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Note: Short-term view (3-6 months): a relatively short-term tactical view on asset classes. Long-term view (> 12 months): a relatively long-term strategic view on asset classes.
 “Overweight” implies a positive tilt towards the asset class, within the context of a well-diversified, typically multi-asset portfolio.
 “Underweight” implies a negative tilt towards the asset class, within the context of a well-diversified, typically multi-asset portfolio.
 “Neutral” implies neither a particularly negative nor a positive tilt towards the asset class, within the context of a well-diversified, typically multi-asset portfolio.
Icons:  View on this asset class has been upgraded;  View on this asset class has been downgraded.
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Asset class Short-term view (3-6 months) Long-term view (>12 months)

Global equities 
We continue to look for marked improvement in equity 
markets as the global economy continues to reopen and we 
remain risk-on with our overweight in global equities. 


As we enter the expansion phase of the economic cycle, we have a 
preference for ‘value’ over ‘growth’ stocks, and for Europe and ASEAN 
regions based on better valuation and stronger re-opening prospects.  

Government bonds 
The outlook for DM government bonds is still poor on the 
back of negative real yields across UK gilts, German bunds, 
Japanese Government Bonds so we remain underweight. 


Although valuations have improved in 2021, as investors have priced in 
a stronger inflation outlook, relative valuations remain unfavourable and 
hedging properties are being challenged. 

Investment grade 
corporate bonds  ↓

The Fed’s hawkish pivot and higher inflation have tightened 
long-term US Treasury yields, causing spreads to be 
compressed. We are taking profit and have reduced to neutral. 


We remain underweight on investment grade bonds as valuations are 
unattractive and spreads are at historically tight levels, especially for 
longer-duration credit. 

High yield 
corporate bonds 

The search for yield continues and we are overweight high 
yield in the short term as an asset class, for more attractive 
carry and yield, although being selective is always key. 

↓
We downgrade Global, US and Europe High Yield bonds due to 
unattractive spreads and valuations. Out of the HY universe, Asia bonds 
are preferred despite some risks related to deleveraging efforts in China. 

Gold 
The moves in gold recently seems overdone on the Fed’s 
change of path which initially spooked the markets. Going 
forward we expect more range-bound trading and are neutral.

 Higher bond yields, a resilient US dollar, a reduction in global economic 
and geopolitical uncertainty remain key risks. 

Key Takeaways

 Fed policy tightening should be viewed positively because it
affirms the recovery. Inflation remains high but should normalise going
into 2022. However, volatility may arise as tapering details emerge.

 In equities, we’ve upgraded the real estate sector to Overweight.
Real estate equities should benefit from the reopening of the economy.
Financials and consumer discretionary stocks remain our pick.

 A multi-asset approach that includes a strategic allocation to high
quality bonds remains our preferred approach to investing.
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1. Why do the Fed’s comments matter?

 In the latest FOMC meeting, the Fed implies it is now in 
favour of rate hikes in 2023 and intends to begin 
tapering quantitative easing, but left the Fed funds rate 
unchanged at 0-0.25%. 

 Markets had a knee-jerk reaction to this news and risky 
assets were sold off. We believe that headline inflation is 
temporary and should normalise going into 2022. 
Further, we view the Fed becoming more optimistic on 
the economic recovery (lifting GDP growth forecast to 
7% from 6.5% and PCE Core inflation to 3%) as a 
positive development rather than a negative move.

 Over the short term, we are still overweight equities and 
high yield bonds, given favorable earnings and growth 
outlook. We like exposure to interest-rate sensitive 
sectors (financials and consumer discretionary), and 
prefer shorter duration bonds in the face of higher 
interest rates going forward.

For Client Use

Chart 1: US Inflation expectations have actually fallen since May

Source: St Louis Fed, Data from Dec 2019 till June 2021

Chart 3: Multi-asset investments can help navigate volatile markets

Source: Refinitiv Datastream, data as of 28 Jun 2021. Note: 60/40 portfolio allocates 60% to equities and 
40% to government bonds. Index: S&P 500 and Bloomberg Barclays US Treasury Index.  Investment 
involves risks. Past performance is not an indication for future. For illustrative purpose only.

2. Should investors be worried about the Fed tightening?

 We may see volatility as details emerge around the 
Fed’s intentions on reducing asset purchases. But 
investors shouldn’t be concerned if their portfolios are 
appropriately positioned and diversified.  

 The best place to be invested remains equities 
(particularly US, UK and China) thanks to the earnings 
recovery. In fact, we downgraded Investment-grade 
corporate bonds to Neutral which are relatively less 
attractive than equities. We upgraded global real estate 
with a strong preference for US and Asia.

 Longer-term investors may consider reducing exposure 
to High Yield bonds because valuations are now less 
attractive. We move to Underweight over a 12-month 
period. However, over 3-6 months, High Yield should 
still do well thanks to better corporate earnings and 
Asian High Yield remains our preference. 

3. How to brace for market volatility?

 To account for higher volatility as markets digest the 
Fed’s new path, multi-asset investing is a useful way 
to diversify risks. 

