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Synopsis
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Rates volatility, tight credit spreads and economic uncertainty is
providing multi-asset allocators with a fixed income conundrum. A
traditional 60/40 allocation is not the diversifier it once was. We
believe the distributed Securitised Credit market could provide the
much-needed solution. As this article will show:
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Spreads in the asset class are wider of their historical tights
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Through both the “lower for longer” environment and the current
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In our view, not only could Securitised Credit feature in the multi-sector
fixed income component of portfolios, it could in fact be the
stand-alone asset allocation for institutional multi-asset allocators.

Securitised Credit features in multi-sector fixed income

What may come as a surprise to investors is that Securitised Credit actually already features in
multi-sector fixed income allocations either directly through a multi-sector fixed income allocation
or indirectly through the Bloomberg Global Aggregate.

Taking a look at the Bloomberg Global Aggregate, Securitised Credit makes up 13% of the index. Of
this, the majority (11%) is in US Fixed Rate Agency MBS, with the remainder in Other ABS.

The value of investments and any income from them can go down as well as up and investors may not get
back the amount criginally invested. Any views expressed were held at the time of preparation and are subject
to change without notice. For informational purposes only and should not be construed as a recommendation
to invest in the specific country, product, strategy, sector, or security.

Source: Bloomberg, HSBC Asset Management. Data as at 31 July 2025.



Is this the right area of Securitised Credit to allocate to?

Although US Agency MBS is the largest part of the Securitised Credit universe making up ¢.$11
trillion, the sole risk here is interest rate risk (the underlying securitisations are explicitly/implicitly
guaranteed by government agencies).

Given the current economic backdrop, investors are arguably not being compensated with yield for
the duration risk being taken.

An area of Securitised Credit that offers yield enhancement, global opportunities, a unique cash
flow profile and diversification benefits is the distributed Securitised Credit universe.
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Source: HSBC Asset Management; Australian Statistics Bureau; Reserve Bank of Australia, JPMorgan, BAML,
Barclays; Data as of 31 July 2025.

As the chart on the right-hand side shows above, the distributed universe is large at $4 trillion. It
provides investors with access to CLOs, CMBS, RMBS and Other ABS.

Being predominantly floating rate, these sectors are and will continue to generate high levels of
income whilst simultaneously stripping out the volatility from duration. Furthermore, the sector
benefits from a complexity and illiquidity premium meaning it offers a higher spread than
equivalently rated traditional fixed income corporates. Credit spreads in corporate bonds are also at
historic tights and are more likely to widen than tighten from these levels.

What's more is that current spreads in Securitised Credit, as can be seen in the chart below, are
wide of the tights achieved during normal market trading levels over the past 10 years. The same
cannot be said for traditional fixed income which continues to test new tights.

The real question for Multi-Asset allocators is where is the most relative value? As of 31 July 2025,
the ICE BOFA AAA-A US CMBS index has an asset swap spread of 132bps. US AAA CLOs has an
asset swap spread of 130bps.

As can be seen on the next page, this is 4bbps and 43bps higher respectively than the ICE BOFA
AAA-A US Corporate Index.

The value of investments and any income from them can go down as well as up and investors may not get
back the amount originally invested. Any views expressed were held at the time of preparation and are subject
to change without notice. For informational purposes only and should not be construed as a recommendation
to invest in the specific country, product, strategy, sector, or security. Diversification does not ensure a profit or
protect against loss.

Source: HSBC Asset Management. Data as at 31 July 2025.



Spreads in distributed Securitised Credit offer the most relative historical value

300 - = |CE Bof A AAA-A US CMBS Index

° = |CE Bof A AAA-A US Fixed Rate Asset Backed Index
% 250 1 e |CE BofA 1-10 Year AAA-A US Corporate Index
»n 200 A AAA US CLOs
o » 32
g o 150 o
A 130
= 100 A 879
()
ﬁ 50 -

O T T T T T T T T T T 1

Jul-14  Jul-15 Jul-16  Jul-17 0 Jul-18  Jul-19 Jul-20 Jul-21 Jul-22 Jul-23 Jul-24  Jul-25
Source: Bloomberg, HSBC Asset Management. Data as at 31 July 2025

What is the optimal allocation to distributed Securitised Credit?

