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165,496 24 5 - 165,525 () = () = [©) = = 20.0 = =
136,539 4,827 249 5 141,620 @n (26) (13) = (66) = 0.5 5.2 = =
- 2,005 54 3 -| 2,062 = = = = = = = = = =
- 64,428 | 4,41 245 5| 69,119 (26) (26) (23) = (65), = 0.6 5.3 = 0.1
- 70,106 332 1 -| 70,430 ® = = = ® = = = = =
5,423 565 64 2 6,054 [O) @ [O) = Qan 0.1 1.6 6.3 = 0.3
. 42 = 1 = 43 = = = = = = = = = =
- 3,866 499 62 2| 4,420 0 ® ® = (6), 0.1 1.6 6.5 = 0.4
- 1,515 66 1 -| 1,582 = [ = = ) = 1.5 = = 0.1
12 31 423,152 14,298 2,562 124 440,136 (55)  (07)  (990) @78) (1,430) = 1.4 38.6 62.9 0.3
IFRS
POCI
30
30
29 30 30
2018 12 31
( ) ECL ECL %
29 30 29 30 29 30
( ) 8,816 117 178 (171) 3) (6) 1.9 2.6 3.4
: 1,206 80 83 @ @ ® 2.2 2.5 4.8
- 7,476 37 95 (132), [6)) () 1.8 2.7 2.1
- 134 = = 12) = = 9.0 = =
( ) 66 5 = () = = 1.5 = =
24 = = = = = = = =
2018 FVOCI
ECL
( ) ECL ECL %
POCI POCI
POCI
% % % ) %
( ) 256,850 14,526 5,063 413 276,852 (401)  (566) (1,852) (74)  (2,893) 0.2 3.9 36.6 17.9 1.0
. 115,877 | 3,153 | 1,247 - | 120,277 @9 @) o1) - (685) 0.1 6.2 28.9 - 0.6
- 118,985 | 10,699 | 3,645 213 | 133,742 @67y (368) (1,384) )| (2,093) 0.2 3.4 38.0 17.9 1.6
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21,988 674 171 | -| 22,833 (5)| (3)| (107) - | (115) - 0.4 62.6 - 0.5
( ) 12,966 250 11 - 13,227 (5) [0) (1) - (8) - 0.8 9.1 - 0.1
179,519 225 4 2 179,750 [©) - - - [©) - - - - -
163,726 3,364 225 34 167,349 (42) (49) 17) - (108) - 1.5 7.6 - 0.1
- 39,300 112 50 -| 39,462 - - - - - - - - - -
- 77,982 | 3,182 175 34| 81,323 (40) 48) @an) - (105) 0.1 1.5 9.7 - 0.1
- 46,494 70 - - | 46,564 @) [ - - 3) - 1.4 - - -
7,595 647 43 16 8,301 [0} @ ©7) - (32) 0.1 0.2 62.8 - 0.4
- 69 - 1 - 70 - - - - - - - - - -
- 5,353 561 42 16| 5,972 ) [ @7) - 32) 0.1 0.2 64.3 - 0.5
- 2,173 86 - - 2,259 - - - - - - - - - -
2018 620,656 19,012 5,346 465 645,479 (454)  (618) (1.897) (74)  (3,043) 0.1 3.3 35.5 15.9 0.5
2017 12 31 32.5
IFRS
PoCI
2018
( ) ECL ECL %
30 29 30 29 30
29
% % %
( ) 14,526 477 590 (566) (49) (50) 3.9 10.3 8.5
- 3,153 411 183 (195) (36) (36) 6.2 8.8 19.7
- 10,699 66 405 (368) @13) 14) 3.4 19.7 3.5
- 674 - 2 [©) - - 0.4 - -
( ) 250 1 2 (2 (2 - 0.8 200.0 -
225 1 16 - - - - - -
2018 12 31 FVOCI
ECL
[¢ ) ECL ECL %
PoCI PoCI
PoCI
% % % % %
(
) 52,962 5,477 985 103 59,527 (86) (122)  (461) (75)  (744) 0.2 2.2 46.8 72.8 1.2
- 3,134 o1 24 -| 3,240 [0 @) ®) = ©) = 3.3 20.8 = 0.3
- 32,966 | 5,292 895 103 | 39,256 @2)| @o8)| (430) @)  (685) 0.2 2.0 48.0 72.8 1.7
16,862 94 66 -| 17,022 (13) (1)) (26) = (50) 0.1 11.7 39.4 = 0.3
( ) 12,629 60 = - 12,689 @ () = = ) = 1.7 = = =
124,521 19 4 - 124,544 = = [} = [©) = = 25.0 = =
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58,162 2,889 141 5 61,107 (4 @9 ©) - (50) - 0.8 1.4 - 0.1
N 302 3 - - 305 - - - - - - - - - -
N 30,549 | 2,597 141 5| 33,20 @) @ ® - @ o1 0.9 1.4 - 0.1
- 27,311 289 - - | 27,600 (&) - - - (&) - - - - -
5,248 217 53 - 5,518 ©) ) @ - @ 01 2.5 7.5 - 0.3
N 3 - - - 3 - - - - - - - - - -
- 1,567 227 52 -| 1.846 ®) ®) ® - @) o2 2.6 7.7 = 0.7
- 3,678 50 1 -] 3,729 - ) - - &) - 2.0 - - -

2018 12 31
253,522 8,722 1,183 108 263,535 (115)  (154)  (468)  (75) (812 - 1.8 396 69.4 0.3

IFRS
POCI
30
30
29 30 30
2018 12 31
C ) ECL ECL %
29 30 29 30 2 30

( ) 5,477 20 5 (122 - - 2.2 - -
N 91 20 5 ®) - - 3.3 - -
- 5,292 - - (108) - - 2.0 - -
. 94 - - 1 - - 11.7 - -
( ) 60 - - @ - - 1.7 - -
19 - - - - - - - -
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28
111,964 (12,579) 99,385
- 23,607 = 23,697
- 72,952 (10,610) 62,342
- 15,315 (L.969)) 13.346
13,628 (12) 13,616
165,793 (17,065) 148,728
- 52,013 = 52,013
- 839 = 839
- 80,102 (17,065) 63,037
- 13 = 13
- 32,826 = 32.826
144,522 (140,644) 3,878
435,907 (170,300) 265,607
172,073 = 172,073
- 23,244 = 23,244
- 148,829 = 148,829
2018 12 31 607,980 (170,300) 437,680
58,783 (20,045) 38,738
N 3,240 = 3,240
- 38,571 (10,610) 27,961
- 16,972 (9,435), 7,537
12,686 ) 12,664
124,815 (13,401) 111,414
N 40,657 = 40,657
- 442 = 442
- 56,495 (13,401) 43,094
- 27,221 = 27,221
139,229 (137,504) 1,725
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335,513 (170,972) 164,541

81,748 = 81,748
_ 15,860 = 15,860
- 65,888 = 65,888
2018 12 31 417,261 (170,972) 246,289
1 30

2018
15
10
14
POCI
1.2
ECL
ECL
ECL HSBC
HSBC
HSBC
10 80
ECL

IFRS

HSBC
GDP
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HSBC
GDP
10 90 GDP
HSBC
HSBC IFRS
ECL 400
HSBC
2018
ECL 2018
ECL
HSBC 2019 2023

GDP 2.9 2013
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2017
2019 2023 GDP 2013 2017
2013 2017
GDP
WT1 1
63
2019 2023
GDP (%) 1.7 1.5
(%) 2.1 1.7
(%) 4.5 7.8
(%) 1.2 0.2
10 (%) 2.6 2.0
(%) 2.9 1.7
(€D) 3.2 3.1
(%) 50.0 80.0
GDP
2018
GDP
2018
2019 2023

GDP (%) 2.2 1.9
(%) 2.3 2.0
(€D)) 4.2 7.4
(€D 1.3 0.2
10 (%) 2.7 2.0
(%) 4.1 2.3
(%) 6.0 7.3
(%) 10.0 10.0
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GDP
GDP
FRB
2019 2023 )
GDP (%) 1.1 1.1
(%) 1.7 1.3
(%) 4.8 8.2
(%) 0.3 (0.3)
10 %) 1.6 0.9
(%) 1.0 (1.3)
(%) (0.2) 2.9
(%) - 10.0
2018
EU
2018
AD
30
AD
5
AD
5
2019 2023

GDP [O) 0.5 0.1 0.7
751420
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D) 2.2 2.4 2.7
D) 6.5 8.0 7.7
D) 0.4 2.5 2.5
10 0) 1.8 4.0 4.0
(D) (1.5) 3-3) (4.8)
) (©-9) @-3) (-5)
D) 30.0 5.0 5.0
ECL
PD LGD ECL
PD
LGD
PD LGD
LGD
ECL HSBC
ECL
HSBC ECL
PD
IFRS ECL
PD
LGD HPI
LGD LTV
ECL
2018 12 31 ECL 64
62 GBEM cvB
10 50
ECL
HSBC 2018 12 31
EU
ECL
ECL
ECL
100 ECL
ECL
ECL
ECL
ECL
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ECL HSBC
ECL ECL
ECL ECL 100
ECL
ECL
ECL )
IFRS ECL
2018 12 31 ECL
ECL ( ) 218 36
( ) ( ) 98,450 49,725
ECL %) 0.22 0.07
(%):
0.16 0.07
0.14 0.07
0.18 0.1
AD 0.22
AD 0.39
AD 0.35
AD 213
AD 384 - 341
ELC
ECL
ECL ECL 13 17
IFRS ECL
2018 12 31 ECL
ECL ( ) 6 116
( 1,899 16,760
ECL %) 0.33 0.69
(%) :
0.33 0.69
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0.29 0.69
0.37 0.7
ECL
ECL
GDP PD
ECL
ECL ECL ECL
ECL
ECL
HSBC (
( ) ECL
ECL 12
ECL ECL
CRR PD
HSBC
( ) ECL
( )
POCI
( (¢ (¢ ¢
) ECL ECL ECL ) ECL ECL
2018 408,167 (452) 18,702 (618) 5,342 (1.897) 463 74) 432,674 (3.041)
(216,026) 288 (9,502) 453 (2,712) 663 - - (228,239) 1,404
(5,852) (120) 4,637 176 1,215 (56) - - - -
i (15,141) 38 15,141 (38) - = S - - -
i 9,955 (154) (9,955) 154 - = S - - -
i (754) 1 (941) 79 1,695 (90)) = - - -
) 88 (15) 302 (19) (480) 34 S - - -
ECL
- 99 - (114) - (0} - - - @2
19,080 (143) (421) 239 (769) 76 (330) 1 17,560 183
_ 138 (324) (240) 2 (448)
- - - S (@56) 456 = - (456) 456
779 @ 86 - 14 () () - 878 10)
1,597 38 772 (19) (78) 24 ®) 7 2,283 50
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2018 12 31 207,745 (154) 14,274 (207) 2,557 (989) 124 (78) 224,700 (1,428)
ECL
9 (199) @arn) (1)) (287)
71
(10)
ECL
(226)
2018 12 31
2018 12 31 12
( )
ECL EL
224,700 (1,428) (226)
165,525 @ -
49,911 = =
IFRS 440,136 (1,430) (226)
FVOCI 47,172 (45) 79
ECL ECL 487,308 (1,475) (147
IFRS
IFRS
IFRS
IAS 39
IFRS 9 12 PD
(¢
ECL
1FRS
( ) 45,870 31,451 30,141 3,483 2,361 113,306 (1,342) 111,964
15,579 5,266 2,346 185 527 23,903 (206) 23,697
20,868 23,016 25,342 3,072 1,760 74,058 (1,106)| 72,952
9,423 3,169 2,453 226 74 15,345 (30)) 15,315
( ) 11,735 1,536 355 5 = 13,631 ?) 13,628
51,965 - 35 14 - 52,014 [) 52,013
839 = = = = 839 = 839
67,748 8,017 4,337 - - 80,102 - 80,102
5 = 8 = = 13 = 13
31,885 486 444 7 5 32,827 [) 32,826
93 14 7 - 1 115 () 114
31,792 472 437 7 4 32,712 = 32,712
42,363 2,084 606 597 9 45,659 (45) 45,614
1FRS
42,274 9,924 7,088 876 - 60,162 - 60,162
2,633 1,362 4,136 2 - 8,133 - 8,133
122,695 17,115 4,229 451 32 144,522 = 144,522
( ) 420,012 71,975 51,379 5,435 2,407 551,208 (1,392) 549,816
78% 15% 6% 1% = 100%
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96,522 31,393 12,821 630 254 141,620 (66) 141,554
3,390 1,456 948 194 66 6,054 an 6,087
99,012 32,849 13,769 824 320 147,674 (83) 147,591
7,275 = = = = 7,275 = 7,275
8,631 5,236 2,682 592 103 17,244 [0} 17,207
15,906 5,236 2,682 592 103 24,519 @3N 24,482
( )
Fvoct ( )
IFRS 7.3
(
ECL
1FRS
23,923 17,828 15,123 1,586 1,067 50,527 (ad) 58,783
1,782 695 734 14 2 3,249 ® 3,240
9,441 14,695 12,764 1,358 998 39,256 (685) 38,571
12,700 2,438 1,625 214 45 17,022 (0) 16,972
11,225 1,356 107 1 2 12,689 ©) 12,686
40,657 = = = = 40,657 = 40,657
402 = 2 2 2 442 2 102
48,220 6,668 1,607 = = 56,495 = 56,495
26,653 170 122 1 4 26,950 [®) 26,949
- 67 1 = = 1 82 ® 81
- 26,586 156 122 1 3 26,868 = 26,868
26,272 40 12 2 3 26,329 ® 26,323
1FRS
28,073 7,379 6,873 845 = 44,070 = 44,070
303 939 3,800 2 = 5,044 = 5,044
120,848 14,240 3,684 427 30 139,229 = 139,229
C ) 327,516 48,620 31,328 2,864 1,104 411,432 @549 410,678
9% 12% 8% 1% = 100%
37,245 14,927 8,499 379 146 61,196 (50) 61,146
4,448 598 383 9 53 5,518 (1) 5,564
41,693 15,525 8,882 475 199 66,774 (649 66,710
2 4,742 = = = = 4,742 = 4,742
5,231 2,458 2,193 374 67 10,323 @n 10,296
9,973 2,458 2,193 374 67 15,065 @n 15,038
( )
Fvoct ( )
IFRS 4,7
IFRS
¢
ECL
45,870 31,451 30,141 3,483 2,361 113,306 (1,342) 111,964
- 45,858 29,662 24,835 1,774 = 102,129 (20 102,008
- 12 1,789 5,306 1,709 = 8,816 an 8,645
- = = = = 2,204 2,204 ©72) 1,272
~poct = = = = 17 17 &) 39
11,735 1,536 355 5 = 13,631 ® 13,628
- 11,727 1,483 350 5 = 13,565 ® 13,563
- 8 53 5 = = 66 6, 65
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- POCI - - - = = = = -
152,293 8,491 4,717 19 5 165,525 [0) 165,523
- 152,293 8,477 4,710 16 = 165,49 ® 165,495
- = 14 7 3 = 24 = 24
- = = = = 5 5 6y 4
— POCI - - - - - - - -
96,522 31,393 12,821 630 254 141,620 (66) 141,554
- 96,507 30,452 9,515 65 = 136,539 @) 136,512
- 15 941 3,306 565 = 4,827 (26), 4,801
- = = = = 249 249 @13) 236
~ pocl - - - = 5 5 = 5
3,390 1,456 948 194 66 6,054 an 6,037
- 3,354 1,431 604 34 = 5,423 @ 5,419
- 36 25 344 160 = 565 ©® 556
- = = = = 64 64 ® 60
~ poCI = = = = 2 2 = 2
2018 12 31 309,810 74,321 48,982 4,331 2,686 440,136 (1,430) 438,706
FVoCl
- 42,356 2,008 329 331 = 45,024 ® 45,016
- 7 76 217 266 = 626 (36) 590
- = = = = 6 6 ® 5
~ POCI = = = = 3 3 = 3
2018 12 31 42,363 2,084 606 597 9 45,659 (45) 45,614
IFRS
( )
Fvoct ( )
HSBC
90
180
90

PoCI
( )

- - 75 - 75

- - - 56 - 56

- - - 19 - 19
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394 429 568 117 1,508
- 394 429 567 117 1,507
- - - 1 - 1
2018 12 31 394 429 643 117 1,583
ECL
g - 14) = as
- = = ® = ©)
- - = o) - ®)
(O)) (10) (169) (78) (261)
- @ 0) (169) (78) (261)
2018 12 31 “@ (10) (183) (78) (275)
( ) ECL

PoCI PoCl
64,822 7,476 1,643 117 74,058 (99) (132) (797) (78) (1,106)
- 187 5 10 - 202 - - @) - (O
- 1,368 107 19 - 1,494 @) (©) () = (©)
- 12,364 1,379 245 53 14,041 (o)) (19) (200) (33) (175)
- 2,232 332 6 47 2,617 (©) (19) ) (43) 67)
465 2 = = 467 = - - - -
- 1,267 179 305 - 1,751 ) (18) (141) - (161)
9,331 2,654 201 1 12,287 (©) (11) (156) - (175)
- 5,232 563 148 - 5,943 19| (19) (23) = (56)
- 1,170 28 23 2 1,223 o) o) (12) () (15)
- 3,849 310 30 - 4,189 (©) @ ®) - (20)
- 7,274 410 398 1 8,083 ©®)| (O (252) - (267)
- 5,570 175 38 - 5,783 (©) - ®) = 1)
- 7,757 703 86 3 8,549 ®) (16) (64) ) (89)
- 562 21 - - 583 - ) - - (0
- 109 3 1 = 113 ) = ) = (©)
- 425 29 10 - 464 [€)) ) (©) = (©)]
- 1,367 446 12 - 1,825 (@) ) ®) = (1),
- 3,114 55 16 - 3,185 (12)| o) ®) - (1)
- 6 - = = 6 = = = = =
- 15 - 5 - 20 - - @) = (€D)
- 1,157 63 - - 1,220 - - - - -
- 1 12 - - 13 - (10) - - (10)
15,137 134 74 = 15,345 (13) (12) (5) = (30)
13,565 66 - - 13,631 [©) ) - - (3)
2018 12 31 93,524 7,676 1,717 117 103,034 (114) (145) (802) (78) (1,139)
54,481 4,776 716 6 59,979 (69) (100) (354) - (523)
26,555 1,549 408 10 28,522 (18) (16) (298) (3) (335)
9,071 472 220 = 9,763 [©) [©) (25) - (28)
3,417 879 373 101 4,770 (26) 27 (125) (75) (253)
2018 12 31 93,524 7,676 1,717 117 103,034 (114) (145) (802) (78) (1,139)

ECL

PoCI PoCI
68,294 4,940 307 7 73,548 (30) (34) (17) - (81)
71,621 398 2 - 72,021 [©) [©) - - [©)
2018 12 31 139,915 5,338 309 7 145,569 (31) (35) (17) - (83)
139,915 5,338 309 7 145,569 (31) (35) (17) = (83)
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46,662 2,715 175 = 49,572 (23) (29) [6) = (57)
76,550 1,018 33 - 77,601 @) Q) @) - (10)
14,772 1,019 78 = 15,869 = [) “) = )
IFRS
( ( ( (¢
)Y/ ECL ) ECL ) ECL ) ECL
% % % %
116,011 0.1 71,762 0.1 14,057 0.1 20,857 -
48,699 - 9,890 - 38,582 -
LTV
- 50% 2,184 0.1 1,236 0.1 868 0.1 - -
- 51%  75% 38,068 - 2,066 - 36,001 - - -
- 76%  90% 1,013 0.1 387 - 626 - - -
- 91%  100% 7,434 = 6,201 = 1,087 0.1 - -
[O) 1,834 0.1 625 - 1,161 0.1 - -
- A 343 295 33 -
166,544 0.1 82,277 0.1 53,800 - 20,857 -
9,327 1.4 5,852 1.7 1,184 0.3 1,261 0.2
2,429 0.9 1,280 0.9 1,082 0.6 - -
LTV
- 50% 204 0.7 240 = 39 2.6 = -
- 51%  75% 1,378 0.9 426 2.8 948 0.2 S -
- 76%  90% 19 - 14 - 5 - - =
- 91%  100% 738 0.7 600 = 90 2.2 = =
(B) 163 0.6 8 - 148 0.7 - -
- B 1 1 7 =
11,919 1.3 7,140 1.5 2,414 0.5 1,261 0.2
1,450 44.3 664 48.6 286 66.4 252 11.5
226 21.2 124 6.5 67 44.8 - -
LTV
- 50% 54 42.6 15 20.0 10 100.0 = =
- 51%  75% 75 12.0 25 - 51 29.4 = =
- 76%  90% 37 16.2 34 8.8 3 100.0 = =
- 91%  100% 60 16.7 50 6.0 3 100.0 - -
©) 83 42.2 33 6.1 33 72.7 = =
-C 26 21 1 =
1,759 41.3 821 40.6 386 63.2 252 11.5 |
POCI
102 72.5 - - - - - -
13 23.1 = = 9 33.3 = =
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LTV
- 50% = - = = - = - -
- 51% 754 13 - - - 9 33.3 = =
- 76% 90% = - = - - = - -
- 91% 100% - - - - - - - -

(D): 6 - 6 = = = = =
- D 3 3 - -
POCI 121 63.6 6 = 9 33.3 = =
2018 12 31 180,343 0.6 90,244 0.6 56,608 0.5 22,370 0.1

ABS ABS
CDS
SFT
CVA
1SDA
1SDA CSA
CSA CSA
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HSBC
DAC DAC
CSA
( )
(¢ ) ECL
6,832 349 276 7,457 [O) [©) (81) (93)
- 3,323 244 126 3,693 - @A) 32 35)
- ARM 290 - - 290 - - - -
15,338 857 251 16,446 5) (19) (89) (113)
- 14,888 818 235 15,941 (O (15) (88), (107)
- 334 39 16 389 (&) @) ) ®)
- 116 - - 116 - - - =
2018 12 31 22,170 1,206 527 23,903 [©) (27 (170) (206)
3,133 92 24 3,249 () 3) (O) ®
16,756 984 328 18,068 [©) @n (102) (122)
186 40 - 226 - - - -
2,095 90 175 2,360 5) [©) [D) (76)
2018 12 31 22,170 1,206 527 23,903 [O) [¢2)) (170) (206)
ECL
305 3 - 308 - - = =
1,022 31 3 1,056 - - = =
181 5 - 186 - - = =
539 15 1 555 - = = =
2018 12 31 2,047 54 4 2,105 - - - -
IFRS
1
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ECL ECL ECL
% % %
6,875 0.1 2,473 = 2,278 =
LTV
- 50% 3,029 0.1 1,004 - 884 -
- 51%  60% 963 = 2711 = 452 -
- 61%  70% 896 = 227 = 436 -
- 71%  80% 823 0.1 208 - 317 -
- 81%  90% 422 0.2 92 - 128 -
- 91%  100% 742 = 671 = 61 -
(A) 323 - 179 - 100 -
LTV
- 101% 110% 222 - 176 - 23 -
- 111%  120% 2% _ 1 - 16 -
- 120% 75 = 2 - 61 -
- A 305 177 99
7,198 0.1 2,652 - 2,378 -
297 2.4 38 - 199 0.5
LTV
- 50% 130 1.5 16 = 84 1.2
- 51%  60% 46 2.2 4 - 33 -
- 61%  70% 41 2.4 - - 32 -
- 71%  80% 40 5.0 - - 30 -
- 81%  90% 18 5.6 = - 16 -
- 91%  100% 22 = 18 - 4 -
(B) 52 3.8 34 - 10 -
LTV
- 101%  110% 39 2.6 2 - 2 -
- 111%  120% 4 - - - 2 -
- 120% 9 11.1 = = 6 -
- B 52 34 10
349 - 72 - 209 -
222 22.1 17 11.8 98 16.3
LTV
- 50% 113 11.5 13 7.7 46 15.2
- 51%  60% 27 18.5 = - 15 13.3
- 61%  70% 32 28.1 2 - 13 15.4
- 71%  80% 20 35.0 1 - 8 25.0
- 81%  90% 8 25.0 = - 5 20.0
- 91%  100% 22 59.1 1 100.0 11 18.2
(©) 57 71.9 1 = 20 70.0
LTV
- 101%  110% 1 36.4 1 = 4 25.0
- 111%  120% 12 50.0 = = 4 25.0
- 120% 34 91.2 - - 12 100.0
-C 47 1 20
279 32.3 18 11.1 118 25.4
2018 12 31 7,826 - 2,742 - 2,705 -
IFRS -
(¢ ) ECL
PoCI POCI
( ) 102,129 8,816 2,244 17 113,306 (121) (171) (972) (78)  (1,342)
—~ RBWM 20,331 1,263 532 = 22,126 (20) (18)| @74 = (202)
- CMB 26,307 2,377 867 114 | 29,665 (46) (8D)| (439) (78) (644)
- GB&M 51,279 4,870 785 2| 56,936 (64) (60) (348) - @12
- GPB 3,296 209 48 1 3,554 o (o) ) = (13)
- 916 97 12 - 1,025 - (1D)| - - (11)
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( ) 13,565 66 = - 13.631 &) () - - (©)]
- RBUM 2,418 4 = = 2,422 = = = = =
- CMB 348 3 = = 351 = = = = =
— GBaM 6,100 38 = - 6,138 @ @) = - (©)
) 5 - - - 5 - - - - -
- 4,694 21 = = 4,715 = = = = =
165,496 24 5 - 165,525 [O) - [O) - [©)
- RBUM 681 2 = = 683 = = = = =
- CMB 421 1 1 - 423 - - - - -
- GB&M 116,790 18 4 -| 116,812 - - (€] = (€Y)
- GPB 72 > o o 72 o o - - -
- 47,532 3 = -| 47,53 () o - - o
2018 12 31 (
) 281,190 8,906 2,249 117 292,462 (124) 172) (973) (8)  (1,347)
136,539 4,827 249 5 141,620 @7 (26) (13) = (66)
— RBUM 1,725 50 3 = 1,778 = = = = -
— CMB 18,832 1,584 111 4| 20,531 [0 ®) @an = Q9),
- GBaM 107,965 2,600 135 1| 110,701 (23) (@) ) o 7
- GPB 475 593 = = 1,068 = = = o o
- 7,542 = = = 7,542 = = = = =
5,423 565 64 2 6,054 [O) 9) (4) - an
- RBWM 13 = = = 13 = = = = -
— CvB 1,472 319 17 2 1,810 [0 o) ) = ®)
- GB&M 3,288 245 46 = 3,579 ®) ©) ® = @12
- GPB 43 1 = = 4 = = = = o
- 607 = 1 = 608 = = = = =
2018 12 31
141,962 5,392 313 7 147,674 1) (35) an = (83)
RBUIN 10,005 120 = - 10,125 5) = = = [O)
CMB - - - 1 1 - - - - -
GBa&N 543 = = = 548 = - - - N
GPB = = = = = = = = = =
35,998 491 6 3 36,498 [©) (36) [0) = (40)
2018 12 31 FVOCH 46,551 611 6 4 47172 ® (36) [O) = (45)
4,358 597
ABS ABS
SE
SIC
GB&M
19
ABS
FVOCI SE
1,182 360 14 99 1,655 163
- = 233 = = 233 39
- AItA - 36 - 73 100 33
- 723 8 3 = 734 8
- 459 83 11 26 579 83
162 31 = 16 209 156
28 1,421 = 1 1,450 1,410
596 287 - 5 888 160
2018 12 31 1,968 2,099 14 121 4,202 1,889
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SIC 78
2017 884
2018 12 31 84
2017 182
ABS FVOCI 27
2017 25 37
2017 40
2017
IFRS 9 IFRS 9
2018 2017 2018
88,653 4,171 92,824 31.28
24,773 14 24,787 8.35
- 303 303 0.10
14,648 12,817 27,465 9.25
7,430 12,386 19,816 6.68
7,218 358 7,576 2.55
- 73 73 0.02
2017 12 31 103,301 16,988 120,289 40.53
(108) (86) (194)
(192) (51) (243)
(110) (51) (161)
(82) - (82)
2017 12 31 (300) (137) 437)
2017 2017
96,173 90,421
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LTV
- 50% 52,940 51,015
- 51%  60% 15,989 14,954
- 6% 70% 12,083 10,818
- 7% 80% 9,517 8,585
- 8l%  90% 4,698 4,218
- 9l%  100% 946 831
LTV 100% (A) 228 91
- 101%  110% 92 27
- 111%  120% 34 15
- 120% 102 49
A 190 59
917 725
LTV
- 50% 470 396
- 51%  60% 175 136
- 6% 70% 115 91
- 7% 80K 86 56
- 8l% 90K 40 28
- 9l%  100% 31 18
LTV 100% (B) 64 19
- 101%  110% 28 8
- 111%  120% 10 6
- 120% 26 5
B 49 18
12 31 97,382 91,256
2017
134,513 45.32
21,494 7.24
47,837 16.12
18,849 6.35
5,908 1.99
2,583 0.87
37,842 12.75
41,991 14.15
27,842 9.38
14,149 4.77
12 31 176,504 59.47
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n|n]=[sls]=]=
(1,671)
(226)
497)
(268)
(256)
@
422)
(134)
(134)
12 31 (1,805)
% 41.41%
2017
20,590 ©7) 20,493
22,520 (222) 22,298
143,335 (139,174) 4,161
14,149 (202) 13,947
280,402 (19,074) 261,328
45,808 (2,748) 43,060
728,568 (161,517) 567,051
190,413 - 190,413
- 15,642 - 15,642
- 174,771 - 174,771
12 31 918,981 (161,517) 757,464
17,744 <) 17,647
22,254 22) 22,032
135,236 (121,736) 13,500
15,160 - 15,160
220,450 (19,024) 201,426
36,627 (342) 36,285
588,080 (141,421) 446,659
109,033 - 109,033
- 9,219 - 9,219
- 99,814 - 99,814
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12 31 697,113 (141,421) 555,692
2017 12 31 32.5
2.3
2017
%
120,289 42.56
134,513 47.59
27,842 9.85
12 31 282,644 100.00
97,248 43.80
89,549 40.34
35,214 15.86
12 31 222,011 100.00
2017
97,601 - - - - - 97,601 - 97,601
2,023 - - - - - 2,023 - 2,023
57,965 11,279 12,132 1,218 - - 82,504 - 82,504
775 252 139 782 - - 1,948 -| 1,048
29,038 3,577 4,744 177 - - | 37,53 - | 37,53
12,980 4,207 3,385 18 - - | 20,5% - | 20,590
15,172 3,243 3,864 241 - - | 22,52 - | 22,520
898 118 24 0 - - 1,040 - 1,040
122,547 17,143 3,113 532 - - 143,335 - 143,335
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0Oo0000
157,147 56,744 57,092 4,871 973 5,817 282,644 (2,242) 280,402
109,224 5,687 2,860 453 607 1,458 | 120,289 (437)| 119,852
30,262 | 45,954 | 49,458 | 4,266 355 4,218 | 134,513 (1,671)| 132,842
17,661 5,103 4,774 152 11 141 | 27,842 134)| 27,708
11,509 1,651 982 7 - - 14,149 - 14,149
36,667 4,563 4,274 304 - - 45,808 - 45,808
51,478 3,271 1,132 920 - 537 57,338 - 57,338
2,118 609 1,358 185 4 4 4,278 - 4,218

12 31 539,953 95,378 80,107 8,037 977 6,358 730,810 (2,242) 728,568
73.8% 13.1% 11.0% 1.1% 0.1% 0.9%  100.0%

2017

81,358 - - - - - 81,358 - 81,358
1,407 - - - - - 1,407 - 1,407
43,271 9,643 9,578 1,218 - - 63,710 - 63,710
458 - 139 782 - - 1,379 - 1,379
15,251 | 3,313 | 3,592 177 - -| 22,333 -| 22,333
12,493 | 3,208 | 2,025 18 - - 17,744 - 17,724
15,069 | 3,122 | 3,822 241 - -| 22,254 -| 22,254
116,791 15,017 2,915 513 - - 135,236 - 135,236
133,341 38,408 41,835 3,735 488 4,204 222,011  (1,561) 220,450
91,589 | 2,688 | 1,175 390 451 955 | 97,248 (307)| 96,941
15,126 | 31,551 | 36,528 [ 3,199 37| 3,108 | 89,549 | (1,100)| 88,449
26,626 | 4,169 | 4,132 146 - 141| 35,214 (154)| 35,060
13,273 1,204 682 1 - - 15,160 - 15,160
30,807 2,914 2,605 301 - - 36,627 - 36,627
29,607 1,034 42 291 - 1 30,975 - 30,975
2,146 581 426 4 - - 3,157 - 3,157
12 31 452,001 68,801 58,083 6,063 488 4,205 589,641  (1,561) 588,080

% % % % % % %

76.6 11.7 9.9 1.0 0.1 0.7  100.0

30 59 60 89 90 180
29 179
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726 161 86 - - 973
426 116 65 - - 607
291 43 21 - - 355
9 2 - - - 1
4 - - - - 4
2017 12 31 730 161 86 - - 977
340 93 55 - - 488
312 87 52 - - 451
28 6 3 - - 37
2017 12 31 340 93 55 - - 488
2017
(624)
145
(16)
(495)
2017
5,365 452 5,817
1,061 397 1,458
4,163 55 4,218
141 - 141
12 31 5,365 452 5,817
2017
252 57 1,203 6 1,518
33 6 42 - 81
211 71 2,165 136 2,583
12 31 496 134 3,410 142 4,182
(684)
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2017
120
7
113
454
227
149
78
50
12 31 624
529
919
(366)
(24)
95
327
(232)
12 31 624
2017 1,729 828 2,557
(310) (173)  (483)
14 9% 110
10 31 4
(53) (236)  (289)
2017 30 1,390 546 1,936
0.50% 0.20%  0.65%
2017 1,390 546 1,936
(243) (185)  (428)
10 136 146
519 64 583
1 4 5
2017 12 31 1,677 565 2,242
0.59% 0.20%  0.76%
2017
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- 1,074 475 1,549
- (345) (308) (653)
- 20 201 221
_ 347 84 431
- 1 12 13
2017 12 31 - 1,097 464 1,561
- 0.49% 0.21%  0.66%
ABS
SE
1
- 4 679 24 707 358
- AItA - 778 - 778 71
- 603 134 816 1,553 56
- 444 198 41 683 167
38 276 - 314 209
29 1,627 - 1,656 1,597
573 455 1 1,029 317
2017 12 31 1,691 4,147 882 6,720 3,475
USD 2017 12 31 =1.351
GBP
2018
LCR 30
HQLA
HQLA
2018 12 31
LFRF LCR
EC LCR
2018 12 31 2017 12 31
% %
1,2 147 139
HSBC 128 149
HSBC 111 114
2017
HSBC « ) « )
HSBC
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0oooood
2018 LCR EU 2017
NSFR
NSFR LCR
2018 12 31
LFRF NSFR
BCBS 295
2018 12 31 2017 12 31
% %
1 113 108
HSBC 113 116
HSBC 116 117
NSFR  BCBS 295 HSBC NSFR  HSBC
RSF
RSF
LCR NSFR
LCR
2018 12 31 2017 12 31
84,185 119,198
4,243 2,157
7,764 13,899
HSBC
15,545 16,441
435 741
b 24 2
HSBC
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5,605 6,237
60 50
520 590
LFRF
2018
LFRF
2018 2017 2018 2017
180,836 381,546 111,964 280,402
24,532 29,349 13,628 14,149
46,583 37,775 80,102 45,808
22,721 13,286 28,870 N/A
35,561 N/A 37 461
- 454 95,420 145,725
13,770 16,494 6,141 5,987
6,498 5,189
36,922 18,249 N/A 4,947
20,657 21,033 82,781 129,602
49,514 106,496 47,272 58,000
1,027 1,182
9,161| 21,156 52,013 97,601
N/A 2,959
39,326| 81,199
27,409 44,049 29,199 26,585
12 31 458,505 668,731 12 31 458,505 668,731
LCR NSFR
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12 31
2018 2017
5.6 6.8
0.3 0.6
3.4 3.4
3.0 2.5
9.1 19.0
2018 2017
12 31 604,958 818,868
(237,020) (200, 319)
(56,982) (79,306)
12 31 310,956 539,243
250,277 173,386
561,233 712,629
(89,123) (88,768)
(202,782) (130, 430)
12 31 269,328 493,431
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0000000
2018
2018
BSM
HTCS
VaR 2017 12 31 36.3
2018 12 31 39.5 VaR 2018
HBFR
2018 VaR VaR 2018
2018 12 VaR 17
22 VaR VaR
ALCO VaR
HBFR
2018 11 VaR 1 VaR
VaR 99
B
an , 1
Ja e
v ot R S\
]
0 = = - RS K
L e o AR
a0
30
MOITELI2 MR DRI DIRE] AREARA T DORESES N POIREPEAE] BOLNET I AimiFEI) 2oaeipar] sopsiEial) Deomipdpf 2onsdpizn
VaR
99
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(@)
(D) ED (s)
2018 12 31 7.9 21.7 15.4 16.6 (22.0) 39.6
5.2 18.4 14.1 13.9 (19.0) 32.6
11.7 25.1 22.1 24.3 44.0
2.1 14.5 9.6 8.1 24.1
2017 12 31 2.1 17.1 21.4 16.2 (20.5) 36.3
5.2 25.3 12.0 9.2 (19.1) 32.6
15.3 52.3 21.4 17.4 53.4
0.9 17.1 7.5 3.4 26.2
Var
VaR
VaR VaR RNIV
2018
BSM VaR 19
50
CFH
(LAB)
HQLA ALCM
ALCO VaR
TLAC
VaR

VaR
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VaR 99
o
&L
20
] .
20
50
izl zoamdf B omesip R Pafl s i (A M zoasd 1 u ] oo i 11 |
VaR
99
(IR) (Cs)
2018 12 31 19.4 5.7 (4.6) 20.5
32.8 16.4 (3.7 35.5
59.3 41.3 64.6
17.4 4.9 17.7
2017 12 31 45.8 22.1 (17.8) 50.1
64.1 29.3 (23.6) 69.8
92.0 53.4 91.2
44.8 9.3 a7.7
2018 2017
12,866 11,896
805 648
357 349
197 225
150 433 404
12 31 14,658 13,522
1 2017 12 31 764 133
25 23
946
Tierl
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2018

HSBC

2018

2018 2017

32

2018
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HSBC
RBWM GPB
CMB
1/200
140 110
DPF

18,619 1,602 253 1,872 22,346

7,850 1,548 87 809 10,294

- 92 = = 3 95
- 182 = = 6 188
- 8,698 = 108 947 9,753
- 1,797 54 58 107 2,016
= 50 145 = 195

PVIF = = = 652 652
774 1 = 48 823

2018 12 31 19,393 1,653 398 2,572 24,016
= 611 = = 611

19,262 1,041 354 = 20,657

= 1 = 162 163

N Z N 1,294 1,294

2018 12 31 19,262 1,653 354 1,456 22,725
2018 12 31 = = = 1,201 1,201
2018 12 31 19,262 1,653 354 2,747 24,016
18,749 1,530 190 1,906 22,375

- 7,020 1,466 85 630 9,201
N 95 - - 30 125
- ~ HTM - - - - -
N T AFS 9,918 - 104 1,188 11,210
_ 1,716 64 1 58 1,839
_ 188 159 N 347

PVIF - - - 572 572
784 1 1 449 1,235

2017 12 31 19,533 1,719 350 2,927 24,529
N 543 N N 548

19,533 1,166 334 - 21,033

N 5 - 156 161

- - - 1,561 1,561
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2017 12 31 19,533 1,719 334 1,717 23,303
2017 12 31 - - - 1,226 1,226
2017 12 31 19,533 1,719 334 2,943 24,529
PVIF
PVIF
DPF
DPF
PVIF
2018 2017
% % % %
- 1.5 -2.7 73 0.0 3.2 67
1 2.6 2.7 73 2.6 3.2 80
4.5 2.7 45 4.5 3.2 44
12 31 191 191
1.25 -3.72

2.6 2017 2.6
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PVIF
2017
2018 2017
100
32 18 24 9
100
(35) (19) (44) (28)
10% 23 23 20 20
10% @D @D 19) (19)

100
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2018 12 31
2018 12 31 2017
27
( )

15 15
177 362 472 433 1,444
DPF 1,445 6,735 6,606 4,787 19,573
2018 12 31 1,622 7,097 7,078 5,220 21,017
289 323 436 440 1,488
DPF 1,460 6,665 6,625 5,212 19,962
2017 12 31 1,749 6,988 7,061 5,652 21,450

2017 12 31
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2018 2017
12 31
10% 19) (18)
10% 19 18
10% (¢2)) (22)
10% 30 25
10% (33) (31)
10% 34 31

107/420



EDINETOOOO
OO000DO00oDOo00DOo0ooOodn(E22630)

OoOoOoOoOodno
KPI
KPI KP1 HSBC
KPI
2018 2017
)( 1,974 2,370
)( ) 2,100 3,832
( )I@D) 9.1) (5.8)
( Y ) 77.6 78.2
( Y ) 76.1 67.5
() 1.1 1.0
() 1.1 1.6
Tier () 13.8 11.8
IFRS
2017
GB&M ECL
LICs
2018
GB&M
GB&M ECL LICs
2018 29 19.9
9.1
2018
2017 HSBC
GB&M
2018 27 28

0.6
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2018 7 1
GB&M 7.1
2017 8.7
0.1 0.3
GB&M
0.5 0.2
GB&M
Tier CET Tier
CET
CET HSBC
KPI
KP1
KP1
RBWM
RBWM
CRI

2018 CRI 2017

HSBS

2017 HSBC

HSBC 2017

CMB

CMB
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GB&M

2018
86

2018

Europe 2018

2018
GDP

11
11
CPI

0.50 0.75

HSBC
2020 2018

2019
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2018

Best in service for Trade Finance in Western Europe

2018
64

2019

oOoOooodn

GB&M
100
HSBC
HSBC 85
2018 HSBC
Most Innovative Bank for Western
GDP 0.2 0.6
1.3 2012
11 4.0 1975 16
75.8 2018
3.4 10
2016
2017 3.0 1.8
EU
GDP
1.4 1.6
CPI
1.5 EU
2019 2020
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2018 GDP 2018 0.2
1.6 1.2 2013
0.2
-0.1 -0.2
0.3 0.7
2017 2018
11 7.9 10
2018 10 2.5
HICP
1.4
2018 GDP 1.8 HSBC GDP 2019 1.4
2020 1.3
HICP 2019
2020 1.6
ECB
2018 2017
3,660 6,181
2,044 2,989
2,645 3,505
12 262
2,005 1,809
580 796
10,946 15,542
- 3,132 5,997
(1,478) (2,490)
9,468 13,052
(159) N/A
N/A (495)
9,309 12,557
- 3,037 5,767
(7,351) (10,208)
- (1,894) (4,635)
1,958 2,349
/C ) 16 21
1,974 2,370
- 1,143 1,132
(442) (528)
/C ) 1,532 1,842
/C_ ) 1,506 1,809
26 33
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2018
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IFRS
RBUM
GPB
GBEM
2017 12 31 17,958
2017
335
96
2017 239
IFRS
GAAP
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2018
2017
2018 IFRS 2018 IFRS
532
764
58
174
2017 12 31
17,958
2018
2017
2017 335
96
2017 239
2017 12 31
26,447 573
394 IFRS 2018
2017 12 31
30,755
570 548
2018
2018 IFRS

1AS
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NI
HSBC
945
GB&M
GB&M
196

250

1,974

32

11

2,521

BSM

RBWM

RBWM

95
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2018

2017

2017 396

41
NI 2017

GB&M
NI
2017
HSBC

798

2017

25
RBWM

40

41

2017

oOoOooodn

402

HSBC
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214 27 133
2018 (
) HSBC
2017
2018 PVIF RBWM
HSBC GB&M
CMB
2018 ECL 159
94
GB&M
ECL
2017 LICs 495
229
GB&M
2,857 28 2,742
2017
551
19 2018
2017 540 70
141
GB&M
2018
2017
HSBC
GB&M
2017 528 2018 442 2018
22.4
RBWM CMB GB&M GPB
2018 12 31
2,580 2,479 4,249 249 (89) 9,468
- (B4) 42) - 2 74)
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- - (34 - - - (34)
- - - “2) - - “2)
- - - - - 2 2
( ) 2,580 2,445 4,207 249 ) 9,394
2017 12 31
4,097 3,490 4,436 321 708 13,052
2 77 166 - (65) 180
- - 73 2 - - 75
- - - 164 - - 164
- - - - - o @
i 2 4 - - - 6
- HSBC
- - - - (61) (61)
( ) 4,099 3,567 4,602 321 643 13,232
RBWM CMB GBEM GPB
2018 12 31
(2,102) (1,143) (3.335) (188) (583) (7.351)
68 9 (56) - 179 200
_ - 4 26 - 154 184
- 68 5 an - - 56
- - - - - 30 30
- - - (65) - () (70)
( ) (2,034) (1,134) (3,391) (188) (40%) (7,151)
2017 12 31
(3.641) (1,571) (2,885) (251) (1,860) (10,208)
569 20 (396) @ 1,090 1,282
- 69 6 147 @ 817 1,038
R 5 1 - - 251 257
N 495 12 2 - - 509
- - - (551) - 11 (540)
R - 1 6 - 11 18
( ) (3,072) (1,551) (3.281) (252) (770) (8,926)
EU 97
87
RBWM CcMB GBEM GPB
2018 12 31
« ) 375 1,310 804 62 G 1,974
68 (25) (98) - 181 126
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- - (34) 42) - 2 4
N 68 9 (56) - 179 200
) 443 1,285 706 62 (396) 2,100
2017 12 31
) 329 1,779 1,193 60 (991) 2,370
571 97 (230) @ 1,025 1,462
- 2 77 166 - (65) 180
N 569 20 (396) @ 1,090 1,282
) ( 900 1,876 963 59 34 3,832
2018
RBWM CMB GB&M GPB
2,580 2,445 4,207 249 @n 9,394
- 2,530 2,252 4,554 248 (190) 9,394
- 50 193 (347) 1 103 -
(103) (26) (110) 1 79 (159)
2,477 2,419 4,097 250 ®) 9,235
(2,034) (1,134) (3,391) (188) (404) (7,151)
443 1,285 706 62 “12) 2,084
- - - - 16 16
443 1,285 706 62 (396) 2,100
( 78.8 46.4 80.6 75.5 76.1
2017
3,185 2,323 856 175 (283) 6,256
963 1,138 762 117 9 2,989
13 40 2,368 9 113 2,543
(62) 66 616 20 804 1,444
4,099 3,567 4,602 321 643 13,232
- 3,840 3,784 5,142 242 224 13,232
- 259 @17) (540) 79 419 -
Q27) (140) (358) (10) 140 (495)
3,972 3,427 4,244 311 783 12,737
(3,072) (1,551) (3,281) (252) (770) (8,926)
- 973) (507) (1,014) (82) (41) (2,617)
- (2,084) (1,027) (2,262) (168) (212) (5,753)
- ®) aan ©) @ (293) (320)
- 9) - ) 1) (224) (236)
900 1,876 963 59 13 3,811
- - - - 21 21
900 1,876 963 59 34 3,832
% % % % %
( 74.9 43.5 71.3 78.5 67.5
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2018 IFRS
3,838
ECL LICs 336
2018 ECL
GB&M
GB&M
1,775
GBaM
443
454
1,519 37
2017
HSBC
PVIF
ECL LICs 24 19
101

2017 LICs 127
10

EDINETOOOO

OO000DO00oDOo00DOo0ooOodn(E22630)

118/420

oOoOooodn

2017 1,732 45
ECL
2,912
GB&M
HSBC
2018
CMB
68 136
2017 LICs
20 1,629
2018
2017 HSBC
RBWM
2017 457 51
1,506
HSBC
2017 2018
2018 ECL 103
103



2017 LICs 357

1,038 34
2017
HSBC
CmB
1,285
596
1,122 31
ECL LICs 114 81
2017 LICs 140
417 27
706
395
ECL LICs 248 69
110
62
2017
72 22

ECL LICs 11
2018 ECL 2017 LICs
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1,050
HSBC

2017 591 31

1,146

2018 ECL 26

116

426
IT

GBE&M

257 27
LICs ECL

76

2018 ECL109

79

GPB

2017

90

10
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64 25 73
396 2017 430 93
ECL LICs
730 96
HSBC
2018
ECL LICs 2018
61 43
2018 366
47 2017 HSBC
12 31
2018 2017
’ 604,958 818,868
52,013 97,601
95,420 145,725
17,799 N/A
N/A 9,266
144,522 143,335
13,628 14,149
111,964 280,402
( ) 80,102 45,808
47,272 58,000
42,238 24,582
s 577,549 774,819
24,532 29,349
180,836 381,546
( ) 46,583 37,775
, 49,514 106,496
36,922 18,249
139,932 140,070
22,721 13,286
20,657 21,033
55,852 27,015
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, 27,409 44,049
26,878 43,462
531 587
2018 IFRS
2018 HSBC RBIM  CMB GPB
2017 12 31 26,447 573
394 IFRS 2018
2017 12 31 30,755 570
548
2018
2017 12 31 17,958
2018
CMB GB&M GPB
2018 12 31
29,021 56,464 3,541 1,014 111,964
34,716 103,387 6,514 6,258 180,836
2017 12 31
84,947 63,379 7,372 6,771 280,402
100,831 94,069 12,774 21,887 381,546
2018 2017
2017 12 31 73.5 61.9
18
53

38
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IFRS
35 54
71
23 75
RBWM CMB GB&M GPB
2018 12 31
402 1,018 582 44 (535) 1,511
(42) 128 20 12 (75) 43
10 64 74 6 ®) 151
5 100 128 - 36 269
375 1,310 804 62 G0 1,974
2017 12 31
320 1,491 704 50 (950) 1,615
) 158 181 (121) 214
16 48 111 7 30 212
©) 8 19 - 2 20
10 74 178 @ 48 309
329 1,779 1,193 60 (991) 2,370
2018 HSBC RBUWM  CMB GPB
GBEM
2017 29 HSBC HSBC
0.88
2017 48 bps
2018 2017
7,422 9,043
(3,762) (2,862)
3,660 6,181
417,569 453,182
% %
1.58 1.84
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n|n]=[sls]=]=
0.77) (0.53)
0.81 1.31
0.88 1.36
2018 2017
% t
85,186 146 0.17 78,133 53 0.07
188,956 4,865 2.57 266,491 7,136 2.68
64,462 404 0.63 44,739 186 0.42
52,153 902 1.73 63,462 943 1.49
26,812 268 1.00 357 18 5.04
417,569 6,585 1.58 453,182 8,336 1.84
70,958 1,906 2.69 N/A N/A N/A
N/A N/A N/A 82,765 1,685 2.04
(2,051) - - N/A N/A N/A
N/A N/A N/A (2,328) - -
263,691 - - 300,521 - -
750,167 8,491 1.13 834,140 10,021 1.20
2018 2017

% %
21,716 109 0.50 17,293 54 0.31
16,178 187 1.16 17,307 218 1.26
222,970 1,343 0.60 308,944 1,279 0.41
49,523 389 0.79 39,239 152 0.39
34,969 600 1.72 21,846 377 1.73
32,729 297 0.91 1,114 75 6.73
378,085 2,925 0.77 405,743 2,155 0.53
65,768 1,617 2.46 91,830 1,167 1.27
53,741 - - 49,527 - -
252,573 - - 287,040 - -
750,167 4,542 0.61 834,140 3,322 0.40
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2013
25 2019

PRA FCA
HSBC RBWM CMB GPB 14.5

2018

HSBC
GB&M
2000 FSMA

106 RFTS

HSBC
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2018

2018

2018
31

2018

12 31

12 31

2017 12 31

12 31

2,022

5,936
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2,626

1,119 2017 12

21
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)
2018 12 31
) )
796,969,111
0
0
2006 10 542
) )
0.01
0
0.01
0
0.01
35,000,000
2006 10 542
2018 12 31
)
796,969,110
1
«c )
796,969,111
C D
«C ) O
) ( ) 100

) ( )
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(@) WC)H) )
)
35,000,000
0.01 ( )
35,000,000
C D
C D
)
)
) ) ( ) ( )
2013 11 29 796,969,108 402 20,794
2014 10 24 796,969,109 244 21,038
2014 12 19 796,969,110 62 21,100
C ) HSBC
C ) 0.01

0.01 0.01
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)
100
)
2018 12 31
) Q)
E14 5HQ
796,969,111 100.00
2018 12 31 1,506
2018 12 31
583 2018 234
2018 12 31 2018 406
2019 26
2018 12 31 2018 12
31 674 2019 2 26
)
E14 5HQ
HSBC HSBC
) 25
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2018 2018
1961 25
12 27
1SDA
2018
1994 HSBC
HSBC
HSBC
1971
25
HSBC
2018
2000 HSBC
1967

