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Key takeaways

S tructural trends underpin equity market resilience

Asset class 6-month view  Comment                                                                                                                      

Global equities 

Despite high and volatile oil prices, resilient economic growth, strong earnings 
and AI -driven investment continue to support positive investor sentiment. We  
maintain our strategy of broad -based equity exposure.

Government bonds 
Volatility remains high, with excessive hikes already priced in. We remain focused 
on clipping coupons to capture attractive income.

Investment grade 
(IG) corporate bonds


While spreads are tight, attractive yields continue to support demand for income 
and diversification, with a preference for 5 -7-year duration.

High yield (HY) 
corporate bonds

 While macro risks remain elevated, risk appetite is supported by attractive yields.

Gold 

In addition to USD stability, central bank purchases, geopolitical and fiscal 
uncertainty and continued demand for safe havens should continue to support 
gold prices.

◆ Historically, US midterm elections often lead to some volatility, but markets 
have proven resilient, thanks to structural trends broadening earnings growth. 
We favour US equities across IT, Communications, Materials, Industrials, 
Financials and Energy, and complement our broad -based equity exposure 
with quality bonds and infrastructure for income, as well as alternative assets, 
whenever appropriate, for diversification.

◆ The Fed reiterated its commitment to tackling inflation, which helps improve 
its credibility. While the hawkish messaging led markets to price in three 
further hikes by June 2027, we expect one more hike this year . US Treasury 
yields may have peaked and offer fair value. With limited near -term catalysts 
for significant spread widening, we favour DM corporate investment grade 
bonds with 5 -7-year duration, where yields remain attractive.

◆ In Asia, China’s growth outlook remains K -shaped, with strong technology and exports but sluggish consumption and 
investment. Equity market performance is also mixed, depending on the sector composition of indices. We move 
mainland Chinese equities to neutral, balancing innovation with high -quality dividend stocks. Hong Kong equities are 
backed by robust liquidity inflows, increased IPO listings, improving residential property activity and supportive policies. 
Strong AI momentum also helps drive earnings growth in Japan, South Korea and Singapore. We upgrade Asian high 
yield to overweight due to improved valuations, shorter duration risk and additional spread premium.
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Talking points
Each month, we discuss 3 key issues facing investors 

Sources: Bloomberg, HSBC Private Bank and Premier Wealth  as at 
20 September 2026. Past performance is not a reliable indicator of future 
performance.

Chart 1: Equity market performance after the US 
midterms

Sources: Bloomberg, HSBC Private Bank and Premier Wealth as at 
20 September 2026. Past performance is not a reliable indicator of future 
performance. 

Chart 3: Index performance in mainland China and 
Hong Kong has been mixed

1.  How should investors position themselves for the US midterms?

◆ The US midterm elections will be held on 3 November. Historically, 
there is some volatility ahead of the event, with a dip linked to 
increased uncertainty and a rally following confirmation of results 
(except for the 1930s).

◆ Nevertheless, we believe strong and broadening earnings growth 
should remain in place, as productivity gains from AI are still in their 
early stages, while AI capex will continue to boost sentiment and 
provide a wider set of opportunities across sectors. Moreover, re -
onshoring and the build -out of energy independence are structural in 
nature and should continue to underpin the US market.

◆ We remain bullish on US equities and technology but adopt a more 
selective approach beyond the largest tech companies, favouring 
those with healthy balance sheets and exposure to the structural 
drivers across Communications, Materials, Industrials, Financials 
and Energy. Our multi -asset strategy complements broad -based 
equity exposure with quality bonds and infrastructure for income, 
and alternative assets, where appropriate, for diversification. 

Chart 2: Inflation is moderating but not fast enough 

3.  What is the market outlook for Asia?

◆ The outlook across Asia has become more differentiated. China’s 
economic landscape remains uneven. Strong technology and 
advanced manufacturing, supported by AI -led innovation, are driving 
robust exports. However, the sluggish property market continues to 
weigh on sentiment, consumption and investment. 

