profusion of fund choices, concerns about “green-
washing” have grown. The concerns are exacerbated by the
fact that ESG funds are far from homogenous - i.e. fund portfo-
lios could look very different from each other. Before reaching
any conclusions it is important that investors understand
the funds that they buy and appreciate the reasons for
variations.

@ First, there is no one common definition of ESG, even
among ESG rating agencies. Berg et al of MIT-Sloan
pointed out in their Aug 2019 paper, that correlations be-
tween the scores of six major ESG rating providers were
low, varying between 0.38 to 0.71. A company that scores
highly on one ESG rating agency's scale could be a low-
ranked ESG company on another. By way of comparison,
credit ratings would have correlations well above 0.90.

€ Second, asset managers may design portfolios differ-
ently, even where the funds have similar names. Take the
example of climate change: one fund manager designing a
climate change fund may focus on companies adapting to
climate change (and avoiding financial losses from climate
change risks), while another fund manager may focus on
companies which are in the business of providing green en-
ergy, or are developing technologies that can help mitigate
climate change. Clearly, these two approaches would result
in portfolios that look very different, though the funds may
have the same name.

€ Third, the portfolio construction method may mean that
some funds hold securities from issuers which clients
do not expect to see in an ESG fund. As an example, an
ESG fund may hold securities issued by a fossil fuel com-
pany. This could be for various reasons. The manager may
be aiming to improve the portfolio ESG score, but within a
tracking error range to the benchmark, and may wish to not
exclude sectors in their entirety. In the case of fixed income
funds, the fund may hold green bonds issued by companies
in polluting sectors - as it is the use of proceeds, rather than
the issuer sector which leads to the “green” classification.
Finally, it is possible that the manager believes that staying
invested with the fossil fuel company, and engaging with
management to drive change, is a better approach than di-
vesting. In this context, it is worth pointing out that divest-
ing the stock in the secondary market would simply mean a
change of ownership. It would not affect CO2 emissions,
nor would it immediately impact the actual capital available
to the company.

All of the above mean that ESG funds can vary quite signifi-
cantly from each other. It is critical that investors do not
simply go by the ESG fund name or label, but take the time
to properly understand the fund they are investing into and en-
sure that it aligns with their objectives. As a simple example, in-
vestors who wish to specifically exclude certain companies or
sectors would need to ensure these exclusions are hard-coded
into the fund’s mandate.

In summary, when selecting funds, we believe it is important to
follow a diligent approach, focus on thoroughly understanding
the fund managers’ approach and intent and follow that up by
analysing the resultant portfolio to ensure consistency with the
approach that has been articulated.

6. Evolve with the market

Sustainable investing has been evolving rapidly over the years,
shaped by events (oil spills, energy dependence on Russia), reg-
ulation, changing knowledge (climate change, health issues),
perceptions, focus and real world policies.

We think investors should adapt with it. The good news is that,
as the market grows, it will become more standardised and
competitive, giving investors more choice and making it more
efficient. As risks and opportunities are more clearly identified,
they should be more adequately priced. And as more asset clas-
ses and themes become investable, we see no reason why in-
vestors would not incorporate a sustainability approach across
the entirety of their portfolio.
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Disclosure concerning sustainable
investments

“Sustainable investments” include investment approaches or
instruments which consider environmental, social, governance and/or
other sustainability factors (collectively, “sustainability”) to varying
degrees. Certain instruments we include within this category may be in
the process of changing to deliver sustainability outcomes.

There is no guarantee that sustainable investments will produce returns
similar to those which don’t consider these factors. Sustainable
investments may diverge from traditional market benchmarks.

In addition, there is no standard definition of, or measurement criteria
for sustainable investments, or the impact of sustainable investments
(“sustainability impact”). Sustainable investment and sustainability
impact measurement criteria are (a) highly subjective and (b) may vary
significantly across and within sectors.

HSBC may rely on measurement criteria devised and/or reported by
third party providers or issuers. HSBC does not always conduct its
own specific due diligence in relation to measurement criteria. There is
no guarantee: (a) that the nature of the sustainability impact or
measurement criteria of an investment will be aligned with any
particular investor’s sustainability goals; or (b) that the stated level or
target level of sustainability impact will be achieved.

