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Smart money moves: Security through diversification

Key takeaways

SRS

Start early, diversify smart

Affluent investors are prioritising early investment and strategic
diversification over speculation.

Youth leads the charge

Younger generations with wealth are showing unprecedented
confidence in building diversified portfolios across traditional
and alternative assets.

Beyond stocks and bonds

Gold, hedge funds and private markets are becoming mainstream
portfolio components, not just exotic alternatives.

This year's Affluent Investor Snapshot’
continues to explore how affluent
investors are navigating their investment
and wealth decisions, and how these
choices are reflected in the way they
build their portfolios to meet short,
medium and long-term objectives.
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Why your portfolio should be more than just stocks

Every portfolio tells a story—not just of wealth, but of what really matters: family,
freedom, future plans, and the trade-offs we make along the way. And that story is
constantly evolving. This year’'s Affluent Investor Snapshot reveals how investors are
adapting—getting more strategic, more confident, and yes, more diversified.

Two rules apply to all objectives. First, start early on your investment journey to help
you accumulate wealth rapidly and make a difference later in life. The survey data
below show that the younger generations are actually doing that now and show more
confidence in their wealth and investment decisions.

Confidence” in achieving financial goals by time frame

81% 72% 76%

Short-term Medium-term Long-term
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" % refers to those rated “ b — Extremely confident” or "4 in 5-point-scale
‘Preserve protect my wealth’ is a new goal added in the 2025 survey.
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Second, diversifying portfolios by combining different investments across bonds,
stocks and alternative assets can smoothen the investment journey. Holding cash and
waiting to invest can be a drag on performance. Survey data show affluent investors’
primary concern is high inflation, which raises costs and erodes cash’s purchasing
power. Encouragingly, these investors have reduced cash positions and deployed
capital more strategically.

Mean asset allocation 2025 (change vs 2024)

Others”
(-2pts)

Commodities
(+1pt)

Cash and cash equivalents
(-13pts)
N

7%

REITs*
(+2pts)

Cash reduced by
~40%

Private equity or private credit
or hedge funds (+3pts)
/

Alternatives
increased by 100%
Fixed income
or bonds
(-1pt)

Cryptocurrencies
(+3pts)

Goldt
(+6pts)
/

Gold increased by

120% Equities
(-2pts)
Real estate (for investment)

(+3pts)

Mean asset allocation: lllustrates the distribution of assets expressed as a percentage of the total, with a cumulative total of 100%.
*REITs: Real estate investment trusts; ~ Others: Passion assets, insurance and uncategorised responses. T Gold: Gold & precious metals.
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Respondents also seem to be following this second point. Allocations to equities

and bonds have remained relatively constant, but they have added significantly

to alternative assets such as gold, real estate, hedge funds and private markets,

a trend that looks set to persist. The rise in cryptocurrencies is also notable, but as
this asset class is still relatively new and unproven, we can’t say for sure whether

it's a good diversifier.

O 0O O 0O O

raxErariy ~5 out of 10
affluent investors plan to own
alternatives” within the next
12 months — double the current
ownership level.

q O affluent investors plan to own
&o/o;| 2 9 /() private market funds (equity or

credit) within the next 12 months

o}%@ 2 O O/ affluent investors plan to own hedge
O funds within the next 12 months
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A Alternatives refer to private equity, private credit, or hedge funds.
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How diversification works: a practical example

Conventional wisdom says that equities outperform most other asset classes in the
long run. Many investors start out with stocks because it can be fun to select stocks
that are in the news and invest in companies that are at the next frontier of innovation.

But what if you could build a portfolio that offers equity-like returns, but with lower
risk? Diversification can help achieve this objective, as shown in the chart below.

Starting with a portfolio that is entirely composed of US equities, adding 40% of
bonds would have materially reduced the volatility over the last 10 years, while having
only a relatively small impact on returns. By taking the extra step of adding 10% of
gold, the portfolio returns would have increased while keeping the portfolio risk almost
constant. Further steps could be taken to then add other assets, such as emerging
market equities or hedge funds, and this would have additionally improved the risk-
return profile of the portfolio.

Even using just three asset classes, diversification clearly beats concentration.
A mixed portfolio delivers nearly identical returns to holding 100% stocks,
but with 40% less volatility.

Why this happens

Two investments, even with similar risk levels, rarely move in perfect sync. When
one surges, another may decline or hold steady, meaning your portfolio experiences
smaller swings than its most volatile component. That's diversification shielding you
from excessive volatility.

