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▪ New framework: Regime shift to higher rates, stickier 
inflation, and greater policy intervention. AI remains the core 
theme, with the narrative pivoting from “capex” to 
“deployment/monetisation”. Reduce concentration on single 
market and single sector, while adding low-correlated real 
assets exposure for resilience

▪ US equities: expand beyond semis to broader AI supply 
chain and non-tech beneficiaries. ~60% of AI capex flows to 
industrials, power/utilities, energy supply, and materials. In a 
higher-for-longer rates backdrop, prioritise earnings and cash 
flow; diversify into power grid upgrades, data centres, and 
industrial automation. We also favour cyclical recovery leaders 
such as small caps and biotech

▪ Asia equities: Stabilised oil prices support inflows and 
creates room for monetary easing. Beyond AI, commodities, 
financials, and property themes warrant attention. China A-
shares and RMB offer diversification against global equity/FX 
volatility risk, backed by supply-chain strength, distinct AI 
build-out cycle, and advanced manufacturing policies

▪ Bonds and alternatives: Prefer short-to-medium duration IG 
and EM bonds for yield carry. Accumulate gold on dips. Add 
energy, copper, infrastructure real assets, and floating-rate 
securitised credit for downside protections
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Q3 asset allocation: AI trade dominates

Global asset pricing is moving away from low-inflation, 
rate cuts, and PE multiple-expansion backdrop to a 
higher real rates, stickier inflation, greater policy 
intervention and persistent geopolitical risk regime. 
Investment returns will depend more on earnings growth 
and whether AI capex translates into measurable 
economic impact. Positioning should reflect this shift, as 
the old framework could misprice both risk and return.

We believe AI remains the clearest structural growth 
theme, with the narrative pivoting from “capex” to 
“deployment/monetisation”. Winners will be companies 
that turn AI spending into productivity gains and revenue 
growth. Investment in compute, data centres, power 
generation, and grid upgrades is still accelerating, and AI 
is broadening into resources, infrastructure, industrials, 
defence, and other real-economy sectors.

Geopolitics remains a key swing factor. If the Strait of 
Hormuz reopens and oil prices stabilise, markets can 
refocus on “earnings growth and corporate investment 
expansion”. However, if supply is disrupted again, equity 
and bond risk premium would rise and sector rotation 
should accelerate. For Q3 positioning, participate in AI’s 
real upside, while reducing single region and single 
sector concentration risk, and adding low-correlated real 
assets to strengthen portfolio resilience.
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US equities: from semis to the broader AI capex 

ecosystem

In US equities, we advocate expanding beyond semis to 
the broader AI supply chain. Around 60% of AI capex is 
now flowing toward non-tech sectors, including 
industrials, power and utilities, energy supply chains, 
and related materials. Worth noting that the resilient US 
economy is supporting continued inflows into stock 
markets. Recent strength in small caps and biotech point 
to improving breadth and additional cyclical recovery 
leadership.

Under the higher-for-longer interest rates backdrop, 
investors should prioritise earnings quality and cash-flow 
strength. US equity positioning should therefore 
emphasize on stable cash generation and dividend 
durability, while keeping “AI capex beneficiaries” as the 
core allocation. Beyond chips, looking to diversify toward 
power equipment, grid upgrades, data-centre 
infrastructure, industrial automation, and energy supply 
chains.
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Asia / Emerging markets: diversified themes, more 
policy tools, and China A shares stand out

Global flows rotated back to the US during the recent 
energy shock. As Middle East tensions ease and oil 
prices stabilise, Asian equities could see renewed 
inflows. Asia offers valuation support, growth flexibility, 
and ample policy tools, alongside diversified themes 
such as commodities, materials, financials, and property 
related opportunities, in our view.

A US–Iran détente would be most supportive for Asia. 
China, Japan, Korea, and India rely heavily on energy 
shipments through the Strait of Hormuz. A reopening 
would lower energy costs and lift margins for export 
manufacturing such as autos, electronics, and 
petrochemicals. Lower crude prices will also ease 
inflation and give central banks more room for monetary 
easing.

We see China A-shares and the renminbi as meaningful 
diversifiers for global equity and FX risk. RMB has risen 
about 3% against the US dollar year-to-date. With 
geopolitical risks lifting shipping and energy costs, 
supply-chain resilience becomes crucial. China’s 
integrated industrial base and mature logistics network 
underpin strong substitution and delivery capabilities. In 
the first five months of this year, exports grew 15.5% vs 
2025 and the trade surplus reached USD 451.7bn, 
highlighting execution strength amid uncertainties.
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China A-shares should benefit from its domestic AI build-
out plan and supportive policy, including the “15th Five-
Year Plan”, which should underpin earnings. Currently, 
about half of the CSI 300 Index’s weighting is linked to AI 
hardware and advanced manufacturing, offering exposure 
to China’s distinct AI cycle. We see its potential to move 
towards 5,200 this year. 

