An Artificially Intelligent Equity Index
with IBM Watson™




An Artificially Intelligent

Equity Index

The Al Powered US Equity

Indexes are the first and

only rules-based equity
strategies to use IBM

Watson to turn data into

iInvestment insight.

By working around the clock to keep up with
the increasing volume of data created every day,
the Al Powered US Equity Index 5 ("AIPEXE")
uses the power of Artificial Intelligence ("Al")

to continually improve processes, in an effort

to build an informational advantage as markets
evolve and as new information becomes
available.

AIPEXE seeks to identify companies whose stock
prices are poised for potential growth through

an objective selection process that is like a
fundamental approach, only thousands of times
faster and broader in scope.
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SPi is a market intelligence company that
provides market intelligence, reference data and
lifecycle information for the structured products
industry.

In 2021, the HSBC Al Powered US Equity
Indexes won the Best New Index award. This
award recognises, following the Index Standard
methodology, the best non-traditional index
provider of the year, which outlines their
methodology, innovation, and value to investors.
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The Future of Investing

For investors seeking to grow their wealth by investing in equities, the birth of Big Data represents an
unprecedented opportunity. Each new piece of data represents a new possible insight on a company or
the markets that can lead to better investment decisions.

However, the sheer amount of data now available to investors is staggering, and the gap between what
is available and what humans can take in and analyze is wide and will only continue to grow.

By some measures, 90% of the data that exists today has
" been created in just the past two years, and data

continues to explode at an exponential pace.®

Much of this data is non-traditional;, newer data such as

n"ltll social media posts, satellite imagery, and website traffic
I patterns must be analyzed and organized to be useful *

10 01  enable Al systems to analyze and continuously learn from

l:IlI:I Recent advances in machine learning and cloud computing
0I5l the vast amount of data being generated each day.*

Successful investment strategies of the future must keep up with the growing amount of data being
generated each day.




Al Powered

Equity Investing

The Al professionals at EquBot developed AiPEX5
to not only keep up, but also to thrive in an
increasingly complex world of data by using Al

techniques including Natural Language Processing

and Machine Learning.

AIPEXS is a new kind of equity strategy
utilizing IBM Watson's Artificial Intelligence.
Watson enables AIPEXS to understand the
equity markets and to read and analyze
millions of traditional (e.g. financial statements)
and non-traditional (e.g. news articles) data
sources each day. With Watson, AIPEX5

is able to build intuition, experience, and to
continuously learn as headlines break and
new information becomes available.

Applying what it has learned, AiPEX5 objectively
evaluates and scores each of the 1,000 largest
U.S. publicly traded companies in order 1o

find those whose stock prices are poised for
growth and rebalances its portfolio monthly by
following a 3-step equity selection process.

AIPEXD can identify and
quantify relationships that
are not readily apparent to
humans. Rather than one
analyst’s opinion, AIPEX5
selects stocks based on

the insights uncovered by
an entire army of simulated
research analysts and
traders who are in complete
coordination, allowing for
iInformation learned by one
to be instantly known by all.
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AIPEXS 3-Step Monthly Equity Selection Process:

i
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1. Score

Scores for the 1,000 largest
U.S. companies are calculated
based on:

* Financial Health Score:
evaluates a company’s

fundamentals and key figures.

* Management Score:
assesses a company's
management strength and
thought leadership.

* News & Information Score:
measures a company’s
market sentiment, economic,
and geopolitical risks.

4 v
2. Select

Approximately 250 companies
with the highest combined

Financial Health, Management,

and News and Information
Scores are selected for the
portfolio.

&
3. Diversify

Companies are assigned
portfolio weights, with the
largest weights going to the
companies with the highest
combined scores (subject to
diversification and market
liquidity limits).




Daily Risk Control
elps Provide
Smoother Returns
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AIPEXD reacts daily AIPEXD reduces the AIPEX5 seeks a b% daily volatility target.
to changing market impact of short-term If the volatility falls below the target, the
conditions, as rapid volatility in the equity allocation to selected equities is increased
maovement in the markets through up to a maximum of 1560%. If the volatility
market, or volatility, daily re-allocations is greater than the target, allocations to the
can create greater between the equities selected equities may be reduced. Allocations
potential risk. selected by the Al below 100% to selected companies will

algorithms and a be reallocated to a cash component.

cash component.
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AIPEX5 Performance:

Historical & Simulated

The Al Powered US Equity Index 5 would have provided growth through a variety of market

environments due in part to a monthly equity selection process intended to adapt to market changes
and mitigate potential risks. While real-time calculations did not begin until May 4, 2020, the graph
below illustrates how AIPEXS would have provided long-term positive returns with low volatility.
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Volatility

Adjustment Factor’

0.85% per year




Growing
Presence
of Artificial
Intelligence

The AIPEX indexes are the first of their
kind, but likely not the first time investors
have encountered Al. Technology similar
to that which AIPEX5 uses to gain market
iInsights Is already helping to improve our
daily lives, even if we don't realize it.

Al is helping the Mayo Clinic improve their
breast cancer early screening results and
match patients with clinical trials.*

Al is helping our armed forces and law
enforcement professionals identify persons
of interest with facial recognition.*

Al is helping power the billions of online searches each

day, and has transformed the communication industry
with software such as text message auto completion.*
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Index
Collaborators

IBM Watson is IBM's suite
of enterprise Artificial
Intelligence applications and
APls. IBM Watson represents
a new era in computing,
where systems understand
the world the way humans
do: through intuition, learning,
and experience. IBM Watson
continuously learns, gaining
value and knowledge from
interactions over time.

EquBot, Inc. ("EquBot”), a San Francisco based asset




<ey Terms and
Definitions

T Artificial Intelligence
g WE enables computers to do things normally requiring human

intelligence, such as visual perception, speech recognition,
interpretation of language, and decision-making

@ MNatural Language Processing
is a branch of artificial intelligence that reads, deciphers,
]

understands, and makes sense of human languages
Machine Learning

is a subset of artificial intelligence that gives computers the
ability to learn without being explicitly programmed in order
to identify patterns and make successful predictions

Volatility

A
is the range of price change a security experiences over a given period
of time. If the price remains relatively stable, the security has low
volatility and if the price moves erratically, the security has high volatility

For more information on the Al Powered US Equity Index 5 (AiPEX5):

Go to aipexb.gbm.hsbc.com
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Risks Associated with the Al Powered US Equity Index 5 (USD) Excess Return (“AiPEX5")

The strategy tracked by AIPEXS and the Base Index and the views implicit in AIPEXS S0FR has a wery limited history, and itz historical performance is not indicative of
and the Base Index are not guaranteed to succeed. future performance.

AIPEXE and the Base Index
history.

The Base Index selects and weights its underlying constituents based on Al models;
the strategies and views implicit in such models and in the Base Index are not
guaranteed to succeed.

The methad by which the Base Index rewsights the underlying constituents and the
reallocation period may negatively affect the level of the Base Index.

The Base Index
companises.

The volatility-targeting feature may cause AIPEXS to perform poorly during certain
markst conditions.

Changes in U.5. Treasury rates and the perceived creditworthiness of the United
States may affect the level of the Baze Index.

AIPEXS varies its exposure to the Base Index. As a result, exposure to the Bass
Index may be limited and the performance of AIPEXS may be adversely affected.

The parformance of AIPEXS will be reduced by the performance of the reference
rate and the embedded adjustment factor.

The level of the Base Index, and therefore AIPEXS, may be determined by reference
to the SPDR’ 5&P 500° ETF ("SPY™) if the Al models become unavailable.
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