Multi-asset allocators seeking to dip their toes into Securitised Credit might be wondering what is
the optimal allocation; we are all well versed in the efficient frontier when it comes to portfolio
management. Some multi-sector fixed income managers allocate anywhere between 15% to 60%
of their allocation to various types of both fixed and floating rate Securitised Credit.

The below chart would suggest that adding quality global Securitised Credit offering to a traditional
60/40 portfolio (combining equities and fixed income) could enhance returns whilst simultaneously
lowering overall portfolio volatility. Looking at the past 12 years, a 60/40 portfolio returned 6.0%
annually with an annualised portfolio volatility of 10.0%. (Number 1 in the

chart below).

Replacing half of the fixed income allocation with the HSBC Global Investment Grade Securitised
Credit composite increases annualised portfolio returns by 0.3% and lowers portfolio annualised
volatility by 0.2%. (Number 2 in the chart below). Replacing the whole fixed income allocation
increases annualised portfolio returns by a significant 0.6% and lowers annualised portfolio volatility
by 0.3% (Number 3 in the chart below).

This is a significant diversification aspect for investors to consider; at an overall portfolio level, the
right kind of Securitised Credit can increase returns whilst lowering volatility.

A global high quality Securitised Credit offering deserves a seat at the Multi-Asset table
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Source: Bloomberg, HSBC Asset Management. Data from 31 July 2013 to 31 July 2025.

The value of investments and any income from them can go down as well as up and investors may not get
back the amount originally invested. Past performance does not predict future returns. Any views expressed
were held at the time of preparation and are subject to change without notice. For informational purposes only
and should not be construed as a recommendation to invest in the specific country, product, strategy, sector,
or security. Returns may vary with fluctuations in the exchange rate.



Currently, many multi-asset allocators obtain their Securitised Credit exposure through a multi-
sector fixed income approach (similar to the Global Aggregate index). The above highlights they
might be missing a trick. It is quite clear to see that including the right kind of Securitised Credit
in a multi-asset portfolio provides diversification, higher returns and most importantly higher
risk-adjusted returns.

What about an outright allocation? The below chart shows that since 2011 Securitised Credit has
outperformed the Bloomberg Global Aggregate.

What's interesting is that this includes credit shocks such as the Eurozone crisis, the Taper Tantrum,
COVID-19 and more recently the Great Fixed Income Reset.

As the chart illustrates, initially the Bloomberg Global Aggregate outperforms due to higher duration
exposure especially when compared to Securitised Credit specifically. Being a predominantly
floating-rate credit product, the initial impact results in credit spreads widening without the duration
protection from interest rates falling.

However, the subsequent recovery in credit spreads results in noticeable outperformance which is
driven by the higher income of the asset class. What's more is that historically these market
dislocations have provided opportunities for active managers to source high quality securities at
discounted prices.

Securitised Credit can replace Fixed Income in a Multi-Asset portfolio

2011 was the peak of the Furozone crisis. By 2012 rates are low. Credit spreads COVID-19 pandemic creates a markel shock, with The 2022 Greai Fixed Income Reset has resulted in
Credit spreads widen. FCB steps in tighten; investors seek higher yield assets - spreads selling-off indiscriminately while CBs Securitised Credit outperforming broad fixed income
aggressively cutting rates and buying Securitised Credit significantly outperforms implemented sharp cut of interest rates and/or markets significantly over the past 3 years. The
government bonds. Traditional fixed income for 2 years. Taper Tantrum in 2013 caused massive QF programs. Government bond yields fall floating rate nature of the fund helped along-side
benefils from falling rates. Securitised a small shortfall for traditional Fixed Income sharply. Securitised Credit spreads recover active de-risking following interest rate hikes and the
Credit suffers in 3 from widening credit in2013. substantially from Q2 2020, leading to Ukraine situation.

spreads, but fails to benefit from rate cuts. outperformance for 4 quarters.
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Source: HSBC Asset Management, Bloomberg Indices. Data as at 30 June 2025, calculated in USD. Returns
may vary with fluctuations in the exchange rate.

