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Summary

Macro Outlook

 Uncertainty remains highly elevated, in terms of COVID-19 developments, the business 
cycle, oil prices, and policy. There are now “multiple equilibria” for the economic 
system

 Our most likely scenario is a “swoosh” type recovery for the global economy – this 
entails a sharp rebound once lockdowns are lifted, and then a gradual pickup to pre-
crisis levels of activity

 Following the initial shock, we are already witnessing the emergence of cyclical 
winners (China, industrialised Asia) and relative losers (emerging markets ex Asia, 
smaller oil exporters, frontier economies, and the eurozone)

 The global economy needs ongoing support, with little risk of inflation in the near 
term. The biggest downside risk to this “swoosh” scenario is a policy mistake. 
“Stimulus fatigue” could set in over the second half of 2020

Central Banks

 Central banks and finance ministries have continued to provide substantial support for 
their economies

 Balance sheets at most major developed market (DM) central banks have expanded 
rapidly to accommodate government pledges to ease fiscal policy

 The European Central Bank (ECB) and Bank of Japan (BoJ) launched new liquidity 
schemes to support bank lending, particularly to SMEs

 China and India’s central banks also eased monetary policy further
 While the US Federal Reserve (Fed) and the Bank of England (BoE) discussed novel 

measures such as yield curve control and negative interest rates, they have so far been 
reluctant to put them into effect

 Amid sharply rising public debt levels, there is an increased risk of “stimulus fatigue” 
which could constrain the economic recovery from COVID-19

Key RisksKey Views 
 The fastest bear market of all time has given way to the fastest recovery, driven by a 

reduction in downside tail risks following a “whatever it takes” approach by 
policymakers and a decline in new COVID-19 cases

 We think expected returns for risky assets are attractive - investors are rewarded to 
absorb volatility in the medium- to long-term. We are overweight global equities and 
high-yield bonds on a strategic, long-term basis 

 We measure very poor prospective returns for developed market government bonds. 
The shift in policy away from rates cuts and asset purchases toward fiscal stimulus 
means that the diversification properties of global bonds could deteriorate

 Investors need to think hard about diversification. Alternatives should play a greater 
role in our asset allocations

Source: HSBC Global Asset Management, Global Investment Strategy, June 2020
The views expressed are those of HSBC Global Asset Management, they were held at the time of preparation, and are 
subject to change.
Please refer to Basis of Views and Definitions section for additional information

Delays to exit strategy
Prolonged disruption amid second wave 

of infections & vaccine delays

#AgeOfUncertainty

Uncertainty remains the pervasive and central feature of the macro 
environment. This creates episodic volatility in investment markets

The crisis “escalates” Health crisis escalates into a financial 
crisis 

Regime shifts
Permanent shifts to the functioning of 

the economy and markets (e.g.
de-globalisation, role of technology)
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Investment Views

Relative valuations and substantial policy easing still 
favour risky assets such as global equities and high-
yield corporate bonds. However, we continue to 
closely monitor the highly uncertain 
macroeconomic landscape

Equities Government bonds Corporate bonds & Alternatives Asian assets

Asset Class Strategic
view

View 
move

Tactical 
view Asset Class Strategic

view
View 
move

Tactical 
view Asset Class Strategic

view
View 
move

Tactical 
view Asset Class Strategic 

view
View 
move

Tactical 
view

Global  –  Developed 
Market (DM) 

 – Global investment grade 
(IG)

   EM Asian government 
bonds (USD)

 –

US  – US  – USD IG    Asia ex-Japan equities  –
UK  –  UK  – EUR & GBP IG    China  –
Eurozone   Eurozone  – Asia IG    India  – 
Japan   Japan  – Global high-yield  –  Hong Kong  – 
Emerging

Markets (EM)  –  EM (local 
currency)  –  US high-yield  –  Singapore  – 

CEE & Latam  – Europe high-yield  –  South Korea  –
Asia high-yield  – Taiwan  –

EM agg bond (USD)  –
Gold  –
Other commodities  
Real estate  –

View move: 
– No change
 Upgraded versus last month
 Downgraded versus last month

Source: HSBC Global Asset Management, as at June 2020, and subject to change. The views 
expressed are those of HSBC Global Asset Management, they were held at the time of preparation, 
and are subject to change.
Please refer to Basis of Views and Definitions section for additional information

 Global equities – On a strategic, longer-term basis we remain “overweight” amid recently 
improved valuations. However, we believe the eurozone and Japan face significant policy 
constraints, and have moved both regions to neutral

 Government bonds – Prospective returns look very low and there is uncertainty as to 
whether bonds can retain their diversification properties as policy support increasingly relies 
on targeted fiscal easing measures. We remain “underweight”

 Corporate bonds – We are seeing an acceleration in corporate downgrades and defaults, 
although a recent widening of spreads and central bank support means we have a more 
constructive stance relative to the beginning of 2020

View: 
 Overweight
 Neutral
 Underweight

Tactical view: 
Short-term view that can 
temporarily override longer-
term (strategic) view
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Asset Class Performance at a glance

Note: Asset class performance is represented by different indices.
Global Equities: MSCI ACWI Net Total Return USD Index. Global Emerging Market Equities: MSCI Emerging Market Net Total Return USD Index. Corporate Bonds: Bloomberg Barclays Global HY Total Return Index value unhedged. 
Bloomberg Barclays Global IG Total Return Index unhedged. Government bonds: Bloomberg Barclays Global Aggregate Treasuries Total Return Index. JP Morgan EMBI Global Total Return local currency. Commodities and real 
estate:  Gold Spot $/OZ/ Other commodities: S&P GSCI Total Return CME. Real Estate: FTSE EPRA/NAREIT Global Index TR USD. 
Source: Bloomberg, all data above as of close of 31 May 2020 in USD, total return, month-to-date terms
Please refer to Basis of Views and Definitions section for additional information

Global equities gained in May as many 
economies began easing COVID-19 
containment measures