For Hong Kong equities, expectations of further US rate 
hikes have weighed on sentiment. We expect Fed’s rate 
hikes if any, would only be mild, and given Hang Seng 
Index is near the low end of its historical valuations, the 
downside should be limited. Sector-wise, we prefer AI 
hardware, mainland banks, and Hong Kong property 
developers with exposure to mid-to-high-end shopping 
malls.

Bonds: lower volatility, steady income
Core allocation focuses on short-to-medium duration IG 
and EM bonds, complemented by floating-rate securitised 
credit. The focuses are yield carry and stable income. 
Long-duration bonds are prone to volatility amid US 
inflation risks, fiscal concerns and rates movement. 
Globally, the gradually rise in 30-year government bond 
yields in Germany and Japan—from near zero to around 
4%—highlights a material repricing of long-end rate 
structures in developed markets. We therefore prefer 
short-to-medium duration IG bonds, using spread 
strategies to enhance carry while managing default risk 
and sector concentration. Floating-rate securitised credit, 
priced off “base rate + spread”, remains attractive, and 
would help to lift income and further reduce sensitivity to 
rates volatility.
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FX, commodities, and alternatives: further 

strengthening portfolio resilience

The US dollar remains an effective hedge in tail-risk 
scenarios, but may not warrant chasing higher in the 
base case. We treat USD exposure as a risk-
management tool, raising hedge ratios when stress 
events emerge.

In commodities, we maintain a “buy on dips” stance on 
gold as a mid to long term hedge against uncertainty 
linked to US fiscal problems. For energy exposure, we 
prefer energy and new-energy equities and their related 
supply chains. For industrial metals, we see copper 
demand under structural support from electrification, grid 
investment, and AI infrastructure build-out.

With equity–bond correlations elevated in recent years, 
alternatives are no longer just an “enhancer” but an 
important stabiliser for portfolios. Adding real assets 
linked to data centres, power infrastructure, and supply-
chain rebuilding—alongside commodities and raw 
materials can further diversify risk and improve the 
portfolio resilience.
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Disclaimer         HSIS Address: Hang Seng Headquarter, 83 Des Voeux Road Central, HK

This material has been produced and issued by Hang Seng Investment Services Limited (“HSIS”) for general 

reference and information purposes only. This material does not constitute, nor is it intended to be, nor should it 

be construed as any investment or other professional advice, offer, solicitation or recommendation to deal in any 

of the securities or investments mentioned herein. Re-distribution or adaptation in whole or in part of this material 

by any means or in whatever form is strictly prohibited. This material is not intended for distribution to, or use by, 

any person or entity in any jurisdiction or country/region where such distribution would be contrary to law or 

regulation.

The information contained in this material is based on sources which HSIS believes to be reliable but has not 

independently verified. Any projections and opinions expressed herein are expressed solely as general market 

commentary and do not constitute investment research, investment or other professional advice or guaranteed 

return. They represent the views of HSIS or the investment advisor(s) who wrote this material at the date of 

issuance and are subject to change without notice. No guarantee, representation, warranty or undertaking, 

express or implied, is made as to the fairness, accuracy, timeliness, completeness or correctness of any 

information, projections and/or opinions contained in this material and the basis upon which any such projections 

and/or opinions have been made, HSIS and the relevant information providers accept no liability or responsibility 

in relation to the use of any such information, projections and/or opinions whatsoever contained in this material. 

Investors should make their own assessment of the relevance, accuracy and adequacy of the information, 

projections and/or opinions contained in this material and make such independent investigations as they may 

consider necessary or appropriate for the purpose of such assessment.

The securities or investments referred to in this material may not be suitable for all investors. No consideration 

has been given to any particular investment objectives or experience, financial situation or other needs of any 

recipient.  Accordingly, no representation is made with regard to the appropriateness of any of the securities 

and/or investments referred to herein for any particular person’s circumstances. Investors should make 

investment decisions in light of their own investment objectives, financial position and particular needs and where 

necessary consult their own professional advisers before making any investment. This material is not intended to 

provide any investment or other professional advice.

Investment involves risks. Investors should note that value of securities and investments can go down as well as 

up and past performance is not necessarily indicative of future performance. Foreign investments carry additional 

risks not generally associated with investments in the domestic market, including but not limited to adverse 

changes in currency rate, foreign laws and regulations. This material does not and is not intended to identify any 

or all of the risks that may be involved in the securities or investments referred to herein. Investors should read 

and fully understand all the offering documents relating to such securities or investments and all the risk 

disclosure statements and risk warnings therein before making any investment decisions.

Important Information on ESG and sustainable investing

In broad terms “ESG and sustainable investing” includes investment approaches or investments which consider 

environmental, social, governance and/or other sustainability factors to varying degrees. Certain investments 

which are classified as ESG or sustainable investing as mentioned in this material may be in the process of 

changing to deliver sustainability outcomes.

