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¢ The “Triple Threat” occurred on 20 January, marking the first
simultaneous move in months across USD, equities, and yields

¢ This rare combination may indicate reduced confidence in the
US and present challenges to traditional portfolio diversification

* [f it persists for consecutive days, it could signal deeper
structural concerns, which warrant close monitoring

On 20 January, we observed a rare market event: the USD weakened, US equities
(S&P 500 Index) declined, and US Treasury yields rose — a combination we refer to
as the “Triple Threat”. This was the first instance of such a pattern since the
aftermath of “Liberation Day” in April last year.

Under typical market conditions, rising Treasury yields are associated with stronger
growth expectations or higher inflation, which generally support equity markets.
Conversely, when both equities and bond yields fall, it usually signals a deterioration
in risk appetite, with the USD often strengthening as investors seek safety.

The distinguishing feature of the recent “Triple Threat” is the simultaneous
weakness in the USD. A declining US Dollar Index (DXY) alongside rising Treasury
yields suggests that nominal yields are not sufficiently attractive to draw in capital.
This may reflect concerns about real returns, policy uncertainty, or doubts regarding
the sustainability of US fiscal and monetary frameworks. Rather than indicating
healthy global risk appetite, USD weakness in this context points to reduced
confidence in the US.

From a portfolio perspective, this scenario challenges traditional diversification
strategies, as both risk assets and defensive holdings like the USD can experience
drawdowns at the same time. This shift in correlations raises important
considerations for portfolio construction and risk management.

Historically, “Triple Threat” has been relatively infrequent. Since 2000, it has
occurred on 455 out of 6,797 trading days (around 6.7%), with a maximum run of
three consecutive days. Looking further back to the early 1970s, the longest stretch
was four days.

In summary, the “Triple Threat” serves as a signal of underlying structural concerns
in the market, rather than typical cyclical fluctuations. If this pattern persists for
consecutive days or over the coming days, it may warrant closer attention and a
reassessment of market positioning.
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The “Triple Threat” occurred on
20 January

Normally, rising US Treasury
yields support US equities and
strengthen the USD

USD weakness in this context
may suggest reduced
confidence in the US...

...and could introduce
challenges to traditional
portfolio diversification
strategies

The “Triple Threat” is
historically rare and short-
lived...

...but if it persists for
consecutive days, it signals
deeper structural market
concerns
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Disclosure appendix

Important disclosures

This document is for information purposes only and it should not be regarded as an offer to sell or as a solicitation of an offer to
buy the securities or other investment products mentioned in it and/or to participate in any trading strategy. Information in this
document is general and should not be construed as personal advice, given it has been prepared without taking account of the
objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on it, consider the
appropriateness of the information, having regard to their objectives, financial situation and needs. If necessary, seek professional
investment and tax advice.

Certain investment products mentioned in this document may not be eligible for sale in some states or countries, and they may
not be suitable for all types of investors. Investors should consult with their HSBC representative regarding the suitability of the
investment products mentioned in this document and take into account their specific investment objectives, financial situation or
particular needs before making a commitment to purchase investment products.

The value of and the income produced by the investment products mentioned in this document may fluctuate, so that an investor
may get back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that
could equal or exceed the amount invested. Value and income from investment products may be adversely affected by exchange
rates, interest rates, or other factors. Past performance of a particular investment product is not indicative of future results.

HSBC and its affiliates will from time to time sell to and buy from customers the securities/instruments (including derivatives) of
companies covered in HSBC Research on a principal or agency basis.

Whether, or in what time frame, an update of this analysis will be published is not determined in advance.

Additional disclosures
1 This report is dated as at 21 January 2026.

2 All market data included in this report are dated as at close 20 January 2026, unless a different date and/or a specific time
of day is indicated in the report.

3 HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its
Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of
Research operate and have a management reporting line independent of HSBC's Investment Banking business.
Information Barrier procedures are in place between the Investment Banking, Principal Trading, and Research businesses
to ensure that any confidential and/or price sensitive information is handled in an appropriate manner.

4 You are not permitted to use, for reference, any data in this document for the purpose of (i) determining the interest
payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the
price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument,
and/or (iii) measuring the performance of a financial instrument or of an investment fund.
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