 Government bonds – US Treasuries were little changed over the month; in Europe, 
peripheral spreads narrowed amid progress in the creation of a EU recovery fund that 
would especially benefit Italy and Spain

 Commodities – Crude oil prices rose on the back of an improving global demand 
outlook and as many producers trimmed their output

Past performance is not an indication of future performance

PUBLIC - For Client Use
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Base case views and implications

 The lockdowns adopted to suppress COVID-19 have driven US unemployment to post-WWII highs. 
US-China tensions also cloud the outlook

 Consumers have retrenched with a record increase of the saving rate. However, the US monetary 
and fiscal response has been among the most forceful globally, which should support a recovery as 
lockdowns are eased

U
S

 We hold an overweight view on US equities. Valuations have improved and 
US policy easing has been aggressive. The US also benefits from 
medical/technological resources to fight the outbreak

 We remain underweight US government bonds, although we recognise 
that Treasury valuations are attractive versus other government bond 
markets

 Eurozone countries have implemented relatively stringent lockdown measures which seems to 
have controlled the spread of the virus. The national level fiscal response has been significant, but 
co-ordinated fiscal policy remains hamstrung by political constraints

 The UK's economic policy response to the crisis has been timely and robust, although problems 
with developing adequate test-and-trace infrastructure increases the risks of a second wave of 
infections. A disruptive hard Brexit at the end of 2020 is also possible

Eu
ro

pe

 We believe a neutral strategic stance on European equities is 
warranted given political challenges and policy constraints

 UK equities, in our view, benefit from highly attractive valuations and 
a robust economic policy response to the crisis. We remain 
overweight

 China: China has seen a notable recovery from supply-side disruptions with improvements in the 
industrial, construction, real estate, tech and auto sectors, but the path is uneven and selective 
consumer (services) sectors are lagging

 India: COVID-19 has hit India’s economy hard, with case growth remaining on an upward trend 
amid constraints to mass testing and densely populated cities

 Japan: Japan along with other industrialised Asian economies have relaxed containment measures 
amid lower infection rates and appear better prepared for exit given their testing and contact 
tracing capacity

As
ia

 China: Loosening of quarantine restrictions is helping the economy get 
back on track. We continue to prefer Asian EM to other EM equity markets 
and retain our overweight view

 India: We believe a cautious tactical view on Indian equities is warranted 
given significant economic headwinds posed by the virus

 Japan: Relatively constrained policy space warrants a neutral strategic view 
on Japanese equities 

 Brazil: The country’s healthcare system has been overwhelmed by COVID-19 amid a relatively lax 
programme of containment measures. The economy is also facing headwinds from rising political 
uncertainty and low commodity prices 

 Russia: Pre-existing sluggish growth and subdued domestic demand are now challenged further by 
the sharp decline in oil prices and COVID-19 disruption

 MENA: The region’s economic growth prospects are not only constrained by the impact of COVID-
19, but also low oil prices and ongoing geopolitical risks

O
th

er
 E

M

 We think it makes sense to be selective on EM assets 

 Many EM economies (especially outside of Asia) have limited 
capacity to manage the current health and economic crises, and are 
exposed to low commodity prices and investor outflows

 Meanwhile, relative valuations versus DMs have narrowed 

 The bright spot is EM Asia where a growth recovery in China can be 
a tailwind

Base case view and implicationsMonthly macroeconomic update

Source: HSBC Global Asset Management. As at 1 June 2020. The views expressed were held at the 
time of preparation, and are subject to change.
Please refer to Basis of Views and Definitions section for additional information
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Asset class Strategic 
View Rationale Risks to consider Tactical 

view Rationale

Global


–

While the COVID-19 pandemic represents a very significant challenge for 
the global economy, lower equity prices this year
has materially increased our measure of prospective returns

Global growth risks remain tilted to the downside with high 
uncertainty about how deep and long the economic 
slowdown will be. Corporate earnings growth requires close 
monitoring

 Market volatility remains high 
and there is elevated uncertainty 
over the economic outlook

Lower developed market government bond yields has also increased the 
relative attractiveness of equities over bonds There are risks that containment measures create lasting 

damage to the supply-side of the economy

Substantial policy easing and reduced spread of COVID-19 have reduced 
downside tail risks

Many equity markets have recently recovered, dampening 
prospective returns

US 


–

US policymakers have acted in a timely and coordinated manner, with 
the US benefiting from significant economic, medical, and technological 
resources to fight the outbreak. Corporate earnings have also been 
outperforming other regions, and exposure to big tech companies has 
been beneficial

Corporate earnings are likely to come under significant 
pressure and defaults will likely increase. The length of 
containment measures and the dynamics of an economic 
recovery remain key uncertainties

Eurozone 




We downgrade to neutral amid ongoing political challenges to significant 
co-ordinated fiscal policy support, while the ECB is pushing against the 
limits of it mandate. This is in the context of the eurozone’s weak pre-
crisis economic performance, the risk of a hard Brexit later this year, and 
the potential for government pressure to maintain low dividends during 
the crisis

Eurozone containment measures have been relatively strict, 
which has hit economic activity hard. The eurozone’s 
manufacturing sector is vulnerable to the weak global 
economic environment 

Nevertheless, prospective risk-adjusted returns are attractive in our view. 
The ECB has so far been proactive and innovative in its policy approach to 
support bank liquidity and lending to the real economy, and has 
increased asset purchases. The German government has engaged in very 
significant fiscal easing

There is uncertainty over the effectiveness of contact tracing 
infrastructure in the coming months. 

