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Resilient growth amid energy price volatility
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+ \/olatile energy markets continue to swing inflation and rate
expectations...

¢ .. .but moves in core inflation have been much more
benign...

¢ ...and most activity data are holding up reasonably well

Uncertainties over the path to a resolution of the Middle East conflict have caused
the oil price to move in a volatile manner in recent weeks — firstly back up to
USD100/b, then back below USD80/b — the difference having quite a sizeable
impact on the global economic outlook. At the time of writing, markets remain
hopeful of a resolution; however, as we have seen, this can change quickly.

Headline risks, core contained

Headline inflation risks, therefore, remain acute: beyond oil and gas, other
commodity prices remain elevated. And the rising probability of a more powerful El
Nifo later this year is keeping food prices high, particularly rice prices.

The encouraging part of the inflation story is the lack of spillover into other areas
of the inflation basket. Our measures of so-called ‘supercore’ inflation, which strip
out food, energy and their related items (such as airfares and food away from home),
have hardly budged. In most economies (with the notable exception of the
Philippines), inflation increases since February have been concentrated in
headline inflation rather than core measures. US inflation in June saw this quite
clearly, even if the eurozone flash release saw a slight tick up in core inflation. In
most of Asia, for now, inflationary pressures remain on the food and energy side.

Commodities and EI Nifio
pressuring headline inflation

But underlying prices
pressures are contained

1. US energy inflation dipped in June 2. Eurozone core inflation remains under
control
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Consumption and Al demand
have bolstered growth

We expect the ECB to hike
rates again in September
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Robust Q2 growth

Surprisingly, global growth data for Q2 have broadly performed well. Despite higher headline
inflation squeezing household incomes, US and European consumers have kept spending, and,
in Asia, Korea and Taiwan recorded robust growth, primarily driven by Al demand. Mainland
China’s domestic activity remains subdued, but trade data are still robust, with exports rising for
high-tech products. The recent Politburo meeting didn’t announce any new stimulus, but it did
emphasise service-related consumption and promoting a more balanced trade profile.

3. US consumer spending is still robust 4. Semiconductor Industrial Production
(IP) remains strong in Asia
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Additional tariffs

On the trade front, the US implemented a 10-12.5% tariff on 60 trading partners under Section
301, effective 24 July 2026, although products subject to Section 232 tariffs are exempt. At the
same time, the US administration has threatened the EU with additional tariffs after the EU
imposed fines on several US tech companies over unethical conduct.

Policy challenges

How these inflation and growth cross-currents interact is crucial for policymakers. Although we
expect the European Central Bank (ECB) to now deliver another rate rise in September, for
other major central banks it is a much tougher balancing act. We continue to expect the Federal
Reserve and the Bank of England to remain on hold; however, as with so much of the global
outlook right now, this hinges on oil prices remaining under control.



Key recent releases
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Consensus Actual vs.
Date Market Release Period Actual expectation Prior Consensus
15Jul  Mainland China  GDP (% y-0-y) Q2 43 45 5.0 v
16Jul UK Monthly GDP (% 3M-3M) May 0.7 05 0.8 A
30Jul  US Real GDP (% g-0-q, Q2, 1+t 1.5 2.0 2.1 v
annualised) release
31Jul  Eurozone HICP (% y-0-y) Jul, flash 2.9 2.9 2.8 >
3 Aug us ISM manufacturing (Index) Jul 55.6 53.9 53.3 A
5Aug US ISM services (Index) Jul 54.1 54.5 54.0 v
7Aug  Mainland China  Exports (% y-0-y) Jul 23.9 23.0 27.0 A
7Aug  Mainland China  Imports (% y-0-y) Jul 275 29.7 36.0 v
7Aug  US Nonfarm payrolls, monthly Jul 23 88 20 v
change (000s)

Source: Bloomberg, HSBC
A\ Positive surprise — actual is higher than consensus, ¥ Negative surprise — actual is lower than consensus, < Actual is in line with consensus

Key upcoming events

Date Market Rel Period
12 Aug us CPI Jul
13 Aug UK GDP Q2
14 Aug Eurozone GDP Q2
14 Aug us Retail Sales Jul
17 Aug Mainland China Retail Sales Jul
19 Aug UK CPI Jul
20 Aug Mainland China People’s Bank of China interest rate announcement -
21 Aug UK Retail Sales Jul
21 Aug EU/UKIUS PMIs Aug
1 Sep Eurozone HICP Aug
4 Sep us Non-Farm Payrolls Aug

Source: LSEG Eikon, HSBC
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Important disclosures

This document is for information purposes only and it should not be regarded as an offer to sell or as a solicitation of an offer to
buy the securities or other investment products mentioned in it and/or to participate in any trading strategy. Information in this
document is general and should not be construed as personal advice, given it has been prepared without taking account of the
objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on it, consider the
appropriateness of the information, having regard to their objectives, financial situation and needs. If necessary, seek professional
investment and tax advice.

