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Review and Outlook

Turbulence and tightening define global markets, but Canada still 
relatively well positioned in Q4 

Q3 review 

The third quarter was defined by turbulent global markets as central bankers continued to 
tighten monetary policy to tamp down inflation. The environment has also contributed to a 
decidedly risk-off tone in both equity and bond markets. But investors managed to shake off 
the worst of the volatility and many markets finished the quarter only slightly lower.  

The persistence of elevated global inflation has resulted in significant rate increases from many 
central banks in 2022. In Canada, the rate has increased to 3.25%, with further hikes expected 
in the year’s October and December meetings. In the US, the US Federal Reserve (Fed) hiked 
the target range for the federal funds rate to 3%-3.25%. Over to Europe, the European Central 
Bank made a 75-basis point rise in September, but highlighted that future decisions remained 
data dependant.  

Core inflation around the world has remained higher and stickier than expected. Canada’s 
annual inflation rate eased for the third straight month to 6.9% in September, from 7.0% in 
August, mainly because of lower gasoline prices. US inflation accelerated in September, 
predominantly on rising shelter costs. Annual US CPI inflation remained broadly flat at 8.2% 
year-over-year. Eurostat, the European Union’s statistics office, said inflation hit an average of 
10.9% across the 27-member bloc in September. 

Performance update 

Over the third quarter of 2022, despite the markets ups and downs, many asset classes 
finished the quarter almost unchanged. The Portfolios also weathered the volatility relatively 
well. At quarter-end, the Conservative Portfolio finished at 0.09% and the Aggressive Growth 
Portfolio finished at 0.83%. Looking at longer-term returns shows even more solid 
performance, despite 2022 being a challenging year. 

Tactical asset allocation moves 

There was one tactical asset allocation move in the third quarter to ensure the portfolios were 
properly positioned in current markets. Global high yield bonds were reduced in favour of cash, 
Canadian bonds and mortgages due to our cautious view that downside risks remain and 
easing in inflation will be gradual. 

Asset Class Positioning 

Asset Class Underweight Neutral Overweight 

Fixed 
Income 

Canadian Bonds 
Global Inflation Linked Bonds 

Emerging Market Debt 
Global High Yield 

Mortgages 

Equities Emerging Market
International 

Canadian Equities 
US Equities 

Other Global Real Estate 

Key takeaways 
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Using the HSBC World Selection Balanced Portfolio as a proxy, a higher cautious allocation to cash 
added value in the third quarter of 2022. Regionally within equities, US equities contributed 
positively to performance. This gain was slightly offset by Canadian equities. Our underweight in 
emerging-market equities also contributed to performance. Within fixed income, our underweight 
in global inflation-linked bonds added value. This contribution was slightly offset by our 
underweight in Canadian bonds.  

Multi-asset portfolios are now more cautiously positioned. We maintain a very modest overweight 
in domestic equities, reflecting improved valuations and macro support from a very strong labour 
market. Global equities and global fixed income are both underweight, while cash and short-term 
fixed income weights are above their long-term targets. 

Q4 outlook: evolving views on the probability of a recession globally and  
in Canada

Against this backdrop of aggressive moves from central bankers, the number one market driver 
remains inflation and its effect on interest rates. The main positive news is that a lot of negative 
sentiment is already priced into markets. Recession fears, rate hikes, and the Russian invasion of 
Ukraine will continue to keep volatility at the forefront of investors’ minds. Market expectations are 
for the Bank of Canada to raise its target for the overnight rate to 4.25% and the US federal funds 
rate to be 4.5% in early 2023.  

Source: HSBC and Bloomberg, as at October 11, 2022. Past performance is not an indication of future returns. 

Rapid rate hikes have made recession in developed western economies look inevitable. The global 
economy continues to slow, but with much more resilience in the US than in the eurozone and the 
UK.  

Our views on the prospect of a recession in the near term in Canada have also evolved. Now we 
see a slightly more elevated risk of a mild recession in Canada in 2023. However, there are still 
many factors that point to the country avoiding a recession. The four most positive factors are a 
strong job market, high consumer savings levels, solid corporate earnings, and robust commodity 
prices. 