◆ This K -shaped momentum has led to mixed equity performance, 
depending on the sector composition of indices. The MSCI China 
benchmark index, which includes many internet platform companies, 
has underperformed indices with greater exposure to hardware 
companies or AI -enabled adopters.

◆ While we move mainland Chinese equities to a neutral position, this 
does not represent a negative outlook on the broader market. We 
continue to balance innovation with high -quality dividend stocks. 
Hong Kong equities are backed by robust liquidity inflows, increased 
IPO listings, improving residential property activity and policy 
support. Strong AI momentum also remains a tailwind for Japan, 
South Korea and Singapore. For bonds, Asian investment grade 
credit has outperformed its US peers, but tighter spreads and 
relatively expensive Chinese tech bonds have weakened its appeal. 
However, improved valuations, shorter duration risk and additional 
spread premium support our upgrade of Asian high yield to 
overweight. 

2.  What does the Fed’s messaging mean for bond markets?

◆ The bond market has been volatile recently, with the 10 -year US 
Treasury yield reaching 5%. The Fed Chair adopted a hawkish tone 
by reaffirming his commitment to price stability while maintaining a 
positive growth outlook. This helps improve the Fed’s credibility and 
ease the bond market sell -off.

◆ Currently, the front end of the yield curve prices in three more Fed 
rate hikes by June 2027. We believe they are excessive, as core 
inflation is around 2.5% in spite of elevated and volatile oil prices. 

◆ Despite a downward trend in core inflation, we expect one further 
hike this year, as policymakers seek to achieve the 2% inflation target 
faster, followed by a pause throughout 2027. US Treasury yields may 
have peaked and offer fair value to investors. Despite a surge in 
investment grade credit supply and geopolitical tensions, near -term 
catalysts for significant spread widening appear limited. We favour 
DM corporate investment grade bonds with 5 -7-year duration, where 
yields remain attractive.

Sources: Bloomberg, HSBC Private Bank and Premier Wealth as at 
21 September 2026. Past performance is not a reliable indicator of future 
performance. 
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Asset Class Views - Our latest house view on various asset classes 

Asset  class 6-month view Comment

Global equities

Global 
Despite high and volatile oil prices, resilient economic growth, strong earnings and AI -driven investment 
continue to support positive investor sentiment. We  maintain our strategy of broad -based equity exposure.

United States 
Accelerating AI adoption and investment, along with structural trends, are broadening earnings growth across 
sectors. The midterm elections and government deficits may create uncertainty.

United Kingdom 
The UK equity market’s value style offers diversification, although limited exposure to tech upside and fiscal 
uncertainty ahead of the budget continue to weigh on the outlook.

Europe ex -UK 
While certain economic data and earnings have exceeded expectations, the region’s relatively higher exposure 
to natural gas risk and lower exposure to the AI cycle warrant a neutral position for now. 

Japan 
An improved earnings outlook boosted by AI -related demand, corporate governance reforms, wage growth, 
reflation and fiscal support are positive drivers. JPY intervention helps create stability. 

Emerging Market  
(EM) 

Elevated oil prices remain headwinds for the region. EM Asia is relatively more resilient given its strategic role in 
the global AI supply chain, but we have become more selective.

EM  EMEA 
A bullish outlook for gold is positive for South Africa, but the unresolved Middle East conflict remains a drag on 
the region.

EM  LatAm  Elections continue to present two -way risks, while strong commodity earnings are offset by limited AI exposure. 

Asia ex -Japan equities

Asia  ex -Japan 
We remain selective in capturing the region’s diverse opportunities, favouring markets with exposure to the AI 
cycle and attractive local growth drivers.

China ↓ China’s K -shaped recovery has led to mixed equity market performance. While we move Chinese equities to 
neutral, we continue to balance innovation with high -quality dividend stocks through our barbell approach.

