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Equities
USA

US equities rose in the fourth quarter. Overall gains were robust
despite a weaker November, during which fears over rising cases of
the Omicron variant of coronavirus disease (COVID-19) and the speed
of the Federal Reserve's (Fed) asset tapering had weighed. By year-
end, these worries had largely subsided, while data continue to
indicate that the economy overall remains stable and corporate
earnings are robust. The technology sector was one of the strongest
performers over the quarter, with chipmakers especially strong. Real
estate also performed well, as investors expect e-commerce to
continue to grow and drive further demand for industrial
warehousing. Energy and financial names made more muted gains
over the quarter.

EUROPE

Eurozone stocks made gains in the fourth quarter, as a focus on
strong corporate profits and economic resilience offset worries over
the new Omicron variant. A number of countries introduced
restrictions on sectors such as travel and hospitality in order to try
and reduce the spread of the new variant. The flash composite
purchasing managers’ index hit a nine-month low of 53.4 for
December, as the service sector was affected by rising COVID-19
cases. However, equity markets drew support from early data
indicating a lower risk of severe illness. Utilities were among the top
performers with Information Technology stocks also registering
strong gains. Technology hardware and Semiconductor stocks
performed particularly well. Meanwhile, the Communication
Services and Real Estate sectors saw negative returns. UK equities
also rose over the quarter. Encouraging news around Omicron
during December saw a number of economically sensitive areas of
the market largely recoup the sharp losses they had sustained in
the initial sell-off in late November, such as the banks.
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This document has been distributed by HSBC Life (International) Limited (“the Company”) in the conduct of its regulated business in Hong Kong SAR. It is not intended for
anyone other than the recipient and should not be distributed by the recipient to any other persons. It may not be reproduced or further distributed, in whole or part, for
any purpose.

This investment performance report includes research reports prepared by HSBC Global Asset Management (Hong Kong) Limited as indicated in each of the relevant
report. The company has not been involved in the preparation of such research reports.

The information contained within this document has not been reviewed in the light of your personal financial circumstances. If you require investment advice you should
contact your professional advisers. This document is not and should not be construed as an offer to sell or solicitation of an offer to purchase or subscribe for any
investment. Expressions of opinion herein are subject to change without notice.

Companies within the HSBC Group and/or their officers, directors and employees may have positions in any financial instruments mentioned in this document and may
from time to time add to or dispose of any such financial instruments.

Companies within the HSBC Group may act as market maker of or have assumed an underwriting commitment in the securities (or related financial instruments) of any
companies discussed in this document, may sell them 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.
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ASIA

Asia ex Japan equities recorded a modest decline in the fourth quarter.
There was a broad market sell-off following the emergence of the
Omicron variant of COVID-19, which investors feared could derail the
global economic recovery. Mainland China and Hong Kong were the
worst-performing market in the quarter, as investor fears that new
lockdown restrictions would be instigated, following the rapid spread of
the new COVID-19 variant. Sentiment was also continued to be weighed
on by concerns around the property sector downturn and its contagion
on the broader economy and markets, as well as uncertainty around the
regulatory/policy front. Power crunch hit production and construction
activity, though policy interventions helped ease the shock toward later
part of the fourth quarter, allowing a rebound in manufacturing activity
against the backdrop of some signs of easing global supply-chain
bottlenecks during the quarter. Stocks in Singapore also ended the fourth
quarter in negative territory as investors continued to track developments
surrounding the new Omicron variant. Meanwhile, Taiwan and Indonesia
were the best-performing index markets in the fourth quarter and the
only two index markets to achieve gains in excess of 5% in the period. In
Taiwan, positive economic data and a rise in exports boosted investor
confidence, with chipmakers performing well.

JAPAN

After declines in October and November, the Japanese stock market
regained some ground in December to end the quarter with a total
return of -1.7%. The yen was generally weaker in the quarter. Japan
held a general election in October. Expectations for the ruling Liberal
Democratic Party’s (LDP) election performance under Mr Kishida's
leadership were modest at best. However, in the event the LDP lost
only 15 seats and retained a solid majority in its own right. The US
Fed's discussion of accelerated tapering led to some short-term
weakness in stock prices in December, despite the fact that such a
move is very unlikely to be followed by Japan in the foreseeable future.

