N HSBC Asset Management

Emerging Markets Debt:
Strength, Resilience, and Opportunity\

November 2025

This is a Marketing communication. For institutional investor and
financial advisor use only. Not for further distribution.

L. Bryan Cater Amanda LaMarca Hall

Head of Emerging Markets Debt Senior Investment Specialist,
HSBC Asset Management (UK) Emerging Markets Debt

HSBC Asset Management (US)

Following an impressive performance in 2025, (EMD) continues to offer a compelling investment opportunity. As the
global economic landscape shifts, EMD stands as a pillar of prospect, offering potentially attractive yields, solid credit
quality, and a compelling risk-reward profile. This segment remains well-positioned for growth in a shifting
macroeconomic environment, providing investors both return potential and diversification benefits.
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Central to EMD's appeal is the marked improvement

in the fundamentals driven by fiscal discipline 100
exhibited by many emerging market (EM) countries.
Over the years, a commitment to sound fiscal 80

management has bolstered their resilience, allowing

these nations to weather geopolitical uncertainties, 60
tariff pressures, economic slowdowns, and external \/\/v’__
shocks more effectively than some developed 40

markets (DM). Credit rating agencies have
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increasingly recognized these improvements, with 20
the average rating for EM sovereigns rising and 0 5
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likelihood of rating upgrades in upcoming reviews.
. . L . Source: IMF World Economic Outlook, and HSBC Asset Management,
This trend, combined with improving fundamentals, as of 30 April 2025.

underscores the growing strength of EM economies.

Source: HSBC Asset Management, November 2025. This document provides a high-level overview of the recent economic environment. Any forecast, projection or target
where provided is indicative only and is not guaranteed in any way. The views expressed above were held at the time of preparation and are subject to change without
notice. This information shouldn't be considered as a recommendation to invest in the regions and currencies mentioned. Diversification does not ensure a profit or
protect against loss.
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2. EM Hard Currency Debt

EM credit spreads remain well behaved, reflecting the positive ratings story of EM countries, with upgrades across
major economies like Argentina, India, Saudi Arabia and Turkey. Looking ahead, several smaller frontier countries are
poised to gain investment grade status, including Costa Rica, Dominican Republic, Ivory Coast, Morocco, Paraguay and
Serbia. EM corporates also benefit from the same constructive ratings context, with the 12-month rolling net credit
ratings actions in EM corporates running at all-time highs and having turned net positive now in all EM regions. The
carry of EM bonds remains attractive thanks to a higher-for-longer rates environment in the US, meaning asset
allocators are not too late to join the EMD trade.
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Source: HSBC Asset Management, Moody's, S&P, Fitch, September 2025.
Any views expressed were held at the time of preparation and are subject to change without notice.
While any forecast, projection or target where provided is indicative only and not guaranteed in any way.



3. EM Local Debt

One of the things that stands out in this strong cycle for emerging markets is the fact that monetary policy has
been so independent from the Federal Reserve. For the first time in history, EM central banks cut interest rates
ahead of and faster than the Fed, owing to a more favorable inflation environment in EM relative to the US. The
environment remains constructive given these factors, coupled with the likelihood that EM central banks to
continue reduce interest rates regardless of the Federal Reserve policy stance. We expect that many EMs will
continue to lower rates in 2025 and 2026. This is not an isolated phenomenon but rather represents the
maturation of the asset class and the growing strength and credibility of EM currencies and local bond markets.

Average EM policy rate vs the Fed funds target rate
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Additionally, a weaker US dollar, partly driven by questions around the safe haven status of US assets and US
exceptionalism, could further boost EM currency returns.

We see three primary drivers for the weakening US dollar trend and continued support of the EMD
currency trade:

1. A Federal Reserve that is biased to ease policy, maintaining downward pressure on front end US vyields;

2. The relative quality differential between EM and DM with regard to lower debt ratios and more sustainable
debt service capacity, external account improvements, and positive credit ratings momentum; and

3. Ongoing negotiation of bilateral trade deals between the US and its major trading partners that increasingly
offset tariffs in exchange for currency appreciation.

Source: HSBC Asset Management, JP Morgan, September 2025.
Any views expressed were held at the time of preparation and are subject to change without notice.
While any forecast, projection or target where provided is indicative only and not guaranteed in any way. The level of yield is not guaranteed and may rise or fall in the future.



4. EM Corporate Debt

EM Corporate debt's value proposition is multifaceted, offering diversification, resilience, and attractive yields. Unlike
U.S. corporates, which are heavily influenced by domestic economic cycles and Federal Reserve policy, EM corporates
are not beholden to a single economic narrative. This diversification reduces the correlation risk, making them a
stabilizing force in global portfolios. In addition, EM companies demonstrate stronger financial discipline compared to
their DM peers, on average. They tend to have lower leverage, greater debt prudence, and more consistent currency
risk hedging.
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EM Corporate debt has a lower duration profile, and as a result, performance is less correlated to US Treasuries than
other asset classes. With this lower correlation, higher yields, lower duration, and investor base differences, EM
corporates can help diversify and stabilise a portfolio’s risk-adjusted returns over the longer-term.

The outlook for EM corporates is particularly encouraging. Their higher yields, coupled with the prospect of capital
gains from cyclically declining interest rates, present a prospect for strong returns. This convergence of favorable
macroeconomic trends, country-level improvements, and corporate strength positions EM corporates as an attractive
investment opportunity.

Source: J.P. Morgan, Moody's, S&P, Fitch, Bloomberg Finance L.P., HSBC Asset Management, September 2025.
Any views expressed were held at the time of preparation and are subject to change without notice.
While any forecast, projection or target where provided is indicative only and not guaranteed in any way.