The value of investments and any income from them can go down as well as up and investors may not get
back the amount originally invested. Past performance does not predict future returns. Any views expressed
were held at the time of preparation and are subject to change without notice. For informational purposes only
and should not be construed as a recommendation to invest in the specific country, product, strategy, sector,
or security.



A like-for-like comparison

One might argue that the Global Aggregate index may not be a fair comparator given it has circa
70% in government/government-related bonds vs a “credit-only” Securitised Credit offering.

Comparing an Investment Grade Securitised Credit offering versus a comparatively rated
Investment Grade corporates index demonstrates the strong track record of Securitised Credit. As
the table below shows, over a 15-year period, the HSBC Global Investment Grade Securitised Credit
composite versus the Corporate Index has:

1. Outperformed on an absolute basis

2. Had a lower volatility profile

3. A higher Sharpe ratio

4. Due to its unique offering, a low correlation to fixed income corporates

The key takeaway however is that the composite has achieved this with a much lower duration
profile. As the table below illustrates, the duration of the HSBC Global Investment Grade Securitised
Credit composite of 0.6 years is 10 times lower than that of Bloomberg Global Aggregate corporate
index of 6.0 years.

Securitised Credit can replace Fixed Income in a Multi-Asset portfolio

Investment Grade

HSBC Global Investment Grade Bloomberg Global Aggregate

Securitised Credit Composite Corporate Index
Annualised Return 4.4% 3.7%
Volatility 3.0% 5.2%
Sharpe Ratio 0.9 0.4
Correlation’ 0.45
Duration? 0.6 year 6.0 years

Rolling year returns (%)

31/07/24  31/07/23 31/07/22 31/07/21 31/07/20 31/07/19 31/07/18 31/07/17 31/07/16 31/07/15
to to to to to to to to to to
31/07/25 31/07/24 31/07/23 31/07/22 31/07/21 31/07/20 31/07/19 31/07/18 31/07/17 31/07/16

Global
Investment
Grade
Securitised
Credit
Composite

6.60 9.17 7.21 -3.65 4.35 0.90 4.1 2.99 4.65 1.98

The value of investments and any income from them can go down as well as up and investors may not get back the amount
originally invested. Past performance does not predict future returns. Any views expressed were held at the time of preparation
and are subject to change without notice. For informational purposes only and should not be construed as a recommendation to
invest in the specific country, product, strategy, sector, or security.

Source: HSBC Asset Management and Bloomberg. Data as at 31 July 2025, calculated in USD. All strategies and indices are
USD hedged. Past performance is shown gross of fees, meaning any potential returns will be reduced by the deduction of
investment management fees and any other expenses incurred. The Composite are denominated in USD. Returns may vary with
fluctuations in the exchange rate. This material is supplemental to GIPS compliance requirements and is provided for your
information. This supplemental material complements the GIPS compliant composite presentation which is available in the
appendix. Please refer to the GIPS disclosure statement in the appendix for the impact of investment advisory fees and expenses
on performance and for benchmark definitions. Performance data for the HSBC Global Investment Grade Securitised Credit
Composite and the Bloomberg Global Aggregate Index is for the period 30 Jun 2010 to 31 July 2025.

Notes: (1) Correlations pre-Covid-19 were 0.30 (end-Jan 2020). (2) Duration refers to modified duration.



The demand is there

The asset class has many features that meet a diverse range of investors' requirements:

¢ As can be seen above, Multi-Asset allocators can benefit from the low correlation and
diversification benefits.

