
Investment Arena:
The Current Market Situation
There is no denying that the recent market 

volatility has affected economies all over 

the world, in particular the international 

financial markets. Investors from different 

nations and financial backgrounds were 

immensely shaken, and have leant towards 

pessimistic outlooks regarding the possibility 

of meltdown in the marketplace unless a 

solid resolution is found.

This sudden downturn is not uncommon in global investment 
markets. Experienced investors know that opportunities for growth 
and stability can still be found in times of high volatility.

Some factors that can affect the value of 
funds/money:

Inflation. Inflation is a rise in the general level of prices of goods 
and services in an economy over a period of time and can also be 
described as a decline in the real value of money. With inflation, 
the money you earn today will not be worth as much as 10 years 
from now.

Interest rate fluctuations. A drop in interest rates means a 
smaller return on your deposits, and if the interest rate is lower 
than the rate of inflation, your savings lose value. But for some 
investments, such as equities and bonds, the value of your 
investment may rise because of the drop in interest rates.

International economic trends. What happens in other 
economies can affect the value of your money. Political circumstances, 
GDP growth, and stock-market indices in other countries can all 
have an impact on the purchasing power of your money.

Protect your portfolio from the effects of 
rising inflation.

Inflation is a natural consequence of a growing economy because 
of increasing consumer demand. However, sudden and prolonged 
spikes in inflation may be a threat to our standard of living. As 
goods and services become more expensive, the value of money 
falls. This means that the real return on our investments is lower. 
For example, if the full-year inflation forecast is 6% and your 
investment rate return is 10%, your real return works out to be only 4%.

In recent months, record-high prices of oil and food have been 
driving up inflation around the world. In the US, the Consumer Price 
Index (CPI), a widely used measure of inflation, rose 5% in June. 

HSBC Global Reach Fund (‘Fund’)

The HSBC Global Reach Fund is designed to 
provide benefits that meet your financial planning 
goals when you make the decision to invest and 
grow your wealth - no matter how unpredictable 
the financial climate is.

Regardless of market conditions, this Fund aims to 
help you preserve capital and minimise downside risks during times 
of high volatility or market fluctuation by ensuring that the portfolio 
will always have exposure to three diversified asset classes that 
can help cushion the effects of market downturns.

The flexibility to participate in equity markets via an equity fund 
and a globally diversified hedge fund allows assets to accumulate 
over the medium to long term at a growth rate that is faster than 
cash deposits. In addition, all foreign exchange exposure is hedged 
back to Singapore dollars. As foreign exchange can erode returns, 
this means that your base capital that is denominated in Singapore 
dollars will be protected.

HSBC Global Investment Fund (HGIF) 

We have recently introduced two new Global Investment Funds, 
namely the HGIF Brazil Equity Fund and HGIF Emerging Wealth Fund. 

The HGIF Brazil Equity Fund seeks long-term returns from capital 
growth by investing at least two thirds of its total non-cash assets 
in a well diversified portfolio of investments in equity of companies 
that have their offices in Brazil, or are listed on a Brazilian stock 
exchange. Investments are also made in companies which conduct 
significant business activities in Brazil. 

The fund adopts a fundamental bottom-up evaluation of Brazilian 
companies with preference to discounted cash flow valuation 
models with a 10-year horizon.

The HGIF Emerging Wealth Fund aims for long-term returns from 
capital growth by investing at least two thirds of its total non-cash 
assets in a well diversified portfolio of investments in corporate equity 
from any country. This fund has a diverse portfolio of around 70-80 
stocks and there’s a 50-50 split between stocks in emerging and 
developed markets, with a possible tactical allocation of up to 70% 
in either market. Up to 10% in cash can be invested in the sub-fund.

Capital Secured Growth Funds

Capital Secured Growth Funds* are investment products that offer 
capital protection plus any growth potential linked to the 
performance of the underlying assets over an investment period, 

regardless of the market conditions and apply to investors who hold 
their investment until the end of the investment period (i.e., the 
Maturity date.)

We are proud to introduce the Middle East Growth Fund, 
Commodity Growth Fund and Energy & Mining Bond Fund. These 
funds are designed to return your capital in full; however this is not 
a guaranteed investment. 

Growth of the Middle East Growth Fund is linked to the HSBC 
Optimised GCC, Egypt and Jordan Price Return Index, Commodity 
Growth Fund linked to Standard & Poor’s Commodity Trends 
Indicator Price Return USD Index (S&P CTI) and Energy & Mining 
Bond Fund linked to an equally-weighted basket of 16 energy and 
mining related companies. For the Energy & Mining Bond Fund, 
there is a bonus potential linked to an equally weighted basket of 
16 stocks, subject to a cap of 9% on growth. A potential bonus is 
paid at the end of each of the 3 investment periods, if the stock 
basket performance is positive since fund inception.

To find out more about these funds and to 
get a free financial health check, please come 
in to your nearest branch and talk to any of 
our experienced and qualified Personal Bankers 
or Relationship Managers today!

* Capital Secured Growth Funds is not a guaranteed fund

Europe’s CPI reached a 16-year high of 4% in June, while in 
Singapore, inflation maintained a 26-year high of 7.5% over May 
and June 2008#.

#Source: Bloomberg

Combat inflation with HSBC Emerging 
Markets Inflation-Linked Bond Fund.

Over time, the compounded effects of inflation can take their toll on 
your retirement nest egg. Perhaps, now is the time to rethink how 
to manage your wealth and determine that returns from cash 
deposits may not be enough.

Inflation-linked bonds (ILB) can help minimise the negative effects 
of rising inflation. Generally, the principal on government-issued 
ILBs is pegged to the Consumer Price Index (CPI) of the issuing 
country and increases as inflation rises.

For example, if you have a conventional BND100 bond that pays an 
annual coupon of 5%, your yearly payment would be BND5 
(BND100 x 5%). By contrast, in an environment of 10% inflation, 
the principal of an inflation-linked bond may increase to BND110, 
resulting in an interest payment of BND5.50 (BND110 x 5%).

The ILB market has grown dramatically over the past few years. As 
of 2008, government-issued ILBs compromise over US$1.5 trillion 
of the international debt market. Supply consists mainly of 
government bonds, with corporate inflation-linked bonds constituting 
a small portion of the market.

The HSBC Emerging Markets Inflation-Linked Bond Fund can help 
protect your returns from inflation. The fund aims to generate an 
attractive real level of income and capital appreciation by utilising 
a range of strategies from within, such as, emerging markets 
inflation-linked interest rate and currency exposure.

KEEP INVESTING:
Unlock global opportunities 
to earn steady returns.

As the worlds local bank. we have tapped 
our global and local investment expertise 
to provide some strategies to help you 
combat factors that can affect the value of 
your funds. 
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