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The ‘risk on –
 

risk off’
 

(RORO) index, a proxy for correlation across asset 
classes, has rebounded and is at a historical high: implying that “risk 
on/risk off”

 
pattern to persist and may be amplified

Source: HSBC Global Research, Bloomberg, March 2011
Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially 
from the forecasts/estimates. Views, opinions, trends and prices

 

are subject to change without notice and are expressed solely as general market commentary and do 
not constitute investment advice or guarantee of returns. We can

 

give no assurance that those expectations reflected in those forward-looking statements will prove 
to have been correct or come to fruition, and you are cautioned not to place undue reliance on such statements. We undertake no obligation to publicly update or 
revise any forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.

The Risk On –

 

Risk Off (RORO) index remains close to historical highs
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“Normal”
 

market correlation

Source: HSBC Global Markets, Bloomberg, Oct 2010
Note: Investors are reminded that there can be no assurance that economic conditions described herein will remain in the future. Actual results may differ materially from the 
forecasts/estimates. Views, opinions, trends and prices are subject to change without notice and are expressed solely as general market commentary and do not constitute investment 
advice or guarantee of returns. We can give no assurance that those expectations reflected in those forward-looking statements will prove to have been correct or come to fruition, and you 
are cautioned not to place undue reliance on such statements. We undertake no obligation to publicly update or revise any forward-looking statements contained in this document or any 
other related document whether as a result of new information, future events or otherwise.



HNK-20/05/2011-27 4

The current state of play –
 

high correlations persist

Source: HSBC Global Markets, Bloomberg, Oct 2010
Note: Investors are reminded that there can be no assurance that economic conditions described herein will remain in the future. Actual results may differ materially from the 
forecasts/estimates. Views, opinions, trends and prices are subject to change without notice and are expressed solely as general market commentary and do not constitute investment 
advice or guarantee of returns. We can give no assurance that those expectations reflected in those forward-looking statements will prove to have been correct or come to fruition, and you 
are cautioned not to place undue reliance on such statements. We undertake no obligation to publicly update or revise any forward-looking statements contained in this document or any 
other related document whether as a result of new information, future events or otherwise.
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A Buy-And-Hold Strategy May Prove To Be Dangerous In A Risk-
 On/Risk Off Environment

Source: Bloomberg, Apr 2011
Note: Investors are reminded that there can be no assurance that economic conditions described herein will remain in the future. Actual results may differ materially from the 
forecasts/estimates. Views, opinions, trends and prices are subject to change without notice and are expressed solely as general market commentary and do not constitute investment 
advice or guarantee of returns. We can give no assurance that those expectations reflected in those forward-looking statements will prove to have been correct or come to fruition, and you 
are cautioned not to place undue reliance on such statements. We undertake no obligation to publicly update or revise any forward-looking statements contained in this document or any 
other related document whether as a result of new information, future events or otherwise.
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What went up together (gold, stocks, AUD and copper) came down 
together as sub-prime crisis became the Global Financial Crisis

Source: Bloomberg, April 2011
Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially from 
the forecasts/estimates. Views, opinions, trends and prices are subject to change without notice and are expressed solely as general market commentary and do not 
constitute investment advice or guarantee of returns. We can give no assurance that those expectations reflected in those forward-looking statements will prove to have 
been correct or come to fruition, and you are cautioned not to place undue reliance on such statements. We undertake no obligation to publicly update or revise any 
forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.
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Buy and hold as a passive, index-based  investor doesn’t necessarily 
work: some examples

•
 

2009 ended a decade (1999-2009) where for the first time in      
history, the S&P 500 index finished with a loss. 

•
 

2009 was  the only time the Dow Jones ended a 10-year period with a loss since 
the 
great depression (1930-1940).              

•
 

So, does this mean that Warren Buffett’s
 

buy and hold theory    
for compounding wealth is dead? 

•
 

Does this mean that the theory on buying the index for positive returns in the 
long term does not work? 

Source: HSBC Private Bank, April 2011
The above information is for your information only and is not and should not be construed as an offer to sell or solicitation of

 

an offer to purchase or subscribe for any investment. 
Please note that the information contained herein has not been reviewed in the light of your personal circumstances.  Views, opinions, trends and prices are subject to change 
without notice and are expressed solely as general market commentary and do not constitute investment advice or guarantee of returns.  Please consider all the terms and 
conditions governing the relevant investment(s) before making any investment decision.
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DJIA return from 1967 to 1980 excluding dividends was flat

Source: Bloomberg, April 2011
Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially from 
the forecasts/estimates. Views, opinions, trends and prices are subject to change without notice and are expressed solely as general market commentary and do not 
constitute investment advice or guarantee of returns. We can give no assurance that those expectations reflected in those forward-looking statements will prove to have 
been correct or come to fruition, and you are cautioned not to place undue reliance on such statements. We undertake no obligation to publicly update or revise any 
forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.
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Identifying quality stocks at an attractive valuation is key: Buffett
 bought beaten down stocks post Dot.com

 
& during Great Financial 

Crisis (GFC)

•

 
Shares of Warren Buffett’s

 
Berkshire Hathaway far outperformed the benchmark S&P 500 

stock index over the 1999-2009 decade.

•

 
Buffett

 
achieved a gain of 76.8% while  the S&P lost 24.1% over the same ten year period.                           