¢ For pension funds, defined contribution and defined benefit strategies, Securitised Credit
provides compelling income via yield enhancement.

¢ For insurance companies (subject to the underlying applied regulatory environment), it offers
compelling capital treatment with higher returns than traditional fixed income with similar
credit charges.

¢ Private Banks and Family Offices like the diversification, income generation and low correlations.

¢ Corporate Treasurers, looking for quality, higher-yielding alternatives to lower cash rates, have
been allocating to Securitised Credit within their longer-term strategic cash bucket.

Conclusion

Multi-Sector fixed income is at a difficult juncture; rates markets are volatile, and traditional credit is
struggling to offer risk-adjusted value going forwards. The $4 trillion distributed Securitised Credit
market is predominately floating rate, always offers a higher spread over corporates and is currently
wider of its historical market tights. Securitised markets move differently to traditional asset classes
meaning combined with a higher return profile, it also offers clear investor diversification benefits.
Indeed, as illustrated above, it can enhance the return of a traditional 60/40 portfolio whilst lowering
overall volatility. In fact, looking over the longer-term, Multi-Asset allocators could replace their
current traditional fixed income allocation directly with Securitised Credit and fully reap the benefits
and rewards that the asset class has to offer.

The value of investments and any income from them can go down as well as up and investors may not get
back the amount originally invested. Any views expressed were held at the time of preparation and are subject
to change without notice. For informational purposes only and should not be construed as a recommendation
to invest in the specific country, product, strategy, sector, or security.

Source: HSBC Asset Management. Data as at 31 July 2025.



Global Investment Grade Securitised Credit

GIPS" report to 31 July 2025

Incaption date: 30 June 2010

Reporting currancy: uspD

Return type: Gross
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Disclosures: Report to 31 July 2025

HSBC Asset Management claims compliance with the Global Investment Performance Standards |GIPS®) and has prepared and presented this report in compliance with the GIPS standards.
HSBC Asset Management has been independently verified for the periods 1 January 2006 through 31 December 2023. The verification reports are available upon request. A firm that claims
compliance with the GIPS standards must establish policies and procedures for complying with all the applicable requirements of the GIPS standards. Verification provides assurance on
whather the firm's policies and procedures related to composite and pooled fund maintenance, as well as the calculation, presentation, and distribution of performance, have been designed in
compliance with tha GIPS standards and have baan implementad en a firm-wide basis. Verification does not provide assurance on the accuracy of any specific performance report.

The composite creation date is 25/03/2015

A list of composite descriptions, a list of limited distribution pooled fund descriptions, and a list of broad distribution pooled funds are available upon request. The Firm's policies for valuing
investmants, calculating performance, and preparing GIPS reports are available upon requast.

Prior to 2011, HSBC Asset Management maintained aight distinet GIPS Firms. The Firms ware dafined by legal business antity. All existing group Firms were thereafter amalgamated into a
single global Firm definition. Historical performance shown prior to January 1, 2008 reflects the performance of a legacy Firm GIPS composite.

HSBC Asset Management (the Firm) consists of discretionary accounts and sub-accounts managed as discrete mandates within specified local HSBC Assat Management entities. The Firm
comprises the following: HSBC Global Asset Management (Deutschland) GmbH, HSBC Global Asset Management (Hong Keng) Limited, HSBC Global Asset Management (USA) Inc., HSBC
Global Asset Managament (France), HSBC Global Assat Managemant {Canada) Limitad [Until 28th March 2024), and HSBC Global Asset Managament (UK) Limited, inclusive of authorised
mutual funds and mandates investing primarily in Asset Backed Securities (ABS) managed in these locations. The Firm excludes portfolios and funds managed by the Alternative Investments

and ABS teams (with the exception of ABS funds refarenced herein), LDl products, French regulated employes (FCPE) schames, and private client accounts as these products operate under a
matarially different philosophy and process andlor regulatory environment.

No benchmark is presented for this composite. Constituent aceounts within the composite have the objective of achieving an abselute return within the investment mandate, and are assessad
without reference to any index.