Asset class positioning
Equities

Source: HSBC Global Asset Management. As at 1 June 2020. The views expressed were held at the 
time of preparation, and are subject to change.
Please refer to Basis of Views and Definitions section for additional information

View move: 
– No change
 Upgraded versus last month
 Downgraded versus last month

View: 
 Overweight
 Neutral
 Underweight

Tactical view: 
Short-term view that can 
temporarily override longer-
term (strategic) view

PUBLIC - For Client Use
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Asset class positioning
Equities cont’d
Asset class Strategic

view Rationale Risks to consider Tactical 
view Rationale

UK 

–

The UK equity risk premium (excess return over cash) remains 
comfortably above that for other developed market (DM) equities

Corporate earnings are coming under significant 
pressure and defaults will likely increase

 Uncertainty over the UK economic outlook 
is high, with UK-EU negotiations adding an 
additional layer of complexity

Low oil prices will put additional strain on 
earnings of energy companies, which have 
a proportionally high representation in UK 
equity indices

The UK government and the Bank of England (BoE) have 
implemented a comprehensive and coordinated package of 
economic stimulus measures aimed at supporting businesses and 
employment

There is a significant risk that the UK exits 
its transition period with the EU at the end 
of this year with no trade deal in place

Japan




We move to neutral as policy support is constrained relative to 
other countries by already ultra-low interest rates and a high 
government debt level. Meanwhile, Japan’s economic growth was 
very weak prior to the COVID-19 outbreak

Japan’s manufacturing sector is vulnerable to the 
very weak global economic environment

However, valuations are very attractive, in our view, while Japan 
(along with other industrialised Asian economies) has made good 
progress in tackling the spread of COVID-19 

Emerging 
Markets (EM)



–

Valuations are broadly similar to DM equities. In our view, the 
bright spot is EM Asian markets which can benefit from China’s 
growth recovery and further policy actions

From a valuation perspective, EM equities are not 
particularly cheap versus other equity markets. Many 
EMs are at an earlier stage of the COVID-19 outbreak
versus China



Many EM economies (especially outside of 
Asia) have limited capacity to manage the 
COVID-19 crisis, and are exposed to low 
commodity prices and investor outflows

Ultra-loose Fed policy and lower oil prices are significant tailwinds 
to many EM economies

The impact of the COVID-19 outbreak will lead to 
further deterioration in EM earnings. Lower oil prices 
are a major headwind to EM petro-economies. 
Overall, being selective is key

Asset class Strategic
view Rationale Positive factors to consider Tactical 

view Rationale

CEE & Latam


–

Low commodity prices is a major headwind to already weak 
growth momentum in Latin America and Russia. CEE economies 
are vulnerable to a manufacturing slowdown in Europe given 
supply chains

There is some scope for commodity prices to recover, 
particularly as China’s economy restarts

Many EM economies (mainly outside of Asia) have limited capacity 
to manage the current health and economic crises. COVID-19 case 
growth remains on an upward trend in a number of Latin American 
countries 

Despite weak healthcare systems, 
EM countries with young populations may be less 
exposed to virus-related fatalities

Source: HSBC Global Asset Management. As at 1 June 2020. The views expressed were held at 
the time of preparation, and are subject to change.
Please refer to Basis of Views and Definitions section for additional information

PUBLIC - For Client Use



7Source: HSBC Global Asset Management. As at 1 June 2020. The views expressed were held at 
the time of preparation, and are subject to change.
Please refer to Basis of Views and Definitions section for additional information

Asset class positioning
Government Bonds
Asset class Strategic 

view Rationale Positive factors to consider Tactical view Rationale

Developed 
Markets (DM)



–
Government bond prospective returns look very low and the 
market is already pricing in a very pessimistic growth 
scenario 

Major DM central banks have significantly expanded their bond 
purchase programmes, supporting demand. Inflation is
structurally subdued and should allow monetary policy to remain 
ultra-accommodative

We think governments are increasingly likely to depend on 
targeted fiscal measures to support growth, which may 
deteriorate the diversification properties of bonds 

Unexpected bad news in the COVID-19 situation could cause 
additional deterioration of investor risk appetite

US 

–
Prospective risk-adjusted returns look unattractive versus 
other asset classes. The US government is unleashing record 
levels of fiscal stimulus

Valuations look attractive to us, versus other government bond
markets, especially up to five-year bonds. Disappointing 
economic data or pandemic news could see a further rally

There is uncertainty if Treasuries can act as an effective 
diversifier asset

Low inflation and a “lower-for-longer” interest rate outlook 
should help cap yields

UK 

–
Prospective risk-adjusted returns continue to look very poor 
to us. The UK government is engaging
in massive fiscal stimulus

The Bank of England has introduced supportive policy measures 
and signalled it is ready to do more should the situation further 
deteriorate

Eurozone 

–
Valuations are unattractive and governments are easing fiscal 
policy, particularly Germany. Weak government finances in 
the periphery is a key risk

The ECB has significantly ramped up its bond-buying programme 
and signalled it is ready to do more

Japan 

–
Japanese government bonds (JGBs) are overvalued, in our 
view

The “Yield Curve Control” framework should limit volatility. The 
risk of significantly higher yields in the near term is very limited

Asset class Strategicvie
w Rationale Risks to consider Tactical view Rationale

Emerging markets 
(EM) local
currency



–
Prospective returns have increased following the recent sell-
off, mainly due to declines in most EM currencies

Diverging economic impacts from the spread of COVID-19 along 
with different political regimes in the EM universe also mean that 
being selective is key

 We think a recovery in EM 
currencies is unlikely in the near-
term. Many EM economies have 
limited capacity to manage the 
crisis

PUBLIC - For Client Use
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Asset class positioning
Investment grade corporate Bonds

Asset class Strategic 
View Rationale Risks to consider Tactical 

View Rationale

Global investment 
grade (IG)





We upgrade to overweight because of ongoing DM central bank 
buying of IG bonds amid positive price momentum, while spreads 
remain higher than the beginning of 2020

It will be crucial to monitor trends in corporate 
profitability, which could surprise to the 
downside 



Rising spreads already reflect global 
recessionary environment and deterioration in 
earnings. Downside risks remain as downgrades 
and defaults pick up

The gradual lifting of lockdowns in many economies supports the 
corporate outlook. Liquidity in IG bond markets has also recently 
improved