 There is still a lot of cash on the sideline (average 
savings ratio of 27%) and deploying it into 
investment is an effective way to beat inflation. 

 We are still pro-risk, with an overweight on equities 
and high yield bonds over the short term. However, 
the path of the virus is still uncertain and investors 
should be well diversified with a strategic allocation 
to high quality bonds to guard against market swings 
expected in the second half. 

Talking points
Each month, we discuss 3 key issues facing investors 
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indication for future. For illustrative purpose only.

Chart 2: Equities performance is still strong and trending up with 
economic recovery
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Asset class Short-term 
view 

Long-term 
view Comment

Global equities

Global  
Global economic recovery prospects are supported by the rollout of vaccines and the re-opening of economies. 
Markets exposed to cyclical sectors can continue to perform well even as bond yields rise. High frequency data 
generally supports economic rebound in a number of major economies. 

United States  
US indices’ greater weight to “growth” stocks makes them vulnerable to higher US bond yields. This implies 
some relative caution, although exposure to quality names, mega-cap tech, and the digital economy remains 
beneficial. 

United Kingdom  
UK equities are heavily exposed to the value and domestic factor which have scope to outperform in the current 
market environment. Services-related sectors benefit from UK’s strong cyclical rebound amid successful 
vaccination. However, Covid variants need to be monitored over summer as travel bans may resurface. 

Eurozone   Europe is on track with its path of recovery with improving Covid cases, reopening and attractive valuation. 

Japan   Structurally weak economic growth, slow vaccination and constrained monetary policy warrant a neutral stance. 

Emerging Markets
(EM)  

Outlook of EM remains mainly positive on USD weakness in the long run, but near-term challenges remain in 
ASEAN which underperformed due to severe Covid cases and reliance on its economic reliance on tourism. 

Central & Eastern 
Europe, Latin America  

EMs outside of Asia has the potential to perform well against a backdrop of global economic recovery, but new 
virus variants and slow vaccine rollout remain major headwinds.  

House views 
Our latest short-term (3-6 months) and long-term (>12 months) views on various asset classes

For Client Use

Asian equities

Asian ex-Japan  
The region is blessed with high growth, exposure to cyclical stocks tied to the global growth recovery and to 
structural themes including electric vehicles and batteries, data server demand and semiconductor manufacturing, 
coupled with a rising middle class and tech-savvy population. 

China  
Regulatory concerns and policy normalisation have not been fully removed and have become consensus risks, but 
are largely priced-in. Quality growth and under-allocation from global investors and expanding institutionalisation 
of local markets are positives for both the short and long run. 

India   Near-term outlook is uncertain due to wide-spread Covid cases. Inflation risks remain and valuation is high. 

Hong Kong  
Hong Kong remains an attractive capital market underpinned by primary and secondary market activity; cyclical 
and financial sector exposure benefits from reflation but risks of prolonged border restrictions weigh on growth. 

Singapore   A key beneficiary from global rotation into cyclical and manufacturing sectors, with attractive dividend yield.

South Korea   Korea gives beta exposure to growth via EV and tech, but is challenged by elevated Covid cases and slow vaccine. 

Taiwan   Taiwan benefits from structural digital demand in semiconductors and 5G but we are neutral on high valuation. 

Government bonds

Developed markets (DM)  
Despite recent pick-up in US Treasury yields, we do not have a positive view on this asset class as negative bond 
yields remain an unattractive feature for major government bonds including Japan, German and UK instruments.

United States  
Bond prices are unlikely to be volatile as the Fed has now demonstrated confidence in the recovery in the latest 
FOMC meeting. Yield increase in 2021 has improved prospective returns, especially for long dated US Treasuries.

United Kingdom  
The BoE is supportive in the near term and there is scope for stronger-than-expected UK economic recovery.  
However prospective risk-adjusted returns and gilt yields are unattractive in the long term. 

Eurozone   Valuations look unattractive and governments are issuing high levels of fresh debt.

Japan   Japanese government bonds (JGBs) are overvalued and the bond risk premium remains negative.

Emerging Markets 
(Local currency)  

As bond yields are at historical lows, our positive stance on EM debt is unchanged on higher yields and 
undervalued EM currencies. Divergence in virus containment and politics mean that being selective is key.

Emerging Markets
(Hard currency)  

Prospective returns are relatively high as we view EM government bond yields attractive, but it will be crucial to 
monitor economic recovery trends, US bond yields as well as the path of the US dollar. 

Corporate bonds
Global investment grade 
(IG)   ↓ 

We move global and US IG to neutral along with the Fed’s hawkish tilt and projection of inflation being transitory, 
but it remains important for investors to continue to have an allocation to IG for portfolio diversification reasons. 

USD investment grade (IG)  ↓  Long-term US Treasury yields have tightened and IG bonds spreads are compressed, hence we are taking profits. 