Source: Bloomberg, April 2011
Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially from 
the forecasts/estimates. Views, opinions, trends and prices are subject to change without notice and are expressed solely as general market commentary and do not 
constitute investment advice or guarantee of returns. We can give no assurance that those expectations reflected in those forward-looking statements will prove to have 
been correct or come to fruition, and you are cautioned not to place undue reliance on such statements. We undertake no obligation to publicly update or revise any 
forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.
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Buffett
 

shows research and market timing are key to investing
•

 
Other factors to consider when investing include currency trends

•

 
Currency moves can negate or enhance returns for offshore investments  

USD/JPY vs. Nikkei 225: Weaker yen aids stocks but erodes gains in USD terms

Source: Bloomberg, April 2011
Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially from 
the forecasts/estimates. Views, opinions, trends and prices are subject to change without notice and are expressed solely as general market commentary and do not 
constitute investment advice or guarantee of returns. We can give no assurance that those expectations reflected in those forward-looking statements will prove to have 
been correct or come to fruition, and you are cautioned not to place undue reliance on such statements. We undertake no obligation to publicly update or revise any 
forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.
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Global Equity Market Outlook: Broadly Positive Underpinned By 
Maintenance Of Expanded Fed Balance Sheet After QE2 Ends
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US ISM non-manufacturing (services represents 2/3 of US GDP) took a 
sharp dip to 52.8 in March; services will likely remain weak for

 
a while

ISM Non-Manufacturing 

Source: Bloomberg, May 2011
Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially 
from the forecasts/estimates. Views, opinions, trends and prices

 

are subject to change without notice and are expressed solely as general market commentary and do 
not constitute investment advice or guarantee of returns. We can

 

give no assurance that those expectations reflected in those forward-looking statements will prove to 
have been correct or come to fruition, and you are cautioned not

 

to place undue reliance on such statements. We undertake no obligation to publicly update or revise 
any forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.
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US house price declines accelerating

Source: Bloomberg, May 2011
Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially 
from the forecasts/estimates. Views, opinions, trends and prices

 

are subject to change without notice and are expressed solely as general market commentary and do 
not constitute investment advice or guarantee of returns. We can

 

give no assurance that those expectations reflected in those forward-looking statements will prove to 
have been correct or come to fruition, and you are cautioned not

 

to place undue reliance on such statements. We undertake no obligation to publicly update or revise 
any forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.

US House Price
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US unemployment insurance claims struggling to drop below 400k level

Initial Unemployment Insurance Claims (4 week average) vs

 

change in non-farm employment (thousands)

Source: Bloomberg, May 2011
Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially 
from the forecasts/estimates. Views, opinions, trends and prices

 

are subject to change without notice and are expressed solely as general market commentary and do 
not constitute investment advice or guarantee of returns. We can

 

give no assurance that those expectations reflected in those forward-looking statements will prove to 
have been correct or come to fruition, and you are cautioned not

 

to place undue reliance on such statements. We undertake no obligation to publicly update or revise 
any forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.
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Core inflation has barely risen: the Fed will stay on ‘hold’
 

till end-2011

Source: Bloomberg, May 2011
Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially 
from the forecasts/estimates. Views, opinions, trends and prices

 

are subject to change without notice and are expressed solely as general market commentary and do 
not constitute investment advice or guarantee of returns. We can

 

give no assurance that those expectations reflected in those forward-looking statements will prove to 
have been correct or come to fruition, and you are cautioned not

 

to place undue reliance on such statements. We undertake no obligation to publicly update or revise 
any forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.

US Consumer Price Index



HNK-20/05/2011-27 17

…pushing short-term US interest rates lower…

US Interest rate expectations have fallen back

Source: Bloomberg, May 2011
Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially 
from the forecasts/estimates. Views, opinions, trends and prices

 

are subject to change without notice and are expressed solely as general market commentary and do 
not constitute investment advice or guarantee of returns. We can

 

give no assurance that those expectations reflected in those forward-looking statements will prove to 
have been correct or come to fruition, and you are cautioned not

 

to place undue reliance on such statements. We undertake no obligation to publicly update or revise 
any forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.
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As negative US economic surprises push US 10 year Treasury yields 
lower too
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Source: Bloomberg, May 2011
Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially 
from the forecasts/estimates. Views, opinions, trends and prices

 

are subject to change without notice and are expressed solely as general market commentary and do 
not constitute investment advice or guarantee of returns. We can

 

give no assurance that those expectations reflected in those forward-looking statements will prove to 
have been correct or come to fruition, and you are cautioned not

 

to place undue reliance on such statements. We undertake no obligation to publicly update or revise 
any forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.
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US Fed may ‘pause’
 

monetary policy while China continues to tighten
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Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially 
from the forecasts/estimates. Views, opinions, trends and prices

 

are subject to change without notice and are expressed solely as general market commentary and do 
not constitute investment advice or guarantee of returns. We can

 

give no assurance that those expectations reflected in those forward-looking statements will prove to 
have been correct or come to fruition, and you are cautioned not

 

to place undue reliance on such statements. We undertake no obligation to publicly update or revise 
any forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.
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China’s money supply (M2) exceeds that of the US; global imbalances 
building up
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Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially 
from the forecasts/estimates. Views, opinions, trends and prices

 

are subject to change without notice and are expressed solely as general market commentary and do 
not constitute investment advice or guarantee of returns. We can

 

give no assurance that those expectations reflected in those forward-looking statements will prove to 
have been correct or come to fruition, and you are cautioned not

 

to place undue reliance on such statements. We undertake no obligation to publicly update or revise 
any forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.
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Is China
 

able to control inflation? 
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Both headline and core CPI rising fast….
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Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially 
from the forecasts/estimates. Views, opinions, trends and prices

 

are subject to change without notice and are expressed solely as general market commentary and do 
not constitute investment advice or guarantee of returns. We can

 

give no assurance that those expectations reflected in those forward-looking statements will prove to 
have been correct or come to fruition, and you are cautioned not