The Global Investment Grade Securitised Credit composite consists of all discrationary accounts and mandates, where the investment objective is to invest for total return, in a global portfolio
of Securitised Credit bonds that are predominantly rated AAA to A,

Actual management feas are negotiable at the discretion of HSBC.

Performance returns are calculated gross of investment management fees and other non-trading related expenses. Gross returns were used to calculate all risk measures presented in this
GIPS Composite Report.

The performance presented in this composite report is calculated net of unreclaimable withholding taxes.

Warnings: The histarical performance presented in these reports should not be seen as an indication of future performance; The value of your investmant and any income from it can go down
as well as up. Where overseas securities are hald the rate of exchange may cause the value of the investment to go down as well as up Investors should alse ba aware that other performance
caleulation methods may produce different results, and that tha results for specific portfolios and for different periods may vary from the returmns presented in these reports; Comparisons of
investrnent returns should consider qualitative circumstances and should be made only to pertfolios with generally similar investment objectives. In the USA, this information is intended for
use solely in one-on-one presantations.

The standard annual investment management fee for separately managed institutional accounts is 0.45% pa.
Portfolios in the composita may invest in swaps, futuras, options, and farwards for the purpose of risk hedging and/or return enhancement.

The firm's gross of fee performance returns are reduced by trading expenses but do not reflect the deduction of investment advisory fees. A client's actual performance will be reduced by
investrment advisory fees as well as other expenses charged to a client’s account. As an example, an annual investment advisory fee of 0.60% would reduce an annualized five year
performance return of 5.00% (gross of investment advisory fees) to an annualized five year performance return of 4.37% (net of investment advisory fees).

The compaosita's net of fee returns are calculated using the highest fee rate charged amaongst the current constituents in the composite as described below. The process of determining the
highest fee was based on reviewing the fee structures of all the current accounts within the composite. The composite may consist of segragated managed accounts and/or pooled vehicles.
For segregated managed accounts that may have a fee scale that reduces the management fee as assets under management increasa, the highest fee rate of the scale will be considered. For
pooled vehicles, the managament fea of the fund’s institutional share class are considered. The constituant determined to have the highast fee rate will have that fes rata applied evenly across
the composite. The fee rate is accounted for on an accrual basis and applied monthly. Portfolios may have a performance based fee which is subject to negotiation.

The dispersion of returns are measured by the percentiles of gross portfolio returns reprasanted within the compaosita.
The GIPS Total Firm AUM is calculated and shown on a quarterly basis.
Prior to 01/09/20193 the composite was called Investmeant Grade Global Asset Backed Securities. The new compaosite name is to reflect ABS changing to Seecuritised Credit.
GIPS* is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this onganisation, nor does it warrant the accuracy or quality of the content contained herein.
'Global' was removead from the Firm name effective 01 Decamber 2021 as part of rebranding, and does not affect the composition of the firm or the strategies managed within it.
The composite's net of fee returns are calculated using the highest fee rate charged amongst the current constituents in the composite as described balow. The process of determining the
highest fee was based on reviewing the fee structures of all the eurrent accounts within the compaesite. The composite may consist of segregated managed accounts and/er pooled vehicles.
For segregated managed accounts that may have a fee scale that reduces the management fee as assets under management increase, the highest fee rate of the scale will be considered. For

pooled vehicles, the management fee of the fund's institutional share class are considered. The constituent determined to have the highest fee rate will have that fee rate applied evenly across
the composite. The fee rate is accounted for on an accrual basis and applied monthly. Partfolios may have a performance based fee which is subject to negotiation.

Tha dispersion of returns are measurad by the percantiles of gross portfolio returns represanted within the compasite.

The GIPS Total Firm AUM is calculated and shown on a quarterly basis.

Prior to 01/09/2019 the compasite was called Investment Grade Global Asset Backed Securities. The new composite name is to reflect ABS changing to Securitised Credit.

