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Most advisers building a core equity allocation already have two familiar tools: a passive tracker and an
actively managed fund. But there's a question over whether this is enough in today’s markets.

The answer, according to HSBC Asset Management, is that Active Quant equity is designed to sit as a
genuine third option, one that draws on the strengths of both without simply replicating either. Approaches
such as the HSBC Active Quant equity strategy are built to be complementary to both traditional active
stock-picking and passive index investing.

The passive complement

Compared with a tracker, the case for active quant investing rests on adding a modest amount of extra
return without giving up much of what makes passive investing attractive in the first place.

Daniela Hamoui, global head of the quant product specialist team at HSBC Asset Management, said this is
one of the most common ways advisers are already using the strategy.

"Versus a passive tracker, you're adding enhanced risk-adjusted returns at low cost," she explained.

"What we see a lot, especially in the advisory space, is passive investors adding low-tracking-error active
quant portfolios: they are taking just a little bit of risk and adding a little bit of alpha, at a very low cost.”

The active alternative

The comparison looks different against a concentrated, discretionary active fund, where Hamoui said HSBC
is seeing the clearest change in adviser behaviour.

"This is where we see the biggest shift, like a mega-trend in the industry," she said. "There's a big shift
away from active fundamental discretionary, with no control of risk or very high tracking error, into
quantitative approaches: you get less risk, you get more consistent returns and, generally, a lower fee."

That gives advisers two distinct use cases for the same underlying strategy. Strategies such as HSBC
Active Quant Equity can sit alongside a passive core as a low-cost enhancement, or they can act as a
wholesale replacement for a higher-risk, higher-cost active holding that isn't delivering the consistency a
client needs.

Freeing up risk budget, in practice

One of the more overlooked benefits, Hamoui said, is what active quant investing frees advisers up to do
elsewhere in a portfolio, although the mechanics work slightly differently depending on where the
allocation is coming from.

Replace an active, discretionary strategy with an active quant one and the tracking error taken relative to
the benchmark falls. "You're taking less risk in your overall portfolio, you're taking less tracking error risk
relative to the S&P 500, for example," Hamoui said.

Source: HSBC Asset Management, data as at July 2026.
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"You can free up that risk to allocate and use for your tactical asset
allocation, whether that's taking an additional country exposure or an
additional specific style exposure, whatever a multi-asset portfolio manager

might use that tactical allocation risk budget for." E

Add an active quant tilt to an existing passive core and the effect runs the
other way, but towards the same outcome. Tracking error rises only slightly, The active quant
and "in quite a linear manner”, in exchange for the additional alpha the strategy is a long-
strategy is designed to capture. term core holding
designed to sit
alongside a passive
tracker or an active
fund.

Either way, the point is the same, Hamoui said: "You're taking very little risk
for the alpha that you're getting."

Holding five factors works better than timing one

The same logic that shapes HSBC Asset Management's approach to constructing the strategy also shapes
how advisers should think about deploying it: as a long-term core holding, not a tool for calling which style
will outperform next.

"Holding multiple factor themes, each one powered by a range of underlying signals, means you have more
resilient portfolios that are able to withstand shifting market dynamics," Hamoui said. "If you concentrate
everything in a single factor theme, you can't predict what's going to be the next regime and you're going
to miss out when that regime turns."

That stands in contrast to a more familiar adviser habit: blending a dedicated growth manager with a
dedicated value manager and adjusting the mix as conditions change.

Hamoui noted why the HSBC Active Quant strategy is built differently. "Factor timing usually means you
fully rotate, based on whatever is in your process. If you look at all the quant research that's out there, it's
very expensive to trade timely and you also get that additional risk of potentially missing a factor reversal in
the regime."

That is a deliberate design choice, not a limitation. "Our Active Quant strategy is not built for tactical
rotation. It is designed to sit at the core of a portfolio, delivering consistent, long-term exposure across
market regimes. The goal is structural resilience, not short-term positioning.”

Where active quant equity fits

For advisers weighing where core active quant equity fits, the answer is not as a tool for calling the next
factor rotation or replacing tactical asset allocation.

The practical answer is narrower and more useful: the active quant strategy is a long-term core holding
designed to sit alongside a passive tracker or an active fund and deliver one thing consistently: disciplined,
systematic exposure to the drivers of long-term return.

Source: HSBC Asset Management, data as at July 2026.

The value of investments and any income from them can go down as well as up and investors may not get back the amount
originally invested. Characteristics are for illustrative purposes only, as at the date indicated, and subject to change without prior notice.
Any forecast, projection or target where provided is indicative only and is not guaranteed in any way. HSBC Asset Management accepts 2
no liability for any failure to meet such forecast, projection or target.



Important Information
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Full details, including the prospectus, PRIIPs KID/KIID, and the latest annual
report, are available free of charge, on our website or on request. This
presentation is distributed by HSBC Asset Management. The information
contained herein is subject to change without notice. All non-authorised
reproduction or use of this commentary and analysis will be the responsibility of
the user and will be likely to lead to legal proceedings. This document 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 commentary and analysis presented in this document reflect the opinion of
HSBC Asset Management on the markets, according to the information available
to date. They do not constitute any kind of commitment from HSBC Asset
Management.

If necessary, investors can refer to the complaints handling charter available in
the banner of our website.

Please note that the distribution of the product can stop at any time by decision
of the management company.

Tax treatment depends on The individual circumstances of each client and may
be subject to change in The future.

Capital is not guaranteed. It is important to remember that the value of
investments and any income from them can go down as well as up and is not
guaranteed.

Consequently, HSBC Asset Management will not be held responsible for any
investment or disinvestment decision taken on the basis of the commentary
and/or analysis in this document. All data from HSBC Asset Management unless
otherwise specified. Any third party information has been obtained from sources
we believe to be reliable, but which we have not independently verified. The
capital is not guaranteed.

This commentary has been produced by HSBC Asset Management to provide a
high level overview of the recent economic and financial market environment,
and is for information purposes only. The views expressed were held at the time
of preparation; are subject to change without notice and may not reflect the
views expressed in other HSBC Group communications or strategies. This
marketing communication does not constitute investment advice or a
recommendation to any reader of this content to buy or sell investments nor
should it be regarded as investment research. The content 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. You should be aware that the value of any investment can go
down as well as up and investors may not get back the amount originally
invested. Furthermore, any investments in emerging markets are by their nature
higher risk and potentially more volatile than those inherent in established
markets. Any performance information shown refers to the past and should not
be seen as an indication of future returns. You should always consider seeking
professional advice when thinking about undertaking any form of investment.
Past performance is no guarantee for future returns. The value of the money
invested in the fund can increase or decrease and there is no guarantee that all of
your invested capital can be redeemed. Future returns will depend, inter alia, on
market developments, the fund manager’s skill, the fund’s level risk and
subscription, management and redemption costs.
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