EUR and GBP investment
grade (IG)  

Europe and UK economies are catching up on economic recovery as the re-opening continues but spreads and 
returns are unattractive. Meanwhile we keep a close watch on corporate fundamentals and the variants of the virus.

Asia investment grade (IG)  
We have a preference for Asian credit despite the negative developments on Chinese Asset management 
companies, which negatively impacted the Chinese IG bond market, but we believe these concerns are priced-in. 

Global high-yield (HY)  ↓ We downgraded HY for the long term as default-adjusted spreads are at multi-year lows and uncertainties remain, 
implying an asymmetric return profile. In the near-term, we are still positive due to higher real yields and earnings.

US high-yield (HY)  ↓ The US economy is performing well on stimulus and low rates and we are positive in the short run, but downgraded 
in the long run as market action has compressed spreads to a level consistent with an underweight view. 

European high-yield ex UK 
(HY)  ↓ Long-term European HY bonds valuations are now consistent with an underweight position while default rates may 

tick upwards. In the short term, underlying corporate fundamentals are likely to improve if re-opening is on track.

Asia high-yield (HY)  
Asia HY can benefit from robust macro trends in the region. Default rates should remain low and spreads look 
attractive relative to other global opportunities.

Commodities

Gold  
Lower for longer rates, rising inflation risks and uncertainty relating to the recovery can support gold, with 
reasonable diversification benefits to multi-asset portfolios. However further price upside is limited as these levels.

Oil   Oil demand is still vulnerable to global growth shortfall although OPEC+ producers’ supply discipline helps prices. 
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Sector Views 
Global and regional sector views based on a 3-6 month horizon

Sector Global US Europe Asia Comment

Consumer 
Discretionary    

We expect further positive earnings revision and improving consumer sentiment driven by
pent-up demand, falling debt levels and record high savings, particularly in Asia. There may be
further gains in luxury and autos, as well as leisure and hospitality in developed markets in 2H
if re-opening momentum picks up.

Financials    

Fiscal packages in the US and Europe may help offset lower interest rates and the potential for
higher taxes in the US. Attractive valuations, high trading revenues and lower loan provisions
provide further support. Q1 US earnings were strong. Buoyant capital and real estate markets
should also provide a tailwind for the sector.

Industrials    

The Industrials sector is a key beneficiary of infrastructure stimulus and companies restocking
inventory. After strong performance over the last 12 months, upside potential is greater in
Europe and Asia than the US. Capex and investment are picking up especially with respect to
automation, infrastructure, agriculture and mining equipment.

Information 
Technology    

Valuation remains a concern for the next 1-2 quarters. That said, long-term structural trends in
digitalisation and new technologies are intact. Although semiconductor and chip shortage is
causing near-term headwinds, Infrastructure spending should benefit digital infrastructure.

Communication 
Services    

Steady cash flows and growth from increased data usage as more activity shifted on-line and
business digitalised are key drivers. Media companies are likely to see continued robust
demand. The 5G roll-out is positive for telecom equipment.

Materials    
A constructive economic outlook has lifted hard commodity prices. Infrastructure focused fiscal
stimulus plans, rebounding Chinese economy, and relatively attractive valuations should continue
to support this sector, but volatility is likely to remain elevated.

Real Estate    

We upgraded US and global real estate as demand for private residential runs strong on the
back of high savings rate and lower interest rates. Supply chain issues and materials
shortage have eased. However, commercial property suffers due to corporates reducing office
space and moving online.

Consumer Staples    

We anticipated the rotation out of defensive sectors into cyclical sectors with the rebound in
economic activity and the roll-out of vaccines. Valuations have since fallen away. Slower YoY
growth is expected in 2021 as 2020 benefitted from COVID-19 fears that drove panic buying and
stock piling of consumer essentials.

Energy    
Supply control is beneficial to energy prices and demand is picking up as economies reopen. A
nuclear weapons deal with Iran, a major oil producer, could put pressure on oil prices. We expect
geo-politics to continue to drive volatility of energy prices.

Healthcare    
Healthcare spending should remain a priority for households and governments as large backlogs 
in elective surgical procedures should drive strong growth in 2021. Medical technology and 
biotechnology companies are likely to see strong demand. However, as pandemic tailwind ebbs, 
we expect volatility to resurface regarding drug pricing.

Utilities    
After benefitting from various green initiatives, short-term potential for the sector appears. Global 
sector valuations remain relatively attractive, but the defensive sector is likely to underperform in 
the cyclical recovery.

For Client Use
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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 education information purposes only and is 
neither intended as, nor does it constitute, advice or a recommendation to buy or sell investments, as defined by the US 
Securities and Exchange Commission. For individualized tailored recommendations based on your needs or objectives, 
please contact your financial professional directly for more information.

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 
Consultant or call 888-525-5757. Read it carefully before you invest. Bonds are subject generally to interest rate, credit, 
liquidity and market risks. Investors should consider the investment objectives, risks and charges and expenses associated 
with bonds before investing. Further information about a bond is available in the issuer’s official statement. The official 
statement should be read carefully before investing. 

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.
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