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Key takeaways

Both the Canadian and
US equity markets
finished the third quarter
slightly lower.

The inflation picture is
continuing to improve in
developed markets, but
sticky core inflation
raises the probability of
small additional rate
hikes.

The phrase “higher for
longer” has emerged as
the dominant view when
it comes to describing
the interest rate outlook

in most markets.
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Maintaining positive outlook, but choppy global waters
encourage our defensive stance

Q3 2023 review

Both the Canadian and US equity markets finished the third quarter slightly lower,
after rising and falling over the last three months. Fears of higher interest rates acting
as a drag on future economic growth were the primary driver.

The inflation picture is continuing to improve in developed markets, but sticky core
inflation raises the probability of small additional rate hikes. The phrase “higher for

longer” has emerged as the dominant view when it comes to describing the interest
rate outlook in most markets. This means that interest rates won’t come down as fast
as the market was expecting and will remain at higher levels for a longer period.

China’s economy struggled further in Q3 despite attempts by policymakers to
stimulate growth. Industrial production faced downward pressure from weakening
external demand and a struggling property sector. Tighter credit conditions will
continue to weigh on global activity and as consumers spend more on services, this
may cause further weakness in exports for the months ahead.

Despite Q3 being challenging for most asset classes, equity markets have generally
performed well over the past 12 months.

Performance update and portfolio changes

Over the third quarter, World Selection Portfolios posted returns between -2.12% and
-1.94%. Year-to-date, the Portfolios are up between 1.56% and 6.21%.

There were four tactical asset allocation moves in the third quarter to ensure the
Portfolios were properly positioned in current global market conditions.

OnJuly 17 and August 23, US equities were reduced to realize profits from high US
equity valuations. Proceeds from the sale were redeployed to Canadian bonds which
were attractive for their higher yields, lower prices and their defensive characteristics.

On August 1, holdings in global high yield bonds were trimmed and reallocated to
Canadian bonds to reduce exposure to risky fixed income asset classes across
portfolios as economic indicators and earnings deteriorate.

On September 20, holdings in seven funds were reduced and reallocated to Canadian
bonds and mortgages. The sale proceeds were invested in Canadian, US,
international and emerging market equities along with global real estate.

This document contains the views of HSBC Global Asset Management (Canada) Limited and is distributed by HSBC Investment Funds (Canada)
Inc., which are subsidiaries of HSBC Bank Canada. This commentary provides a high-level overview of the recent economic environment and is
for information purposes only. It is a marketing communication and 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. It 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.
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Portfolio changes

Date Reduced Vv Proceeds allocated to A
July 17, 2023 HSBC U.S. Equity Pooled Fund HSBC Canadian Bond Pooled Fund
HSBC U.S. Equity Index Fund
August 1, 2023 HSBC Global High Yield Bond Pooled Fund HSBC Canadian Bond Pooled Fund
August 23, 2023 HSBC U.S. Equity Pooled Fund HSBC Canadian Bond Pooled Fund
HSBC U.S. Equity Index Fund
HSBC Canadian Equity Pooled Fund HSBC Mortgage Pooled Fund

September 20,
2023 HSBC U.S. Equity Pooled Fund HSBC Canadian Bond Pooled Fund

HSBC U.S. Equity Index Fund

HSBC International Equity Index Fund

HSBC Emerging Markets Pooled Fund
HSBC Emerging Markets Equity Index Fund
HSBC Global Real Estate Equity Pooled Fund

Current asset class positioning

In this economic and market environment, our portfolio strategy has not changed from the last quarter, and we
remain defensive in our asset mix. Some riskier asset classes such as equities and higher-yielding fixed income
continue to suggest they are pricing in a soft economic landing. This is inconsistent with our central global
scenario of an economic recession.

Ouroverweight position in cash and mortgages aims to protect capital in potential downside scenarios while
providing flexibility to take advantage of opportunities as they arise. We prefer high-quality fixed income assets,
especially core domestic and government bonds, which will act as solid diversifiers for portfolios in the coming
quarters and have the potential to outperform in the event of recession. In addition, the lower valuations and
cyclical exposure of Canadian equities should help our portfolios keep up with markets if upside scenarios
playout.