India 
Despite increased inflows and a modest earnings uptick, near -term inflation risks and elevated valuations 
remain headwinds.  Financials and industrials are supported by solid fundamentals.

Hong Kong 

The five -year plan reinforces the government’s priorities in finance, innovation and urbanisation. Reasonable 
valuations, ongoing liquidity inflows, increased local IPO activity, and an improving economic outlook remain 
positive drivers.

Singapore 
While the market is viewed as relatively defensive, it offers exposure to opportunities across AI, defence and 
financials. 

South Korea 
The global memory and AI investment cycle remains accretive to the earnings outlook, while corporate 
governance reform and attractive valuations also contribute to the favourable backdrop.

Taiwan 
Structural opportunities in AI continue to support earnings among key tech enablers, but rich valuations remain 
a concern.  

Government  bonds

Developed markets 
(DM) 

Volatility remains high, with excessive hikes already priced in. We remain focused on clipping coupons to 
capture attractive income.

United States 

Following the rate hike in September, we expect another hike by the end of the year. US Treasury yields may 
have peaked and offer fair value, but heavier issuance could increase volatility. We believe that while short rates 
may stay volatile, there is value in medium -term maturities.

United Kingdom 
While the BoE kept rates unchanged in September, persistent energy -driven inflation could require further 
tightening. We now expect two additional hikes through Q1 2027, taking Bank Rate to 4.25% by then.

Eurozone 
The economic forecasts showed an upward revision to both GDP growth and inflation for next year. We now 
expect one additional rate hike in December. 

Japan 

We expect range -bound trading for JGBs after the September rate hike and prefer medium -to-long maturities. 
The inflation outlook, potential fiscal slippage and domestic bond market support remain in focus. We expect 
another hike in Q1 next year. 

EM (Local  
currency) 

A stable USD helps reduce FX headwinds, but US rate hikes mean very few EM central banks have scope for 
rate cuts.

EM (Hard currency)  While attractive yields are supportive, we remain selective and focused on quality.

Corporate bonds 

Global investment 
grade (IG) 

While spreads are tight, attractive yields continue to support demand for income and diversification, with a 
preference for 5 -7-year duration.

USD investment  
grade 

Financial conditions and healthy balance sheets remain supportive. Credit spreads are tight, but yields remain 
attractive.

EUR investment  
grade 

We favour EUR investment grade credit for its carry and income, while maintaining a medium -to-long duration 
bias.   

GBP investment 
grade 

Fiscal sensitivity can influence local credit conditions and investor sentiment. We prefer quality bonds and short 
duration.

Asian investment 
grade ↓ While Asian credit has outperformed its US counterparts, tighter spreads and relatively expensive Chinese tech 

bonds make it less attractive. We downgrade it to neutral and prefer Australian IG and Asian Financials bonds. 

Global high yield 
(HY)  While macro risks remain elevated, risk appetite is supported by attractive yields.

USD high yield  Despite strong risk appetite, we see better value in quality bonds, especially if rate volatility remains elevated.

EUR high yield  European high yield credit with short -to-medium duration (3 -5 years) offers better value with less rate sensitivity.

GBP high yield 
A weaker currency and softer growth outlook temper enthusiasm for risk assets. We remain neutral on GBP high 
yield.

Asian high yield  ↑ We upgrade Asian high yield based on valuations, scarcity and improving fundamentals. The default rate 
remains persistently low.

Commodities

Gold 
In addition to USD stability, central bank purchases, geopolitical and fiscal uncertainty and continued demand 
for safe havens should continue to support gold prices.

Oil  We expect oil prices to remain volatile as they move with the news flow. 
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Sector Views - Global and regional sector views based on a 6 -month horizon

Sector Global US Europe Asia Comment

Consumer 
Discretionary

   

Consumers sentiment is weak in Europe and more mixed in the US 
and Asia, while the pricing environment remains challenging. The US 
consumer is benefitting from the resilience of the domestic economy. 
Demand remains strong for solar panels, batteries, EVs and air 
conditioners, while luxury goods demand is mixed, with high -end 
luxury performing best. The auto segment outside of the US remains 
under pressure.  