We maintain a defensive positioning, looking for 
higher quality issuers, and avoiding impacted 
sectors

USD investment 
grade





US IG valuations have improved this year and thus offer us 
a better margin of safety against downside economic risks. The Fed 
is purchasing IG corporate bonds for the first time 
in its history while the US government has introduced measures to 
support big businesses

US IG may come under further pressure from 
any unexpected deterioration in corporate 
fundamentals 

The pre-virus backdrop for US corporate fundamentals was broadly 
robust, with typical levels of leverage, and a healthy ability to pay 
debt interest expenses

EUR and GBP 
investment grade





EUR IG prospective returns have improved this year on the back of 
rising spreads

The ECB and the BoE have increased their net asset purchases 
substantially, including corporate bonds. These could be ramped up 
further should risks continue to mount

Moody’s expected a sharp rise in default rates in 
2020 even before the outbreak of COVID-19. It 
will be important to monitor trends in corporate 
fundamentals



Asia investment 
grade





The valuation gap versus DM counterparts has recently risen, while 
Asian corporates may outperform on the back 
of growth outperformance in the region

A stronger US dollar poses a risk, particularly for 
corporates with USD denominated debt



Source: HSBC Global Asset Management. As at 1 June 2020. The views expressed were held at 
the time of preparation, and are subject to change.
Please refer to Basis of Views and Definitions section for additional information PUBLIC - For Client Use
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Asset class positioning
High-yield corporate Bonds

Asset class Strategic
View Rationale Risks to consider Tactical 

view Rationale

Global high-yield


–

Spreads on high yield bonds are fairly high in our 
view. The credit risk premium (compensation for 
bearing corporate default risk) looks attractive. The 
Fed and ECB have implemented measures to 
support the market

Default rates are expected to increase this year, and 
it will be crucial to monitor any spillover from the 
struggling energy sector to the wider market. 

 Rising spreads already reflect global recessionary
environment and deterioration in earnings. Downside 
risks remain as downgrades and defaults pick up

We continue to prefer Asia credits to DM 

There is significant uncertainty over the extent of 
the expected deterioration in global economic 
growth and corporate fundamentals

Furthermore, we advocate a defensive positioning 
within high yield, looking for higher quality issuers, and 
avoiding impacted sectors. We are also aware of 
liquidity issues in some sectors

US high-yield 

–
Prospective risk adjusted returns are consistent 
with our overweight position. The Fed has enacted 
measures to support the market 

US HY credits remain vulnerable in a recessionary 
environment, falling corporate profits and the 
default outlook. Low oil prices pose a significant 
headwind to energy names



Asia high-yield


–

Asia HY offers a decent buffer against 
bad news given its attractive valuation 
against the opportunity set, including US 
and European HY

A stronger US dollar poses a risk, particularly for 
corporates with USD denominated debt. Many
export-dependent Asian economies are vulnerable 
to the deteriorating global growth picture

Many Asian economies have managed to contain 
the spread of COVID-19 and can benefit from a 
growth recovery in China

China’s macroeconomic performance and default 
rates need to be monitored closely

Europe high-yield


–

Valuations are consistent with our overweight 
position

Eurozone growth and underlying corporate 
fundamentals are likely to significantly deteriorate 
and default rates pick up



Monetary policy is ultra-accommodative, with the 
ECB possibly introducing measures to support the 
market this year

European political risks remain. We remain neutral 
on a tactical basis 

Source: HSBC Global Asset Management. As at 1 June 2020. The views expressed were held at the time of 
preparation, and are subject to change.
Please refer to Basis of Views and Definitions section for additional information PUBLIC - For Client Use
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Asset class Strategic 
View Rationale Risks to consider

Gold 

–
Gold futures can offer reasonable diversification benefits to multi-asset portfolios and 
have some inflation-hedging characteristics. Gold has performed fairly well since the 
outbreak of COVID-19 in the context of elevated uncertainty and lower interest rates

In our view, prospective returns on gold futures look poor. This is due to a negative 
expected roll yield (the cost of renewing futures contracts) and a negative expected 
spot-price return

Real Estate 

–
The sharp declines in real estate equity markets in March, caused by COVID-19, were 
partly reversed in April.  Nonetheless, listed property markets are around 25% below 
pre-crisis levels in USD terms. Dividend yields remain elevated, providing a wide margin 
over wider equity markets and developed market government bonds. We continue to 
believe that the market has over-discounted the negative impact that the virus will have 
on property markets globally.  For investors able to accept continued high volatility, we 
believe prospective long-run returns imply a sufficient premium over extremely low 
policy rates

COVID-19 dominates the market. Sectors such as leisure, entertainment and many 
parts of the retail market are particularly exposed.  In the short term, rental income 
from such sectors will likely fall. Some sectors, such as logistics, are experiencing 
increased demand and rent collection rates remain high.  The impact on rental 
growth and future dividends remains highly uncertain, particularly in the short term

EM agg bond 
(USD)



–
Valuations have recently improved. An ultra-dovish Fed and deteriorating 
US growth outlook can cap the upside risk to the USD

Exposure to vulnerable EMs weighs on the outlook. Defaults are expected to 
increase

Should risk-off behaviour continue, the US dollar may strengthen, particularly in 
light of heavy demand for the currency from international investors

Asset class Strategic 
View Rationale Positive factors to consider

Other 
commodities 



Although commodities look attractively priced after the recent sell off, there is very high 
uncertainty if demand and/or supply can adjust quickly enough in the near-term to 
support a price recovery

Spot commodity prices remain vulnerable to the weak global economy, although 
this may be offset by a recovery in China (the world’s biggest consumer of a number 
of commodities)

We measure a negative expected roll yield (cost of renewing futures contracts) for many 
commodities (particularly in the energy complex)

Asset class positioning
Alternatives

Source: HSBC Global Asset Management. As at 1 June 2020. The views expressed were held at the 
time of preparation, and are subject to change.
Please refer to Basis of Views and Definitions section for additional information

