X HsBe Mutal Fund

FAQs OF HSBC CRISIL IBX GILT JUNE 2027 INDEX FUND

1. What is passive investing strategy?

Ans: The passive investing strategy is basically on autopilot - where the fund manager
replicates the same constituents of an index and is less involved in the investing strategy.
Passive investing is best for those who don't want to spend much time managing their assets.
They can let investments sit, and they have long-term plans. Passive investing is typically a
less involved investing strategy

2. What are key advantages of passive strategy?

Ans: Some of the key advantages of investing in passive strategy are as follows:
¢ Mirroring the Index: Replicate the index constituents
e Lower Fees: Low cost-efficient strategy

¢ Transparency: Benefit from broader market outlook, transparent and no lock in
feature

¢ Minimal Risk: Low risk of security selection
¢ Rule Based: All indexes are created basis rules

¢ No Active Management: The fund is not managed actively and hence there is no
human bias

3. What are Target Maturity Funds?

Ans: Target maturity funds are passively managed open-ended debt funds which track
predefined fixed income index. These funds have a fixed maturity and the potential to generate
healthy risk adjusted performance. They follow a predefined index having securities maturing
on or before a maturity date of the index.

One of the striking features of target maturity funds are they immunize investors against interest
rate risk as bonds are held till maturity. Besides that, relatively lower interest rate risk, has also
been attracting investors.
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4. What are key features of Target Maturity Funds?
Ans: Some of the striking features of investing in Target maturity funds are as follows:

Optimal yields: Offers relatively attractive yielding investments as these funds allow the
investor to negate the impact of rising interest rates if they are held to maturity

Liquidity: Presents liquidity through investments in gilt and redemption feature with open
ended nature which allows you to invest or withdraw anytime

Quality & Safety: Relatively low credit risk due to mix of quality debt papers such as Gilts
(Government Securities), State Development Loans (SDLs), Public Sector Undertakings (PSUs),
Treasury-Bills (T-Bills) and Other bonds

Roll Down Strategy: Buy to hold investment strategy as roll down maturity feature help
achieve expectable returns over the target period

Indicative returns: If investors hold these funds till maturity, they can expect to earn the
indicative vields as the yield-to-maturity (YTM) metric indicates the expected return

Tax Treatment: For investment tenures of 3 years plus, you can enjoy benefits of long term
capital gains taxation. Long term capital gains in target maturity funds are taxed at only 20%
after allowing for indexation benefits.

Cost Efficient: Given the passive investing structure of target-maturity funds, they have
considerably low expense ratios

5. How does Target Maturity Funds work?

Ans: Target maturity funds track an index investing in Government Securities (G-Secs), State
Development Loans (SDLs), Corporate Bonds and Public Sector Undertaking (PSU) bonds.

The bonds pay coupons (interest) at regular intervals and face value (principal) on maturity. The

coupons paid by the bonds are re-invested as per the asset allocation of the target maturity
fund.

On maturity of the fund, the bonds will pay the face value and accrued interest (as applicable).
The fund will pay the maturity proceeds to investors holding units of target maturity funds.

6. How are Target Maturity Funds taxed?

Ans: The tax on target maturity funds is of fixed income funds. Funds with maturity longer than
3-years are eligible for long term capital gains (LTCG) tax at 20% with indexation (gains over
and above inflation is taxable).
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7. What is a difference between Target Maturity Funds and Fixed Maturity Plans
(FMPs)?

Ans: Both Target Maturity Index Funds and FMPs have fixed maturity dates. However, the main
difference between the two is liquidity.

FMPs are close ended schemes; there is no liquidity before the maturity of the scheme, except
on stick exchanges where the FMPs are listed. Target Maturity Index Funds, on the other hand,
are open ended scheme. You can redeem units of your Target Maturity Index Funds at any time,
as per your needs based on prevailing Net Asset Values (NAVSs).

The other difference between the Target Maturity Index Funds and FMPs is the type of securities
in which these schemes can invest. Target Maturity Index Funds can only invest in the
constituents of their benchmark index like G-Secs, SDLs and Corporate bonds including PSU
bonds, while FMPs can invest in other types of debt instruments also.