Financials      

Quarterly results continue to exceed high expectations across most 
geographies. Trading desks are seeing sustained strong order flow, 
while corporate advisory (M&A and IPOs) and debt issuance 
businesses continue to boom. The outlook for insurance remains 
mixed, given the rise in weather -related and other catastrophic 
events.

Industrials    

The positive outlook for industrial goods is underpinned by multi -year 
order books, driven by essential upgrades to energy and digital 
infrastructure, a substantial expansion in defence spending, the 
onshoring of manufacturing and efforts to alleviate manufacturing 
capacity bottlenecks. As a result, the overall pricing environment 
remains positive.

Information 
Technology

   

Investment spending continues to drive short -term market volatility 
and may weigh on performance. Valuations remain attractive relative 
to historical levels and the broader market, particularly given the 
sector’s strong quarterly results and forecasts for future growth. 
Demand for AI software, related hardware and semiconductors is 
particularly strong. Earnings visibility continues to improve in Europe.

Communications 
Services

   

Media and entertainment segments continue to report above -average 
sales and earnings growth, alongside undemanding valuations, 
although consumers demand may be affected by rising energy prices 
and other costs. Asia remains attractive, although relative valuations 
are less compelling.

Materials    

Electricity and digital infrastructure build -out and surging electric 
vehicle sales are driving demand and prices for copper and aluminium, 
benefitting mining stocks. Higher energy and feedstock prices are a 
headwind for the bulk chemicals industry, but demand for specialist 
materials for the tech industry is creating profitable niche businesses, 
including composites, nanomaterials and rare earth metals. 

Real Estate   ↓ 

We downgrade European Real Estate primarily based on the prospect 
of a higher -for-longer environment, which is increasing refinancing 
costs, pressuring valuations and weakening balance sheets. The US 
market is benefitting from reshoring trends and demand for IT -related 
infrastructure. China’s property market remains in a difficult situation. 

Consumer 
Staples

   

It is one of the weakest -performing sectors across most markets as 
margins remain under pressure. El Niño  is likely to drive soft 
commodity prices higher, further squeezing margins as consumers are 
highly resistant to price increases. Valuations reflect the sector’s 
limited growth potential.  

Energy    

The sector is benefitting from multiple positive trends that are lifting 
energy demand and prices. Valuations are the lowest among the 
sectors, with many large companies reporting strong cash flows and 
relatively high dividends. The regional conflicts are likely to continue 
for the rest of the year, with damaged energy infrastructure delaying a 
swift return to normality.

Healthcare  ↑  ↑ 

We upgrade European Healthcare as valuations appear to have 
troughed following negative news flow on several potential new 
medicines, while strong cash flows and high dividends add to its 
appeal. As a result of this upgrade and our overweight position in Asia, 
we also upgrade global Healthcare to overweight. M&A continues to 
accelerate as large pharma companies look to fill their product 
pipelines, with innovative Chinese biotech companies benefitting in 
particular. Healthcare services are less appealing. 

Utilities    

Utilities are experiencing a multi -year surge in demand for electricity 
as many segments of the economy transition away from fossil fuels, 
while IT -related demand for electricity continues to soar. With limited 
spare capacity, substantial capital investment is required to upgrade 
generation capacity and transmission infrastructure. 
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Disclaimer
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The contents of this document or video may not be reproduced or further distributed to any person or entity, whether in whole  or in part, for any purpose. This document or video must not 
be distributed in any jurisdiction where its distribution is unlawful. All non -authorised reproduction or use of this document o r video will be the responsibility of the user and may lead to 
legal proceedings. The material contained in this document or video is for general information purposes only and does not con stitute investment research or advice or a recommendation 
to buy or sell investments. Some of the statements contained in this document or video may be considered forward looking stat eme nts which provide current expectations or forecasts of 
future events. Such forward looking statements are not guarantees of future performance or events and involve risks and uncer tainties. Actual results may differ materially from those 
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Receiving parties should not consider this document as a substitute for their own judgment. The past performance of the secur ities or financial instruments mentioned herein is not 
necessarily indicative of future results. All information, as well as prices indicated, are subject to change without prior n otice; Wealth Insights of HSBC Mexico is not obliged to update or 
keep it current or to give any notification in the event that the information presented here undergoes any update or change. The  securities and investment products described herein may 
not be suitable for sale in all jurisdictions or may not be suitable for some categories of investors.

