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« Markets still favour the Al growth theme in 2" half of
the year, but prefer diversified allocations: With oil and
inflation are manageable, focus may shift to Al use cases and the
range of sectors benefiting from Al expansion. About 60% of Al
capex invests in industry, power, utilities and energy, not just tech.
Prefer diversified US equity positioning to avoid overconcentration

 Asia themes broad, with A-shares offering distinct
drivers: Asia has varied themes beyond chip leaders. If oil
stabilise, global flows may return to Asia equities. China A-shares
may benefit from their Al cycle and policy. About half of CSI 300
weight links to Al and high-end manufacturing. China’s exports and
supply chains remained resilient. A-shares and the RMB are better
options for diversifying global equity and FX risk

« Add bonds and alternatives to reduce volatility with
steady income: Core bond portfolio includes short-to-mid tenor
investment grade bonds and emerging market bonds, plus floating-
rate securitised credit, with focus on yield and coupon for defence.
Maintain a long-term allocation by adding to gold on price
weakness, and incorporate real assets such as copper and
infrastructure exposures for spread risk

©Hang Seng Bank 1




Latest Equity Market Outlook

M

US-Iran talks show progress. US
inflation and rate hike expectation

us o0 / may cool, aiding US equities. Al
stays key, while other sectors
show mixed strengths

After the ECB restarts rate hikes,
markets access the impact. If
Europe o0 / Middle East risks ease, growth
may pick up and Europe’s
traditional sectors may gain

Al capex keeps lifting parts of
North Asia markets. Lower

Asia o000 / geopolitical risk, oil and inflation
may give Asia central banks more
room for supportive measures

Many LatAm polls may lift policy
uncertainty, leading to greater

Latin . ”
. equity market volatility. If the US
America o0 / b :
dollar softens as inflation cools, it
& EMEA ) : :
may aid commodity prices and EM
equities
June moves were shaped by a
. firmer US dollar and sharp China
Mainland / . .

8 HK o0 tech rivalry. Still, faster Al use
cases may add long-run growth
driver

Source: HSIS *Symbol representation :

A . 000

Compared with last month Positive - Expect that the particular asset class potentially may perform well
relative to the relevant major global benchmark(s) in the long run
( X J
Neutral - Expect that the particular asset class potentially may perform in line
relative to the relevant major global benchmark(s) in the long run
]
Cautious - Expect that the particular asset class potentially may not perform
well or in line relative to the relevant major global benchmark(s) in the long run
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Latest Bond Market Outlook
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A Compared with last month
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QOil price falls pulled long US

Treasuries yields down; if long-run
/ inflation expectations stay stable,
sovereign bond performance may
stabilise
US Treasuries yields eased from
highs, lifting investment grade
bonds. Credit spreads are near
lows, which helps bond price

Some Asia states raised rates to
curb inflation, yet lower geopolitical
risk may help Asia USD |G bonds
stay stable overall

Resilient corporate earnings keep
spreads tight. Keep an eye on all
and long-run inflation views, as
shifts may lift risk premia

Hit by China property pressure, oil
swings and geopolitical uncertainty,
sentiment is choppy. Flows lean to
issuers with steadier fundamental

Supported by solid fundamental, the

/ yield premium is expected to attract
global fund flow, following the ease
of geopolitical risks

*Symbol representation :

000
Positive - Expect that the particular asset class potentially may perform well
relative to the relevant major global benchmark(s) in the long run

o0
Neutral - Expect that the particular asset class potentially may perform in line
relative to the relevant major global benchmark(s) in the long run

{
Cautious - Expect that the particular asset class potentially may not perform
well or in line relative to the relevant major global benchmark(s) in the long run
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Top Investor Concerns §§

HK equities has fallen since mid-May. Where is
the support, and which sectors look better in H2?

 Fed hike expectation and the US dollar rose,
pulling the Hang Seng Index below 24,200. The
next support level is seen near 21,500

Al hardware and downstream use cases stay key
themes. In choppy market, take note of high-
dividend sectors, such as China banks with firm
fundamentals and steadier NIM, plus HK property
with mid-high ended malls and >5% yield

Semiconductors and mega tech shares pulled
back, add on dips or shift to other sectors?

e The long-term Al infrastructure demand remains
intact, and high capex is expected to continue.
Valuation returns to more reasonable level after
recent correction which might provide investment
opportunities

e« US small and mid caps and biotech can diversify
portfolio. Small and mid caps outperformed YTD;
biotech was helped by M&A, faster regulator
review, and new drug development
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Top Investor Concerns fg

o With UK politics weighing GBP and the Fed
staying hawkish, which FX may do better in H2?

e The Fed held in June but stayed hawkish; about
half of governors hint at one more hike this year,
close to market expectation. This backs a firmer
USD, while non-US FX and gold face pressure

e CNY is a key outlier among non-US FX, with more
solid fundamental. AUD is near recent lows, and
near-term may stay choppy, yet rate gap support
its downside risk

Gold fell below USD4,000; where is key support,
and why such a sell-off with a US-Iran truce?