 

to place undue reliance on such statements. We undertake no obligation to publicly update or revise 
any forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.
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… as well as inflation expectations
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Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially 
from the forecasts/estimates. Views, opinions, trends and prices

 

are subject to change without notice and are expressed solely as general market commentary and do 
not constitute investment advice or guarantee of returns. We can

 

give no assurance that those expectations reflected in those forward-looking statements will prove to 
have been correct or come to fruition, and you are cautioned not

 

to place undue reliance on such statements. We undertake no obligation to publicly update or revise 
any forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.
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Source: Bloomberg, May 2011
Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially 
from the forecasts/estimates. Views, opinions, trends and prices

 

are subject to change without notice and are expressed solely as general market commentary and do 
not constitute investment advice or guarantee of returns. We can

 

give no assurance that those expectations reflected in those forward-looking statements will prove to 
have been correct or come to fruition, and you are cautioned not

 

to place undue reliance on such statements. We undertake no obligation to publicly update or revise 
any forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.

Food prices fell in the past 2 months, but services prices still
 

rose…
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… and this helped keep CPI elevated at 5.3% in April

Source: Bloomberg, May 2011
Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially 
from the forecasts/estimates. Views, opinions, trends and prices

 

are subject to change without notice and are expressed solely as general market commentary and do 
not constitute investment advice or guarantee of returns. We can

 

give no assurance that those expectations reflected in those forward-looking statements will prove to 
have been correct or come to fruition, and you are cautioned not

 

to place undue reliance on such statements. We undertake no obligation to publicly update or revise 
any forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.
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Market drivers Investment implications

1.

 

We believe that the global growth recovery 
maintains its momentum for now.

The outlook for equities remains positive.

2. Monetary policy remains accommodative in 
the West. 

Cash is relatively unattractive.

3. Inflation is rising around the globe. 

Policy implications are impacting emerging market 
equities. Inflation may slowly start to affect risk 
appetite in the West, too. We look for inflation 
hedges in our portfolios.

4. Policy actions play an important role. EM 
economic performance should remain robust.

Interest rate hikes should boost select EM 
currencies.

5. Key risks: European sovereign finances and 
inflation.

We remain focused on core European countries. 
Upside on EM bonds is limited.

Source: HSBC Private Bank The Big Picture, May 2011. Please refer to the relevant publication for details. Such document is available upon request from your relationship 
manager. Note: Investors are reminded that there can be no assurance that economic conditions described herein will remain in the future. Actual results may differ materially 
from the forecasts/estimates. Views, opinions, trends and prices

 

are subject to change without notice and are expressed solely as general market commentary and do not 
constitute investment advice or guarantee of returns. We can give no assurance that those expectations reflected in those forward-looking statements will prove to have been 
correct or come to fruition, and you are cautioned not to place undue reliance on such statements. We undertake no obligation to

 

publicly update or revise any forward-looking 
statements contained in this document or any other related document whether as a result of new information, future events or otherwise.

Our view of the world
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Surge in Risk Appetite seen in the IPO market

Global IPOs

 

by number of deals and capital raised

Source: Bloomberg, May 2011
Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially 
from the forecasts/estimates. Views, opinions, trends and prices

 

are subject to change without notice and are expressed solely as general market commentary and do 
not constitute investment advice or guarantee of returns. We can

 

give no assurance that those expectations reflected in those forward-looking statements will prove to 
have been correct or come to fruition, and you are cautioned not

 

to place undue reliance on such statements. We undertake no obligation to publicly update or revise 
any forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.

Global IPO trends for 2011 showed that 
$25.3 billion was raised in 193 deals in 
the first two months of 2011, with 
offerings from EM and China from the 
energy, industrial, materials and 
technological sectors. 
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US investors are finally putting money into equity funds?
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Domestic Equity Mutual Fund Cash Flows

Source: Bloomberg, May 2011
Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially 
from the forecasts/estimates. Views, opinions, trends and prices

 

are subject to change without notice and are expressed solely as general market commentary and do 
not constitute investment advice or guarantee of returns. We can

 

give no assurance that those expectations reflected in those forward-looking statements will prove to 
have been correct or come to fruition, and you are cautioned not

 

to place undue reliance on such statements. We undertake no obligation to publicly update or revise 
any forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.
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Bond Mutual Fund Cash Flows

Source: Bloomberg, May 2011
Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially 
from the forecasts/estimates. Views, opinions, trends and prices

 

are subject to change without notice and are expressed solely as general market commentary and do 
not constitute investment advice or guarantee of returns. We can

 

give no assurance that those expectations reflected in those forward-looking statements will prove to 
have been correct or come to fruition, and you are cautioned not

 

to place undue reliance on such statements. We undertake no obligation to publicly update or revise 
any forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.
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US investors shifting out of bond funds?
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7 Themes Roadshow
 

2011

2011 Investment Outlook: Puffing at the Inflation Dragon 1

Emerging 
Market 

Consumption

Energy

High 
Dividend 

Yield

Africa via 
DM

Water

US Cyclical 
Recovery

Inflation

Russia

Copper Taiwan/
Chemical

Volatility Hedge

Global Tech 
Cycle

ASEAN REITs

Global Telcos

Malaysia
Cement

EM TIPs

Oil Rig 
Builders

Uranium
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3. US Cyclical 
Recovery