The information contained in this communication is derived from a variety of sources deemed reliable; however, its accuracy o r c ompleteness cannot be guaranteed. HSBC México will not 
be responsible for any loss or damage of any kind that may arise from transmission errors, inaccuracies, omissions, changes i n m arket factors or conditions, or any other circumstance 
beyond the control of HSBC. Different HSBC legal entities may carry out distribution of Wealth Insights internationally in ac cor dance with local regulatory requirements. 

Important Information about the Hongkong and Shanghai Banking Corporation Limited, India (“HSBC India”): HSBC India is a branch of The Hongkong and Shanghai Banking 
Corporation Limited. HSBC India does not distribute or refer investment products to those persons who are either the citizens  or residents of United States of America (USA), Canada or 
any other jurisdiction where such distribution or referral would be contrary to law or regulation.

HSBC India is an AMFI -registered Mutual Fund Distributor and an AMFI -registered Specialized Investment Fund (SIF) Distributor. H SBC India distributes select mutual 
fund schemes and SIF strategies of empaneled Asset Management Companies, and acts as a referrer of other third -party investment products. Mutual Fund investments 
are subject to market risks, read all scheme -related documents carefully. AMFI -registered Mutual Fund Distributor | Date of Initial Registration: 19  Feb 2002 | ARN -0022 I Validity of 
ARN: 18  Feb 2027. AMFI -registered SIF Distributor I Date of initial registration: 27 Oct 2025 | ARN -0022 I Validity of ARN: 26 Oct 2028.

HSBC India will receive commission from HSBC Asset Management (India) Private Limited, in its capacity as a AMFI registered m utual fund distributor of HSBC Mutual Fund. The Sponsor 
of HSBC Mutual Fund is HSBC Securities and Capital Markets (India) Private Limited (HSCI), a member of the HSBC Group. Please  note that HSBC India and the Sponsor being part of the 
HSBC Group, may give rise to real, perceived, or potential conflicts of interest. HSBC India has a policy in place to identif y, prevent and manage such conflict of interest. For more 
information related to investments in the securities market, please visit the SEBI Investor Website: https://investor.sebi.gov.in/ and the SEBI Saa ₹thi Mobile App. 

The following statement is only applicable to HSBC Bank (Taiwan) Limited with regard to how the publication is distributed to  its customers: HSBC Bank (Taiwan) Limited (“the 
Bank”) shall fulfill the fiduciary duty act as a reasonable person once in exercising offering/conducting ordinary care in of fering trust services/ business. However, the Bank disclaims any 
guarantee on the management or operation performance of the trust business.

The following statement is only applicable to PT Bank HSBC Indonesia (“HBID”) : HBID is licensed and supervised by Indonesia Financial Services Authority (“OJK”). Investment 
products that are offered in HBID are third party products, HBID is a selling agent for third party products such as Mutual F und s and Bonds. HBID and HSBC Group (HSBC Holdings Plc 
and its subsidiaries and associates company or any of its branches) do not guarantee the underlying investment, principal or return on customer’s investment. You must read and 
understand the investment policy of each investment product to see if a product contains ESG and sustainability elements and is classified as an ESG and sustainable investment. 
Investment in Mutual Funds and Bonds are not covered by the deposit insurance program of the Indonesian Deposit Insurance Cor poration (“LPS”).
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