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GLOBAL FUND MANAGERSFAVOUR EMERGING MARKETS

ASSETS, SAYSHSBC SURVEY

***Overweight view on Asia-Pacific and emerging markets in 4Q 2010***

The majority of global fund managers polled in dgest HSBC Fund Managers’ Survey are taking ar

overweight view on assets in fast-growing regiamshsas the emerging markets overall and Asia-

Pacific ex-Japan in the last quarter of 2010.

Overweight views on the following asset classeswecorded for fund managers’ asset allocation
strategy for 4Q10:

75% of fund managers overweight on Asia-Pacifidagan equities, up from 44% in 3Q10;

75% on emerging markets equities, up from 67% ia@BQ

67% on Greater China equities, up from 50% in 3Q10;
60% on Asian bonds, up from 57% in 3Q10;
83% on Global Emerging Markets/High Yield bondsfrgmm 63% in 3Q10

Half of fund managers continue to hold an overweigéw on equities while over half (57%) are

underweight on cash (vs 38% in 3Q10). No fund man&goverweight on bonds for 4Q10 (vs 13% in
3Q10).

4Q 2010 asset allocation strategy

Underweight

Neutr al

Overweight

Equities 0% (0%) 50% (50%) | 50% (50%)
Bonds 14% (0%) 86% (88%) | 0% (13%)
Cash 57% (38%) 29% (50%) | 14% (13%)

Note: Figures in brackets indicate results from GQ1

HSBC'’s quarterly Fund Managers’ Survey analysedfitBe world’s leading fund management hotises

on the basis of funds under management (FUM), adleeftion views and global money flows. The

net money flo estimates are derived from movements in FUM veirsdisx movements in the

equivalent class. At the end of 3Q10, polled furahagers reported aggregated FUM of US$3.89

trillion representing approximately 16.52 per cehthe estimated total global FUM

Geoffrey Pidgeon, Head of Global Investments foBEB3Bank Australia Limited, said: “HSBC’s Fund

Manager survey shows improved confidence in theadveconomic outlook as fund managers

decreased their appetite for cash. Despite cordimarket uncertainty and volatility, appetite for

equities remains strong yet selective towards regad higher growth. We expect that the focus @n th

stronger economies of Asia like Greater China &edetmerging markets will continue through to the

beginning of 2011 as growth in developed marketsaias lacklustre.

This news release is issued by

HSBC Bank Australia Limited
ABN 48 006 434 16

Head Office:
Level 32, 580 George Street, Sydney NSW 2000
Web: www.hsbe.com.au

News Release



Global fund manager s favour emerging markets assets, says HSBC survey /2

“In 2011, the potential for yields in fixed incorrerestments will be supported by benign inflatian i
the developed world and a prolonged low interestrenment. Within bonds, corporate debt, even with

tighter credit spreads, are likely to be prefewwedr government bonds,” Pidgeon said.
3Q10 global asset flows

Funds under management rose by US$345.2 billitimeatnd of 3Q10, up 9.75 per cent from 2Q10 as
all funds recorded an increase in FUM. Equity fuledithe increase, rising US$156.1 billion while
bond funds were up by US$107.7 billion.

Net fund flows, which are derived by subtractingkea growth from FUM growth across various asset
classes during 3Q10 were:

Net flows as per centage of FUM for selected sectors

Asset class End 3Q10 End 2Q10
Asia-Pacific ex Japan equities +5.2% +2.5%
Emerging markets equities +1.9% -2.2%
Greater China equities -1.0% -4.8%
Japan equities -1.3% -1.2%
North America equities -2.9% +0.8%
Europe including UK equities -3.8% -2.5%
Global equities -3.9% -3.1%
High yield/emerging markets bonds +10.9% +6.8%
Global bonds +9.4% +14.8%
US bonds +2.8% -3.9%
Europe including UK bonds -4.3% -3.6%

Net inflows to high yield/emerging markets bondsateed US$10.68 billion at the end of 3Q10, double
the net flows of US$5.3 billion last quarter. Aflacific ex-Japan equities posted US$3.3 billion net
inflows, nearly tripling 2Q10’s US$1.4 billion flosv Emerging markets equities net inflows were at

US$1.9 billion, recovering from net outflows of UBSBillion from 2Q10.

Mr Pidgeon said: “In a prolonged low-interest eowiment, corporate bonds and emerging market
bonds were relatively attractive to income investwhile equities in Asia-Pacific ex-Japan continteed
present growth opportunities. The outflows from &@ee China equities most evident last quarter have
now slowed as the recent interest rate hike bydwple’'s Bank of China cleared a long overhang of

uncertainty.”
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3Q10 HSBC Fund Flow Tracker

The HSBC Fund Flow Tracker, which represents cutiwglalollar value of money flows since 3Q06
showed that equity funds registered a mild outftespite the sharp rebound in global equity markets
in 3Q10 as investor interest shifted to emergingkets. At the end of 3Q10 cumulative net outflows o
US$64.4 billion were posted compared to outflows)88$56.1 billion in the previous quarter.

* Cumulative net inflows to Asia-Pacific ex Japan &mderging Markets equities remained strong at
US$13.9 billion and US$28.8 billion, respectively

* North American equities registered outflows of US#iillion compared to the inflows of US$4.8
billion in the previous quarter

* Cumulative net inflows of Greater China equitiesréased slightly to US$7.2 billion in 3Q10 (vs
US$7.4bn in 2Q10)

Over the same period, bond funds continued tongestrd cumulative inflows of US$255.3 billion, up

10 per cent from previous quarter in a low-intege high liquidity environment.
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Notesto editors

Footnotes

! The 13 participating fund managers in the survey AllianceBernstein, Allianz Global Investors, gy Asset
Management, BlackRock, Fidelity Investment Managameranklin Templeton Investments, HSBC Globaléiss
Management, Invesco Asset Management, Invested Messgement, J.P. Morgan Asset Management, Priati&sset
Management, Schroders Investment Management anét&@2énérale.

2 Net fund flows are derived by subtracting marketxgh from funds under management (FUM) growth aigi3Q10.

3 According to the Investment Company Instituteatgiobal FUM at the end of the second quarter0df®®was US$21.44
trillion.

Mor e details of the survey

Please see the attached rept8BC Fund Managers Survey: Tracking Global Money Flows for more information. The
survey was conducted in October and November 2010.

HSBC Bank Audtralia

In Australia, the HSBC Group offers an extensivegeaof financial services through a network of 88nghes and offices.
These services include personal and commerciatdinbservices, financial planning, trade finartceasury and financial
markets, payments and cash management and sexausisdy. Principal HSBC Group members operatingustralia
include HSBC Bank Australia Limited (ABN 48 006 4382 and AFSL 232595) and The Hongkong and Sharignaking
Corporation (ABN 65 117 925 970 and AFSL 3017373B& is marketed worldwide as ‘the world’s local kan
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