Asian Investment Outlook: Themes for 2011 and beyond

1. Inflation

2. EM Consumption

4. High Dividend
5. Energy
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Examples of theme investing

• Leveraged ideas on 
high dividend yield 
stocks

• High dividend yield funds 
with Asian/Global equity 
exposure

• Asian REITs
• Global Telecom stocks

High Dividend 

• Amundi Volatility• US IT & Industrial stocks
• Korea IT & Industrial 

stocks

US Cyclical Recovery

• Reverse convertibles 
ideas

• Global energy fund• Oil & gas producers
• Clean-coal producers

Energy

• Long copper ideas
• Asian currency 

basket ideas

• EM equity fund, BRIC 
fund

• Russian equity fund 
• Malaysian fund
• Luxury goods funds

• Consumption stocks 
whose revenue 
generates from emerging 
markets  

EM Consumption

• Long platinum ideas 
• CPI-linked ideas
• Interest rate swaps

• Inflation-hedged funds
• Commodities funds
• Mining & gold fund 
• Agribusiness funds

• Platinum producers
• Diversified miners
• Financials
• Landlords

Inflation

Structured ProductsTop Fund PicksTop Equity PicksThemes

• Leveraged ideas on 
high dividend yield 
stocks

• High dividend yield funds 
with Asian/Global equity 
exposure

• Asian REITs
• Global Telecom stocks

High Dividend 

• Amundi Volatility• US IT & Industrial stocks
• Korea IT & Industrial 

stocks

US Cyclical Recovery

• Reverse convertibles 
ideas

• Global energy fund• Oil & gas producers
• Clean-coal producers

Energy

• Long copper ideas
• Asian currency 

basket ideas

• EM equity fund, BRIC 
fund

• Russian equity fund 
• Malaysian fund
• Luxury goods funds

• Consumption stocks 
whose revenue 
generates from emerging 
markets  

EM Consumption

• Long platinum ideas 
• CPI-linked ideas
• Interest rate swaps

• Inflation-hedged funds
• Commodities funds
• Mining & gold fund 
• Agribusiness funds

• Platinum producers
• Diversified miners
• Financials
• Landlords

Inflation

Structured ProductsTop Fund PicksTop Equity PicksThemes

Volatility Fund
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• GAM Star China Equity Fund
• HSBC MSCI China ETF

• Urbanization
• Consumption

China

• Equity linked note 
on Malaysia stocks

• JF ASEAN Fund • Genting Berhad
• Axiata Group

Malaysia

• iShares MSCI Korea
• JF Korea Fund

• Japan equipment makersJapan

• Access products for  
Korean equity 
markets

• iShares MSCI Korea
• JF Korea Fund

• Korean IT, consumer, 
financials

Korea

• iShares MSCI Australia
• SPDR S&P/ASX 200 Fund 

• Resources owners 
• ANZ
• Telstra

Australia

• Autocall
Performance Note 
on Singapore stocks

• iShares MSCI Singapore Index 
Fund

• Keppel Corp 
• Noble Group
• Suntec REIT
• Starhub

Singapore

• Twin Win Note on 
Taiwanese stocks

• HSBC MSCI Taiwan ETF
• Schroder ISF Taiwanese Equity

• Taiwan tech stocks
• Taiwan consumer stocks

Taiwan

Structured ProductsTop Fund PicksTop Equity PicksThemes
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• Urbanization
• Consumption

China

• Equity linked note 
on Malaysia stocks
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Malaysia

• iShares MSCI Korea
• JF Korea Fund

• Japan equipment makersJapan

• Access products for  
Korean equity 
markets

• iShares MSCI Korea
• JF Korea Fund

• Korean IT, consumer, 
financials

Korea

• iShares MSCI Australia
• SPDR S&P/ASX 200 Fund 

• Resources owners 
• ANZ
• Telstra

Australia

• Autocall
Performance Note 
on Singapore stocks

• iShares MSCI Singapore Index 
Fund

• Keppel Corp 
• Noble Group
• Suntec REIT
• Starhub

Singapore

• Twin Win Note on 
Taiwanese stocks

• HSBC MSCI Taiwan ETF
• Schroder ISF Taiwanese Equity

• Taiwan tech stocks
• Taiwan consumer stocks

Taiwan

Structured ProductsTop Fund PicksTop Equity PicksThemes

Examples of theme investing

Spore Rig builders
Spore Telecos
Spore REITs

M’sia

 

Telco

Japan equity 
ETFs/funds

Korea equity ETFs

Korean thematic funds

Taiwan equity ETFs
Taiwan tech funds

Singapore & sector 
equity ETFs

Malaysia equity 
ETFs/funds

China equity ETFs/China Funds

Australia equity ETFs

Resource Funds
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Commodities Sell-Off A Precursor To Slower Growth? 
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Silver 3 May 2011

Source: Bloomberg, May 2011
Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially 
from the forecasts/estimates. Views, opinions, trends and prices

 

are subject to change without notice and are expressed solely as general market commentary and do 
not constitute investment advice or guarantee of returns. We can

 

give no assurance that those expectations reflected in those forward-looking statements will prove to 
have been correct or come to fruition, and you are cautioned not

 

to place undue reliance on such statements. We undertake no obligation to publicly update or revise 
any forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.
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Crude Oil speculative position for 2011 at a record high compared 
to other commodity bull years like 2007 and 2008

Source: Bloomberg, May 2011
Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially 
from the forecasts/estimates. Views, opinions, trends and prices

 

are subject to change without notice and are expressed solely as general market commentary and do 
not constitute investment advice or guarantee of returns. We can

 

give no assurance that those expectations reflected in those forward-looking statements will prove to 
have been correct or come to fruition, and you are cautioned not

 

to place undue reliance on such statements. We undertake no obligation to publicly update or revise 
any forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.
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Brent Price Performances after Significant Sell-Offs

Source: Bloomberg, May 2011
Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially 
from the forecasts/estimates. Views, opinions, trends and prices

 

are subject to change without notice and are expressed solely as general market commentary and do 
not constitute investment advice or guarantee of returns. We can

 

give no assurance that those expectations reflected in those forward-looking statements will prove to 
have been correct or come to fruition, and you are cautioned not

 

to place undue reliance on such statements. We undertake no obligation to publicly update or revise 
any forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.