« The drop was led by a stronger US dollar and
higher Fed rate hike expectation. US tech plays
also fell, and some may have sold gold to cover
margin, adding to the selling pressure

 Near term, gold may stay weak and range-bound;
key support is near USD 3,600. Markets see only
mild US hikes. as bad news is priced in, gold is
expected to be forming a support with potential to
rebound
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2026 Scenario Analysis & Forecast

Scenario

HSI

Major geopolitical
risks ease; oil
supply returns to

full norm

Inflation stays in
check; the Fed
restarts rate cuts

aggressively

Key states avoid a
new round of tariff

up-shifts

Al use cases lift
profit growth;
China tech Al

breaks out

Fed path stays hard
to read, yet moves

look mild overall

Global growth is
mixed, but the
broad pace stays

modest

China growth meets
expectation;
consumption keeps

a slow uptrend

Al grows on;
geopolitical risk
stays, yet seen as

manageable

owe | mm | me

Tariffs or
geopolitical risks
flare; inflation rises;

yields stay high

The Fed hikes rate
aggressively, hitting
earnings and

economic growth

Al spending fails to
turn into profit and

growth as hoped

China tech faces
more regulations;
revenue growth is

slower than

forecast

S&P500 7,900 7,450 6,400
Source: Hang Se
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HK/US Equity Focus Sectors

HK Equity Focus Sectors

Short-term drag from a firmer US dollar and risk-off
Technology flows, yet faster Al agent use cases and cloud price
rises may aid earnings tone

May China auto sales lacked a clear break-out;
Autos makers push exports as a new growth engine.
Markets watch autonomous tech breaks out

Net interest margin is edging more stable; PBoC
China banks kept LPR flat for 13 months. Markets watch if LPR
rate cuts come in H2

Higher Fed hike expectation add near-term
Resources commodity price swings. If Middle East risks eases,
global growth may lift and raise commodity demand

US Equity Focus Sectors

Strong results from a large US memory maker may
Technology help steady the recent pullback. Focus is on Al
spending payback and capex pace

Fast Al growth may lift global power consumption
Utilities growth. Over the next few years, the power sector
may enter a new growth cycle

With US equities choppy at high levels, some flows
Health care moved to more defensive areas like health care; it
held up in volatile market

Cooler rate cuts bets but firm growth ease net
Financials interest income drop fears for banks. Still, markets
watch Q2 redemptions in private credit funds
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Latest FX short-term technical

forecasts
25/6/2026

Strong Close 1-Mth  2-Mth
XAU(USD/0Z) 4,027 4400 4,400

I USD/CNH 6.80 6.75 6.73
AUD/USD 0.6910 0.71 0.72
USD/JPY 161.79 160 160
EUR/USD 1.1370 1.15 1.16
GBP/USD 1.3192 1.33 1.33
NZD/USD 0.5647 0.58 0.58

Weak USD/CAD 1.4202 1.40 1.40

25/6/2026

Strong Close 1-Mth  2-Mth

I XAU(HKD/0Z) 31,570 34,496 34,496
CNH/HKD 1.1527 1.1615 1.1649
AUD/HKD 5.4177 5.57 5.64
JPY/HKD(per 100 JPY) 4.8458 4.90 4.90
EUR/HKD 8.9141 9.02 9.09
GBP/HKD 10.3419 1043 1043
NZD/HKD 4.4279 4.55 4.55

Weak CAD/HKD 5.5216 5.60 5.60

Sources : Bloomberg, HSIS, data as of 26/6/2026
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Major Market Performance

1-MTH*  3-MTH* YTD* 2025

6/25/2026 Yie

Close

Major Bond Indices

Bloomberg US Treasury Index 2,448 1.3%

Bloomberg DM Corporate Index 125 0.7% 1.3% 9.6%
Bloomberg Asia USD IG Bond Index 209 0.9% 1.2% 0.9% 8.1%
Bloomberg Global HY Corporate DM Index 156/ 0.1% 1.9% 1.0% 10.9%
Bloomberg Asia USD High Yield Index 207 1.3% 3.6% 3.6% 9.5%

Major Equity Indices & Commodities

S&P 500 Index 7,357 -16% 11.6% 7.5% 16.4%
NASDAQ Composite Index 25359 -3.7% 15.6% 9.1% 20.4%
STOXX Europe 600 Index 640 1.4% 9.0% 8.1% 16.7%
Bloomberg Asia Ex JP Large & Mid Cap Index 2,026 3.2% 200% 23.9% 27.2%
Tokyo Stock Price Index 4,016 1.9% 10.0% 17.8% 22.4%
Bloomberg ASEAN Large & Mid Cap Index 1,777  -0.8% -0.8% 0.6% 13.1%
Bloomberg India Large & Mid Cap Index 3,113 0.3% 64% -43% 8.2%
Hang Seng Index 23,077  -9.9% -8.9% -10.0% 27.8%
Hang Seng China Enterprises Index 7,608 -11.0% -114% -14.6% 22.3%
Hang Seng TECH Index 4406 -95%  -105% -201% = 235%
CSI1300 Index 5,020 2.0% 10.6% 8.4% 17.7%
Gold (USD/OZ) 4,027 -119% -10.6%  -6.8% 64.6%
WTI Crude Oil Futures (USD/BBL) 7192 -255%  -204% 253%  -199%
Major Currencies

US Dollar Index 101.43 2.2% 1.8% 3.2%

EUR/USD 11370 -2.4% -16% -3.2% 13.4%
GBP/USD 1.3192  -2.3% -13% -21% 7.7%
USD/IJPY 161.79 -1.8% -15% -32% 0.3%
AUD/USD 0.6910 -0.5% 3.6% 7.8%
NZD/USD 0.5647 -1.9% 2.9%
USD/CAD 1.4202 -2.9% 4.6%
USD/CNH 6.8015 -0.3% 1.5% 2.5% 4.9%

Major currencies performance vs USD

Major reference interest rates

1 Month HIBOR 2.96 36 84 -11 -150
US 1Y Treasury Yield 3.94 17 19 47 -67
US 10Y Treasury Yield 4.39 -17 6 23 -40
USD SOFR Swap Rate 1Y 3.99 7 20 56 -74
USD SOFR Swap Rate 10Y 3.97 -20 11 20 -28
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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 12/25)




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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