19
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2009
1946
17
2018
PIDG
PIDG
GuarantCo Limited
Wismettac
1955
35
JP
UBS
C00
CEO
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2016 10
HSBC
1964
12 13
261
Mediobanca Banca di Credito
Finanziario SpA
2004 2013
12 HSBC
HSBC
1943
14
SG
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1960

2018
2012

(

(

)

)

2018

132/420



EDINETOOOO
OO000DO00oDOo00DOo0ooOodn(E22630)
oOoOooodn

2018
IBOR 2018 12 31
2018 12 31
ECL IFRS
ECL
ECL
EU
PPI
PPI 2019
2018 12 31
IT

IFRS

VAT
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IFRS 16 2019 1 1 IFRS 16

RFB
RFB

GB&M

2018 7

2018
IT

HSBC
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HSBC
2018
HSBC
HSBC
HSBC GSM GSM HSBC
GSM HSBC GSM
HSBC
GSM 2019 GSM

HSBC
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(

ELC
ELC
ELC
ORMF
2018
HSBC
2018
HSBC
)
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PwC
PwC PwC
PwC
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(IFRS)
1ASB

IFRS

59 ) 131

103 )

193

(&

2006

(EU

2019

144.54

(1ASB)
2018 12 31

408 (3)

IFRS)
IFRS)

19

2019
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(
2018 12 31
«c )
(EV)
EU IFRS
( 38

( ( 23

)
UFJ
(EV IFRS)
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12 31
2018 2017
3,660 529,016 6,181 893,402
7,422 1,072,776 9,043 1,307,075
(3,762) (543,759) (2,862) (413,673)
2 2,044 295,440 2,989 432,030
3,402 491,725 4,345 628,026
(1,358) (196,285) (1,356) (195,996)
3 2,733 395,028 2,790 403,267
3,4
3 (604) (87,302) 602 87,013
3
s 3 5 723 113 16,333
. 3 511 73,860 N/A N/A
12 1,734 262 37,869
4 2,005 289,803 1,809 261,473
580 83,833 796 115,054
10,946 1,582,135 15,542 2,246,441
4 (1,478) (213,630) (2,490) (359,905)
5 9,468 1,368,505 13,052 1,886,536
5 (159) (22,982) N/A N/A
5 N/A N/A (495) (71,547)
9,309 1,345,523 12,557 1,814,989
(7,351) (1,062,514) (10,208) (1,475,464)
6 (2,529) (365,542) (3,129) (452,266)
(4,501) (650,575) (6,523) (942,834)
(150) (21,681) (320) (46,253)
20 Q7 (24,716) (236) (34,111)
5 1,958 283,009 2,349 339,524
17 16 2,313 21 3,035
2 1,974 285,322 2,370 342,560
4 8 (442) (63,887) (528) (76,317)
4

1,532 221,435 1,842 266,243

139/420



GPB HSBC
2018
2018
402
2018
2017
239

2018

IFRS
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1,506 217,677 1,809 261,473
26 3,758 33 4,770
35 820 118,523 802 115,921

HSBC RBWM  CMB

IFRS

2017

2017 12 31 17,958

335
96
2017
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12 31
2018 2017
1,532 221,435 1,842 266,243
N/A N/A 84 12,141
N/A N/A 414 59,840
N/A N/A (354) (51,167)
N/A N/A 26 3,758
N/A N/A 0 (289)
83 11,997 N/A N/A
178 25,728 N/A N/A
) (289) N/A N/A
(73) (10,551) N/A N/A
(20) (2,891) N/A N/A
(16) (2.313) (125) (18,068)
(159) (22,982) (133) (19,224)
157 22,693 (26) (3.758)
(19) (2,024) 34 4,914
100 14,454 380 54,925
171 24,716 1,797 259,738
255 36,858 2,393 345,884
(84) (12,141) (596) (86,146)
36 5,203 N/A N/A
1 145 N/A N/A
35 5,059 N/A N/A
504 72,848 (164) (23,705)
707 102,190 (185) (26,740)
(203) (29,342) 21 3,035
878 126,906 1,972 285,033
2,410 348,341 3,814 551,276
2,387 345,017 3,772 545,205
23 3,324 42 6,071
2,410 348,341 3,814 551,276
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2018 IFRS

2017 12 31 17,958
2018
2017 335
96
2017
239 34
« ) 247
0.2 0.1 1,073
826

2017 12 31 150
2018 12 31
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12 31
2018 2017

52,013 7,517,959 97,601 14,107,249
839 121,269 2,023 292,404
10 95,420 13,792,007 145,725 21,063,092
13 17,799 2,572,667 N/A N/A
13 N/A N/A 9,266 1,339,308
14 144,522 20,889,210 143,335 20,717,641
13,628 1,969,791 14,149 2,045,096
111,964 16,183,277 280,402 40,529,305
80,102 11,577,943 45,808 6,621,088
15 47,272 6,832,695 58,000 8,383,320
21 37,497 5,419,816 16,026 2,316,398
337 48,710 140 20,236
17 399 57,671 327 47,265
20 2,626 379,562 5,936 857,989
8 540 78,052 130 18,790
604,958 87,440,629 818,868 118,359,181
24,532 3,545,855 29,349 4,242,104
180,836 26,138,035 381,546 55,148,659
46,583 6,733,107 37,775 5,459,999
351 50,734 1,089 157,404
22 49,514 7,156,754 106,496 15,392,932
23 36,922 5,336,706 18,249 2,637,710
14 139,932 20,225,771 140,070 20,245,718
22,721 3,284,093 13,286 1,920,358
24 41,036 5,931,343 6,615 956,132
128 18,501 88 12,720
4 20,657 2,985,763 21,033 3,040,110
25 538 77,763 1,796 259,594
8 29 4,192 933 134,856
26 13,770 1,990,316 16,494 2,384,043
577,549 83,478,932 774,819 111,992,338
26,878 3,884,946 43,462 6,281,997

29 797 | | 115,198 | | 797 | | 115,198 V
29 2,403 ‘ 347,330 ‘ ‘ 3,781 ‘ ‘ 546,506
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20

87

97

77

96

165

2018
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(4,971) (718,508) 2,744 396,618
28,649 4,140,926 36,140 5,223,676
531 76,751 587 84,845
27,409 3,961,697 44,049 6,366,842
604,958 87,440,629 818,868 118,359,181
IFRS
34 IFRS
10 15
2019 19
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12 31
2018 2017

1,974 285,322 2,370 342,560
321 46,397 556 80,364
(14) (2,024) (314) (45, 386)
(16) (2,313) 1) (3,035)
(61) (8,817)
220 31,799 N/A N/A
N/A N/A 877 126,762
1) (5.926) 170 24,572
99 14,309 114 16,478
40 5,782 (130) (18,790)
(2.074) (299,776) 67 9,684
(670) (96,842) 11,458 1,656,139
7,837 1,132,760 (1,828) (264,219)
(6.,377) (921,732) (5,605) (810,147)
(22,893) (3,308,954) (9,792) (1,415,336)
(2,246) (324,637) (921) (133,121)
(1,769) (255,691) (415) (59,984)
(347) (50, 155) 15,381 2,223,170
8,807 1,272,964 18,065 2,611,115
9,435 1,363,735 (2,854) (412,517)
1,982 286,478 (400) (57,816)
5,394 779,649 968 139,915
(20) (2,891) (233) (33,678)
473) (68,367) (908) (131,242)
(161) (23,271) 15,086 2,180,530
(29,235) (4,225,627) (16,573) (2,395,461)
26,888 3,886,392 39,990 5,780,155
(111) (16,044) (304) (43,940)
(433) (62,586) (357) (51,601)
@27 (32,811) (43) (6,215)
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2017

12 31

12 31

2017 10,092

(463)

32018 12 31

2,650

1,410

8,034
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(29,371) (4,245,284) (19) (2,746)
(32,489) (4,695,960) 22,694 3,280,191
818 118,234
12,274 1,774,084 10,092 1,458,698
(12,765) (1,845,053) (1,251) (180,820)
(13,044) (1,885,380) (873) (126,183)
3,512 507,624 1,081 156,248
(28) (4,047) 22) (3,180)
(9,233) (1,334,538) 9,027 1,304,763
(41,883) (6,053,769) 46,807 6,765,484
129,737 18,752,186 82,037 11,857,628
1,148 165,932 893 129,074
89,002 12,864,349 129,737 18,752,186
52,013 7,517,959 97,601 14,107,249
839 121,269 2,023 292,404
6,333 915,372 5,381 777,770
22,928 3,314,013 11,528 1,666,257
7,240 1,046,470 14,293 2,065,910
(351) (50,734) (1,089) (157,404)
89,002 12,864,349 129,737 18,752,186
12,274
(12, 765) (1,251)
112
(132) 2017 94
2017 4,159
2017 1,585
29,410
10,172 3,177 2017
2017 1,332



2017 12 31
IFRS

2018

GRR °

2018 12 31
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Ogoooood
12 31
Fvocl
GRR
797 38,781 36,140 1,099 (38) 1,683 43,462 587 44,049
(283) (249) (5632) (5632)
797 3,781 35,857 850 (33 1,683 42,930 587 43,517
1,506 1,506 26 1,532
677 126 (6) 94 881 (©)) 878
90 90 (@) 83
36 36 36
(16)| (16)| (16)|
504 504 504
173 173 @ 171
94 94 6 100
2,183 126 (16) 94 2,387 23 2,410
818 818 818
(13,044) (13,044) (28) (13,072)
(2,196) (2,196) (2,196)
17 17 17
3,377 3,377 3,377
218 (©)) 215 (61 164
41 41 41
()] 29 (7,692) (7,667) (7,667)
797 2,403 28,649 969 (25) 1,777 (7,692) 26,878 531 27,409
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2017 12 31
IFRS

2018

6RR °

2018 12 31
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12 31
FVOCI
GRR
115,198 546,506 5,223,676 158,849 (5.493) 243,261 6,281,997 84,845 6,366,842
(40,905) (35,990) (76.895) (76,895)
115,198 546,506 5,182,771 122,859 (5,493) 243,261 6,205,102 84,845 6,289,947
217,677 217,677 3,758 221,435
97,854 18,212 @.,313) 13,587 127,340 (434) 126,906
13,009 13,009 (1,012) 11,997
5,203 5,203 5,203
(2.313), (2,313) (2.313),
72,848 72,848 72,848
25,005 25,005 (289)) 24,716
13,587 13,587 867 14,454
315,531 18,212 (2.313) 13,587 345,017 3,324 348,341
118,234 118,234 118,234
(1,885,380) (1,885,380)  (4,047) (1,889,427)
(317,410) (317,410) (317,410)
2,457 2,457 2,457
488,112 488,112 488,112
31,510 34) 31,076 @7.372) 23,705
5,926 5,926 5,926
(578) 4,192 (1,111,802)  (1,108,188) (1,108,188)
115,198 347,330 4,140,926 140,059 (3.614) 256,848  (1,111,802) 3,884,946 76,751 3,961,697

148/420



EDINETOOOO
OO000DO00oDOo00DOo0ooOodn(E22630)

oooooog
12 31
2017 797 20,733 3,781 12,737 1,007 89 786 39,930 695 40,625
1,809 1,809 33 1,842
1,632 92 (125) 364 1,963 9 1,972
92 92 ®) 84
(125) (125) (125)
1,796 1,796 1 1,797
(164) (164) (164)
364 364 16 380
3,441 92 (125) 364 3,772 42 3,814
(872) (872) (22) (894)
(1,174) (@) 533 (643) (643)
10
(21) 1) (21)
11 (20,733) 20,733
1,241 1,241 (128) 1,113
55 55 55
2017 12 31 797 3,781 36,140 1,099 (38) 1,683 43,462 587 44,049
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2017
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115,198 2,996,748 546,506 1,841,006 145,552 12,864 113,608 5,771,482 100,455 5,871,938
261,473 261,473 4,770 266,243
235,889 13,298 (18,068) 52,613 283,732 1,301 285,033
13,298 13,298 (1,156), 12,141
(18,068)| (18,068)| (18,068)
259,594 259,594 145 259,738
(23,705), (23,705), (23,705)
52,613 52,613 2,313 54,925
497,362 13,298 (18,068) 52,613 545,205 6,071 551,276
(126,039) (126,039)  (3,180)  (129,219)
(169,690) (289) 77,040 (92,939) (92,939)
(3,035) (3,035) (3,035)
(2,996,748) 2,996,748
179,374 179,374 (18,501) 160,873
7,950 7,950 7,950
115,198 546,506 5,223,676 158,849 (5,493) 243,261 6,281,997 84,845 6,366,842
97 2017 12
312
« )
2018 Tier 818
29
12,000 2018
1,044
2018 2,196 Tier
2018 1,900
1,477 CET
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2018 2017
40,657 5,876,563 81,358 11,759,485
442 63,887 1,407 203,368
10 77,765 11,240,153 124,094 17,936,547
5,745 830,382 N/A N/A
14 139,229 20,124,160 135,236 19,547,011
12,686 1,833,634 15,160 2,191,226
58,783 8,496,495 220,450 31,863,843
56,495 8,165,787 36,627 5,294,067
15 26,699 3,859,073 31,382 4,535,954
21 30,488 4,406,736 12,858 1,858,495
278 40,182 195 28,185
17 5 723
18 7,215 1,042,856 8,476 1,225,121
20 500 72,270 1,048 151,478
8 447 64,609 5 723
457,429 66,116,788 668,301 96,596,227
18,148 2,623,112 24,626 3,559,442
125,871 18,193,394 320,026 46,256,558
35,693 5,159,066 35,220 5,090,699
83 11,997 600 86,724
22 27,301 3,946,087 77,303 11,173,376
23 22,931 3,314,447 11,006 1,590,807
14 135,307 19,557,274 133,035 19,228,879
19,085 2,758,546 6,108 882,850
24 35,150 5,080,581 3,367 486,666
40 5,782 54 7,805
25 400 57,816 1,394 201,489
8 2 289 932 134,711
26 13,323 1,925,706 15,930 2,302,522
433,334 62,634,096 629,601 91,002,529
29 797 115,198 797 115,198
29 2,403 347,330 3,781 546,506
(5,138) (742,647) 277 40,038
26,033 3,762,810 33,845 4,891,956
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34 IFRS
2017 2,565
20 77
2019 19
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2018 2017
1,699 245,573 2,898 418,877
238 34,401 460 66,488
@) (3.469) (208) (30,064)
(61) (8,817)
294 42,495 N/A N/A
N/A N/A 548 79,208
(113) (16,333) 37 5,348
74 10,696 85 12,286
25 3,614 17 2,457
(1,578) (228,084) 826 119,390
(2.055) (297,030) 5,619 812,170
7,860 1,136,084 (12,326) (1,781,600)
(4,001) (578,305) (3,695) (534,075)
(18,033) (2.606,490) (10,416) (1,505,529)
(2,032) (293,705)

(2,566) (370,890) 80 11,563
(220) (31,799) 14,773 2,135,289
472 68,223 19,801 2,862,037
12,977 1,875,696 (758) (109,561)
(2.,183) (315,531) 692 100,022
6,063 876,346 (1,685) (243,550)
(20) (2.891) (233) (33,678)
@72) (53,769) (614) (88,748)
(1,440) (208,138) 10,221 1,477,343
(23,545) (3,403,194) (12,624) (1,824,673)
17,303 2,500,976 28,834 4,167,666
(75) (10,841) (168) (24,283)
(295) (42,639) (276) (39,893)
@ (145)
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(29, 246) (4,227,217) 599 86,579
(35.858) (5.182,915) 16,364 2,365,253
818 118,234
12,274 1,774,084 10,067 1,455,084
(12,726) (1,839,416) (1,085) (156,826)
3,512 507,624 1,081 156,248
(13,044) (1,885,380) (1,368) (197,731)
(9,166) (1,324,854) 8,695 1,256,775
(46,464) (6.715,907) 35,280 5,099,371
106,067 15,330,924 70,344 10,167,522
817 118,089 443 64,031
60,420 8,733,107 106,067 15,330,924
40,657 5,876,563 81,358 11,759,485
442 63,887 1,407 203,368
3,764 544,049 4,264 616,319
8,829 1,276,144 6,995 1,011,057
6,811 984,462 12,643 1,827,419
(83) (11,997) (600) (86,724)
60,420 8,733,107 106,067 15,330,924
12,274
(12,726) 2017 (1,085)
108
(150) 2017 94
2017 7,498 2,304 2017
905 2017 1,294
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12 31
Fvocl
GRR
797 3,781 33,845 190 @18) 105 38,700
27) (163) (390)
797 3,781 33,618 27 18 105 38,310
1,411 1,411
543 33 (8) (25) 493
(©) (©)
36 36
(58), (58),
364 364
179 179
(25), (25),
1,954 33 (58) (25) 1,904
818 818
(18,044) (13,044)
(2.196) (2,196)
12 12
3,377 3,377
75 21 96
41 41
@ 29 (5,248) (5.223)
797 2,403 26,033 77 “7) 80 (5.,248) 24,095
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Fvocl
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2017 12 31 115,198 546,506 4,891,956 27,463 (2,602) 15,177 5,593,698
IFRS (32,811) (23,560) (56,371)
2018 1 115,198 546,506 4,859,146 3,908 (2.602) 15,177 5,537,327
203,946 203,946
78,485 4,770 (8,383) (3,614) 71,258
(434) (434)
5,203 5,203
(8,383) (8,383)
52,613 52,613
2
3 25,873 25,873
(3.614) (3.614)
282,431 4,770 (8,383) (3,614) 275,204
4 118,234 118,234
5 (1,885,380) (1,885,380)
6 (317,410) (317,410)
1,734 1,734
7 488,112 488,112
10,841 3,035 13,876
5,926 5,926
oRR @ (578) 4,192 (758,546) (754,932)
2018 12 31 115,198 347,330 3,762,810 11,130 (6,793) 11,563 (758,546) 3,482,691
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12 31
797 20,733 3,781 9,007 218 137 73 34,746
2,565 2,565
1,641 (28) (155) 32 1,490
(28) (28)
(155) (155)
1,790 1,790
(149) (149)
32 32
4,206 (28) (155) 32 4,055
(872) (872)
(496) (496)
(20) (20)
(20,733) 20,733
1,232 1,232
55 55
797 3,781 33,845 190 (18) 38,700
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12 31

115,198 2,996,748 546,506 1,301,872 31,510 19,802 10,551 5,022,187
370,745 370,745
237,190 (4,047)  (22,404) 4,625 215,365
(4,047) (4,047),
(22,404) (22,404)
258,727 258,727
(21,536) (21,536)
4,625 4,625
607,935 (4,047)  (22,404) 4,625 586,110
(126,039) (126,039)
(71,692) (71,692)
(2,891) (2,891)

10 (2,996,748) 2,996,748
178,073 178,073
7,950 7,950
115,198 546,506 4,891,956 27,463 (2,602) 15,177 5,593,698
97 2017 12

204
« )
2018 Tier 818
29
12,000 2018
1,044
2018 2,196 Tier
2018 1,900
1,477 CET
GRR 5,248 223

GRR

35
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2019
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IFRS 17
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2017 12
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0.1
1.1 4.2
4.3 5.1
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203 214 179 13 609 902
28 26 150 a7 451 508
105 39 6 150 354
1 157 229 6 393 494
16 23 215 28 282 310
9 2 1 15
44 36 80 122
13 23 50 2 88 177
3 238 3 244 276
6 8 106 9 129 122
40 2 9 51 98
316 230 894 30 (556) 914 967
937 769 2,103 149 (556) 3,402 4,345
(339) (56) (1,464) (“40) 541 (1,358) (1,356)
598 713 639 109 @5) 2,044 2,989
1,875 2,780
365 2017 471 613
2017 677
2017

185/420



12 31

1 2018

402
10

EDINETOOOO

OO000DO00oDOo00DOo0ooOodn(E22630)

OoOoOoOoOodno
2018
391 2,803
(18) 3
®) ®)
(12) 11
(13) (16)
2,373 N/A
2,733 2,790
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22 (€D)
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(157 (176)
162 289
1 5 113
511 N/A
2,645 3,505
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©9 €)) "N

2018 12 31 108 163 1,734 2,005

219 106 1,575 1,900

(88) (€)] (1)

2017 12 31 131 103 1,575 1,809
1

167 (40) 1,284 1,411

169 90 1,407 1,666

() (130) (123) (255)

(69) 136 67

(64) @ (66)

®) 138 133

2018 12 31 98 96 1,284 1,478

132 217 2,257 2,606

145 90 1,556 1,791

(13) 127 701 815
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12 | | (64) | | (52) |
83 150 2,257 2,490
617 1,166 19,250 21,033
(169) (90) (1,407) (1,666)
167 (40) 1,284 1,411

2 5 (128) (121)
617 1,041 18,999 20,657
(129) (50) (179)
488 991 18,999 20,478
616 1,030 18,078 19,724
(145) (90) (1,556) (1,791)
132 217 2,257 2,606
14 9 471 494
617 1,166 19,250 21,033
(148) (188) (336)
469 978 19,250 20,697
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54 39
6,178 N/A
902 N/A
(3,070 (2,216)
(76) 174)
(76) 171)
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6 65
(159) N/A
(196) N/A
42) N/A
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N/A (495)
N/A (624)
N/A 145
N/A (16)
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2018 2017
2,035 2,550
434 475
60 104
12 31 2,529 3,129
2018 1+ 2017 2
14,609 24,793
4,943 6,659
4,659 5,295
541 677
5,505 7,918
12 31 30,437 45,342
1
35
2 2017 10 21,571
2018
2018 2017
99 104
4 10
12 31 103 114
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2013 25
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25,368 30,513
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(668) (574)
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6.35 5.00
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2014 500
20 2017 20
HSBC 2005
10
HSBC
waep 1
2018 32,567 4.51
(25,608) 4.50
2,205 5.19
(3,742) 4.42
(987) 4.99
427 4.54
2018 12 31 4,008 4.88
2.54
2017 34,365 4.32
5,510 5.13
(4,438) 4.61
(2.870) 4.41
2017 12 31 32,567 4.51

2.39
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91 140
58 100
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496 (804) (308)
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24
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( ( (
) ) )
27,940 369 (21,874) (607) 6,066 (238)
(26,948) 20,580 (6.368)
8 (0)) 4
Q) (19) Q) (19)
® (22) ® (22
1 3 1 3
359 3 279) ®) 80 )
(826) (15) 1,073 7 247 ®)
(826) (15) (826) (15)
1,073 7 1,073 7
51 (53) @
20 20
20 20
(444) 444 18 18
(21) 7 @ 19 [€))
80 416 (56) (667) 24 (251)

(56)
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2017 26,891 430 (23,413) (679) 3,478 (249)
(90) (20) (90) (20)
(10 (20) (10) (20)
(80) (80)

665 5 (576) ) 89 0))
1,076 6 1,299 2 2,375 8
1,076 6 1,076 6

1,299 2 1,299 2

(44) 48 4

229 4 229 4

168 4 168 4
61 61

(888) (32) 888 51 19

(33) 18 (15)

2017 12 31 27,940 369 (21,874) (607) 6,066 (238)
(4,052) (422)
(6,468) (42)
(11,354) (143)
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2017 700, 709
2017 253,806
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2018
2017
2017
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410
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10,000
817,163
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33
2017
2017 791,152
687,227 2017 666,214
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2

180,277

2017

2017

700, 709

180,277
404,880
108,586 2017
GPSP
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oOoOooodn
2018 2017
623 1,581
361 810
575 1,396
1,559 3,787
2017 404,880
441,103 178,022
288,351 2017 253,806
2018
33
GPSP
3,778 2017 10,000
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PwC

12 31

5 2017
2017

PwC
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oooooog
2018 2017
11.8 14.1
0.4 0.5
12.2 14.6
2018 2017
6.7 7.7
11.8 13.3
5.1 6.4
2.2 2.5
4.4 4.0
0.1 0.4
18.5 21.0
PwC
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27.00

2017

27.25
2017

19
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2018 2017
490 599
512 642
@2 (43)
(48) ()]
(61) 18)
13 15)
(38)
442 528
119 198
323 330

2018
19
2017 20
2020 17
34 2017 44 2022 26

2018
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OooooOodd
2018 2017

1,974 2,370
19.00 2017  19.25 375 19.00 456 19.25
94 4.8 108 4.6
@ .1 129 5.4
38 1.9 99 4.2
32 1.6 106 4.5
52 2.6 31 1.3
9 0.3
® ©.9 (153) (6.5)
(106) G.4) (129) (5.4)
2) @.1) (81) (3.4)
® ©.9 (25) 1.1)
13 0.7 (15) (0.6)
(16) 0.8) ™ 0.3)
12 31 442 22.4 528 22.3

119 198

323 330

22.4 2017 22.3
2017
EU

HVMRC
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IFRS

2018 12 31

2017

2017 12 31
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ooooooo
Fvocl/
1
34 35 349 185 134 737
(1,455) ) (80) (1,540)
@1,421) 30 349 (80) 185 134 (803)
38 (€)) 153 ()] an 172
1,592 (156) (73) 1 (20) (10) 1,334
8 (13) ®) 10 46 48
@®n 129 147) (135) (240)
92 28 272 (73) 174 18 511
92 32 281 174 26 605
(©) (©) @@3) ® (€D)
75 78 297 156 428 1,034
(840) (11) @) (100) ©) (444) (1,411)
(765) 67 290 (100) 147 (16) 377
(61) 22) 73 ) 36 49 71
(596) 27 67 (502)
1 1
1 (15) 14) ®) 2 23 6)
(1,421) 30 349 (80) 185 134 (803)
34 35 349 185 134 737
(1,455) ) (80) (1,540)
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2017

933
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540
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oOoOooodn
2017 130



2018
IFRS

2018 12 31

2

2017

2017 12 31

2

870

EDINETOOOO
OO000DO00oDOo00DOo0ooOodn(E22630)
oOoOooodn

289 192 81 562
(1,489) (1,489)
(1,489) 289 192 81 ©27)
1 143 144
1,592 “n (23) (154) 1,368
7 13 8 () 26
(89) (76) (165)
@ @D
22 255 177 © 445
22 257 177 456
@ (©)] 1)
217 156 24 467
(838) (93) (931)
(838) 217 156 1 (464)
57) 72 35 79 129
(594) (594)
1 1 2
(1,489) 289 192 81 927)
289 192 81 562
(1,489) (1,489)
447 2017
2017 932
2017 765
694 2017 513
176 2017 251
10

207/420
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2018

5

22

2017

2018 12 31

2018
36

707
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oOoOooodn
694 2017 513
131 2017 251
10
2018 2017
0.73 583 0.52 415
0.30 234 0.23 186
1.03 817 0.75 601
1.47 51 1.43 50
1.47 51 1.43 50
406 2018 12 31
2018 674
2019 26
1,314 2017 769
2018 12

208/420
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2018 2017
Tier 1
1,096 1 2019 12 31 59
1,100 1 2024 12 31 61
1,900 2020 12 102 100
235 2022 12 1
176 221
2014 Tier 1,096
2019 12 2014 Tier 1,100 2024 12

2018
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2018 2017 2018 2017
2,411 1,948 1,104 1,379
1.2 41,108 37,536 26,144 22,333
35,257 63,131 33,695 60,384
78,776 102,615 60,943 84,096
3.4 7,857 20,590 7,148 17,744
3,4 8,787 22,520 9,674 22,254
12 31 95,420 145,725 77,765 124,094
9,564 2017 8,659
1,486 2017 551
6,951 2017 6,272
985 2017
26,447 22,772 2018
IFRS
34 IFRS

210/420
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2018 2017
12 31
69,774 22,094 3,552 95,420 92,032 51,409 2,284 145,725
10,128 5,590 2,081 17,799 N/A N/A N/A N/A
1,101 141,341 2,080 144,522 234 141,337 1,764 143,335
N/A N/A N/A N/A 8,936 276 54 9,266
40,237 6,232 790 47,259 46,967 9,598 1,435 58,000
35,964 13,504 46 49,514 31,396 74,096 1,004 106,496
5,337 30,595 990 36,922 3,082 15,167 18,249
1,420 137,049 1,463 139,932 597 138,140 1,333 140,070
2018 2017
12 31

53,104 21,075 3,586 77,765 74,535 47,200 2,359 124,094
24 5,051 670 5,745 N/A N/A N/A N/A
849 136,247 2,133 139,229 69 133,359 1,808 135,236

N/A N/A N/A N/A
24,511 2,116 72 26,699 27,493 2,817 1,072 31,382
15,128 12,154 19 27,301 10,529 66,042 732 77,303
22,203 728 22,931 11,006 11,006

1,237 132,351 1,719 135,307 425 131,003 1,607 133,035
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2
2018 12 31
183 33
1 1,625 (96) 1,275 (103)
2017 12 31
714 29 11
84 28
1 1,547 1,220
2 2018 IFRS
34 IFRS
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IFRS 13

CVA

01C
DVA HSBC
0TC
HSBC CVA DVA
CVA DVA

HSBC CVA HSBC HSBC

PD

HSBC DVA HSBC

HSBC PD

HSBC
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62 10 1,673 1,745 10 10
723 730 24 1,477
2 2 36 990 1,026
2,080 2,080 1,463 1,463
5 2,810 384 3,199
2018 12 31 790 3,552 2,081 2,080 8,503 46 990 1,463 2,499
547 15 54 616 14 14
879 888 1,767
2 2 990 990
1,764 1,764 1,333 1,333
9 1,379 1,388
2017 12 31 1,435 2,284 54 1,764 5,537 1,004 1,333 2,337
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53 1 a44 498
19 776 226 1,021

19 728 747

2,133 2,133 1,713 1,713

2,809 2,809 6 6

2018 12 31 72 3,586 670 2,133 6,461 19 728 1,719 2,466
347 347
725 980 1,705

732 732

1,808 1,808 1,607 1,607
1,379 1,379

2017 12 31 1,072 2,359 1,808 5,239 732 1,607 2,339

ABS HSBC
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ABS

HSBC

0TC
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ooooooo
2018 943 2,284 1,794 1,764 67 937 1,333
() 118 307 586 () (111) 181
118 586 @ 181
307 (111)
@
ocl
61 145 () 3 1
25
36 145 ® 3 1
25 3,059 524 6 3 57 79
701 6 4 1,287 26
35 (99D) (240) (©)] (€ED)
©3) (1,463) (282) 123) (€H) (812) 59
(347) (@.114) 7D @257) (16) 37D (354)
237 813 49 102 149
2018 12 31 790 3,552 2,081 2,080 46 990 1,463
2018 12 31
®) 89 302 4 56 245
®) 302 4 245
89 56
2017 982 2,721 21 2,151 762 5 1,877
(24) (171) ®3) 36 52 ) 433
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ooooooo
(171) 36 52 433
(24) (©)] ®)
ocl
) 108 (121) 1 (26) 8 (30)
146
(18) (28)
(38) (121) 1 ®) 8 (@)
112 1,026 36 2 4
776
(131) (1,464) 6) [©) (12)
(46) (230) (12) (459) 272)
(269) (101) (H) (595) (144) (814)
703 624 214 14 151
2017 12 31 1,435 2,284 54 1,764 1,004 1,333
2017 12 31
17 22 4 76 156 173
22 76 156 173
4
17
1
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ooooooo
2018 140 2,362 980 1,808 32 700 1,605
[6)) 117 98 610 (03 () 187
117 610 @ 187
98 (D)
@
ocl
1 144 16
1 144 16
23 3,126 18 76
701 6 1,273 39
12) (1,101) (278) an
(10) (1.462) (164) (130) 6 797) 52
@3 (1,114) (265) an (361) (367)
4 813 104 138
2018 12 31 72 3,586 670 2,133 19 728 1,719
2018 12 31
®) 6 255 @ 48 (246)
® 255 (O (246)
6 48
2017 1 1,426 2,722 2,242 499 2,115
(139) 33 28 427
(139) 33 28 427
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2017 12 31

2017 12 31

1

2017
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ooooooo
189 (122) 42) (30)
197

(25) (28)

® (122) an @
846 1,097 1 15

756

(1,131) (1,491) ®) ®) ©)

(224) (222) ®) (416) (244)

(51) (106) (649) (129) (847)
17 620 232 180
1,072 2,359 1,808 732 1,607
22 (38) 130 177
22 (38) 130 177
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2018 2017
ocl ocl
155 147) 150 (141)
177 (124) 3 w 3 ®)
7 © 17 an 53 an 2 )
12 31 339 (280) 20 (18) 206 (221) 2 )
2018 2017
ocl ocl
136 a2n 136 127)
53 (51)
6 ®) 43 (40)
12 31 195 (184) 179 (167)
1
2018 2017
ocl ocl
119) 55 (53) 2 @
(18) 20 (18) 34 (40)
10 6 (6)

223/420



12 31

EDINETOOOO
OO000DO00oDOo00DOo0ooOodn(E22630)

ooDoogd
74 ) 82 (CO)
44 (59) 29 (38)

339 (280) 20 (18) 206 (221) 2 &)
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95
2018 2017
1 l
P.123 P. 123
1,745 10 N/A NA - NA A N/A NA - N/A N/A
1,477
Lo oo 146 100 88 100 101 13 57
ABS 1,331 100 68 99 103 35 99
2 1,02
929 8 79 13 43 7 57 1 2
31 88 40 77 34 o1 4 60
65 7 pil 7 2 6 15 6 15
19 8 27 8 25 4 20 5 17
2 13
2,080 1,463
1,172 694
183 548 6 7 6 7 20 0 20 9
796 22 13 39 18 31 8 41 16 34
193 124
342 379
342 379 3 27 6 18 1 26 6 15
545 343
121 157 5 83 13 46 8 49 12 36
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424 186
21 47
21 47
3,199
949
2,250
12 31 8,503 2,499

90
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HSBC

HSBC
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12
2018 12 31

13,628 11,970 1,662 13,632

111,964 3 112,662 112,665

80,102 80,102 80,102

13 8 5 13

24,532 24,514 24,514

180,836 180,719 119 180,838

46,583 46,582 46,582

22,721 22,721 22,721

13,770 13,999 13,999

2017 12 31

14,149 13,302 847 14,149

280,402 1,245 280,518 281,763

45,808 45,808 45,808

29,349 29,328 29,328

381,546 380,646 897 381,543

37,775 37,775 37,775

13,286 13,296 13,296

16,494 16,982 16,982

229/420



EDINETOOOO
OO000DO00oDOo00DOo0ooOodn(E22630)

oOoOooodn
2018 12 31
12,686 11,556 1,130 12,686
58,783 5 59,425 59,430
56,495 56,494 56,494
18,148 18,147 18,147
125,871 125,871 125,871
35,693 35,693 35,693
19,085 19,085 19,085
13,323 13,535 13,535
2017 12 31
15,160 15,122 38 15,160
220,450 1,125 220,420 221,545
36,627 36,627 36,627
24,626 24,626 24,626
320,026 320,026 320,026
35,220 35,220 35,220
6,108 6,108 6,108
15,930 16,392 16,392

230/420
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Ooooood
13
2018 2017

12,515 12,515 9,260 N/A 9,260

2,992 2,992 1,034 N/A 1,034

9,523 9,523 8,226 N/A 8,226

5,141 5,141 6 N/A 6

143 143 N/A
12 31 17,799 17,799 9,266 N/A 9,266
14

4,341,381 4,227 50,881 109 50,990 (48,088) (155) (48,243)
13,252,292 38,617 107,028 497 107,525  (104,490) (812)  (105,302)
984,963 9,131 9,131 (9,181) (9,181)
304,263 2,893 2,893 (3,190) (3,190)
47,470 675 675 (708) (708)

28 (26,692) 26,692
2018 12 31 18,930,369 42,844 170,608 606 144,522 (165,657) (967)  (139,932)
3,172,038 2,334 41,100 39 41,139 (38,709) (135) (38,844)
9,973,858 60,496 156,780 571 157,351  (152,079)  (1,390)  (153,469)
448,156 7,393 7,393 (9,795) (9,795)
306,855 3,566 3,566 (4,087) (4,087)
38,939 622 622 (611) (611)

28 (66,736) 66,736
2017 12 31 13,939,846 62,830 209,461 610 143,335  (205,281)  (1,525)  (140,070)

STM Settled to Market
2018

232/420
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Ooooood
4,338,438 4,215 50,638 109 50,747 (47,976) (155) (48,131)
11,462,267 25,685 90,831 494 91,325 (88,976) (670) (89,646)
979,037 8,976 8,976 (9,031) (9,031)
304,003 2,901 2,901 (3,185) (3,185)
47,463 675 675 (709) (709)
(15,395) 15,395
2018 12 31 17,131,298 29,900 154,021 603 139,229 (149,877) (825)  (135,307)
3,202,826 1,153 40,818 29 40,847 (38,603) (108) (38,711)
8,627,923 51,387 137,241 552 137,793 (133,750)  (1,142)  (134,892)
437,029 7,367 7,367 (9,690) (9,690)
306,633 3,569 3,569 (4,088) (4,088)
39,389 620 620 (614) (614)
(54,960) 54,960
2017 12 31 12,613,800 52,540 189,615 581 135,236 (186,745)  (1,250)  (133,035)

233/420
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2018 2017 2018 2017
72 72 69 69
88 126 88 126
(€CD) (123) @n (123)
(59) (60) (59) (60)
(28) (63) (28) (63)
(15) ®3) 15) ©))
58 72 55 69
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3 29,142 433 (787) 161
2018 12 31
29,142 433 @787) 161
1
2
3
2
1
16,242 55 132)
3 997 ®) ®) 12
570 97 (16)
10,048 35 . @3)
2018 12 31 17,239 10,618 52 132 @74 12)
1
2
(58) 34
3
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9,953
6,276

HSBC
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3 20,438 481 (656) 94
2018 12 31
20,438 481 (656) 94
1
2
3
2
1
12,490 55 an
3 73 (©) (@3] 12
570 97 (16)
6,305 A @y
2018 12 31 12,563 6,875 52 97 (106) 12)
1
2
(58) 34
3
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4 6,276 2024
0.87 HSBC HSBC
1
2 3
4,215 109 (155) (121) 121)
9,475 64 (25) (¢D)) (38) ®)
2018 12 31
13,690 173 (180) (165) (159) ®)
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2018 12 31
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(398) (121)
44 113
(€D)
26 3
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12 31

1
2 2018 12 31

4,819

2018 12 31

16

13

IFRS

EDINETOOOO
OO000DO00oDOo00DOo0ooOodn(E22630)

oOoOooodn
2018 2017 2018 2017
47,259 N/A 26,699 N/A
3,123 N/A 2,135 N/A
43,973 N/A 24,511 N/A
87 N/A 53 N/A
76 N/A N/A
13 N/A N/A
8 N/A N/ZA
5 N/A N/A
N/A 58,000 N/A 31,382
N/A 3,043 N/A 2,292
N/A 54,295 N/A 28,683
N/A 662 N/A 407
47,272 58,000 26,699 31,382
IAS 39 2017 12 31
2017 7,241 2017
75 1
9 7
3
87 8
2018

241/420
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2018 2017 2018 2017
1,317 745
29 7,084 4,914
22,148 32,528 9,863
37,250 48,247 26,555 30,322
18,644 24,562 18,561 24,473
1 21,810 226 18,530 39
12 31 101,198 113,392 63,646 69,611

1 2018

242/420
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250,277

2017 136,570

202,782
2017

98,215
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oOoOooodn
2018 2017 2018 2017
43,505 41,593 36,945 32,036
1,637 7,198 236 2,833
45,142 48,791 37,181 34,869
63
2017 173,386 2018 201,548
2018 152,454

2017 130,430
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2018 12 31
19,375 19,396
25,765 2,865

2017 12 31
24,323 23,004
24,562 2,385

2018 12 31
8,976 8,976
28,205 2,794

2017 12 31
10,401 8,979
24,473 2,338

2441420
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17

BGF
BGF 2011
BGF HSBC
RBS 2018 12 31
BGF 24.5

2018 FSMA

164 37

18

2018 12 31

100.00

100.00

100.00

99.99

80.67

70.03 0.30

12 31

2018

2000
FSMA
211.9 212.0
9.9 212.0
204.6 7.4
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35

2006 409 37

GDP

CAPM CAPM

CAPM

2018 2017 29
HSBC
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2018 12 31

2017 12 31

SIC
ABS

2018 12 31
ABS

CP

2018 12 31

2018 12 31

9.4

EDINETOOOO

OO000DO00oDOo00DOo0ooOodn(E22630)

oOoOooodn

7,218 232
9,551 330
SIC
SIC
55
2.7
2018
0.3

2471420

3,378

3,210

1.8

2017 3.4

2017 0.7

2018

12 31

2,912 13,740
3,500 16,591
2017 2.4
ABS
CP
CP
9.7 2017
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0 400 6 81 884 37 1,008
400 1,500 3 6 505 3 517
1,500 4,000 229 229
4,000 20,000 74 1 75
20,000 5 5
2018 12 31 9 87 1,697 41 1,834
1,160 2,038 4,788 1,788 9,774
1 281 1,051 1,333
2,032 3,944 5,976
1,160 211 536 1,907
5 352 201 558
8 8
608 5 1,666 2,279

2018 12 31

1,768 2,035 6,454 1,788 12,045
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0 400 11 82 1,327 190 1,610
400 1,500 1 6 512 3 522
1,500 4,000 229 229
4,000 20,000 80 2 82
20,000 4 4
2017 12 31 12 88 2,152 195 2,447
1,016 1,286 4,286 2,033 8,621
126 1,895 2,021
1,277 3,843 5,120
1,016 23 1,039
9 317 115 441
6 2 8
33 33

2017 12 31
1,016 1,280 4,317 2,033 8,646
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2018

2017

ABS

55
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572 2017 736
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386 8.3 3.5 2,062 8.9 3.7
569 9.3 3.5 1,798 9.9 3.7
308 9.4 3.5 665 9.7 3.6
1,263 4,525
CGU
2018
2022
CGU GDP
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74 23)
32 29
(65) (65)
113 33
® (20)
5 18
651 572
113
PVIF
2018 2017
1 1
1.19 1.52 1.15 1.50
1.69 2.35 1.65 2.20
3.49 1.70 4.55 1.48
2.20 85 2017 59
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2018 2017 2018 2017
1,683 2,047 863 1,131
1 7,047 N/A 5,638 N/A
1 21,823 N/A 18,502 N/A
37 461 1 6
2,995 2,608 2,994 2,606
115 210 81 171
A 179 336
6 24 6,066 24 6,066
2,475 2,276 2,263 1,945
1,119 2,022 122 933
12 31 37,497 16,026 30,488 12,858
12017 12 31 26,447 22,772
573 424 394
265 IFRS 2018
IFRS 34 IFRS

32,826 2017 4,738
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3,942 33,092 3,853 30,811
6,627 20,594 6,385 18,826
3 1,095 19,374 50 15,155
37,850 33,436 17,013 12,511
49,514 106,496 27,301 77,303
26,999 2018
IFRS
34 IFRS
2017 12 31 17,958 15,161
2018
34 IFRS
2018 2017 2018 2017
169 108 93
611 547
33,643 13,343 20,339 6,755
2,177 3,912 2,499 4,251
322 339
36,922 18,249 22,931 11,006
2017 12 31 17,958 15,161
2018
34 IFRS
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(201) 2017 312
9,636
2017 826
(113) 2017 204
24
2018 2017 2018 2017
2,333 2,342 1,336 1,371
1 5,814 N/A 5,443 N/A
1 29,747 N/A 26,642 N/A
115 208 82 171
6 332 338 95 123
454
598 636
HSBC 155 146 128 128
1,942 2,491 1,424 1,574
12 31 41,036 6,615 35,150 3,367
1 30, 755 26,999
570 516 548 344
2018
IFRS
34 IFRS
40,327
2017 5,728 34,740 2017 2,861
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2018 2017 2018 2017

13,770 16,494 13,323 15,930
- 13,070 15,794 13,323 15,930

- 700 700
93 2,499 4,251 2,499 4,251
- 2,177 3,912 2,499 4,251

- 322 339
12 31 16,269 20,745 15,822 20,181

PRA
7.65
IFRS
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2018 2017
Tier 1
300 1 322 339
5.862
700 2 700 700
5.844
Tier 2
450 2021 352 333
750 3.43 2022 10 585 568
350 2023 4 367
300 6.5 2023 300 299
650 2023 5 577
1,500
2023 10 1,345 1,331
2,000
3.5404 2023 10 1,566 1,480
1,500
2024 3 1,345
2,000
1.728 2024 3 1,794
2,000
1.125 2024 10 1,794 1,775
300 7.65 2025 235 277
1,400
2025 5 1,036
1,300
2026 5 962
300 2027 269 266
750 4.186 2027 10 598 583
1,250
1.4648 2027 10 1,121 1,109
260 2029 11 233 231
200 2028 7 200
300 2028 8 269
350 9 401 432
5.375 2030
500 5.375 2033 593 675
225 6.25 2041 224 224
600 4.75 2046 594 594
750 587 555
500 392 370
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0.6633 2022 3 1,775
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2.948 2028 6 1,000
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12,708 5,097 880 5,456 436 24,577
149,093 25,396 6,141 214 66 180,910
45,804 847 46,651
1 49,514 49,514
1 123 1,130 2,822 22,285 29,909 56,269
139,021 44 242 518 340 140,165
8,417 11,018 2,785 842 23,062
115 205 4,798 11,057 16,175
37,545 1,644 534 96 773 40,592
388,004 87,647 22,689 36,152 43,423 577,915
148,600 289 6 148,895
2 6,054 6,054
2018 12 31 542,658 87,936 22,695 36,152 43,423 732,864
16,922 5,215 1,336 5,372 578 29,423
326,674 43,742 9,143 1,347 793 381,699
10,257 26,012 1,503 37,772
106,496 106,496
510 476 3,793 9,318 5,148 19,245
138,555 113 256 928 428 140,280
5 4,469 6,864 1,656 468 13,462
2 47 86 3,962 13,540 17,637
3,964 1,495 446 101 832 6,838
603,385 81,569 23,427 22,684 21,787 752,852
3 139,916 31,915 2,305 632 3 174,771
2,4 8,301 8,301
2017 12 31 751,602 113,484 25,732 23,316 21,790 935,924
1
34
2 IFRS
32017 12 31 32.5
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11,327 5,105 1,476 276 18,184
103,631 20,403 1,870 29 125,933
35,087 676 35,763
1 27,301 27,301
n 5 1,108 2,613 13,817 24,220 41,763
134,511 37 194 482 309 135,533
6,952 9,028 2,848 601 19,429
91 239 4,799 11,177 16,306
33,166 1,528 89 34,783
309,941 70,311 16,185 22,251 36,307 454,995
65,669 269 65,938
2 5,578 5,578
2018 12 31 381,188 70,580 16,185 22,251 36,307 526,511
16,613 3,233 4,359 370 54 24,629
275,845 38,670 4,878 891 359 320,643
10,232 23,655 1,330 35,217
77,303 77,303
22 476 2,598 5,524 3,299 11,919
131,790 108 196 807 404 133,305
5 1,453 4,019 226 582 6,285
46 40 3,780 13,176 17,042
2,676 666 97 10 3,449
514,486 68,307 17,517 11,608 17,874 629,792
98,319 476 982 34 3 99,814
3 6,711 6,711
2017 12 31 619,516 68,783 18,499 11,642 17,877 736,317
1
34
2 IFRS
3 2018
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2018 2017
5,171 12,628 17,799 N/A N/A N/A
N/A N/A N/A 67 9,199 9,266
9,805 3,823 13,628 10,697 3,452 14,149
55,481 56,483 111,964 93,239 187,163 280,402
79,739 363 80,102 45,383 425 45,808
9,677 37,595 47,272 10,832 47,168 58,000
32,481 345 32,826 2,475 306 2,781
12 31 192,354 111,237 303,591 162,693 247,713 410,406
18,612 5,920 24,532 23,434 5,915 29,349
180,544 292 180,836 379,463 2,083 381,546
46,583 46,583 37,775 37,775
3,857 33,065 36,922 3,768 14,481 18,249
19,552 3,169 22,721 11,188 2,098 13,286
39,108 880 39,988 2,900 703 3,603
25 13,745 13,770 40 16,454 16,494
12 31 308,281 57,071 365,352 458,568 41,734 500,302
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2018 2017
4,799 946 5,745 N/A N/A N/A
8,948 3,738 12,686 9,379 5,781 15,160
39,844 18,939 58,783 74,941 145,509 220,450
56,357 138 56,495 36,201 426 36,627
5,506 21,193 26,699 6,023 25,359 31,382
27,210 1 27,221 2,090 2 2,092
12 31 142,664 44,965 187,629 128,634 177,077 305,711
17,882 266 18,148 24,202 424 24,626
125,843 28 125,871 319,369 657 320,026
35,693 35,693 35,220 35,220
3,516 19,415 22,931 2,435 8,571 11,006
15,859 3,226 19,085 5,457 651 6,108
34,485 34,485 1,636 1,636
13,323 13,323 15,930 15,930
12 31 233,278 36,258 269,536 388,319 26,233 414,552
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5
u ! 169,923 (26,692) 143,231 (104,948) (6,816)  (29,081) 2,386 1,291 144,522
2
12,661 (619) 12,042 975)  (11,068) @ 597 12,639
184,887 (107,441) 77,446 (17,084)  (60,288) @3) 1 2,674 80,120
3 24,698 (7.744) 16,954 (12,040) 4,914 16,954
2018 12 31 392,169 (142,496) 249,673 (135,047)  (78,172)  (29,154) 7,300 4,562 254,235
u ! 208,031 (66,736) 141,295 (105,613) (7,524)  (26,037) 2,121 2,040 143,335
2
10,298 10,298 (319) (9,979) 878 11,176
100,249 (59,103) 41,146 (2,748)  (38,368) (30) 4,662 45,808
3 30,499 (7,716) 22,783 (19,073) (134) 3,576 22,783
2017 12 31 349,077 (133,555) 215,522 (127,753)  (55,871)  (26,201) 5,697 7,580 223,102
u ! 164,194 (26,602) 137,502 (104,948)  (10,685)  (20,914) 955 2,430 139,932
2
10,706 (619) 10,087 975) 9,113) ) 101 10,188
153,926 (107,441) 46,485 (17,084)  (29,271) (129) 1 98 46,583
4 23,364 (7.744) 15,620 (12,040) 3,580 8 15,628
2018 12 31 352,190 (142,496) 209,694 (135,047)  (49,069)  (21,043) 4,535 2,637 212,331
u ! 205,836 (66,736) 139,100 (105,614)  (10,164)  (18,283) 5,039 970 140,070
2
22,201 22,291 (319)  (21,972) 47 22,338
93,940 (59,103) 34,837 (2,747)  (31,912) (178) 2,938 37,775
4 30,382 (7,716) 22,666 (19,073) (139) 3,454 117 22,783
2017 12 31 352,449 (133,555) 218,894 (127,753)  (64,048)  (18,600) 8,493 4,072 222,966

12018 12 31 2,354 2017 3,247
4,269 2017 3,428
2 95,420 2017 145,725
49,514 2017 106,496
62

275/420



32018 12 31

16,954
4 2018 12 31

15,620
5

EDINETOOOO
OO000DO00oDOo00DOo0ooOodn(E22630)
oOoOooodn

111,964 2017 280,402

2017 22,783
180,836 2017 381,546
2017 22,666

276/420



29

1.00

12 31

12 31

2018 11

23
1.00
1.00

EDINETOOOO
OO000DO00oDOo00DOo0ooOodn(E22630)
oOoOooodn

1.00
2018 2017
796,969,110 797 796,969,110 797
1
796,969,111 797 796,969,110 797
1.00
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0.01
2018 2017
12 31 35,000,000 172 35,000,000 172
Tier 1
2018 2017
1,096 2014 Tier
2019 12 1,096
1,100 2014 Tier
2024 12 1,100
555 2018 Tier
2023 555
1,900 2015 Tier
2020 12 1,388 1,388
235 2016 Tier
2022 197 197
300 2018 Tier
2023 263
12 31 2,403 3,781
CRD Tier
2018 Tier 1
2018
1,096 2014 Tier 2019 12

1,100 2014 Tier 2024 12
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30
2018 2017 2018 2017
_ 1 6,054 8,301 5,578 6,711
_ 2 17,244 16,591 10,323 11,657
- 590 353 588 351
12 31 23,888 25,245 16,489 18,719
- 2,186 2,877 963 1,933
_ 2 50,116 32,734 1,526
- 96,593 139,160 63,449 97,881
12 31 148,895 174,771 65,938 99,814
1 IFRS
2 2017 12 31 32.5
2.3
HSBC
2017 12 HMRC HSBC VAT
HMRC 2013 10 2017 12 31
262
32
2018 HSBC HMRC 2019 HMRC
VAT 2019 HSBC
HMRC 262 262
HSBC 2019
2018 VAT HSBC
HSBC HSBC VAT