GIPS* is a ragistered trademark of CFA Institute. CFA Institute does not endorse or promota this organisation, nor does it warrant the accuracy or quality of the content containad herein.

'Global' was removed from the Firm name effective 01 Decamber 2021 as part of rebranding, and does not affect the composition of the firm or the strategies managed within it



Key risks

The value of investments and any income from them can go down as well as up and
investors may not get back the amount originally invested.
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Interest rate risk: As interest rates rise debt securities will fall in value. The value of debt is
inversely proportional to interest rate movements.

Counterparty risk: The possibility that the counterparty to a transaction may be unwilling or
unable to meet its obligations.

Credit risk: Issuers of debt securities may fail to meet their regular interest and/or capital
repayment obligation. All credit instruments therefore have the potential for default. Higher
yielding securities are more likely to default.

Default risk: The issuers of certain bonds could become unwilling or unable to make payments
on their bonds.

Emerging markets risk: Emerging markets are less established, and often more volatile, than
developed markets and involve higher risks, particularly market, liquidity and currency risks.

Exchange rate risk: Investing in assets denominated in a currency other than that of the
investor's own currency perspective exposes the value of the investment to exchange rate
fluctuations.

Investment leverage risk: Investment Leverage occurs when the economic exposure is
greater than the amount invested, such as when derivatives are used. A Fund that employs
leverage may experience greater gains and/or losses due to the amplification effect from a
movement in the price of the reference source.

Asset Backed Securities (ABS) risk: ABS are typically constructed from pools of assets (e.g.
mortgages) that individually have an option for early settlement or extension and have potential
for default. Cash flow terms of the ABS may change and significantly impact both the value and
liquidity of the contract.

Derivatives risk: The value of derivative contracts is dependent upon the performance of an
underlying asset. A small movement in the value of the underlying can cause a large movement
in the value of the derivative. Unlike exchange traded derivatives, over-the-counter (OTC)
derivatives have credit risk associated with the counterparty or institution facilitating the trade.

High vyield risk: Higher yielding debt securities characteristically bear greater credit risk than
investment grade and/or government securities.

Liquidity risk: Liquidity is a measure of how easily an investment can be converted to cash
without a loss of capital and/or income in the process. The value of assets may be significantly
impacted by liquidity risk during adverse markets conditions.

Operational risk: The main risks are related to systems and process failures. Investment
processes are overseen by independent risk functions which are subject to independent audit
and supervised by regulators.



Important information

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 nor should it be regarded as investment
research. This document has not been reviewed by The Monetary Authority of Singapore (the “MAS”).

HSBC Global Asset Management (Singapore) Limited (“AMSG”) has based this document on information obtained
from sources it reasonably believes to be reliable. However, AMSG does not warrant, guarantee or represent, expressly
or by implication, the accuracy, validity or completeness of such information. Any views and opinions expressed in this
document are subject to change without notice. It does not have regard to the specific investment objectives, financial
situation, or needs of any specific person. Investors and potential investors should not make any investment solely
based on the information provided in this document and should read the offering documents (including the risk
warnings), before investing. Investors should seek advice from an independent financial adviser. Investment involves
risk. Past performance and any forecasts on the economy, stock or bond market, or economic trends are not indicative
of future performance. The value of investments and income accruing to them, if any, may fall or rise and investor may
not get back the original sum invested. Changes in rates of currency exchange may significantly affect the value of the
investment.

This document is provided for information only.

In Singapore, this document is issued by AMSG who is licensed by MAS to conduct Fund Management Regulated
Activity in Singapore. AMSG is not licensed to carry out asset or fund management activities outside of Singapore.

HSBC Global Asset Management (Singapore) Limited

10 Marina Boulevard, Marina Bay Financial Centre, Tower 2, #48-01, Singapore 018983
Telephone: (65) 6658 2900 Facsimile: (65) 6225 4324

Website: https://www.assetmanagement.hsbc.com.sg/

Company Registration No. 198602036R
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