Certain investment products mentioned in this document may not be eligible for sale in some states or countries, and they may
not be suitable for all types of investors. Investors should consult with their HSBC representative regarding the suitability of the
investment products mentioned in this document and take into account their specific investment objectives, financial situation or
particular needs before making a commitment to purchase investment products.

The value of and the income produced by the investment products mentioned in this document may fluctuate, so that an investor
may get back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value
that could equal or exceed the amount invested. Value and income from investment products may be adversely affected by
exchange rates, interest rates, or other factors. Past performance of a particular investment product is not indicative of future
results.

HSBC and its affiliates will from time to time sell to and buy from customers the securities/instruments (including derivatives) of
companies covered in HSBC Research on a principal or agency basis.

Whether, or in what time frame, an update of this analysis will be published is not determined in advance.

HSBC may use Artificial Intelligence (Al) tools approved for adoption within HSBC in the development of its research reports,
utilizing these technologies to analyse large volumes of data, enhance efficiency and improve the overall user experience. This
includes but is not limited to paraphrasing, developing suitable captions and supporting data visualisation. It is important to note
that while Al tools assist in various aspects of report creation, all investment recommendations and opinions presented herein are
formulated and approved exclusively by our research analysts. The final content of the report reflects the professional judgement
and expertise of our research analysts, ensuring compliance with regulatory standards and maintaining the integrity of our
research process.

Additional disclosures
1  This report is dated as at 11 August 2026.

2 All market data included in this report are dated as at close 10 August 2026, unless a different date and/or a specific time
of day is indicated in the report.

3  HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its
Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of
Research operate and have a management reporting line independent of HSBC's Investment Banking business.
Information Barrier procedures are in place between the Investment Banking, Principal Trading, and Research businesses
to ensure that any confidential and/or price sensitive information is handled in an appropriate manner.

4 You are not permitted to use, for reference, any data in this document for the purpose of (i) determining the interest
payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the
price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument,
and/or (iii) measuring the performance of a financial instrument or of an investment fund.
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or other consequences of any kind that you may incur or suffer as a result of, arising from or relating to your use of or reliance on this document. HBAP and the Distributors give no guarantee,
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by you. You should consult your professional advisor in your jurisdiction if you have any questions regarding the contents of this document. You should not reproduce or further distribute the contents
of this document to any person or entity, whether in whole or in part, for any purpose. This document may not be distributed to any jurisdiction where its distribution is unlawful.

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
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The following statement is only applicable to by HSBC Bank Australia with regard to how the publication is distributed to its customers: This document is distributed by HSBC Bank Australia Limited
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Important Information about the Hongkong and Shanghai Banking Corporation Limited, India (‘HSBC India”)
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Important information on sustainable investing

“Sustainable investments” include investment approaches or instruments which consider environmental, social, governance and/or other sustainability factors (collectively, “sustainability”) to
varying degrees. Certain instruments we include within this category may be in the process of changing to deliver sustainability outcomes.

There is no guarantee that sustainable investments will produce returns similar to those which don't consider these factors. Sustainable investments may diverge from traditional market benchmarks.
In addition, there is no standard definition of, or measurement criteria for sustainable investments, or the impact of sustainable investments (“sustainability impact”). Sustainable investment and
sustainability impact measurement criteria are (a) highly subjective and (b) may vary significantly across and within sectors.

HSBC may rely on measurement criteria devised and/or reported by third party providers or issuers. HSBC does not always conduct its own specific due diligence in relation to measurement
criteria. There is no guarantee: (a) that the nature of the sustainability impact or measurement criteria of an investment will be aligned with any particular investor’s sustainability goals; or (b)
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Sustainable investing is an evolving area and new regulations may come into effect which may affect how an investment is categorised or labelled. An investment which is considered to fulfil
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