FSCS
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2017 4.7
FSCS
FSCS
FSCS
2018 2017 2018 2017
HSBC HSBC
HSBC HSBC
5,457 597 7,659 642 2,698 2,880 4,666 2,045
16,243 1,001 15,476 1,115 9,238 1,085 9,571 2,086
21,700 1,598 23,135 1,757 11,936 3,965 14,237 4,131
2017 12 31 2.3
HSBC
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31
2018 12 31
608 2017 1,206
2018 2017

1
- 290 (23) 267 1,801 (156) 1,735
- 1,348 (82) 1,266 3,634 (294) 3,340
- 837 (45) 792 1,283 (151) 1,132
12 31 2,475 (150) 2,325 6,808 (601) 6,207

35
32

2018
2018 12 31

25
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2008 12 L
L
HSBC
2008 11 30
8.4
HSBC HSBC
HSBC
HSBC
HSBC
HSBC 2016 11
HSBC 2017
2009
HSBC
2018 12
2014 12
SPV SPV 0SUS
HSBC
2018 HSBC
2019
SPV OSUS HSBC
HSBC
HSBC

2019 2019 11
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2013 11
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HSSL

2009 10

2018 12

2015

2018 12

SICAV

2018 10
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2014 12 SPV 0SUS
0SUS
2010 HSBC
HNAH
2012 HSBC USA
AML
0cC
0cC
0cC
2012 12
HSBC AML
AML
FCA OFAC

HTIE

HSBC

2015 10

0cC
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2018 SPV
500
HSBC USA 0cC
BSA
HSBC
2012 HSBC USA
HSBC USA 0cC
2018
FRB
HSBC
FRB
HSBC
166
HSBC 2012 12
OFAC
FCA FRB
HSBC
HSBC FRB
HSBC

FCA
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2014 11 HSBC
2018
2018 10
HSBC
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2016 12 EC HSBC
HSBC HSBC
LIBOR 2011 HSBC
US CEA
2017 2018 HSBC
LIBOR
oTC LIBOR
2018
HSBC LIBOR

ICE LIBOR 2019
LIBOR
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HSBC HSBC

HSBC 2010 2011
DoJ FX DPA HSBC
DoJ FX DPA HSBC
DoJ HSBC
CADE
HSBC
18
2017
HSBC EC
2014 HSBC
WM 2015 HSBC
2018
2017
HSBC
2018 11
HSBC

2019 HSBC
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2018 12 31 168
2014 11 DoJ HSBC
DoJ
2019 DoJ HSBC
2014 HSBC
2004
2013 US CEA
2016 10
2017
2015 12 HSBC
2004 2014
2014 HSBC
2007 2013 12
US CEA
2016 10
2017
2016 HSBC

1999 2014
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2008 2014
11 US CEA
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2017
HSBC
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EURIBOR LIBOR
2003 2009
33
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IAS 24
HSBC
KMP KMP KMP
KMP
KMP
KMP
KMP
2018 2017

3,115 3,816
4 10
136 441
801 1,359

12 31 4,056 5,626
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2018*
12 31 12 31
2 3
2 4 19 24
29 60 27 53
KMP
2018 12 31
RBUWM UK CMB UK GPB UK
2006 413
2006
2018 2017
12 31 12 31
265 1,564
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KMP KMP
2018 2017
12 31 12 31

102 102 88

304 304

610 480 480

17 37
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2018 2017
12 31 12 31 12 31 12 31
351 24 4,725 276 888 351 13,367 4,725
2,651 1,685 20,224 18,135 29,439 18,993
15 7 201 198 20 15 4 2
6,703 2,780 13,450 3,958
924 3,610 539 1,500 924 4,366 3,610
238 229 28 250 238 29 28
12 31
4,179 1,945 35,491 21,928 2,658 1,528 60,655 31,316
968 303 18,634 1,114 2,650 968 28,316 18,634
2,167 1,183 68 66 2,161 2,161

8,647 2,859 1 5,460 4,901
15,024 2,708 5,095 1,716 26,291 15,001 7,316 5,095
770 559 21,145 17,594 24,693 18,923

13,444 6,060 4,230 4,230 13,279 13,279 222

12 31

32,373 10,813 57,819 27,579 44,382 31,409 66,007 47,553
482 397 503 472
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HSBC HSBC
2018 2017 2018 2017

6 119 53
448 481 141 81
13 17 95 98
387 377
16 5 212

3 125
97 276 316 383
67 45 2,719 3,997
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2018 2017
12 31 12 31 12 31 12 31 12 31 12 31
3,547 1,081 351 24 4,403 216 8,463 3,547 888 351 13,053 4,403
11,668 11,557 2,651 1,685 29,257 17,329 13,269 10,989 41,702 29,257
7,491 4,142 6,570 2,650 6,331 5,786 8,922 3,570
15,422 7,444 011 3,594 539 15,644 14,467 1,496 911 4,350 3,594
820 185 1,329 820
12 31
38,948 24,379 3,013 1,709 43,824 20,794 45,036 35,609 2,384 1,262 68,027 40,824
679 968 303 18,543 1,114 8,246 679 2,650 968 27,925 18,543
4,777 2,542 8,164 2,104 14,162 4,777 5,061 4,666
1,410 922 15,024 2,708 4,997 1,705 3,075 1,410 26,282 14,984 7,209 4,997
12,444 12,309 770 559 34,043 16,709 15,603 12,332 42,337 34,043
700 700 13,137 5,827 4,230 4,230 700 696 12,970 12,970
12 31
20,010 16,473 29,899 9,307 69,977 25,862 41,786 19,894 41,902 28,922 82,532 62,249
1,502 1,475 361 213 1,498 1,498 359 359
2018 12 31
8,250 2017 8,345 810
2017 745
801 2017 745
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34 IFRS
2017 12 31 2018
IFRS
IFRS
1AS 39 IFRS
IAS 39 IFRS
2017 2018
12 31
97,601 97,601 @ 97,600
2,023 2,023 2,023
1,2 FVPL FVPL 145,725 (156) (26.447) 119,122 119,122
2,3 FVPL FVPL 9,266 156 5,567 14,989 6 14,995
FVPL FVPL 143,335 143,335 143,335
1,3 14,149 731) (193) 13,225 ®) 13,219
1,3,4 280,402  (3,277)  (2.514) 274,611 (652) 273,959
45,808 45,808 45,808
FVOCI
5 FVOCI 57,338 (2,287) ) 55,045 55,045
FvoCl
6 FVOCI 662 (573) 89 89
5 6 6 6
1 16,026 4,008 26,447 46,481 @ 46,480
N/A N/A 140 140 140
N/A N/A 327 327 327
N/A N/A 5,936 5,936 5,936
N/A N/A 130 130 34 164
818,868 818,868 (620) 818,248
161
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IFRS
IFRS
1AS 39 1FRS
IFRS
2017 2018
12 31
1 29,349 (178) 29,171 29,171
1 381,546 (3,240) 378,306 378,306
37,775 37,775 37,775
1,089 1,089 1,089
1,8 FVPL 106,496 (48,713) 57,783 57,783
7,8 FVPL 18,249 17,958 (274) 35,933 35,933
FVPL 140,070 140,070 140,070
13,286 13,286 13,286
1 6,615 34,173 40,788 40,788
N/A 88 88 88
N/A 21,033 21,033 21,033
4 N/A 1,796 1,796 104 1,900
N/A 933 933 (140) 793
7 16,494 274 16,768 52) 16,716
774,819 774,819 (88) 774,731
161
IAS 39 IFRS
IFRS
2017 12 31 2018
797 797 797
3,781 3,781 3,781
9 2,744 (192) 2,552 G 2,495
9 36,140 192 36,332 (475) 35,857
43,462 43,462 (532) 42,930
587 587 587
44,049 44,049 (532) 43,517
161
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IAS 39 IAS 37 IFRS
IAS 39
2017 12 31 1AS
39 2,243
1 1
6 6
187 465 652
1 1
2018 2,903
2017 12 31 1AS
37 55
N/A N/A N/A N/A 30 74 104
2018 159
IFRS 764
660 104
2018 2,903
159
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IFRS
2018 2018
12 31 12 31
5 5 N/A N/A
10 235 279 27 5 (23)
161
IFRS
1 IFRS 26,447
573
394
30, 755 570
548
2 Default fund 156
IFRS
SPPI
3 2,514 193 IFRS SPPI
4 IFRS 764
652 104
5 IAS 39 2,287 Fvocl SPPI
IFRS
IAS 39 IFRS
6 573 IFRS
89 IFRS
Fvocl
7 IFRS 274
52
8 17,958
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2018

9 IFRS Fvoct IFRS
57 Fvoct ( AFS ) IFRS
I1AS 39 IFRS
Fvoct 166
IFRS
AFS
10 2018 7.69
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35
2018
RBWM
CMB GPB
2000
HSBC
2018
2018 2018 30 2017 2017 12 31
2018 2017
1.2 3,037 5,767
2,3 (1,894) (4,635)
1,143 1,132
1,143 1,132
(323) (330)
820 802
820 802
1 RBUM CMB GPB
CMB
2 BSM GFX
2017 2018 GFX BSM 50
3 2017 251 100
2018 2017
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N/A

(75
1,791

1,716

2017

6,770
(624)
(2,809)

3,337

1 N/A
5
&)
2 (30)
3 178
150
1 2018
2 BSM 2018 2017
3
2018
1
7,258
(1,296)
(946)
5,016
1 2016 12 2017 12
2016 2017
RBIWM  CMB GPB
a
b
o
d
e
f
g
h 2018
36
2019 12 2018
2019 26
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2018 674 2018 12 31
2019 26
2019
HSBC
HSBC 2018 12 31
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Consolidated income statement
for tha year anded 31 Decamber

2018 27

Aote Em £m
Mat infarmst incoma 3,660 B.381
= intaram ncome Ta22 9,043
= RIS SpenEs EJ fri=crd
Mat T incoma & 2,044 2,588
= Pl Goeg 3402 £,045
= Fis o 11,568
Nat mcomai from fnencal netrumants bakd Tor tmding o mameged on 8 far valus e A I 2,733 2,730
Nat incomal]axpanss) from assats and lebdibas of smsumatos bussasesl, inchsding miated detnvetrvss, massirad at far
walua tuough profa or | E] (603 EOZ
Chamges n foir vl of long Sem debt snd relntad dermstves” 5 13
Ghangas n foir valus of othar fmencs| nstn A misnciaton by aq it foir valua throggh profitor Ir.|“=I - 511 M,
Gming ks kospsd Trom financisl rnestmants 12 s
Mat ingurance pramivme 4 2,005 1,609
Crthar cpamsbng rcomes SBO e
Totsl operating income 10,048 16, GdZ
Nat imgurancs cine néurred snd movemant m Gabilites to poboyholdans o 12, £80]
m“mimmminmnﬂtln——-ﬂnﬂmuﬂEMMﬂw 8,468 13,062
Charmga n axpacted anedit lossan mnd othar aredit mmpssmant charges [] (159} iy
Lianr enenirerssnt ahaigas and othar caadit rek pravaions a A (455
Nat spsrating incoms 8,309 12567
Total operating expanses 7. 351) |90, 208)
— amplovas sompaneation and bengdite o 13,129
— gararnl and adrinErelve axpansss {4501 5.623)
= depreciation and mpainmant of proparty, plent and squpmant il [320]
= menartmation snd smpramant of ntangble eesats E {17 Fio|
Operating profit 5 1,958 3,349
Ehare of profit in eesocotes end oint vantuses 'J' 16 Fil
Profit before tax’ 1,974 2370
Tox anpares’ [ {44z} 28]
Profit for the year™ 1,532 1,842
Frofd sttributabls to shassboldamns of the parent compemy 1,508 1,803
Praf it sttributabls to non-contralimg smtarashs 28 b |
Profit from discontinued operations attributable to sharsholders of the company’ bl B20 B0E
¥ Pt o QRcaniniid’ OareiE ralies 5 neoiiT 3 BRI OF D QroeD ey B SeDRna R of SR LK Bavak i thoen e o, RSB comrgdensd e rang -

mdnmwmmmrmms,mmwmmmaﬂmm“mﬁmmmmcwmmmmmm

2 mwmgmpm.rfﬂﬂmi#mwﬂmmwmmmmmmmwmm:m#mmmhmnmm
ot

4 Tha prasaciaimn of ol socng from Beaocal mituresn s rmeesursd o7 e vabe Pvough ool or s Aes Bean rinrhed’ Baiey o0 e ShEsRei bon and s ernanl regueernants of
TFRGS, i aalditan, the efach of e ACARNGS AGDCEUNE Y SO A0 kG- (e aiabe i 05 B Dasey ks bl 41 TV ARGV SEATD IRPGIAT LS R Ml oy g o
ranaged o @ fai vellng boss” fom | aocane 2078 Covrgnara e ratvmadsnn 535 dea renorasaaiad’. T rasfademant decrsssed ‘Changas &7 fav vakng of ot asdit S0 rea fadl
e’ Dy DA it F0E T WA 50 SuRanT AGiea A0 Tl i I ST Mool o RO O ARG 00 & G bl Dl

W hevn conedened market practions v the prasantaton of owrtam Seancol Safdtes Wik oondawe Dobh darnot and srasbve componants and wene prassousy okl o “Traakng
rabalitie | Surch ipbaiDis Sraconted 1 £ 955 ar 51 Decarobar 2007, Thes i s chissiid ae “Frsncil ki tdds caopnafed’ 5w vatu” o 1 ey 2078,
COREars e it A tan Rag rod boen fesffed For 3017 3 b of B335 ralate) B chang el oy S cradlt frk OF MNaoe ARbabinat IVaE st ot e Ao Sour v ncdeS
sl bald v irddig o manepsd on & e wibng badr meth 3 crecl? of £ 8m recopnesd’ m Tax dgiensa’ i the Shaopa m Sooouabing polcy fad’ Bean snpiad rel cepactl,
m;mmwwhﬂanmmhommmman;mmmm&m!?nfﬂﬂn

£ Nof gpaning smooma Baftrs chanpa i avpaciod credkt iosas andf othar e mop s s ako o a4 T A
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Consolidated statement of comprehensive income
for tha year ended 31 Decamber

2018 2007
£m £m
Prodit for the year 1,532 1.843
Cthar comprhansye moomafsxpensa)
ftem s that will be reclasaified subsequently to profit or loss when specific conditions are met:
Awnilab la-for-sals rvestments LY a4
- fair valua QaITE A -m'|
= fair value gane reclessfed to the mooms stetement PR |55E)
= pmounts rechssifed 10 ths moom s ststemant n reapact of Fmpasment DEesn A 28
- ncoms taxes A %1
Dabt ingtrurnants ot oo valus through ot comprahanmg insoms B3 el
~ fnir yalus gnes 178 hitd,
— foir valus gane Drenadacrad 10 U NSome ARTIMGNT o Japos] LY
— wipactad ceadit losssa meopnasd i e neems eintement 7 L]
= EYCOme baxan Py
Cash fiow hedgas {16} 1125
= foir velus kKenss (il k|
= fmir valus besenffgeing] raclassfisd to the mooms sistemant 187 #25]
= FREDmE taxen 1 o
Exchanges dilferanoss 100 =0
em s that will not ba reclassified subsegquently to profit or loss:
Ramaasuiramant of dafred bane!d sseatihabiliy b Fal 1. 747
= befare mcorna tawes I;IJ bt
— S e 1536
Equety matrumants dasgrated of Toir value Srough other eomprehansive moome 36 g
~ fair valus gade 1 ha,
- e taxes 35 hth,
Cnangas in forr vilua of Tnsndis] ladtes deaignnted 80 (o virkis Upan ints) Mesgnitdn B4ang 1o Shangas in own chdi I'Iikl 504 |54
= Fanr volua gons'|losses] Tor 1185
= EWOOME tEnaE WJ 21
Ohmmhqm.lnrﬁuf-,r-tdul} ara 1,972
Total comprehansive income for the year _2.410 3,814
Astrbutabla fo
- phargbakdars of B parsnt company 2. 387 LT
= Fan-coriallng mbsrests 23 a7
Total comprehsnsive incomae for the 1!..' 2,410 a2.814
1 Thaproup sabeted RS D00 1 tanuary 2008, Corpaaiion svbureaion fae ao! S et
7 W Apva comaaid arkRt paciaes By MG preannratan uaMuwuHWMmmmmwwmr W Aol o T aabng
bl Such bbbt gmooated fo £18 5505 at 1 Decamber JO1F Fhiea fabdtbes ave e 45 F ¥ il Bl ok At i vl m:.:amum:a

o SAE steera o 1ad not been reemied. For Z0I7, B does of DR redanng mwnmwmmwmnm mmwnmammmw
rstnamens hads for raaing or mavaped on 3 far vk fesem T weth 2 creolt of £9%m racogrvsed’ i Tax scpansa’ I the change A saoouning Doy had b snpied et e ety
St ArArAlE WO Aine Dedn recofnisad’ & ODeR cOREraBan v AV, DRty s RND &0 B el moraiss A Erod i 2017 of F2.35% Rafer fo Mot 54 b farthar datads

& An scirsel pan of ESdAm has aosen 35 & resut of the AT suement of the datined’ benslsd panson of tie HEEC Bk (UK Paneon Fian, An increase o tha deecount rade of 3 7% 3
£ T rcuc i i 05 AnlE o amunplig, 300 a0 updhite of dernogr apies Seinnapbons kol 0§ pan of ET.0FSm T e Brosaly cfiel by dn sobrarss oyl of S8 ol

AERLE, G I PhG DeoiN e BENE 0F e SR DR DS Wit D Yo, sachrabing atngdl henslit Sathcan plang, Sed @ ol gam of £iie

d A o in a0 apt o e aciuans model reseted in e panson Babdly basng wndrstated by up boan ETES0rm af 3T D e ZOFF. Thus hax beamn ocerachod i b 3T

Db X ek
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Consolidated balance sheet
at 31 December
2018 2017
et Em Em
Aaseta
Cash and balncen st cantral banks 52013 a e
ams it e coursa of collectson from otwr banka aia 2083
Tresdwiy asnats ol 5,420 145,126
Franos| eessts dasgrated snd othananss mendatonby massurad e far valus through profitand loss B 17.79%9 Pl
Fmancm| esssts dassgnated st faw vales L) P& 8,268
Darnentivas i 144,522 143,355
Lonns and sdvances to banks 13,628 14,148
Lonng and sdvanses to cuatomans 111,964 2ED,402
Ravarss rapurchngs agnemarts - non-iinding 80,102 45,508
Firang | wmvastmanis 8 47,272 GB.000
Prapaymants, pediuad incoma and othur sassls ar 37,497 1606
Current tox easuts 33T 140
Interests n associsbes and ot wantues i a8y pe ]
Goodwll end intang bl aasnts x 2626 Bane
Dlafarrad teo nasats & w40 150
Total asasts’ 604,958 418,568
Liabilities and aquity
Lisbilities
Diapaaite by banks 24,532 20340
Customar sstouns 160,836 361,646
Rapiirchass agraamants - nan-trading 46,583 RERT L
Itamg i tha coudse of tenemisaon 1o othar banke s 1,068
Trading babdtwa &= 49,514 15,455
Finangml bnkilitse camgnnted of fnr vala b 36,922 TH2AE
Carhntnag i 139,932 140,000
Dbt pacwsntion i iBmu 22,721 13288
Aoenmis, deferrad incoma snd othar lsbilites M 41,038 EE1E
Current tax labidfag 128 BB
Lushdtias undar meirancs contracty d 20,687 210583
Prowmicns i 538 1,308
Dl rraed Teoe |l litsig & 29 L oray
Subordwnted |labikbas - 13770 165,424
Total linbilities’ 577,549 774,810
Equity
Taobsl abmrehaldans’ squity 26878 A1 AE2
- callad up shor capinl 2= 787 a7
— athat Sty Rt b 2,403 am1
- ot R (3,971) 2,744
- minrad aninegd 28639 L0040
Mon-contralling mtarests s | BEF
Total squity’ 27.409 44,045
Total linbilities and equity’ 604,958 818,550
T The proup adhpled (FRE 3 pathar with W POy and presantabion oo T tenusry 2074, Comgparatis micrmadon fas no! besn rastated For firther

bl mmm&t‘fmww-umwmwrrﬁss

The accompanying notes on pages 97 1o 165, and the avdited cections of the ‘Financial summany” on pages 1010 15 and the "Report of
the Directors' on pages 20 to 77 ferm an integral part of these financial statements.

Tha financial statements on pages 87 to 96 wera approvad by the Board of Directors on 19 February 2019 and signed on its behalf by:

J Fleurant
Director
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Financial Statements

Consolidated statement of cash flows
for tha year ended 31 December

2010 2017
£m £m
Profit before tax 1.974 2,470
Ad) s for sh items
Dupracuteon, amortsstion and monsmant of ntangible nesats 321 F
Mat gain feorn nvestog actvites (14} [pal Y]
Shara of prafits © sssocstas and ot vanhuras {16} 21}
Jan on depossl of subsidmnes, busnasses, sssocintas and Bt vanbusas —_ il
Changs N expactsd anedet lorsss groes of reacovenes end othar arads snpairmant changas MR,
Loan engaurgnt loases groas of facowved=is end othar ergdl rak provaons Bir
Prowiaons awskid ng panssans 170
Shote-baped peymant axpetes 114
Orifvar ROn-cEN mirma nciuded @ peohit balora X [130F
Elrnrmtion of axchnngs disrncas g2
Changes in operating assets and liskdlities 11,4549
= chinga i nat tradng securtas and demmtves 1,828
= ghange n loane and advances to bonks snd customars [, 0 |
= chusngs n rverss rapeechese agrasments = nondmdng 4, e
= ghnga N finoncmsl nsseta designoted and cthanwiss mandatonly messurad of fair volse )
- olvafga 1 atfar Ebéis [41E)
= ghanga n deposrts by benke and custormar accownts 16,381
- dhvlfiga 1 repurdhass agreemants - fon-bading 18,085
= ghanga n dabt securdss o meus [Pl
— ananga 0 Ginenesl Lol s dasgrated ot fair valkia [400)
- ghangs i othar Inbdties b2
- eonirutiong pasd o delinad barsld plana [233)
— tax o [0 |
Nat eash from eperating activities 16,065
= purchasa of finsncisl mmeastmisnts LA R
= proasds from tho sale snd matusity of firmnosl imnvestments 35,950
= regt gagh flows from tha purchasa snd sala of proparty, phant end egopmant [k
= mat nvagtmant in nangble sasts [T
= mat cash outfiow from soquestion of b g subasd 143
= rat canh flow on disposs| of subssdwnas, businass, sssocates and jont wantLres w"l |19:|
Met cash from investing activities 22,534
= meua of ordmary ghare capitel and othar agqudy mstrumaents aia -
= mibordineted laan copdnl issud” 12,274 10,058
- aubaidirated ke capital repaid” {12, 1.2
- davedards pasd 10 sharahalders of the pemnt company i1 873
~ Tursili dacanmd fiom 1he ehareialdar of tha padent aompany 2,512 1,081
= dodands pasd 10 non-gontralbng mlseels (FF
Net eash from financing activities {9,233) F027
Net {decreass)fincrenze in cash and cash squivalents {91,883) 45,507
Canh bnd sash egusakinia ot 7.Jsn 129,737 o
Exchanga diffarence s naspact of cash and cosh equamients 1,148 i
Cazh and eash ﬁh‘ﬂ!ﬂll at 31 Dee w 124, 257
Cash and cash equivalents comprise
= cosh and babsnocs ut cantrsl bsnka 52013 97,801
= thaeren in tha counss of collection from ofver banics B3a 2,033
= lpmng end sdvancas to banks of one month or lass 6,333 5,281
= ravarsa ragurchese agresmant with banks of one month or lees 23 928 11,628
— tramputy Bille, athar bille snd sartdeates of dapoait loga fan s monthe 7.240 14,280
= R MamE 0 the courss of tienemimnen 1o athar banks {351} 1,
Cash and cash squivalents st 31 Dec 9,002 128,737
T Aaieeimas! i Dy cASREWE BATANAN Caning g Ctmg Dalincg SARar SN 0e B SVeagie ones. Tha fe MOF 28 00 5 Ia-Pe Bn B, S8 ORI SO 00! e oo ol
2 mﬁmmw“ clbvgas Arang B vede Bie ARGt 10 GhEh e e s (012 20 (2017 0008wy and repayimant O 12 S GO0 K08, 251 o)) o dcar s
ag g o it Consodalying af cpeh fowe Now-ceah chang s sang Dy ool foaen aochooges @ ameiesesf (€1 Rire GO0 FE063m ) and faar valbe gane’

e (P 320w (ETE e
F Ar ST Decarber X108, 014 N GO £, TS wae rd BvSdab B rte By Dl grodnt, oo ey £, 4100 (20017 £1, S550n) radared it radngamey SaposTs 5 oan s danks:
4 No ceslh oF Canh aguidsianl s recaned a5 pavt of the Pardt LN Branofer of assed and Sebafias. e apgragafe ammunt of crsh and cash agasalend oy he sibeadlanss and' ol
diiniis ovve RGH covinod Iranafee e’ s £ (G

Interest recaivad was £8.03d4dm (2017: £10,172m), interest pad was £2.177m (2017: £2,650m) and dividends recaived wera £938m (2017:
£1,332m).
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Consolidated statement of changes in equity
for the year ended 31 December

Diher ressfves
Called up
— Financial Cash recrganisn Totsl
capital Orther nEsets at flow  Forsign thon share- Non-
mnd shire equity  Retaimed FVOCI  hedging  exchange reserve  holders” controlling Tatal
m £m om £m £m m Lm Erm £ m
At 31 Dec 20017 197 3 36,140 1,099 38 1,683 = 43,462 587 44,049
Impet on tranatsan to IFRS 3 - - 283) (245} - - - 532) - (532)
At 1 Jan 2018° Fa7 3,781 35,857 a50 {3y 1,683 - 42,530 5ay 43,517
Praf it for tha panod - - 1,506 - - - _- 1,508 28 1,532
Cithar comprehensss noome et
of x| - - ary 126 {16) a4 - am 3 Bra
- dabt netruments 8t far valus
thesugh other cormprabesmsve
NoomE - - - i - - il i a3
- @ity AErumstts doggratad
ot fmir value through othar
comprahenEme INcome = = = L = = - E = 38
= oaen flow hadgaes - - - - &) - - (-] - {16}
- ahangasd o Ter value of Tosncnl
liabilitins dessgnated et fasr veluy
i (o MovEm ST i QW el
rk? - - 504 - - - - 504 - 504
= mmansurement of dalngd
taraf it pesatimbhny™ = - 173 = - = - 173 171
exchengs differences - - - - - a4 - 0 [} 100
Total comprehensive incoms
far the yoar - - 2,183 126 {18) ad - 2,387 23 2410
Coapital pacunbes maued dunng
i oo’ - a18 - - - - - a18 - 818
Diwidandin to shareholdare” - = (13,044) - - - - {13,045 {28 {13,072
Tinnafor® - 2.196) - - - - - {2,196) - {2,198)
Mat impact of sgudy-sattlod shere-
basad pavmants - - 17 - - = — 17 = 17
Copienl cortnbuton’ = = 3,377 = = = = 3377 = 3,377
Changs mn busnass combnstons
and ol Moy aman - 218 (3 — - — 215 51} 164
Tan on dame en dactly o
aquety - - a - - - - a - 41
l]-lbg:l i B e £l Pyl
oty = = = @ 29 ~ @92 (r.e67) - p.een
At 31 Dec 2018 a7 2,403 28,645 969 25 1777 {7.692) 26,878 51 27,409
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Financial Statements

Consolidated statement of changes in equity (continued)
for the year ended 31 Deceamber

CEAr 1aba e
Funi bk Caeh Tatal
Calked up Tor-aak Thowm Fanumgn Ehare: Mo
Fhan Share  Othar equity Relaimad o valog hodpgng  axchanga hoddan’ onbilng Total
capital  premism wetumMenis  samngs Pk I NV TSV SN ritarasts LTy
n £m £m £rm em Em Em £m fm £m
At Jen iy Far 20,733 .81 1wy 1.007 i) 765 J8.330 B35 A0, 626
Peaili fios tha wear - - - 1E0S - - - 1508 fei] 642
Duhar commhananm ncoma
It of tax) - - - 4,632 a2 [H26) 6L 1,963 ] 1.972
= i f of-anlk nviEmantE = - =) = |z — -— o i il
= caah flow hedgas - - - - - hasy - 11.4%] - |925]
= romupasuramant of defined benelit
s ey —_ - - 5,098 - - - 1,265 k] 1,737
= changss n foor valus of fnence)
kabiliters designaied at fair walue due
B oL 1w Gledd fisk o = = 1164 - i - 1643 - 184
- axchangs dffemncas and otk - = - - - - bl aid 1€ a0
Tots! comprabendnss inooma for tha
vanr - - - 2441 a3 [426) i ] 2.2 43 2814
Cosndands o ghansholisrs = . = UEEF A = = = Tl 4] |Ea4]
Dmrjsuumn in-eracm of HSEG Bank
AL - - - 1,174] - &) Baa By - =]
Nat wnpesat of aquity-satthed ghara-
D payTEE - - - =4 1] - - - 1211 - @1
Trarsfar Hf shans presmium 1o ratained
SAMOGE - 120,733 - 20,733 - - - - - -
Changa N buBnass cembnatens and
othar mewemants - - - 1241 - - - 1241 [iF ] 1,113
Tax on ibema takan dinecthy to eguity - - = B - - - B = =1
Ar 21 Dac 2017 7 = & 35,140 1.099 138) 1,588 43 457 &7 44,040

falncme 3! 1 Janwany 2018 frave Baon prapansd in soonndance wilth acoodnting policsss raefarsd o on page 97 31 Decamber 2017 Balincat heww ot baan raprasoanted

AT Seauiy KTE, o i CAANTEE #) W vEnd Sk I CARNGEE I O SOl ik o N b Sl AT ¢ e vl v i 0 £

An acirass! paan Bes st 55 @ el af ha rerrarsrarrant of e osfred Banalt panson obiyeson of tho HEES Bank (LK) Peacon Scbema

MR Bavak ks s aodeional b T capetal iesdroenants of £8 18m to HEBC Molfing s s in March 2018, Ses Nods 25 o ferthar aiade.

Tl afrioicanal 1o siharalioulieny anchnaiet & I 2 000 atvesiand dbatrbe ed’ o HEEC Holtngs ok Bl 3018 & capeiaies HSEC UK Eank ple, Sea Nofe 5 s furthiar et of

ramasning £7, Gddm adbrdend paid o shaalcke s,

HSEC Baval o B v sl Doty SabSTenal pov T capviad inedrnirants of £2, Pt 0o HEBC UK Bavk ok ia iy 2005,

HEBC Holding's il wgected £, 500 of CETT capdal into HEBC Eank pic dnng March 3018, Thars was 00 now ssosncs of shane chpdad, in Becembar S018 HEEC DK MHolfgs Lidf

Fopiti £, 47 m of CETT capetad woo WEBC Bank pis. Toars wis 00 At miunine of share cijoral

& ﬁﬁ:mmmmnmmmcﬁmmmm o of HESE G v ey Bank Moddings Landod and dn w bsadfarms fron HEEC Hoklngs iz & Jancary 2015
dhm“l

&

i B by M e

N TH

e ot ol ¢ avad B e Ssseds On A0URDnR WD recopviRad a5 3 Arriier caret covdraborbon of £ T0Em
Tl (ROt PECYERREATN fislres CRRIR Tof C7 S520 5 50 SCODUNng £anenvl, ol felined Dravdy 10 e (ecapnien of pooaal (5, 285 a0 D D SEReT el o gk e
fax (5, S| rasuthing fom De regfancrg moplemantabon. The GRA obas not form gart of ragel iony oandsd. Fov ndhor cistads rerfar fo Mode 35,
13 Tha ofetiribote n-sfaci of HEEC Beak A £ comprass of T radnm of conl of saseimant 4o MERC Bank A S,
1 On P Mavch 201 the High Coord confrmaaed 850 SOnd sar of M shars Degemaiin A fulf io oeinbariabis /asarms By maans oF 5 Saodad raales iod.
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HSBC Bank plc balance sheet
at 31 December

2018 27

Nt Em Em
Aazeta
Cash snd balncen st cantral banks 40,657 51,5548
ams it e coursa of collecton from otwr banka 442 1,407
Tendwig apsuts L 771.785 124,004
Franos| eessts dasgriated snd otharanes mendatonby massurad e far valus through profitand oes 5.745 Pl
Charvativan i 138,225 136,258
Loans and sdvancas bo banks 12,686 168,160
Lonns and sdvances to suatoman: 58,783 220,450
Rawares rapairchiss Seemants - non-tmding 56,495 a6ed7
Frwnizal smvasm ants = 26,699 .62
Prapaymenis, sotiuad ingoma and s apsile ar 30,488 12868
Current tnx aessts 278 155
Intarests 1 assoviabas ond gt veantures L - B
Immirtmants in subsidisry undartslongs i T8 AN
Goodwnll end intang bl aapnts x Bod 1,048
Dlafarrad teo nesats & 447 [
Total asasts’ 457,429 £58.301
Liabilities and aquity
Lisbilities
Diagraasts by binks 18148 aae38
Customar sstouns 1256871 20026
Rapiircnass agraamants - nan-trading 35,693 0
Itamg i tha couse of tenemiEa0n o othar banle a3 500
Trading babdtwa &= 27,301 77300
Finangm| Dokl s ceaigrinted of fnr valag EE] 22,91 11,005
Clarhentnag i 135,307 158,356
Dbt pecuntion i imEuw 18,085 g 108
Aoenmis, deferrad incoma snd othar Imbilites M 5150 307
Current tax lebidfag 40 R4
Pravsicna o 400 1304
Diafarned tom lmbili=ss & 2 ]
Subandwated |abiltes 2 13,323 168830
Total lisbilities’ 433,334 25,601
Equity
Called up share capial o5 787 7y
Othar squity irEtrumants o= 2403 o, 11
Cthar rapsnves (5138 FEr
Ratmnad animings 26,033 3548
Total squity’ 24,095 8,700
Tatal liabilities and squity’ -H?.AEQI_ 556,501

T T proep sonpind IFRS S mpathar W VAREY CAANGSS 10 RO0INNG FElcy AN Desantatan o T Jenuary FOTS. Cormparac iy matan Fag et Bean rstaed For St
diatank, felb fo Mo B4 Filfecl: of it tons wpoh sdapbon of ARS 5
Profit after tax for the year was £1.411m (2017: £2,565m).

The accompanying notes on pages 57 to 165, and the audited zections of the "Repart of the Directors’ on pages 20 to 77 form an integral
part of thaza financial statamants.

Tha financial statemants an pages 27 to 96 wers approved by the Board of Directors on 19 February 2019 and signed on its bahalf by:

J Fleurant
Director
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Financial Statements

HSBC Bank plc statement of cash flows
for the year ended 31 December

2018 2017
Em Em
Profit before tax 1,699 & B8
Al for non-cash itema
_Daprecintion, smaortisston ond impesmant of stangible essate 238 50
Mat par from imeebng actanties {24y [OE)
Gan on deposs| of subdsdiaries, busnassss, Sepocmbis Snd Fant vaniuns —_ 5k ]
Change w1 expeated aredf beses gross of moowenes and other ched? impaismant changes 294 AR,
Loan mmpainmant loeses gross of moovenes and othar ared & nek provasons 178 B
Proviona incheding panaions 113 kil
Snmng-basad poyman T axpanes T4 L)
Cahar mon-cosh deene included in peold balors oy 25 17
Ebrnnnton of axchorgs Sifaranses’ {1,578) BB
Changes in oparating assets and Eabilities {2,055) BE18
= ghangs in net trading securias and devetves 7,880 (1 a26]
= changa i losne and sdvances to benles snd customars {4,001 [R5
= changs in mwveres rapurchnge agresmants = non4rodng {180 (10,418
= change i finsmcinl sesets damgnsted snd othorwess msndatoriy messured ot fair vale {2,032 -
= ghnnga i gthar assats {2 e
- ghangs o dedoeds by Banks and cuElomar Boo0 U E 1471715
- ghangs m mpurchass agraaments - non-tradeg A7 19,60
= ghangs w dabt sacurhas o sEua 12,977 e
= ghange m firanoml hebiltws desgnated ot far wluae 2.1 =2F
= ehangs i oth Tnt e 5,063 [1.Emb}
- gontnbubons peid 1o delned benelit plane 2 [Frckd
-t paid {37 I:E'I¢5|
MNat cash from cperating sctivities {1,440} 10,221
- puschogs of fnancal eetmants 1t E24)
= proceeds from tha sske snd metunty of financisl mmstmants 17,303 28,534

= mnat oash flows froem Bha purchess and sals of property, plent snd squipmant {*
= mat investmant i intenghbls aesets [Fa
= nat cash outliiow from scquistion of busnasses and subsdisnas -
= nat cosh flow on dispossl of subsdigras, business, resocietes and joint ventures ﬂ._?
Mat cazh from investing activitiss 135,.658)
- g of ordriary shane cepdal and othar aqudy wetumants Bl
- subitrdiated loan caprnl wmeed” 12,274
- subordwated loan capfal tpasd” (12,72
= funde rscanad from tha sharsholdar of tha parant compeny 3512 1,081
— drngends pad 1o sharsholders of B porent company [ [1.:58)
Mat eash frem financing activities {9, 168) 8536
{45, 464)
106,067
alr
60,420
40,657
342

HEEL|
=76
It

£39
16264

10,087
1,06

Mat [decreaselincrasss in cash and cazh equivalents 36 260
Cagh and cesh agumalents ol 1 Jen J0.344
Exchange differance n respect of cosh and cosh agusmlents 4%
Cash and cash squivalents st 31 Dec 105,067
Cash and cash squivalents comprise of:

= cpsh and baloncan 8 canitrel bonks B ,050
= itmis 0 the course of collacton from othar banka 1,407
= loarig and advences to benks of one month o b 3,764 i I5E
- Favaiis mpurchass agraarment with banke of ore manth or loss a8.829 [
= trat sty tolls, athar tnlle snd cart ifioates of dopost kes than threa marthe 6,811 12,645
- lasd ame N B courss of trenemeeion Lo othar banks {83} [Enny
Cash and cash equivalents at 31 Dec 60,420 106,067
! mmﬁ;nmmmmmmmw tunbanca Sha6d SonAn i o v age ranig. T i ool ot o0 & debyeling B, 05 Gl GAnoo! b okt walheln
LW R Raran sl

2 Seborda b bt chavies Sring B e Sve alinlutibie i ash fows oo marancs (012 20 (2018 £90,067m)i and rapaymant (0512 FaGim OV B0, 085 i) of securitess
aemmm Bk ST T B SR AT NOA-CREY SRR AT ARG TN e bl Rl Y ANROD I A e (100 (300 EF T A and e i paaadioas)
{Ef Do | " ESudenf]

Interest recaived was £6.328m (2017 £7,498m), interest paid was £2,304m (2017 £1,634m) and drvidends received was £205m (2017:
£1,294m).
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HSBC Bank plc statement of changes in equity
for the year ended 31 Decembear

Other reserves
Called wp
‘shara
enpital and Other Fnancinl  Cash flow Foreign ,.,,,.;‘;_."? Tow
whare gty Retained FYOC] trediging sxchange gp reserve  Ehereholders”
premium  inatruments anrnings FEIBrVE re3srve reserve {GHRERY aquity
£m £m Em £m £m £m £m Em
At 31 Dec 2017 7a7 T 33,845 180 {18} 105 - 38,700
Impect on trensitson to IFAS 9 - - 227 {1635 - - - (a0
At 1 Jan 2018° 787 3.8 33618 27 {18} 105 - 38,310
Profit Tor tha yaar —_ - 1411 —_ - —_ - 1411
Othar comprafandyd noome [net of e - - 3 a3 {58} 25 - 483
= dibt metruments al fair valus through other G‘J ,:J
oomprahanEne iNgoma — - - — - - i
- @ity nprruments deggnated ot el veles
rough alfar comprabsbng maoms - L - - - - a6
- = - - {58} = - {58y
casegninted ot fair vakie due 1o movsemant n
own cradit e = - 35 - = = —. 364
- mmessuremant of dafemd banaft sssetf
linbilmy” - - 179 - - - - 179
- gxchange dilerences - - — - - (25| - (25K
Tatal comprehensive incomae for the
period - - 1,954 33 {58) 25 - 1904
Copinl sacuntis mpuad dunng tha palnu' a= a8 - - - - 818
Divicenadn to sharahalderd® - - (13,044) - - - - (13,0a4)
Trenalend® - {2,196} - - - - - {2,1986)
Mat impact of sguity-settlad shwrs -bassd
phymants - - 12 - - - - 12
Copital comnbumion’ - - 3,377 - - - - 3,377
Changs o Busfses Som bmabads and ot
movamants v = 75 21 = = = a8
Toa o itams tnken disgctly 1o eouty - - 41 - - - - a1
Groug reorporeesteon resene :_"’.-‘:Fl?’lln - - - tl:] 28 - @..l-lﬂ {5,223}
At 31 Dec 2018 747 2,800 26,033 77 {47} B0 [5.240 24,085
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Financial Statements

HSBC Bank plc statement of changes in equity (continued)
for the year ended 31 December

Ohar rasanms
il Toml
Owar Aiciatss- - i Fonaign shar-
Called up Shade aquy Regtaned  Sak fairvalua hedping weshanps nokdges”
shans capital T T g T e TaEYE rsB e AUty
Em Em £in [iq] Em £m [] £m
A1 Jan 2017 ray 20,7133 a3 8,007 218 137 ] 4,746
Prof & for tha year - = - 2 RER i 3k i FIE
Drthar comprehanang ancoma fnat of tem) - - - 1.841 FFE] | Y65} o 1,480
= Ayailabls-fo-gals rivaEtmants - - - - 1w} - - 128
- cnsh flow hadpes - - - - - i - [1&ha)
= remasgramiant of defined banefit sy
Amhdity - - - 1,720 - - - 1,780
- chanpss n foo vale of (nancsl iabilves
dasigneted at fair value dus to movamant in
o ceadd fipk - - - 1145 - - - R
- axehengs diffenances and othar - - - - - - = 2
Total comprabardng incoma for the yasr from
oantrued cparations - - - 42065 128 (155} v 4,055
Diwsdancs to shereholdars - - — vl - - - [CEF T
Deatribution i epecis of HEBEC Benk A S ¥ = - - |43E] - - - [&BE}
Nat imgeat of aquity-sattied share-basad
DEVITHANTS - - - [20] - - - 20y
Trarsdae of ghan premum 10 ftoned an:nrﬂmm = [20.733) - 20,733 - = — -
Changs n busneis combnatong
and oihad movemants - - - 1252 - - = 1,858
T on itema takin dirsathy b0 soity - = = & = - = ]
A3 Dac 2017 T - 3,78 pei e ) 1820 | 18} 106 8, 200

Batyoces 3! 1 Janwary 2315 fave Badn prapansd i Seoondance with scaouniing polcess rabersd o on page 37, 31 Decambar 2017 bafiocss fave mod boan represantod.

A 1 Sanany SOTE, ohe GiaiEee CHAnged &7 e vEhee SeabTatln 1o CARNG AS A O Ao rrak of nancaal B daes ohen nahed 37w vl s A Boas of ER0em

A JCHrdH g S Ese @5 # rast of Bho remerrareTant of Ha oeived’ banaft penno obigaion of the MEBC Bank LK) Fenson Schema. Refar io iols § for frihor clstads.
HEHE Bavak ks rised Saonal i T cabei! dminiardns of fF 15 to HEEC Hokimg s ol m Manch 2075 Sea ot 25 o fariher g

T afnciandf o siharafolzens snckrales & 12 000m aivesiand obetrie ted' io MESEC Holahogs oo i iy 5515 0 capdades HSEC UK Eank plo. Sae Mote 3 & further datadly of e
flmunng F, Gefdnn aRsiokdd paid 1o bl

HEBC Exnk ol ot ed ban s3Btonal oo T oapdal insimants of £2, Ti6m b0 HEEC UK Bsak piz in iy 2015,

HERC Meldings pis snpected T, S00m of SETT capital into MERC Bank ol dtaning Mavch 2018 Thars was no noey msmancs of shans capta i Eacianbar 2008 MORS DK Molings L1of
gt £, 47 of CETT capetal wpn HEEC Bank flz Thara Wes 20 Mo’ Seurioh o Shane i

e G ceng Fecrpansation rasanss CENR' of £5 2m s a0 sccoumieg rasav, wivch radafes prensdy o e recngniden of poociesll (2 28] and the panson swal ned of okeferel fax
(A FREeA, gy froee The sing -fancing srpdaraiaitn. Tha GRIF doas po dorm pavt of ragoliiory capstal For further datals raer to Nops 58

F Tha gepirabebon m-spac of HEEC Bank A5, coimprens of tha reirn of cost of swesimaint &9 HEEC Bank A 5,
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MNotes on the Financial Statements

1 Basis of preparation and significant accounting policies

1.1 Basis of preparation
{a) Compliance with International Financial Reporting Standards

Tha consolidated financial statements of the group and the zeparate financial statements of HSBC Bank plc have bean prapared in
accordance with International Financial Reporting Standards ((IFRSs') as iszued by the Intarnational Accounting Standards Board ('JASE'),
including interpretations issued by the IFRS Interpretations Committee, and as endorsed by the European Unien {'EU’). At

31 Dacambar 2018, thare were no unandorsed ctandards affective for the year anded 31 December 2018 affacting theze cenzelidatad
and separate financial etatemeants, and the group’s application of IFRSs resuliz in no differences batwean IFRSs at izued by the LASE
and IFRSs as endorsad by the EU.

Standards adopted during the year ended 31 Decambar 2018

Tha group haz adopted tha requiremeants of IFRS 9 “Financial Instruments’ from 1 January 2018, with tha axception of the provizsions
ralating 1o the presentation of gains and losses on financial liabilities designated at fair value, which were adopted from 1 January 2017
Thig includes the adoption of "Prepayment Features with Magative Compansatien ("Amendmeants to IFRS 9') which iz affective fer annual
parisds baginning on or after 1 January 20159 with aarly adoption parmitted. The affact of e adoption iz not concidared to ba
significant. IFRS 9 includes an accounting policy cheice to reamain with 1AS 39 hedge accounting, which H5BC has axercised. Tha
elassification and massurament, and impairmant requiremants are applisd retrozpeactivaly by adjusting the opening balanse cheet at the
date of initial application. As permitted by the transitional requirements of IFRS 9, comparatives have not been restated. Adoption
reduced nat ascats at 1 January 2018 by £532m az cat out in MNote 34,

In addition, the group has adopted the requiremants of IFRS 15 "Revenue from contracts with customers’ and a number of interpretations
and amandments to standards, which have had an insignificant effact on the consolidated financial statermants of the group and the
saparate financial statemeants of HSBC Bank ple.

IFRS 8 wransitional requiraments

The transitional requirements of IFRS 9 nacessitated a review of the designation of financial instruments at fair value. IFRS 3 requires that
tha designation is revokad whera thare iz no longer an accounting mismatch at 1 January 2018 and parmits designations to ba revoked
or additienal designations created at 1 January 2018 if there are accounting mismatches a1 that date. As a result:

* fair value designations for financial lmbilities ware revoked where the accounting mismatch no longar exists, as requirad by IFRS 9;
and

* fair value decignations were revoked for certain long-dated securities wheara aceounting mismatches continue 1o exit, but whera
HSBC has revokad the designation as parmitted by IFRS 9 since it will batter mitigate the accounting mismatch by undertaking fair
valua hadge accounting. The racults of thesa ehangas ara includad in tha reconciliatieon zat out in Note 34.

Changes in accounting policy

While not necessarily required by the adeption of IFRS 5, the fallowing voluntary changes in accounting policy and presentation were
made as a result of reviews carmed out in conjunction with its adoption. The effect of presentational changes at 1 January 2018
includad in the reconciliation zet out in Note 34 and comparatives have not baan restated.

+ We conzidered market practices for the presentation of certain financial labilties which contain both deposit and derivative
componantz. We concluded that it would be appropriate 1o change the accounting pelicy and prezentation of ‘trading custemear
sccounts and ather dabt sacurties in izzus’ 1o batter align with the prezemation of similar financial instruments by pears. This would
therafora providea more relavant infarmation about the effect of thesa financial fiabilitiez on our financial position and performance. As
o rasult, rather than being classified as held for trading, we will designate these financial liabilties as at fair valus through profit or loss
since they are managed and their performance evaluated on a fair value basiz. A further consequence of thiz change in presentation is
that the effects of changes in the liabiltias’ cradit nsk will be presented m "Other comprahensive meoma’ with the ramaining effect
prasantaed in profit or loss in accordance with group accounting policy adopted in 2017 {fellowing the adoption of the raquiremants in
IFRS 9 ralating to the presentation of gaing and loszes on financial liabilities designated at fair value).

* Cazh collateral, margin and settlemant accounts have beean reclassified from Trading assets’ and 'Loans and advances to banks and
customars’ to ‘Prepaymants, accruad income and othar aseats’ and from ‘Trading liabilitias’ and 'Deposits by banks" and "Custamer
accounts’ to ‘Accrualz, deferrad income and other liabilities”. The change in prazentation for financial aszets i in accordance with
IFRS 9 and the change in presentation for financial lmbilties is considered to provide more relevant information, given the change in
prazantation for the financial ascets. The change in presantation for financial liabilities has had no affect on the meacsuremeant of thece
items and therafore on ratained sarnings or profit for any persod,

* Cartain stock borrowing assets have been reclassified from 'Loans and advances to banks and customers” to "Trading assets’. The
changea in measurameant it a result of the determination of the global business modal for thie activity and will align the prazentation
throughout HSBC Group.

* Priorte 2018, foreign axchange exposura on soma financial instruments designated at fair value was presented in the sama lina in the
income statameant as the underlying fair value movement on thase instruments. In 2018, we have grouped the precemation of the
antire affect of foreign axchange expesure in profit or kass and presented it within ‘Net inceme from financial ingtruments hald for
trading or managed on a fair valua baciz’. Comparative data hat bean ra-prezentad.

(b} Separation of the Ring-fenced bank

In order to mest HSBC Holdings ple's UK nng-fencing obligations in accordance with the LK Banking Reform Act, on 1 July 2013, HSEC
Bank plz's UK Retail and SME operations ware legally separatad inte a ring-fenced bank, HSBC UK Eank plc. This legal saparation
rezultad in the split of the ring-fenced businezses in sccordance with the application made to the High Court. The transiar of the vanaus
aszats and liabilities making up the ring-fenced bank followed a variety of lagal mechanizms {the most significant machanizm being a
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Motes on the Financial Statements

transfer under Part V1l of the Financa | Services and Markets Act 2000}, Further information i s81 out in Note 35 Discontinued
oparations.

Tha separation rasults in the craation of an equity razerva usaed to recognise the distribution of equity reserves associated with the ring-
fenced busineszes which ara noticnally transfarred from HSBC Bank plc. It reflects the distribution of nat assets or OCI rezerves which
wara not companzated for threugh cazh or high quality liquid aczets.

(e} Future accounting developments
Minor amendmaents to IFRSs

The LASE publizhed a numbar of miner amendmeantz 1o IFRS: which are affective from 1 January 2019, some of which have bean
esndorsed for uge in the EU. The group axpects thay will have an inzignificant effect, when adoepted, on the conselidated financial
ctatermants of the greup and tha ceparate finaneial statemants of HSBC Bank ple.

Major new IFRSs

The IASE has published IFRS 16 ‘Leases’ and IFRS 17 'Insurance Contracts’. IFRS 16 has been endorsed for use in the EU and IFRS 17
has not yat bean endorsad | In addition, an amendment to 1AS 12 “Incomea Taxes’ has not yet bean endorsed.

IFRS 16 'Leazes”

IFRS 16 ‘Leases’ has an effactive date for annual parieds beginning on or after 1 January 2019, IFRS 16 results in lassess accounting for
maoct leazas within the scopa of the ctandard in & manner zimilar to the way in which financa laazes ara cumantly accounted for undar
145 17 'Leazez’. Lescees will recognice a right of use {'ROL') aszet and a correcponding financial liability on tha balance sheat. Tha aszat
will be amortized over the kength of the lease, and the financial liability measured at amortised cost. Lessor accounting remains
substantially the same as under 145 17, Ar 1 January 2019, HSBC Group expects to adopt the standard using a modified retrospective
approach where the cumulative effect of initially applying it is recognised a5 an adjustment 1o the opening balance of retained sarnings
and comparatives ara not restated. The implamantation is axpacted to increaze azcets by approximately £0.5bn in the group (£0.8bn in
the separate financial statements of HSBC Bank plc) and increase liabilities by the same amounts with ne effect on net assets or retained
sarnings.