Sustainable investing is an evolving area and new regulations may
come into effect which may affect how an investment is categorised or
labelled. An investment which is considered to fulfil sustainable criteria
today may not meet those criteria at some point in the future.

Greenwashing risk is defined as giving a false impression or misleading
information of a product’s climate and environmental friendly
credentials and, whilst not considered a standalone risk, can manifest
through sales outcomes, marketing materials, product design and
external disclosures at product and firm level.

Risk Disclosures

Risks of investment in fixed income

There are several key issues that one should consider before making an
investment into fixed income. The risk specific to this type of investment
may include, but are not limited to:

Credit risk

Investor is subject to the credit risk of the issuer. Investor is also subject
to the credit risk of the government and/or the appointed trustee for
debts that are guaranteed by the government.

Risks associated with high yield fixed income instruments

High yield fixed income instruments are typically rated below
investment grade or are unrated and as such are often subject to a
higher risk of issuer default. The net asset value of a high-yield bond
fund may decline or be negatively affected if there is a default of any of
the high yield bonds that it invests in or if interest rates change. The
special features and risks of high-yield bond funds may also include the
following:

Capital growth risk - some high-yield bond funds may have fees and/ or
dividends paid out of capital. As a result, the capital that the fund has
available for investment in the future and capital growth may be
reduced; and

¢ Dividend distributions - some high-yield bond funds may not distribute
dividends, but instead reinvest the dividends into the fund or

alternatively, the investment manager may have discretion on whether
or not to make any distribution out of income and/ or capital of the fund.
Also, a high distribution yield does not imply a positive or high return on
the total investment.

Vulnerability to economic cycles - during economic downturns such
instruments may typically fall more in value than investment grade
bonds as (i) investors become more risk averse and (ii) default risk rises.

Risks associated with subordinated debentures, perpetual
debentures, and contingent convertible or bail-in debentures
Subordinated debentures - subordinated debentures will bear higher
risks than holders of senior debentures of the issuer due to a lower
priority of claim in the event of the issuer’s liquidation.

Perpetual debentures - perpetual debentures often are callable, do not
have maturity dates and are subordinated. Investors may incur
reinvestment and subordination risks. Investors may lose all their
invested principal in certain circumstances. Interest payments may be
variable, deferred or canceled. Investors may face uncertainties over
when and how much they can receive such payments.

Contingent convertible or bail-in debentures - Contingent convertible
and bail-in debentures are hybrid debt-equity instruments that may be
written off or converted to common stock on the occurrence of a trigger
event. Contingent convertible debentures refer to debentures that
contain a clause requiring them to be written off or converted to
common stock on the occurrence of a trigger event. These debentures
generally absorb losses while the issuer remains a going concern (i.e. in
advance of the point of non-viability). “Bail-in” generally refers to (a)
contractual mechanisms (i.e. contractual bail-in) under which
debentures contain a clause requiring them to be written off or
converted to common stock on the occurrence of a trigger event, or (b)
statutory mechanisms (i.e. statutory bail-in) whereby a national
resolution authority writes down or converts debentures under specified
conditions to common stock. Bail-in debentures generally absorb losses
at the point of non-viability. These features can introduce notable risks
to investors who may lose all their invested principal.

Changes in legislation and/or regulation
Changes in legislation and/or regulation could affect the performance,
prices and mark-to-market valuation on the investment.

Nationalisation risk

The uncertainty as to the coupons and principal will be paid on schedule
and/or that the risk on the ranking of the bond seniority would be
compromised following nationalization.

Reinvestment risk

A decline in interest rate would affect investors as coupons received and
any return of principal may be reinvested at a lower rate. Changes in
interest rate, volatility, credit spread, rating agencies actions, liquidity
and market conditions may significantly affect the prices and mark-to-
market valuation.

Risk disclosure on Dim Sum Bonds

Although sovereign bonds may be guaranteed by the China Central
Government, investors should note that unless otherwise specified,
other renminbi bonds will not be guaranteed by the China Central
Government.