8. Who should opt for Target Maturity Funds?
Ans: Target maturity funds are best suited for following investors:

- Suited to investors whose investment horizon matches the tenure of these funds
- Ideal for investors who are looking for a product similar to FMP’s (Fixed Maturity Plans)
- Investors looking for a passively managed debt fund at low cost

9. What are the benefits of investing in HSBC CRISIL IBX Gilt June 2027 Index
Fund?

Ans: HSBC CRISIL IBX Gilt June 2027 Index Fund (An open-ended Target Maturity Index Fund tracking CRISIL-
IBX Gilt Index - June 2027. Relatively high interest rate risk and relatively low credit risk) is backed by low risk, quuidity
and tax benefit offers better risk adjusted performance.
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Low risk

HSBC CRISIL IBX Gilt

June 2027 Index Fund
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yielding investments
with buy - hold
investment strategy,
indexation benefit
and no load

[}
i~

Offers relatively low
credit risk by
investments in G-
Sec

~ & -

Offers liquidity with
investment in
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open ended fund it
offers regular
liquidity to investor

Source — HSBC Asset Management India, For illustration purpose only.
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10.Why invest in HSBC CRISIL IBX Gilt June 2027 Index Fund (HGIF)?

Ans: Some of the key features of HGIF are as follows:

The mandate of the target maturity fund is to invest in line with the index construction

The 4 — 5 year (2027) point in the yield curve remains attractive from a carry stand
point and should benefit from a roll-down over a 2 to 3 year timeframe

Yields are almost flat with very low spread on the yield curve. Currently, YTM for 2027
segment is only around 10 to 20 bps lower vs 2033 segment making it attractive in
terms of risk to reward

Further, the fund remains an attractive proposition from post-tax return perspective for

investors versus comparison to Tax-free bonds (after adjusting for taxation), who
intend to hold beyond 3-years+ and till maturity (June 2027), despite any near-term

volatility
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HSBC CRISIL IBX Gilt June 2027 Index Fund (HGIF)

An open-ended Target Maturity Index Fund tracking CRISIL-IBX Gilt Index - June 2027. Relatively high interest rate risk and relatively low credit risk.
Scheme Name Risk-o-meter

HSBC CRISIL IBX Gilt June 2027 Index Fund

An open-ended Target Maturity Index Fund tracking CRISIL-IBX Gilt Index - June 2027. Relatively high interest rate risk and
relatively low credit risk.

This product is suitable for investors who are seeking™:

Income over target maturity period

* Investments in Government Securities and T-Bills* Investors understand that their principal will be at Moderate risk
Benchmark Index Benchmark Risk-o-meter

CRISIL-IBX Gilt Index - June 2027

RISKOMETER

A Returns and risk commensurate with CRISIL-IBX Gilt Index - June 2027, subject to tracking errors.
* Investors should consult their financial advisers if in doubt about whether the product is suitable for them.

HSBC CRISIL IBX Gilt Jun 2027 Index Fund

Im;’::'g:zkngk 1 Relatively Low (Class A) Moderate (Class B) Relatively High (Class C)
Relatively Low (Class |}
Moderate (Class Il)
Relatively High (Class Ill Alll

A Scheme with Relatively High interest rate risk and Low credit risk.

Product labelling assigned during the NFO is based on internal assessment of the scheme characteristics or model
portfolio and the same may vary post NFO when the actual investments are made.

Potential Risk Class ('PRC’) matrix indicates the maximum interest rate risk (measured by Macaulay Duration of the
scheme) and maximum credit risk (measured by Credit Risk Value of the scheme) the fund manager can take in the
scheme. PRC matrix classification is done in accordance with and subject to the methodology/guidelines
prescribed by SEBI to help investors take informed decision based on the maximum interest rate risk and maximum
credit risk the fund manager can take in the scheme, as depicted in the PRC matrix.