PUBLIC - For Client Use
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Asset class positioning
Asian assets
Asset class Strategic

View Rationale Positive factors to consider

EM Asian 
government 
bonds (USD)



–
While a cautious Fed in the US is positive for the asset class, Asian bond spreads look 
particularly tight compared with other EM regions, reducing 
their relative attractiveness

From a long-term perspective, we believe sound economic fundamentals, stable 
inflation and credit quality are supportive

Asset class Strategic 
View

Rationale Risks to consider

Asia ex-
Japan equities



–
We think this asset class offers attractive risk-adjusted returns. EM Asian economies 
can benefit from a growth recovery in China

The region is not immune to a global recession or increased US-China political 
tensions

We prefer EM Asian equities to other parts of EM Other risks include unpredictable geopolitics, commodity-price and/or currency 
volatility

China equities 

–
China has managed to contain the outbreak of COVID-19 and has continued to see a 
relatively robust recovery in economic activity, albeit with some sectors lagging 
(predominantly services)

China's National People's Congress (NPC) has announced significant fiscal and 
monetary policy measures that support the demand-side recovery with emphasis on 
employment and investment 

Chinese equities feature a high degree of skew towards the online and digital economy 
and continued catalysts include further capital market liberalisation

Although China is back to work, subdued external demand continues to weigh on 
further acceleration of industrial activity and social distancing policies may lengthen 
the recovery of consumer demand 

Labour market pressures have eased with the under-employment situation improving 
as company activity has restarted and hiring has resumed however, weak global 
demand and its effect on China's export sector remains an overhang 

Heightened tensions between US and China continue to create large uncertainties

Source: HSBC Global Asset Management. As at 1 June 2020. The views expressed were held at the time of preparation, and are subject to change.
Please refer to Basis of Views and Definitions section for additional information

PUBLIC - For Client Use
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The views expressed were held at the time of preparation, and are subject to change.
Please refer to Basis of Views and Definitions section for additional information

Asset class positioning
Asian assets cont’d
Asset class Strategic View Rationale Risks to consider Tactical 

view
Rationale

India equities 

–
Relaxation of lockdown measures have started and there are 
signs that economic activity has restarted with incremental 
improvements in mobility, transport activity and electricity 
consumption. Supply chains are improving, but still operating 
at low levels

Additional monetary and fiscal policy support including further 
easing of policy interest rates and a second stimulus package, 
has given a solid impetus to the growth momentum 

Lower oil prices provide tailwinds to Indian companies and 
government reforms include sector-specific reforms and fast-
tracking investment clearances

The total number of COVID-19 cases continue to rise at a 
nationwide level, although, four states account for the vast 
majority of cases. As a result, lockdown measures are 
expected to be gradually eased

High unemployment continues to overhang on the outlook 
for domestic consumption. Macroprudential measures have 
alleviated the slow flow of credit particularly to non bank 
financial companies and SMEs however asset quality issues 
remain 

 The spread of coronavirus has 
continued to rise in India 
despite strict nationwide 
lockdowns that were 
implemented over two 
months. India faces challenges 
in terms of health 
infrastructure and testing 
capabilities to tackle the health 
crisis. New fiscal impulse from 
stimulus packages to address 
the economic fallout is limited 

Hong Kong
equities



–
Hong Kong has avoided extensive lockdown restrictions 
following successful management of its COVID-19 outbreak 
and economic activity has largely resumed with many social 
distancing policies being lifted. The government has 
announced substantial fiscal relief and stimulus measures to 
alleviate economic damage particularly in trade and tourism 
sectors 

Accommodative global monetary policy rates ease pressure on 
Hong Kong interest rates 

The weakening labour market may impact fundamentals of 
the key property sector and Hong Kong remains exposed to 
global trade and travel which continues to see a weak 
recovery 

Short-term negative sentiment and political tensions remain 
risks 

 Hong Kong’s economy is likely 
to see a significant recession in 
H1. The economic outlook is 
very uncertain

Singapore 
equities



–
Singapore's fiscal and monetary policy stimulus have been 
significant particularly on the fiscal front. The latest package 
aims to mitigate the economic fallout particularly on saving 
jobs, albeit it does take the fiscal deficit to an unprecedented 
15% of GDP 

Singapore will relax strict lockdown measures starting in 
June. Service sectors have had large negative impacts relative 
to manufacturing industries. The fiscal policy primarily targets 
jobs, domestic consumption and hard hit sectors such as 
trade and travel, which are low weight sectors in local equity 
indexes 

Cautious phased-approach to reopening the economy will 
prolong the resumption and recovery of economic activity. 
Geopolitical tensions weigh on trade flows and external 
demand 

 Singapore is highly exposed to 
global trade conditions where 
the outlook is weak, and 
demand shocks have come 
from both slowing exports and 
weakening domestic demand. 
The recovery from the gradual 
reopening of the economy is 
likely to be slow and 
protracted 
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Asset class positioning 
Asian assets cont’d

Asset class Strategic 
view Rationale Risks to consider

South Korea 
equities



–
Korea has avoided extensive lockdown measures and concerns of a second wave of 
infections have been contained, putting risks of a sudden economic stop in the rear-
view mirror 

Corporate earnings have been relatively resilient given large exposure in technology, 
internet and health care sectors, and industrial sectors are beneficiaries of lower oil 
prices. Net foreign flows have started to bottom and portfolio positioning remains 
light 

Weaker external demand overhang on the growth momentum of export-oriented 
companies, while a prolonged recovery in international travel also weighs on 
consumer discretionary stocks. Geopolitical tensions create uncertainty, particularly 
for Korean export goods

Taiwan equities 

–
Taiwan has had less economic and social impacts from the COVID-19 pandemic with 
expectations of GDP growth for this year to stay relatively 
in-line with trend growth. 