IFRS 17 Uncurance Contracts’

IFRS 17 “lnsurance Contracts’ was issued in May 2017, and satz cut the requiremeants that an antily should apply in accounting for
insurance contracls it issues and reinsurance centracts it holds. IFRS17 iz currently affective from 1 Jenuary 2021. However, the IASE iz
concidaring delaying tha mandatory implamentation date by ona year and may make additional ehanges te the standard. The group i in
tha process of implementing IFRS17. Industry practice and intarpretation of the standard are still developing and there may ba changes
1o it, therefore tha Bkely impact of its implameantation remains uncansin,

Amendment to FAS 12 “Ihcome Taxes”

An amendment to 1AS 12 was issued in December 2017 as part of the annual imprevement cycle. The amendment clanfies that an entity
chould recognize the tax consequences of dividands in the cama place whara the tranzactions or evants that ganerated the distributabla
prafits are recognized, This amendmant is effective for the annual pericds beginning on or after 1 January 2019 and iz applied to the
incomea tax consaquencas of distributions recognized on or after the beaginning of the earliest cemparative period. Az a result of its
application, the income tax consaquences of distributions on certain capital securities classified as equity will be presented in profit ar
lozs rather than directly in equity. |f the amendment had baen apphed in 2018 the impact for the vear anded 31 Decomber 2018 would
have bean £49m incraace in profit after tax (2017: £55m) with no affect on aquity.

(d) Foreign currencies

The functional currency of the bank iz sterling, which iz aleo the presentational currency of the conzolidated financial statemante of tha
group.

Trancactions in foraign currancies ara recorded at the rate of axchangas on the data of the tranzaction. Aszetz and liabiltiez denaminated
in foraign currencias are translated at the rate of exchange at the balance sheet date axcapt non-monatary assets and liabilities measurad
at historical cogt, which ara translated using the rate of axchange at the initial transaction data. Exchanga differences are included in
other comprehensive income or in the income statement depending on where the gain or less on the underlying item is recognised.

In tha consolidatad financial statermants, the assets, liabilities and resubts of foreign cperations, whose functional currency is not sterling,
ara translatad into the group’s prezentation currency at the reporting date. Exchange differances arizing are recognized in othar
cemprehensive income. On disposal of a foreign operation, exchange differences previeusly recognised in other comprehensive income
are raclassified to the income statemeant.

(#) Presentation of information
Cartain dicclosures refquired by IFRS: have baen included in the audited zactions of thiz Annuwal Repert and Aceourts ac follows:
+ zegmantal disclosures are included in the "Strategic Report: Financial Summary’ on pages 10 10 15,

* disclosures concerning the nature and axtent of ricks relating to financial instruments and insurance contracts are included in tha
'Raport of the Directors: Rizk’ on pages 26 to 68;

s capital dicclosures are includad in the ‘Report of the Directors: Capital® on pages 6910 70; and
+ disclosures relating to HSBC s securitization activities and structured products are included in the ‘Report of the Directors: Risk’ on
pages 54 and 55

= in publizhing the parant company financial ctatements togather with the group financial statemants, the bank has taken advantage of
the exem ptien in section 408{Z) of the Companies Act 2006 not to present its individual income statement and related nates.

(fi  Critical accounting estimates and judgements

The praparation of financial information requires the use of estimates and judgements about future conditions. In view of the inharant
uncartaintiss and tha high level of subjectivity invalved in the recognition or meazurament of items highlightad az the

critical accounting estimates and judgaments in section 1.2 balow, it is poszible that the outcomes in the next financial year could diffar
from thooe on which managermaeant’s astimates ara based. Thiz could rezult in materially different aztirmates and judgemeants from thooe
reached by managemant for the purposes of the these financial statements. Managament’s selection of the group's accounting policies
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that contain critical estimates and judgemants reflects the matermiity of the tems to which the policies are applied and the high degres
of udgameant and astimation uncerainty invelvad.

(g} Segmental analysis

HSEC Bank ple's chiaf oparating dacision makar iz the group Chiaf Exacutiva, supported by the group Exacutive Committas, and
operating sagmaents are reported in 3 manner consistent with the internal reporting provided to the group Chiaf Executive and the group
Exscutive Committes,

Measurement of sagmental azzets, Imbilities, income and expenses iz in accordance with the bank’s accounting policies. Segmaental
incoma and expanses include transfers batween segments and these transfers are conducted at arm’s length. Shared costs are

included in segments on the bacic of the actual recharges made.

The types of products and services fram which sach reportable segment derives its revenus are discussad in the ‘Strategic Report =
Products and services'.

(h} Going concern

The financial statements are prapared on a going concemn basis, as the Directors are satizfied that the group and bank have the
resources 1o continue in business for the foresesable future. In making this assessment, the Directors have considared a wide range of
infarmation ralating to present and futura conditions, including future projections of profitakility, cazh flows and capital resources.

1.2 Summary of significant accounting policies

(a) Consolidation and related policies

Investments in subsidianes

VWhera an antity iz governad by voting nghts, the group consolidates when o holds - directly or indirectly - the necescary voling rights to
pass resclutions by tha governing body. In all othar cases, the aszezsment of contrel is more complax and requires judgement of othar
factors, including having exposure to variability of returns, power to direct relevant activities and whether power is held as agent or
principal.

Businasz combinations are accounted for using the acquisition mathod. The amount of nen-controlling interest iz measurad aeithar at fair
value or at the non-centrelling interest’s proporticnate share of the acquires’s identifiable net assets.

Tha bank’s investments in subszidiaries are stated at cost less impairment losses.

Critical sceounting estimatas and fudgemants

InveRTmants in subsdieies are tested for IMpanment when thare k& a1 indication that the Investment may be Impaired Impaifment Baing invalves
signinicant judgament in detarmining the vakie n use WD), and i paroculsr esumanng e prasant values of chsh fows expectad 10 ansa from
continuing 1o kold the investment and the rates uesd 10 digzount these cash flows

Goodwill

Goodwill iz allocated to cash-generating units {('CGLUz") for the purpese of impairmaent tasting, which iz undertaken at the lowest laval at
which goodwill is monitored for internal management purposes. The group's CGUs are based on global businesses. Impasrment testing is
perfermed once a year, or whenaver there is an indication of impairment, by comparing the recoverable amount of a CGU with it
CAFTYING amaunt.

Goodwill is mcluded in a disposal group if the deposal group iz a CGU te which gosdwill has been allocated or it is an operation within
such a CGU. The amount of goodwill included in a dspesal group i measured on the basis of the relative values of the operation
dizpozed of and the partion of tha CGU retained,

Crivigal pocounting estimates and fudgements

The tewserwr of goodwill for im pairment reflects management’s best estmate of the future cash flows of the CGUs and the rates used 1o diecount these cash

flows, both of which are subject to uncertain ectors as fllows

s The futurs cosh fliows of the COUs are sensitve 1o the cosh flows progcied for the penods for which detwled forécasts afe svailable and to assumptons
regarding the long-term pattern of sustainable cash flows thereafter Forecasts are compared with actual performance and venfmble economic date, but
thay reflect management's view of future busness prospects at the tme of the ossessmant,

» The rtes used W desbount future expected cash flows can have a ssgmihcant affect on thei valudton and aré based on the costs of copasl neggned 10
indiveduml COUs. The costof capital percentags is generally derved from B capital msast pricing mode, which imcorporates mputs refiecting a number of
finencinl snd economic vmmbies, including the rigk-free interest rate in the country concerned and @ premium for the risk of the bugness baing
evalunted These varisbles are subject to fluctuations i extirnal market rabes and economic conditons beyond management’'s contral. Thay ong the refore
aubject to uncerminty and require the exarciss of aignificant judgament

The accurscy of forecest cash fiows is subject 1o & high degres of uncerteinty i volatike market conditions, In Such circumMSRNCeS, MBnNaQEMent retests

goodwill for impairment mone frequently thin once 8 year when indicotors of impairment exist Thes ensures that the sssumptions on which e cash flow

forecass e baged contnue © reflect curment market conditons and management's best savmate of futue busneas prospects

Greup sponsered structured entities

The group ic conciderad to sponsor ancthar entity if, in addition 1o ongoing invelvemeant with the antity, it had a key role in establishing
that entity or in bringing togathar relevant countarparties o the transaction that iz the purposa of the antity could cccur. The group iz
ganarally not considared a spensor if the enly invalvermnent with the entity iz marely administrativa.

lntarastz in sssociates and foirt arrangerments

Jeint arrangements are investments in which the group, together with one or more parties, has jeint centrol. Depending on the group’s
rightz and obligations, the joint arrangament iz classified az either a joint oparation or a joint vantura. Tha group classifies investmants in
entities ovar whizh it haz significant influsnce, and that ara aeither subsidiaries nof jeint AFFANGEMANntS, A% S250CIBTAZ,

The group recognizes As share of the assets, labilities and results in a gint operation. Investments in associates and interests in joint
vaniures are recognized using the aquity meathod. The attributable share of the reculis and rezarves of joint vantures and ascociates are
includad in the consolidated financial stataments of the group bazed on aithar financial stataments made up to 31 December or pro-rated
ameounts adjustad for any material tranzactions or evants occurring batwean the data the financial staterments are available and

31 Dacembar.
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MNotes on the Financial Statements

Investments in associates and joint ventures are assessed at each reporting date and tested for impairment when there is an indication
that the invectriant may ba impaired. Goodwill on acquisition of intarazts in jeint vantures and aczoeiates ic not tectad separataly for
impairmant, but ic assessed as part of the carrying amaunt of the investment.

(b} Income and expence
Oparating income
Interest income and SXoENsE

Interest income and expansa for all financial instruments, excluding those classified as held for trading or designatad at fair value, are
recognizad in ‘Interest income’ and 'Intarast axpenss’ in the incoma statemeant vsing the affactive intérast mathod. Howaver, 82 an
axcaption 1o thig, intarest on dabt securities isued by the group that are designated under the fair value aption and derivatives managad
in cenjunction with those dabt cecurities i ineluded in interast axpanca.

Intarast an cradit-impaicad financial assets i recogniced using the rate of intarest used to discount the future cash flows for the purpose
of measuring the impairmeant lozs.

Non-inrarast Income and SEDSNSE

Tha graup ganaratas fae income from sarvices provided at a fixed price ovar time, such as account servica and card feaz, or whean the
group dalivers a specific transaction at a point in time, such as broking services and importfexport sanvices. With the axception of certain
fund management and perfarmance feas, all other fees are generated at a fived price. Fund management and performance fees can be
wvariable depending on the size of the customer portfolic and HSBC's performance as fund manager, Variable fees are recognized when
all uncartainties ara rasalvad. Faa income iz ganarally sarned from short-term centractz with payment tarme that de not includa a
significant financing componant.

Tha group acts as principal in the majority of contracts with customers, with the exception of broking sarvices. For most brokeraga
tradaz, tha group acts as agant in the tranzaction and recognices braking imcame nat of fees payable 1o ather partias in the arrangamant.

The group récegnises fees earned on transaction-based arangements at a peint in time when wa havae fully provided the service to the
customer. VWheara the contract requiras servicas 1o be provided over time, incomae iz recognized on a systamatic basiz over the life of the
agreamant,

Whare the group offers a package of services that contains multiple non-distinct performance obligations, such as those included in
secount service packages, the promized sarvices are treated as & cingle performance obligation. If a package of cervice:z containg distingt
parformance obligations, such as thoze including both account and insurance services, the correspending transaction price is allocated
to each parformance cbligation bazed on tha estimated stand-alona selling prices.

Dividend incomea iz racognised whan the right to receive payment is establiched, Thiz iz the ax-dividend date for listed aquity securitias,
and uzually the date whan zharehcldars approve tha dividend for unlisted aquity securities.

Met income/{iaxpense) from financial instruments measured at fair value through profit or loss includes the following:

= 'Mat income from financial instruments hald for trading or managed on a fair value baziz”: Thiz comprizes net trading incoma, which
includes all gains and losses from changes in the fair value of financial asseis and financial liabilities held for trading, together with the
ralated interazt income, expanze and dividends. It alzo includes all gains and losses frem changeas in the fair value of darivatives that
are managed in conjunction with financial azsets and Babilties messured a1 fair value through profit oF loss,

+ 'Met incomefexpensze) from assets and habilities of insurance busmesses, including related denvatives, measured at fair value through
profit or logs”: Thiz includes interast incoma, interast expanse and dividand income in respect of financial aszetz and liabilities
measured at fair value through profd or less; and those dervatives managed in conjunction with the above that can be separately
idantifiable from other trading derivatives.

* 'Changes in fair value of long-term debt and related derivatives”: Intersst paid on the axternal long-term debt and interest cach flows
on ralated derfvatives iz presented in interast expanze.

* ‘Changes in fair value of other financial instrumants mandatority measured at fair value through profit or loss’: This mcludes interast
on instruments that fail the solely payments of principal and interest ("SPPI') test, see (d] below

The accounting policies for insurance pramium income are disclosed in MNote 1.2{j).

(e} Valuation of financial instruments

All financial instruments are intially recognisad at fair value, Fair value is the price that would be received to sell an asset or paid to
tranzher a liability in an orderly tranzaction batwean market participanis a1 the maasuremeant date, The fair value of a financial instrumant
on initial recognition is generally its transaction price (that is, the fair value of the consideration given or receivad), However, if there is a
diffarance betwean tha tranzaction price and the fair value of financial instrumentz whosza fair value iz bazed en a quotad price in an
active market or a valuation technique that uses only data from obsarvable markets, the group recognises the difference as a trading gain
or loss at incaption {a "day 1 gain or loss’). In all othar cases, the antire day 1 gain or loss is deferred and recognised in tha income
statemant aver the lifa of the transaction sither until the transaction matures or iz clozed out or the valuation inputs bacoma obzarvable

The fair value of financial instruments iz generally measured on an individual basis. However, in cazes where the group manages a group
of financial assats and habilities according to Mz net market or credit rick exposure, the fair value of the group of financial instruments iz
measured ona net basis but the underlying financil assets and lmbilities are prasentad ceparately in tha financial statemants, unless
thay zaticfy the IFRS offzetting criteria. Financial instrurments ara claszifiad into one of threa fair value hisrarchy lavels, dezcribed in Note
11, ‘Farr values of financial instruments carried at fair'.

Critigall sccounting estimates and judgernents

The magonity of valuaton technigues amploy only obsanvabie market deta. Howewer, certain fmancisl ingrumants are classifed on the bass of valuauon
techniques that featurs ope or more significant market mputs that ane uncbeenvable, and for them the measoremant of fair value i3 more udgemenind. An
INELTUMERT i it enoraty is claseifed =2 valued using sgnificant unobesivabie inputs if, in the opinion of management, greaer than 5% of the insrument's
valuanon & driven by unobssnvable impots. Unobservabla” in thie context means that there 8 linte or no current market dats svedabbs from which 10
datermine the price at which an arm's length transscion woukd e By 1o cccur, It genarmiy doss not mean that these s no date svedlsbie st all upon
wihich 1o bass & detsrminauon of fair velue |eongensus pecng 4o may, fo exampls, bs used)
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{d} Financial instruments measured at amortized cost

Financial azzate that are hald to cellect the contractual each flows and which contain contraciual tarms that give rize on spacified dates
ta cash flows that are solaly payments of principal and intarest are measurad at amortised cost. Such financial assets include most loans
and advances to banks and customers and some debt secunities. In addition, maost financial liabilities are measured a1 amonized cost
The group accounts for regular way amortised cost financial instrumaents using trade date accounting, The carrying value of thase
financial aszets at initial recognition includes any diractly attributable tranzactions costs. If the initial fair value ic lower than the cach
amount advanced, such az in the case of zoma leveraged finance and syndicated lending activities, the difference = deferred and
racognizad over tha life of tha lcan through the recognition of intarest income,

The group may cemmit te undenyriting loanz on fixed contractual tarms for epecified pamode of time, When the loan arizing frem the
lending commitment iz axpectad to ba held for trading, the commitmaeant te lend is recorded as a derivative. When the group intends
1o hald the loan, the lsan commitment iz ineludad in the impairment caleulations set out balow,

Mon-trading reverse repurchase, répurchase and similar sgresmeants

When debi securities are sold subject to a commitment to repurchase them a1 3 predetermined price {'repes'), they remain on the
balance sheet and a lability & recorded in respect of the consideration received. Securitins purchased under commitments to resell
{"ravarza repac’) are not recognicad on the balanca sheet and an asset iz recorded in rezpect of the initial conzidaration paid. Mon-trading
repos and revarse repos are measured at amortised cost. The differance batwean the sale and repurchase price or betwean the purchasze
and rezala price iz treated ac interast and recognized in net interast incoma aver the life of the agreement,

Contracte that are aconamically aquivalant to revarse rape or repa agreaments (such as cales or purchasas of dabt securities antered inta
togathar with total return swaps with the same counterparty} are accountaed for similarly te, and presented togathar with, revarse rapo or
rapo agrasamants.

(e} Financial assets measured at fair value through other comprehensive income

Finanzial azsats hald for a business modal that iz achisved by both callacting contractual cash flows and salling and which contain
contractual tarms that give rize on specified dates to cach flows that are zolely paymantz of principal and intarast are meacured at fair
value threugh other comprahencive incoma {FVOCI'), Thesa comprica primarily debt cecurities, They are recogniced on the trade date
whan HSBC enters into contractual armangements to purchase and are normally derecognized whan thay are either sold or redeemed.
They are subsequently remeasured at fair value and changes therein (sxcept for those relating 1o impairment, interest income and fareign
curranty exchange gains and logses) are recognised in ather comprehensive income until the assets are sold. Upan deposal, the
cumulative gaing or loszes in other comprahancive income are recegnized in the income statement ac 'Gains last losses from financial
instrumants’. Financial assets measured at FVOCI are included in the impairmant calculations set out balow and impairmant is
racognizad in profit or loss.

{fi Equity securities measured at fair value with fair value movements presented in other comprehensive income

The equity securities for which fair value movements are shown in other comprahensive income are business faciltation and other similar
investmants whers HSEC holds the investmants other than to generate a capital return. Gains or losses on the derecognition of theze
equity sacurities ara not transferred to profit or lozs. Othanwize, equity securities ara meacured a1 fair value through profit or loss (excapt
for dividend income which is recognisad in profit or loss).

(g} Finaneial instruments designated at fair value through profit or loss

Financial instrurmants, other than those held for trading, are clagsifiad in this catagory if thay maeet one or more of the critaria sat out
balow and are co designated irrevocably at inception;

* tha usa of the designation removes or cignificantly reduces an aceounting micmatch;

* a group of financial assets and labilties or a group of financial labites = managed and s perfarmance i evaluated on a fair value
basie, in accordance with a documantad rick manageameant or investmeant cirategy; and

+ the financial lmbility contains ane or more non-closely related embedded dervatives

Dezignated financial assetz are recognized when HSEC anters into contracts with countarparties, which iz generally on trade date, and
ara normally darecognised when the rights to the cach flows expira or are transferrad. Dasignated financial linbilities are recognised
when HSBC anters into contracts with counterparties, which iz genarally on settlement date, and are normally derecognized when
wedinguished. Subsequent changes in fair values are recognised in the income statement in ‘Met income from financial instruments held
far trading or managed on a fair value bases” or "Net incomafaxpansa) from aszsets and habilitias of insurance businesses, including
related derivatives, measurad at fair valua through profit or loss”

Undear the abeve eritarion, the main clazzes of financial instrumenis dezignated by HSEC ara:

* Long-term dabt izcues: The intarest and/or foraign exchange axpocure on cartain fixad-rate dabt securities izzued haz bean matched
with the interast and/or foreign exchange sxposure on certain swaps as part of a documented risk managament strategy.

= Financial assets and financial liabilities under wnit-linked and non-dinkad investment contracts: A contract undar which HZEC doses not
accapt significant incurance rizk frem ancther party iz not classified ac an incurance contract, athar than invastment contracts with
dizcrationany participation features ('DPF), but iz accounted for as a financial liability, Customer Babilties under inked and certain
non-linked investmeant contracts iscuad by insurance subsidisrias are determinad baged on the fair value of the azzets hald in the
linked funds. If no fair value designation was made for the related assets, at least some of the assets would otherwise be measured at
aither fair value through cther compraheancive income or amonised cost. The ralated financial azzets and liabilitiez are managed and
reporied to management an a fair value basis. Designation at fair value of the financial assets and related liabilities allows changes in
fair valuas 1o be recorded in the incoma statement and presantad in the same line.

(h} Derivatives

Derivatives are inancial instrumeants that derve thair value from the price of underlying Rems such as equities, intarest ratas or other
indices. Derivatives are recognised initally and are subsequently measured at fair value through prefit or loss, with changes in fair value
ganarally racordad in the income statement. Derivatives ara classified as assets when thair fair value is pocitive or as liabilities whan thair
fair value is negative. Thiz includes embedded dervatives in financial labilties, which are bifurcated from the host contract whan thay
maat the dafinition of a darvative on a stand-alona bazis. Whara the denvatives are managed with debt securities issuad by HSEC that
are designated at fair valus, the contractual intarast i chown in ‘Intarest sxpanza’ together with the interest payable on tha issusd dabt,
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Hedge accounting

When derivatives are not pant of fair value designated relationships, if held for rick managemant purpoces they are decignatad in hedge
accounting ralationships whaera tha required critaria for documantation and hadge affectivenass are met. The group uses these
derivatives or, whera allowed, other non-derivative hedging instruments in fair value hedges, cash flow hedges or hedges of net
investments in foreign operaticns as appropriate to the risk being hedged.

Fair valua hedge

Fair value hedgs accounting doas not changa tha recording of gains and lozses on derivativaz and other hadging instrumants, but reculis
in recognizing changes in tha fair value of the hedged acsets or liabilitiaz attributable 1o the hedged rick that would not ctheanvize be
recegnisad in the income statemant. If a hadge relationship no longar meats the crteria for hedge accounting, hadge accounting is
discontinued; the cumulative adjustment 1o the carrying amaunt of the hedged item ic amortized to the income statement on a
recalculated affective interest rate, unless the hedged item has been derecognized, in which case it is recognised in the mcome
ctatarmeant imrmediataby.

Cash flow hedgea

The affective portion of gains and losses on hadging instrumants iz recognicad in ather comprahansive income; the inaffactive parion of
tha change in fair value of darnvative hedging instruments that are part of a cazh flow hedge relationzhip iz recognizad immadiataly in the
incemae statamant within ‘Met trading income’. The aceumulated gains and losses recognized in ather comprehensive income are
reclassified 1o the incoma statement in the came periads in which the hedged item affects profit or less. When a hedge relationship i
dizcantinuad, or parially dizeontinueed, any cumulativae gain or lozsz recognicad in othar comprahansive income ramaing in aquity until the
foracast transaction & recognized in the income statemant. Whan a forecast transaction is no longer expected to occur, the cumulative
gain or loss pravicusly recognised in othar comprehanzive incoma is immed iately reclassifiad to the income statemant.

et invastment hedge

Hedges of net investmeants i foreign operations are accauntad for In a similar way 1o cash flow hadges, The effective portien of gaing
and logses an the hedging instrument i recognised in other comprehensive income; cther gaing and losses are recognized immediataly
in tha inceme ctatamant. Gaine and lozsas previously recognized in other comprehangive incoma are reclazeified to the incemea ctatamant
on the disposal, or pant disposal, of the foreign cperation.

Derivatives thet do not qualify for hedge accounting

Mon-qualifying hedges are derivatives entered into as econemic hedges of assets and liabilities for which hedge accounting was not
applied.

Critieal sccounting astimatas and judgarments

Az o result of the request recensd by the Finapcal Stabdity Board from the G20, a fundesmental reviews and reform of the major interest rate benchmarks s
underyay aciods te woild's Brgest (mancial markes The process of replacing exsnng benchmark interbank offered rates ['Ibora’ with alternatve rsk free
s [RFRS) is ot different stages, ond s progressing aft différent speeds, scross seversl major jurisdictions, There 15 therefone unotrtmnty s 19 the tming
and the methods of ransibion for many fingncial products sffectsd by thess changes, and whether some existng benchmarks will continue 1o be supponsd
1T SO WY

Az a result of these developments, significant accounting udgement s invobeed m determining whather certain hedges accountng relationships that hedps
the varmbiling of cosh flows and interest e rigk due 10 changes in Ibars contnue 1o qualfy for hedge scoounting a2 at 31 December 2018 Mansgement's
Judgemaent & that those exsting hedge accountng relabonships contnue (o be suppodted ot the 2018 year-end. Even though theie ore plans o repince those
roies with sconomically similor rates based on naw AFRs ovér the naext fine years, thens i3 widespread continued relilnce on Ibors in market priceng sirectures
for long term products with matunites over hadging horeons that extend beyond the mescales for repasing lbors. In addinon, thers i a cuifent absenos of
term structures based on the new AFRS. This judgement will be kept under review in the future os markets tosed on the new RFAS dewvelop, taking info
considernton any specific accounting guidance that may be diveloped o dealwith these unususd circumstances. The IASE has commeénced the dut prooess
far providing clanficaton on how the guidsnes o hadge aocounting in IAS 38 Finsacisd Ingtruments. Recognibon and Mesguremant” snd IFRS B ' Financisl
ingtrumants’ shoukd be applied in these circumsianoes, whach wane not contemplated when the stendards were published

(i} Impairment of amortized eoct and FVOCI financial assets

Expected credit losses are recognised for loans and advances to banks and customers, non-trading reverse repurchase agreemants, ather
financial assets held at amertized cost, debt instrumants measurad at FVOCI, and cartain loan commitments and financial guarantaa
contracts, At initial recognition, allowance (or provision in the cace of some loan commitments and financial guarantees) is required for
ECL rezulting from default events that are possible within the next 12 months, or lass, whera the remaining life iz less than 12 months,
{"12-menth ECL'). In the event of a significant increace in credit rizk, allowanca (or provizion) iz required for ECL rezsulting from all possibla
default events over the expected life of the financial instrument {‘lifetime ECL'). Financial assats where 12-month ECL iz recognisad are
considerad to ba “stage 1°; financial aszets which are considered to have expernanced a significant increase in cradit risk are in 'stage 27,
and financial assats for which thare is objsctive svidance of impairment so are considerad to be in default or otherwize credit impaired
ara in ‘stage 3. Purchazed or eriginated credit-impaired financial azsets (*POCI") are treatad differantly az set cut balow.

Cradit impaired (stage 3)

The group determines that a financial instrument i credit impaired and in stage 3 by concidering relevant objective evidence, primarily
whathar:

= contractual paymeants of aithar principal or intarast ara past dua for mora than 90 daye;

= thara ara cthar indications that tha borrowar iz unlikeby to pay, such as when a concazzion has baen granted to the borrewar for
sconemic or legal masens relating to the borrower's financal condition; and

* the loan is otherwize considered 1o be in defauli.

If cuch unlikelinezs 1o pay iz not identified st an earlier stage, it ic deemed to oceur whan an exposzure iz 90 days pacst due, aven whare

regulatory rules parmit defaull to be defined bazed on 180 daye past due. Therefors the definitions of credit impaired and default are
aligned as far az possible so that stage 3 reprasents all loans thet are considarad defavited or otherwise cradit impaired.

Intarest income is recognised by applying the affective interest rate 1o the amornized cost amount, e, gross carmying amount lass
ECL allowance.
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Write-off

Financial azzate (and the ralated impairment allowancas) are normally written off, aither panially or in full, when there iz no realistic
prospact of racovary. Whare loans are sacurad, this is ganerally aftar racaeipt of any proceads from the realisation of security. In
circumstances where the net reahizable value of any collateral has been determined and there i no reasonable expectation of further
recovary, wiite-off may be earlier.

Rensgotiation

Loans ara identifiad ac ranegatiated and clazcified as cradit impairad whan we modify the contractual paymeant tarme dua to signifieant
cradit distrezz of the borrewear. Renegotiatad loans remain classified as eradit impaired until thera i sufficient avidence 1o demonstrate a
significant reduction in the risk of non-payment of future cash flows and retain the designation of renagotiated untidl maturity or
derecognition.

A loan that is ranegotiated iz derecognized if the existing agreament i cancallad and a new agreament = made on substantially different
termz or if the tarms of an existing agreamant ara modified such that tha renegotiated lean iz a substantially differant financial
instrument. Any new loans that anse following derecognition events in these circumstances are considered to be POC! and will continue
to be dizclosed az renagotmted loans.

Chher than originated cradit-impaired kbans, all othar medified koans could be transfarred out of stage 3 if they ne lengar exhibit any
evidance of being credit impaired and, in the caze of renagotiated loans, there iz sufficent evidence 1o demanstrale a significant
reduction in tha rick of non-payment of future cazh flows, over the minimurm obcarvation peried, and there are no ather indicators of
impairmeant. Thesa leans could ba wrancfarred to stage 1 or 2 baced on the mechanizrm as dezeribad balow by comparing the rick of a
dafault cocurring at the reporting date (basad on the modifiad contractual tarms) and the rizk of a default occurring at initial recognition
:b:c: an the ariginal, unmodified contractual terms). Any amount written off as a result of the modification of contractual terms would
not be reversed.

Loan modifications that are not credit impaired

Loan modifications that are not identified az renegaotisted are conzidared to ba commaercial rastruciuring. Where a eommarcial
restructuring rezulie in a modification (whether lagaliced through an amendmant to the exicting termes or the izsuance of a new loan
contract) such that HSBC s rights to the cash flows undar the original contract hawve expired, the old loan iz derecognised and tha naw
loan iz recognised at fair value, The rights 1o cash flows are generally considered to have expired if the commercial restructure is at
market rates and no payment-ralated concession has been provided.

Significant increase in credit risk (stage 2)

An assassment of whather eradit rick has increscsed cignificantly since initial recognition iz parferrmed at each reporting paried by
considaering the change in the risk of default cccurning over the remaining life of the financial instrumant. The asceszmant axplicitly or
implicitly compares the risk of default occurring at the reporting date compared with that at initial recognition, taking into account
reascnable and supportable information, including information about past events, current conditions and future econamic conditions, The
asseszmient iz unbmsed, probabilty-weighted, and to the extant relavant, uses forward-locking information consistant with that used in
tha meaasurement of ECL. The analyciz of credit rick iz multifactor, The detarmination of whethar a specific facter iz relevant and itz
waight compared with othar factors depends on the type of product, the charactenstics of the financial instrument and the borrower, and
tha geographical ragion. Therafore, it iz not poscible to provide a single set of criteria that will determine what is considered to ba a
significant increase in credit risk and these criteria will differ for different types of lending, panticularly between retail and wholesale,
Howrevar, unlecs identified at an earlier stage, all financial azcatz are deamed to have sufferad a significant increase in credit rizk when 30
days past due. In addition, wholazale loans that are individually azzecced, typically corporate and com mercial custemers, and included
on & watch or waorry list, are includad in stage 2.

Far whalacala portfalioz, the quantitativa comparicon acszsecsas dafault rizk using a lifetime probability of dafault which ancampaczes a
wide range of information including the cbligers customer rick rating ('CRR'), macroeconomic conditien forecasts and credit transition
probabilities. For origination CRRs up to 3.3, significant increase in eredit rick iz measured by comparing the averaga PD for tha
remaming term estimated at orgination with the equivalent estimation at reperting date. The quantitative measure of significance varies
depending on the credit quality at origination as follows:

Origination CRA Significance Trigger - PD %o incresss by
011z 15bps
2133 dlbps

For CRRz greater than 3.3 that are nat impaired, a significant increase in credit nisk is considered to have occurred when the orgination
PD has doubled. The zignificance of changes in PD was informed by expart eradit rick judgement, refarenced to hictoncal eradit
migrations and to relative changes in extarnal market rates.

For loans originated pricr to the implamantation of IFRS 5, tha arigination PD does not include adjusiments to reflact axpactations of
future macreaconamic conditions sinca thaze are net availabls without the usa of hindzight. In the abzance of thic data, erigination PD
must be approximated assuming through-the-cycle (" TTC') PDs and TTC migration probabilities, consistant with the instrumant’s
undarkying modalling approach and the CRR at ongination. For thesa loanz, the quantitative comparizon iz supplemented with additional
CRA deterioration-based thresholds, as set out in the table below:

Additenal significance criterla - Number of CRA grade notches deterioration

Oviginason CRA reqguired 10 [dentity as significam credit deterioration [stage 2} {= or equal wo)
21 b notches

142 4 notches

4351 3 noizhes

52-71 2 notshes

7282 1 motzh

B3 0 notsh

Further informaticn about the 23-grada scale uzad for CAR can be found on page 27.
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For certain perfolios of debt securities where external market ratings are available and gredit ratings are not used in credit rck
managamant, tha dabt cecurities will ba in stage 2 if their eredit rizk increazaes to tha axtent they ara no longer censiderad investmant
grade. Investiment grade iz where the financial instrument has a low nisk of incurning losses, the structure has a strong capacity 10 meet
e contractual cazh flow chligations in the near tarm and advarze changes in sconomic and businezs conditions in the longar term may,
but will not necessanly, reduce the ability of the borrower to fulfil their contractual cash flow obligations.

Far retail portfolios, default rizk is assessed using a reperting date 12-month PD derivad from credit scores, which incorporates all
available information about the custemear, Thiz PD iz adjusted for the effect of macrosconomic forecasts for periods longer than 12
menths and i considered 1o be & reasonabla appraximation of a lifetime PD measure, Retail exposuraes are first segmantad into
homogeneous portfolics, genarally by country, product and brand. Within each portfolio, the stage 2 accounts are defined as aceounts
with an adjusted 12-month FD greater than the average 12-month PD of loans in that portfelio 12 months before they becoma 20 days
past due. The expert credit risk judgement iz that no prier increase in credit rizk iz significant. This portfclio-specific threshold identifies
loans with a PD higher than would be expecied from loans that are perfarming as originally expectad, and higher than what would have
bean accaptable at crigination. [t therefore approximates a comparizon of erigination to reporting date PDs.

Unimpaired and witheout significant increase in credit risk - (stage 1)

ECL rezulting from default evants that are poszible within the nect 12 months ('12-menth ECL') ara recognized for financial instrumants
that remain in stage 1.

Purchazed or originated credit impaired

Financial aszets that are purchased or criginated at a deep discount that reflects the incurred credit losses are considered to be POCH
Thit populatien includeas the recognition of a new financial instrument follewing a renegatiation whare concazsions have been grantad for
scanomic or contractual reasons relating to the borrower's financial difficulty that otherwice would nat have been considered, The
amount of changa-in-lifetirma ECL iz recognized in profit or less until tha POCI iz darecognised, evan if the lifetime ECL ara lecs than the
amount of ECL included in the estimated cash flows on initial recognition.

Movement batwesn stages

Financial aszets can be transferred between the different categones (other than POCI) depending on their ralative increase in credit rizk
zinca initial recognition. Financial instrumants are transferred out of stage 2 if their credit risk iz no longer considerad to be significantly
ingreased since initial recognition based on the assessments described above. Except for ranagotiated loans, financial instruments are
transfarrad out of stage 3 whan they no longer axhibit any evidence of cradit impairment az describad above. Renegotiated loans that are
net POCH will continue to be in stage 3 until there i sufficient evidence to demenstrate a significant reduction in the nsk of nen-paymaent
of futura cash flows, cbsarved over a minimum one-year pencd and thare ara ne other indicators of impairmant. For loans that are
azzecsed for impairment on a portfolio bazis, the evidence typically comprizes a history of paymeant parformance against the onginal or
revigad tarms, as appropriate to the circumstances. For loans that are ascecsed for impairment on an individual basis, all available
avidanca ic acteszed on a case-by-case basis.

Meagsurement of ECL

Tha azcasemeant of credit rick and the ezstimation of ECL are unbiazed and probability-waeightad, and incorporate all availabla information
that is ralevant to the assessment including information about past events, current conditions and reasonable and supportable foracasts
of future svents and economic conditions at the reporiing date. In additien, the estimation of ECL should take inte account the time value
of mansey.

In ganaral, HSBC calculates ECL wsing threa main components, a prebability of default, a loss given defauh ('LGD) and the axposure at
default 'EAD")

Tha 12-month ECL is calculated by multiplying the 12-month PO, LGD and EAD. Lifetime ECL is calculated using the lifetima PD instead.
Tha 12-month and lifetime PDs reprezent the probability of defauk accurring owver the naxt 12 menths and tha remaining maturity of tha
instrumeant respactivaly,

The EAD represents the expected balance at default, taking into account the repayment of principal and interest from the balanca sheet
date to the dafault event tegether with any expected drawdowns of committed facilities, The LGD represents expected losses on the EAD
givan the svent of default, taking inte account, among cther attributes, the mitigating effect of collateral value at the timae it i axpacted
1o ba realized and the time value of money,

HSBC levarages the Basel || IRE framework where possible, with recalibration 1o meet the differing IFRS 9 requiremants as et out in the
follawing table:

Podel Regulatory capital IFRS &
= Throwgh the cycle {represents long-run mrerage PO throughouts = Pointin tme (based on current conditons, adjusted o Wik ino
full economic cyche) necountesumatis of future candibons that will impact PD)
PO * The dafinioon of defauit ncledes & backswop of B0+ days past * [Dafault backstop of B0+ davs past due foe 8l portiolice
due, slthowgh thia has been modified & 180 deys past due for
some portiokos, parbiculacly UK and US morigages
EAD = Cennotbe kower than current balance = Amortisation coptured for term prod ucts
o Downmurn LE0 [consis®nt losges expacted 1 be guffared * Expectad LOD (baesd on estmate of iose given defadit mcloding
during & savere bit plaussbles sconomic downturn) the expected smpact of future economic conditong such a3
La0 * Regulatony floors miy Bpphy 1o Mikghie nsk of undsrésnimaning changes in value of collaeal)
downmirn L0 due o lack of hismicel dam + Noflooes
s Digcounted weing costof capial * [Drgcouned using the ofsgingd effectve interest rate of the loan
= Al malscton costs ncluded * Dnly costs assocated with obtasnnafaling collateral incledad
Other * Discounted back from point of default to balence sheat date

While 12-month POz are recalibrated from Easel || models whare possibla, the lifetime PDs are determined by projacting the 12-month
PD uzing a term structure. For the wholesale mathodology, the lifetime PD also takes into account cradit migration, i.8. & customer
migrating through the CRA bands over its life.

Tha ECL for wholezale stage 3 iz determinad on an individual baziz uzing a discounted cash flow ('DCF'} methadology. The expectad
future cach flows are based on the credit risk officer’s estimates as at the reporting date, reflecting reasonable and supportable
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assumplions and projections of future recovenss and expected future receipts of intarest, Collateral i taken into account if it is likely that
tha recovary of the outstanding amount will include realization of collateral based on itz actimated fair valua of collataral at the time of
expected realization, less costs for obtaining and selling the collateral, The cash flows are discounted at a reasonable approximation of
tha cnginal affective interact rate, For significant caces, cach flowe under four different scenarios are probability-weighted by raference o
the three economic scenarios applied more generally by HSBC Group and the judgement of the credit risk officer in relstion to the
likelihood of the workout strategy succeading or receivarchip baing required. For lass significant cazes, the affect of different ecenomic
scanarios and wark-oul strategies 15 approximated and applied as an adjustment to the most likely autcoma,

Period over which ECL iz meazured

Expected credit loss is measured from the initial recegnition of the financial asset. The maximum peried considered when measuring ECL
{ba it 12-manth or lifetime ECL) iz tha maximum contractual paried over which HSBC & axposaed to cradit risk. For wholesale overdrafts,
eradit fizk management actions are taken no lazs frequently than on an annual basic and therefora this penod iz 16 the expected date of
tha next substantive credit reviaw. The date of the substantive cradit review alze represents tha initial recognition of the new facility.
Howravar, whara the finaneial ingtrument includes both a drawn and undrawn commitment and the contractual ability to demand
repaymant and cancal the undrawn commitmaent doas not serve to imit HSBC s exposure to cradit nsk to the contractual notice penod,
the contractual period doaz not determine the maximum peariod considerad. Instead, ECL iz measurad ovar the period HSBC remains
exposed to credit risk that iz not mitigated by cradit rick management actions. This applies to retail overdrafts and credit cards, whera tha
paried is the averaga time taken for ctage 2 exposures to default or close az parforming accounts, detarmined on a pernfelio basic and
ranging from between two and six years. In addition, for these facilities it i= nat possible to ientify the ECL on the loan commitmaent
companent saparately from the financial acset componant, Az a result, the total ECL iz recognised in the loss allowance for the financial
ascel unless the total ECL exceads the gross carrving amount of the financial azzat, in which case the ECL is recognized as 8 provision,

Farward-loaking econamic inputs

HEEC will in ganeral apply thrae forward-leoking global econamic ccanarics determined with refarence 16 axternal forecast distributicns
raprazantative of our view of foracast aconomic conditionz, the consensus economic scenarnc appreach. Thic appreach is concidered
sufficiant to calculste unbiased expected loss in most economic environmaents. They represent a most likely outcome (the Central
scanario} and two, less likaly, ‘outer’ scanarios on aither side of the Central, referred to as the Upzide and Downside scenarios. The
Cantral scenario iz the bacis for the annual operating planning process and, with regulatary modifications, will also be uzed in enterprise-
wide strass tests. The Upside and Downside scenarios are constructed following a standard process supported by a scenario narrative
reflecting HSBC Group’s current top and emaerging risks and by consulting external and internal subject matter experts. The relationship
betwesn the outer scenanos and Central scenane will generally be fixed with the Central scenana being assigned a weaighting of 80%
and the Upside and Downside scenanics 10% each, with the difference batwesn the Cantral and outer scenarios in tarms of economic
zavarity being informad by tha spread of axtarnal forecast distributions among profescional industry forecastzs. The cuter ccanarics ara
esconomically plausibla, intarnally consiztent states of tha world and will net nacessarily be az sevara az scenarics uzed in stress testing.
The paricd of forecasts is 5 years for the central scenario. Upside and Downside scenarios use distributional ferecasts for the first two
years after which they converge to the cantral forecasts. The central foracast and cpread batween the Central and outer scanarios is
grounded on the expected Gross Domestic Product of the UK and France. This includes consideration of these country's aconomic
factors az wall as global aconomic events, the economic parformance of other countries and the impact theze can have on the Gross
Domestis Product in the UK and France. HSBC runs a global process which ensures that bath domestic and international econamic
factors are considered in creating scenarios for Europe.

In ganaral, tha conzaquances of tha azsazemant of cradit rick and the razulting ECL outpute will ba probabiliy-weaighted using the
standard probability weights, This probability weighting may ba appled directly or the effect of the probability wesghting determined on a
pericdic baszis, at least annually, and than applied az an adjustmant to the outcomes rezulting from the central economic forecast. The
central economic forecast is updated quarterly.

HSEC recognises that the consensus economic scenaric approach using three scenarios will be insufficient in certain econemic
environmants, Additional analysic may be requested at managament's dizcretion, including the production of extra ccenarios. |f
conditions warrant, this could result in alternative scenarics and probability weightings being apphied in arriving at the ECL,

Critical scoounting estimates and fudgements

In determining EC L. managemant is requited b exsrciee judgement in defining what i considerad to be 8 significant incresse in credit risk and i making
BEsumptions and estimates 1o incorpornabe melevant information sbout past events, current conditions and forecests of economic condibons. Judgement has
boan applied in dotermining she hfetime pnd poing of mita! racogubion of revolving fpcilites

The PO, LGD and EAD models which support these determinasons are reviewsd ragalarly in bght of differances betwesn lose esumates and actusl e
expananca, butgven that IFRS 8 requirements have only juet bean appled, thers has been iftle time svailsbie I make these compatsons. Tharefore, tha
underlying models and their calibration, including how they react 1o forward-looking economic conditions. remain subject 1o review and refinement This is
pasetcularly relevant for ifeome PO, which have not been prewiousiy used in reguiatary modelling and for the incorposmtion of *Upssde scenaros’ which
have not genersily. been subject bo exparance gamed through STess estng

The exerciss of judgement in making estmasons reqeines the kee of sesumptions which are hghty subjective and very sensitive 1o the rsk factons, i
parthcular 1o changes in economis and credit conditions. Many of the factors have 3 high degres of intardependency and there i no gingle fachos 1 which
lcan impairment allowances 88 8 whole sre sengitve. The sectons marked 58 sudited on pages 42 m &4 ‘Measuremant uncermainty and senziovity analysi
of ECL estmates’ set out the assumpions underhying the Central scengnio and informaton about how scensios are deweboped in relaton 10 HSBC Group's
o and emenging neks and im udgemeants, informed by consengus forecas s of professionsl industry fomecagters. The sepuvity of ECL to diffenant
BOONCMIC BCENArios i ilustrated by recaiculating the ECL for selecied portfofos &s if 100% weighung had been sesigned o each scenario

(i) Insurance contracts

A centract ic clazzified a¢ an incurance contract whera the group acceptz cignificant insuranea rizk from anothar party by agreaing to
compansate that party on the occurrence of a specified uncertain future avent. An insurance contract may alzo transfer financial risk, but
iz accountad for a2 an incurance contract if tha ingurance rizk is significant. bn add ition, the group iszues invactmeant contracts with
discretionary participation features 'DPF') which are also accounted for as insurance contracts as required by IFRS 4 “Insurance
Contracts’.

Met Insurance premium income

Pramiums for life incurance centracts are accountad for when receivable, excapt in unit-linked inzurance contractz whera pramiums ara
accounted for when liabilities are established.
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Reinsurance premiums are accounted for in the same accounting period as the pramiums for the direct insurance contracts to which they
ralata,

et mzurance cleims and banefitz paid and movemeants in liabilities to policyholders

Groze insuranca claims for life incuranca contracts reflect tha total cozt of elaime arizing during the yaar, including claim handling cocts
and any pelicyholder bonuses allocated in anticipation of a bonus declaration.

Maturity claims are recognised whan due for paymant. Surrandars are recognized when paid or at an earlier date on which, following
notification, the policy ceases to be included within the calculation of the related insurance liabilities. Death claims are recognized whaen
notified.

Reincurance recovarias are accounted for in the sama panod at the relatad claim.

Liabilises under insurance conftracts

Liabilities under non-linked life incuranca contracts are caleulated by each life insuranca operation baced on local actuanal principles.
Liakilities under unit-linked lifs insurance contracts are at least squivalant to the surrender or transfer value, which is calculated by
refarance 1o the value of tha ralevant underlying funds or indices.

Future profit participation on insurance contracts with DPF

Where contracts provide discreticnary profit participation benefits to policyholders, liabilities for these contracts include provisiens for the
future dicerationary banafits to policyholdars. Thaze provicions reflact the actual parformanca of the investmant portfelio te date and
managamaeant’s expactation of the future parformance of the azcets backing the contractz, as well az other expariance factors such as
martality, lapses and operational efficiency, whare appropriate. The banefits to policyholders may be determined by the contractual
terms, regulation or past distribution policy.

Investmant contracts with DPF

While investment contracts with DPF are financial instruments, they continue 1o be treated ac insurance contracts as required by IFRS 4
The group therefore recognses the pramiums for these contracts as revenue and recognises as an expense the resulting increase in the
carrying amount of the liability,

In the case of net unrealised investiment gains on these contracts, whess discretionary benefits principally reflect the actual performance
of the invastrment portfelio, the cormesponding incraass in tha liabilities iz recogniced in either tha income statemant or other
comprahancive incoma, following tha treatmeant of the unrealised gainz on the ralavant aszets. In the cace of net unrealicad loszes, a
deferred participating asset iz racognised only to the extent that s recoverability is highly probable. Movements in tha liabilities arsing
fram realzed gains and losses on relevant assats ara recognized in the incame statemant,

Present value of in-force long-term insurance business

The group recegnises the value placed on insurance contracts, and investment contracts with DPF, that are claszifed as long-term and
in-force at the balance sheat date, as an aszet. The asset rapresants the prazent value of the aquity holders’ intarest in the issuing
inzuranca companies’ profite expacted 1o amargs from thece contracts writtan at tha balance sheat date. The prazent valus of

in-force long-term insurance business {'PVIF') iz determined by discounting these expacted future profits using appropriate assumptions
in azzessing factors such as future morality, lapea rates and lavalz of expanses, and a risk dizcount rate that reflects tha rek pramium
attributable to the respective contracts. The PVIF incorporates allowances for both non-market risk and the value of financial options and
guarantaes. Tha PVIF azzet iz precanted grozs of attributable tax in the balanca cheat and movermants in the PVIF aszet are includad in
‘Other oparating incoma’ on a gross of tax bagis.

(k} Employee compenszation and benefits
Share-based payments

The group enters inte both equity-setiled and cach-setifed share-based payment arrangemants with s employees as compensation far
tha provicion of thair sarvicas. The vesting paried for theze schemes may commanca bafora tha lagal grant data if the employeas have
started to render services in respect of the award before the legal grant date, whers thers is a shared understanding of the terms and
conditions of the arrangament. Expenses ara racognized when the amployes starts to render sanvice to which tha award relates.

Cancellations razult from the failure 1o meet a non-vesting condition during tha vesting pariod, and are treated ac an acceleration of
vasting recognised immadiataly in the income statement. Failure to meat a vesting condition by the employes is not treated as a
cancallation, and the amount of axpence recognised for the award is adjusted to reflact the number of awards expected to vast.

Past-employment beanahit plana
The group operates a number of pansion schemes including defined benefit, defined contribution and post-employmant banefit schemeas
Paymants to defined contribution schemes are charged as an expense as the employess render service.

Defined beneft pension obligations are cakculated vsing the projcted unit credit mathod, The net charge to the mcome statement mamly
cormprizes the service cost and the nat intarast on tha net defined banafit azcet or liabilny, and iz prasentad in operating expanses,

Remeasurements of the net defined benefit asset or liabilty, which comprise actuarial gains and lesses, return on plan assets (excluding
interast) and the effect of the asset ceiling {if any, excluding interest). are recognised immediately in other comprehensive income. The
nat dafined banafit acset or liability represants the presant value of defined benefit abligations reduced by the fair value of plan aczets,
after applying the asset ceiling tast, whera the net defined banefit surplus iz limited te the presant value of available refunds and
reductiong in futura contributions to the plan.

The eact of abligations aricing from othar post-ampleymeant plans are accountad for on the came basiec as dafined banaffl pancion plans.
1y Tax

Income tax comprises current tax and deferred tax. Income tax iz recognised in the income statement axcapt to the axtant that it ralates
o items recognized in othar comprehensiva incoma or diractly in equity, in which case the tax iz recegnized in tha same statameant in
which the related tem appaars.,

Currant tax is the tax expected to be payable on the taxable profit for the year and on any adjustment to tax payable in respect of
pravious years. Tha group provides for potential currant tax liabilities that may arize on the basis of the amounts expectad to ba paid to
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the tax authorities, Payments associatad with any increamental bace ercsion and anti-abuse tax are reflected in tax expense in the parod
incurrad.

Defarred tax iz recognized on temporary differences batween the carrying amounts of aszets and labilities in the balance sheat, and the
ameounts attributed to such assetz and liabilities for tax purposes. Deferred tax iz caloulated using the tax rates expected te apply in tha
paricds ac tha azzeis will be realized or thea liabilities zettled.

Current and defarred tax are calculsted based on tax rates and laws enacted, or substantively anacted, by the balance sheet date.
{m) Provisions, contingent liabilities and guarantees
Frovisions

Provisions are recognised when it is probable that an outflow of economic benefits will be required to seitle a present legal or
constructive obligation that has arizen as a result of past events and for which a reliable astimate can ba made.

Critical scoourtting estimates and fudgaments

Judgement g involved in deterrmining whethes a present obligaton exists and in astmanng the probability, sming and amount of any outiows
Frofeasional expert advice ig taken on the sssesgment of ingaton, property [including onerous conwaces) and simstar oblgeanong. Provisons for legal
procesdings and reguintong mamens hypacalhy requirs & higher déegres of jedgement than othér ypes of provisions When matieng are ot an aarly simsps,
BeCauntag udgaments can be difficult becaise of the high degres of unce: minty adgocated with determining whathes & pregent obinganon exsts, and
esnmanng the probabding and smount of any cutiows thar may anss, As MBIEE progiess, management and legal advisers evalusme on an ongoing baes
whirther provisions should be recognsed, rivising prévious judgements and ésimales os appropriste. At mone advanced stages, 115 hypicolly sagier o
make judgements and astmates around A bemer defined 2ot of possible outcomes However, the Bmount provigoned COn remain vy sengitive 1o the
asgumptons used Thers coukd be & wide range of poagible cutsomes fod any pending legel proceedings, INBELNATONE oF INquUiies. A & regul, (i often
not practicable 1o quantfy @ range of possible cutcomes fof indnndunl matters It s also not procticable 1© meaningfully quonbfy ranges of potental
Cuitomes in BgEregats o thess typos of provisions because of the dversa nature ond cucumsances of such maters and the wide range of uncernies
imvotved  Provigions fof customer remed@non aRo require gaamiicant levels of egumaton and judgement The amount of provigions recogneed depend on
o nismber of différent sssumptions, such os, the volume of inbound com plmints, the progected period of inbound compliin® walumes, the decoy mte of
complmnt volumes, the populabon denbfied os systermecally mis-scld and the number of polices pér customer complime

Contingent liabilibes, contractual commitments and guarantees
Coantingant labifias
Centingant liabilitiag, which includa certain guarantees and lettars of credit pladged as collataral zecurity, and centingent liabilitias

related to legal procesdings or regulatory matters, are not recognised in the financial statements but are disclesed unless the
prabability of cettlameant ic ramota.