CHINA

Mainland China and Hong Kong were the worst-performing markets in the
quarter, as investor fears that new lockdown restrictions would be
instigated, following the rapid spread of the new COVID-19 variant.
Sentiment was also continued to be weighed on by concerns around the
property sector downturn and its contagion on the broader economy and
markets, as well as uncertainty around the regulatory/policy front. Power
crunch hit production and construction activity, though policy interventions
helped ease the shock toward later part of the fourth quarter, allowing a
rebound in manufacturing activity against the backdrop of some signs of
easing global supply-chain bottlenecks during the quarter.

HONG KONG

Hong Kong market declined in the quarter, and were also weighed on
by concerns around mainland China’s growth slowdown, property
downturn and regulatory uncertainty.

Bonds & Currencies

Markets were buffeted over the quarter by persistent, elevated inflation,
hawkish central bank policy shifts and the emergence of the Omicron
variant of COVID-19. In bond markets, 10-year government yields were
largely unchanged. Yields followed a downward trajectory for most of
the quarter before reversing in the final weeks of the year as sentiment
improved. Yield curves flattened, with shorter-dated bonds hit as
central banks turned more hawkish. Most notably, Fed rhetoric turned
increasingly hawkish in November. Fed Chair Powell and other
members of the policy committee suggested tapering could be
accelerated, which it was in December, and that they may stop
referring to inflation as ‘transitory’. The US 10-year Treasury yield was
little changed for the quarter, from 1.49% to 1.51%. It reached 1.7% in
October amid elevated inflation and expectations of policy tightening,
then a low of 1.36% in early December amid fears over the Omicron
variant of COVID-19. The US 2-year yield increased from 0.28% to
0.73%.

The UK 10-year yield fell from 1.02% to 0.97%, dropping sharply in early
November as the Bank of England (BOE) unexpectedly elected not to
raise rates. The BOE did, however, raise rates in December and with
fears over the Omicron variant fading, yields rose. The 2-year yield sold
off, from 0.41% to 0.68%. In Europe, German 10-year bund yields were
relatively unchanged in the fourth quarter. European Central Bank (ECB)
President Christine Lagarde broadly affirmed dovish messages, but
comments from other ECB officials were more hawkish.

Corporate bonds lagged government bonds for the quarter. In
Investment Grade (IG), the US market saw modestly positive total
returns (local currency), but Europe weakened. US high yield was the
standout performer, with positive returns and narrowing spreads.

In EM, local currency bond vyields rose, particularly where central banks
continued to raise interest rates amid elevated levels of inflation. Central
and eastern Europe underperformed. EM currency performance was
mixed, influenced by shifting risk sentiment, despite the prospect of
higher interest rates. EM hard currency bonds declined, with high yield
significantly weaker, though IG sovereign bonds saw positive returns.
The US Dollar Index (DXY) strengthened over the quarter as the Fed
remained on a relatively more aggressive path for policy normalization.
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Summary

With many economies such as the US and China now in the
expansion phase of the economic cycle, global growth will slow in the
coming quarters amid policy normalisation. Supply-side constraints
remain a considerable challenge, with Omicron-related disruptions
potentially exacerbating existing supply strains The recovery is twin-
track, with some emerging markets (EM) facing headwinds from
central bank policy tightening and ongoing virus containment
measures. Inflation volatility continues in the near-term. But medium-
term inflation is likely to remain contained. Upside risks are more
apparent in the UK, US and some EM. The high-speed economic
cycle, and the noise in the data, creates two-way risk, the potential
for greater volatility, and 'fat tails’, making the landscape tricky to
navigate. However, stocks should continue to outperform bonds in the
mid-cycle phase. Policy normalisation and a staged rise in bond vyields
should help value and cyclical parts of the equity market. Policy
headwinds, COVID-19, the dollar outlook will weigh on EM
performance. But Asia & EM fixed income remains the stand-out
valuation opportunity.

oy Note:
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Market overview is provided by HSBC Global Asset Management (Hong Kong) Limited.

