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® As expected, the FOMC voted at its September meeting to cut the
federal funds target range by 0.25% to 4.00-4.25%, a first change
after 9 months. Fed Chair Powell characterised it as a "risk-
management cut’ as unemployment is still low and Fed forecasters

may not have great confidence.

We maintain our view of only two more 0.25% cuts (in December
and next March) through end-2026 due to the resilient US economy
and still low unemployment. However, the recent deterioration in
labour market data is a dovish risk to our view as we may see little
more easing than our forecast. This risk is reflected in the Fed's new

projections, which now see two more cuts this year.
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With easing underway, resilient earnings in the face of tariffs, and upward earnings revisions, the
prospects for S&P 500 corporate earnings suggest an acceleration over the next six quarters. Therefore,
we maintain an overweight US equities stance. The tech revolution led by productivity-enhancing Al,
nearshoring/onshoring and the reindustrialisation of the US continue to lift growth prospects and
valuations. We also maintain an overweight on US IG credit and prefer medium-to-long duration
Treasuries as growth moderates and the Fed eases gradually. We expect the USD to weaken further
into year-end as Fed easing contrasts with G10 peers. Tariff/geopolitical risks remain a swing factor.

What happened?

The Federal Reserve cut the federal funds rate by
0.25% to 4.00-4.25%, ending a five-meeting hold.
Governor Stephen Miran dissented, preferring a 0.5%
cut. The Fed will continue reducing securities
holdings (QT) despite the rate cut.

The market reaction was mild, with quick but
relatively small swings in both directions, as investors
tried to reconcile with the constructive view on
growth and small upward revisions in inflation with
the fall in Fed's rate assessment.

The median dot for end-2025 (showing Fed
members’ expectation of where rates will be at that
time) was lowered to 3.625%, implying an additional
0.5% of easing this year. The median dot for 2026
was lowered to 3.375%, implying only a further
0.25% of easing next year.

Median of the FOMC economic projections:

September 2025
Median
Variable % 2025 2026 2027 2028 “O79°f

Change in real GDP 16 118|191 18 1.8

June projection 14116 | 1.8 1.8
Unemployment rate 45 |1 44 | 43 | 4.2 4.2

June projection 45 | 45 | 44 4.2
PCE inflation 30126 | 21| 20 2.0

June projection 3.0 | 24| 21 2.0
Core PCE inflation 3.1 26 | 21 2.0

June projection 3.1 24 | 21

Memo: Projected appropriate policy path

Federal funds rate 36 | 34| 31 3.1 3.0

June projection 39| 36| 34 3.0

Source: Federal Reserve, HSBC Private Bank and Premier Wealth
as at 17 September 2025. Forecasts are subject to change.

Revisions to the median economic projections were modest but mostly hawkish. Real GDP forecasts
were revised higher. The median unemployment rate forecasts for 2026 and 2027 were actually nudged
lower and the PCE core deflator projection was raised by 0.2% for 2026.
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Since 1990, when the Fed resumes its monetary
policy easing cycle, US financial markets tend to
rally in the subsequent 12 months as US fixed
income rises 7% and US markets rise 22%. US

equity markets also outperform the rest of the world.

Interest rate sensitive sectors, such as financials and
technology, tend to lead during these periods.

In the Q&A, Powell reinforced the Fed's
commitment to independence, stressing that
decisions are grounded in data, not politics.

On tariffs, he said they're contributing about 0.3—
0.4% to annual inflation, though pass-through to
consumers has been smaller and slower than
expected, with intermediaries absorbing costs.
Possible labour-market effects can’t be ruled out,
but Powell emphasised that shrinking labour supply
and weaker demand remain the dominant factors.
Despite the tariff pass-through, corporate margins
rose in Q2 (12.8% vs. 12.7% in Q1, above the five-
year average of 11.7%).

Average performance 12 months after easing
resumes: 6-prior easing cycles 1990 - Now

Index Performance Index Performance
i';’g'ggﬁ;glr?di y 7.3% S&P 500 21.8%
:\r’]'jg: World 18.8% Tech 30.0%
B"SSC' World Ex. 18.1% Financials 32.6%
Dow Jones 19.8% Healthcare 13.8%
Nasdagq 3389 | Consumer 27.0%

Discretionary
Russell 2000 30.2% Industrials 23.6%
Russell 3000 22.3% Staples 14.4%
Energy 19.6%
Utilities 11.5%
Materials 25.4%
Communications 16.7%

Source: Bloomberg, HSBC Private Bank and Premier Wealth as at
17 September 2025. Forecasts are subject to change.