Financial guarantes contracts

Liabilties under financial guarantes contracts that are not clacsified st insurance contracts are recorded initially at their fair valus,
which iz generally the fee receivad or prasent value of the fes receivable.

The bank has issued financial guarantess and similar contracts to other group entities, The group elects to account for certain
guarantess 4% insurance contracts in the bank's financial statements, in which case they are measured and recognised as insurance
liabilitia=. Thiz alaction is made on & contract by contract bazis, and ic irmevocable,

{(n} Accounting pelicies applied to financial instruments prior te 1 January 2018

Financial instruments measured at amortised cost

Loans and advances 1o banks and customears, held-to-maturity investmentz and mozt financial liabilities are measured a1 amortized cost,
The carrying value of these financial assets &t initial recognition includes any directly attnbutable transactions costs. If the initial fair value
iz bowear than the cash amount advanced, such as in the case of soma laveragad finance and syndicated lending activitias, tha diffaranca
iz deferred and recognised over the life of the loan {as described in sub-saction (c) above) through the recognition of interast income,
unlass the loan becomes impaired. HSBC may commit to undeansnting loans on fixed contractual terms for specified pariods of tima.
Whan the loan arizing from the lending commitment is expectad to be held for trading, the commitment to land & recorded a5 a
darivativae. When HSBC intends to held the loan, a provizien on the loan cemmitmeant iz only recorded whara it iz probabla that HSBC will
incur a logs,

Impairment of loans and advances

Losses for impaired loans are recognised when thers & cbjective evidance that impairment of a loan or portfolic of loans has eccurred.
Lossas which may arice from future events are not recognized,

Indasdually assessed loans and advances

Tha facters considered in determining whether a loan is individually significant for the purposes of assessing impairment includs the size
of tha laan, the number of loanc in the pertfalie, tha importance of the individual loan relationzhip and how this iz managed. Loans that

ara determined to be individually significant will ba individually assessed for impairment, excapt when volumes of defaults and losses are
sufficiant to justify treatment under a collactive methodology.

Loans considered as individually significant are typically to corporate and commearcial customers, ara for larger amounts and are
managed on an individual basiz. For these loans, HSEC conziders on a caze-by-case basis at each balance sheat date whathar there is
any chjective evidenca that a loan is impairad.

The datarmination of the realizabla value of security ic baced on the most recanily updated market value at tha time the impairment
asseszment is parformed. The value is not adjusted for expeactad future changes in market prices, though adjustments are made to reflect
lacal conditions such az forced sale discounts,

Impairmant loszes are caloulated by dizcounting the axpected future cazh flows of & loan, which include axpacted future recaipts of
contractual interast, at the loans original affective interast rate or an approximation thereef, and comparing the resu ltant presant value
with the loan’s cufreant carrying amount.
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Colfectively assessed loans and advances

Impairmant is aszessed collectively to cover lasses which have bean incurred but have not yet been identified on loans subject 1o
individual assesement or for homagenscus groups of loans that are not conziderad individually significant, which are ganerally retail
landing portfolics.

Incurred but not yet identified impairment

Individually azsazzad leans for which no evidance of impairment hazs bean cpacifically identified on an ind vidual bazizc are groupad
together according to their credit nsk characteristics for a collactive impairment assessmant. This assessmant captures impairmant
losses that HSEC has incurred as a result of events ecourring before the balance sheet date that HSEC is not able to idemify on an
individual loan basiz, and that can be reliably estimated. When information becomes avaitable that identifies losses on individual loans
within a group, thoze loanz are ramoved from the group and ascezced individually,

Hornoganeous groups of laans and advances

Statiztical methods are used to determine collactive impairment loszes for homoganeous groups of loans not eonsiderad individually
zignificant. The methods uzed to calculate collactiva allowances are sat out balow:

* When appropriate ampirical information ic available, HSBC utilizas rell-rate methedology, which amploys statistical analyzez of
historical data and exparence of delinquency and defaull to reliably estimate the amouwnt of the loans that will evantually ke writtan
off az a result of events cccurring before the balance zheet date. Individual leans are groupad using ranges of past due days, and
statistical estimates are made of the ikelihood that loans in each range will prograss through the vanous stages of delinguency and
bacoma irrecovarable. Additionally, individual leans are sagmented bazed on their credit characteristics, such as industry sector, loan
gradae or product. In applying thie methodalogy, adjustments are made 1o astimate the periods of tima batwean a lose avent accurring,
for example because of & miszed payment, and its confirmation through writa-off (known as the lozs identification pariod). Current
economic conditions are also evaluated when calculating the appropriate level of allowance required 1o cover inherent loss. In cartain
highly developed markets, models alse take nto account behavioural and account management trends as revealed in, for axample
bankruptey and rezcheduling statistics,

* When the portfelio size is small or when mformation = msufficient or net reliable encugh 1o adopt a roll-rate methodology, HSBC
adopts a basic formulaic approach based on historical lozs rate axperience, or a discountad cash flow model Where a basic formulaic
approach i undertaken, the panod betwean a loss event occurning and its identification is estimataed by local managemant, and iz
typically batwean six and 12 months.

Wirite-aff af foans and sdvances

Loanz and tha related impairment allowance accounts are normally written off, aithar partially or in full, when thare iz no realistic
prospect of recovery, Where loans are secured, this is generally after receipt of any proceeds from the realisation of security. In
circumstances whara the net realizable value of any collateral haz bean determined and thera iz no reaconable expectation of further
recovery, write-off may be sarlier,

Reversals of impairment

If tha amount of an impairment loss decreases in a subsaquant pariod, and the decrease can be related chjectivaly to an event cccurring
after the impairment was recognized, the excess = written back by reducing the loan impairment allowance account accordingly. The
write-back is recognized in the incoma statemant.

Asszets acquired in axchange for loans

When non-financial assets acquired in exchanga for loans as part of an orderly realication are hald for zale, these acsets are recorded as
“Azzets held for cale’

Renegotiated loans

Loanz subject 1o cellective impairment ascezzment whose tarme hava bean renegotieted ara no longer conzidarad pact due, but are
treated az up-to-date loans for measurement purpeses ence a minimum number of required payments has been received. Where
collectively assessed loan portfelios include significant levels of renagotiatad loans, these leans are segragated from other parts of the
loan portfolio for the purposes of collective impalfment aszeszment 1o rellect thaw fzk profile. Loans subject to individual impairmeant
aszassmant, whosa terms have bean renagotiated, are subject to ongoing review to determine whether they remain impaired. Tha
carrying amounts of loane that have bean elazzified ac renagotiated retain thiz clacsification until maturity or derecegnition.

A lsan that is ransgotiated is derecognised if the axisting agreamant is cancellad snd a naw agresmaent made an substantially differan
tarme or if tha tarmz of an existing agreament are modified such that the reanegetiated loan i substantially a diffarant financial
inctrument. Any new lsanc that arice fallewing derecognition avents will continue to be dizclozed ac renegotiated loans and are accescad
for impairment az above.

Mon-trading reverse repurchase, repurchase and sinilar agreements

When debt securities are sold subject to a commitmant 1o repurchase them at a predetermined price {‘rapes’), they remain on the
balance sheet and a lmbility is recorded in respect of the consxderation received. Securties purchased under commitments 1o resell
{"ravarze repoc’] are not recogniced on the balance sheet and an aszet ic recorded in respect of tha initial cenzideration paid, Non-trading
repos and reversa repos are measured at amortised cost. The differenca between the sale and repurchase price or batween the purchaze
and razale price i treated as interast and recognised in net intarast incomae ovar tha life of tha agreamant.

Contracts that are aconam ically squivalant to revarze rapurchace of repurchasze agreamante (such as calas or purchases of dabt
sacurities antarad into togethar with total return swaps with the same counterparty) are accountad fior similarly to, and presented
together with, reverse rapurchase or rapurchaze agreemants.

Financial instrumants maasured at fair value
Avalable-for-zale fnansal assars

Axailable-for-sala financml aszets are recognized on tha trade date when HSEC enters into contractual arrangements to purchase tham,
and ara nermally derecognized whan they are either zold or redeamed. They are subzaquaently remeasured at fair value, and changes
therain are recognised in other comprehansive income until the assats are sither sold or become impaired, Upon disposal, the cumulative
gaing or leszes in other comprehenziva incoma are recognised in the income statament az "Gaine lazs loszes from financial investmants’.
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Impainmart of avallable-for-zale financial assets

Available-for-sale financial assets are assessed at each balance sheat date for objective evidence of impairment. Impairment losses are
recognizad in the incomas statemant within ‘Losn impairment charges and other cradn rzk provizions’ for debt instruments and within
‘Gains lass losses from financial investments” for equities.

Available-for-sale dabt securities

In aczezzing objective evidence of impairmeant at the reporting date, HSEC conciders all available evidence, including obsarvable data or
information about evants specifically relating to the securities which may result in a shortfall in the recoveny of future cash flows. A
subsequent decline in the fair value of the instrument is recognized in the income statement whan thers is objective evidencs of
impainmant a5 a resull of decreases in the estimated future cash flows, Where there iz no further objective evidence of impairment, the
dacline in the fair value of the financial azcet iz recognized in cther comprahensiva income. If the fair value of & dabt security increazac in
@ subsequant pariod, and the increase can be objectively related to an event occurring after the impairment loss was recognised in the
incomea statement, or tha instrumant is ne longar impaired, tha impairmant loss is reversad through the incoma statament.

Avallabla-for-zals aquity securities

A significant or prolonged decline in the fair valua of the equity below its cost iz objective evidence of mpatrment, |n assessing whaether it
iz cignificant, the decline in fair value iz evaluated against the cnginal cost of the azset at initial recognition. In azzesting whether it iz
pralongad, the declina iz evaluated against the continuaue peried in which the fair value of the accet has baan balow itz eriginal cost &t
initia | recognition.

All subzaquent increazes in the fair valua of the instrument ara treated az & revaluation and ara recognized in ather comprehansive
incormea, Subzaquent decreacas in the fair value of the available-for-zale aquity cecurity are recognized in the income ctatemant to the
extant that furthar cumulative impairmeant losses have bean incurred. Impairment losses recognised on the aquity security are not
reversed through the income statemant,

Financial instrumeants designared ar fair value

Financial instruments, other than those held for trading, are classified in this category if they meet one or more of the critera set out
balow, and are co dacignatad irrevocably at inception:

+ the use of the designatien removes or significantly reduces an accounting mismatch;

* when a group of financial aszets, liabilities or both iz managed and its parformance is evaluated on a fair value baszis, in accordanca
with & documaentad risk managamant or investmant strategy; and

+ whaere financial instruments contain one or mara non-closely related embedded dernvatives

Designated financial assets are recognised when HSEC enters into contracts with counterparties, which iz generally on trade date, and
ara normally derecognisad when the rights to the cagh flows expire or are transferred. Designated financial liabilities are recognised
when HZBC enters into contracts with counterparties, which is generally on settlement date, and are normally derecognised when
extinguichad. Subsequant changes in fair values are recognizad in tha incoma statament in 'Mat incemai{expanza) from financial
instruments designated at fair valua’, Under thic criterion, the main classes of financial instruments dazignated by HSBC are:

Long-term debf ismues

Tha interest andior foreign exchange exposure on certain fuced rate debt securities ssued has been matched with the interest andlor
foreign exchange exposure on céntain swaps as par of a documentad rizk managamant strategy.

Financial assets and financial liabilities under unit-linked and non-linked investrmant contracts.

A contract under which HSEC does not accept significant msurance rick from another party is not classified as an insurance contract,
athar than investmeant contracts with diserationary participation featuras {'DPF’), but iz accounted for az a financial kability. Sea Mote
1.2{(j) for investmant contracts with DPF and contracts where HSBC accepts significant insurance nzk. Customer liabilities under linked
and canain non-linked investmant contracts issued by insuranca subsidianies and the cormesponding financial aszets are designated at
fair value. Liabilities are at least equivalent to the surrender or transfer value which iz caloulated by reference 1o the value of the relevam
undarkying funds or indices. Premiumz recainvable and amounts withdrawn are accounted for az increases or decreazec in the liability
recorded in raspect of investment contracts, The incremantal costs directly ralated to the acquisition of new investment contracts or
reneawing existing investmant contracts are dafarred and amortised ovar the pariod during which the investment management sarvices
are provided,
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MNotes on the Financial Statements

2 Net fee income

Het fes income by global business

2810 2017
Fatail
Banking and
‘Wealth Commardsl Banking and  Global Private Corporate

BAnmAgEmEnT Banking Markets Barking Centre Toisl Tosal

Em £m £m £m £m £m Em

Acoount BRrvces 203 214 178 13 - 609 o2
Funds undar menegam ant 228 28 150 47 - 451 [0
Carde 105 39 & = = 150 [
Cradd fackbia 1 157 229 L] - 93 404
EBraksig iscoma 16 23 215 28 - 282 210
Lir® Erusfi a9 — — 2 - 11 16
Impartsfaagpots — 44 6 — - {514 tid
Ramittanaes 13 23 50 F - ] LFr
Undarwenting - 3 238 3 - 244 276
Qb custody & B pl k] - 129 T4l
Insguranee DQANGY Gomm Shion 40 2 - 2 - 51 §8
CRbar 18 230 04 an [556) a14 e
Fos income 937 T8 2103 149 (S5E) 3402 & L8R
Lass oo axparss {3349 56} {1,484} {aay 541 {1,358} [1, 588
et fes income 598 713 B39 109 {15) 2,044 2,505

Met fee incomae includes £1.875m of fess earned on financial assets that are not at fair value through proft or loss {other than amounts
included in detarmining the effective interest ratae) (2017; £2,780m), £365m of feez payable on financial liabilties that ara not at fair valua
through profit of loss (other than amounts included in determining the effective interest rata) (2017: £471m}, £613m of fees sarned on
trust and other fiduciary activities (2017 £677m), and £2m of feas payable relating to trust and ether duciary activities (2017: E1m).
Comparatives for faes earnad on trust and other fiduciary actrvities have been restated to align with current year freatment,

3 Net incomeaf{expense) from financial instruments measured at fair value through profit or
loss

2018 2007
£m £m
Net & Harpanas] aiiing o
Tradng actovts o 391 2,803
Othar tradng incams - l':adgu_:lq”ul:twircu {18} |
oncesh flowhadges (] 18]
—an faie valia hadges {1Z) 1
Fait wailua maviensnt on non-qualilyng kedges (13 [
Cbar S renants desiprated and mandatan iy manered o1 o vakes and telated dasivetans 2,373 NEA
Nat ineoma fram financial instrumaents labd for trading or managed on a tair value basis' 2,733 .70
Fimsnce| assats hakd to maat lebdtan under nswence and swastmant confrects [B2E) B39
Lisbiles to customarns wndar mvastmant contrects s 237
Mt income from assets snd liabilities of insurances busi including rel | derivatives, messursd at
Fair valus through profit or lass (L] 2]
:‘%lﬁt::wsrrnmmd i OC!I'I::I‘CTIGI'I mﬂ'! tha nmup‘: mud dubl seountian (157} IJEEJ.
Ctr_lur -:I'n-';;u_n Tar valus 162 289
Changes in fair value of longderm debt and related derivatives' 5 13
Changaes in Tair value of ather fi il instruments datordy wd at fair value threugh profit or less 511 NA
Waar anded 31 Dec ﬂ 3,606

T The affect of fongrn axciangs SEasnie o CRTas Sng-mn by settnmanns And P nctaiad o Wa ncorns froe Snancdl meriemants Al i rading o rnsasged’ on 3 e vl
e from T Janwany 2018 Comparstive mitrmabon hay besn represantsd. Fhe rastatemen! decrarsed 'Changas m e vk of oog-famn el s’ ral tedf daretens’ by Gem

AT T S IANT WA w1 INST AICTrE o BV A Dl Al i IA30RE O rAanapadon & M vilne DI o BT altia, el T 0N e o Bocoaniing o 1
Sanirary SO0ET o0 pega 10
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4  Insurance business

MNet insurance premium mcomae

Mon-linked Linksd lite Investment contracts
I with DPF' Totml
£ £ £ £
rOEE MELISNOR §AETET ERO0mE 202 166 1,734 2,102
Rainsurars’ share of gross msursnca prémasm moorns 03 (1] —_ am
Yoar ended 31 Dec 2018 108 163 1,734 2,005
Qeieh NN DR AT SRR 219 106 1676 1,400
Raweiidara’ enaeh of Gioss irduranda Dl insoms {120] Bl _ Bl
Yaur anded 35 Dac 2077 181 103 161 1.809
¥ DO aladiy o D e Rl
MNet insurancs claims and benafits paid and mavement in labilities to policyholders
Mon-inked Linkad life mmln'
insurance insurence with DPF Total
Em om Erm £m
Qroes slawma and barehits pad and mosver et n labibtbee 167 [0} 1.284 1411

~ lena, banaliis and murendarns pasd
= mgvamsnd in hablmas
Rainsurams’ shara of cinima and banafns ped and movemant in abdtiag

20 1,407 1,666
0 nz H!'J

136 - &7

O
]

- chima, benefis and surrendans posd
- movaEnant in bl hes 138 - 1?1
Yoar ended 31 Dec 2018 96 1284 1478
Gross cloms end barefds paid and movemoant n lsbibiten 133 217 EFRY 2 B0
= chimeg, benafis and swrendens pasd 145 B0 1,668 1.78%
= movamant in hsbiltas Iay 127 701 =411
Ramsurdia” #hace of clarmes arnd banaite pad and movemant i abbbss L= 67} - 1B}
= el bevalis and serendans pesd 51} (=l - NEAY
- mivarmant in habilhes 12 64 ) - oz N
Yaar andad 31 Dwe 2017 B3 160 267 2 450
1 Orcrstediry Par Dgauen BT
Liabilitiaz under incurance conirasis
Mandinked Linked life Invastrent contracts
ImSUFARCS INEAIFENCE with DPE" Totad
Ermn £m £rm £m
roes lsbilties urder sumnce contracts at ¥ Jan 2018 ai7 1,168 A 250 21,033
Clarme end benafits paid {1689) [E1E]] {1.407) {1.666)
Insz e i ko rtese o pobsyhalders 167 {40} 1.284 1.411
Exghangs diffarences snd othas movements’ 2 5 (128 121)
Grass liabilities under Msuranes contracts ot 31 Dec 2018 B17 1041 18,999 20,657
firarars’ shaca of lobiliths uncar eurencs cortracts (129) {50} o 1175)
Nat linbilitios under insurance contracts ot 31 Dec 2018 458 531 18,999 20478
Jross babiddaes undar maumncs confracts at 1 lan 2047 B8 1,050 180T 19,724
Glasng snd barefis paid 1458] [0 | 1.5E8] 1. 781)
Inezrgenns i babdisen to pohoynoldars 152 7 Y 2,508
Exchangs differences and gthar moysmants 14 a 4M Lt
Gross habiltes under seumace contracts st 31 Dac 2017 B17 1,968 19260 21.§.
Rampuran’ shera of labildse under meurancs comracts §145] [VE&) - [kt ]
Mot b ihbes under risumnoe contraats at 31 Deo 2017 483 ars 18260 0 eay

¥ Derebonany fdricraleog s,
2 'Eechangs offe ances 8o o 0er Moy imotioiss movTeants mv Sabdins S i Rl IvWaaiEne S0 DT a0 R Secng e i Dbl SOy R MG,

The key factors contributing to the movemant in lmbilties to policyholders included movement in the market value of assets supponing
peleyholdar habilties, death claims, surenders, lapses, labilities to policyholders created at the initml inception of the pelicies, the
declaration of bonuses and other amounic attributable to policyholders.
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MNotes on the Financial Statements

5  Operating profit

Oparating profit iz stated after the fellowing iteams:

2018 207
£m £m
Income
Intarast racogrimad on snpeied firsncsl sesate 54 pit=]
intarast rdcogrisad on finenom| pssats maasurad st emortised cost 6,178 LY
Intysaat racogniasd on himancal oesets massurad ol foe valud Thigugh OMar Comprasenisss iINGEMS 02 NiA
Expanza
I "
Tn:‘!:iﬂi::l'l financnl netnamama, axchedng nlateal on tradng labdilse Ssmgnated of otssrwias mandelorly messaned ot {2,074) (2218
e T o rep—— (&) 1974
= e leees payTEtE 19719
- cantEgent riats and pbliass paymants — 13
Goénoi{losses)
Inpainmant of ave ilebia-for-aale equty sacurtss A L]
Gona recpgnmed on pesats hald for sak L) ]
Changs in expected cradil lasses and other cradit impalment charges 153 N
~ kyang nd ndvences 10 banke and guatoman n NiA
= lowns commitmants snd gusrartean LAY
= chibt natrumants maeasuned st foir valse though othar comprabansne incoma Ta M
Loan impsirmant charges and other cradit rishk provisions PR | &3]
= rat mpaimmant charge on kgens end sdvencaes A (=]
= ralanss of impaismant on svailsble-for-sak dabt securntes PR 4B
= e cradt nek prowsons A 1E}

Extarnal net oparating incemea i attributed to countrias on the bazic of the location of the branch rezponczibla for reporting the reculis or
advancing the funds:

2018 2017
m £m
E | net cperating incom e by ¥ 8,968 13,062
- Uinitad Kingdom' 6,537 9695
- Fmnca 1,532 1.HE
~ armary 654 [234]
— Tutky' - 133
~ [Hae countres Ta5 57
1 dmracmd by e Tancfiry i PR DN B P2 B [ £ -BAn0R ATDSWTAnTaneyy, R R SR D00 560 Ne0s 35 D0 ndsd’ oraiRinng
2 On 23 dona F51F, tha Terkésh opanations Fansfured & mmmwsa V and MEEC Bank Mudaks East Landng
6 Employee compensation and benefits
2018 07

£m £m
Wagan snd sslarias 2,035 26580
Booal secunty costs 439 A5
L]
2,529

Pont-amployrmant banafite 104
Yoar anded 31 Dec 5,129

Average number of persons employed by the group during the year

zog' W0F
Ratail Bankeg and Wankh Managament 14,6599 24,733
Commarsial Bankng 4,943 B,Bhg
Qlctal Banking and Markats 4,659 5,296
Globsl Prvate Bonkong 541 EXT
Comomta Cartm 5,595 1.4918
Year ended 31 Dec 30,437 45,542
! dmpacied by the Sansiers o MEEC LK Banik pi and its ebsroars endar Nk 5ing -#ancn mrp wn, Fov B Shar 200 Mota 35 Prconfamed ofaraions’

2t Ootobear 2007, 21677 ampils s wine braosterad e the groae o HEOC UK Baak o, sodlwene seconced back i tha groug uidd 30 Aena 2018
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The chare-bazed paymant income statameant charge is recogniced in wages and zalares as follows:

2018 ik

E£m £m

Raatrictad shar swsids a9 104
Sevinga-raed and ofver #hat swend aptan shos 4 ]
Year snded 31 Dec 103 114

HEBC share awards

Restricted share awards .
(ncluding annual incentive
awnrds delivered in [
ehares) and Group
Parformance Share Plan
[GPSP)

An asgessment of performance over the relavant penod ending on 51 Decamber & vesd © dewimineg the smount of the
sweadd 10 be graned

Deferred swards generally requine smploysss 10 femain in employment over the vesting penod and ame not subpet 1o
performance condibons after the grant date

Deferred share swards generally vest over 8 penad of three years and GPSP maards vest after e years

Vasgted ghares ey b Buh[EIH 0 8 reTanion reguirement posT-vesnng PSP awards afe retsned wnil ceesanon of
employment

Moemards granted from 2010 oneeards are sulbpéct to a malus prongion pror 16 westing

International Employes .
Share Purchase Plan .
{'ShareMatch’}

Tha plan wes firat snroduced in Hong Kong in 2013 and now includes emphoyees baged in 26 jurisdicsons
Shares ore purchesed in the modcet each quirter up 1o B mmemum value of £750, or the equnalent in local currency
Matching awards aie added 81 8 oo of ons free ahare for every thies purchased

Matching swards vist subpct 1o continued empleyment and the retention of the purchased shanes for @ maximuem
penod of tand yedrs Bad ning monthe

Moveamant on H3BC share awards

2018 217

Baumiber Hurmbar

_ [Lilict] (D00E]
Restricted share awards autstanding at 1 Jan 25,368 20513
Tiwor s HSEC UK o i v £ wbwtares C— WA
Additians -'..Iurﬂ;J BT 20,315 17267
Aulespad i the yeor” (20.737) [21.858)
Faratsd m tha yan (568) [574)
Reztricted share mwards outstanding at 31 Dec 23,395 25068
Waghtad avaengas fnis valua of swards granted |£] 6.35 500

¥ Rnckaobic 3 arnbe OF S SO0 PR DAnGRered fron oF 30 o subeidir s of HEEC Hokiog e pic

HS8C share opticn plans

Savingsrelated share .
option plans {*Sharesave’]

Two plans: the UK Plan and the Internatonal Plan. The lest grant of options undeér the Internatonal Plan was in 2012
From 2014, eligible employess can save up 1 E600 par month wath the opbon 1o use the sanngs o ssquire shares

Exgrciable within o months following either the third or fifth anniversany of the commancément of a thrseyear or
fnni-yenr con tract, respectnahy

Tha exercise price 8 g2t a0 a 2009 (2017 20%) digcount o the market value immediately precading the date of nvimton

HSBC Holdings Group = Plan ceased in May 2006
shiare optien plan »  Exarcisable berwesn the thind and mnth anniversanes of the dare of grant
Caleulation of fair values

The fair values of share options are calculated using a Black-Scholes modsl, The fair value of a share award 15 based on the share prce at

the date of the grant.

HSBC Bank plc Annual Report and Accounts 2012 113

334/420

oOoOooodn



EDINETOOOO
OO000DO00oDOo00DOo0ooOodn(E22630)
oOoOooodn

MNotes on the Financial Statements

Meverment on HSBC share option plans

Savings-related
shars option plans
Mumber WaEgp'
(O00) c
Ouits tanding at 1 Jan 2018 32567 4.51
Trarfara to HSEC UK Bark ple and its sulsedinnas (25, 608) 4.50
Granted durng the yas 2205 5.19
Exgromad during tha yasr !!,142‘]- 4,42
Expirad during the yasr (987} 4,99
Forfaited during tha yaear {427} 4.54
Dutntanding ot 31 Dec 2018 A, 006 4.88
Euv:h:nd awaiags remarung cantinctual s feaars) 2549
_Q.lli‘.ml:-rg at 1 Jan 27 D8, 56 4 _3?_
ranted durng e -.ru-:li E810 613
Exaresppd durng tha yane |4, 458) 4
Expirad dunng the yaar [B70) 441
Outstanding ot 31 Dae 2017 3657 451
Waightad nvatsds emaming conbmctual s fyanm) 238

1 VR Deage GuCEs O,
2 dnckales 2 norobar of share opfon plve ansfered o o i obfer sabssciorss of WEES Molings pie

Post-employment banefit plans

\Wa oparate a number of pansien planz throughout Europe for our employeas. Some are dafined banefit planz, and pricr to ning-fencing,
the largest was HSBC Bank (UK} Pension Schemae. Pension rsk cection on page 34 contains details about policies and practices
azzociated with the penziens plans,

The group’s balance sheet includes the net surplus or deficit, being the difference between the fair value of plan assets and the
dizeounted value of scheme liabilities at the balance shest date for sach plan. Surpluzes are only recognized to the extent that they are
recovarable through reduced contributions in the future, or through potential future refunds fram tha cchames, In asseczing whether a
surplus is recoverable, the group has considered s current right to obtain a future refund or a reduction in future contributions.

HEBC Bank (UK) Penzion Scheme

Ta meat tha requiramantz of tha Banking Reform Act, from 1 July 2018, the main employer of HSBC Bank (UK) Panzion Scheamea changed
from HSEBC Bank ple 1o HSBC UK Bank ple, with additienal suppon from HSEC Holdings ple. At the came time, non-ring fenced sntities
including HSEC Bank plc exited the section of the plan for ring-fenced entities, and joined a newly created section with segregated assets
and liabilties {approximataly 0.2% of the total plan).

The plan has a defined benefit section and a defined contribution section. The defined benefit section was closed 1o future benefit accrual
in 2015, with defined benefits sarned by employees at that date continuing to be linked to their salary while they remain em ploved by
HSBC. The new cegregated saction providez HSEC Bank ple employess with thair defined contribution pancion and, where ralevant,
definad baneft penzion banafitz ansing frem future salary increazes abova CPl. The plan is overseen by an independant corporate
trustea, who has a fiduciary responsibility for tha oparation of the plan. Itz azzats are hald saparately from the assets of HSBC Group.

Tha firzt funding valuatien of the new sagregated section of the plan for HSEC Bank ple non ring-fenced antitias iz currantly baing
aszessed as at 31 December 2018, The assessment will be carried out by Colin G Singer, at Williz Tewers Watsen Limitad, who iz a
Faliow of the UK Institute and Faculty of Actuaries, using the projectad unit cradn meathod,

Income statamant charge

2018 2017

m fm
Dafiniad bunafit parson lens 33 L2}
Dafinad conirduton pangon plsni 21 140
‘Pension plans 58 100
Dafined banaft and contrbuton haalthosrs plens 2 &
Wear ended 31 Dec 2018 &0 104

Curnulstive actuarial gainsi{lozses) recognized in athar comprehansive incomea

2018 2017

£m £m

At 1 Jan 2,438 06
Actumrsl gons recogniesd o othar compraherass mooma for the yam 288 2.00%
At 31 Dec 2,753 Pl
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Mat acsetsfimbilities) recognized on the balance sheet in respect of defined benafit planz

Frasent valus

of defined Effect of limit

Fair value of Benefiy on plan
plen nssats oldigations FUrpluses Total
£m Emi £m Em
Dafined banafit pansscn plong A454 723 = 227}
Daferad panafit hasihenn plana - {81} = (81}

At 31 Dec 2018 456 (B0} =
Tobal srmployes benafit letktes within "Acctuals, defared ineoma and ot lisbilmas’| [332)
Total amploves Banafit sssate (withn ‘Pragosymants, soeiued Neoms dnd other pesats’| 24
Cwfraed banafit penson plans 28505 Frainhi - 6,848
Dafmnad banafit haalthcem piana = {100 - [gEEu)]
At 31 Dec 2017 28,508 &2 BE} = 5,748
Total amployea banafit imbilten hwthn “Accnals, defarmed incomae and othar imbldes”| sl
Tabal amployes Benalit saeats (withn 'Frageymants. sccued neome and otfs: assals’| 5,068

Defined benefit pension plans

Net acsaifliability) under dafinad banaf®t panzion plans

Prazent value of defined Net defined benefit sxsel’

Falr value of plan assets banefit abligations
HS8C Bank: HEBC Bank HSBC Bank
(LI} Pencsion Other  (UIK) Penalon Other (UK} Pension Oeheer
plans Plan plans Plan plans
m £m Emi £m £m £m
At 1 Jan 2018 27,830 369 (21.974) {507} &, e (238}
Raorgensotion nsuftng from |r|p-fnn¢m;|1 {26, 948) - 20,580 - {6, 368) -
Trangfar info HSEE Trinkeus & Burkhardt Pangion Schame - a8 - ) - 4
Sarvice cost L] {13} M {15}
- currant sarnmol Soit {22}
- pest pasnos cost end gEins from satthemants [1'1 3 tﬂ nﬂ
Mot irtarest necrmaliooat] an the net dafmed banalit sseat/Tisbilty| 359 3 {273y [4:1] L) (1]
Rarnaseuiemant affects racognsasd in othar comprehansnm Nooma ({0 {15} 1,073 T 24T [{=]]
- r\u'h.lmclﬂp-;:mhtnmhﬂru irlarasd Moorma) i1 i1
- notuasal gang 331 ’ﬁ 1,073 7 ‘lm :1
Exzhanga diffarences - 51 - 153} = [Fd]
Comributong by tha group 20 - 20 -
~ Pl | 20| =] [ [ 20/ =]
Banadits pasd {dad) - 4449 1B - 18
Adminmtratag costs and texes paid by plan 21) - T {1} {14} {1}
At 31 Dec 2018 8o 416 [56) (BET) 24 (251}
Prasent valus of dofined banafit obligation relating to
- octve 156) {52}
= el rad - {2}
- DarBINars —_ {173
At Jan 3007 28 8501 450 [23. 443} x| 3478 [Eda)
Sarvice cout 20 i} [0} prin]
— eurrant sanncs cost [0 LZI:I|| :1m| 120
= DAEt Sanvecd Soaf and paine|loasaa] Trom saftiemants &) == | .
AR irtanEt incoen aijzoat] on the met dafned Banalit oesat/Tink iy BEG & Xz 19) L] [4)
Rarnangstemant aTfacts racoped in other COMPRHRENBNG NoEms 1,076 B 1258 i 2378 &
= ratunn on plen eesets (aockeding interest ncoma) 1078 B 1.078 B
= mrtunral gans 1255 i 1,299 g
= gthar changes - = = -
Exchanga diffgrencas = [44] - 48 - &
Sontribautons by the group ] & 235 &
= ruorral 169 & 168 é
- mpaces| 61 - (4] -
Barafits pasd [ERE) B3] BEE il - L]
Admmmtratve costs and texes pad by plan £33} - 8 - 115] -
At 31 Dwa 2017 27,840 fear] [21.874) (G007 6,066 [E08]
Prasent valus of dafined banefit obligation ralatng to
- netive 14.062) [422)
- dafur rid [E.4E8] 142|
- parBInere 11,564 [143)

T A naew secion of tha MEEC Famk [TAK] Panseor SChama wes crarsd on T A0 2015, Tha HEEC Bank i o rang -Sancid anDims g s nad 1 the D Secion &1 Medrsct of e
pensnn denalt arfsng from i seany moresss above CFF for ampbyas.
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MNotes on the Financial Statements

Directors’ emoluments

Tha aggregate ameclu ments of the Directers of the bank, computed in accordancs with the Companies Act 2008 az amanded by statutory
instrument 2008 No 410, were:

2018 EE

ED00 ENC
Faas' 1,588 1,830
Salarag ord cthar amolumants’ 1,276 1,681
Anrunl ngantves 515 #10
Leng-1amm aantvg 679 1,356
Yaonr ondad 31 Dec 4,056 5,617

Fasted Pl 10 RG-SRt DI

P Exdarsms and othoer senokemeets sncivale Foma Fay Sdbwances

F DEcratandcy S0 R e iy Sculsd DRscirs ire Dised on § corabeni ion of maRoiesl o conpor i pRtrrnancs, Jod ara Jaisnranad O U Remaneriion Comerelie of
2ha bank’s parant aompany, HEEC Holangs D, IvCsdiad Swaedls made B e (44 ainecins e oainad’ an the o of caah and HEBEC Hollngs ol sharas. Tha dolal amounl
ehown e comytvrosd of F25.7 800 G107 F40 B50) mn cash and £S5 400 (201 F: B0 8500 s Reninciod Sharss, wivch = Ao upfrond por bon of e annudd sacsa b gran el /7 raspect
of P ANCE yaar A01E

4 Thaamsoon! shown & cormpemad of £180 824 G001 F BE8 ], 10 én Gafsrrad cash, EZZ3481 (ZTF £200, 5 n M:MN:I‘MMM W.E:"l:li FAS SO 7R3 806 v shares
LRt Grdan EinEinaace Shas S (TGRS Thess Smodnee faling i D Dor ey oF D58 SIVRnas 3hat el vaer & g e £ [l LIRS SO
aftachod B MG Seayals A0 JOTE The el vehng ped af galarad casl and shars saardh & no jam an S pears, Wl 20 o tha seaed wsiing on sach of B fest and
i A i O B RIS o B8 Seaivial 500 T DG S Dng O e Nend G0 di iy & Bie 0 aF B Sl T dlielier gl RS SNdE S Sublcl I 8 Syt
Rl Lo Eon vesing, RSP awandy ane stilpect (0 8 Geo-pear wsing Panod’ a0 3 raianian et en il oessben of enplpmant (eon webing, Datads of e Fians are
contamed withun the Dvachrs” Samornanton Raoet of SR Modlings plo. The cos! of any saands st to senvecs congbions rader the WERC Share Par 2011 are recopneed
AWECEA A Anaeal ChAES BRsad of D e wRb OF Die Finds, e T oo D DO0d oF Snaioe 2 Wiech o SuGrdl riioes

Mo Director exercimed chare options cver H3BC Holdings ple ordmary shares during the year,

Awards wera made to one Director under long-term incentive plans in respact of qualifying servicas rendered in 2018 (2017; ane
Diractary. During 2018, one Director received sharez in raspact of awards under long-tarm incentive plans that vested during the year
{2017: ona Director).

Ratiramant banefits are accruing to one Director undar monay purchase schamas in rezpect of Directors” qualifying services (2017: one
Diractarh. Contributions of £3,778 were made during the yaar to monay purchasa arrangements in respact of Directorz’ qualifying
sorvices (2017 £10,0000.

In addition, thera wera payments undar retiramant benefit agreements with fermar Directors of 817,163 (2017: £791,152), including
paymants in rezpact of unfundad panczion obligations to fermar Directors of £887,227 (2017: £666.214). Tha provizion at 31 Decambar
2018 in respect of unfunded pension ebligations te former Directors amounted to £10,556,724 (2017 £11,655.477).

Of these aggregate figures, the following amounts are attributable to the highast paid Director:

2ai@ 207

£000 BN

Zalaren and othar amolumants G233 1684
Arnusl ncentwves” 361 B10
Long tarm mcantvas BI5 1,586
Yaoar anded 31 Dec 1,559 3,767

1 Avivirdt fidol 1o e Agfest fand Diracior &rd Jalangd o D v oF cisdh 58 HERS Hoking s pic shides Tha 3ol shown m covnpnsed of £ 180 207 (2017 PARLERN i cash and
FISHEIT (HONF: LA 550) an Fastracind Shares,

2 Thaamoant shown i connprresd of £ 103 566 S P G, 1007 an daferrad cash, £778 08 (2007 £F00,FOR) i dioferriol Resestod Shavas and C283 35 1 2017 L2535 506) v shares
g fh GIFEF Thams WO rafine 0o 8 For o of S Bl DA Wl vgsl fodosang S sulbsianial compiains oF DT veihng Coabin STached m Diesd aunards m JITS The mal
wasting panod of detirrad cash and shave awands is no less Bhan Sras years, wath 509 of Bie awvand vesbing o soch of the fast aad second sonansrsarms ofF Sha obide of B award and’
e BAlACH VDG O DR B Sonnaartany of Dl OU0e of D pend. THE SERS eGS0l B SLBpacT D B And-rnn il ARG Car ol Lo vestveg GIRSIP Buwana S0 Stlyscr B @ e
VR VRSt panod aod @ redtanbon ragremant Wbl cessa Bon af smplymant (oo westing.

Tha highest paid Directer recaived shares in racpact of qualifying cervices under a leng-term incantive schamea.

Penzion contrbutions of £2,778 were made by the bank in respact of sérvices by the highest paid Director during the year
(2017: £10,000).

7  Auditors' remuneration

2018 2m7

Cm £m

Audit feag payebis to Pwd 11.8 141
Jthar nudit fass payabk 0.4 05
Waar anded 31 Dec 12.2 146
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Feas payable by the group to PwC

208 7

£y £Em

A fod for HSED Bank pha's statutiny sudit’ 8.7 [
Faaa far obar sannca prowsdad o tha group 11.8 133
- waedit af e ghoup s mm....“’ 51 B4
- aydit-ralntad nesumncs services e a5
= QUG BRRLITRNDE BONACER 44 40
— O NGt SATVeEE 0.1 04
Yaar snded 31 Dee” 18.5 210

T Fost paysbls i PO 1 R nny SRR o o CoeRndoiiier S ansal St OF S Drege and Hha Sapaats financa AEienae of HERC Baak plz They aeclioe amcents
parvatida oy B Safinkony audd of B Bank s sirlsaars witich Save Baad wackndad s Tads oy clber Sarvosss prosadied’ i Bhe geoup”

Inchaaeg Teds paya bis 10 PARC B Dl SEUIGNY ST of Sha band 'y s Besalinr s

Inchadbng swrwwces for asmrancs and offer serwoss that rafale i siafeinry 3o ragoiioey flng s, snclaaing oorabr! el inrs andfmbanT P

Anchavig COAS Pl rrpliied Sarwoi riTng B0 SO CEVESYe IENcE Dranssc o ag. Ak

T S017 comparaties have Dean represended 1o maiect Hhe Francal Baporing Coenad guasiancs g anang chssihaa bons of ron-auat servioes, The $oiak ramam uaahanged far
HEE.

S A Lo ha

Feas payable for non-audit sarvices for HSBC Bank ple ara net disclosed saparately because such fees are disclosed on a consclidatad
bazis for the group.

8 Tax

Tax expance
208 T
£m £
Current tex 480 (]
= for this yaar 5iz B4
= pdjustmants i respact of pror s [FF{) a3
Dafarmed tex {aa)y (]
— argmatan and rvarsal of femganary diffarences (B} &)
- affact of changas in tax ratag 13 16|
- adjuBtmants i repact of Grar yams = HLa])
YWoar srwded 31 Dec 342 B28
Contnusd opd sl 115 188
Dipcontnued opsrnticns 23 ]

The group’s profite are taxed at different ratez depanding on the country in which the prafitz arice, The key applicable corporate tax ratas
in 2018 include the UK and France. The UK tax rata applying to HSBC Bank plc and its banking subsidiaries was 27 .00%(2017: 27.25%),
comprising 19% corporation tax plus 8% surcharge on UK banking profits. The decreasa from 2017 iz dua to tha reduction in the
corporation tax rate from 20% to 15% from 1 Apnl 2017. The 15% rate of corporation tax in the UK will be reduced te 17% on 1 April
2020. The applicable tax rate in France was 34% (2017: 44%) and will ba reduced to 26% from 1 January 2022 Othar ovarceacs
subsidiaries and overseas branches provided for taxation at the appropriate rates in the countries in which they operate, The tax ralating
to dizscontinuad oparations relates te the activities transfarred to HSBC Bank UK ple en 1 July 2018,

Tax reconciliation

The tax charged to the income statement differs from the tax expense that would apply if all profits had been taxed at the UK corporation
tax rate as follows:

2018 2017
£m L m £
Proft Bafors ta 1,974 24570
Tax axpanss
UK componmston tex at 19 008G 2017 18 26%) ars 18.00 55 1828

ai 108 46
Non-deduchbls customar compaensation axpense {01y 129 Hd

9% surchange on UK bankmg profite a4
2

Parmanant dissllowsblas el 1.9 o] L
a2
52

Irpact of taxng ovarbsas profie ot deffanent elee 1.6 05 45

Loeal tmose and dvitsans wwdhholden] laxen 2.8 ¥ 1.3
Impairmant of goodwll - - a 0
Mon-daductb s sgulatosy mTtlemants [8) 0.4 [163) [B&]|
Mon-teomibis incoma and gome subject to e st & lowar rote {10} {5.4) 125y G i
Adpsmtmant n reepect of pror weers (2) {1.1) il R4l
Movamants in unrecognised dafemed tnx (&) {04y (P14} ]
Chainge n thx raben 13 a7 6] £
Crhar {16} {0.8) 4] 3|
“faar snded 31 Dec i 224 L] 3.3
Contnued cpensteng 118 188

Ciscontnued oparationa 323 bk ]

Tha effective tax rate for the vear was 22.4 % {2017: 22 3%). This was higher than 2017 mainly due to a lower level of non-taxable
ragulatory provizion ralesces and other non-taxable income, offset by a reduced level of ovarsess profits taxed at higher rates and a lower
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MNotes on the Financial Statements

level of non-deductible expances,

Accounting for taxes involves some estimation because the tax law is uncertain and the application requires a degree of judgement,
which sutharities may dispute. Liabilftieas are racogniced basad on best estimates of the probable autcomae, taking into account axtarnal
advice whera appropriata. Wa do not expact significant liabilities to arize in axcess of the amounts previded. The currant tax asset
includaz an ectimate of tax receverabls from HMRC with regards 1o past dividends received fram EU rezident companiaz. Tha ullimate
resolution of this matter invohees litigation for which the outcome is uncertain and is unlikely to be resolved in the short-term.

Moverment of deferred tax assets and |mbilties

Aetirement TP TR Y plant ansd sale  Goodwill mand =
Benafics provisions equipment  imvestments Intangildes ‘Criher Taml
The group £rm Em £m £m £m om £m
Papiti® kT £ 349 = 185 134 737
Linbulito |1.l|ﬂ|1 ﬁJ sw.a = - |1.sm|
At 1 Jan 2018 {1.421) 30 349 (g ] 185 134 et
IFAS 3 trarstons| adustmant - 38 i1} 153 {1} {17} 172
Trardar 5o HSED UK Bank ple and its subadinnag 1.592 {156 {73 1 (20} (L] 1.334
Inanmg gintament a8 Ny [E] = 10 a5 48
Othr comprahanaie Hoome an 129 = nan = {135) [2a0)
At 31 Dwe 2018 o] 28 272 73 174 18 511
Aamatat 7] 2 281 = 174 26 605
Linbiltes® - FJ A A - J
o T i 07 —J 166 e [ 1094
Linbilitis” B0 [113 7] 100 (51 [ [1.411]
At Jan 2017 | PEE] &7 30 |100] 147 116} 1377
0 Sintarm et 51] [#2) 1 14] 6 Aag (Al
Jehar comprahanane neoma {BaE] — - i — &7 B0
Equty — - - - - 1 1"
Forgn axchangs and ot ndpatmants 1 [16) 14} il F i Ll
AL Deg 2007 [1.421] 0 344 EDI 1675 1354 (20|
Ausats’ 24 ke a449 - ek 1034 ay
Linbiltias" [, 456] 5 - [ED)J - - [1.540]
1 Oty chafeirra S ssmats s Sabalts rafale i moused S i sses, shava-based DayTnsets and cagh fow hooges
2 ﬁ?m:f e Wt CoOUnaRs, 10 DRGCETS b ainciodasc in D SCOOUNTE v A5 luwes olfenadl My Senels D540 G0F £150m fnof ol sl La SSbalid £25
Meowvemant of daferrad tax aszets and labil#ties
Ratirsmant Froperty, plant Goodwill and
benefits  wnd equipment intangibies Ot Total
The bank im m £m m om
Agzars” - 299 192 o ﬂ
Limbilit=s® 11,48 - - - .
At 1 Jan 2018 {1,480 289 192 a1 927
IFRS 9 transtrone] adustmant 1 - - 143 144
Trarefar to HWSEL UK Esnk pla 1,582 47 23 {154) 1,368
Income stetamant 7 13 a8 2} 28
Jnher comprahanang aeorme {89} - - (75} (165)
Forgn axchanps and o adasrients - = = {1} m
£ 31 Dae 2008 I_ﬁ 255 177 445
Assats” 22 257 177 ;J 456
Linbilbas” = [F! = n
Aspats” - 27 166 Gd LT
Linbiltmas? (&0 - - £83) [331]
A1 Jan 2017 |&2E}E 217 166 1 |454]
incoma sintement B7 73 o 1 125
Jthar comprehansmwe mooma |G} - - - Eod]
Edquety — — — - —
Forsagn axchangs ond cthar ndpetmants - - 1 1 i
Ardl Daec 2017 11.45:3) il 1% B a2 ¥l
AsButs” - 263 162 1 662
Linbilss® {1.484] - - - 11.455]

1 Ot ol T Sieals 5’ Fataited fafrs oo e villng of ot bl SRR Srpienant Sl wanomd, irirsed’ M iees shive-based Daynoants 5ar cieh B heakes
o Afor patting off BRlances welfun countras B balncas a5 dfeckaad n M SCooants e 82 ws Seferedl S astats S GEOTE Ehm) and defered fax B bets ERw
R AR
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Unrecognized deferred tax
The group

The amount of tem porary differances, unused tax losses and tax credits for which no deferred tax asset is recognized in the balance
cheat waz £870m (2017; £7E65m). These amounts consist of unuzed tax losces and tax credits ansing in the US branch of £6854dm
{2017: £513m} and unuced temporary differancesz and tax losses in Europe of £178m (2017: £251m). The majority of the unrecognized
losses in the group axpire after 10 years.

The bank

Tha amount of tamporary differences, unused tax losses and tax credits for which no defarrad tax asset is recognised in the balance
sheat was £825m {2017; £707m). These amounts include unuzed tax losses and tax credits ansing in the US branch of £654m

{2017 £513m} and unused tempeorary differences and tax losses in Evrope of £131m (2017: £251m). The unrecognisad losses in the bank
axpira aftar 10 years.

Thare are no unrecognized defarred tax Rabilities arming from the group’s investments in subsidiares and branches.

9 Dividends

Dividends to shareholders of the parent company

o8 amF

L per shars Em £ par sham £m
Dividends paid on ordinary shares
Saoond indanm didand n reasect of tha pravsos yon! 0.73 583 0 B2 A6
First nturm dwidend i raspact of the curnent year 0.30 234 0F 186
Total 1.03 BirF 0 7% [1k]
Dividends on preference shares classified as sguity
Dewidand on HBEE Bank ple non-cumalatan third dollar prefesencs shares 1.47 = 1.4% B
Total 1.47 51 143 &0

A second interim dividend for 2018 of £406m to the shareholder of the parent company wazs declared by the Directors after 31 Decembar
2018 (Note 36),

In addition 1o the second interim dividend above, a special dividend of £674m was declared after 31 December 2012 an the ordinary
share capital of HSEC Bank ple in respact of 2012 and will be pavable on the 26 Februany 2075,

Tha total dividend declared on ordina ry shares in respect of 2018 was £1.314m (2017: £789m).
Transfar of the fng-fancsd hank

On tha 22 Juna, the Directors declarad a dividend for 2018 of £12bn to the shareholder of tha parent company with rezpect 1o ring-
fencing. The dividend was detributed on 1 July 2018 on completion of ring-fencing, This dividend did not form part of the regular
dividend policy.

Total coupons on capital securities classifiad as equity

2018 ETIER
Firat call date £m £m

u:ud_-nd S_II:-ndlmd additional Tiar 1 instruments )
= El0SEm - Dac 2018 3 5
- £1,100m " i 2004 £l &1
- €1.300m Dac 2020 102 160
- £33 Jan 2022 12 1
176 #i1

T Wi et frovry T Sl S0 ondlie o £ong -BRncng ransliee Sl B8 A o clb i ains oy res et of e dasng 1L O LAnataned Sinbovalnaoad Asarmnal Tee [ Samimir
esund 0T (Catatde Decambar 2015 omvand's) and £7, 100m Undated Sutordmated” dolttonal Ter 1 instumend sed 25600 (Calsibe Doecnmbor 2004 omaards) ssuad by HSEC
Eank pd: s ransliv e o NEBC LI Back pl
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MNotes on the Financial Statements

10 Trading assets

T Grcaf Thea Bk
208 2010
£ £m
Tranmary and othar aligbis bills 2411 1,104
Dabt pacurites'-* 41,108 26,144
35257 33695
Trading 1 78,776 60,943
Loors end advences to baniks © e 7,148
._L_Earu Ejd Hdh’ﬂ"l;d; 'I.cl It:l.rl;a:I-';--a'ul:I 8,7e7 @-i:
At 31 Dec 95,420 77,765

1 dncladed waliin B sbowe fgues by De grouh ars dabl secrims maped by Backs and ot financal mett bony of £0, S84y (2007 08,555, of wheah £ 400m 2017 155 im) aiw
GUAARTSRT DY VRIS OV

& dnckeabed weltien B above Aguves ky Se banik ave celd securrtes maad’ by Banks and otber Sosncal smstirdons of £85I SOTF £8, 2F2md, of whesh PS8m (2017 o) sve
L

& {owns and advances (o bawks s on oM ars s0ckao everss reons, Siook bovrowang andf o ther amoaals

d  Sedvhaersn Socolnals, CREh CoNanv Y Sndf i iEan deciesd bilss ke Wiy Tadns and Sofances o Banks” anl Lo and’ Soheincad it cursitedr s [Dhe growh BF6, &8y Bha Bank
35 773m) weng ractrapii from Tragng Sssel’ b0 FrapEymsnts, oo e moama aF ather aseets’ on [ Janoany SOTE, and compss e aam wag nod restamd T recisemtosdon
WwalE g acoordancs wath WSS 5. Rader B Note 34 T iecis of reclcsficatong ppon adopioa of RS 5 oy Rrthar datas

11 Fair values of financial instruments carried at fair value

Control framework

Fair valuec are subject to & controel framework designed to ensure that they are eithar determined or validated by a function indepandant
of the risk taker.

