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Key takeaways

The dominant narrative
from 2023 was the US
economy’s resilience,
which was supported by
high levels of consumer
savings and strength in
corporate profits in
certain sectors.

In Canada, inflation also
continued to move in the
right direction. The
implications of this
suggest the Bank of
Canada is close to the
end of its tightening
strategy as economic
activity slows.
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Investment outlook points to “a problem of interest,” but a
defensive stance may bode well for selective opportunities in
2024

04 2023 review

The dominant narrative from 2023 was the US economy'’s resilience, which was
supported by high levels of consumer savings and strength of corporate profits in
certain sectors. In Canada, inflation also continued to move in the right direction. The
Consumer Price Index (CPI) rose 3.1% in October from a year earlier, down from 3.8%
in September. Consider that roughly a year earlier, CPl growth was 8%. The
implications of this suggest the Bank of Canada (BoC) is close to the end of its
tightening strategy as economic activity slows.

Turning to Europe, the European Central Bank (ECB) is now at a point where it can
pause and assess the impact of its tightening. It kept interest rates on hold last
month, saying rates are now at a level that will help bring inflation back to the 2%
target if maintained for long enough. The Bank of England (BoE) was the most
hawkish on inflation of all the major central banks. This is consistent with the slower
progress that the UK has seen on inflation and wage growth. While it left rates
unchanged at its mid-December meeting, the governor of the BoE said it was too
early to conclude that services price inflation and pay growth were on a firmly
downward path.

China's economic recovery continues to face challenges amid declines in
manufacturing activity, exports, and insufficient domestic demand. Efforts to
stimulate demand in real estate by relaxing home buying restrictions (i.e. reducing
down payment requirements) have been relatively unsuccessful and the property
market remains sluggish. Overalleconomic challenges are likely to intensify pressures
on Chinese policymakers.

Performance update

Despite volatility caused by inflationary pressures, rising interest rates, an unexpected
regional banking crisis and rising geopolitical tensions around the world, Portfolios
remained resilient and staying invested proved a sound strategy. Over the fourth
quarter, WSP Portfolios posted returns between 7.07% and 9.05%. Year-to-date, the
Portfolios are up between 8.73% and 15.82%.

Tactical asset allocation moves maintain defensive positioning

There was one tactical asset allocation move in the fourth quarter. On October b,
global high yield bonds were reduced given the risks that low-quality issuers faced
with near-peak interest rates dominating financial news.

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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The European Central
Bank kept interest rates
on hold last month,
saying rates are now at a
level that will help bring
inflation back to the 2%
target if maintained for
long enough. The Bank of
England was the most
hawkish on inflation of all
the major central banks.

China’s economic
recovery continues to
face challenges amid
declines in
manufacturing activity,
exports, and insufficient
domestic demand.

In our view, a defensive
asset allocation remains
appropriate despite
headline data holding up
better than expected. Our
portfolios maintain their
overweight to cash and
mortgages, while fixed
income is underweight,
and equities are neutral.

Date
October 5, 2023

Portfolio changes
Proceeds allocated to A
HSBC Canadian Money Market Pooled

Reduced ¥
HSBC Global High Yield
Bond Pooled Fund

Current asset class positioning

Fund

HSBC Mortgage Pooled Fund
HSBC Canadian Bond Pooled Fund

Inour view, a defensive asset allocation remains appropriate despite headline data
holding up better than expected. As result, overall asset mix is neutral. Using the
WSP Balanced Portfolio as a proxy, we are cautiously positioned with total equity
exposure now neutral to reflect reasonable valuations but also the risk of an
economic slowdown. We retain a slight overweight to Canadaand are neutral global
equities, which takes advantage of the valuation gap between Canada and the rest of
the developed world. Total fixed income is also neutral after Portfolios enacted
several purchases of bonds in 2023. Despite the sharp rally in the bond market into
year-end, valuations remain historically compelling. Within this asset class we have
extended duration while continuing to focus on government and high-quality

corporate issuers.

Asset class positioning
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As of January 2, 2024.
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Overweight A Rationale

Cash
Mortgages

Canadian
Equities

Within this asset class we
have extended duration
while continuing to focus
on Government and high-
quality corporate issuers.

Our defensive positioning in
equities reflects the
backdrop of decelerating
economic growth,
weakening profitability, and
impacts to labour markets.
We believe the Canadian
market continues to offer
good return potential on the
back of attractive
valuations, supported by
strong balance sheets and
cash flows, which translate
to attractive dividend yields.
Although valuations have
improved, weaker global
growth and high interest
rates may dampen future
rental and property values.
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Q1 2024 outlook
Equities and bonds still have the potential to offer decent returns

Monetary and credit conditions have tightened since the US Federal Reserve (Fed) began raising interest rates
in March 2022, increasing the risk of lower growth or a hard economic landing over the next 12 months. The
market appears to have concluded that US interest rates have peaked. This perspective requires a willingness
to overlook some more nuanced comments from the Federal Open Market Committee that there is still a need
to see further evidence that inflation will fall to 2% before interest rates are cut.

Although the world’s major economies are making progress toward a soft landing, where the economy slows
enough to cool inflation without choking off economic growth, our analysis suggests that there are risks to this
scenario. Current market pricing continues to anticipate a soft-landing scenario overlooking an increased risk of
recession. Hence, we are positioning for defensive growth with the view that both fixed income and equities
have potential to offer decent returns in a slower growth environment.

Our base expectation is that inflation will fall back toward central bank inflation targets over 2024. We see the
Fed making its first rate cut in the second quarter and then continuing to cut rates throughout the year. We
expect the ECB to follow the Fed in lowering rates, with the BoC and the BoE also cutting rates in 2024. We
believe further disinflation is likely to come at the price of rising unemployment, while depleting consumer
savings, tighter credit conditions and weak labour market conditions could point to a possible recession in
2024. Ongoing geopolitical conflicts also have the potential to unsettle markets.

Words of advice: Taking advantage of select longer-term opportunities remains key as markets
appear to discount a hard landing.

Given the risks and selective opportunities we have outlined, investors should navigate current conditions with
an unwavering focus on long-term goals supported by proper diversification and intelligent asset allocation This
approach recognizes that we could be in a new paradigm, with inflation and interest rates somewhat higher
than we were used to during the 2010s.
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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/orthe 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 returned 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 documentor 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 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.

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 an HSBC Mutual Fund Advisor or Representative for more details. The contents of this report should not be
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 or in 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.

Expiry date: March 31, 2024; DK2400009A / H202401012
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