Demand for tech has continued to be resilient as have domestic consumer confidence. 
Fiscal relief and monetary accommodate provide support for growth 

Exports for trade-exposed Taiwan have been weighed on by non-tech segments and 
generally from weaker external demand. Trade protectionism and a localisation of 
supply chains remain as medium-term risks

This commentary has been produced by HSBC Global Asset Management to provide a high level overview of the recent economic and financial market environment, and is for information purposes only. The views expressed
were held at the time of preparation; are subject to change without notice and may not reflect the views expressed in other HSBC Group communications or strategies. This marketing communication does not constitute
investment advice or a recommendation to any reader of this content to buy or sell investments nor should it be regarded as investment research. The content has not been prepared in accordance with legal requirements
designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of its dissemination. You should be aware that the value of any investment can go down as well as up and
investors may not get back the amount originally invested. Furthermore, any investments in emerging markets are by their nature higher risk and potentially more volatile than those inherent in established markets. Any
performance information shown refers to the past and should not be seen as an indication of future returns. You should always consider seeking professional advice when thinking about undertaking any form of investment.

Source: HSBC Global Asset Management. As at 1 June 2020. The views expressed were held at the time of preparation, and are subject to change.
Please refer to Basis of Views and Definitions section for additional information PUBLIC - For Client Use
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Market data
May 2020
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*Indices expressed as total returns. All others are price returns.
Sources: Bloomberg, HSBC Global Asset Management. Data as at close of business 31 May 2020.
Please refer to Basis of Views and Definitions section for additional information

Past performance is not an indication of future returns.

MTD 3M 1-year YTD 52-week 52-week Fwd
Close Change Change Change Change High Low P/E

Equity Indices (%) (%) (%) (%) (X)
World
MSCI AC World Index (USD) 509 4.1 -0.6 3.5 -9.9 581 379 20.9
North America
US Dow Jones Industrial Average 25,383 4.3 -0.1 2.3 -11.1 29,569 18,214 23.2
US S&P 500 Index 3,044 4.5 3.0 10.6 -5.8 3,394 2,192 24.3
US NASDAQ Composite Index 9,490 6.8 10.8 27.3 5.8 9,838 6,631 34.8
Canada S&P/TSX Composite Index 15,193 2.8 -6.6 -5.3 -11.0 17,971 11,173 24.5
Europe 
MSCI AC Europe (USD) 400 4.3 -6.2 -6.8 -17.5 492 307 19.0
Euro STOXX 50 Index 3,050 4.2 -8.4 -7.0 -18.6 3,867 2,303 18.2
UK FTSE 100 Index 6,077 3.0 -7.7 -15.2 -19.4 7,727 4,899 18.0
Germany DAX Index* 11,587 6.7 -2.6 -1.2 -12.5 13,795 8,256 19.0
France CAC-40 Index 4,695 2.7 -11.6 -9.8 -9.8 6,111 3,632 19.0
Spain IBEX 35 Index 7,097 2.5 -18.6 -21.2 -21.2 10,100 5,815 21.5
Italy FTSE MIB 18,198 2.9 -17.2 -8.1 -22.6 25,483 14,153 19.6
Asia Pacific
MSCI AC Asia Pacific ex Japan (USD) 476 -0.6 -6.4 -4.5 -13.8 575 384 15.3
Japan Nikkei-225 Stock Average 21,878 8.3 3.5 6.2 -7.5 24,116 16,358 19.9
Australian Stock Exchange 200 5,756 4.2 -10.6 -10.0 -13.9 7,197 4,403 20.2
Hong Kong Hang Seng Index 22,961 -6.8 -12.1 -14.6 -18.5 29,175 21,139 10.8
Shanghai Stock Exchange Composite Index 2,852 -0.3 -1.0 -1.6 -6.5 3,127 2,647 11.7
Hang Seng China Enterprises Index 9,561 -4.8 -7.2 -8.0 -14.4 11,502 8,290 8.4
Taiwan TAIEX Index 10,942 -0.5 -3.1 4.2 -8.8 12,198 8,524 16.9
Korea KOSPI Index 2,030 4.2 2.1 -0.6 -7.6 2,277 1,439 14.3
India SENSEX 30 Index 32,424 -3.8 -15.3 -18.4 -21.4 42,274 25,639 17.7
Indonesia Jakarta Stock Price Index 4,754 0.8 -12.8 -23.4 -24.5 6,468 3,912 14.3
Malaysia Kuala Lumpur Composite Index 1,473 4.7 -0.6 -10.8 -7.3 1,695 1,208 19.0
Philippines Stock Exchange PSE Index 5,839 2.4 -14.0 -26.7 -25.3 8,420 4,039 15.6
Singapore FTSE Straits Times Index 2,511 -4.3 -16.6 -19.5 -22.1 3,387 2,208 13.4
Thailand SET Index 1,343 3.2 0.2 -17.1 -15.0 1,748 969 19.8
Latam 
Argentina Merval Index 37,825 15.5 8.2 11.4 -9.2 44,471 22,061 8.6
Brazil Bovespa Index* 87,403 8.6 -16.1 -9.9 -24.4 119,593 61,691 21.6
Chile IPSA Index 3,648 -8.3 -11.5 -26.7 -21.9 5,194 2,851 14.9
Colombia COLCAP Index 1,096 -4.0 -29.3 -26.3 -34.1 1,682 881 10.1
Mexico S&P/BMV IPC Index 36,123 -1.0 -12.6 -15.5 -17.0 45,955 32,503 15.1
EEMEA
Russia MOEX Index 2,735 3.2 -1.8 2.6 -10.2 3,227 2,074 9.4
South Africa JSE Index 50,483 0.3 -1.1 -9.3 -11.6 59,273 37,178 12.8
Turkey ISE 100 Index* 105,521 4.4 -0.4 16.5 -7.8 124,537 81,936 8.5
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Market data (continued)
May 2020

PUBLIC - For Client Use

Total return includes income from dividends and interest as well as appreciation or depreciation in the price of an asset over the given period
Sources: Bloomberg, HSBC Global Asset Management. Data as at close of business 31 May 2020.