Far all financial instrumants whare fair valuas are daterminad by refarance to axtarnally quoted pricas or observable pricing inputs ta
modals, indapendant price determination or validation iz utilizad. In inactive markeats, the group will source alternative market information
to validate the financial instrument’s fair value, with greater waight givan to information that is considered to be more ralevant and
reliabla. The factors that are considered in this regard are, inter alis:

* the extent to which prices may be expected to represent genuine traded or tradable prices;

* the degree of similarity between financial instruments;

* the degres of consistancy betwean different sources;

* the process followed by tha pricing providar to deriva the data;

* the elapced time between the date to which the market data relates and the balance sheet date; and

* the manners in which the data was sourced

For fair values determined using valuation models, the contral frameweork may include, as applicable, development or validation by
indepandant support functionsz af: (i) the legie within valuation modale; (ii) the inputs to these medeals; (i) any adjustrments requirad
outside the valuation models; and (i) where possible, model cutputs. Valuation models are subject to a process of due diligance and
calibration before bacoming cparational and are calibrated againzt axternal market data on an ongoing bagis.

Financial liabilities measured at fair value

In senain sircumstancas, the group records its own dabt in issue at fair value, based on quotad prices in an active market for the spacific
instrument. When quoted market prices are unavailable, the own debt in issue iz valued using valuation techniques, the inputs for which
are baced aither on quated prices in an inactive market for the instrument or are actimated by cemparizon with quoted pricez in an active
market for similar ingtruments. In both cases, the fair value includes the effect of applying the credit spread that is appropriate te the
group’s lisbilitias.

Structured notes isued and certain other hybrid instruments ara included within trading liabilities and are measured at fair valua,

The spraad applied to theza instruments ic denived from the spreads at which the group iEsues structurad notes.

Fair value hierarchy
Fair values of financial aszets and liabilities are determinad according to the follewing hierarchy:

*  Leval 1 - valuation technique ugsing queted market price; financial instruments with quated prices for identical instruments in active
markets that HSEC can access 81 the measurement date,

+ Lavel 2 = valuation technique using cbzervable inputs: financial instrumants with quoted prices for similar instruments in active
markeis or quoted pricas for identical or similar instruments in inactive markeis and financial instruments valued vsing medals whare
all significant inputs are obsarvablae.

* Lavel 3 = valuation technique with significant unobsarvable inputs: financial instruments valuad using valuation techniquas where one
af mors significant inputs are unobservabla.
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Financial instruments carned at fair value and bases of valuation

2018 amT
Lwval 1 Lewal 2 Level 3 Totsl Lol 1 Lol 3 Ll 3 Total
The greip L Cim £m £ £m em em £m
Racuring far valus maasuarments a1 31 Des
Ansats
Trading sresta 59,774 22,004 3552 95,420 920 G1.405 #2084 Hah, TAE
Firenziml ngsate dagigrintad end cthanwss mandatonky
maasurad at fair volue Swough prolit or loss 10,128 5590 2,081 17,799 LY LY MiA A
Dariestas 1,101 141,341 2,080 144,522 ot 141,237 1,784 143,508
Finencs| sssats dasignatad ot for wive A oA PA, A 8808 278 B4 L
Firsnam| imasarrnents 40,237 6,232 780 47259 45,367 8658 1,436 58,000
Linkilitins
Tradmg fabultws 35,964 13,504 48 49,514 N 356 74,086 1,004 106, 436
Firmncml labilitss dasgrated at far yvalus 5,337 30,595 S80 36,922 3082 16167 - 18245
Do riwatross 1.420 137,049 1463 139,932 637 136,140 1333 140,070
Financial instrumants carried at fair value and bazez of valuation
2me 2mz
Lol 1 Lewsl 2 Level 3 Totsl Lavad 1 Liowal 2 Ll 3 Total
The bank £m £m £m £m i) £m By i)
Rucurrng fair valss mansuemants st 31 Dac
Aszets
Tradng mesats 53,104 21,075 3586 T TES P4, ERR 47 200 2008 184,054
Firencisl assats designated and otharwiss mandatonby
maasurad ot fair value Seough poolit or boss 24 5,051 ara 5. 745 LTy LYY LY 5
Dartentnas Bag 136,247 2,133 139,229 63 133359 1,608 156,236
Firmnzial ngsats dasigrintad ot for valus A LS A, A - - - -
Firsmneinl irvisirmanta 24,511 2,116 7z 26,699 AT.433 FE L 1.072 Ak
Linkilities
Tradng babdd ks 15,1248 12,154 13 27,30 10,523 6042 Tz 77203
Firmncm| Imbilitss dasgrsted at fair valua — 23 303 Tia 2283 = 39,008 - 11.008
Darivatres 1,237 132,351 1.719 135,307 AFE 130,002 1607 153,008
Transfars betwaen Level 1and Level 2 fair values
Assets Linkslities
Desigrinted snd
athsraise
mandntoriby
Financial mensured ot fnir valus Trading Dresignated
I T g sset gh profit or boss”  Desivatives Enbilities st fair value  Derivotives
[ £m £m £m £m £m £m
At 31 Dec 208
Tranalans Lo Laval 1 to Lawal 2 - 183 - - 33 — -
Tranalens frovm Lavel 2 to Laval 1' - 1.625 - 26} 1,275 = {103
Agmats Lmstnlition
Deaiignansd ol
Avadabde-for-sale  Hald forirading  Demsgnated af Tar vales Darmarives  Hedd for rading far valss Ehanravari v
Em £m frm £m £m £m Em_
AL Das 2007
Teanaters feom Laval 1 o Lawal 2 Ti4 i - — 1 = e
Tranafans from Lavel 2 to Laval 1 — i - — Fii - —

T Leprad corpovath bovialy of £ 5470 an racing Sesers Sd £, 2000 oy Feoeng abuditag wead ransferad o Laval 5 o Leved T akong [ panod|

2 Tha group adopied IERE 3 on T danoavy 2018 o S re: on af carfasn financad assels and fatekted. T compwaives by Hancel sty dengpnated and ofienvrs
ARy ARG BT U Bk [P o EraT o Aok el B0 Era P BRnc Broals g npmd 31 e vakes” Saler [0 Molg 3 ENGCE of fecinadiEa s gron S af
RS 5" for Burther datady

Trancfare batwean lavels of the fair valua hierarchy are deamed to cccur at the end of each quarterly reporting period. Trancfars into and
out of levels of the fair value hisrarchy are nermally attributable to obsarvability of valuation inputs and price transparency. In the current
yaar tha majority of the tranzfar relates to the raclassification of cartain pesitions whare improved data is now available.

Fair valuse adjustments

Fair value adjustments are adopted when the group determines there are additicnal factors considered by market participants that are
not incorporatad within the valuation model. Movemeants in the level of fair value adjustments do not neceszarily result in the recognition
of prefits or losses within the income statement, such as when models are enhanced and fair value adjustments may na longer be
raquirad.

Bid-offer

IFRS 13 "Fair wvalua meazurament” requirez uze of the price within the bid-offer cpread that iz most raprazentativa of fair value, Valuation
models will typically generate mid-market values. The bid-offer adjustment reflects the extent to which bid-offer costs would be incurred
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MNotes on the Financial Statements

if substantially all residual net portfolic market risks were closed using available hedging instruments or by disposing of or unwinding the
position.

Uneertainty

Carain modal inputs may ba lacz raadily detarminable frem market data, andfor tha choice of modal itzell may ba more subjectiva. In
these circumstances. an adjustment may be necessary 1o reflect the likelihood that market participants would adopt more conservative
valuas for uncertain parameters and/or modal azsumplions than those uzed in the valuation medal,

Credit and debit valuation adjustmeants

Tha CVA iz an adjustment to the valuation of ovar-the-counter ("OTC') dervative contracts to reflact the poszibility that the countarparty
may default, and that the group may not raceive tha full market value of the transactions.

Tha DVA is an adjustment to the valuation of OTC derivative contracis to reflact the possibility that HSBC may default, and that it may not
pay the full market value of the transactions,

HSBC calculates a saparate CVA and DVA for sach legal entity, and for sach countarparty to which the entity has axposura. With the
exception of central clearing parties, all third-pany counterpaniss are included in the CVA and DVA calculations, and these adjustments
are not netted across Group entites.

HSBC calculates the CVA by applying the probability of defaukt {'PD) of the countarparty, conditional on the non-default of HSBC, to
HEBC's expected positive exposure 1o the counterparty and multiplying the result by the kosz expected in the event of default.

Conversely, HSBC calculates the DVA by applying the PD of HSEC, cenditional on the non-default of the counterparty, to the expected
positive axposure of the counterparty to HSBC and multiplying tha result by the proportional lozs axpacted in the event of default. Both
calculations are performed over the life of the potential exposure.

Far most products, HSBC uses a simulation methodalogy, which incorporates a range of potential exposuras over the life of the portfolio,
to calzulate the axpeacted positive exposura to a countarparty. Tha simulation methodology includes credit mitigants, such as
countarparty netting agrasments and collateral agrasments with the counterpany

The mathedalegies do not, in ganeral, account for "wrong-way risk’, which arizes whean the underlying value of the derrvative prier to any
CVA iz pesitivaly correlated 1o the PD of the counterparty. Whan thara is significant wrong-way rick, a trade-zpecific approach is applied
1o raflact this rick in the valuation,

Funding fair value adjustment

The FFVA is calculated by applying fulure market funding spreads to the sxpected future funding expoesum of any uncollateralized
componant of the OTC derivative portfolio. The axpactad future funding exposure iz calculated by a simulation methodology, whera
available, and iz adjusted for evantz that may terminatae tha axposure, such as tha dafault of HSEC or the countarparty. The FFVA and
DWA ara calculatad indepandanthy.

Medel limitation

Meodels used for portfohio valustion purposes may be based upon a simplified set of assumptions that do net capturs all current and
future material market characteristics. In these circumstances, model limitation adjustments are adopted,

Inception profit (Day 1 PEL reserves)

Inception profit adjustments are adoptad when the fair valus astimated by & valuation modal iz based on one or more significant
unobcarvable inputs. The accounting for incaption profit adjustmeants iz diccussed in Note 1,

Fair value valuation hases

Financial instrumants measured at fair value using a valuation technigue with significant unobservable inputs = Lavel 2

Azngls Limbifities

Designated snd

otherwize

mnndatority

measured st Tair

Financinl Hueld far valus through Held for Designated at
Investrments trmding profit or boas  Dervetives Total frading falr value  Derivatives Total
The group rm £m £m Lm Lm Em Cm Cm £m
Pravate eouity including
Elratagis imeaarneta &2 10 1,573 - 1,745 10 - - 10
Aspat-bocked peoudms 723 T30 24 — 1.477 - —_ — —
Ssructured noten - 2 — - 2 36 S0 —_ 1,008
Do = = = & G &, 080 o i 1,463 1,963
Othar partfalios 5 2810 384 - 3199 = = — —=
At 31 Dec 2018 790 3552 2,081 2,080 5,503 A6 390 1,963 &5
AEEATR Ll
Awailabie-tor Hald fai Dadignated o oy abd for Désignate al
waky g WA Dwe g sy Tomd nrding Tar valus Dadovanves T
Em £m Hal Em Emi Em £m Em Em
Peamts adunty wnshiding

stratagc iImaatmants 647 6 Gl - gls 14 - - 14
Asgat-bocked secuning Likg] EEE - - 1IET - - - -
Hrestured mteR = & == = & E] = = aan
] — — — 1,16 1.MmG4 — — 1,333 1,553
Othar portiolcs g 1378 - - 1,358 - - = -
A3 Dac 2017 1 AR 2284 4 1. 764 5E4F 1 00 ~ 1,233 2,27
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Financal instrumants measured at fair valus uzing a valuaton techmigue with slgmflqm unobsarvabla inputs - Lavel b (eontinuad]

Asasts Linbsilities
Designated and
eheradse
mEndatority measurad
Flraancial Hedd tor &1 fair vabua through Hald ter  Designated
lnvestmisnia erading profit or boss  Dedvatives Toial tradding ot fnlr value D ervatives Toinl
Provaita aguity including
Bl el s ryvaalmants 1 A - 498 - - - -
Aagat-bcked pecurieg 19 TTE 226 - 1,021 - - - -
Struchumsd notes - - - = - 19 T8 - Tar
e ] = = = 2133 2,133 = = 1,713 1,713
Dithit podtiolxs - 2,809 - = 2,808 - = L] a
At 31 Dec 2018 r2 3,586 L 2,133 6,801 149 pri] 1,718 2,366
Apgatn it
el ey A o0 Hald for Pkl for - Designated ot
Ell iradng  Desgnated at fairvale . Dervatenas Total wading Tir VB Chariveri s Total
(3441 £m Em £m £m Em Em Em Em
Provarty aqudy inchuding B
#lratade rnvaslarts 347 my == = it = == == =
!._'Iﬂ'!_-lﬂfi_:id BRCLNS _2_2'] a0 - - 1,706 = = . o
= = = = = 7 = = iz
= = = 1.8 1,808 = = 160 1607
Lt il L N o L - ..., /) = - ...
Ard1 Dec 2017 1072 2,050 - 180 G808 FlE - 1507 o]

Leval 3 inctrumeanis are pracant in both ongoing and legacy businezsaz, Loans hald for sacurmization, darvatives with monalinas, cartain
‘othar derivatives’ and pradominanthy all Level 3 AESs are lagacy positions. HSBC haz tha capability to hold these positions.

Private equity including strategic investments
The invastrmeant's fair value iz estimatad: on the basiz of an analyzis of the investea’s financial position and results, risk profile, prospects

and other factors; by refarance to market valuations for similar entities quoted in an active market;, or the price at which similar
companies have changad ownarchip.

Asset-backed securities

While quotad market pricas are ganarally uzed to detarmine the fair valus of thesa securities, valuation models are uzed to cubstantiate
tha reliability of the limited market data available and to identify whather any adjustments to quoted market prices are raquired. For
cartain ABSs, such as residential morgage-backed securities, the valuation uses an industry standard model with azsumptions relating to
prepayment speeds, default rates and loss severity based on collateral type, and performance, as appropriate. The valuations output is
banchmarkad for cenzistency against oboarvable data for zecurities of a similar natura.

Structured notes

The fair value of Lavel 3 structured notes iz derived from the fair value of the underlying debt security, and the fair value of the embedded
derivative iz determined as described in the paragraph balow on derivatives. These structured notes com prise principally equity-linked
notas, issued by HSBC, which provide the counterparty with a return linked to the parformance of equity secunties and athar perifolies.
Examples of the uncbeervable parameters include long-dated equity volatilfies and correlations betwesn equity prices, and interast and
faraign axchangae ratas.

Derivatives

OTC derivative valuation modelz caleulats tha prazant value of axpacted future cach flows, based upon ‘no-arbitrage’ principles. For
many vanilla dervative products, the modelling approaches used are standard across the industry, For more complex derivative products,
thara may ba soma differances in markat practice. Inputs to valuation modals ara determined from observable market data, wharavar
pessible, including prices available from exchanges, dealers, brokers or providers of consensus pricing, Certam inputs may not be
obcarsable in the markat directly, but can ba detarmined from obzarvabla pricas through modal calibration preceduras or ectimatad from
hiztorical data or ether sourcas,
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Motes on the Financial Statements

Reconciliation of fair value measurements in Level 3 of the fair value hierarchy

Mowvarmeant in Laval 3 financial instrumants

Annets Lisbitities
Designated
mnd atherwize
mandatorily
measured ot
Tir valus
Financial Teadimg through profit Trading De
Investments nomats orlozz  Daerivatives linbilites ot fwir veloa  Derivathoes
The group £m £ Em Erm {2 1] (5] Em
At Jan 2018 843 2,264 1,784 1.764 a7 937 1,333
Totsl genafiosses | moogrmed n profit o lbes i1} 118 0T 588 2} {111) 181
= it nooma from fnenced setrumants hald for tredng o
mansaged on o fier veles b - 118 - 588 2} - 181
= chanpes n fee valus of other finencs| rEtrumants
mandatandy mansured ot fair value Siowugh prafit o o - - w07 - - {111} -
= gams lees lossas from fimancal mastments ot far vakee
THOUgh Otfer COMPrafseEneang INcamy {1} - - -— —- _ —_—
Totsl ganafiossss] moogreeed n othar comprabangam incoma
s Hy & 145 = (E]] = 3 1
— frnnanl rvaetmants Teir walug gaenalTlossa] 25 = = = = = ~
= wxchengs difaances 36 145 - | - 3 1
Purchapes 25 3,059 524 & 3 57 79
Now msmnces - To1 - & 4 1,287 28
Salun [T ) [240) = 15} = 1)
Esttlaments =1 (1467 (282) 123) i (812 59
Transfars out {347} {1,114 1) {257} {16} (371) {354}
Trarsfars m 237 613 49 102 = = 148
At 31 Dec 2018 Ta0 3,552 2,081 2,080 a6 S50 1.463
Unrantsad gainaflosses] recoprusad n prafit or loss relstng to
aepats and habildses halkd ot 51 Dec 2078 - {5 a5 3z &4 56 245
- fmdng incom aogeansa] axcludng nat serast ncoms - - 3oz 4 - 245
- mat noomellaxpansa) from other fomencal matrumants
dagigrated ot fair valse - - L) - - 56 -
AEEATH L st lvteg
Ao b Hakd for  Desgrated at Hald for  Designated
for-aaly 4.7 55] LTI D iwilanes tradng et fair vaise Darrataan
£m £Em £m £m £m £m £m
Art Jon 2017 i .01 Fil 2,161 75d & LETF
Tots! genafiosses | moogrsed N profit or e 24 7] 12 38 L] 6] 433
= treding incom effaxpensa] excludng net mbsrest incoma - [1714] - =8 [ - 433
= gaing kes lossas from finanosl rvestmants 2] = ]| = - Bl -
Totsl 'nihﬂll'[mﬂ moogresed n othar comprebsnsye ncoma
e H 108 1121] 1 (rli] g - 120
= e et for-pa ks mvastmante, fair volus gainellossss] 148 - - - - - -
~ cash flow hadgaes fair vakse Do ko) -— - - il - —_ [£H]
— wxchangs difamnces 159 1121] 1 183 8 - 12}
Purchages 112 1.0£6 a6 i 4 &= -
MW EBUBEG S - - - - LEL - -
Ealus na [1.454] - 81 [3l = 1|
Sattimmants 148} [0 - [F3] 558} - 2721
Transfors out [263) 101] ] 1555] 1144} - [t
Transfars n 704 BEd - 214 14 - 161
Ag 31 Dac 2017 1,435 Fr ] il 1,1 1,004 — 1353
Unrastssd ganeflcesse] recoprusad o profit or koes ralsting o
oapats mnd Babiltes hald ot 51 Dec 2017 17 -3 4 il 1686 - 173
— g insom aaxpanss] axeledng nat eberast ncoma - £ - 75 166 - 175
— rt medme Trom othar Tinendes | neiumants deeignated of
fair velue = = 4 - = = ==
- komn mpsirnent chargas and othar credit rsk provisions 17 - = - - - p
P dnoligied o Avadatie-for-sak Far e i I'mﬁmnm‘mmmmm S5 bSO S TR ST,
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Mavamant in Lavel 2 financial instrumants (continuad)

Ansets Linkbilitea
Designated and otherwise
Financial Trading moasured ot tair Trading Dasignated
Inreastrients Aasets value through profit or loss  Derivatves  Liabilities &t fair value Desfvntives
The bank £m £m £m E£m £m £m £m
AL Jan 2008 140 2,362 SED 1,608 32 Foo 1,605
Total parnetlossss) recogniesd n profd of loes {1 117 S8 610 [Fd] {87 187
— mat meoma from Dinantal nEtrumanta Bald far
trading of managad ame foir ks Dok - M7 - 610 - 187
= ghanped n o valus of othar Tmencal
TNt mandatoriy messurad 8t fnk
walue théaugh pralit of lkees = =, a8 B = (87} =
= poing lass kossas from fnancel mgstmants et
Tair vnive thicugh other compeahangive
neama Ll = = = T = o
Tortel pansdflossen) recognsped n othar
comprabrdve meoma [(OG17] 1 144 16 - - - -
= axchange differences 1 I 1“' 16 | - I - I - ! - I
Purchasas 23 3,126 18 - - - Fi]
Maw i - 701 - & - 1,273 34
Salag 12) {1,101} - - - {11}
Sattomants {10} (1,462} pied) _ (130) 0 757) 52
Transfere out 73 (1114} - p@es (7 (361) {367}
Tranefss n 4 813 e 104 Lo = 138
At 31 Dee 3018 3, SEE B70 2,133 13 728 1,713
Unranlesd genalossss] cacopmaad o pralit or
loag ramDng 10 pesate and mbd e held ot
3 Dac 208 - 5 L] 258 {4 48 (248
= tradeg ocomaTexpanss ] axciudng nat
niarast nooma - -_— 255 i -
— rat meomaTpansa) Trom othar finengel
nstruments damgrintad et fair vale - - - - - 48 -
Aty Loyl s
o bbb Hald for Habd for Desgnoted of
foranky tradng Desgnatad ot fair vabie Darnmtvas tradhing irvelus  Daramives
Em Em £m £m Em Em Em
A1 Jan 207 1, A6 2 Tdd = P 453 = 2016
Tirisl paradtildass) recogriesd o profd of e = a3 = = Pl = 427
= trndmng mcemaTaxpanaa] axciidng nat
AbaraEL FIcame - [135) - = 24 - =T
= goms lues lossas from frencml mmestmants - - - - - - -
Totsl pansflossea) i n othar
comprahanswa rcurt??‘ﬂﬂﬂl."jd‘ 1B gy = (&) = = =i}
= gy ibbile-for-eaks nesstmants! far walue gene’
|leasan] i=r - - - - - -
— gagh flow hadpes fair vale ek REaE)] — = - 1263 —_ =i fd]|
= axchanga diffemances b 123} - 1173 - = [
Purchenas 848 1,087 - 1 - - 15
Mow IBRIBNTGE - = - = TEE - -
LT {1,131 1,481} - i3] i3] - ]
Lattbmants [&24) [FEE = )] [E1E] = jri]
Trane e out 1511 [Voe) - E4a1 naa - a7
TrarEsE n 17 E20 — 202 - - 180
A3l Dag 2017 1,072 2,058 - 1808 =y - 1,607
Urraslied garaflosses) recopmsad m gpralst or
lose ralnting o assets and hebil tas hald st
3 Dac 2N} - P - )] a0 - 177
- trndng ranmelexpanig] axsldng net | T 22] - T 10| = | 177

¥ The bank Aed ng kv 5 asseds ov Saberes s naied a1 fas vk J0I7,
2 lnchdted i Avadatde-or-sals ivasimants: far valre ganediomsen)” sod Eaciange dftyences i o conmoibaied’ siaiemant of Conore s Mmoo,
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Effect of changes in significant unobservable assumptions to reasonably possible alternatives

Sensitivity of Level 3 fair values to reasonably possible alternative assumptions

e 207
Reflocted in Refacted n
profit or loeas Reflected in OCI proft of oge HAallcred n OCI
Un- Un- Lin. Lin
Favoursble favoursble Faveurable favoursble Frooutsbls  Batumis Freosbla  fivoudibh
& i o chang changes changas changas changas
The group £m £m £m £m fm £ £m im
D membowvizs, treding assats snd tradng [T 155 {147) - - 1650 1141] - =
Dasegrmted and ofmeawnes mandatonly mensued of e valu
through profit or bes 177 {124} 3 1) 3 [=H] - -
Fireng sl nvastmanta 7 [] 17 (k)] 3 1T s Fil
At 31 Dee 339 m 20 ﬂg 206 311 i il
Thee bank
Daramabves, treding aspets and trodmg lebdiben’ 136 {127} - - 128 11&7] - =
Dassgrated and othenswnss meandatonly messused st feer velus
thiaugh prefi of kmsa 53 {51} = - = = - -
Firmncoms| mwastmants & {6} — — ax %0 - -
At 31 Dec 195 {1843} — — 178 HE7] — —

1 Darnasss, oG FEeds nol Irading Febabias Svd Dracanied 35 onm CRSEOY 0 recT tha mranids m e Tecs wsinamsidits ard fek radesgod.

Sansitivity of Level 3 fair valuas 1o reaconably pozcible alternative assumptions by instrument typa
2018 7

Reflected in Rafkctad a
profit or losa Reflected in OC1 profi or lose Ralkcted in QCI

Un- Lin= Lin- Ln-
Favourshis fowournbls Fevowsrsbls fevoursble Foecurable fawoumbis Favourabla fmecusscis
changes changas ehanges elidniges Lgb i ahigad Eeghi e o1 [T

£m £m £m £m £m £rm £m £m

Fibonta sty e hicliog siathgn brvesiminth el i = = o =] 2 121
Asnat-bocked seoutne i 3 {18 20 e 34 [#0] - =
Brructurad n:rll;; 10 {10} - = B ] = -
] 74 74 = = L |B4) - -
Othar daratiag = = = = — - — —
Onhwr povtlalos 44 {55} = = 25 |2@) -

ﬁ 31 Dae '.Eﬁ w E‘U ﬁg- 208 62_21] il E

The zensitivity analysiz aims to meazura a range of fair values consictent with the application of a 5% confidenca interval.

Methodologies take account of the nature of the valuation technique emploved, as well as the availability and reliability of observable
proxy and historical data,

When the fair value of a financial instrument iz affected by more than one uncbsarable azsumption, the above table reflacts the most
favoura ble or the most unfavourable change from varying the assumptions individually,
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Key unobservable inputs to Level 3 financial instruments

Quantiative information about significant uncbsarvable inputz in Leval 3 valuations

Falr valus 2018 207
Valuntion m::: Fulll range of Core range of Cioti rangs of
Ansets  Lishilities techniques inpurts inputs impams’  Fuil rangs of Nputs rputs’
£mi Erm Lewer  Higher  Lower  Higher Liwege  Highar Lowsar Hghar
Privaits wuty ineluding Saa pags S page
lratag s imvestmants 1,745 10 123 123 LY A MIA WA LT Y LY LTy
Sggatbecied seourEs 1,477 -
- cLoeoo’ 146 = | Market proxy  Bid quotes - 100 a8 100 - 104 13 &7
= Othar A8Ss 1,331 = | Market prony  Bid quotes - 100 ] 99 - 103 a5 2]
Btructurad notas 2 1,026
Model-Dption Equity
acuity-hrked notes = 223 miadal wolatility % TN 137 43 T &% 1% L
- hi -
Model-Option Equity 4
= = madal  correlation N% BEY. Ll T B4 9% £1% B4
Modal-Option Furd
= fund-lrked notas - 85 miodel wolatility T 1% 7% 21% B 6% 8% 6%
Model-Option
= EXInkad notas = 19 madal FX velatility % 27T% B 25% Ak 0% 6% 174
othar 2 13
Do il 2,080 1,453
Intateat rmte derovativas 1172 694
Mool -
o i Prepayment
- macu it hon Fempn 183 5ag cash flow rate % T B T% 2% Q0% 05 2045
Medal-Dptien . R
= Ing-dated swmptong 196 22 model IR velatility 1% 3% 18% % B a1t 6% Rk
- othar 183 124
P darnmtvas 342 ars
Model-Option
- FX optans | Illﬂl ara model  FX Volatility e 2% -] 18% 1% 28%, 8% 8%
Equnty e nvatasd 545 343
= fong-dnted sngh Model-Option Equity
BLaCK ophong 121 157 madal welntility 5% B 13% A6 B A5 12% )
- othar 424 186
Cradit darambivie 21 ar
- ottr | 21| a7
Crthar podtiol e 3,159 -
Modal-
Dincounted Cradit
- structund cendicetes 249 = cash flow wolatility 2% e Fal 4% 2% A% 2% 455
~ athae 2.250 —
At 31 Dec 8,503 2,499

T il coti g O DGR 6 0 DT R g W el P 0 B i T
2 (odatarabced lcan obdgatonooda ferateed dald obigaton

Private equity including strategic investments
Given the bespoke nature of the analysiz in respect of each holding, it is not practical to quote a range of key unobsearvable inputs.

Prapayment rates

Prapayment rates are @ measura of the anticipated future zpead at which a loan portfolic will be repaid in advance of the due date. They
vary according 16 the nature of the loan ponfolio and expectations of future market conditions, and may be estimated usmg a vanaty of
avidance, such as prepayment rates implied from proxy cbzervabla cecurity prices, current or hictorical prepayrment rates and
macroaconamic modalling,

Market proxy

Market proxy pricing may be uzed for an instrument when specific market pricing iz not available, but there iz evidence from instrumants
with common characteristics. [n zome cases, it might be possible te identify a specific proxy, but more ganarally evidence across a widar
rangs of instrumants will ba used to undarstand the factors that influsnce current markat pricing and the manner of that influsnce,

Valatility
Vialatility iz & measure of the anticipated future varmability of 8 market price. It vanes by underlying reference market price, and by stnke
and maturity of the eptien.

Centain volatilities, typically these of a longer-dated nature, are unobservable and estimated from observable data, The range of

unabserva ble volatilties reflects the wide variation in volatility inputs by reference market price. The core range is significantly narrower
than tha full range bacause theze axamples with extrema volatilities occur relatively raraly within the HSBEC portfolia.

Correlation
Correlation iz a meacura of the inter-relationzhip betwean tweo market pricez, and iz expraszed ac a number batwean minus one and one,
It iz used to valua more complex instruments whara the payout is dependant upon more than ona market price. There i a wide range of

instruments for which correlation i an input, and consequently a wide range of both same-aszet cormelations and crosc-asset correlations
i used. In general, the range of came-ascet cormalations will be narrower than the range of cross-asset correlations.
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Unobservable corralations may be estimated based upen a range of evidence, including consensus pricing services, HSEC trade prices,
proxy corralationz and axamination of historical price ralationzhips. Tha range of unobzarvable corralations quated in thae table reflacte
the wide varation in correlation inputs by market price pair.

Credit cpread

Cradit spread is the pramium over a benchmark intarest rate required by the market to accept lower credit quality. In a discounted cash
flew madal, the credit spraad increasas the dizcount factors applied 1o future cach flows, theraby reducing the valua of an asset. Cradit
spraads may be implied from market prices and may not be cbservable in more iliquid markets,

Inter-relationships between key unobservable inputs

Key unobearvabla inputs to Level 3 financial instrumentz may not ba indapandent of each other. Az describad above, market variablas
may ba correlated. This correlation typically reflacts the mannar in which different markets tend to react to macroeconomic or other
evanizs. Furtharmore, the effect of changing market variables on the HSBC porfolic will depand on HSBC s nat rick pozition in respect of
sach variabls,

12 Fair values of financial instruments not carried at fair value

Fair values of financml instruments not carmed at fair value and bases of valuation

Falr valus
Ouoted market Dbservable Shgnificent
Carrying prica irparts unobzervabls
W Lewved 1 Liwel 2 Inputs Lewel 3 Total

Tha greup Cm £m om £m om
At 31 Dec 2018

Azanls

Lowna ord ndvences 1o banks 13,628 - 11,870 1,662 13,632
Lonnag o advenicss 1o GusTomats 111,964 = 3 112,662 112,665
Raversa mpurchass agreamaents = non-tinding ao 102 - B0, 102 - B 102
Firmncmsl nwasimants - st emortised cost 13 - a8 5 13
Linbslities

Duponda by bonks 24,532 - 24514 - 24,514
&mmnr ACOOUNES 180,836 - 180,718 1158 180,838
Eﬂ:!uml'ﬂuu agrasmants - r\-o-:;!_lra_gnn 45,583 - 46,582 - A5, 583
.E-ub: sacuritsis i sREUa 22,721 - 22,721 - 2,721
Eu___lgf[dnnhd Tabilitas 13,770 - 13,500 - 13,999
AL Dag 2017

Auaati

Loans ond advaniced 1o barke 14,743 . 13002 a7 18,143
Lehna aevd advancss 1o cusloenadm 200402 - 1245 280518 281,763
Ruvaras (Spurdhabs BOMamants - non-redng 3 508 — a5 B —= #5505
Linbilitas

Dapoans by banka Faaaa - 25028 - 25,528
Customar aosiunty 381 548 - SR EAE a7 T BAT
Ruepurchass agrasments - nontradng Y F L - anIeE - aF e
Dbt sacurites n s 13285 = 13,258 - 1$J£
E.l__b:‘:rdnu'lud Fnbiltsin 16 454 - 18,5882 - 15.5?_._
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Fair values of financal mstruments not carned at fair value and bases of valuation [centinued)

Fiibr vl
Quoted miarket Observable Skgnificant
m price Inparts unabservable
Lol 1 Level 2 inputs Lewvel 3 Tatal
Thee basnd £ £ Cm Erm om
At 31 Dec 2018
Azaots
Lisare ard sdwiscan 1o banks 12,688 = 11,556 1,130 12,686
Lxareh ard sdviicds 10 dusimisia 58,783 — 5 58,425 59,430
Ruvarsg repurchass agreamants = non-tmding 56,495 — 56,484 - 5,454
Firencs| imvastments - st smonissd cost - - - - -
Linbdlities
Capoans by banks 18,148 - 18,147 - 18,147
Cusstomer acooLnts - 125,871 - 125,671 - 125,871
Rupul;h_m ugl-n-n_'mnls = non-trading 35,893 — 35,693 - 35,893
EI:T ERCLFEHE T ABELD S 19,085 - 19,085 - 19,085
Ehordneted Inbitien 13323 - 13,535 - 13535
A3t Dea 2017
Fugan T
Losbrs bl adwancsd o banks 16,160 — 16,122 o 16,160
Lisarsg Bl sdwaddes 1 cusbomss 220,650 - 1,126 220430 Frafol
Ravans rapurciass Bgraamants — nof-tiading T2 — e - JEE2T
Linbil doga
Daponits by banka 24505 - AAE2E - FEE
Customar poounts SRS - 20048 - DS
Rapurichasa sgraamants - non-Sradng 22 - S 220 — aR220
Dabg _:_q.q;:unr-uu YRS 108 = §'.121-'| = 5108
‘Zubordneted Inbitien 15,930 ~ 18,282 - 16,552

Othar financial instruments not carnied at fair valus are typically short-term in nature and reprice to currant market ratas frequantly.
Aceordingly, their carrying amount i2 8 reascnable approximation of fair value, They include cash and balanca: at cantral banks and items
in the course of collection from and transmission to other banks, all of which are measured at amonised cost

Valuation

Fair value iz an estimate of the price that would ba received to sell an aszet or paid to tranziar a liability in an orderly transaction between
market participants at the measurement date. It does not raflect the economic benefits and costs that HSBC expects to flow frem an
instrument’s cach flow ovear it axpected future life. Our valuation methodelogies and accumptions in datarmining fair values for which
ne cbservable market prices are available may diffar from those of other companies.

Loans and advances te banks and customers

To determine the fair value of lcans and advances to banks and customers, loans are segregated, as far as possible, inte portfokos of
similar characteristics, Fair values are based on cbzervable market transactions, when available, When they are unavailable, fair values
ara astimated using valuation modals incorporating & range of input assumptions. Thase assumptions may include: value astimatas from
third-party brokerz raflacting over-tha-counter trading activity, forward-locking discounted cash flow maodals, taking sccount of expactad
customer prepayment rates, using assumptions that HSBC believes are consistent with those that woulkd be used by market participants
in valuing cuch loans; new business rates estimates for cimilar loans, and trading inputs from other market participants including
absarved primary and secondary trades, From time 10 time, we may engage a third-party valustion specislist to measure the fair value of
a pool of loans,

The fair value of loans reflactis expected eredn lossas at the balance sheet date and estimatez of market parlicipanis” axpactations of
cradit ksses over the life of the loans, and the fair value effect of repricing between erigination and the balance sheet date. For credit
impairad hoanz, fair valua iz estimated by discounting the future cash flows ovaer tha tima period they are axpacted to ba recoverad.

Financial investments

The fair valuaz of lizted financial investments ara daterminad ucing bid market pricez. The fair values of unlizted financial investmeants ara
determined using valuation techniques that incorporate the prices and future samings streams of aquivalent quoted securitios,

Deposits by banks and customer accounts

The fair values of on-demand deposits are approximated by their carrying value. For deposits with longar-term maturnties, fair values are
estimatad using diseounted cach flows, applying current rates offered for depesitz of similar ramaining maturities,

Debt securities in issue and subordinated liabilities

Fair valuez are datermined using quoted market prices a1 the balance shaet date where available, or by relerance to quoted markel prices
for cimilar instrumants.

Repurchase and reverse repurchaze agreements - non-trading
Fair values approximata carrying amounts as balances are ganerally chort dated.
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13 Financial assets designated and otharwise mandatorily measured at fair value through profit

or loss
2010 2007
Mandatority Mandatorsy
D s L] wd wt D.uuam-,qd at  aaeued ot tae ;
falr valus T valiss Total i vakln wakia Totad
(1] £ Em Em £m
B ntsin = 12515 12,515 dd60 M a.460
- ceint sacunbes - 2,582 2. 993 10804 Ty 1.0504
~ gty soytae - 8,523 9,523 26 Py =Wl
Lowns end ndwences to baris and costomans - LREES] 5141 B Iy B
Qthar = 143 143 — i -
At 31 Dee - 17,798 17,798 SAGE Mid 89,368

14 Denvatives

Motional contract amounts and fas values of dervatives by product contract Typa

Natianal contract amaunt Fuir value - Assets Fair valus - Linbilities
Trading Hedging Trading Hadging Total Trading
The group £m £m £m £m £m £m
Foragn axchanps 4,341,381 4,237 50,881 109 50,990 [4a,088)
Intnraat rabe 13,252,292 3\.817 107028 497 107,525 {104,490}
Equmnas 884,963 — 8,131 — 9,131 19,181)
Cradl 304263 = 2,893 = 2,893 {3, 190)
Commadity and othar 47,470 - [ir 8 - 6875 {Foay
Offpat |Note 28] {26,882]
At 31 Dee 2018 18,5930, 365 42,844 170,608 [0 144,522 {165, 557)
_Fomign sxchangs A = _ALiEs IR0
intarast b 166,780 &1 167951 nE207E
.?ﬂ:ﬂa. e ”gﬂ e
2,668 - 3580 14,0671
= =T = R B
Qffpal |Mote £8] el
AL Dee 2017 1L B AR G830 20 AR B0 145956 LOS.2ET] I 526} 1180000

The noticnal contract amounts of derfvatives hald for trading purposes and darivatives designated in hedge accounting ralationships
indicata the nominal value of transactions outstanding at the balance sheet date; they do not reprazent amounts at rizk.

Derivative assats and liabilities decreased dunng 2018, driven by the adoption of Setiled 1o Market accounting for clearad denvatives,
yield curve movements and changes in foréign exchange rates.

Motions| contract armount Fair walue - Assets Fair valin - Linbilities

Trading Hedging Trading Hadging Tatal Trading Hedging
The bank Cm £m £m £m om £m £m
Formgn axchangs 4,338,438 4,215 50,638 108 50,747 {47,976) 1155
Intasaat mta 11,462, 267 25,685 w831 4949 91,325 (88,976) [Lora ]
Equidees 979,037 = 8,978 - B.976 {3,031) -
Cradit 304,083 - 2,901 - 2,901 {3.185) -
Commaodity srd ofer 47 453 - L7 -1 - a7 {708) -
Ceinat 15,359%)
At 31 Dec 2018 17,131,298 E03 139,229 (B 5)
TR = e oE
Trtarast rte Er3 197,705 042 (345D
Equities = - 7oET - .01
Cradit = = 5,669 = [4,068]
Commodity and other - - £20 IE14]
Oltaat 54 550] a.eE0
Al Dasdl 7 12,613, 800 Bl Gl 1616 581 136236 1TEE. Fea] 1 50| [ 3200

Usze of derivatives

Wa undartake daerivatives activity for thrae primary purpoces: to create nck managemant solutions for clients, to manage the porfolic
rizks arnsing from cliant business, and to manage and hadge our cwn risks.

Trading derivatives

Mast of the group’s dervative tranzactions relate to zales and trading activities. Sales activities include the structuring and markating of
derivative products to customens to énable tham 1o take, transier, modify or reduce current of axpected nsks. Trading activities includa
market-making and risk management, Market-making entails queting bid and offer prices to ather market participants for the purpose of
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generating revenues based on spread and volume, Risk management activity is undertaken 10 manage the risk ansing from clent
transactions, with the principal purpece of retaining client margin. Othar darivatives clazsified ac hald for trading include nen-qualifying
hadging dernatives.

Substantially all of the group's derivatiees entarad into with subzidiaries ara managed in conjunction with financial liabilitiez designatad
at fair value.

Derivatives valued using models with unobservable inputs

The differance between the fair value at initial recognition (the transaction price) and the valus that would have been derived had the
valuation techniquas usad for subsequent measureament been applied at initial recognition, less subsequant releases, i in the following
table:

Unamortized balance of denvatives valued using modalz with zignificant unobzervabla inputs

Tha group Tha bank
2018 Fal k) 2018 Flii ]

Cm im Cm Erm
Unamadtped Balanss at 1 Jon T2 L L-E] 63
Cafarmi on new trensachons 2] 126 a8 126
Rocognisad in the incoma stetemant dunng the yesr 87} {1Ed] (BT [123|
= mmortsstion 14| (59 ]|
= maturty, termneton or off satbng darnatws m L33 [.2!: ]|
Exchence differsnces mnd othar (1%} | {15) I3
Unamortised balance at 31 Dec' 58 72 55 L]

T T avnouni i VAT 10 B racogansd w) i coOnSeiiimd incoms & larment

Hedge accounting derivatives

Tha group appliaz hadga accaunting 1o manage tha follewing ricks: interact rate and foreign axchanga. The Raparnt of tha Directerz—-Risk
presents more details on how these nsks arize and how they are managed by the group.

Fair value hedges

The group enters into fixed-for-floating-interest-rata swaps to manage the exposure to changes in fair value due to movemants in market
intarast rates &n cantain ficed rate financial instruments which are not measurad at fair value through prafit or logs, including dabt
securities held and issued,

Hedging instrumant by hedged nsk

Hedglng inatrsment
Carrying amsunt
Esinnce cheet
The group Matlonal ansotint’ Assels Linbilities presentation  Change in falr valus®
H_ndg_ug rik = om £rm 5] £m
Intaieat mtal 28,14 433 T Darivatives 161
At 31 Dec 2018 29,142 433 [FBT) 161

1 T AObon! conirac! S s of arm e i naled v galiieng Saod JCeounivag QaiRDmn shad st B novrans vk of Fansschons culetading af the Baliocs shaal o
iy ok e PR RORAT SRS @ Tk

2 Lhind i effiacivenass eing, covnprimng B T far valkns changs of Hie hadig snsrursn! nod axchaling any componant

3 The heopad ok TRt i incolistin mfapon fak

Hedged mam by hadged rick

Headged item Ineffectivenass
Aocumuleted falr valus
ineclusd el i conrying
Recogrized
Carrybng smournt amaum’ Changein  in proftt and
The group Assets  Linbiliies Aseets  Linbilfties Halance sheer T8I valie! hoss Srafit and loss
Hadgad rmk £m £m Em £m [presents on Em Em Preaeniation
-- Finamcinal ansets at fair
16,242 valus through other 132) Nt e
.::" finamcial instruments
Loans advances to
Inerent iata’ rink = Eustamers 3 {12} mm-q“-dm uIﬂ‘;‘l‘-ﬂ:
Dabt securitios in valie basis
570 a7 e e
10,048 35  Depesits by banks® [E
At 31 Dee 2018 17,239 10,618 53 132 {174} 12)

T Uised o7 efDCiVandts SEsaeumant QoErene amouar annbutilie in e gbegneied Neoad Sk thal 2an ha @ feek CoMmEQR!

2 Tha sosrroiyted smounts of e velng sars ity ramaining in Sha sfatienan! of Bnancal poofmn b haoped s B¢ hevw cassed i ba satastad o hoolping oavns andl ises
i ERS1 e Fanbeiedl SRRars B Ak D Casdily 0D SOOI ARARENG ACOana” nd CR 1o Ded SRcunniead A Sl

3 Tha haokped resk tnbwrast rafn” inclales sflaten rek

4 Tha momonel S of en-omanss i vabe heolpes wvas £5.5550, of it B wie Mad-duicag s mitty B Falvirniy 2003 5 tha v fited Svarsga siap rare 0 45%
6775 af thase beaies are mienal o HEEC Gmup and cormpossd by el naRng beare HESEC Holiogs and e proap
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Hedaing instrument by hadged risk

Hedging st
Carrying smount Bl r—

The bank Motboral & it Azsats Linblities presentation  Change in Telr valus’

Hedged rmk £m £m £m £m £m

intaast mbe” 20,438 451 {656] Diarivatives 44

At 31 Dec 2018 20,438 481 (656) 94

T i oo OO St STeAns O DRI R nadng an Quaieog Aedpe ooty ratsbnnshars nabcate dha nonung vake of YRnsachons oo teisaaing af the balnos nbaal o e
thay gt ROE PAErESANT SAOUNDS 81 risk

£ U o SVSCHCRNSES S I CORDARE D G R vk SORNDE OF S Al A A TPt ROT Sl ARy COVRECRRT

F The bedped rk wlast rain” inokdes anflaton ek

Hedgad ftem by hedged rigk

Hedged tem IneHectivensss

|
:
§

Carrying amount Change in  in profit and
The bank Asnets Linbdlities Assets Linbdlities Enisnce cheet fair walus' foss. Profit and loss
Hedgad rmk Erm £m £m £m presomation £m £m prasemtalian
Financial assets at fair
wvalus through other
12,4090 55
comprehensive ) Net income from
income financial instrum snis
held for trading or
intarast mbe” ] {3 Loans and advances 1o i) {12y i
anaged on o fair
== “.:“. value basis
ascurities in
570 a7 Bl {16}
6,305 - Deposies by banks’ {11}
At 31 Dec 2018 12,563 6,875 52 a7 {106} {12y

i it RGNS SRS CORERSRTT RTELnl BITARUTRN [0 M JBCahviond Adokiad Feok DURT B0 Dan B Jrisk COMPOnam!

P accennls fed’ amourds of B vl adpsirends ramasning an the shafenoan! of foancel posdon for beolpad Sares Bhat ke cavsed o ba sapsiad for hoopag gracs ol beass
wasa LR oy Fnd ety asssre ar M valne Sirougth otler covrgrahianine moorne’ wadl Diden e Dady o s 7y s’

T Pl a0 i anolingiges anfialenin fenlke

T motona’ ancoun ! oF Ror-onarss fae vabe faolpes was 06 2Pm of wdfech Hia wag hled-dvarags naaindy & Aupost 2084 andf the v hiied Jvarags swap ra & 085 Thoo
adtpan B RS 10 HEFC Group S0 compossd By daensl funding decwean HERC Huldings 5o T geoug.

by e

Byt

Sources of hedge inaffectivensss may arise fram bazis rizk including, but not mnted to the dizcount rates used for caleulating the fair
valua of derivatives, hadges uzing instruments with 8 nen-zero fair value and notional, and timing diffarencesz betwean tha hedged itams
and hadging instrumenis.

For some debt cecurties hald, the group manages intersst rate nsk in a dynamic risk management strategy. The assets in scope of this
stratagy are high quality fixed-rata dabt securitias, which may be zold to meat liquidity and funding requiraments.

The interest rate risk of the group’s fixed rate debt securities issued = managed in a non-dynamic risk managameant strategy.
Cash flow hedges

The group’s cash flowy hedging nstruments consist principally of interest rate swaps and cross-currency swaps that are used to manags
tha variability in future interest cash flows of non-trading financial assets and liabilties, ansing due to changes in market interast rates
and foraign-currancy basis,

The group applies macro cash flow hedging for interest-rate risk exposures on portfolios of replenishing current and forecasted issuances
of non-trading assats and liabilitias that bear interest at variable rates, including rolling such instruments. The amounts and timing of
future cach flows, represanting both principal and intarest flows, are projected for sach portfclio of financial aszets and liabilnies on the
basiz of their centractual tarms and other ralevant factors, including estimates of prapayments and defaultz. The aggregate cash flows
raprazanting both principal balances and interast cash flows across all portfolios are used to datermine the effectiveness and
inaffectiveness. Macro cash flow hedges are considered to be dynamic hedges.

The group also hedges the variability in future cash-flows on foreign-denominated financial assets and labilities arizing due to changes in
foreign exchange market rates with cross-currency swaps, thess are considerad dynamic hadges.
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Hedging instrumant by hadged nsk

Hedging instnsmant Hedgad Ham InefMectivensas
Carrying amosrt
c [ = i

—— o e el bt £ i § et ey

Haigad rink £m £m tm £m £m £m
Met income
Fitign ax=nan g 4,215 109 (15%] 21) 121} = "m
S held for
trading or
Intarest mta 8,475 6a 25 (a) 38) 16 “""",:;‘“:L:
baaks

At 31 Dec 2018 13,690 173 (180 {165} {159) ]

T The aobonal contract MRS OF SRS CRREnaind & qualiieng Aeoll SCommiang defelenn sheps andeat Hha RovTanad vaka of Sansachons o isnang at the talnos sheal Jai
ey O Ol g A SO Al SRk

& Uised i GCIRRNGST IERIMG, CONERag Tha AT IR v CHANge oF Mk Adieng TRl nod anctiging any Companan

3 Lhsed i effecifaness ssEssmant aompnsang amoun! 2 tinbuinbis D the desgoaind faded ok M G be a ik cornpoment

Sources of hadga inaffectivaness may arize from basis rizk including, but not limited to timing differences between tha hedgad items and
hedging inztrumeants, and hedges ucing instrumeantzs with a nen-zero fair value.

Reconciliation of equity and analysis of other comprehensive incoma by risk type

Imterest rate  Forslgn exchanges

£m £m
Cash flow hadging mearw 8t 1 Jen 2018 {42} 4
Four valus losses {38 (121}
Foer wvalue lossan raclessdmd from onsh fow hedge resene to mooma atetemant i respact of
= hadged terns that bave affected profit or loss “! 'I'I:!I
Income texas {14} -
Trardled 1o HEEC UK Bank pls snd e sibenbanes 26 3
CMHWWHMHHDMEDIB E lu
15 Financial investments
Carrying amount of financal investmeants
Tha group Tha bani
2018 2007 2018 2017
i £rm Erm £m
Fi inl i it wdd ot fair value through other
com prefheniive incoms 47,2559 LY 26,699 Y
- RrgaBuiy and athed &ligble bills 3123 LN 2,135 Lo
- dubt sacenting 43,973 i 24,511 By
- Wity Beoutition a7 Ry 53 P,
— Othgr nEtrumants ' 76 Pty - Pty
Debt inatruments measured At amortised cast 13 Ry - Py
— Arapsury ond ofhar aligdla bils a8 Y - LY
- a1 pacunting 5 ik = Pultay
Avnilable-for-sale securities ot fair value [ T-% £5,000 A 1382
= Eramsury and other o ligible bills [T % a.045 BA 2,253
= debt pacuntioes [T7.% il 0E A 2B BED
= gty secwnbias A BEZ BA £007
At 31 Dec” 47 232 £5,000 26,699 31,382

1 'Othar mstrvmants” ava cornprmad of fosns snd advamoss
£ CEragoyRes of Braacal e s Sel oreckssd uades JARE 3 ar 37 Decarabar 2005 Thess e nol deacly compavabie sl 37 Decarntss 2017, whars D marumowils wis
CARTITIed 7 SOIMERNGE Woth 1AL J5.

For the group, £13m (2017: £7,241m), and for the bank, £nil (2017: £4,819m}, of the debt securities izsued by banks and other financial
institutions are guaranteed by varicus governmeants,

Equity instrumants measured at fair valug through other comprahensive income
auity a p

Instruments held ot year end

Dividends

Fair valua recogniced

Type ol agquily metimants i £m
Buprags foci taton 75 1
Investmants reguinad by centrel nebtutions L] 7
Crthara 3 -
At 31 Dec 2018 az [']

Met gaincflosses on aquity instruments measured at fair value through othar comprehensive incomea during 2018 amounted 1o E1m.
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16 Assets pledged, collateral received and assets transferred
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Assets pledged
Financial azcets pladged ac collataral
The group Thea bearnke
e 207 2018 2017
m £ £m o
Transury bils and othar algble securtss 1.7 Fi - -
Lomng end sdvencas 1o benke 259 1084 - 4074
Lowns end sdwenioas 10 custoemada 22 148 G2 EIE - =R= ]
Dabt sacurhes 37,250 4B 447 26,555 A0,522
“Equty sacurite 18,600 24553 18,561 24,870
21,810 26 18,530 a8
‘Acsats pledged st 31 Dac 101,198 113,092 53,648 BOEIT

1 Satidrdn! acoouvs cadh colfier sl and mapin recanatias ool wiithen Losne and advances o banks” ang Lodns g’ aolances I cusiomans’ were reclssted frorn Traoeg

gy’ 00 Ol SR80l 08 T Ay 078 ComEs s Jara fad fOr e mictemed,

Financial azzets pladged as collataral which the countarparty has the right to sell or repladge

Tha group T bank
018 Falb 018 Fio
£m fm £m £m
Tradeg sedats 43,505 41,643 35,945 2058
Firmncm| nsvastrmants 1,637 198 236 i, B3
At 31 Dec 45,142 45,7310 Irae1 &4, BED

Aszats pledgad az collateral include all ascets categerised az ancumbered in the dizclozure on page 63.

