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HSBC World Selection® Portfolios 
Review and Outlook
Canadian stocks outperform as global economy enters expansion phase 

Q2 review and outlook  
Over the second quarter of 2021, the Portfolios posted positive gains, our relative 
overweight position in equities added value as equity markets continued their build 
on a strong start to 2021.   

As vaccination rates rise, the global economy is entering the expansion phase of 
the economic cycle—with the US and China leading the way. Demand from the 
world’s two biggest economies for commodities, like oil, has helped to drive 
Canadian equities higher. The price of oil continued to rise in the second quarter of 
2021 amid economic reopening and supply delays. Oil ended the quarter at over 
US$73 per barrel, for a gain of 22.56% over the quarter and 70.49% in the 12 
months to June 30, 2021.

Canadian equities were up 33.85% in the 12 months to June 30, 2021 and up 
8.54% in the second quarter. US equities gained 6.95%, international equities were 
up 6.15%, and emerging markets gained 3.50% (all in Canadian dollar terms) in the 
second quarter. Canadian bonds universe was up 1.66% in the second quarter and 
down 2.43% in the 12 months to June 30, 2021. 

Index returns 

Sources: RIMES and Bloomberg Canada as at June 30, 2021. All returns in Canadian dollars, except where specified. Past performance is 
not indicative of future performance. All returns are gross. For illustrative purposes only. 

As much of the world economy transitions to the expansion phase of the business 
cycle, we believe the world will keep making good economic progress. However, 
our view is that the outlook for investment markets is potentially more challenging 
as the rapid growth in stock prices has been priced in and may start to moderate. 
We expect being well diversified and maintaining a long-term investment stance 
could be key to success going forward.   
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Key takeaways 

 HSBC World Selection 
Portfolios posted 
positive gains over the 
second quarter. 

 Second-quarter market 
activity underlined the 
importance of 
diversification—as 
economic news 
continued to improve, 
equities outpaced 
fixed income. 

 We are transitioning 
from the restoration 
phase of the economic 
cycle to the expansion 
phase.  
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Transitioning to the expansion phase 

Source: Macrobond, HSBC Asset Management, June 2021 
Investment involves risks. For Illustrative purpose only. Past performance does not guarantee future results. Any 
views expressed are subject to change without notice and does not constitute any investment recommendation. 

Inflation shock driven by small number of components, not broad price pressures 
in services sector 

Despite the US Federal Reserve pushing its forecast for core inflation in 2022 up 
marginally, our inflation expectations have not changed significantly, and our 
positive outlook remains intact. Ongoing productivity gains are a strong argument 
to support the thesis of largely inflation-free economic growth. US data is also 
pointing to underlying inflation in the services sector remaining subdued.  

Our view is for investors to consider placing higher inflation numbers in the 
context of the historic drop in growth caused by the pandemic and of the 
continued excess capacity in the economy. 

High valuations are concerning but unlikely to derail markets   

High valuations are a concern, but there are still sectors and securities that are 
attractively priced. It is important to note that as the corporate earnings picture 
improves, the market is growing into its valuation. Commodity prices are also at 
high levels, but secular trends (as opposed to cyclical trends), like China’s demand 
for resources, and the economic backdrop suggest long-term potential for some 
individual securities.  

We continue to run a pro-risk allocation in this environment. Focusing on good-
quality names remains central to our approach. The rotation away from high-flying 
tech stocks into more stable, traditional businesses, which began earlier this year, 
is firmly established. We think this is another healthy sign for the market, and it 
should continue to take some speculative excess away as investors focus 
increasingly on fundamentals as the economic picture becomes clearer.  

Diversification, patience and quality remain key 

Overall, the return potential of equities still looks more attractive than that of fixed 
income on a relative basis. Within equities we prefer North American over 
international stocks. As reopening gathers pace, we expect consumer spending to 
pick up in Canada. US index exposure to quality names, mega-cap tech, and the 
digital economy remains beneficial.  In fixed income, we still see value in higher-
quality corporate bonds. Ultimately, regardless of prevailing market conditions we 
always recommend a diversified, long-term approach to investing. 

 The rotation away from 
the high-flying digital 
economy into more 
traditional businesses is 
consolidating as the 
market recovery 
broadens. This is 
another healthy sign for 
the market. 

 Our view is for investors 
to consider placing 
higher inflation numbers 
in the context of the 
historic drop in growth 
caused by the 
pandemic.   

 While our return 
expectations have 
moderated going into 
the second half, on 
balance we remain 
optimistic. 
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Important Information

Issued by HSBC Investment Funds (Canada) Inc. 

HSBC Investment Funds (Canada) Inc. (“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 March 31, 2021 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 



Page 4

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. 

Neither MSCI nor any other party involved in or related to compiling, computing or creating the MSCI data makes any express or implied 
warranties or representations with respect to such data (or the results to be obtained by the use thereof), and all such parties hereby 
expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to 
any of such data. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in or 
related to compiling, computing or creating the data have any liability for any direct, indirect, special, punitive, consequential or any 
other damages (including lost profits) even if notified of the possibility of such damages. No further distribution or dissemination of the 
MSCI data is permitted without MSCI's express written consent. 

London Stock Exchange Group plc and its group undertakings (collectively, the “LSE Group”). © LSE Group 2021. FTSE Russell is a 
trading name of certain of the LSE Group companies. “FTSE®” “Russell®”, and “FTSE Russell®” are trademarks of the relevant LSE 
Group companies and is/are used by any other LSE Group company under license. All rights in the FTSE Russell indexes or data vest in 
the relevant LSE Group company which owns the index or the data. Neither LSE Group nor its licensors accept any liability for any errors 
or omissions in the indexes or data and no party may rely on any indexes or data contained in this communication. No further 
distribution of data from the LSE Group is permitted without the relevant LSE Group company’s express written consent. The LSE Group 
does not promote, sponsor or endorse the content of this communication. 

The S&P/TSX Composite Index tracks changes in the share price of the largest companies listed on the Toronto Stock Exchange, 
representing a broad range of industries. 

The S&P 500 or Standard & Poor's 500 Index is a market-capitalization-weighted index of the 500 largest U.S. publicly traded companies. 

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

Expiry date: October 31, 2021 DK2100380A / H202107012 