Please refer to Basis of Views and Definitions section for additional information

Past performance is not an indication of future returns.

All total returns quoted in USD terms.
Data sourced from MSCI AC World Total Return Index, MSCI USA Total Return Index, MSCI AC Europe Total Return Index, MSCI AC Asia Pacific ex Japan Total Return Index, MSCI Japan Total Return Index, MSCI Latam Total Return Index 
and MSCI Emerging Markets Total Return Index.

3-month YTD 1-year 3-year 5-year Dividend

Change Change Change Change Change Yield

Equity Indices - Total Return (%) (%) (%) (%) (%) (%)
Global equities -0.1 -9.2 5.4 16.4 29.4 2.5

US equities 3.8 -4.6 12.8 32.4 55.2 2.0

Europe equities -5.2 -16.2 -4.4 -5.0 0.1 3.3

Asia Pacific ex Japan equities -5.9 -13.2 -2.0 3.7 9.6 3.2

Japan equities 3.7 -7.1 7.0 10.3 16.5 2.5

Latam equities -25.9 -38.5 -31.9 -23.6 -18.5 4.0

Emerging Markets equities -6.9 -16.0 -4.4 -0.5 4.5 3.0

MTD 3-month 1-year YTD
Close Change Change Change Change

Bond indices - Total Return (%) (%) (%) (%)
BarCap GlobalAgg (Hedged in USD) 586 0.3 0.3 7.0 3.4
JPM EMBI Global 842 5.9 -5.4 1.8 -4.5
BarCap US Corporate Index (USD) 3,338 1.6 -0.7 10.0 3.0
BarCap Euro Corporate Index (Eur) 253 0.2 -3.2 -0.2 -2.5
BarCap Global High Yield (USD) 484 4.9 -5.2 -0.7 -6.4
BarCap US High Yield (USD) 2080 4.4 -3.4 1.3 -4.7
BarCap pan-European High Yield (USD) 447 2.8 -5.2 0.9 -6.3
BarCap EM Debt Hard Currency 423 4.6 -4.1 2.6 -3.3
Markit iBoxx Asia ex-Japan  Bond Index (USD) 216 2.2 -1.9 4.8 0.4
Markit iBoxx Asia ex-Japan  High-Yield Bond Index (USD) 262 3.1 -4.9 -0.7 -4.5
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Market data (continued)
May 2020

PUBLIC - For Client Use

Sources: Bloomberg, HSBC Global Asset Management. Data as at close of business 31 May 2020.

Please refer to Basis of Views and Definitions section for additional information

Past performance is not an indication of future returns.

End of 3-months 1-year Year End 

Bonds Close last mth. Ago Ago 2019
US Treasury yields (%)

3-Month 0.12 0.08 1.27 2.34 1.54

2-Year 0.16 0.20 0.91 1.92 1.57

5-Year 0.30 0.36 0.94 1.91 1.69

10-Year 0.65 0.64 1.15 2.12 1.92

30-Year 1.41 1.28 1.68 2.57 2.39

Developed market 10-year bond yields (%)

Japan 0.00 -0.04 -0.16 -0.10 -0.02

UK 0.18 0.23 0.44 0.89 0.82

Germany -0.45 -0.59 -0.61 -0.20 -0.19

France -0.08 -0.11 -0.29 0.21 0.12

Italy 1.47 1.76 1.10 2.67 1.41

Spain 0.56 0.72 0.28 0.71 0.46

Latest MTD 3-month 1-year YTD 52-week 52-week

Change Change Change Change High Low

Commodities (% ) (% ) (% ) (% )

Gold 1,730 2.6 9.1 32.5 14.0 1,765 1,275

Brent Oil 35.3 39.8 -30.1 -45.2 -46.5 72 16

WTI Crude Oil 35.5 88.4 -20.7 -33.7 -41.9 66 -40

R/J CRB Futures Index 132 12.8 -17.1 -24.6 -28.8 188 101

LME Copper 5,377 3.6 -4.6 -7.8 -12.9 6,343 4,371
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Market data (continued)
May 2020

PUBLIC - For Client Use

Sources: Bloomberg, HSBC Global Asset Management. Data as at close of business 31 May 2020.

Please refer to Basis of Views and Definitions section for additional information

Past performance is not an indication of future returns.

End of 3-mths 1-year Year End 52-week 52-week

Currencies (vs USD) Latest last mth. Ago Ago 2019 High Low
Developed markets 

DXY index 98.34 99.02 98.13 97.75 96.39 102.99 94.65

EUR/USD 1.11 1.10 1.10 1.12 1.12 1.15 1.06

GBP/USD 1.23 1.26 1.28 1.26 1.33 1.35 1.14

CHF/USD 1.04 1.04 1.04 1.00 1.03 1.09 1.00

CAD 1.38 1.39 1.34 1.35 1.30 1.47 1.30

JPY 107.8 107.2 107.9 108.3 108.6 112.2 101.2

AUD 1.50 1.54 1.54 1.44 1.43 1.81 1.41

NZD 1.61 1.63 1.60 1.53 1.49 1.83 1.47

Asia 

HKD 7.75 7.75 7.79 7.84 7.79 7.85 7.75

CNY 7.14 7.06 6.99 6.91 6.96 7.19 6.83

INR 75.62 75.10 72.18 69.70 71.38 76.92 68.29

MYR 4.35 4.30 4.22 4.19 4.09 4.45 4.05

KRW 1,238 1,204 1,215 1,191 1,156 1,294 1,149

TWD 30.02 29.74 30.29 31.60 29.99 31.73 29.71

Latam 

BRL 5.34 5.49 4.47 3.92 4.02 5.97 3.72

COP 3,731 3,964 3,524 3,380 3,287 4,237 3,164

MXN 22.18 24.17 19.64 19.62 18.93 25.78 18.52

ARS 68.53 66.83 62.21 44.79 59.87 68.56 41.50

EEMEA

RUB 70.14 74.36 66.84 65.44 61.95 82.87 60.88

ZAR 17.55 18.53 15.66 14.58 14.00 19.35 13.81
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Basis of Views and Definitions of ‘Asset class positioning’ tables 

 Views are based on regional HSBC Global Asset Management Asset Allocation meetings held throughout May 2020, HSBC Global Asset Management’s long-term expected return forecasts which were 
generated as at 30 April 2020, our portfolio optimisation process and actual portfolio positions.