Brent Prices during and after significant 1 day sell-offs since 1998 
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Commodities that have higher net speculative positions were more
 vulnerable to price corrections

Source: Bloomberg, May 2011
Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially 
from the forecasts/estimates. Views, opinions, trends and prices

 

are subject to change without notice and are expressed solely as general market commentary and do 
not constitute investment advice or guarantee of returns. We can

 

give no assurance that those expectations reflected in those forward-looking statements will prove to 
have been correct or come to fruition, and you are cautioned not

 

to place undue reliance on such statements. We undertake no obligation to publicly update or revise 
any forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.
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Commodities that have higher net speculative positions were more
 vulnerable to price corrections (con’t)

Source: Bloomberg, May 2011
Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially 
from the forecasts/estimates. Views, opinions, trends and prices

 

are subject to change without notice and are expressed solely as general market commentary and do 
not constitute investment advice or guarantee of returns. We can

 

give no assurance that those expectations reflected in those forward-looking statements will prove to 
have been correct or come to fruition, and you are cautioned not

 

to place undue reliance on such statements. We undertake no obligation to publicly update or revise 
any forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.
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Commodities that have higher net speculative positions were more
 vulnerable to price corrections (con’t)

Source: Bloomberg, May 2011
Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially 
from the forecasts/estimates. Views, opinions, trends and prices

 

are subject to change without notice and are expressed solely as general market commentary and do 
not constitute investment advice or guarantee of returns. We can

 

give no assurance that those expectations reflected in those forward-looking statements will prove to 
have been correct or come to fruition, and you are cautioned not

 

to place undue reliance on such statements. We undertake no obligation to publicly update or revise 
any forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.
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Commodities that have higher net speculative positions were more
 vulnerable to price corrections (con’t)
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Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially 
from the forecasts/estimates. Views, opinions, trends and prices

 

are subject to change without notice and are expressed solely as general market commentary and do 
not constitute investment advice or guarantee of returns. We can

 

give no assurance that those expectations reflected in those forward-looking statements will prove to 
have been correct or come to fruition, and you are cautioned not

 

to place undue reliance on such statements. We undertake no obligation to publicly update or revise 
any forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.



HNK-20/05/2011-27 42

Commodities that have higher net speculative positions were more
 vulnerable to price corrections (con’t)
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Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially 
from the forecasts/estimates. Views, opinions, trends and prices

 

are subject to change without notice and are expressed solely as general market commentary and do 
not constitute investment advice or guarantee of returns. We can

 

give no assurance that those expectations reflected in those forward-looking statements will prove to 
have been correct or come to fruition, and you are cautioned not

 

to place undue reliance on such statements. We undertake no obligation to publicly update or revise 
any forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.
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Commitments of Traders reports still show a commitment to gold 
which will support gold prices in the near-term

Gold: ETF and net speculative positions

Source: Bloomberg, May 2011
Note: Investors are reminded that there can be no assurance that

 

economic conditions described herein will remain in the future.

 

Actual results may differ materially 
from the forecasts/estimates. Views, opinions, trends and prices

 

are subject to change without notice and are expressed solely as general market commentary and do 
not constitute investment advice or guarantee of returns. We can

 

give no assurance that those expectations reflected in those forward-looking statements will prove to 
have been correct or come to fruition, and you are cautioned not

 

to place undue reliance on such statements. We undertake no obligation to publicly update or revise 
any forward-looking statements contained in this document or any other related document whether as a result of new information, future events or otherwise.
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Assumptions made for preparation of data
Our investment management research incorporates our proprietary projections of the "equilibrium" returns and volatility of each asset class over the long term, as 
well as equilibrium estimates of the correlations among asset classes.  Clearly, financial firms cannot predict how markets will

 

perform in the future.  But we do 
believe that by analysing

 

current economic and market conditions and historical market trends, and then, most critically, making projections of future economic 
growth, inflation, and real yields for each country, we can estimate the "equilibrium" performance for an entire asset class.  The "equilibrium" return is simply the 
central tendency over a very long period of time around which market returns will tend to fluctuate, because it represents the value inherent in that market.  It is 
possible -

 

indeed, probable -

 

that actual returns will vary considerably from this equilibrium, even for a number of years.  But we believe that market returns will 
always at some point return to the equilibrium trend.  We further believe that these kinds of forward-looking assessments are far more accurate than historical 
trends in deciding what asset class performance will be, and how

 

best to determine an optimal asset mix. In reviewing this material, please understand that all 
references to expected return are not guarantees, or even estimates, of actual returns that may be achieved.  They simply show what we expect the equilibrium 
return should be, according to our best estimates.  Also note that actual performance may be affected by the investment decisions taken by the individual who 
actually manages these investments, both in picking individual securities and possibly adjusting the mix periodically to take advantage of asset class 
undervaluations

 

and overvaluations caused by market trends. Assumptions have been made for illustrative purposes only and do not represent investment in any 
particular vehicle.  The value of investments can fall as well as rise. A decision to invest should not be taken mainly or solely on the information contained in this 
presentation.

