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2026 INVESTMENT OUTLOOK: “ROLE REVERSAL”

As we enter 2026, HSBC Asset Management (“HSBC
AM”) believes that there will be a “role reversal” in global
investment markets, whereby performance will be
increasingly driven by fundamentals such as profit growth
rather than sentiment. A “broadening out” of market
returns can also continue amid global profits and GDP
convergence, with investor interest in emerging markets
(EMs) supported by the potential for further US dollar
weakness and exposure to Asia’s burgeoning technology
sector.

Growth is coming together

While global GDP growth is regaining strength, growth in
the US is looking less exceptional, although recession
risk is mitigated by Fed cuts and outsized levels of capital
expenditure, centred on the Al boom. A replay of the late
90s productivity boom could see stronger US growth, but
supply side constraints mean growth is likely to come
with higher inflation, especially in the context of tariffs. A
key downside risk to monitor will be the health of the US
labour market which is already showing signs of
significant cooling.

For investment markets, HSBC AM'’'s expectation of
converging global GDP and profits growth in 2026,
combined with big valuation gaps versus the US,
supports a broadening out of market returns.
Nevertheless, this does not preclude the possibility of US
returns remaining solid. US earnings may continue to be
strong amid investment in Al and although valuations
look stretched, they are not as extreme as during the
height of the dot com bubble. However, uncertainty over
the Al business model could trigger more volatility in
2026.

Asia still a growth leader

The global trade environment will be challenging in 2026,
but Asia and EMs are still likely to experience superior
growth rates. Regional trade integration is helping to
offset weaker trade with the US, while fiscal and
monetary policy remains supportive, and domestic
demand continues to be resilient. Fed cuts would open
the door to more EM central bank easing, as most EMs
are likely to follow the Fed in 2026.

China remains committed to stabilising its economy via a
wide range of targeted stimulus measures, including
fiscal support for consumers, while prioritising investment
in technology-led industries. Addressing overcapacity is
likely to be a gradual process, but should help reflate the
economy over time.

Meanwhile, India remains a star performer in the region,
with government investment a key growth driver. The
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country’s large domestic-oriented economy — boosted by
recent measure such as Goods and Services Tax (GST)
rate rationalisation — also helps shield it from global
headwinds.

Elsewhere, many Southeast Asian economies are likely
to benefit from supply chain diversification. The potential
for a semiconductor supercycle driven by the global Al
boom could be a boost to Taiwan and Korea. In Japan,
the economy is transitioning to an environment of higher
inflation and wage growth which can trigger stronger
household spending.

Conclusion: Poised for growth

Despite a challenging global trade environment, Asia and
EMs are poised for superior growth, driven by regional
trade integration, resilient domestic demand, and
supportive fiscal and monetary policies. The shift to a
multi-polar  world and economic  fragmentation
underscores the need for diversification. In summary,
Asia's robust fundamentals, proactive policies, and
technological advancements position the region as a key
driver of global growth and investment opportunities in
2026. MPF scheme members may consider to review
their investment portfolios on a regular basis to meet their
retirement objectives in the long run.

Disclail (appli

ble to the of this article):

Investment involves risks. Past performance is not indicative of future
performance. The value of financial instruments, in particular stocks and
shares, and any income from such financial instruments, may go down as
well as up. For further details including the product features and risks
involved, please refer to the relevant MPF Scheme Brochure. The content
shared in this article should not be viewed as investment
recommendation and advice. You should seek professional analysis and
advice before making any decisions related to the information shared in
this article

This document is prepared for general information purposes only and
does not have any regard to the specific investment objectives, financial
situation and the particular needs of any specific person who may receive
it. Any views and opinions expressed are subject to change without
notice. This document does not constitute an offering document and
should not be construed as a recommendation, an offer to sell or the
solicitation of an offer to purchase or subscribe to any investment. Any
forecast, projection or target where provided is indicative only and is not
guaranteed in any way. HSBC Global Asset Management (Hong Kong)
Limited ("AMHK”) accepts no liability for any failure to meet such forecast,
projection or target. AMHK has based this document on information
obtained from sources it reasonably believes to be reliable. However,
AMHK does not warrant, guarantee or represent, expressly or by
implication, the accuracy, validity or completeness of such information.
Investment involves risk. Past performance is not indicative of future
performance. Please refer to the offering document for further details
including the risk factors. This document has not been reviewed by the
Securities and Futures Commission. Copyright © HSBC Global Asset
Management (Hong Kong) Limited 2025. All rights reserved. This
document is issued by HSBC Global Asset Management (Hong Kong)
Limited.
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About Pension Schemes Association

Pension Schemes Association (the “PSA”) was established in February 2018. As the most prominent MPF sponsor
association in the industry, the PSA assumes the bridging role among stakeholders as to ensure our MPF system can fulfil
public and industry interests, and acts as a consultative body in liaising with relevant policy makers and regulatory bodies on
matters related to the development of the MPF system in Hong Kong.

Mission & Vision

Representing the MPF Community - To act as the representative body for all MPF Scheme Sponsors and industry
stakeholders in Hong Kong.

Providing thought leadership - To act as a consultative body in liaising with relevant policy makers and regulatory bodies
on matters related to the development of the MPF system in Hong Kong.

Enhancing Trust in the system - To enhance the trust and confidence in the MPF industry by partnering with industry
stakeholders to cultivate public awareness of MPF.

Disclaimer (for PSA):

This document is intended to be for information purposes only and is not intended as promotional material in any respect. It does not constitute any solicitation and offering of
investment products. The views and opinions contained herein are those author(s), and do not represent views of Pension Schemes Association (the “PSA’). The material is not
intended to provide, and should not be relied on for, investment advice or recommendation. Information contained herein is believed to be reliable, but the PSA makes no
guarantee, representation or warranty and accepts no responsibility for the accuracy and/or completeness of the information and/or opinions contained in this document,
including any third-party information obtained from sources it believes to be reliable but which has not been independently verified. In no event will the PSA be liable for any
damages, losses or liabilities including without limitation, direct or indirect, special, incidental, consequential damages, losses or liabilities, in connection with your use of this
document or your reliance on or use or inability to use the information contained in this document. This document has not been reviewed by the Securities and Futures
Commission. Any link to other third-party websites does not constitute an endorsement by the PSA of such websites or the information, product, advertising or other materials
available on those websites and the PSA accepts no responsibility for the accuracy or availability of any information provided by linked websites.
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