Renminbi bonds are settled in renminbi, changes in exchange rates may
have an adverse effect on the value of that investment. You may not get
back the same amount of Hong Kong Dollars upon maturity of the
bond.

There may not be active secondary market available even if a renminbi
bond is listed. Therefore, you need to face a certain degree of liquidity
risk.

Renminbi is subject to foreign exchange control. Renminbi is not freely
convertible in Hong Kong. Should the China Central Government tighten
the control, the liquidity of renminbi or even renminbi bonds in Hong
Kong will be affected and you may be exposed to higher liquidity risks.
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Investors should be prepared that you may need to hold a renminbi
bond until maturity.

Risk disclosure on Emerging Markets

Investment in emerging markets may involve certain, additional risks
which may not be typically associated with investing in more
established economies and/or securities markets. Such risks include (a)
the risk of nationalization or expropriation of assets;

(b) economic and political uncertainty; (c) less liquidity in so far of
securities markets; (d) fluctuations in currency exchange rate;

(c) higher rates of inflation; (f) less oversight by a regulator of local
securities market; (g) longer settlement periods in so far as securities
transactions and (h}) less stringent laws in so far the duties of company
officers and protection of Investors.

Risk disclosure on FX Margin

The price fluctuation of FX could be substantial under certain market
conditions and/or occurrence of certain events, news or developments
and this could pose significant risk to the Customer. Leveraged FX
trading carry a high degree of risk and the Customer may suffer losses
exceeding their initial margin funds. Market conditions may make it
impossible to square/close-out FX contracts/options. Customers could
face substantial margin calls and therefore liquidity problems if the
relevant price of the currency goes against them.

Currency risk — where product relates to other currencies

When an investment is denominated in a currency other than your local
or reporting currency, changes in exchange rates may have a negative
effect on your investment.

Chinese Yuan (“CNY") risks

There is a liquidity risk associated with CNY products, especially if such
investments do not have an active secondary market and their prices
have large bid/offer spreads.

CNY is currently not freely convertible and conversion of CNY through
banks in Hong Kong and Singapore is subject to certain restrictions.
CNY products are denominated and settled in CNY deliverable in Hong
Kong and Singapore, which represents a market which is different from
that of CNY deliverable in Mainland China.

There is a possibility of not receiving the full amount in CNY upon
settlement, if the Bank is not able to obtain sufficient amount of CNY in
a timely manner due to the exchange controls and restrictions
applicable to the currency.

Illiquid markets/products

In the case of investments for which there is no recognised market,

it may be difficult for investors to sell their investments or to obtain
reliable information about their value or the extent of the risk to which
they are exposed.

Important notice

The following is subject to local requirements (if any)

This is a marketing communication issued by HSBC Private Banking.
This document does not constitute independent investment research
under the Furopean Markets in Financial Instruments Directive {'MiFID’),
or other relevant law or regulation, and is not subject to any prohibition
on dealing ahead of its distribution. HSBC Private Banking is the
principal private banking business of the HSBC Group. Private Banking
may be carried out internationally by different HSBC legal entities
according to local regulatory requirements. Different companies within
HSBC Private Banking or the HSBC Group may provide the services
listed in this document. Some services are not available in certain
locations. Members of the HSBC Group may trade in products
mentioned in this publication.

This document is provided to you for your information purposes only
and should not be relied upon as investment advice. The information
contained within this document is intended for general circulation to
HSBC Private Banking clients and it has not been prepared in light of
your personal circumstances (including your specific investment
objectives, financial situation or particular needs) and does not
constitute a personal recommendation, nor should it be relied upon as a
substitute for the exercise of independent judgement. This document
does not constitute and should not be construed as legal, tax or
investment advice or a solicitation and/or recommendation of any kind
from the Bank to you, nor as an offer or invitation from the Bank to you
to subscribe to, purchase, redeem or sell any financial instruments, or to
enter into any transaction with respect to such instruments. The content
of this document may not be suitable for your financial situation,
investment experience and investment objectives, and the Bank does
not make any representation with respect to the suitability or
appropriateness to you of any financial instrument or investment
strategy presented in this document.