The amount of assets pledged to secure habilities may ba graater than the book value of assets utiliced as collateral, For example, in the
case of sacuritications and covered bonds, the amount of liabilities izzued, plus mandatory over-collateralication, iz lass than the book
valua of tha pool of assets available for use az collateral. Thiz is alzo the caze whera assels ara placed with a custodian or a settlemant
agant that has a floating charge over all the assets placed to secure any liabilities under sattlement accounts.

Thaze trantsactions are conductad undar terms that are uzual and customary to collateraliced transaetions including, whare relavant,
ctandard securitiaz landing and borrewing, repurchace agresments and derivative margining. The group places both cazh and non-cach

collateral in relation to derivative transactions.

Collateral received

The fair value of aszets accepled as collateral, relating pamanly to standard securities lending, reverse repurchase agréaments and
derivative margining, that the group is permitted to sell or repledge in the absence of default was £250,27Tm {2017: £173,386m)

(the bank: 2018: €201, 548m; 2017 £136,570m). The fair valua of any such collataral sold or repledged was £202,782m (2017:
£130,430m) (the bank: 2018: £152,45dm; 2017: £98,215m). The group iz obligad to return aquivalant securities. These transactions are
conducted undar tarmz that are uzual and custemary to standard securities landing, reverca repurchacs agreamants and derivativa

margining.
Assets transferred

The ascets pladged include trancfers to third parties that do not qualify for derecogaition, notably secured borrowings such as debt
securties hald by counterparties as collateral under repurchase agreaments and equity securities lent under sacunties lending
agreamants, as wall az swape of equity and dabt securities. For securad borrowings, the transferred azzet collateral continues 1o ba
recognisad in full and a related liability, reflecting the group’s obligation to repurchase the assets for a fixed price at a future date is also
recognisad on the balanca cheet. Whera securities ara swapped, the transferred aszat continues to be recognised in full. There iz no
associated liability as the non-cash collateral received is nat recognised on the balance sheet. The group is unable 10 use, sell or pledge
tha trancfarred acsets for the duratien of thesa tranzactiens, and remains exposed 1o interect rata rick and credit rick on thece pledgad

azzets. The counterparty’s recourse ic nod limited to the trancferred ascels.

Transfarrad financial assets not qualifying for full derecognition and azzociated financial liabilites

Carrying amount ot Falr walua of:
T " a o T Tramot 1 A F— Mot
LR Habilities naets Hnbilities poshtion
Em £m Em Em Em
19,375 19,396 - - -
25,765 2,865 - - -
AL3T Dae 2017
Rapurchaps agraamants Sa23 23,004 — = —
Sacunten WNdNg AgMamants e ] = = =
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Transferrad financial assats not quallfwng far full deracognition and assocntad financil habilities {contmuad)

Carrying amount of: Falr value of

Trar Associnned T ed Associnted Nat

nsoets lintslrtien nanEotE liwtalities positon

The bank £ £m £ £ £m
At 31 Dec 2018

Rapurchess sgreamants BA78 8,876 = = =

Secunties inding agreamants 28,205 2,794 - = =
A1 Dec 2017

Rupurchose grssmants 0,401 478 = - =

Sgcuntian Mndng sgraermants 24,473 2.539 = - -

17 Interests in associates

Principal associates of the group and the bank

Businass Growth Fund Group PLC {"BGF) iz a principal associate of the group. BEGF iz an independent company, establizhed in 2011 to
provide investmant to grewing small and medium sized Eritish busineszes. BGF is backed by fiva of the UK™s main banking groups:
Barclays, HSBC, Lioyds, RES and Standard Chartared. At 31 Decamber 2018, the group had a 24.5% interast in the aquity capital of BGF.

Interests in joint ventures

On tha 1 July 2018, the group transferred itz sharehelding in Vaultex through the court approvad ring-fencing transfer scheme as
pravidad for in Part VIl of the FSMA ta HSBC UK

A liet of all azcociates = cat out on paga 164,

18 Investments in subsidiaries

Prinzipal subsidiary undertakings of HSBEC Bank ple

At 31 Dec 2008

Country of incorporetion  HSBC Bank plc’s interest
of registration

in equity capital Shnre clsns
e

HEEEC inwestmant Bank Holdngs Limitad England and Walas 100 00 Ordinary £1
HSBE Asgot Firancs QK] Limied England and Walsa 100.00 Ordlinary £1
HEEL Lifa [UK] Lmtad England snd Wales V0000 Ordinary £1
France 95,99 5 Actions

HEET Trinkeun & Burkhardt AG Germany 8067 Stilckaktien
“HBEC Bank Metmo o Malta 70.03 Ordinary €0.30

All the above prepara their financial statements up to 31 Dacambar,

Transfer of the ring-fenced bank entities

On 1 July 2018, tha bank transfarrad itz sharehelding in a number of antitiaz, most notably HSBC Equipment Finance (UK) Limited, HS8C
Invoica Finance (UK} Limited, HSBC Private Bank {UK) Limited, HSBC Trust Company {UK) Limitad and Marks and Spancer Financial
Sarvices ple. These transfars ware made through the court approvad ring-fencing transfer scheme as provided for in Part VIl of the
Finangial Services and Markets Act 2000 {('FSMA'), The group transferred £211.9bn of total assets, including goodwill and £212.0bn of
tatal liabilities, resulting in a £9.9bn reduction in the group’s aquity. The bank tranzfarrad £212 0bn of total acsets and £204 6bn of total
liabilmies, resulting in a £7.4bn reduction in the bank's equity, From that date the resultc of these antities are excluded from the group’s
razultz. For further information rafar to Nete 35 'Dizcontinuad oparations’.

Dataile of all group subzidiaras, az raquired undar Saction 409 of the Companiac Act 2006, ara cet aut in Note 37. The principal countrias
of gparation are the same as the countries of incorporation.

Impairmant testing of investments in subsidiaries

At sach raporting period and, HSBEC Bank ple reviews investments in cubcidiaries for indicators of impairmeant. An impairment iz
recognised when the carmying amount excesds the recoverable amount for that investment.

Tha recoverable amount iz the highar of the investrmant's fair value less costs of dizpozal and its value in use. The valua in uga iz
calculated by dizcounting managameant's cazh flow projactions for the invastment.

+ Tha cash flow projections for each investment are baszed on the latest approved plans and a leng-term growth rate i used 1o
axtrapolata the cazh flows in parpatuity.

*  The growth rate reflectz GDP and inflation for the country within which the investment eperates and iz based on the long-term
average grawlh rates

=  The rate used to discount the cash flows is based on the cost of capital assigned to sach investmeant, which is darived using a capital
aszat pricing madel ('CAPRM’), CAPM depends on » number of inputs reflacting financial and economic varables, including the nisk-
from rate and a premium to reflect the inherent nigk of the business being evaluated. These varables are based on the market's
azseccment of the aconomic varables and managarmant's judgamant. The discount rates for each invesimeant are refinad to raflect
tha ratas of inflation for the countries within which the investment operates. In addition, for the purposes of testing investments for
impairmeant, managerment supplaments thic process by comparing the discount rates derivaed uzing the internally generated CAPM,
with cost of capital rates produced by external sources for businesses operating in similar markeis.
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MNotes on the Financial Statements

Mo impairment was recognised in 2018, An impairment of £29m was recognized as a resull of the impairment test performed in 2017,
thiz ralated to an invastmant in HSBC Polzka.

19 Structured entities

The group iz mainly involved with both consolidated and unconsolidated structured entities through the securtization of financml assets,
conduits and investrent funds, astablizhed aither by the group or a third party.

Consolidated structured entities

Tetal azzets of the group’s concokdated structured entitias, split by antity typa

Group mannged
Conduits  Securltisations funds Gther Total
£m £m £m £m £m
At 31 Dec 2018 7.218 232 3,378 2912 13,740
Ar 31 Do 2017 855 am) 2210 2500 18531

Conduits

The group has astablished and manages two types of conduits: securities investment conduits (SICs™) and multi-seller conduits.
Secunties investment conduits

The SICs purchase highly rated ABSs to facilitate tailored investment oppariunities.

= At 31 Dacember 2018, Sclitaira, tha group's principal SIC held £1.8bn of ABSz (2017 £2 4bn). Theze ara included within tha
disclosures of ABSs on page 55. It is currently funded entinely by commercial paper {'CP) issued to the greup. Although the group
continuas 1o provide a liquidity facility, Solmtaire has no need to draw on it az leng as the group purchaces its issued CP, which tha
aroup intends 1o do for the forecesable future, A1 31 December 2018, the group held £2 7bn of CP (2017 £3.4ba),

+# Mazarin's clean up redemption conditions were triggered in September 2018, The group’s primary exposure to Mazarnn iz
reprazantad by the amonised cost of the debt required to suppon the nen-cash assets of the vehicle. At 31 Decembar 2018, thiz
amaounted to £0.3bn (2017: €0.7kn). First lass protection is providad through the capital notas msued by this vehicls, which are hald
subztantially by third parties.

+ Barion and Malachite's clean up redemption conditions wers iriggersd in March and August 2018 respectively, resulting in the full
redamptien of thesa vehicles.

Multi-saller canduit

Tha group’s multi-sallar conduit was astabliched to provide access to flexible markat-bacad zources of financa for itz clisnts. Currantly,
tha group bears rick equal to trancaction-cpecific facility offarad to the multi-caller conduit, amounting to £9.7bn at 31 Decamber 2018
{2017 £9.4bn). First loss protaction is provided by the onginator of the assets, and not by the group, through transaction=specific cradit
enhancements. A layer of secondary loss protection iz provided by the group in the form of programme-wide enhancement facilities.
Securitisations

The group uses structured entities to securitise customer loans and advances it eriginates in arder 1o diversify its sources of funding for
aszet crgination and capital efficiancy purposas. The loans and advances ara trancfarred by the group to the structurad antities for cach
or synthetically through credit defauh swaps, and the structured entities issue debt securitias to investors.

Group managed fundsz

Tha group has established a number of monsy market and non-money market funds. Where it is desmed 1o be acting as principal rather
than agaent in its rele as investmant manager. the group controls these funds.

Othar

The group has antered into a number of transactions in the normal course of businaze, which include aceat and structured finance
transactions where it has contral of the structured entity. In addition, the group is desemed 1o control a number of third-party managed
funds threugh itz invelhament az & prineipal in the funds,

Unconsolidated structured entities

The term ‘unconsolidated structured entities” refers to all structured entities not controlled by the group. The group enters into
transactions with unconsolidated structured entities in the normal course of business to facilitate customer transactions and for specific
nvastment opportunities
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Matura and nsks associated with the group's interests in unconsolidated structured antiies

Group managoed
Tunds

Securitiset ons managed funds Crthsr Total
Tortsl ngaat valung of tha entitss [Em)
Q- 400 & B agaq aw 1,008
A0 - 1 Gl 3 L] 505 3 517
1,500 — 4,000 = = 239 = 239
o, 000 = 20,000 - - Ta 1 75
20,000 = - - 5 - 5
Mumber of entities st 31 Dec 2018 ) a7 1,687 31 1,834
£m £rm £m Em £m
Total assats @ eETon o e group’s ftarssts @ the unconssidated
struchired anthaes 1,160 2,038 A, 788 1,768 9,774
~ Arndeng mEmiE - 1 281 1051 1.333
- Inandsl nsaste Csagnnted and ohanwss mendaiordy mansuned o1
e vl - 2,032 3,944 - 5,976
fonng nrd sdvances to custeman 1,160 - 211 B35 1,907
ol rwastmants ) = s 352 201 558
.T::h-lzl II;I:.| .u:a r;..:;;';l-\:\: 'I.r:|lu'.|.a- -;Iul:h..:!l‘:; -nEa;r-u;is AI*u.ur:;;c;I-‘-\:;:b.edh .
Aruciured anthas - 1] —_ — i1
Dihar olf-balanss dhait commilmanis 608 5 1,666 - 2,279
The group’s maximum exposure at 31 Dec 2018 1,768 2,035 6,454 1,788 12,045
Totl naaat valuas of the sntitss [Em)
0 - 400 1 =¥ 1347 180 1,610
400 - 1,500 1 & &1 3 Sid
1,500 - 4,000 - — 243 — Pl
f, D00 — 20000 — - B & B2
20000« - - 4 - 4
Numbar of antities st 31 Dec 2017 12 =15 2182 195 2,443
an Em o Em o
Totsl assate r mston ta the group”s interasts in the unoonscbdatad ) N . T
aruchired anthas 106 1286 4,258 2083 B,521
— tBdE aEtE - -1 126 1,856 2.021
— inancml nasate dergnnted ot feir value - v | aE4T - B0
- Eaprp and sdvenoss 10 Guatamas 1006 =] = 0 10098
— fnancm| fiveEtmants - ] | 37 116 ddl
Totsl kabilites o mbston to growp’s intarmsta in the uncormsobdoted
Elrustured anlibas - & Fi - B
Othar off-belance shedat commitmants = - =] - =
Tha group's massmum sxpoprs of 37 Dec 2007 1098 1280 4,517 Fae<k] BE48

Tha maximum exposura to less from the group’s interests in unconsolidated structured antities repragants the maximum loss it could
incur az & rezult of itz invoheamaent with theze entitiez ragard lazs of the probability of the losz baing incurred.

*  For commitments, guarantess and winten creda defaul swaps, the maximum exposure 1o loss is the notional amount of patential

future locsas.

#* Forretained and purchased investments in and loans to unconsolidated structured entities, the maximum axposura to loss is the
carrying value of thesa interesis at the balance sheet reporting date,

Tha maximum exposure 1o loss is stated gross of the effects of hedging and collateral arrangements entered into to mitigate the group's

axposure to kozs,
Securitizations

The group haz interests in unconzolidated sacuritization vehiclaz through holding notes izzusd by these entitias, In addition, tha group
haz invastrments in ABSs iszued by third-party structured entities, as set out on pags 55

Group managed funds

Tha group establiches and manages money markat funds and non-money market investment funds te provide custemars with invastmant
apparunitiaz. The group, as fund manager, may ba antitled 1o recaiva managament and parfermance feac bazad on the accets undar

management. The group may also retain units in thess funds.

Men-group managed funds

Tha group purchases and holds units of third-party managed funds in order to facilitate busmess and mest custemar needs.

Other

The group has established structured entities in the normal course of business, such as structured credim transactions for CUSTOMEns, 1o
provide finance to public and private sectos infrastructure projects, and for asset and structured finance transactions.

In addition to the intarests disclosed above, the group anters into derivative contracts, reverse repos and stock borrowing transactions
with structurad entities, Thess intarests anse in tha normal course of buziness for tha facilitation of third-party transactions and risk

managemant salutions.

HSBC Bank plc Annual Report and Accounts 2012 137

358/420



EDINETOOOO

OO000DO00oDOo00DOo0ooOodn(E22630)

MNotes on the Financial Statements

Group sponsored structured entities
Tha amaunt of azsats tranciarred to and income raceivad from such sponcorad antities during 2018 and 2017 wasz not zignificant.

20 Goodwill and intangible assets

The group Tha bank
018 Falb 018 Fio
Cm £m m Em
Caoadwil™ 1,323 4 £65 84 68
Prapant valua of imdfiorce longfarm nsrencs busnass 851 LIS - =
Othar imtengibis ——_l 883 B 416 5 ]
At 31 Dec 2626 5,535 K00 1,048
T dmpached by the Sansfers o MEED DK Sank Ci pnder e iog -fancs rnplamantaton. For By er sofrmabon, sea Node 35 Tysoonied oparabons’
2 For ZOTE ove Ao SR Don and mones sl of minngads Susels e’ U7 7 i oy i oo A0 o oot Sod 17T Fov ot it bl
3 dnokagiad wetien e EUOLE'S NG ARl 350008 A Atarnaly Fanara e seaGy WATH 3 ool canyw Wk of ERISn (A1 S EFGEm)
Movemant analyzsis of goodwill
This group Thes bank
2018 2017 2018 207
.......... E£m _fm Em Em_
At dan 4559 47 389 ES
Tr;ru‘.-ar t WEEDL UK Eark pla and iz subedianss {3,.265) - (223 —
Exchangs diffarances a5 149 - 1]
ke 4 ran {52} 3
At 31 Dee 1.-?_23 &55% 84 265
Impairmant testing

The group’s impairmant 1azt in respect of goodwill allocated to each cazh-generating unit ("CGU") iz parformed at 1 July each year, with a
raviaw for indicaters of impairment at 30 June and 31 Dacembar. At 31 Decembar 2018, we reviewad the inputs uzad in our most recant
impairmant test in the baht of curren economic and market conditions. This review did not identify any indicators of impairment

As a rasult, no impairment tests have bean performed at 21 Decamber 2018. Tha annual test parformad at 1 July reamains the latest
impairment tast and the dicclosures givan are at 1 July.

The testing a1t 1 July teak into account the transfar of the ring-fenced bank activitias to HSEC UK Bank ple. The carrying valuas of the
CGUs at 1 July were establiched using risk-weightad azsetz ('AWAZ") attributed to each of the group’s CGU at 1 July, and compared 1o
thair recoverable amounts. The came RWAz waere uzed to calculate the goodwill transfarred to the ring-fenced bank at 1 July. The tasting
resulted in no impairment of goodwill, but did highlight that the Commarcial Banking CGL had bacome sensitive.

Basis of the recoverable amount

The recoverable amount of all GGUs 1o which goodwill has been allocated was equal to its value in use {'VIU') at each respective testing
date for 2017 and 2018,

For sach CGU, the YIU iz calculated by discounting management's cash flow projections for the CGU.

Key aszumptions in VIU caleulation

Anmssl impalrment test 2018 Annual mpaimmant tast 2017

MNominal growih Momnal growsh

rate bayand rata bayond nRial

Goodwill 71 Discount  Enitiel caah flaw Goodtwill a8 DCefzoine cahy Thowst

1 Jul 2018 rate projections i 2017 rate prosclor

Cash-ganerating unit Lo % Ya £m L %

REWWM 386 8.3 e 25 k] a7

CMEB 569 9.3 3.5 175 29 37

GPE 308 9.4 as GBS az a6
Tatal 1263 4505

Management's judgement in estimating the cash flows of a CGU: tha cach flow projections for each CGU are bazed on the latast
plans prasented to the Board. For the goodwill impairment tast conducted at 1 Juby 2018, management's cash flow for the group post
ring-fancing projections until the end of 2022 were used.

MNominal long-term growth rate: the long-term grewth rate is used to exirapolate the cach flews in perpatuity. Tha growih rate reflectz
GODP and inflation for the countrias within which the CGU operates or derives revenue from. The rates are based on 20-year foracast
growth rates, as thay reprazent an objactive astimate of likaly future trends.

Dizcount rate: tha rate ucad to discount the cash flewe ic based on the cost of capital assigned 1o saeh CGU, which = darivad using a
capital asset pricing model ("CAPM"). CAPM depends on a numbar of inputs reflacting financial and econemic variables, mcluding the
rick-fraa rata and a premium to raflact the inharant rick of the buzinace baing evaluated. Theze variablas are based on the market’s
assessment of the economic variables and management's judgement. The discount rates for each CGU are refined to reflect the rates of
inflation for the countriez within which the CGU oparatez. In addition, for the purpozes of tecting geoadwill for impairmeant, managermeani
supplemants thiz process by comparing the dizcount ratas derived using the internally ganerated CAPM, with cost of capital rates
produced by extarnal sources for busineszes cparating in similar markets. In all parieds, internal rates were adjusted to raflact the
uncenainty of the cash flows used in the test.

138 HSBC Bank ple Annual Report and Accounts 2018

359/420

oOoOooodn



EDINETOOOO
OO000DO00oDOo00DOo0ooOodn(E22630)
oOoOooodn

Sensitivities of key assumptions in calculating VIU

At 1 July 2018, the Commercial Banking CGU was senzitive 1o reasonably possible changes in the key assumptions supporting the
racovarable amount.

In making an astimata of reasenably pozeible changes to azcumptions, managemant conzidars the available evidance in rezpact of aach
input to the medal, These include the external range of sbservable discount rates, historical performance agamst forecast, and risks
attaching to the key assumptions undarlying cash flow projections.

The follewing tabla prazentz a cummary of the key accumptione underlying tha most censitive inputs to the medal for Commearsial
Banking, the key risks attaching to each, and details of a reascnably possible change to assumptions whare, in the opinion of
managamant, theze could result in an imparmant.

Reazonably pesszible changes in key assumptions

Key aasumptions Anapcinted riaka Reasonably possible changs
Cash-generating unit
Commercmd Banking Cash flow o Level of intenast rtes mnd yieid o Uncértmin féeguletony = Cash flow progechions dechenss
progctons curves envITO AMant by 10%
» Competiis’ posinons within o Customer remediancn and
thie maorket reguiniory BCtons
* Lavel pnd change in unemployment
hes
Dieecount = Digcount rate used & A ressonable «  External ewidence aises o » Discount rate incresses by 100
rane egpmae of & suimble market e Buggest that the rate ueed 8 not basia poine
foun the profile of the business ppgropiimie o the business
Long-term = Business growth wall reflecy GOP s Growth does notmanch GOP o = Real GDP growth does not
growth mies qrowth eates in the long term thare is & fall in GOP forecasts mc:n ar ig not reflacted in
parformance

Sansitivity of VIU to reasonably possible changes in key assumptions and changes 1o currént assumplions to achiave nil headroom

Increased[decreas e}
‘Cash-generating unit Carrying amount Value in use Discount rets Cash flows Long-tenm growth
At ey 2018 £m £m bijps % bps
Gemamarmnl Barkng 5413 6,093 73 111.2} (88

Whilst there are no indicators of impairment at 31 December 2018, CME"s racoverabla amount axceeds the carrying amount by only
EE620m and sensitivity is high. The reascnably possibla changes in assumption detailed above would result in an impairmeant. Thus thera
i & risk of impairmeant i the future should business performance or aconamic facters diverge from forecasts,

Present value of in-force long-term insurance business

Whan calculating the prazent value of in-forca ("PVIF') inzurance buginesz, expectad cazh flows are projected after adjusting for & varnety
of assumptions made by each insurance operation 1o reflect local market conditions and managemant’s judgement of future trends, and
uncartainty in tha undarlying assumptions is reflected by spplying margins (as oppoesed to a cost of capital methodalogy). Varations in
actual experiance and changes 16 assumplions can contribute 1o valatility ia the results of the insurance business,

Actuarial Control Committess of each key insurance entity mest on a quarterly basis to review and approve PVIF assumptions. All
changes to non-aconomic BESUMptions, economic assumptions that are net observable and medsel methadology must be approved by
tha Actuarial Control Committes,

Meovemants in PVIE

2018 Fichirg
Em Em

PVIF at 1 Jan 572 &I
Charmgs r PVIF of long-tarm wssmnes Busiisies 74 FEi}]
— o of rew Busifels Wihitter dunng thi year 32 i 28
= Qupacied ratum’ {lﬂ'ﬁ [z
= appumpbon changes and aXpanance wanensss [sea balow) “3: =3
- otihar sdustmants (ﬂﬁ (FLiE
Exchange differences 5 1%
PVIF at 31 Do B51 1
T CExpected reRn’ rapeasants e e rasnaleg of 85 sleoomnf rate and seenrsad of s ted cash S for the panndl
2 Rapyesnts D aifec! of changs & SEunnpbons o axpaecied fan poofits aod i oo Dt et pead m tha prdeers FWIF calouniaboun and’ scfuad aafe s

olbarved g D e 10 T et Shar e Sffecre Aol frofits, Thegas of £ 13m (017, £35m) was frvan Dy moopiing msdfodulogy Jpoates 0 France and changss m
Prookct mansgarmant in France and tha LK
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MNotes on the Financial Statements

Key assumptions used in the computation of PVIF for main life insurance operations

Economic azcumptions ara sat in a way that iz consistent with obzervable market values. Tha valuation of PVIF iz sensitive to observed
market movemanis and the impact of such changes iz included in the sensitvities presented balow.

018 2017
UK France' UK Franca’
L e = %
‘Waightad nwarmgs nek-frae mis 1.18 1.52 116 160
‘Waightad evarsge ngk decount rats 1.69 2.35 165 220
Expanse riffaton 3,48 1.70 4 55 1 48

1 For 218 the calanktom of Frana's IVIF soxares o ek discoin! rate of 2.38% @077 2 2000 plus a sk mangm of £88m G200 F B

Sensitivity to changes in economic assumptions

The group sets the nsk decount rate applied to the PVIF calculation by starting from a risk-free rate curve and adding sxplicit allowances
for ricks not reflacted in the bast astimate cash flew modalling. Where the insurance cperations provide options and guarantees (o
policyholders the cost of these eptions and guarantess ic an axplicit reduction to PVIF, unless it is already allowed for as an explicit
addition to the technical provicions raquired by ragulators. Ses paga B7 for further details of thaca guaranteas and the impact of changes
IN BCONAMIC ASSUMPLIGNs On our insurance manufacturing subsidianes.

Sensitivity to changes in non-economic assumptions

Policyholder liabiities and PYIF are determined by referance to non-economic assumptions including mortality andfor merbidity, lapse
ratas and axpance rates. Saa paga B8 for further datailz on the impact of changes in non-aconamic ascumptions on our incurance
manufacturing operaticns,

21 Prepayments, accrued income and other assets

The Greaip Ths bariie
018 a7 Fdi g 1] Falkl
Em £m £m £m
Prapayrmants and nectued mcome 1,683 2047 BE3 1131
Sattamant Bosoung’ 7.047 ey 5638 NA
Cosh coiistetsl and maegen sicsnnbla’ 1,823 ) 18,502 by
Asagats hakl for aok ar 451 1 g
EBulaon 2,995 2608 2,994 A
Endarssmants and socaptances 115 210 /| LFal
Romsurars’ share of llmbilfaes undar mmsmnce contracts [Mote 4] 175 peil - =
Employes banafit mesats [Nota 8] 24 EOEE 24 B,088
Qthar acoounts 2,475 2378 2,263 1,245
Proparty, plent and agupmant 1,119 2022 122 =]
At 31 Dec 37,497 1E.02E 30,488 12,868

1 SlDR RO, S8 SOl IR SR AT Pl e mabialad i TraaD B A it U5, S0 tha Bae DR E PP L0 BAd SOEAGT B DALk (180 oD
SOy tha Bank F4Rdry) and oans and advancns o aeiomars” (0 proo e S35, ha banks ERELw at 51 Deconber ITT were rectrseied o Salthernants accounts’ aod Caoh
iy acal and rndvgan recesabbic ' ot T vy 2018 s sccmrdlance weth RS & Corrgpacaties data was fot rectaieg’ The reclicadhc 000 wis & aacoedances watlh FRS & el o Nore
B ERpcs of eciEERCa o Loy S0pion of IFRS 37 for further Jetads. i SOLBION, ADREVCUD Rk Mcenhiss IFve Dese reciianted o Loand and adbanoas [o banks” and
Leans and adlances o s’ B "Crah colirieral sod mag i recanvabibes”

Prapayments, accrued incoma and ether assets include £32 828m (2017: £4,738m) of financial aszets, the majorty of which are
measured at amortised cost,

Aszeatz hald for cala

Tha group The bank
2018 2017 018 2017
om fm £m £m
Proparty, plani and aquipmient 35 1% - (5]
Adeas of Jupoial Jroupss heed Tod ok 1 445 1 -
Asaets classified sa held for 2als ot 31 Dec 37 481 i 5
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22 Trading liabilities

Ths Gromp Thé banle
01l 2007 2010 207
£m frn £m frm
Cupoaits by banka '~ 3,942 23,002 3,853 =E
CLgtoamar nesounts 6627 20544 6,385 18,526
Oithar dabt peou s 1 e 1,095 18374 50 16,1656
Crihar lmbilibas - mat #hot posftsng N BEcurtse 37,850 X456 17,013 12,51 L
At 31 Dec’ 49,514 106,408 27,301 77303

§ Ceposts by banks® and Dttt Socounls” sackiot fafce, Siock Bvding Snd oies ameunas.

£ et SoCounls, CARN coMamenal and mangan payabisg sachioed welfun Deposis by banks ' ang CUstemar coounts” (the groop: £30, RS Dhe bank, 36 530w ware rectisatied
oy Tradbng Sabdes fo Acorenls, dafered fconns a0d otbar kebartars " on T Sanvany TS Thes raclasaticabon & o Balter rofec! Ba ralnvee of hase badances and arswra
GG OF ERESANIIG. COMORIRI JITF WRS N0 PSS 25 000 ecie & N S, w7 O condeaT of oot SARSEAS [0 D Dala Sl g Ao e i
of FES 8 Rt o Noda 340 Effecls of reciastaicrions mpon 20oion of KRS 5 fbr twibar dalads.

Ot i Salcrarim ) R COLVRRE PG R GONEE Sinaed By D OroinD i e A ibil rks Sl SOy AN e 8 DT o [rading poriiice

W fave coneoierad mar st B SCiong oy Sha Erssaniadon of owiam uancal FaEaTms wihaclh conien Do i @00 26 @A i D AN G D A ancllagingl &0
Sl Such Kpbavbns arocon e o 17 355 ke pround aed £15 14 e Bt dank) 30 50 Decandes 2077 Thas Sabitas seo classfed ae Tanancmr il ah.:lml‘nﬂt fair
Pk toww T Sanosny BOTS Covnbars i o iiaien Nag 0T Paddt Fastatedt Refer o Noos B4 \ERechs of MCi st pien g Ihon ke of RS ' e Aviiar otz

LR

23 Financial liabilities designated at fair value

Tha group Thi bank
2018 Falil 2018 amr
£m £m £ Em
Daposrs by benks snd curtomarn socounts 163 108 93 =
Limkd dogi 10 Sublamaid ufsOar rivadtn ant Soniracts B11 el = —
D i ribag o s 33,643 13,243 20,339 &80
Sibsndnated lalkte (Nate 25) 2177 a2 2.499 4,251
Prafamrad gadurtss [Note 26) 322 e — =
At 31 Dac 36.922 16240 22,931 11.005

T Ve A i T AR AT BRSSPy U P e O CAe T TR St Al ST DO DY NP0 ET A SRS G CORGDCIARTE A WA B dntinnly aslaaid an Treaeg
babatms” Such bebdSos armownied o :lz%mmam 14 16 P [Bhe bank) 3¢ 37 Docamibe 2017 Those Sshdbas sro claseifmd as Tabf sacwnbes m o™ from T Jaocany
238 Cormpaatnig sformation ik nol been restvied. Rater 5 Now 340 Efece of recesficatons o soapton of IFRS 5° for darther detass

The group

The carrying amount of financial lebilties dezignated st fair wvalue was £9.43Bm lesz than the contractual amount at maturity
{2017: £1,095m more). The cumulative amount of change in fair value attributable to changes in credn risk was £(201)m (2017: loss of
£312m).

The bank

The carrying amount of financal habilities designated at far value was £9,636m less than the contractual amount at maturity
{2017: E826m highar). Tha cumulative amount of changa in fair valus attributabla te changes in eradit rick was 8113)m (2017 loge of
£204m),

24 Accruals, deferred income and other liabilities

The group Thui aenbe
2078 2007 2018 oy
£m Em £m Em
Acsiunls and dafarred noome 2,333 2,042 1,338 1,31
Sattiement scoounts’ 5814 [t 5.443 A
Gagh golintaral nnd mnegn prysien 29,747 A, 26,642 )
Endecesamants and pccaptances 115 Pk a2 1
Ernployea banafit linbilmas (Nota 5] 332 k] a5 123
Linkyilitsen of diapoanl groups ald for sale - a4 — =5
Amount dus to rvastors n fundis consobdatad by the group S50 == - -
Sherebased paymant lisbility to HSBC Holdings 155 146 128 128
Cithar imbilitien 1,842 2,254 1,4x4 1,574
At 31 Dec 41,036 B.B1E 35,150 3357

1 Sotthamesn! aoo00als, G5t ool ferd and mangan rayabiss sctoed o Trading kebadles’ (o groop. £30.05m; 1 bank £28, 5359, Doposts by banks” Thogoup: £5M0m the twak
OS] ol Curierde Scctonlt’ (gD, C5450 e Dok C00n] wing recliaeied It SaDias! Soooim e’ and Caeh collipecs §od inangm payrdiss"on 1 daniacy 2008, Thie
FECREalaIton & fo bedher raffoc! This nedvre of thas Balinoas 3 ansUe conSsiamoy of or ab 2. IR wes no! el ied 5 e raciRsafceion 5 Rl S ndsent o o
ot of Bk ChARDAS B I Diince st saeitig o the sabpues of (RS & R to Vot 2 Fiects of el sfcstins mion sdkption of ITAS 5 ke Rirthar gatade [
FRBEON, A0 S DAREE Aol Dasn racipraded o Eapoats fom benks” and \indnimlt R0 40 \Ceeh coltateal Sng s Dae i

For the group, accruals, defarred income and other liabilities include £40,327m (2017; £5,728m), and for the bank £34,740m(2017: £2 851m)
of financial habilities, the majority of which are measured at amaortized cost.
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MNotes on the Financial Statements

25 Provisions

procesdings and
oM Tiers pﬂ'l'lm Total
Tha group m £m £m £m Lm
Provizions [sxcluding contractual it i3]
AT Ds 2017 a4 Q06 1,065 176 1.74%
Addtions 4 65 a BE 244
Amounts utilsed 134 {138 (337) (65) 575}
Urnspgd smourmts mverssd 29 1oTy 147) L] 256}
Umwinding of depeounts = - - 4 4
Trarsfar (o HSES UK Bark ple snd iis subpdianas E EE- LI ﬂ_;i 751}
Exchangs and othar movamenis - Fi 5 {1} 11
At 31 Dec 2018 3 211 a5 121 418
Contractual commitments '
Ar3Y Dac 2017 55
bmpmat on tranehon to [FRS 2 104
Trarafar o HSEG UK Bark ple [eri]
Nat change @ eapactid credn Ios oo and ofer Mot 33
At 31 Dec 2018 120
Total Provizions
At 31 Dec 2017 1,796
At 31 Dec 2018 538
L procsdngs
mmmnm s fmﬂ_;ﬁx m':ﬂ:‘;ﬂ:;“; wfr“nqmu O hor |:u|:~-'\l'||--\:\r~-.|i Tatat
Em £rm £m £m £m £m

Al Jan 2017 i 1,055 BEF &3 pEet 2431
Additiona 45 1& E25 4 127 G4
AmcurTta wtilmsd 11&7) [65) [41d) 1] 137 [652)
Urizped nmounts ravarsed ] &5 33 [26] 50} [6dd|
Exghangs and othar movaments [Fil 64 i [} 3 ]
Aj 31 Dac 2017 L] AGE 1,066 &5 hF s 1,798

T The Contraciral QO s Eoowvsan & 3T Encembar 2017 raprpcanted LAS 37 prownng of af-talincs shen! ban commdmants andfomaniod, b s agpechod or sl kedes
ara peowsked Elicwrng branaton o GRS S on T fanwary HERE. i fanther sncludgies prowsos A0 redpact af fresavance conlrach,

£ ot peoyiradnd ackeolis O30 (2017 ETOSF oFf vBCENT S0ecs DT sions oF wfuch [l weies podenaing of ascoaars of £3m (201F B

Legal
proceedings
Restructuring  and regulatory Customar Otheg

costs T ] L JE provisi Total
Tha bank E£m £m £m £m £m
Pravisions (excluding cor | i 115)
ArT1 Das 2017 a7 355 B50 118 1,361
Adotions - G0 57 33 156
Amourits utilesd 15} s x28) [EL)] (386)
Unesped Bmaunts varssd 27 192) {35) 43) 214
Umwinding of deptounts 1 - - 3 4
Trarsfar to HSED UK BEank plo P} - {615) {5 (ﬂ?}
Exchenga and othar movemants - [ 4 {1} L]
At 31 Dec 2018 —_ 214 24 Fi) 308
Contr i O, |
Ar2 Dac 2017 33
imipast on trafeton W IFRS & a7
Trarsfar to HEED UK BEark pls {71}
Mot charigl o depadted cradit lokk pimaian and ofie i Mmoverieils 33
At 31 Dec 2018 a2
Total Provisions
At 31 Dee 2017 1,334
At 31 Dee 2018 400

142 HEBC Bank plc Annual Report and Accounts 2018

363/420



EDINETOOOO
OO000DO00oDOo00DOo0ooOodn(E22630)
oOoOooodn

Loagal procsad g

Hesiructmng andl regusttony CLembomr Contractual

SRR raTiarg [ b e ] o S Mt g’ Tornl

fm Lm fm fm m Em

At Jan 2017 164 260 B T T 1005

Addmons a8 T @ BEE i B 801
Amounts ublsad 1107) 18] 6| i N [#43]
Urused am cunts revarsed 6] ‘3.’:531 £a4) 21 1] 76|
.En:hrlcﬂ end othar mowsments = =) 17l i 0 I-.';I-3|-
A1 Das 2017 a7 355 E50 s 118 !

1 The cOonIacirs COmyTETRanE Drovienn B 37 Decembar 2017 raprassnned A5 37 Erowsas an 0F-aance sheal Dan coryTeiTaEs A peai e, o wienh aapecied cregi o
ara prosded Slbweng Peaston to IFRE 3 an T danuary 2018, 1 Ar e inolidiss prowisons i respec of fRnancs dniach
2 Ol proveian mchiks A5 (ROTT D106 6F vBCANT Space prisraons of sl [N e piwnaling of aicounts of 3 (T 5

Legal proceadings and regulatory matters

Further details of legal procesdings and regulatory matters are set out in Mote 32. Legal proceedings include civil court, arbitration or
tribunal procesdinge brought against HSEC companias (whather by way of claim or counterclaim), or civil dizputes that may, if not
seftled, razult in court, arbitration or tribunal praceadings. Regulatary matters refar to investigations, raviews and othar actions carriad
aut by, or in rezponza te the actions of, regulatory or law anfercamant agencias in cennection with alleged wrongdaing.

Customer remediation

Proviciens include £35m (2017: £1.1bn) in respect of customer redrazz programmes, The majority of tha provisions relating to the
Payment Pratection Insurance ware transferred 1o HSEC UK Bank plc under the ring-fence implementation. At 31 December 2018 HSBC
Bank ple holds £5m in provisions in respect to Payment Protection Insurance claims for Channel Izland and Isle of Man customers,

Contractual commitments

Refar to Mote 24 for furthar information on the impact of IFRS 9 on undrawn loan commitments and financial guarantees, prasentad in
‘Contractual commitments’, This provision results from the adeption of IFRS 9 and has no comparatives, Further analysis of the
movamant in the expactad cradit locs provizion is dicclozed within the "Reconciliation of impairment allowancas under 1AS 39 and
provizions undar |AS 37 to expacted credit lozces under IFRS 5° table on page 45

26 Subordinated liabilities

Suberdinated liabilitiaz

Tha group Tha B

2018 207 Z018 b

tm fm m fm

A% amortiped cost 13,770 18, &84 13,333 15, 530
- subordinated linbivhas 13,070 16,754 13,123 16,390
= prafard secusdmn Too ppiial - =
Demigratted st fair valis fHote 23] 1,488 .26 2,438 A1
- subordinated libilties 2477 amz 2,480 FF
- proferred seourtian 322 Han =, =
At 31 Dec 16,264 20,746 15,822 08

Subordinated |lmbilities rank behind senior obligations and consist of capital instruments and othar instruments. Capital instrumants
ganarally count towards the capital baze of the group and may be called and redesmead by tha group subject to prior notification to the
FRA and, where relevant, the consent of the local banking regulator. If not redeemed at the first call date, coupons payable may step up
or bacame floating rate bazed on interbank rates. On capital instruments other than floating rate notes, interast iz payvable at fixed rates
aof up 1o 7.65%,

The balance sheet amounts disclosed below are presented on an IFRS basiz and do not reflect the amount that the instruments
contribute to regulatory capital dus to the inclusion of issuance costs, regulatery amortisation and regulatory aeligibility limits prescrbed
in the grandfatharing provizions uader CRD IV,
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Notes on the Financial Statements

Subordinated liabilites of the group

Canfyrg amount
2018 07
Fotnotes £m em
Capital ingtruments
Addbions! i 1 sEruments Guaritied by ths Bank
L300 5 8562% Non-cumulntvs Stap-up Papatunl Profarned Secuntiag ! gz g
£ H00m & B44% Non-cumulstvs Step-up Papatusl Prafarred Sasunting 4 F00 ]
Tiwr 2 inatrumants
BdEDm Zubordireted Flostng Rete Motas 2021 52 4
ErElm 2 A3%: Bubordwmted Lown 2023 10 585 BB
EIR0m 5% Callsbla Subardmated Notes 2023 4 - =7
00y £ B Bubardmatod Motes 2023 300 ]
EER0m Flontng Aete Subordnebed Losn 2003 4 - BI7
£1.500m Flantng Ants Subordesated Loan 2023 n 1,345 1,281
2 000m 3 G404% Subordrated Loan 2023 " 1,566 1,480
€L5Mm Flantrng Ants Subordrested Loan 2024 - 1,345 =
€L000m 1 728% Subardmated Loan 2024 7 1,794 =
2,000 1 1254 Subardnated Loan 2024 B 1. 794 1,776
£300m 7 E5% Subordnabed Motes 205 235 a7
$1.400m Fiontng Ante Subordmated Loan 2026 8 = 1088
$1.500m Flontng Ante Subordimated Losn 2026 & - v d
E300m Fiontng Ante Subordmated Loan 2027 269 i
FIEDm 4 188 Subardmated Loan 2027 n 598 =1k}
£1.260m 1 A84E% Subordimated Loan 2027 0 1.121 1,908
E2EDm Floatng Rt Subordnated Loan 2025 " 233 k]
E200en Floatng Arts Subordmabed Losn 2008 ¥ 200 -
€00 Floatng Aete Subordmeted Loan 2028 L 269 -
300 6 375 Callable Subrardnated Step-up Nates 2050 @ 401 iy
£50n 5 375 Subordnated Notes 2003 583 BB
£225m 6§ 26% Subordembed Notag 2041 224q e
ERDGm 4 5% Subordnated Notas 20465 T4 Bad
50 Undated Flonting Aate Pronary Capital Notes ST =]
Hohm Undnated Fionting Aate Prenary Capitnl Notas a3 =0
£300m Undated Fionting Ruta Prenary Cepitnd Notes [Saras 3) 235 i
Oghar Tiar 2 inatrumants anch lasa then £100m 218 fad
Dthesr inotrum emts
Subordinated loan instruments not eligible for inclusion in regulatory capital
€1, 600m Floatng Aerte Bubordmated Losn 202 -} - 1,231
€2 400m 0 BERG Subordmated Loan 2022 & - 1.776
£1,000m 2 B3 Bubardnated Loan 2008 L - 1,012
£1.000m 2 BdiEYe Subosdnated Loan 2026 @ — 1,000
At 31 Dec 16,268 20, Fa5
T da Aped 2000, tha oFerabeion fim chRnges 0 2 manth sy LIBOR phve 1855
& o Nowwrnbar 2031, the ar rafn changes i g moth steing LIROS plrs 1 75%
F dn Decamie 2078, the Barsk rapesd the £1,500m Flbsting Fale Swlosdnemsd Loen 2027 5o tha E20000 0 B855% Snbordmalad Loan 022 frar MERC Hokiaps ol and racawsd
aha LS00 Floanng Rate Subordnated Loan J054 and’ Te €2, 000m 1725% Sbordbraned Losn 2504 from HSEC UK Hollng s piz
& da Mavch JOTE s bank rapasy Bha £3%0m 5% Caltnhis Suboroinateg’ Motes 2028
5 R JOT8, v bk capasd [ 5500w Flosing 508 Suborohuarad Lo J085, M WSS, 4000w Floanng Face Suloeone g Loan J005 ams te LSS 1, 500w Fodeng R

S b e Loan 200 horm MEEC Holdngs plc.

# Ciatobes’ 2OTS, My bavak ropauy B 7, GO0 £ 6% Suboravuated Loan 2026 sod tha £7,000m 2 545% Srbordinged Lodn 2086 foun HERG okl s ol

0 May X315, tha bank recesnd o E500m Fiasbng Feie Sebongdoaied Loan A0RG fram HSED LW Holihng s oo,

0 dune 2018, toe bank roceive the E3G0m Flating Fata Sebovoborded Lo 2088 fromr WEBC LN Holdiors ol

0 Newsrnbier XEES, [N e Fa00 ShANEES o thag mrondh sneling LIECR pdig TS5,

Pty frvs Bamasts were maaad /v 2018 in praparaion 5 st W Mineram Baprrarnant for Own Funds and Eipibls Linbdivas SRE] | and od nof prowca sy quaify a5 mpuisiony

CAreTal Moo, Uiy wWiid Covil b 10 GURHY a8 Tev 3 ragrola vy caberal et O 2078

1 s msbroemesnd wes mswad by MEES France B HEBC Heddengrs iz an 2004, Starking in Ol J3018 £ nowr gualivs a5 2 T 7 rogeisfony capeal ssiruvnant e HEBC Franca and HEED
ifank pis

Footrommns L Z F and 3 & nedats i Aokl thal &g hingie i 3¢ i G OF D R O D Ofede o 200 SR a7 Shar Jrririrbirtn oF Ananiel Fade, o0 ooy Rubangesnl 130w resal

g paversn! calte iy o Case, e bysc! o P noldica bon B tha P4

Eﬂnﬂ-"v'ﬂ-

27 Maturity analysis of assets, liabilities and off-balance sheet commitments

Caontractual maturity of financial liahilities

Tha balancas in tha tabla balow do not agrea directly with thesa in our conzolidated balance cheet ac the tabla incorparatas, on an
undiscounted basis, all cash flows relating to principal and future coupon paymants (except for trading liabilities and derivatives not
treated ag hedging derivativas).

Undizeountad cach flows payabla in ralation to hadging derivative Rabilitiaz ara clageifisd according te thair contractual maturities,
Trading liabilities and derivatives not treated as hadging derivatives are included in the "On damand’ time bucket and not by contractual
maturiny_
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In addition, leans and other credit-related commitments, financml guarantess are generally not recognised on cur balance sheet, The
undiscounted cach flows potantially payable undar financial guaranteac are claceified on the bagiz of tha sarliazt date they can be callad.

Cach flowe payabla under financial liabilitias by ramaining contractual maturitiss

Dua within Due bstwesn Doe betwrssn Due wfter
O damand 3 manthe 3 and 12 moenths 1 and § yoars 5 yaars Tatal
The group £m £m £m £m £m £m
Dupass by banka 12,708 5087 piaid] 5,458 A3E 24,577
Customar Bocounts 148,083 25,396 6,141 214 L] 160,910
Rapunchess agresmants = nan-tradng - 45 804 B4T —_ - 48,851
Tradmg latvlitss’ 49,514 - - — - 48,514
Firmncel labiliss degrsted ot fair yoise" 123 1,130 2,822 22,385 29,509 56,269
] 135,021 a4 242 18 30 140,165
Dabit pacutiban n il - 8417 11,018 2,785 BA2 23,062
Bubordnatad Iaidhes = 115 205 4,798 11,057 16,175
Orthar fmnencal | sbiltas a7 548 1,544 534 i 77 40,552
388,004 o7.647 22,689 35,152 43,423 571915
Loan and othar cred f-reetad commibmania 148, 500 289 (] - - 148,895
Firgncil guaenisss’ 6,054 - - - - 6,054
At 31 Dee 2018 542,658 87,936 22,085 36,152 43.423 Faz.864
Dupoads by banks 16,52 6216 1,538 5,372 Tl 29421
Customar—r aocounts S2EE LETAE 2,943 1347 153 281680
Riapumchesa agresmants = nan-Eradng 10,367 ZE0Y2 1,608 - - 47,382
Tradng labildke 105426 — — == -t 06456
Firsruz il Il ibaid dagdrated at fair valua B0 g 3,753 .18 6,148 192485
Deprretitovss 138555 113 65 gl A28 140260
Dot dbduifToin o il & & AET E.BEL 1,556 ) 13452
Subordnstad labdhee & &7 L =058 1,540 17637
Crthar fnsncas] labilties Laed 1405 445 1 [} B840
ik 61553 25,427 2 el 21,767 Tal.Bhe
Lown ard atfhar crad dorgbbad ooﬂwn.llmtﬂ'!'a’ 139518 HAaiE 2005 [e¥] a 12401
Firmergiml guﬁrnﬂtﬂj*" 8301 = = - = 8,901
A 81 Dac 2017 161600 115464 26,15 2046 21,7450 SI6.524
T Strucinned babdtns fave movnd o Tradng Sataktas o Fanseoal Sabdts dsgnated 3t far valbe” Comparatins A pot bean restated, Ssa Mot 54 for Anthar dateds,
2 Exichedes Pl imancd uariali conlracts I wish e snplinnant o sreits s IFRS 5 o nol appied
2 51 Dacarrber K7 balinces S ba rosiried’ (o sctaoe £32 S0a oF kan commamants S0 s reeird faDerchisg i sarmain) mod prewou sy soan i for dsckien,
o Tha poaicourted cash fows pomnta iy payabis woder [ ava classited o0 e b of Bhe st afate they can be calladt Spcicatmn of B polcy B or! e

LD AR AT o BTG, Al e SR E DONEET B WA NS B ST e el
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MNotes on the Financial Statements

Cazh flows pavyabla undar financial liabdlities by remaining contractual matuntias {@on:m uad)

Dus within Dise batwenen Diin Betwsen D after

On demsnd 3 months 3 end 12 months 1 and 5 yenrs 5 yenrs Totnl

Tha bank om fr] £m £m £m om
Dupeoaits by banks 11,327 5,105 1,476 276 - 18,184
Casptomar aceounts 103,631 20,403 1,870 Fil = 125,933
Rapurchsps agiasmants - non-treding - 35,087 676 - - 35,763
Tradng nbiltes Fraom - - - - 27,901
Fimsncel habidtas desgneted st fair valua® 5 1,108 2,813 13,817 24220 41,783
Dararstoven 134,511 ar 194 482 i ] 135,533
Cuabt pacurites n o - a5 5,028 2,848 (01} ] 15,429
Subordnated labilites - n 23 4,723 11,177 16.306
Dthar fwiancal lstdtas F3.188 1,528 =] —_ —_ 34,783
308,847 70,311 16,185 22,251 36,307 454,995
Loan ard other credi-raleted comm fmanta 65,689 269 - _ —_ 65,938
Firariom| gusiantas” 5,578 - - - - 5,578
At 31 Dee 2018 381,188 70,580 16,185 22,251 35,307 526,511
Daponits by banka 16873 e 4555 a0 G4 PAEE
CAstceTsar Bosounta 216045 e AETE 1 i) ]
Rapurch s agasmants - non-tmding L ¥ier] #3650 1580 - - LR
Tradmg hebiltes 77300 = = = - T
Firmncml inbilg=s dassgneted st foir veloa 7 A FEC= 6634 e e 11413
Daravatives 131,790 108 196 w7 A 122308
Cabt securibes n ssua [ 1,463 & 08 238 Lot 2R
Subordnated labilites = ] 40 350 13,176 17042
Dehar ferancnl Inbditas 2578 BES ar Ll — 3443
614465 8,307 17837 11,508 172,674 628732
Loan ard athar cradd-nelated comm Amants SBT3 4¥5 282 =d & S04
Firmncm| gusrsnines” 711 - - - - &1
Ard1 Dac 2017 E19.516 Ex, e 16,455 11,642 12,877 Ty

¥ Erechied Spbdtran have moved fromn Tradmg Fabekiagg " o ‘Famancal kabeitma dsagnabed af daa valie |, Cormparadiins have not boan rectaied Sea Mot 54 for e thar disdads

2 Exchades pectbrrnance oar aries conlact B owiGh B smparmant rogiitarnents & RS 5 ave no! appbed

A The unamcognied cash Mg oo My Ry L RRncral gl B igssA of Tl DR oF Dl GArIRRed AR TAGY RN B GRS ADDECAtEN of i ooy’ TARGE fout T
CIoUP s sTroved a0 2015, and tharaites comparatis sebnmabon has beon repvassniad

Maturity analysis of financial assets and financial liabilities

The follewing table provides an analysiz of financial aszetz and liabilities by rezidual contractual maturity at the balance sheat date. Thesza

balances are included in the maturity analysis as follows:

* Financisl assets and liabilities with no contractual maturty (such as equity securities) are included in the ‘Due afier more than one
yaar time bucket. Undated or parpatual instrurments ara clazsified bazed on the contractual notice paricd which the countarparty of
the instrument is entitled 1o give. Where there iz no confractual notice penod, undated or perpetual contracts are included in the 'Dus
aftar more than one year’ time bucket;

= Financial instrumants included within assets and liabilities of dizsposal groups held for cale are clazzified on the basizs of the centractual
maturity of the underlying instruments and not on the basis of the disposal tranzaction;

= Liabilities undar investrnant contracts are classified in accordance with their contractual maturity. Undated invastment contracts ara
included in tha ‘Dua aftar rmora than one year' time buckat, howevar, cueh contracts ara subject to surrandar and trancfar options by
the palicyhakders,
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Mnl:urn.',- anabysis of financial accets and financial liabilines

18 017
D it n Due nfter maore Dhaa waithan Dus aftar mors
1 yoar than 1 year Tatal 1 ywaar a1 yaar Tatal

The groeup om Em om £m £m £m
Aasets
Firmnaisl nesats dasignntad of oM rwse
FmBndatonky masmsrad BT fae vl 5171 12,628 17,799 LY LY s
Firmmcom| pesats demgnetad ot far walua A, [T [ 1 ey 8150 :].28?
Lizare ard adwandse to banks 9,805 3,823 13,628 10687 G462 14,748
Lixhie bivd adwandss 10 duslamada 55,481 56,483 111,964 ] 187,163 260,502
Riwargs rapurctsaps agraamant — nan-tsdng 79,739 363 80,102 45 3653 476 45 508
Firmazial inrvastrnanta 9,677 37.595 47,272 10,55 47161 ]
Crthar finmnasl aasats e L | 45 A2 826 240 e R
At 31 Dae 192,354 111,237 303,591 Rl et 241,13 A0, 408
Linbilitisa =
Daposits by banka 18,612 5.920 24,532 23,434 BNG 29,249
Crastomar Bosounts 180,544 292 180,836 R 2083 81,648

46,583 = 48,583 3T = 3777
Firsnim labilites desigrated at fair vai 3,857 33,065 38,922 3,766 14,461 8,243
“Dabt gacuribes mssue 18,552 3,189 22,721 11,188 2,008 13,206
Critar Finsnaces] | sbiites 39,708 aan 39,988 2,500 0y 3L B03
“Subordnated Imb it 25 13,745 13,770 a0 16,854 16,804
At 31 Dac 308,281 57,071 365,352 458 £55 41,354 600,302
The bank
Aazatz
Firanciml nasats Gasignatad of ot rwse
Fnandato il masEeed 81 i vk 4,795 946 5,745 Bl baiad Bt
Loans and sdvances to banks 0548 3,738 12,688 2.5279 & e 16,180
Lisarss and advandss 10 uglamais 39,8449 18,939 58,783 Fa 341 185,503 220,450
Riwnes rapurcdiai agraarment — nen-tedmg 56,357 138 56,485 A6200 A e
Firanaml wrvesirnenis 5,506 21,193 26,699 BES 5058 31 J0d
Dithaf Didindes] dasals 27.290 11 27,221 2,080 F 2,082
31 Dee 142,664 44,965 187,629 126E3 177077 206,711
Liabdlities
Daposis by bania 17.882 286 18,1448 24200 A4 J4ERE
Customar Beoounts 125,843 23 125,871 219,589 %3 FHLORE
Rapisrchase pgreamants - non-tradng 35,693 - 35,883 5220 — 6230
Firmnam| labilitss dasigrated st fsir velua 516 10,415 22931 2 A0 BEM 11,008
Dbt sacuritian n imsua 15,850 3228 19,085 B AET B51 6,108
Crthar finmnc ] | sbiltes 34,485 —_ 34,485 1B = 1,838
Fubordneted lebikties - 13,323 13,323 = 16,800 16,500
31 Dexc 233,278 8,258 269,538 JER 21O 2B A4, 582

28 Offzetting of financial asset= and financial liabilities

The *Amounts not set off in the balance shest” include transactions where:

* Tha countarparty has an offcatting axposure with the group and & master netting or similar arrangameant ic in place with a right of cat
off only in the event of defaull, insolvency or bankruptcy, or the offset criterm are not otherwise satisfied.