There is no guarantee that ESG and sustainable investing will produce returns similar to those which do not 

consider the ESG and/or other sustainability factors. ESG and sustainable investing may diverge from traditional 

market benchmarks. In addition, there is no standardised definition of, or measurement criteria for, ESG and 

sustainable investing or the impact of ESG and sustainable investing. ESG and sustainable investing and related 

impact measurement criteria are highly subjective and may vary significantly across and within sectors.

HSIS does not market or classify investments as green and/or sustainable. For investments which are classified 

as ESG or sustainable investing as mentioned in this material, it may be based on ESG measurement criteria 

devised and reported by HSIS’ affiliated companies, third party providers or issuers (as the case may be). HSIS 

does not conduct its own specific due diligence in relation to such measurement criteria. There is no guarantee 

that: (a) the nature of the ESG / sustainability impact or measurement criteria of the investments would be aligned 

with any particular investor's sustainability goals; or (b) the stated level or target level (if any) of ESG / 

sustainability impact of the investments will be achieved.

ESG and sustainable investing is an evolving area and new regulations are being developed which may affect 

how investments are categorised or labelled. Investments which are considered to fulfil sustainable criteria as of a 

particular date (if specified) or the issuance date of this material (as the case may be) may not continue to meet 

such criteria at some point in the future.

© Copyright. Hang Seng Investment Services Limited.  ALL RIGHTS RESERVED.

No part of this material may be reproduced, stored in a retrieval system, or transmitted, in any form or by any 

means, electronic, mechanical, photocopying, recording or otherwise, without the prior written permission of Hang 

Seng Investment Services Limited.

(HSIS 06/26)
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Disclosures

HSIS is a subsidiary of Hang Seng Bank Limited (the “Bank”) which is part of the HSBC Group.  Except as 

otherwise disclosed, HSIS has no interest in the securities of the companies mentioned in this material (if any) or 

member companies within the same group of such companies as at the date of issuance of this material. 

The investment advisor(s) who prepared this material certifies(y) that the views expressed herein accurately 

reflect the investment advisor’s(s’) personal views about the company(ies) or investments mentioned therein and 

that no part of the investment advisor’s(s’) compensation, including his/her household, was, is or will be directly or 

indirectly related to the specific views contained in this material. 

HSIS has in place procedures to identify and manage any potential conflicts of interest that arise in connection 

with the advisory operations of the Bank. HSIS’ investment advisors and its staff who are involved in the 

preparation and dissemination of advisory studies operate and have a management reporting line independent of 

the Bank's Global Markets, HSBC Global Markets and HSBC Global Research businesses. 

Chinese wall procedures are in place between the advisory business operations and other banking operations of 

the Bank to ensure that any confidential and price sensitive information is handled in an appropriate manner. 

HSIS’ affiliated companies may do and/or seek to do business with companies mentioned in this material (if any). 

As a result, investors should be aware that regarding such companies, there may be a conflict of interest that 

could affect the objectivity of this material. 

At the date of issuance of this material: Companies within the HSBC Group and/or their officers, directors and 

employees may have positions in and may trade for their own account in all or any of the securities / investments 

mentioned in this material (if any). Companies within the HSBC Group may from time to time sell to and buy from 

their customers the securities / investments, both equity and debt (including derivatives), of companies mentioned 

in this material (if any) on a principal or agency basis, may have provided investment services (whether 

investment banking or non-investment banking related), may have underwritten, and/or may act as a market 

maker or liquidity provider in relation to these securities / investments. Companies within the HSBC Group may 

own a significant interest in the debt securities of the companies mentioned in this material (if any). 

Companies within the HSBC Group may receive monetary and/or non-monetary benefits in certain circumstances, 

including in connection with the origination, distribution, trading and/or dealing of investment products and/or 

provision of services to investment products, provision of services (investment related or otherwise) or the referral 

of services to customers. These products or services may be issued or provided by, the Bank, other companies 

within the HSBC Group and/or by third parties. The benefits which may be received are determined based on pre-

defined set(s) of criteria and variables often specific to the particular investment products or services concerned. 

Investors should refer to the relevant disclosures on monetary and non-monetary benefits which the relevant 

intermediary is required to make prior to or at the point of entering into the relevant transaction(s) in investment 

products. 

Investment advisor(s) of HSIS is(are) paid in part by reference to the profitability of the Bank which includes 

brokerage commission revenues, fee income and/or any other monetary benefits. HSIS, the Bank and other 

companies within the HSBC Group may receive non-monetary benefits from other parties (which may include 

product issuers, companies within the HSBC Group and/or third parties), or have close links or other legal or 

economic relationships with issuers of investment products that the Bank and/or other companies within the 

HSBC Group distribute. The non-monetary benefits may include, but are not limited to, providing market seminars, 

data or analysis services related to relevant investment products or services, customers’ sales support and staff’s 

sales support etc. 
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