If you have concerns about any investment or are uncertain about the
suitability of an investment decision, you should contact your
Relationship Manager or seek such financial, legal or tax advice from
your professional advisers as appropriate.

Market data in this document is sourced from Bloomberg unless
otherwise stated. While this information has been prepared in good faith
including information from sources believed to be reliable,

no representation or warranty, expressed or implied, is or will be made
by HSBC Private Banking or any part of the HSBC Group or by any of
their respective officers, employees or agents as to or in relation to the
accuracy or completeness of this document.

It is important to note that the capital value of, and income from, any
investment may go down as well as up and you may not get back the
original amount invested. Past performance is not a guide to future
performance. Forward-looking statements, views and opinions
expressed and estimates given constitute HSBC Private Banking's best
judgement at the time of publication, are solely expressed as general
commentary and do not constitute investment advice or a guarantee of
returns and do not necessarily reflect the views and opinions of other
market participants and are subject to change without notice. Actual
results may differ materially from the forecasts/estimates. When an
investment is denominated in a currency other than your local or
reporting currency, changes in exchange rates may have an adverse
effect on the value of that investment. There is no guarantee of positive
trading performance.

Foreign securities carry particular risks, such as exposure to currency
fluctuations, less developed or less efficient trading markets, political
instability, a lack of company information, differing auditing and legal
standards, volatility and, potentially, less liquidity.

Investment in emerging markets may involve certain additional risks,
which may not be typically associated with investing in more
established economies and/or securities markets. Such risks include (a)
the risk of nationalization or expropriation of assets;

{(b) economic and political uncertainty; (c) less liquidity in so far of
securities markets; (d) fluctuations in currency exchange rate;

(e} higher rates of inflation; (f) less oversight by a regulator of local
securities market; (g) longer settlement periods in so far as securities
transactions and (h) less stringent laws in so far the duties of company
officers and protection of Investors.

You should contact your Relationship Manager if you wish to enter into
a transaction for an investment product. You should not make any
investment decision based solely on the content of any document.
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Some HSBC Offices listed may act only as representatives of HSBC
Private Banking, and are therefore not permitted to sell products and
services, or offer advice to customers. They serve as points of contact
only. Further details are available on request.

In the United Kingdom, this document has been approved for
distribution by HSBC UK Bank plc whose Private Banking office is
located at 8 Cork Street, London W1S 3LJ and whose registered office
is at 1 Centenary Square, Birmingham, B1 THQ. HSBC UK Bank plc is
registered in England under number 09928412. Clients should be
aware that the rules and regulations made under the Financial Services
and Markets Act 2000 for the protection of investors, including the
protection of the Financial Services Compensation Scheme, do not
apply to investment business undertaken with the non-UK offices of the
HSBC Group. This publication is a Financial Promotion for the purposes
of Section 21 of the Financial Services & Markets Act 2000 and has
been approved for distribution in the United Kingdom in accordance
with the Financial Promotion Rules by HSBC UK Bank plc, which is
authorised by the Prudential Regulation Authority and regulated by the
Financial Conduct Authority and the Prudential Regulation Authority.

In Guernsey, this material is distributed by HSBC Private Banking (C.1.)
a division of HSBC Bank plc, Guernsey Branch which is licensed by the
Guernsey Financial Services Commission for Banking, Insurance
Intermediary and Investment Business. In Jersey, this material is issued
by HSBC Private Banking {(Jersey) which is a division of HSBC Bank plc,
Jersey Branch: HSBC House, Esplanade, St. Helier, Jersey, JET THS.
HSBC Bank plc, Jersey Branch is regulated by the Jersey Financial
Services Commission for Banking, General Insurance Mediation, Fund
Services and Investment Business. HSBC Bank plc is registered in
England and Wales, number 14259. Registered office 8 Canada Square,
London, E14 56HQ. HSBC Bank plc is authorised by the Prudential
Regulation Authority and regulated by the Financial Conduct Authority
and the Prudential Regulation Authority.

