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Rising global inflation: How should investments be deployed?

Video highlights:

Over the past one to two years, investment opportunities in real assets—such as gold and
oil—have been driven by three catalysts:

Persistent Inflation: Global inflation remains structurally elevated due to lingering
geopolitical conflicts, making commodities, infrastructure, and energy effective inflation
hedges.

Al-Driven Infrastructure Demand: Exponential growth in Artificial Intelligence (Al) has
triggered surging global power demands, prompting governments to accelerate capital
expenditure in energy and digital infrastructure.

Geopolitical Resource Competition: Escalating geopolitical tensions fuel resource
protectionism among nations, providing structural upward support for commodity prices.

Beyond Al, global infrastructure equities are supported by long-term structural shifts requiring
massive capital reallocation:

Energy Transition: Geopolitical vulnerabilities (e.g., the U.S.—Iran conflict) have accelerated
global efforts to diversify away from traditional energy dependencies toward renewable
transitions.

Supply Chain Deglobalization: The shifting trend toward nearshoring and reshoring
manufacturing production creates immediate demand for domestic infrastructure and
industrial facility upgrades.

Capital Expenditure Scale: Global public infrastructure spending reached approximately USD
50 billion as of June 2025. Cumulatively, an estimated USD 151 trillion in additional capital
investment is required globally by 2050 to meet these structural shifts.

For fixed income strategy, short-duration Treasury Inflation-Protected Securities (TIPS) are
favored over longer-duration assets:

Interest Rate Risk Mitigation: Anticipated upward pressure on long-term U.S. Treasury yields
makes short-duration TIPS ideal for reducing duration risk while hedging against unexpected
inflation.

Historical Performance Resilience: Over the past 10 calendar years, short-duration TIPS
delivered positive returns in 9 years and outperformed standard short-term US Treasuries in
8 of those years, offering a compelling risk-adjusted profile.

The rising correlation between global equities and bonds has diminished the diversification
benefits of conventional balanced portfolios. Thus, investors could consider a multi-asset strategy
combining short-duration bonds and real asset equities to hedge geopolitical and inflationary risks
while capturing structural long-term growth.

Full version is only available in Chinese language.
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Important Note and Risk Disclosure Statement

This document is issued by China CITIC Bank International Limited (“the Bank”) and used for reference purpose only.
The information or opinion herein is not to be construed as professional investment advice or any offer of, or invitation
by or on behalf of the Bank to any person to purchase or sell or acquire or invest in any investment products. The
information or opinion presented has been developed internally and/or taken from sources believed to be reliable, but
the Bank makes no warranties or representation as to the accuracy, correctness, reliabilities or otherwise with respect
to such information or opinion, and assume no responsibility for any omissions or errors in the content of this document.
For information which is provided by the Information Provider and other companies such as fund houses, it is being re-
transmitted by the Bank in the ordinary course of business to you for general information and reference purposes only.
The Bank makes no warranties or representation as to the accuracy. This document is not intended to provide any
investment advice. Investors should not make investment decisions solely based on the content of this document, nor
should they consider any content in this document as guidance for determining whether individual markets are suitable
for investment. Before making any investment decision, investors should carefully consider the risk factors relating to
an investment product in light of their own financial circumstances, investment objectives and experiences and other
personal circumstances, and should seek appropriate professional advice if necessary. The Bank accepts no liability for
any direct, special, indirect, consequential, incidental damages or other loss or damages of any kind arising from any
use of or reliance on the information or opinion herein.

Investment involves risks, investment value and return may go down as well as up. Past performance of each investment
product is not indicative of its future performance. Losses may be incurred but may not necessarily result in profits as
a result of buying and selling investment product. Investment in emerging markets involves above average investment
risks, such as possible fluctuations in foreign exchange rates, political and economic uncertainties. The price of securities
fluctuates, sometimes dramatically. The price of securities may move down or up and may become valueless. It is as
likely that losses will be incurred rather than profits made as a result of buying or selling securities.

When investing in high-yield or unrated bonds or related products, investors face higher default risk, credit risk or
liquidity risk, and are more susceptible to the impact of economic cycles. During economic downturns, their value
typically declines more as (i) investors become more risk-averse and (ii) default risk increases. Foreign currency
investments are subject to exchange rate risk which may result in gain or loss. The fluctuation in the exchange rate of
foreign currency may result in losses in the event that customer converts the foreign currency into HKD or other foreign
currencies. Renminbi is not freely convertible at present. The actual conversion arrangement will depend on the
restrictions prevailing at the relevant time.

China CITIC Bank International Limited is an authorized institution under the Banking Ordinance and is regulated by the
Hong Kong Monetary Authority

This document is issued by the China CITIC Bank International Limited and has not been reviewed by the Securities and
Futures Commission ("SFC") or any regulatory authority in Hong Kong.

No part of this document may be reproduced or transmitted in any form or by any means without the prior written
permission of the Bank.