Risk disclosure for Looking Back sections
The portfolio asset allocations are subject to change without prior notice. This is a projection used for illustrative purposes only and does not represent investment 
in any particular vehicle. It does not necessarily reflect the actual performance of your portfolio. Where the portfolio includes loans, a constant borrowing cost 
spread, according to the input of the relevant Relationship Manager, would be applied to the simulated historical performance. The actual  composition and timing 
of investments of any portfolio will be subject to change from time to time. The value of investments can fall as well as rise and you may not get back the full 
amount of your investment. There maybe other factors that could cause actual events to differ materially. Actual performance of your portfolio may therefore vary 
significantly, from that shown herein and any expected performance. The performance of any investment or the income from it is not guaranteed. Your decision to 
invest should not be based solely on past performance. The historical performance presented in this document is not indicative of and should not be construed as 
being indicative of or otherwise used as a proxy for the future or likely performance of the actual portfolio.

Risk disclosure for Looking Forward sections
Where the portfolio includes loans, a constant borrowing cost spread, according to the input of the relevant Relationship Manager, would be applied to the 
simulated expected performance. The actual composition and timing of investments of any portfolio will be subject to change from

 

time to time. There may be other 
factors that could cause actual events to differ materially. Actual performance of your portfolio may therefore vary significantly, from that shown herein and any 
expected performance. The performance of any investment or the income from it is not guaranteed. Your decision to invest should not be based solely on past 
performance. The expected performance presented in this document

 

is not indicative of and should not be construed as being indicative of or otherwise used as a 
proxy for the future or likely performance of the actual portfolio.

Risk Disclosure on ISA
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•Warning: The contents of this document have not been reviewed by any regulatory authority in Hong Kong or Singapore. You are advised to exercise caution in relation to the 
investment and this document.  If you are in any doubt about any of the contents of this document, you should obtain independent professional advice. 
•This document has been issued by the Hong Kong and Singapore branches of HSBC Private Bank (Suisse) SA, (“PBRS”) in the conduct of its regulated business in Hong 
Kong and Singapore respectively. It is not intended for anyone other than the recipient and should not be distributed by you to any other persons. This document must not be 
distributed to the United States, Canada, European Union or Australia or to any other jurisdiction where its distribution is unlawful. It must not be reproduced or further 
distributed, in whole or part, for any purpose.

•PBRS has based this document on information obtained from sources it believes to be reliable but which it has not independently verified. PBRS and the HSBC Group make 
no guarantees, representations or warranties and accept no responsibility or liability as to its accuracy or completeness. The information stated and/or opinion(s) expressed 
herein constitute best judgment at the time of publication and  are subject to change without notice.

•The information contained within this document has not been reviewed in the light of your personal circumstances. Please note that this information is neither intended to aid 
in decision making for legal, financial or other consulting questions, nor should it be the basis of any investment or other decisions. If you require further information, please 
contact your Relationship Manager. You should consider, amongst other things, the possible tax consequences, the legal requirements and any foreign exchange restrictions 
or exchange control requirements which you may encounter under the laws of the countries of your citizenship, residence or domicile and which may be relevant to the 
subscription, holding or disposal of any investment. If you have any concerns about any investment or are uncertain about the suitability of any investment decision, you 
should seek such financial, legal or tax advice from your professional advisers as appropriate. 

•Past performance is not an indication of future performance. The historical performance presented in this document is not indicative of and should not be construed as being 
indicative of or otherwise used as a proxy for future or specific investments. Past performance information may be out of date. For up-to-date information, please contact your 
Relationship Manager.

•It is important to note that the capital value of, and income from, any investment may go down as well as up.  Investment in any market may be extremely volatile and subject 
to sudden fluctuations of varying magnitude due to a wide range of direct and indirect influences. Such characteristics can lead to considerable losses being incurred by those 
exposed to such markets. If an investment is withdrawn or terminated early, it may not return the full amount invested. In addition to the normal risks associated with investing, 
international investments may involve risk of capital loss from unfavourable fluctuations in currency values, from differences in generally accepted accounting principles or 
from economic or political instability in certain jurisdictions. Narrowly focused investments and smaller companies typically exhibit higher volatility. There is no guarantee of 
positive trading performance.

•This document contains forward-looking statements which are, by their nature, subject to significant risks and uncertainties. Such statements are projections, do not  
represent any one investment and are used for illustration purpose only. Customers are reminded that there can be no assurance that economic conditions described herein 
will remain in the future. Actual results may differ materially from the forecasts/estimates. Views, opinions, trends and prices are subject to change without notice and are 
expressed solely as general market commentary and do not constitute investment advice or guarantee of returns. We can give no assurance that those expectations reflected 
in those forward-looking statements will prove to have been correct or come to fruition, and you are cautioned not to place undue reliance on such statements. We undertake 
no obligation to publicly update or revise any forward-looking statements contained in this document or any other related document whether as a result of new information, 
future events or otherwise.

Important notice to customers
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Warning: The contents of this document have not been reviewed by

 

any regulatory authority in Hong Kong or Singapore. You are advised to exercise caution in relation to the investment and this 
document.  If you are in any doubt about any of the contents of this document, you should obtain independent professional advice. 

This document has been issued by the Hong Kong and Singapore branches of HSBC Private Bank (Suisse) SA, (“PBRS”) in the conduct of its regulated business in Hong Kong and Singapore respectively. 
It is not intended for anyone other than the recipient and should not be distributed by you to any other persons. The recipient(s) should qualify as professional investor(s) as defined under the Securities 
and Futures Ordinance in Hong Kong or accredited investor(s) or other relevant person(s) as defined under the Securities and Futures Act in SingaporeThis

 

document must not be distributed to the United 
States, Canada, European Union or Australia or to any other jurisdiction where its distribution is unlawful. It must not be reproduced or further distributed, in whole or part, for any purpose.