In France, this material is distributed by HSBC Europe Continental.
HSBC Private Banking is the private banking department of the HSBC
Group in France. HSBC Europe Continental is subject to approval and
control by the Autorité de Contrdle Prudentiel et de Résolution
[Prudential Control and Resolution Authority] as a credit entity. HSBC
Private Banking department of HSBC Continental Europe, Public Limited
Company with share capital of 491,155,980.00 €- SIREN 775 670 284
Trade and Companies Register of Paris Bank and Insurance
Intermediary registered with the Organisme pour le Registre des
Intermédiaires en Assurances [Organisation for the Register of
Insurance Intermediaries] under no. 07 005 894 (www.orias.fr) - Intra-
community VAT number: FR 707 756 702 84. HSBC Private Banking -
HSBC Europe Continental — Registered office: 38, avenue Kléber 75116
Paris- FRANCE- Tel. +33 (0) 1 49 52 20 00.

In Switzerland, this material is distributed by HSBC Private Bank
(Suisse) SA, a bank regulated by the Swiss Financial Market Supervisory
Authority FINMA, whose office is located at Quai des Bergues 9-17,
1201 Genéve, Switzerland. This document does not constitute
independent financial research, and has not been prepared in
accordance with the Swiss Bankers Association’s “Directive on the
Independence of Financial Research”, or any other relevant body of law.

In Abu Dhabi Global Markets (ADGM), this material is distributed by
HSBC Bank Middle East Limited, ADGM Branch, 3526, Al Magam
Tower, ADGM, Abu Dhabi, which is regulated by the ADGM Financial
Services Regulatory Authority (FSRA). Content in this material is
directed at Professional Clients only as defined by the FSRA and should
not be acted upon by any other person.

In Dubai International Financial Center (DIFC), this material is
distributed by HSBC Private Bank (Suisse) S.A., DIFC Branch, P.O. Box
506553 Dubai, United Arab Emirates, which is regulated by the Dubai

Financial Services Authority (DFSA) and is permitted to only deal with
Professional Clients as defined by the DFSA.

In South Africa, this material is distributed by HSBC Private Bank
(Suisse) SA’s Representative Office approved by the South African
Reserve Board (SARB) under registration no. 00252 and authorized as a
financial service provider (FSP) for the provision of Advice and
Intermediary Services by the Financial Sector Conduct Authority of
South Africa (FSCA) under registration no. 49434. The Representative
Office has its registered address at 2 Exchange Square, 85 Maude
Street, Sandown, Sandton.

In Bahrain and Qatar, this material is distributed by the respective
branches of HSBC Bank Middle East Limited, which is locally regulated
by the respective local country Central Banks and lead regulated by the
Dubai Financial Services Authority.

In Lebanon, this material is handed out by HSBC Financial Services
(Lebanon) S.A.L. ("HFLB"), licensed by the Capital Markets Authority as
a financial intermediation company Sub N°12/8/18 to carry out Advising
and Arranging activities, having its registered address at Centre Ville
1341 Building, 4th floor, Patriarche Howayek Street, Beirut, Lebanon,
P.O. Box Riad El Solh 9597.

In Hong Kong and Singapore, THE CONTENTS OF THIS DOCUMENT
HAVE NOT BEEN REVIEWED OR ENDORSED BY ANY REGULATORY
AUTHORITY IN HONG KONG OR SINGAPORE. HSBC Private Banking is
a division of Hongkong and Shanghai Banking Corporation Limited. In
Hong Kong, this document has been distributed by The Hongkong and
Shanghai Banking Corporation Limited in the conduct of its Hong Kong
regulated business. In Singapore, the document is distributed by the
Singapore Branch of The Hongkong and Shanghai Banking Corporation
Limited. Both Hongkong and Shanghai Banking Corporation Limited
and Singapore Branch of Hongkong and Shanghai Banking Corporation
Limited are part of the HSBC Group. This document is not intended for
and must not be distributed to retail investors in Hong Kong and
Singapore. The recipient(s) should qualify as professional investor(s) as
defined under the Securities and Futures Ordinance in Hong Kong or
accredited investor(s) or institutional investor(s) or other relevant
person(s) as defined under the Securities and Futures Act in Singapore.
Please contact a representative of The Hong Kong and Shanghai
Banking Corporation Limited or the Singapore Branch of The Hong
Kong and Shanghai Banking Corporation Limited respectively in respect
of any matters arising from, or in connection with this report.