Disclaimer

CRISIL - Each CRISIL Index (including, for the avoidance of doubt, its values and constituents)
published on the web site { www.crisil.com ) or otherwise delivered to client by CRISIL Limited
(hereinafter, “CRISIL") is the sole property of CRISIL. By viewing, accessing and/or otherwise
using CRISIL Indices or any related information (together, “Material”) the person doing so
("user”) acknowledges and accepts as follows: The user understands that the Material is
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provided by way of general information. CRISIL makes no representation or warranty that the
Material is appropriate or available for use at any location(s) outside India. Any access to the
Materials from territories where such contents are illegal, is prohibited. The user may not use
or export the Material in violation of any export and other laws or regulation. Where a user
accesses the Material from a location outside India, the user is responsible for compliance
with (and, if any, violation of) all local laws. The provision of the Material is not intended to
create an adviser, broker/dealer, or consultant-client relationship between CRISIL and the
user. CRISIL neither endorses nor solicits any business in respect the trading, purchase or
sale of any of the securities or instruments that may be featured in the CRISIL Index. Any use
of the Material other than user’s own personal or individual non-commercial purpose, is
subject to the user obtaining the prior written consent of (and payment of applicable charges
to) CRISIL. Without limiting the foregoing, unless the user is specifically permitted by CRISIL
in writing the user may not: (a) copy, transmit, combine with other information, recompile or
redistribute any part of the Material in any manner; (b) commercially exploit any part of
Material. Any unauthorized access and use of any part of the Material is illegal and may
attract legal action as CRISIL may consider necessary. While CRISIL uses reasonable care in
computing the CRISIL Indices and bases its calculation on data that it considers reliable,
CRISIL makes no representations or warranties including that any CRISIL Index or other
Material is error-free, complete, adequate, updated or fit for any particular purpose. Further,
there may be errors in transmission of the information. The user takes the full responsibility for
any use of CRISIL Indices. CRISIL does not accept any liability whatsoever (and expressly
excludes all liability) arising from or relating to their use of any part of Material.

HSBC Asset Management

The above information is for illustrative purpose only and it should not be considered as
investment research, investment recommendation or advice to any reader of this content to
buy or sell investments. Various index and their constituents and other companies discussed
in this document are for illustrative purpose only for explaining the concepts stated in this
presentation and it should not be considered as investment research, investment
recommendation or advice to any reader of this content to buy or sell investments.

This document has been prepared by HSBC Asset Management (India) Private Limited (HSBC)
for information purposes only with an intent to provide market overview and should not be
construed as an offer or solicitation of an offer for purchase of any of the funds of HSBC
Mutual Fund. All information contained in this document (including that sourced from third
parties), is obtained from sources, which HSBC/ third party, believes to be reliable but which it
has not been independently verified by HSBC/ the third party. Further, HSBC/ the third party
makes no guarantee, representation or warranty and accepts no responsibility or liability as to
the accuracy or completeness of such information. The information and opinions contained
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within the document are based upon publicly available information and rates of taxation
applicable at the time of publication, which are subject to change from time to time.
Expressions of opinion are those of HSBC only and are subject to change without any prior
intimation or notice. It does not have regard to specific investment objectives, financial
situation and the particular needs of any specific person who may receive this document.
Investors should seek financial advice regarding the appropriateness of investing in any
securities or investment strategies that may have been discussed or recommended in this
report and should understand that the views regarding future prospects may or may not be
realized.

This document is intended only for those who access it from within India and approved for
distribution in Indian jurisdiction only. Distribution of this document to anyone (including
investors, prospective investors or distributors) who are located outside India or foreign
nationals residing in India, is strictly prohibited. Neither this document nor the units of HSBC
Mutual Fund have been registered under Securities law/Regulations in any foreign jurisdiction.
The distribution of this document in certain jurisdictions may be unlawful or restricted or
totally prohibited and accordingly, persons who come into possession of this document are
required to inform themselves about, and to observe, any such restrictions. If any person
chooses to access this document from a jurisdiction other than India, then such person do so
at his/her own risk and HSBC and its group companies will not be liable for any breach of
local law or regulation that such person commits as a result of doing so.

Mutual Fund investments are subject to market risks, read all scheme related
documents carefully.

© Copyright. HSBC Asset Management (India) Private Limited 2023, ALL RIGHTS RESERVED.

HSBC Asset Management (India) Private Limited, 9-11 Floors, NESCO IT Park, Building no. 3,
Western Express Highway, Goregaon (East), Mumbai — 400 063, India.
Email: investor.line@mutualfunds.hsbe.co.in | Website: www.assetmanagement.hsbc.co.in
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