ik R-B R EJ Market Conditions Summary

( E#R#*E Return % )
2021 ¥ ENF AEFEES Year-to-date
4th Quarter 2021 31/12/2021
EBIPIEZE US equities +10.12 +26.83
BUMAEZE European equities +5.43 +16.55
HabTmMEAEZE Other Asian equities +2.67 +12.88
BABEZE Japanese equities -4.45 +1.53
FETfES USD bonds +0.27 -2.30
EBIEZE Hong Kong equities -3.67 414
L HABIRBRE S Other world bonds -1.98 -9.68 )
( HBETWEMBEH Change against the USD )
2021 F FMF AEZES Year-to-date
4th Quarter 2021 31/12/2021
HEE Pound sterling +0.45 -0.91
BT Euro -1.88 -7.05
{ HI[El Japanese yen -3.11 -10.34 )
B RHROR

BE - BEREREHOAET - BAREE 8 BAREBMNTS) ERGAUREHGERAREATINREREBR) -

B - BRERABRNESFERUARTH  BARXEESFTSREMGESTS)

Source:

Equities — FTSE World Indices measured in US dollar for Hong Kong, US, Japan and Europe market, and FTSE All-World Indices for other Asian countries and territories.
Bonds - FTSE World Government Bond Indices measured in US dollar for US bonds and other bonds.
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Asset Allocation And Fund Performance

#FEEEFIE £ Capital Guaranteed Fund
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The investment objective of the Fund is to achieve a stable
return whilst preserving capital in Hong Kong Dollar terms. The
Fund emphasises investments in bonds followed by money
market instruments such as treasury bills, bills of exchange,
commercial paper, certificates of deposit or inter-bank deposits,
while the remainder is invested in equities.

» HE£ 55 Fund Commentary «
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In the fourth quarter of 2021, global bonds increasingly priced in
more hawkish policy outlook on the back of a steady economic
recovery, stickier than expected inflation and eased concerns
from coronavirus disease (COVID-19). During the quarter, the US
Treasury vyield curve flattened during the quarter with the
shorter-end rising the most. Short-end yields rose on increased
expectations of an accelerated start to the Federal Reserve's
next rate-hiking cycle in addition to heightened inflation
expectations. The vyield curve shifted lower temporarily in
November amid threats posed by the Omicron variant of
COVID-19, but rose again in December as risk sentiment
recovered. On the other hand, 30-years yield moved inversely
and declined amid combination of rising inflation and slowing
economic growth amid spread of COVID-19.

The fund registered a negative return over the quarter. Foreign
exchange (FX) impact detracted as most G10 currencies
weakened against the USD. Elsewhere, duration exposure slightly
weighed on performance, led by exposure to US Treasuries.
Conversely, credit exposure added to performance, with positions
to financials sector faring the best.
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| H £ E¥Fl Fund Details

FEER"

3 e N:a I
Unit price" HK$115.22 # jT / MOP118.67 J&FI T
A REHRABERER s — 0 P8 77
Unit price at inception HK$100.00 # 7T / MOP103.00 J&F9 7T
HE

Launch date 24/08/2005

AEFE (B8)

N:a —
Fund size (million) MOP61.32 JFI7L
EeEH REES
Fund category Guaranteed Fund
BE AL X

Fund expense ratio (%)" 0.56

H £ KRB Fund Performance

[E] §% & Declared Rate (%)

01/01/21- 01/01/20- 01/01/19- 01/01/18- 01/01/17- 01/01/16-
31/12/21 31/12/20 31/12/19 31/12/18 3112117 31/12/16
1.30 1.45 1.35 1.50 1.45 1.15

+ X% BB HTop 10 holdings

8% Securities #HE Holdings (%)

Hong Kong Government 0.55% 05/12/2022 1.5

Hong Kong Government 1.84% 09/12/2024 10.7
Ausnet Services Holdings 3.084% 16/03/2026 8.8
Sun Hung Kai Properties (Cap) 2.32% 26/07/2026 8.6
Commonwealth Bank of Australia 2.156% 27/09/2022 8.6
Wharf REIC Finance (BVI) Limited 2.68% 13/02/2027 7.1
Societe Nationale SNCF S 2.74% 20/01/2025 7.0
Australia & New Zealand Banking Group 2.18% 16/12/2024 6.9
Hong Kong Government 2.95% 24/02/2025 5.6
DBS Group Holdings Ltd 2.80% 13/01/2022 3.5

| BES W (W {T%) Asset Allocation (market/sector)

RE RHEAM

Cash & others 21.8%

#ITfE% HKD bonds 78.2%

4

HERMBAA - LLEAFMATRETER 100
Percentage may not add up to 100 due to rounding.