Some of the products are only available to professional investors as
defined under the Securities and Futures Ordinance in Hong Kong /
accredited investor(s), institutional investor(s) or other relevant person(s)
as defined under the Securities and Futures Act in Singapore. Please
contact your Relationship Manager for more details.

The specific investment objectives, personal situation and particular
needs of any specific persons were not taken into consideration in the
writing of this document. To the extent we are required to conduct a
suitability assessment in Hong Kong where this is permitted by cross
border rules depending on your place of domicile or incorporation, we
will take reasonable steps to ensure the suitability of the solicitation
and/or recommendation. In all other cases, you are responsible for
assessing and satisfying yourself that any investment or other dealing to
be entered into is in your best interest and is suitable for you.

In all cases, we recommend that you make investment decisions only
after having carefully reviewed the relevant investment product and
offering documentation, HSBC's Standard Terms and Conditions, the
“Risk Disclosure Statement” detailed in the Account Opening Booklet,
and all notices, risk warnings and disclaimers contained in or
accompanying such documents and having understood and accepted
the nature, risks of and the terms and conditions governing the relevant
transaction and any associated margin requirements. In addition to any
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suitability assessment made in Hong Kong by HSBC {(if any), you should
exercise your own judgment in deciding whether or not a particular
product is appropriate for you, taking into account your own
circumstances (including, without limitation, the possible tax
consequences, legal requirements and any foreign exchange restrictions
or exchange control requirements which you may encounter under the
laws of the countries of your citizenship, residence or domicile and
which may be relevant to the subscription, holding or disposal of any
investment) and, where appropriate, you should consider taking
professional advice including as to your legal, tax or accounting
position. Please note that this information is neither intended to aid in
decision making for legal or other consulting questions, nor should it be
the basis of any such decision. If you require further information on any
product or product class or the definition of Financial Products, please
contact your Relationship Manager.

In Luxembourg, this material is distributed by HSBC Private Banking
(Luxembourg) SA, which is located at 16, boulevard d’Avranches, L-
1160 Luxembourg and is regulated by the Commission de Surveillance
du Secteur Financier (“CSSF").

In the United States, HSBC Private Banking offers banking products
and services through HSBC Bank USA, N.A. — Member FDIC and
provides securities and brokerage products and services through HSBC
Securities (USA) Inc., member NYSE/ FINRA/SIPC, and an affiliate of
HSBC Bank USA, N.A.

Investment products are: Not a deposit or other obligation of the
bank or any affiliates; Not FDIC insured or insured by any federal
government agency of the United States; Not guaranteed by the
bank or any of its affiliates; and are subject to investment risk,
including possible loss of principal invested.

Australia

If you are receiving this document in Australia, the products and
services are provided by The Hongkong and Shanghai Banking
Corporation Limited (ABN 65 117 925 970, AFSL 301737) for
“wholesale” customers (as defined in the Corporations Act 2001). Any
information provided is general in nature only and does not take into
account your personal needs and objectives nor whether any
investment is appropriate. The Hongkong and Shanghai Banking
Corporation Limited is not a registered tax agent. It does not purport to,
nor does it, give or provide any taxation advice or services whatsoever.
You should not rely on the information provided in the documents for
ascertaining your tax liabilities, obligations or entitlements and should
consult with a registered tax agent to determine your personal tax
obligations.

Where your location of residence differs from that of the HSBC entity
where your account is held, please refer to the disclaimer at
https://www.privatebanking.hsbc.com/disclaimer/cross-border-
disclosure for disclosure of cross-border considerations regarding your
location of residence.

No part of this publication may be reproduced, stored in a retrieval
system, or transmitted, on any form or by any means, electronic,
mechanical, photocopying, recording or otherwise, without the prior
written permission of HSBC UK Bank plc.

A complete list of private banking entities is available on our website,
https://www.privatebanking.hsbc.com.
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