 Icons:  View on this asset class has been upgraded   – No change    View on this asset class has been downgraded.
 Underweight, overweight and neutral classifications are the high-level asset allocations tilts applied in diversified, typically multi-asset portfolios, which reflect a combination of our long-term valuation 

signals, our shorter-term cyclical views and actual positioning in portfolios. The views are expressed with reference to global portfolios. However, individual portfolio positions may vary according to 
mandate, benchmark, risk profile and the availability and riskiness of individual asset classes in different regions. 

 “Overweight” implies that, within the context of a well-diversified typically multi-asset portfolio, and relative to relevant internal or external benchmarks, HSBC Global Asset Management has (or would 
have) a positive tilt towards the asset class.

 “Underweight” implies that, within the context of a well-diversified typically multi-asset portfolio, and relative to relevant internal or external benchmarks, HSBC Global Asset Management has (or 
would) have a negative tilt towards the asset class.

 “Neutral” implies that, within the context of a well-diversified typically multi-asset portfolio, and relative to relevant internal or external benchmarks HSBC Global Asset Management has (or would 
have) neither a particularly negative or positive tilt towards the asset class.

 For global investment-grade corporate bonds, the underweight, overweight and neutral categories for the asset class at the aggregate level are also based on high-level asset allocation considerations 
applied in diversified, typically multi-asset portfolios. However, USD investment-grade corporate bonds and EUR and GBP investment-grade corporate bonds are determined relative to the global 
investment-grade corporate bond universe.

 For Asia ex Japan equities, the underweight, overweight and neutral categories for the region at the aggregate level are also based on high-level asset allocation considerations applied in diversified, 
typically multi-asset portfolios. However, individual country views are determined relative to the Asia ex Japan equities universe as of 30 April 2020. 

 Similarly, for EM government bonds, the underweight, overweight and neutral categories for the asset class at the aggregate level are also based on high-level asset allocation considerations applied in 
diversified, typically multi-asset portfolios. However, EM Asian Fixed income views are determined relative to the EM government bonds (hard currency) universe as of 31 May 2020.

PUBLIC - For Client Use
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Important information:

The contents of this document may not be reproduced or further distributed to any person or entity, whether in whole or in part, for any purpose. All non-
authorized reproduction or use of this document will be the responsibility of the user and may lead to legal proceedings. The material contained in this 
document is for general information purposes only and does not constitute advice or a recommendation to buy or sell investments. Some of the statements 
contained in this document may be considered forward looking statements which provide current expectations or forecasts of future events. Such forward 
looking statements are not guarantees of future performance or events and involve risks and uncertainties. Actual results may differ materially from those 
described in such forward-looking statements as a result of various factors. We do not undertake any obligation to update the forward-looking statements 
contained herein, or to update the reasons why actual results could differ from those projected in the forward-looking statements. This document has no 
contractual value and is not by any means intended as a solicitation, nor a recommendation for the purchase or sale of any financial instrument in any 
jurisdiction in which such an offer is not lawful. The views and opinions expressed herein are those of HSBC Global Asset Management Global Investment 
Strategy Unit and HSBC Securities (USA) Inc. at the time of preparation, and are subject to change at any time. These views may not necessarily indicate 
current portfolios’ composition. Individual portfolios managed by HSBC Global Asset Management primarily reflect individual clients’ objectives, risk 
preferences, time horizon, and market liquidity.

The value of investments and the income from them can go down as well as up and investors may not get back the amount originally invested. Past 
performance contained in this document is not a reliable indicator of future performance while any forecasts, projections and simulations contained herein 
should not be relied upon as an indication of future results. Where overseas investments are held the rate of currency exchange may cause the value of 
such investments to go down as well as up. Investments in emerging markets are by their nature higher risk and potentially more volatile than those 
inherent in some established markets. Economies in Emerging Markets generally are heavily dependent upon international trade and, accordingly, have 
been and may continue to be affected adversely by trade barriers, exchange controls, managed adjustments in relative currency values and other 
protectionist measures imposed or negotiated by the countries 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, read all related documents 
carefully. Please consider the investment objectives, risks, charges and expenses carefully before investing. The prospectus, which contains 
this and other information, can be obtained by calling an HSBC Securities (USA) Inc. Financial Advisor or call 888-525-5757. Read it carefully 
before you invest.
Investment and certain insurance products, including annuities, are offered by HSBC Securities (USA) Inc. (HSI), member NYSE/FINRA/SIPC. In 
California, HSI conducts insurance business as HSBC Securities Insurance Services. License #: OE67746. HSI is an affiliate of HSBC Bank USA, N.A. 
Whole life, universal life, term life, and other types of insurance are provided by unaffiliated third parties and offered through HSBC Insurance Agency 
(USA) Inc., a wholly owned subsidiary of HSBC Bank USA, N.A. Products and services may vary by state and are not available in all states. California 
license #: OD36843. Investments, Annuity and Insurance Products: Are not a deposit or other obligation of the bank or any of its 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 subject 
to investment risk, including possible loss of principal invested. 

All decisions regarding the tax implications of your investment(s) should be made in consultation with your independent tax advisor.


	Investment Monthly –June 2020 Multiple equilibria
	Summary
	Macro Outlook
	Key Views
	Central Banks
	Key Risks

	Investment Views
	Asset Class Performance at a glance
	Base case views and implications
	Asset class positioning
	Government Bonds
	Investment grade corporate Bonds
	High-yield corporate Bonds
	Alternatives
	Asian assets

	Market data
	May 2020