9.00%
8.50%
000! 60% stocks
o 30% bonds
10% gold
7.50% ® - °
100% stocks
10-year T /
annualised - —
7.00% -
return e < |
60% stocks
6.50% 40% bonds
6.00%
5.50%
5.00%
8.0% 10.0% 12.0% 14.0% 16.0% 18.0% 20.0%

10-year annualised volatility

Source: HSBC Private Bank and Premier Wealth, Bloomberg as at 23 June 2025.
Past performance isn’t a reliable indicator of future performance.



Take a look at what has happened in recent years to illustrate this point. The table
below shows the returns for different types of investments and ranks them for each
year. Equities, which are typically considered relatively high risk, have some very good
years but also bad ones. High quality bonds rarely have very negative years, but they
can underperform other assets when equities and risky asset rally sharply. Therefore,
no investment consistently outperforms, and it is hard to predict which will do best

in any given year. This is another very good reason to diversify a portfolio because

it helps improve a portfolio’s risk-return profile and taps into a broader range of
investment opportunities.

No single asset class consistently outperforms

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Developed 27.67
Equity
Equity
o - --ﬂ -
Gov't Bonds
Corporate - - -- ﬂ
s -n-- --
High Yield
Emerging
Hedge -- - -
Commodities 1.1 9.6 17 -24.7 0.4 0.7 -14.6 2.2 -

Best
returns (%)

Worst
returns (%)

Source: HSBC Private Bank and Premier Wealth as at 23 June 2025.
Past performance isn’t a reliable indicator of future performance.
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How to achieve good diversification?

The first step is to ensure that your individual stock holdings aren’t too concentrated.
Companies’ earnings can be volatile, and you can sharply reduce the impact of
company-specific headlines by owning more than one stock in the same sector.

Of course, diversifying across sectors further reduces the risk, as it exposes you

to the broader economy rather than one specific sector.

Next comes geographical diversification, which reduces the risk while expanding
investment opportunities across global markets. Finally, diversification extends
beyond stocks to include bonds, gold, hedge funds and other asset classes.

Top 5 new product types investors are interested
in adding to their portfolios over the next 12 months

T2 3 4 0

Digital gold Multi-asset Private market = Mutual funds Hedge funds
solutions funds (equity or unit trusts
or credit) (UTs)
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The path forward is clear

The evidence is compelling: diversification isn’t just prudent—it's a smart move.
The most successful investors understand this isn’t about playing it safe; it's about
playing it smart. In volatile markets, spreading risk across asset classes, sectors,
and geographies has become essential for serious wealth building.

Your portfolio should reflect not just where your money is today, but where your
financial future is headed. The affluent investors in our snapshot have already
started building in those features. The question is whether you'll follow their lead.

Note:

1. The Affluent Investor Snapshot 2025, a global Quality of Life special report by HSBC, delves into the
investment portfolios, behaviours, and priorities of affluent individuals worldwide. Conducted in March
2025 through an online survey across 12 markets, this research captures insights from 10,797 affluent
investors aged 21 to 69, each possessing investable assets ranging from USD 100,000 to USD 2 Million.
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This document or video is prepared by The Hongkong and Shanghai Banking Corporation Limited ("HBAP’), 1 Queen’s
Road Central, Hong Kong. HBAP is incorporated in Hong Kong and is part of the HSBC Group. This document or video
is distributed and/or made available, HSBC Bank (China) Company Limited, HSBC Bank (Singapore) Limited, HSBC Bank
Middle East Limited (UAE), HSBC UK Bank Plc, HSBC Bank Malaysia Berhad (198401015221 (127776-V))/HSBC Amanah
Malaysia Berhad (20080100642 1 (807705-X)), HSBC Bank (Taiwan) Limited, HSBC Bank plc, Jersey Branch, HSBC Bank
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may lead to legal proceedings. The material contained in this document or video is for general information purposes only
and does not constitute 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 statements which provide current
expectations or forecasts of future events. Such forward looking statements are not guarantees of future performance
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primarily reflect individual clients’ objectives, risk preferences, time horizon, and market liquidity.