REA ELASRR(ER)ERAR
Guarantor: HSBC Life (International) Limited

it Note:
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AR - BIU(EME - EEFE - BBEALEREREHE % =
(BB BRRE R -

Fund commentary, top ten holdings and asset allocation are provided by HSBC Global Asset Management (Hong
Kong) Limited. Unit price, fund size, fund expense ratio and declared rates are provided by HSBC Life
(International) Limited.
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Remarks

n

The unit price is calculated by dividing the total net asset value of the
fund by the number of units in issue. The unit price is based on the
last valuation day at the end of the quarter.

" This is an annual see-through Fund Expense Ratio for the financial
year ended on 31 December 2020.

* The risk rating is defined using a 5-point risk scale with risk rating “1”
representing the lowest risk and risk rating “b” representing the
highest risk. The risk rating is derived based on a combination of
quantitative and qualitative risk factors including price volatility, asset
allocation and liquidity.

The following provides a general description of the risk rating
categorisation.

1 = Low Risk — Minimal chance of losing a significant portion of your
capital over the term of the investment (although this is not
guaranteed). Expected to demonstrate minimal price fluctuations over
short periods of time.

2 = Low to Medium Risk — Low chance of losing a significant portion
of your capital over the term of the investment (although this is not
guaranteed). Expected to demonstrate moderately low level of price
fluctuations over short periods of time.

3 = Medium Risk — Moderate chance of losing a significant portion
of your capital over the term of the investment (although this is not
guaranteed). Expected to demonstrate moderate level of price
fluctuations over short periods of time.

4 = Medium to High Risk — Moderately high chance of losing a
significant portion of your capital over the term of the investment.
Expected to demonstrate moderately high level of price fluctuations
over short periods of time.

5 = High Risk — High chance of losing a significant portion of your
capital over the term of the investment. Expected to demonstrate
high level of price fluctuations over short periods of time.

¢ The above risk ratings are based on data up to 10 April 2021.

The risk ratings are provided by HSBC Group Management Services
Limited.

The above risk ratings are provided for reference only, normally reviewed
at least annually and may be subject to change from time to time
without any notice. The risk ratings or any changes will be made
available in the Investment Performance Report. The risk ratings
information provided above should not be regarded as investment
advice. You should not solely rely on the above risk ratings when
making any investment choices.

The Hongkong and Shanghai Banking Corporation Limited, HSBC Life
(International) Limited, HSBC Group Management Services Limited and
any member of the HSBC Group are not responsible for any loss
occasioned as a result of relying on such information as investment

R advice.
If you are in doubt about the meaning or effect of the contents of the
above information, you should seek independent professional advice.
EENT Management company
EL ASRER(BEER)ERARED QA HSBC Life (International) Limited Macau Branch
REEM Investment adviser
EERKEEEREB)ERAA HSBC Global Asset Management (Hong Kong) Limited
ZHA Depository
BB LBELRITARIDA The Hongkong and Shanghai Banking Corporation Limited
IR Distributed by
ELASREEBR)ERARREMD AR HSBC Life (International) Limited Macau Branch z
EASIEN PN EL H%{k?éﬁ%ﬂ}ﬂ/m%ff% Ist Floor, Edf. Comercial Si Toi, 619 Avenida da Praia Grande, Macau &
EE Notes §
HEHRER - FETEREARKERNEEZE 2@ T A HSRE Investment involves risks. Past performance is not indicative of future 2
BERRMDIEBEREAREAYESRTE Y WA THAF - performance. The value of financial instruments, in particular stocks and §
;\;',z . N N ’ o - e 3 shares, and any income from such financial instruments, may go down ;
BRI RRERBHEMIERNOER  S2HIE2EHTIY] as well as up. For further details including the product features and risks £
involved, please refer to the "Principal Brochure'. z
5]
[}
HES ASRE (BERR) AR QA FIE Issued by HSBC Life (International) Limited s
REREFMARZZBMRAF Incorporated in Bermuda with limited liability g