Asset class positioning
Neutral = Owverweight

Underweight ¥ A Rationale
Cash Cash
Fixed Global Inflation- Canadia  Mortgages We remain defensive within fixed income, preferring short
income Linked Bonds n Bonds duration fixed income such as mortgages and cash. Within our
Emerging Canac_lian bon_d allocation, we continue to focus on Government
Market Debt and high-quality corporate issuers.
Global High
Yield
Equities Emerging Interna-  Canadian Our defensive positioning in equities reflects the backdrop of
Market Equities | tional Equities decelerating economic growth, weakening profitability, and
Equities impacts to labour markets. We believe the Canadian market
continues to offer good return potential on the back of attractive
us - valuations, supported by strong balance sheets and cash flows,
Equities which translate to attractive dividend yields. For this reason, we
maintain a modest overweight to Canadian equities.
Other  Global Real We are underweight global real estate equities as weaker global
Estate Equities growth and higher interest rates may dampen future rental and

property values.
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We maintain our forecast
of recession in developed
markets, with Canada
facing the prospects of
perhaps a milder
recession than what is
forecast in some other
economies.

Q4 2023 outlook
Investors should expect a choppy environment

Investors should continue to expect a choppy environment over the coming six-to-12
months with data-dependent monetary policy, political uncertainty and fluctuating oil
prices. Our central scenario assumes that near-peak monetary policy in North America
and Europe, driven by inflationary concerns and tight labour markets, continue
throughout 2023 and into first half of 2024.

In Canada, elevated mortgage rates and a higher cost of living will continue to put
pressure on household and business spending. Recent GDP data reinforces that the
economy is contracting as the Bank of Canada is near the end of its rate-hiking
campaign. In the US, while economic growth has shown resilience, consumer savings
have declined, and inflation pressures have eased more significantly in recent months.
The US Federal Reserve will continue to be data-dependent in its monetary policy
decisions. Outside of North America, weak economic activity in the eurozone is likely to
continue given the near-peak European Central Bank policy rates and export challenges.
Further monetary easing cannot be ruled out in China, while more fiscal support is
needed to sustain a recovery. We maintain our forecast of recession in developed
markets, with Canada facing the prospects of perhaps a milder recession than what is
forecast in some other economies.

According to the OECD, interest rate hikes are working their way through the global
economy and are projected to slow the pace of global expansion from 3% this year to
2.7% in 2024.

Overall, we continue to expect tighter financial conditions, inducing recession in the
global economy over the year ahead. As economic indicators and earnings deteriorate
(the desired outcome of tightening monetary policy) we expect a more favorable
environment for North American government, corporate and investment grade bonds.
Compared to the previous quarter, global equity valuations are no longer unreasonable.
However, as economies continue to show signs of contraction, the earnings outlook
should continue to become vulnerable.

Words of advice: Cautiously positioned and fully focused on quality
opportunities for capital appreciation

On balance, we believe the way to navigate uncertain markets is by being fully focused
on quality in ways that encourage long-term capital appreciation while retaining the
ability to act decisively when conditions warrant. We also retain our ongoing commitment
to building diversification and resilience into our portfolios in order to encourage investors
to remain confidently invested for the long term.
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Important Information for Investors

This report has been prepared by HSBC Global Asset Management (Canada) Limited (“AMCA") and is distributed by and/or made available to
clients of HSBC Investment Funds (Canada) Inc. (“HIFC”), (“we" refers to AMCA and HIFC, collectively).

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 notbe 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 retumed to you.

The material contained in this document or video is for general information purposes only and does notconstitute advice or a recommendation to
buy orsell investments. Some of the statements contained in this document or video may be considered forward-looking statements which provide
current expectations orforecasts of future events. Such forward-looking statements are notguarantees 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 documentor video has no contractual value and is notby 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.

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 ourstandard Portfolios and not on acomposite 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 retuns 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.

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.

The material in this quarterly fund report is based on sources believed to be reliable. However, we have notindependently 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 is sourced from Statistics Canada, the US Federal Reserve, the Bank of Canadaand AMCA. You are advised to obtain appropriate
professional advice where necessary and should consult your investment representative before considering a specific transaction.

All products and services of HIFC and AMCA are only available for sale to residents of Canada unless the laws of a foreign jurisdiction permit sales
to its residents. Please contact a mutual fund representative for more details. The contents of this report should notbe considered an offer to sell
or a solicitation to buy products or services to any person in a jurisdiction where such offer or solicitation is considered unlawful.

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

The contents of this documentor video may not be reproduced or further distributed to any person or entity, whether in whole orin part, for any
purpose or otherwise, without the prior written permission of HIFC and AMCA. All non-authorized reproduction or use of this document or video
will be the responsibility of the user and may lead to legal proceedings.
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