The value of investments and the income from them can go down as well as up and investors may not get back the amount
originally invested. Past performance contained in this document or video is not a reliable indicator of future performance
whilst any forecasts, projections and simulations contained herein should not be relied upon as an indication of future
results. Where overseas investments are held the rate of currency exchange may cause the value of such investments
to go down as well as up. Investments in emerging markets are by their nature higher risk and potentially more volatile
than those inherent in some established markets. Economies in emerging markets generally are heavily dependent upon
international trade and, accordingly, have been and may continue to be affected adversely by trade barriers, exchange
controls, managed adjustments in relative currency values and other protectionist measures imposed or negotiated by
the countries with which they trade. These economies also have been and may continue to be affected adversely by
economic conditions in the countries in which they trade. Investments are subject to market risks, read all investment
related documents carefully.

This document or video provides a high-level overview of the recent economic environment and has been prepared for
information purposes only. The views presented are those of HBAP and are based on HBAP’s global views and may
not necessarily align with the Distributors’ local views. It has not been prepared in accordance with legal requirements
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Insights of HSBC México, and its objective is for informational purposes only and should not be interpreted as an offer
or invitation to buy or sell any security related to financial instruments, investments or other financial product. This
communication is not intended to contain an exhaustive description of the considerations that may be important in
making a decision to make any change and/or modification to any product, and what is contained or reflected in this
report does not constitute, and is not intended to constitute, nor should it be construed as advice, investment advice or
a recommendation, offer or solicitation to buy or sell any service, product, security, merchandise, currency or any other
asset.

Receiving parties should not consider this document as a substitute for their own judgment. The past performance of the
securities 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 notice; 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 or completeness 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 in market 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 accordance 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 of select mutual funds and a referrer of other 3rd party
investment products. HSBC India will receive commission from HSBC Asset Management (India) Private Limited, in
its capacity as a AMFI registered mutual 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 identify, 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
Saazthi Mobile App. Mutual Fund investments are subject to market risks, read all scheme related documents
carefully. Issued by The Hongkong and Shanghai Banking Corporation Limited India. Incorporated in Hong Kong SAR
with limited liability. HSBC Bank ARN - 0022 with validity from 19-Feb-2024 to 18-Feb-2027. Date of initial registration:
19-Feb-2002.

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 offering 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 Funds 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 Corporation (“LPS”).



Important information on ESG and sustainable investing

Today we finance a number of industries that significantly contribute to greenhouse gas emissions. \We have a strategy
to help our customers to reduce their emissions and to reduce our own. For more information visit www.hsbc.com/
sustainability.

In broad terms “ESG and sustainable investing” products include investment approaches or instruments which consider
environmental, social, governance and/or other sustainability factors to varying degrees. Certain instruments we classify
as sustainable may be in the process of changing to deliver sustainability outcomes. There is no guarantee that ESG
and Sustainable investing products will produce returns similar to those which don't consider these factors. ESG and
Sustainable investing products may diverge from traditional market benchmarks. In addition, there is no standard
definition of, or measurement criteria for, ESG and Sustainable investing or the impact of ESG and Sustainable investing
products. ESG and Sustainable investing and related impact measurement criteria are (a) highly subjective and (b) may
vary significantly across and within sectors.

HSBC may rely on measurement criteria devised and 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 ESG / sustainability impact or measurement criteria of an investment will be aligned with any particular investor’s
sustainability goals; or (b) that the stated level or target level of ESG / sustainability impact will be achieved. ESG and
Sustainable investing is an evolving area and new regulations are being developed which will affect how investments
can be categorised or labelled. An investment which is considered to fulfil sustainable criteria today may not meet those
criteria at some point in the future.

THE CONTENTS OF THIS DOCUMENT OR VIDEO HAVE NOT BEEN REVIEWED BY ANY REGULATORY AUTHORITY IN
HONG KONG OR ANY OTHER JURISDICTION.

YOU ARE ADVISED TO EXERCISE CAUTION IN RELATION TO THE INVESTMENT AND THIS DOCUMENT OR VIDEO.
IF YOU ARE IN DOUBT ABOUT ANY OF THE CONTENTS OF THIS DOCUMENT OR VIDEO, YOU SHOULD OBTAIN
INDEPENDENT PROFESSIONAL ADVICE.

© Copyright 2025. The Hongkong and Shanghai Banking Corporation Limited, ALL RIGHTS RESERVED.

No part of this document or video may be reproduced, stored in a retrieval system, or transmitted, on any form or by
any means, electronic, mechanical, photocopying, recording or otherwise, without the prior written permission of The
Hongkong and Shanghai Banking Corporation Limited.
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