The information contained in this document has been issued by PBRS specifically for the information of PBRS customers only. This

 

document is not, nor is it intended to be, nor construed as, advice or an 
offer or solicitation to buy or sell any investment

 

or subscribe for, or to participate in, any services. PBRS is not recommending or soliciting any action based on it

PBRS has based this document on information obtained from sources it believes to be reliable but which it has not independently verified. PBRS and the HSBC Group make no guarantees, representations 
or warranties and accept no responsibility or liability as to its accuracy or completeness. The information stated and/or opinion(s) expressed herein constitute best judgment at the time of publication and  
are subject to change without notice.

The information contained within this document has not been reviewed in the light of your personal circumstances. Please note that this information is neither intended to aid in decision making for legal, 
financial or other consulting questions, nor should it be the basis of any investment or other decisions. If you require further

 

information, please contact your Relationship Manager. You should consider, 
amongst other things, the possible tax consequences, the legal requirements and any foreign exchange restrictions or exchange control requirements which you may encounter under the laws of the

 

countries of your citizenship, residence or domicile and which may be relevant to the subscription, holding or disposal of any investment. If you have any concerns about any investment or are uncertain 
about the suitability of any investment decision, you should seek such financial, legal or tax advice from your professional advisers as appropriate. 

Past performance is not an indication of future performance. The historical performance presented in this document is not indicative of and should not be construed as being indicative of or

 

otherwise 
used as a proxy for future or specific investments. Past performance information may be out of date. For up-to-date information, please contact your Relationship Manager.

It is important to note that the capital value of, and income from, any investment may go down as well as up.  Investment in any

 

market may be extremely volatile and subject to sudden fluctuations of 
varying magnitude due to a wide range of direct and indirect influences. Such characteristics can lead to considerable losses being incurred by those exposed to such markets. If an investment is 
withdrawn or terminated early, it may not return the full amount

 

invested. In addition to the normal risks associated with investing, international investments may involve risk of capital loss

 

from 
unfavourable

 

fluctuations in currency values, from differences in generally accepted accounting principles or from economic or political instability in certain jurisdictions. Narrowly focused investments 
and smaller companies typically exhibit higher volatility. There

 

is no guarantee of positive trading performance.

This document contains forward-looking statements which are, by their nature, subject to significant risks and uncertainties. Such statements are projections, do not represent any one investment and are 
used for illustration purpose only. Customers are reminded that there can be no assurance that economic conditions described herein will remain in the future. Actual results may differ materially from the 
forecasts/estimates. Views, opinions, trends and prices are subject to change without notice and are expressed solely as general

 

market commentary and do not constitute investment advice or guarantee 
of returns. We can give no assurance that those expectations reflected in those forward-looking statements will prove to have been correct or come to fruition, and you are cautioned not to place undue 
reliance on such statements. We undertake no obligation to publicly update or revise any forward-looking statements contained in this document or any other related document whether as a result of new 
information, future events or otherwise.

Notice to Investors in Singapore

Selling Restriction: This Term Sheet/product information has not

 

been registered as a prospectus with the Monetary Authority of Singapore. Accordingly, this product information and any other document 
or material in connection with the products mentioned herein may

 

not be circulated or distributed nor may the product be offered

 

or sold or be made the subject of an invitation for subscription or 
purchase, whether directly or indirectly, to persons in Singapore other than (i) to an institutional investor under Section 274 of the Securities and Futures Act, Chapter 289 of Singapore (the

 

"SFA"), (ii) to a 
relevant person, or any person pursuant to Section 275(1A), and in accordance with the conditions, specified in Section 275 of the SFA or (iii) otherwise pursuant to and in accordance with the

 

conditions 
of any other applicable provision of the SFA. Where products are

 

subscribed or purchased under Section 275 by a relevant person which is: (a) a corporation (which is not an accredited investor) the sole 
business of which is to hold investments and the entire share capital of which is owned by one or more individuals, each of whom

 

is an accredited investor; or (b) a trust (where the trustee is

 

not an 
accredited investor) whose sole purpose is to hold investments and each beneficiary is an accredited investor, shares, debentures and units of shares and debentures of that corporation, where the 
foregoing securities have an attached right of conversion into shares or debentures the converted shares or debentures of that corporation or the beneficiaries’

 

rights and interest in that trust shall not be 
transferable for 6 months after that corporation or that trust has acquired the products under Section 275 except: (1) to an institutional investor or to a relevant person, or to any person pursuant to an 
offer that is made on terms that such rights or interest are acquired at a consideration of not less than S$200,000 (or its equivalent in a foreign currency) for each transaction, whether such

 

amount is to 
be paid for in cash or by exchange of securities or other assets; (2) where no consideration is given for the transfer; (3) by operation of law or (4) where the securities of that corporation acquired are of 
the same class as other securities of the corporation an offer of which has previously been made in or accompanied by a prospectus and which are listed for quotation on a securities exchange 

Important notice to customers
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PBRS is part of the HSBC Group.  Companies within the HSBC Group and/or their officers, directors and employees may have positions in any securities mentioned in this document 
(or any related investment) and may from time to time add to or dispose of any such securities (or investment).  Companies within the HSBC Group may act as market maker or have 
assumed an underwriting commitment in securities discussed in this document (or related investments), 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 securities.