5. Under-Allocation Creates Room for Growth

Despite these strengths, EMD remains under-represented in global portfolios driven by a legacy of cautious investor
sentiment since the pandemic years. This under-allocation presents a significant opportunity for institutional and retail
investors alike, as renewed focus on EMD is expected to drive substantial inflows into the asset class. Flows are starting to
come back to the asset class in a meaningful way, with the most significant allocations wave underway in over a decade.
Also of note, a higher percentage of allocations are coming from local EM regional investors directly. For example, the

percentage of EM new issue allocations going to local investors in the Middle East and in Eastern Europe are at all-time
highs, underpinned by strong economic growth stories and wealth creation.

$bn
150

100

50

-50
«© M~ [ee] (o)) (@} — N [sg} < Yo}
— — — — N o~ N N N N
I~ o o o o o o o o o
o B N N o N o i o iy
3 = o o ) (o) =) S S S
Q o S > S
) D > 3 > > - -
] 3 Z < < < < -
= Total Blended Hard currency Bonds = Local currency bonds

Conclusion

Emerging Markets Debt stands out as a strategic opportunity, combining resilient fundamentals, potentially attractive yield
opportunities, and ongoing improvements in credit quality. With the improvement in fundamentals, the EMD asset class
has transformed. In the past, the universe was seen as dominated by lower rated, high volatility names — a segment to
invest when chasing yields. Today, the asset class has matured with the majority of the top weighted countries in the
index Investment-grade rated (JPM EMBIG Div). These are countries with strong balance sheets, credible policy
frameworks, and real growth engines. Even for the high yield sector, many of these countries now have in place robust
policy settings, solid external buffers, and improving credit metrics. Investors no longer need to sacrifice credit quality for
yield, EMD offers investment-grade balance sheets with premium spreads.

With strong fundamentals, potentially attractive yields, diversification benefits, and higher credit quality, EMD continues to
be a strategic allocation for investors aiming to balance risk, reward, and opportunity in an ever-evolving global market.

Source: HSBC Asset Management, September 2025. Past Performance does not predict future returns. Any views
expressed were held at the time of preparation and are subject to change without notice.



Important Information

For institutional investor and financial advisor use only.

This document is for information only and does not constitute investment advice, a solicitation or a recommendation to
buy, sell or subscribe to any investment. It is not intended to provide and should not be relied upon for accounting, legal or
tax advice. Nothing herein shall be construed as an offer to sell any product or security. Any such offering shall be made
only in compliance with applicable law including, without limitation, the Securities Act of 1933, as amended, or an
exemption therefrom.

Any fund or potential fund alluded to herein has not been registered under the U.S. Securities Act of 1933, as amended
(the “Act”). As such, interests in such vehicle may not be offered or sold in the United States other than pursuant to
exemption from the requirements of the Act.

HSBC Asset Management is the brand name for the asset management businesses of HSBC Group. HSBC Global Asset
Management (USA) Inc. is an investment adviser registered with the US Securities and Exchange Commission.

HSBC Asset Management has based this material on information obtained from sources it believes to be reliable but
which it has not independently verified. HSBC Asset Management and HSBC Group accept no responsibility as to its
accuracy or completeness.

Any statistical information pertaining to HSBC Asset Management personnel or assets may be aggregated. Assets under
management may include assets managed by affiliates of HSBC Asset Management, which may provide advice in the
form of portfolio construction, sector allocations and / or stock recommendations.

The views expressed were held at the time of preparation and are subject to change without notice.
Forecasts, projections or targets are indicative only and are not guaranteed in any way.

There are important differences in how the strategy is carried out in each investment vehicle. A separately managed
account may not be suitable for all investors and a minimum asset level is required. Please refer to the Form ADV Part 2A
for important information about the investment adviser.

The contents of this document are confidential and may not be reproduced or further distributed to any person or entity,
whether in whole or in part, for any purpose without prior written permission.

© Copyright 2025. HSBC Asset Management. All rights reserved.
Content ID D058953 Expiry date 31.10.2026



Important Information for Swiss Investors

For institutional investor and financial advisor use only.
Non-contractual document. Not for further distribution.

This information is intended exclusively for professional clients, is for informational purposes only and does not constitute
an offer, solicitation, or recommendation to buy or sell any financial instrument. It has no contractual or legally binding
value. The information contained herein is based on sources deemed reliable but is not guaranteed for accuracy or
completeness. Past performance is not indicative of future results. Investors should conduct their own analysis and seek
professional advice before making investment decisions. Unauthorized distribution, reproduction, or use of this document
is strictly prohibited.

Investing in financial markets entails risks. The value of investments and any income derived from them may fluctuate,
and investors may not recover the amount originally invested. Investors may lose their entire investment and, in some
cases, more.

* Investments in foreign securities may be affected by exchange rate fluctuations, which can increase or decrease
investment value.

» Emerging markets investments carry higher risks and volatility than those in developed markets.
» Stock market investments should be viewed as medium- to long-term investments and held for several years.
Performance Information & Limitations

Any performance data presented refer to past performance and do not guarantee future results. Future returns may differ
significantly from past trends. Performance data do not account for commissions and costs incurred upon the subscription
or redemption of fund units. Any forecast, projection, or target mentioned is indicative only and not guaranteed in any
way. HSBC Asset Management accepts no liability for any failure to meet such projections.

Important information for professional investors in Liechtenstein

This information is intended exclusively for professional clients within the meaning of Annex Il of Directive 2014/65/EU
(MIFID 11). It does not constitute an offer to the public or a solicitation to sell or market investment products into
Liechtenstein. This information is provided for informational purposes only and is not intended for distribution to retail
investors.
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