Staying invested but with an emphasis on resilience and diversification 

We will remain in a restrictive rate environment in the near term, but we are potentially getting 
closer to the end of the rate tightening cycle. More certainty around the end of rate tightening may 
allow the market to focus on the improved valuations. 

We argue that investors should view today’s markets in the context of their longer-term financial 
goals. Making short-term investment decisions in a challenging environment like today is usually 
not prudent. Responding to short-term volatility by deviating from long-term investment plans 
rarely yields positive results.  

We encourage investors to stay invested, but with an emphasis on building resilience and 
diversification in portfolios.    
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Important Information

Issued by HSBC Investment Funds (Canada) Inc. (“HIFC”) 

HIFC is a direct subsidiary of HSBC Global Asset Management (Canada) Limited (“AMCA”) and an indirect subsidiary of HSBC Bank Canada, and 
provides its services in all provinces of Canada except Prince Edward Island. AMCA is a wholly owned subsidiary of, but separate entity from, 
HSBC Bank Canada.  

AMCA is the manager and primary investment advisor for the HSBC Mutual Funds and the HSBC Pooled Funds (collectively, the “HSBC Funds”). 
HIFC is the principal distributor of the HSBC Mutual Funds, which are also distributed through authorized dealers. HIFC also offers the HSBC 
Funds through the HSBC World Selection® Portfolio. This is a portfolio investment service under which client’s assets are invested in model 
portfolios which are comprised of investments in the Funds. AMCA provides discretionary investment management services to the model 
portfolios in the HSBC World Selection Portfolio service. Commissions, trailing commissions, management fees, investment management fees 
and expenses all may be associated with investments in the HSBC Funds and/or the HSBC World Selection Portfolio service. Please read the 
prospectus, Fund Facts, applicable account opening documentation and any other disclosures before investing in the HSBC Funds and/or the 
HSBC World Selection Portfolio service. The HSBC World Selection Portfolio service and the HSBC Funds are not guaranteed or covered by the 
Canada Deposit Insurance Corporation, HSBC Bank Canada, or any other government deposit insurer or financial institution, their values change 
frequently and past performance may not be repeated. For money market funds, there can be no assurances that the fund will be able to 
maintain its net asset value per security at a constant amount or that the full amount of your investment in the fund will be returned to you. 

The performance data of the HSBC World Selection Portfolio service model portfolios (“Portfolios”) is provided for illustration purposes only. 
Performance information is based on the performance of our standard Portfolios and not on a composite of actual client accounts. Past 
performance of the Portfolios is not indicative of future returns for the Portfolios or for actual client accounts. The indicated returns are the 
historical annual compounded total returns of the HSBC Funds including changes in unit value and reinvestment of all distributions and do not 
take into account sales, redemptions, distributions or optional charges, or income taxes payable by any unit holder in respect of the HSBC Funds 
that would have reduced returns. Any compounded rates of returns are used only to illustrate the effects of the compound growth rate and are 
not intended to reflect the future values of the HSBC Funds, the Portfolios or returns on investment. 

The material in this quarterly fund report is based on sources believed to be reliable. However, we have not independently verified such 
information and make no guarantee, representation or warranty and accept no responsibility or liability as to its accuracy or completeness. 
Unless stated otherwise, all data and charts are sourced from Bloomberg and AMCA. You are advised to obtain appropriate professional advice 
where necessary and should consult your investment representative before considering a specific transaction.  

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 that 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 AMCA 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 AMCA 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, and 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. All data is at June 30, 2022 and has been provided by AMCA 
unless stated otherwise.  

We, our affiliates and our officers, directors and employees may hold a position in any securities mentioned in this document (or in any related 
investment) and may from time to time add to or sell any such securities or investment. As well, we and our affiliates may act as market maker 
or have assumed an underwriting commitment in the securities of companies discussed in this document (or in related investments), may sell 
them to or buy them from customers on a principal basis and may also perform or seek to perform investment banking or underwriting services 
for or relating to those companies. 

® World Selection is a registered trademark of HSBC Group Management Services Limited. 
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