PBRS Hong Kong Branch ("PBRS HNK") discloses that it has an interest in the securities of Abbey Nat’l Treasury Services PLC, ANZ Banking Group, Allied Irish Bank Plc, American 
Express Bank FSB, Asian Development Bank, Ayuntamiento de Madrid, Bank of America, Bank of England, Bank of Ireland, Bank of Montreal, Bank of Nova Scotia, Bank of Scotland, 
Barclays Bank, BNP Paribas, Caisse D Amort Dette Sociale, Caisse Des Depots et Consignations, Calyon, Canadian Government Bond, Canadian Wheat Board, Citic Pacific Finance, 
CLP, Commonwealth Bank of Australia, Credit Industriel et Commercial, Deutsche Bank AG, Dexia Credit Local, Export-Import Bank of Korea, Export Development Corporation, 
Federal Home Loan Bank, Ford Motor Credit Co., General Electric Company, General Motors Corporation, Goldman Sachs Group, Government National Mortgage Association, 
Government of Malaysia, Hellenic Railways Organization, Hong Kong Land Finance, Hong Kong SAR Govt. Exchange Fund, HSBC, Hutchison Whampoa, ING Bank N.V., Inter- 
American Development Bank, International BK Recon and Development, International Finance Corporation, Japan Finance Corporation Muni Ent., JPMorgan Chase and Co., 
Kazkommertsbank, KFW International Finance, Kowloon Canton Railway, Korea Development Bank, Landesbank Baden Wurttemberg, Landwirtschaftliche Rentenbank, Lloyds TSB 
Bank Plc., Mizuho Finance (Cayman), Morgan Stanley, MTR, Nationwide Building Society, National Australia Bank, Norddeutsche Landesbank, Nordea Bank AB, PCCW-HKTC Capital 
Ltd, People's Republic of China, Province of Quebec, RaboBank, Republic of Italy, Republic of Philippines, Royal Bank of Canada, Royal Bank of Scotland PLC, SFEF, Singapore 
Telecommunications, Skandinaviska Enskilda Banken, Societe Generale, Standard Chartered Bank, Tenaga Nasional Berhad, Toronto Dominion Bank, United Overseas Bank, U.S. 
Government, UBS AG, Unicredit SPA, Westpac or member companies of the same groups.

An affiliate of PBRS HNK has provided investment advisory services to AXA Group, Meadville Holdings, Reliance Communication, Television Eighteen India, Pacific Andes Group, 
China Fishery Group, Genting

 

International, Samling

 

Global Limited, CITIC Bank, HSBC Group, Macarthur Cook Industrial REIT, Kingway

 

Beer, Royal Philips Electronics, New Oriental 
Education & Technology Group, S-Oil Corporation, SHV Holdings, Convenience Retail Asia, Dongfang

 

Electrical Machinery, Alfa Laval, Dubai Drydocks

 

World LLC, SinoPac

 

Financial 
Holdings, SOHO China Limited, Bain Capital Partners, HSBC China Dragon Fund, United Laboratory, New World Department Store China

 

Limited, Miclyn

 

Offshore Pte. Ltd., Times 
Limited, RREEF China Commercial Trust, Hang Fung Gold, Singapore

 

Telecommunications Limited, Lai Fung Holdings, HSBC Insurance, Syngenta

 

AG, GZI Transport Limited, Nirma

 

Limited, Chun Wo

 

Holdings Ltd, BASF, Belle International Holdings, Larsen & Toubro Limited, Arkray, Gerdau

 

SA, Hindustan Unilever Limited, Wing Tai Holdings, HKSAR 
Government, Carrefour SA, Ford, VISA, Petro Rabigh, Golf International, Banyan Tree Holdings, Maoye

 

International Holdings, Energy World Corporation Ltd, PetroChina, Tata 
Chemicals Ltd, Nexans, Bank of India, Compagnie

 

Generale

 

des Etablissements

 

Michelin, GZI REIT, Air France KLM, Renaissance Services Co. SAOG, Reliance Power Limited, Han’s 
Laser Technology Co. Ltd, Hutchison Telecommunications International Ltd, HSBC, Keppel Integrated Engineering Limited, Renhe

 

Commercial Holdings Ltd, Saudi Industrial Services 
Company, IBN18 Broadcast, Yanzhou

 

Coal Mining Company Limited, China Overseas Land & Investment Limited, Prudential PLC, Dah

 

Sing Banking Group Ltd, Pfizer Inc., Bawang

 

International (Group) Holdings Ltd, Mahindra Holdings, Neptune Orient Lines, GCL-Poly Energy, Shanghai Industrial Holdings Ltd, OJSC Polymetal, OJSC Polyus

 

Gold, Oil India Ltd, 
Opto

 

Circuits, Genting

 

Singapore, Inotera

 

Memories Inc., Techtronic Industries, Kingscott

 

Corporation Ltd, DMX Technologies Ltd, PT Dayamitra

 

Telekomunikasi, Dow Chemical 
Company, Delek

 

Energy Systems, China Lilang

 

Ltd, Compagnie

 

Financiere

 

Michelin, Sany

 

Heavy Equipment International Holdings Co. Ltd, Hindalco

 

Industries Ltd, First Pacific Co. 
Ltd, New World China Land, United Overseas Bank, Orion Corporation, AES Oasis, Maxis Communications Berhad, Daimler, Ruinian

 

International Ltd, Henderson Land Development 
Co. Ltd, Pacific Basin Shipping Ltd, Hitachi, Godrej, Bharti

 

Airtel

 

Ltd, L’Occitane

 

International, Mandra

 

Mirabilite, Kohlberg Kravis Roberts & Co., Wheelock and Company Limited, 
Youyuan

 

International Holdings Ltd, NVC Lighting Holding, ABB, Guotai

 

Janan

 

International, Sunway REIT, Global Biochem

 

Technology Group Company, Kraft Foods Inc., BW 
Offshore, Hong Leong Financial Group Berhad, Engineers India Limited, Swire Pacific, Honam

 

Petrochemical Corp or in connection with transactions involving the above companies in 
the past 12 months.
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