Powell described the cut as a “risk-management” step towards neutral, noting there was no appetite for a
0.5% move. He flagged rising unemployment among younger and more vulnerable groups, and suggested
some participation declines are cyclical. Al may be affecting hiring of new graduates, though it isn’t the

main driver of labour softness.

On housing, Powell said lower rates can provide some cyclical support, but structural shortages remain

beyond the Fed's reach.

On financial stability, Powell acknowledged rising delinquencies and weaker consumer credit scores but
said households and banks remain in aggregate healthy, with no systemic risks. He stressed that short-term
inflation expectations have moved higher alongside recent data, but long-term expectations remain firmly

anchored near 2%.

Investment implications

Beyond the Fed news, one additional consideration is the possibility of a government shutdown in
October. If US congress cannot come to an agreement on funding, the governemnt could shut down at
12:017am on 1 October. That remains a less likely outcome. House Republicans recently released a 91-
page bill that would keep the government funded at current levels for seven weeks past the deadline. If a
government shutdown were to happen, term premiums could rise, reflecting the increased risk. This
could cause treasury yields to back up and create volatility for equity market investors.

With easing underway, resilient earnings in the face of tariffs, and upward earnings revisions, the

prospects for S&P 500 corporate earnings suggest an acceleration over the next six quarters. Therefore,
we maintain an overweight US equities stance. The tech revolution led by productivity-enhancing Al,

nearshoring/onshoring and the reindustrialisation of the US continue to lift growth prospects and

valuations.

Intraday market reaction had Treasury vields backing up as forecasts show higher potential inflation in
2026 and the dot plot shows a lot of dispersion in views. That said, we maintain an overweight US |G
credit and prefer medium to long duration Treasuries as growth moderates and the Fed eases gradually.
Locking in bond yields is important as cash rates fall. And while the curve is flat in the 2-5 year section of
the curve, vields pick up after that, making it attractive to extend duration a bit.

We expect the USD to weaken further into year-end as Fed easing contrasts with G10 peers.

Tariff/geopolitical risks remain a swing factor.
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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 plc, Guernsey Branch, HSBC Bank plc in the Isle of Man, HSBC Continental Europe, Greece, The Hongkong and
Shanghai Banking Corporation Limited, India {(HSBC India), HSBC Bank {Vietnam) Limited, PT Bank HSBC Indonesia (HBID), HSBC Bank (Uruguay) S.A. (HSBC Uruguay is
authorised and oversought by Banco Central del Uruguay), HBAP Sri Lanka Branch, The Hongkong and Shanghai Banking Corporation Limited — Philippine Branch, HSBC
Investment and Insurance Brokerage, Philippines Inc, and HSBC FinTech Services (Shanghai) Company Limited and HSBC Mexico, S.A. Multiple Banking Institution HSBC Financial
Group (collectively, the “Distributors”) to their respective clients. This document or video is for general circulation and informaion purposes only.

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 or 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 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 or events and involve risks and uncertainties. Actual results
may differ materially from those described in such forward-looking statements as a result of various factors. HBAP and the Distributors do not undertake any obligation to update
the forward-looking statements contained herein, or to update the reasons why actual results could differ from those projected in the forward-looking statements. This document or
video has no contractual value and is not by any means intended as a solicitation, nor a recommendation for the purchase or sale of any financial instrument in any jurisdiction in
which such an offer is not lawful. The views and opinions expressed are based on the HSBC Global Investment Committee at the time of preparation and are subject to change at
any time. These views may not necessarily indicate HSBC Asset Management’s current portfolios’ composition. Individual portfolios managed by HSBC Asset
Management 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
designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of its dissemination. It is not intended to provide and should
not be relied on for accounting, legal or tax advice. Before you make any investment decision, you may wish to consult an independent financial adviser. In the event that you
choose not to seek advice from a financial adviser, you should carefully consider whether the investment product is suitable for you. You are advised to obtain appropriate
professional advice where necessary.

The accuracy and/or completeness of any third-party information obtained from sources which we believe to be reliable might have not been independently verified, hence
Customer must seek from several sources prior to making investment decision.

The following statement is only applicable to HSBC Mexico, S.A. Multiple Banking Institution HSBC Financial Group with regard to how the publication is distributed to
its customers: This publication is distributed by Wealth 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
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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
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Important information on ESG and sustainable investing
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