* |nthe caze of denvatives and reverse rapurchase/repurchass, steck borrowing/lending and similar agreemaents, cash and nen-cash
collataral has baan received/pladgead.

Far rizk management purposas, the net amounts of loans and advances to custamers are subjact to limits, which are monftored and the
ralevant customear agreaments are subjact to review and updatad, as necassary, 1o ansura that the lagal right of offzet remains
appropriate.
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MNotes on the Financial Statements

Amounts subject to enforceable netting arrsngemaents
Amcunts not set off in the balance
sheet

Met Arncunis not
WS subject o
i ha enforceabio
At offset shesrt  Instruments  collateral i1 l arT Tatal
£ £ £ £ £ L] L] £ £
Fimnncinl sssets
Daramteves {Note 14]" 169,823  (26.682) 1432M (104,548 (6818 (29.081) 2,988 1,291 144,522
Rovarsa mpos, atock barrowng end mmilar
ngnsmants classified
- trdirg nepats 12,661 (819 12,042 @75 {11,088 = {1} 557 12,630
= Mon-areding aeee 184,887 (107.441) 77445 (17.084) (50.288) 73 1 2,674 80,120
Lo and ndvancad 1o cuslomar® 24,698 (7.7349) 16954 (12,0400 - - 4,914 - 16,954
At 31 Dee 2018 392,169 l‘lﬂ Hﬂazi slﬁn I!&!!g Eiﬂm 7,300 4562 154,235
= —_—
Dhatarmtovacn (Nets 14]° 208,031 [FE.TIE] 141286 [106.E13] [7.534) RE.00T] 2131 2,040 43336
Ruvarsa repos, stock borrawing snd similar
agemants cesafind g
= tradag ansats 10256 - 10208 (230} 18873y - - B7E 1478
= ran-iroding sesets 100,243 A, 103 41,145 |, FaE] (28368} 30| i #4552 &6 BB
Loans snd advences 1o custaman® Rl = ] 7. e 23, TES {10,075 - [Had) A876 - 23 ek
31 Das 2007 JL8.077 MaSEeR) I16ELT 12 7. 765 [E5.871) RE201] G537 7560 45,108

Finnncial linkilities
D ravmbrvae [Note T4]° 164,194 [26,682) 137,502 (104848 {10,685 (20.914) 955 2,430 139,932

Rapos, 8ok lendmg and semnilor
BpmaTEE sl s

= trdirg linbilites 10,706 B19 10,087 @5 2113 - 1} 101 10, 168
L:_an-'.ru-dlng inbilten 153,828 (107.441) 46,485 (17,084 [29.271) (129 1 L] 46,583
Canstomnar acoounts’ 23,3684 (7, 744) 15620 (12,0400 - — 3,580 1] 15,628
At 31 Disc 2018 352,190  (142.496) 200,604 (135,047  (49.089% {21,043 4,535 2,637 123N
Dutaentevas [Nots 14) 206 158 [EE.TIE] 138,000 [106.E14] [0, 164} 8263 5038 70 140,070
Rapod, #tock landng and aemilar

agmesmients cloasifnd m’

= tmeding linbalts a2 — dadn Ak [21.472) — - 47 23558
= non-radng habilitss 25940 159,105 SAEET 1. 747] [31.412) |176] - .58 1.5
Cunstomar acoounts” 30382 7.HE 22.peR {19,073 = 433 3,454 17 22,Ta%
1 Dag 200 7 A62.443  [MIGERE] 21BREL 127,731 (G 048} 18,200} 8,433 4,072 223 660

1 A 3T Decamber 20715, e svroand of Caslh mangmn recined Bt g Sesn oifsal arares N geoss ey ivas sty wad £2 3840y G012 240 mg. The anmsan! of Gish magpn pasd
ERRT e Doy TS SEARIET DY CUORS JRrnl T InDlDins vt 4 200 2017 B3 4580

F For tha smound of r0os, Fsne repos, stook gy, Siook Donmwng nd s aveamenl recognised'on e batoco shoeal within Traging areely’ £96, & 30m [FUTF £ 168, Fm)
Ay Tederyy fabalitae” D3 S 1 4en (2017 £I06450m), oha 1 Flendeg soorcs sad vise” b on pags &2

2 AFST Dacarmber 0158, the mbal avcern ! of ‘Loans a0t sAVARCAT o cu oM’ Monpieaed o0 Bie bafenc shaal wag £ 1 LSS (5007 ES0400m ) af whach FTE S50m
RO B3 PG vk sealigec i cifisiing.

4 A ST Decaerbar 2003, the il arcernt of Qs scooen ie" recog fesd on e balancs siest was EIS0 850w (G017 35 1 548w of wihuch D15, 850m (X017 £25 665m) was
sulbpact b oifstting.

5 Thesiel SOQOELrOas CEMMIN M B Socinted by IR CONBIROR, Bl Wi (e 00 AE Y Sl o Bt S B0 BER B 00 R CEn anaisncng aricsa bty of e AT o Bfiees

29 Called up share capital and other equity instruments

Iszuad and fully paid

HSBC Bank plc £1.00 ordinary sharag

Pkl 2017
Mauemibsmr £m NirmDar ficig]
At 1 Jan 786,568,110 TaT T96.888.110 TaT
Ruo-desigmation of the £1 00 prafarred ordnery share 1 - - -
At 31 Dec 786,569,111 Fa7 T 889,110 TaT
HSBC Bank ple £1.00 preferred crdinary shares
20 2017
Murmibser 000 Nurmbar [acliind
At 1 Jan 1 - 1 £=
Shams n-desgnetad imto ordinery shares {1} - = =
At 31 Deo - - 1 -
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At the Board's General Mesting held on 22 November 2018, a resclution was passed to amaend the nghts of the one preferred ordinary
share of £1.00 in the capital of HSEC Bank ple, zo it has tha sama rights, ic subject te the cama rectrictions, and ranke parf paszu inall
respects with the ordinary shares of £1.00. This resulted in the preferred ordinary share 1o be re-designated as an ordinary share.

HSBC Bank ple $0.01 non-cumulativa third dellar preferance charaz

Z0E 2017
Nuamibser £oon Nurmbar [1la]
AL Jdan and 31 Dac 35,000,000 172 SE000.000 112

The bank has nc oblgation to radeem the preference shares but may redeam tham in part or in whaole at any time, subject to priors
netification to the Prudential Regulation Autharty. Dividends on the preference shares in issue are paid annually at the sole and absolute
dizeration of the Board of Diractors. Tha Board of Directars will not daclare a dividand on the prafarance shares in izua if payment of tha
dividend would cause the bank not to meet the capital adequacy requirements of the Prudential Regulation Authority or the profit of the
bank, available for distribution as dividends, is not sufficient to anable the bank to pay in full both dvidands on tha prafarance shares in
issue and dividends on any other shares that are scheduled 1o be paid on the same date and have an equal right to dividends or if
paymant of the dividend iz prohibited by the rightz attached to any clazz of charez in the capital of the bank, excluding ordinary sharec.

Tha praference thares in iszua carry no rights 1o converzion into ordinary chares of the bank. Helders of the preferance charez in izsue
will be able to attend any general meetings of shareholders of the bank and te vote on any resclution proposed to vary or abrogate any of
tha rights attaching to the praferance shares or any resclution proposed to reduce the paid up capital of the praferance chares. If tha
dividend payable an the prefarence charas in iztue hat net baan paid in full for tha most recant dividend periad or any resolution is
preposad for the winding-up of the bank or the sale of itz antire businass then, in such circumstancas, holdars of praference shares will
ba antitled to vote on all matters put 1o ganeral meatings, In the cace of unpaid dividends the halders of praferance chares in Esus will be
entitled to attend and vote at any general meetings until such time as dividends on the preference shares have been paid in full, or a sum
zat azide for such payment in full, in respect of one dividend pericd. All chares in izcue are fully paid.

Other squity instrumsants

HSBC Bank ple additional tier 1 mstrumants

2018 iz

£m Em

LN | L iyt SAenREhNn A O] THTLY. IR Sk WA 2011 TATIRONS: ENRMY B DO Y I = 1098
E£1,100m Undsted Subordneted Addibonal Tar 1 netrument issusd 201 4 [Calisbls Dacambar 208 & ormasndas) —_ 1,700
EB5Em Undatid Subgsdinated Resatiani Addaonal Tee 1 netrumant 2018 [Celebie March 2025 orwarda) 555 -
£1.500m  Undated Subordineted Rapatinbh Addtonsl Tar 1 netrument gaeed 2006 [Solinb b Dagambss 2020 onwands) 1,388 1,508
£196m Undated Subgrdinated Resstiabis Addacnal Tae 1 mstrumant ssued J01E [Callob ke Jamusry 2082 onwadde] 197 197
E300m Undsted Subsidmated Resstinhis Addgonsl Twr 1 metrument 20718 [Galiabls Mach 2083 omwvarda) 263 2
At 31 De 2.403 B

Tha bank has issued capital instrumants that are included in the group’s capital base az fully CRD IV compliant additicnal tier 1 capital.
Dwring March Z018, the bank issued two new Undated Subordinated Additional Tier 1 Instrumaents,

With effect from 1 July 2018, under tha ring-fencing transfer schama, all rights and obligationz in respact of the existing £1.0%8m
Undated Subordinated Additicnal Tier 1 Instrumant iccuad 2014 {Callable Decamber 2018 enwards) and £1,100m Undated Subordinatad
Additional Tier 1 Instrument issued 2014 (Callable December 2024 onwards) issued by HSEC Bank ple were transfarred to HSBC UK Bank
ple

Interest an these instruments will be dus and payable only at the sols dizcration of the bank, and the bank haz cole and absolute
discretion at all times and for any reasen to cancel (in whaole or in parth any interest payment that would otherwize be payable on any
date, Thara are limitatiens on the paymant of principal, intarest or ather amounie if such paymants ara prohibited under UK banking
ragulations, or other requiremants, if the bank has inzufficient diztnbutable reserves or if the bank fails to satisfy the solvency cendition
as dafinad in the instrurnents terms.

The instruments are undated and are repayable, at the option of the bank, in whale at the initial call date, or on any |ntarest Payment Date
aftar the initial call date. [n addition, the instruments are repayable at the option of the bank in whela for cartain regulatory or tax

reEsons. Any repaymants require the prior consent of the Predential Regulatien Authority. Theze instrurmants rank pari passu with the
bank's most senior class or classes of issued preference shares and therefore ahead of ordinary shares. These instruments will be written
dewn in whole, together with any aceruad but unpaid interast if either the group’s solbo or conzolidated Commaon Equity Tier 1 Capital
Ratio falls balow 7.00%.
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30 Contingent liabilities, contractual commitments and guarantees

Tha group — TRl
2018 H047 2018 AT

£m _bm £m £m
."]uurunhmu ard othér contingart Iwblthas -_.“. . ) ) o
= Friencinl guarertesn” 6,054 8,01 5,578 B711
= parfarmanses end cthar ;||.-:r|=||r'l.-e|v:~|.’.| 17,244 16691 10,323 15,287
- oiar gontingant labiltss 590 57 588 il
At 31 Dac 23.888 26285 16,439 18,718
Commitmante
— dadurmaritany Sodd itk dnd Ehost-thim Wada-related ansachonid 2188 PR 963 1,803
= forwmrd assat purchesss and fomwerd daposita placed® S0,118 32,734 1,528 =
= ghandby fecilitsn, cradit |nas smd othagr cornm fm ents to lend 94,593 139,180 63,449 57,589
At 31 Dec 148,895 124,71 5,938 89,814

T Emancrlgearaniees” o Wbl the snpasnant requnemand o 5SS 3 are appbed fave boean prason ey sopansiely O ofer pUanaioas D abgn widh oo sk aeciisuros
SO S v D v ien bl SCCTraRng

3 For the pnap, 3T Decniber 2017 balncas Bive Bt iesmaned i oot 25 500 of Ban conyTaITas (Rnsared it rapuchans apiewneetsl and £2 500 of partrmance sad
cihar puaaniss nol pravo sy akin D B avsobare

The abowve table discloses the nominal principal amounts, which raprasant the maximum amounts at risk should the contracts be fully
dravwn upan and clients default. Az a significant portion of guarantees and commitments is expected to axpire without being drawn upon,
the total of the nomunal principal amaunts iz not indicative of future liquidity requirements.

UK branches of HSBC overseas entities

In December 2017, HM Revenue & Custems (HMRC') challenged the VAT status of cerain UK branches of HSEC overseas entities,
HMRC has alze issued notices of aszezcmant covaring the peried frem 1 October 2013 to 31 Decambar 2017 totalling £262m, with
interast to be detarmined. Mo provicion has bean recognized in rezpact of thece notices. Contingent lisbilitias arising from lagal
proceadings, regulatory and other matters against group companies are disclosed at Note 32,

In March 2018, HSBC requested that HMRC raconzider itz azzaszment. |n January 2019, HMRC reaffirmad itz azzezcment that the UK
branchesz ara ineligible to ba meambers of the UK VAT greup. In Fabruary 2018, HSBC paid HMRC the sum of £262m and filed an appeaal
which remains pending. The paymant of £262m will be recorded as an asset on HSEC 's balance sheat in 20159,

Sinca January 2018, HSBGC = returns have bean preparad on the basis that the UK branchas are not in the UK VAT group. In the event that
HESBC's appeal iz successiul, HSBC will alzo be entitled to a refund of this VAT,

Financial Services Compensation Scheme

Tha Financial Servicez Compensation Scheme ('FSCS5°) has provided companzation te consumars following tha collapze of a number of
deposit takers. The compenzation paid out 1o consumers was funded through loans from HM Treasury which has now been repaid (2017:
£4.7bn}. The bank could bae liable to pay a properion of any future amounts that the FSCS borrows from HM Treazury. The ultimate FSCS
levy 1o the industry as a result of a collapse cannot currently be estimated reliably, 83 1 iz dependent on varous uncartam factors,
including the potantial recoveries of aszets by the FSCS and changes in the laval of protectad depocsitz and the population of FSCS
mambers at the time.

Guarantees
Tha group Th bk
e [017 20m8 203
By the group in Ey tha growp n By the bank in By Tha bani n
fovour of ather Tirvtud of GiFut favour of othar Tavour of olhad
Infavour of  HSBC Group i frvour of 1 HEEC Grog I fevour of HSEBC Group i Taviuir of HS8C Group
third parties entities [t s arvibean third parties mntities Erind pariias anldag
Em £m frr £m £m £m £ Em
Firsmnoml p—.ur:m‘.nu."" 5457 587 R Bz 2,698 2.e80 £ 00 2,085
quformmr_:? nnd ofsar
guaranteas 16,243 1,001 165,475 1116 89,238 1,085 a5 2,085
Total 21,700 1,598 28,136 1,757 11,938 3,585 14287 4.1

1 Frmancal guariniees conliacs dn contrachs thald raguas Bhe reair B roake Spaciiad faymesn's o rdamaboves Sha Solder for 2 lbss incurred Becaesa 3 ipaciad dabiy fds fo maks
DT el ohag, W0 SCoovaance sl e ovgmal or oot s of & Gl metiranr. TR SO B D Sbovs mise AN Soanal £t B

2 Fia ! i AN e Tt wiich BhE MAEAETORT FegUIRamanTs B IFRE 3 Boe BEedig Ay DOan e s g SApars iy fom oIer Fuaraes o Alg T with GredT rk deskeunes
ot atnea fave Do £a-fr asan el scconding iy
3 AT Dwcerrber 2017 balivces S Dy rostiied 1o anchaoe £330 of of pavfornnancs Sod ol grarantess ool fraveorsly san e for dieckiona

Tha group provides guarantees and similar undertakings on behalf of both third-party customers and cther entities within HSEC Greup.
These guarantess are generally provided in the normal course of the group’s banking businesses, Guarantess with terms of mara than
one year are subject 1o the group's annual credit review process.
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31 Lease commitments

Operating lease commitments

At 31 Decambar 2018, future minimum leass paymants under non-cancellable operating leases for land, buildings and squipmant weare
EBOEm (2017 £1,206m).

Finance lease receivables

Tha group leases a vaniaty of azsets to third partees under finance leazes, including transpert assets (such as aircraft), proparty and
ganaral plant and machinary. At the end of leaze terms, acsats may be sold to third parties or leazed for further termz. Rentals are
caleulated o recover the cost of assets less their residual value, and earn finance incame

2018 2017

Tatal future Uneamed Tiao! Butuird Wiivi iTvied

TR fonpnce
B Present valus ey noma Present Valua
£rm £m Erm £m £m Em

Lants racarvebies’

No ter then ona yas 290 23) 267 1.5 (165 1,755
Latar Sham ona waar and na Btar than fass yaans 1,398 {a82) 1,268 a.634 (78] 3.540
Lagae than Tas ywass |3z [45) 782 1,483 11611 1,152
At 31 Dec 2,418 {1507 208 &, 508 [ b G207

¥ dmpacied by tha fansters o HSEC LK Bank pi sk Bhe g -fancs snplemantabon, For firther anfermaion see Nods 55 Drecondiimasd parabong.

32 |Legal proceedings and regulatory matters

The group is party to legal proceedings and regulatory matters in & number of jurisdictions arising out of Az normal business operations,
Apart from the matters descnbed belaw, the group considers that ncne of these matters are maternal The recognition of pravisions is
datermined in accordance with the accounting policies set out in Mota 1 of the Annwsl! Report and Aceounts 2018, Whila the cutcoma of
legal procesdings and regulatory mattars is inharently uncertain, managemant believes that, based on the information available to it,
appropriata provisions hava bean made in rezpect of these matters az at 31 Dacembar 2018 {zea Note 25). Where an individual provision
i material, the fact that a provision has been made is stated and quantified, except 1o the extent that doing so would be sericushy
prajudicial. Amy provicion recognized does not constitute an admizsion of wrongdeoing or lagal liability. 1t iz not practicabla to provida an
aggregate astimate of potential liability for our lagal proceadings and regulatory mattars as a class of contingent liabilities,

Bernard L. Madoff Investment Securities LLC

Barnard L. Madoff ('Madeoff') waz arraztad in Decamber 2008 and latar plaaded guilty to running a Ponzi schama. Hic firm, Barmard L.
Madoff Investment Secunties LLC (‘Madoff Securities’), is baing liquidated in the US by a trustes {the ‘Trustes'].

Various non-US HEBC companies provided custodial, administration and similar services 10 @ number of funds incorporated cutside the
US wheooe aszets wara invested with Madoff Securitiaz. Bazad on information provided by Madeff Securitiaz as at 30 Novembar 2003,
the purported aggregate value of these funds was $3.4bn, including fictitious profiis reported by Madoff.

Bazad on information availlable to HSBC, tha funds® actual transfars to Madoff Securitiss minus their actual withdrawalz from Madoff
Securities during tha tima HSEC zarvicad tha funds are astimatad to have totallad approximataly Sdbn. Variouz HSBC companias have
bean named as defandants in lawsuits arising out of Madoff Securities’ fraud.

U5 litigation: The Trustes has brought lawsuits against varicus HSBC companies and others in the US Bankruptoy Court, seeking
recovary of transfars from Madaff Securities te HSBC in an amount not yet plaaded or determined. HSBC and othar parties 1o tha actions
have moved to dismiss the Trustes’s claims. The US Bankruptey Court grantad HSBC s motion to dismiss with respact to cartain of the
Trustes's claims in November 2016, In September 2017, the Trustes appealed the US Bankruptey Court’s decision, and the caze remaing
pending before the US Court of Appeals for the Second Circuit (the ‘Second Circuit Court of Appaals').

Fairfiald Sentry Limitad, Fairfiald Sigma Limited and Fairfield Lambda Limited (tegather, ‘Fairfiald’} {in liquidation since July 2009} hava
brought a lawsuit in the US against fund shareholders, including HSBC companies that acted as nominess for clients, seeking restitution
of redamption payments. In Decambar 2018, the US Bankruptey Court izzued an cpinion, which rulad in favour of the defendantz’ motion
to dismics in respact of canain claims by the liguidators for Fairfisld and granted & mation by tha liquidators for Fairfiald to file amandad
complaints.

In Decambar 2014, 5PV Optimal SUS Lad {"S5PY O5US'), the purported azzignes of the Madoff-invasted company, Optimal Strategic US
Equity Lid, filed a lawsuit in New York State Court against varicus HSBC companias and others, cesking damages on vanous allegad
grounds, including breach of fiduciary duty and breach of trust. In April 2018, H5BC transfarred the case to the LS District Court for tha
Southern District of Naw York {the "New Yaork District Court'). In February 2019, SPY O5US withdrew itz action with prejudice against
HSEC,

UK litigation: Tha Trustea has filed a claim against varicus HSBC companies in tha High Court of England and Wales, seaking recovery
af transfers from Madoff Secumies to HSEC in an amount not yet pleaded or determined. The deadline for service of the claim has been
wdended to September 2019 for UK-based defendants and Movember 2019 for all other defendants.

Cayman Islands litigation: In February 2013, Primeo Fund Limited {'Primea’) {in liquidation sinca April 2005} brought an action against
HESEC Securities Services Luxembourg ('HSSL") and Bank of Bermuda (Cayman) Limited, alleging breach of contract and breach of
fiduciary duty and claiming damages and aquitable compansation. The trial concluded in Fabruary 2017 and, in August 2017, the coun
dismizzed all claimz against the defendants, In Septembear 2017, Primeo appealed to the Count of Appeal of the Cayman |slands, and the
defendants cross-appaealed in respact of cartain of the trial court’s findings. The appealz are panding before the court for a decizion.

Luxembourg litigation: In April 2008, Herald Fund SPC ["Herald") {in liquidation cince July 2013) breught an action against HSSL bafore
the Luxembourg District Court, seeking restitution of cash and securties that Herald purportedly lost because of Madoff Secunties” fraud,
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or money damages, The Luxembourg District Count dismizsed Herald's securities restitution claim, but reserved Herald's cash restitution
claim and iz claim for moneay damagesz. Herald haz appealed thiz judgmant to the Luxembourg Court of Appeal, whara the matter iz
pending. In late 2012, Herald browght additional claims against HS5L and HSBC Bank plc before the Luxembourg District Court, seeking
further restitution and damagec.

In Oetobar 2008, Alpha Prime Fund Limited {'Alpha Prima') brought an action against HSSL bafors the Luxembeourg District Court,
seaking the restitution of securities, or the cash equivalent, or money damages. This action has been temporarily suspended at the
plainiffs’ request, |n December 2018, Alpha Prime brought additional claime bafore the Luxembaourg District Coun seeking damages
against various HSBC com panies.

In Dacember 2014, Senator Fund SPC ("Senator'} brought an action against HSSL bafore the Luxembourg District Court, seaking
restitution of securities, or the cash equivalent, or monay damages, In April 2015, Senator commencad a separate action against the
Luxembeourg branch of HSEC Bank ple asserting identical claims bafore the Luxembourg District Count. In Decembar 2018, Senator
brought additional elaims againzt HSSL and HSBC Bank ple Luxembourg branch baefora tha Luxembourg District Court, seeking
restitution of Senator's securities or money damages.

HS5L hag alee bean named az & defendant in various actiens by chareheldarz in Primao Select Fund, Herald, Herald (Lux) SICAV and
Harmeas International Fund Limited. Mozt of theca actions have bean dicmizsed, suspandad or postponad,

Ireland litigation: In November 2013, Defender Limited brought an action against HSBC Instiautienal Trust Services (ireland] Limited
{"HTIE') and octherz, bazad on allagationz of breach of contract and claiming damages and indamnification for fund lazzesz. Tha trial
commanced in Octobar 2018, In Decamber 2018, the Irich High Court iszuad a judgment in HTIE s favour on a praliminary iczue, helding
that Defander Limited had no effactive claim against HTIE. This judgmant concluded the trial without further issues in dispute baing
heard, In February 2019, Defender Limited appaaled the judgment,

In Decernber 2014, SPV OSUS filad an action against HTIE and HSBC Securities Services {ireland) Limited alleging breach of contract and
claiming damages and indamnificatien for fund losses, which was dizsmissed on the basiz of a preliminary izzua by the Irish High Court in
Qetobar 2015, In July 2018, following further appaals by SPYV OSUS, tha Irich Suprema Court affirmed the dizmiszal on a final basis,

Thara are many factors that may affact the range of possible outcomes, and the razulting financial impact, of the varicus Madoff-related
procasdings describad above, including but not limited to the multiple jurizdictiens in which the procesdingz have been brought. Eazad
upan the information currently available, management’s estimate of the possible aggregate damages that might arse as a result of all
claimsz in the variouz Madoff-related proceadings iz up to or axceading $500m, excluding costz and interazt. Due to uncenainties and
limitations of thiz estimate, the ullimate damages could differ significantly from this amount,

Anti-money laundering and sanctions-related matters

In 2010, HSBC Bank USA N A. "HSBC Bank USA’) antared into a consant cease-and-dasizt order with the Office of tha Camptroflar of tha
Currency {"QCC"), and HEBC Nerth Amanca Holdings Inc. ("HNAH®) entared inte a consent cease-and-desil order with the Federal
Razerve Board ('FRE’). In 2012, HSEC Bank USA further anterad into an enterprise-wide complianca consent ordar with the OCC {each an
‘Order” and together, the ‘Orders’). These Orders required improvements to establish an effective compliance risk management
programmaea acrozs HSBC s US busineszas, including rick managemeant related te the Bank Sacrecy Act ('BSA") end anti-monay
laundering ("AML") complianca. In 2012, an additional concent order was entered into with the OCC that required HSBC Bank US4 ta
correct the circumstances noted in the OCC's report and imposed restrictions on HSBC Bank USA acquiring contrel of, or helding an
intarazt in, any naw financial subsidiary, oF commancing a new activity in 1s axsting financial subsidiary, without the OCC's approval
Batwean June and September 2018, following implementation of the required remediation actions by HMAH and HZEC Bank USA, the
FRE and OCC tarminated sach of thaza ardars.

In Dacembar 2012, among othar agreements, HSEC Haldings ple ('HEEC Holdings') agreed to an undertaking with the UK Financial
Conduct Authority {'FCA') and consented to & cease-and-desist ordar with tha FRE, both of which contained certain forwa rd-looking AML
and canctionz-related abligationz. HSBC aloo agread to retain an indepandant complianca monitor (who iz, for FCA purpoces, a "Skilled
Person' under section 166 of the Financial Services and Markets Act and, for FRE purpeses, an "Independent Consultant'] 1o produce
pericdic asseszmants of the HSBC Group's AML and sanctions complance programme (tha ‘Skilled Personfndependent Consultant’), In
Dacembaer 2012, HSEC Holdings alzo entered mto an agreamant with the Office of Foreign Assets Control {'OFACT) regarding histerical
trancactions involving parties subject to OFAC zanctions. The Skilled Parzon/indapandent Consultant will continue to conduct country
reviaws and provide periodic reports for a paricd of time at the FCA's and FRE's discretion. Tha role of the Skilled Percon/independant
Conzultant is discussed on page 33.

Through the Skilled Parson/Iindependent Conzuliant’s country-level reviews, az well az internal reviews conducted by HSBEC, certain
potantial AML and sanctions compl@nce issuas have been identified that HSEC is reviewing further with the FRE, FCA and/or OFAC. The
Financial Crimes Enforcament Metwork of the US Treasury Department, as wall az tha Civil Divizion of the LIS Attorney’'s Office for tha
Southern District of New York, are investigating the collection and transmittal of third-party ariginatar infarmation in cerain payments
instructed ovar HSBC's proprietary payment systame. The FCA iz alze cond ucting an investigation inte HSBC Bank ple’s complianca with
UK money laundering regulatiens and financial crime systems and controls requiremeants, HSBC ic coopearating with all of theza
invastigations.

Sinca Novembar 2014, a numbar of lawsuits have bean filad in fadaral courts in the US against various HSEBC companiaz and otherz on
bahalf of plaintiffs who are, or are related to, victims of terrorist attacks in Irag. In each case, it is alleged that the defendants aided and
abatted the unlawful conduct of various sanctionad parties in violation of the US Anti-Terrerism Act. Sevan actions against HSBC Bank
plc are currently pending in federal court in New York. In July 2018, in one case, the magistrate judge issued a recommendation that the
New York District Coun chould deny the defendantz’ mation to dizmizz. A motien to dismicz remains panding in one other caza in the
New York District Cournt. An action that wae panding in faderal court in Florida wae dicmisced by the court in Octobar 2018 without
prejudica. In Decamber 2018, three new cases and two cases relating to axisting actions wera filed in the New York District Court. Thesze
new acticns aré a1 a vary sarly stage,

Bazed on the facte currantly knawn, it iz not practicabla at this time for HSEC to pradiet the resslution of thaeze mattars, including the
timing or any possibla impact on HSEC, which could be significant.
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London interbank offered rates, European interbank offered rates and other benchmark interest rate
investigations and litigation

In Decamber 2016, the European Commission (the "EC’) issued a decizion finding that HSBC, among othar banks, engaged in anti-
compatitive practices in connection with the pricing of euro interast rate dervativas in early 2007, The EC imposad a fine on HSBC basad
an a one-manth infringemaent, HSBC has appealed the decision

U35 dollar Libor: Beginning in 2011, HSEC and other panal banks have bean named as defandants in a numbar of private lawsuitz filad
in the US with respect to the setting of US dellar Libor, The complaints assen claims under various US laws, including US antitrust and
racketearing laws, the US Cemmodity Exchanga Act ('US CEA') and state law. Tha lawsuits include individual and putative clase actions,
most of which have bean trancfarred andlor conzalidated for pre-tral purposes before the Mew Yeork District Court.

In 2017 and 2018, HSEC reached agresments with plaintiffs to resalve putative class actions brought on behalf of the fellowing five
graups of plaintiffe: parcons who purchazad US dollar Liber-indaxed bonde, parcons who purchazad US Libor-indaxed axchangea-tradad
instruments; US-based landing inztitutions that made or purchaced US dollar Libor-indexad loans (the 'Lander class’), parsons who
purchased US dollar Libor-indexad interast rate swaps and other instruments directly from the defendant banks and their affiliates (the
‘OTC class’); and persons who purchased US dollar Libor-indexed interest rate swaps and other instruments from cenain financial
institutions that are not the defendant banks or their affiliates. Dunng 2018, the New York District Court granted final approval of the
zattlamantz with the OTC and Lender clagzes. The remaining cettlameants are subject to final count approval. Additionally, a number of
athar US dellar Libor-related actions remain panding against H3EC in the New York District Court and tha Sacond Circuit Court of
Appaals.

Intercontinental Exchange ('ICE") Libor: In January 2019, HSBC and ether panal banks were named az defandants in a putative elase
action filed in tha Mew York Digtrict Court on behalf of parsons whe purchased ovar4he-countar instruments paying intarest indecxed to
ICE Libar fram a panal bank. The complaint alleges, amang other things, mizconduct relsted to the supprassion of this banchmark rate in
violation of US antitrust and state law. This matter iz at a very early stage.

Thara are many factors that may affect tha range of outcomes, and the resulting financial impact, of theze mattarz, which could ba
significant.

Farasign exchange-related investigations and litigation

‘arious regulators and competition autherities around the world, including in the EL, Switzerland, Brazil and Scouth Africa, are conducting
investigations and reviews inte trading by HSEC and others on the foreign exchange markets, HSBC is cooperating with these
invactigationz and reviews.

In January 2018, HSEC Heldings enterad inte a thras-yvear defarred procecution agreament with tha Criminal Divizsion of the DeJ (the 'FX
DPA%), regarding fraudulent conduct in connection with two particular transactions in 2010 and 2011, This concluded the DoJl's
invactigation into HSEC e histerical foreign axehange activities. Under tha terme of the FX DPA, HSEC haz a number of angoing
obligations, including implemanting enhancements to its internal controls and procadures in its Global Markets business, which will ba
tha zubject of annual reports te the Del. In addition, HSBC agreed to pay a financial penalty and restitution.

In Decambar 2018, Brazil's Adminiztrative Council of Economic Defence ('CADE’) publicly announcad that it is initiating an investigation
into the enshore foreign exchange market and has identified a numbaer of banks, including HEEC, as subjects of its invastigation.

In February 2017, the Competition Commission of Scuth Africa referred a complaint for proceedings before the South African
Compatition Tribunal against 18 financial institutions, including HSEC Bank ple, for alleged mizconduct ralated to the foreign exchanga
market in violation of South African antid rest laws. |n April 2017, HSBC Bank plc filed an axception te the complaint bazed on a lack of
jurizdiction and statute of limitations. Thase procesdings are at an esarly stage.

In Qetebear 2018, HSBC Holdings and HSEC Bank ple recaived an information request frerm the EC concerning potential coardination in
foraign axchangae aptions trading. This matter iz at an early staga.

In lata 2013 and early 2014, variouz HSEC companies and othar banks wara namead ac dafandants in various putative clace actions
consolidated in the Mew York Detrict Cournt. The conzolidated complaint alleged, amang other things, that the defendants conspired to
manipulate the WM/Reutars foreign exchanga banchmark ratas. In September 2015, HSBC reached an agreamaent with plaintiffe

10 resolve the consalidated action, and the court granted final approval of the settlernent in August 2018,

A putative class action complaint making similar allegations on bahalf of retail customars of foreign exchange products was filed in the
US District Court for tha Northern District of California in 2015, and waz subsaquantly tranczfarrad to the Mew York Dictrict Court whare it
remains pending. In 2017, putative class action complaints making similar allegations on behalf of purported 'indirect” purchasers of
fareign exchange products ware filed in New Yerk and waere subzaquantly consaolidated in the New Yark Distriet Court, whera thay ramain
panding.

In Saptember 2018, vanous HSEC companies and other banks were named as defendants in a class action comphaint filed in Israel that
allages foreign exchange-related micconduct and, in Nevember and Decamber 2018, complaints alleging foreign exchange-ralated
misconduct wars filad in the Mew Yerk District Court and the High Court of England and Wales against HSEC and other defendants, by
cartain plaintiffz that opted out of tha US clazs action zettlamant. In February 2019, varicus HSBC companies wara named az defandants
in a claim issued i the High Court of England and Wales that alleges foreign exchange-related misconduct. These matters are at an early
stage. i is possible that additional actions will be initiated against HSBC in relation to its historical foreign exchange activities.

Az at 31 Decamber 2018, the bank haz recognized a provizion for thaze and similar mattars in the amount of £168m. Thera are many
factors that may affect the range of outcomes, and the resulting financial impact, of these matters. Due to uncertaintins and mitations of
thase astimates, the ullimate panalties could diffar significantly from the amount provided,

Precious metals fix-related investigations and litigation

In Movernber 2014, the Antitrust Division and Crminal Fraud Sectien of the Ded Esued a document request to HSBGC Heldings. seeking
tha vaoluntary praduction of cartain documeants in eonnection with a eriminal investigation that the Dod iz conducting of allagad anti-
compatitive and manipulative conduct in pracicus metals trading. In Januwary 2019, the DoJ closed its investigation without taking any
action against HSBC.

Gold: Beginning in March 2014, nurmerous putative class actions waere filad in the New York District Court and the US District Coune for
tha District of NMew Jersey and the Morthern District of California, naming HSBC and othar members of The London Gold Market Fixing
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Limited as defendanis, The complaints allege that, from January 2004 to June 2013, the defendants conspired to manipulate the price of
gold and gold darivatives for thair collactive banafit in vielation of LS antitrust laws, the US CEA and Mew York ctate law. The actions
ware consolidated in the Mew York District Court. The defendants’ motion to dismess the consalidated action was granted in part and
daniad in part in October 2016, In June 2017, the court granted the plaintiffz laave 1o file a third amanded complaint, naming a naw
defendant. The court has denied the pre-existing defendants” request for leave to file a joint mation to dismiss, and discovery is
pracaading.

Baginning in December 2015, numerous putative class actions under Canadian law were filad in the Ontarie and Quabec Superier Cours
of Justics against various HSBC companias and other financial institutions, The plaintiffz allege that, among othar things, from January
2004 12 March 2014, the defandants conspired to manipulate the price of gold and gold derivatives in viclation of the Canadian
Compatition Act and common law, These actions are at an sarly stage.

Silver: Beginning in July 2014, numerous putative class actions wers filed in the US District Courts for the Southern and Eastern Districts
of Mew Yerk, naming HSBC and othar membars of Tha London Sitver Market Fixing Ltd az defandants. The complaintz allage that, from
January 2007 to December 2013, the defendants conspired to manipulate the price of sitver and silver derivatives for their collective
baneafit in violation of US antitrust laws, the US CEA and New York statae law. The actions wera consclidated in tha New York District
Court, The defendants” motion to dismiss the consolidated action was granted in part and denied in part in October 2016, In Juna 2017,
tha court granted the plaintiffz leave to file a third amended complaint, which names cavaral new defendantz. The court hac denied the
pre-axisting defendants’ request for lsave ta file a jont motion to dismiss. and discovery is procesding.

In April 2016, two putative class actiens wnder Canadian law were filed in the Ontarie and Quebes Superier Courts of Justcs against
various HSBC companies and other financial ingtitutionz. The plaintifiz in both actione allaga that, frem January 1995 to August 2014, tha

defendants conspired to manipulate the prce of sibeer and silver derivatives in violation of the Canadian Competition Act and commeon
laws. The Ontario action i at an early stage. The Quabec action has bean temporarily stayed.

Platinum and palladium: Batwesan late 2014 and early 2015, numanous putative elace actions wara filad in the New Yark District Court,
naming H5BG and ether members of The London Flatinum and Palladium Fixing Company Limited as defendants. The complaints allege
that, frem January 2008 to Novembar 2014, the defendants conzpired to manipulata the price of platinum group metals {(PGM'} and
PGM-baged financial products for their collective benefit i vickation of LIS antiirust laws and the US CEA, In March 2017, the defendanis’
motien 1o dizmiss the secend amendead conzolidated complaint was granted in part and denied in part. In Juna 2017, the plaintiffz filed a
third amended complaint, The dafandants filed a joint motion te dismics, which ramainz pending.

Bazed on the facts currently known, it is not practicable at this time for HSEC to predict the resclution of these matters, ingluding the
timing or any possible impact en HSEC, which could ba significant.
Other regulatory investigations, reviews and litigation

HSBC Bank plc andfor cartain of itz affiliates are subject to a numbar of other investigations and raviews by various regulaters and
cormpatition and law enforcament authorities, as well 8z litigation, in connacticn with various mattars relating to the firm's busineczes
and oparations, including:

* an investigation by the Swicz Competition Commizzion in connaction with thae zetting of Euribor and Japanasza yan Liber;
* an infermation request from the UK Competition and Markets Authonty concermning tha financial services sector;

= putative individual and clazz actions brought in the New York Diztrict Coun ralating to the Canadian dealar offared rata, the credit
dafault swap market and the Mexican government bond market, and putative class actions brought in the Mew York District Court and
in tha Suparor and Fedaeral Courtz in Canada relating to the market for US dollar-denominated supranaticnal sovereign and agency
bonds, and

* putative class actions brought in the US District Court for the Northern District of Texas and a claim issuad in the High Court of
England and Wales in connection with HSBC Bank ple's role as a cormespondent bank to Stanford International Bank Ltd from 2003 1o
2009,

Thara are many factors that may affact the range of outcomes, and the rasulting financial impact, of theza matters, which could be

significant

33 Related party transactions

The immeadiate parent company of the greup iz HSEC UK Heldings Limited and the ulimate parant company iz HSEC Holdings ple, both
af which ara incorporated in England.

Copies of the Group financil statements may be obtained from the following address:
HSBC Holdings ple

g Canada Snuare

London E14 SHO

145 24 'Related party dizclosures’ defines ralated partias az including the parent, fellow subsidiarias, azsociates, joint vantures, post-
amploymant banafit plans for HEBC employees, Key Management Personnal ('KMP') of the group and its ultimate parant company, cloze
family members of the KMP and entities which are controlled, jointly controlled or significantly nfluenced by the KMP or their close
family mambars.

Particulars of transactions betwaan the group and the related parties are tabulated below. The dizclogure of the year-end balance and the
highest amounts sutstanding during the year are considered to be the most meaningful infermation to represent the amount of the
transactions and cutstanding balances duning tha year.

Key Management Personnel

The KMP of the bank are defined as those persons having authority and responsibility for planning, directing and controlling the activities
af the bank. They include tha Directors of HSBC Bank ple, and Directorz and cartain Group Managing Directors of HSBC Heldings ple, to
tha axtant they have a role in directing the affaire of the bank.
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A numbaer of the bank’'s KMP are not Directors of the group, but are Directors or Group Managing Directors of HSBC Haldings ple, The
ameclumaents of thaza KNP ara paid by cther memberz of tha Group whe make no racharge to the bank. It iz net pozezibla 1o make a
reasonable apportionment of their emoluments in respect of the bank. Accordingly, no emoluments in respect of these KMP are included
in the fallowing dizchozura.

Tha tablez balew rapresent the companszation for Directors of the bank in exchange for sarvices rendered to the bank for the pariod they
sarved during the year,

Compeanzation of Key Managamant Personnel

8 27
Lo00 [ lra]
Shon-tern ampioyes banafits 3115 2818
Post-arnploymant banaiits 4 0
Othar long-Tam amplives bialts 136 &4
Ehnie-besed paymants Bo1 1,284
Year snded 31 Dec 3,056 6,628

Transactions and balances during tha year with Key Management Personnel of the bank

2om8 " 207
Highest smounts Higheat amounts
Balance l["l:! Nﬂﬁm aEending
during Balnce at 31 Bac dunng year
£m £mi £m Em
Koy Management Persannal’

Advancas snd 4editg 2 4 1% ia
uncantsas - = — —
Dagaaits 28 &0 £F L)

Anclagi Chrig NMWENMMMWFWHNH#WHKHPUMWW i e Fafray PSRl
Evzhanga rate appled for non-GEP amornts & 5t 31 Docamber 20

Eagehiiga 180 AR oy Moa-GEE Sireinils i e Siebpd e b‘n‘!ﬂ&f

FO15 eochedes B Quakiiang componanis of e Bank s FEWR DK OME LN and GIFE LK bussndasas Followsng g Fancag o Joly 2018
Fiam 200 F armen s Bive baid resteied 16 gt ol ransacions and babinces batvsan by KAE aad the group.

N Sy G5 RS s

The above transactions ware made in the ordinary course of business and on substantially the same terms, including interest rates and
zacurity, &z for comparablae transactions with parsong of a similar standing or, where applicable, with othar amployeses. The trancactions
did net invelve more than the normal rsk of repayment or present other unfavourable features.

In addition to tha requiremants of |AS 24, particulars of advances {loans and quaszi-loans), cradits and guarantees antarad into by the
group with Directers of HSEC Bank ple ara requirad to ba dizclozad pursuant te saction 413 of the Companiaz Act 2006, Undar tha
Companies Act, thers is no requiremaent to disclose transactions with KMP of the bank’s ultimate parent company, HSBC Heoldings pls.

Transactions with Directors: advances, credits and guarantess (Companies Act 2006}

2018 2017
Balance st 31 Eptancss at 31
Do Bz

£000 i)
Directors
Liznn 285 1664
Gunmnteas. - —

Other related parties
Tranzactions and balances during the year with KMP of the bank’s ultimate parent company

Dunng the course of 2017 and 2018, thare ware no transactions and balances batween KMP of the bank's ultimate parent company, who
wara not considerad KMP of the bank, in recpact of Advances and Creditz, Guarantees and Daposzits.

Trancactions and balanees during tha year with accociatas and joint veniures

F ] ] 2017
Highast balance Balence at Highait badncy
during the yesr 31 Dec duting tha year  Badanca at 31 Deo
£m £&m £m Em
Lrspubondsnat d AMourts dua Trom gin waniue 102 T 102 Ed
Sobardnamd FMounts dus Irom aseceans = = a0l 04
Eaf‘ag‘lm B cormminmants’ ain - dB0 -!-EIZII
1 lmpacied by tha franstfers oo WSEC UK Bank ol ook the g -fancs o o For Rt s e Mot 56 Drsconiing i oparpiang.

The group provides certain banking and financial sarvices to accociates and joint ventures, including loans, ovaerdrafts, interest and non-
interast baaring daposits and currant accounts. Datails of tha interests in associates and joint wentures are given in Notes 17 and 37,
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Tha group’s transactions and balances during the year with HSBC Heldings ple and tubsidiaries of HESEC Holdings ple

2018 27
Due toffrom HSBC Due toftrom subsidiares of 00 ofrom HBEC Holkdngs D 10 roem supeid ianas of
Heldings pic. HSBC Heldings plc (£ HEBC Haldings ple
Highest Highest Highaet Highies1
during the ,‘.;,".:: Halance at ﬂuf::: duﬁ:?:: Bataros a1 31
yoor I Do year 31 Dwc yiar 31 D et Dz
£ £m £m m m fm Em fm
Assats
Trindng sesats EC 24 4725 276 wEd 1 13,367 476
Duramstoves 2,651 1,685 20,224 18,135 - - 29,408 18,883
Firmncm| sesatn dasgriated a8 fair valss 15 F 201 188 20 o) & F
Lowmns snd sduencaes to benks — — 8,703 2,780 - - 13,480 a3,5958
Lomns snd sdvenoss to customam 024 - 3810 539 1 500 24 4, 008 3,E10
Firences| nwaatmaents 238 238 28 - 250 38 249 28
Taotal related party azzats at 31 Dec 4,179 1,945 35,491 21,928 P 1,528 &0, 556 J1.318
Linbalitins
Tradag linkilke o968 303 18,634 1114 2 50 ] 28,316 18,634
Firsncm| habiddsig dadgrated &t I valus 2,967 1,183 L-1°] BE 2161 2,981 - -
Dapaats by banks - - #6847 2858 1 - 6,460 4,800
Customar Beoounts 15,024 2,708 5,095 1,716 25291 16,001 LaE ]
Datmvatoves 71 559 21,145 17,584 - - 24,853 18,523
Subordnated babilitss 13,444 5,060 4,230 4230 13275 13279 Frr —
Total related party liabilities at 31 Dec 32,373 10,813 57,819 271573 442 31,609 E5.007 47563
Guarartesas and commitmants - - 482 387 - - 503 a7z
Due twffram HSEC Holdings  Due toffrom subsidiades of
o HSBC Holdings plc
018 mr 2018 amy
£m £m £m E£m
Income atatement
Intaragt ngome 6 - 119 53
Intarash s anse 448 4B 141 B
Fag sngama 13 ) a5 e
Deadand scoma - - - -
Foo wxranss - - a7 =T
Tradwig mocoms - e 5 23
Tradng sxpansa 3 = 125 -
Cthar cparsbng nocome o7 278 e b ]
Ganemnl snd sdmristmivg axpensas &7 & 2718 5,557

The above cutstanding balances arose in the ordinary course of business and on substantially the same terms, including interest rates
and sacurity, as for comparable transactions with third-party countarparias.
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The bank's tranzactions and balances during the yaar with HSEC Bank ple cubsidiaries, HSBEC Holdings ple and subszidiarias of HSBEC
Holdings ple

il 2047
i iFrom
subsidiaries of Due taffrom D BTeom Chua tod¥rom
HSBC Bank ple [eu tdTrom HSHC subghdieries of  subekliarss of HSEC Do offeom H3EC  subsicietess of HREC
‘subsidinries Holdings plc HSEC Holdings pbo  Eanic pic pubosd @ Holdngs pic Hanidings pho
Highszt Highest Highest Hghai Highit Highast
balance Dalsnce balance Delance balence Balance  calanos tatance babnce
during at il during L0 dusring Lih] dunmg  EBatngs dumng  Balancs during  Baisnce
the year Dec  the year Dec  the year Dee  hoyear a3l Dac thayear @i 31 Oec  tha'mar  ai 31 Dec
£m £m £ m £m im £m Em £m Bm £Em
Agzots
Tradeg addsta 31,547 1,051 51 4,403 276 A5 SeAT ] 461 13063 A ANG
Daernstves 11,668 11,557 2,551 1,688 29287 17,08 1323 10,589 - - 41,2 25267
Lowns and sdvences to benks 7,491 4142 - - 6,570 2, 0580 [l ] & rag - - B,083 DEM
Losrie aired mchvancgs o customam 15,422 7444 a11 = 3,594 539 16 Bd 4 T4, 457 1,458 a1 A R0 3554
Firmncisl irvastrmants 820 185 - - - - 1,229 t=edi] - = — =

Total related party assets at 31
Dec 36,948 24,370 3013 1,708 43824 20,794 S500F  DEEDD P 1262 E8.0E7 40,834

Linbilitias

Tradng labdi ke 679 - 968 303 18,543 1114 245 B73 2,560 368 2786 VBG4
Dapaads by banka 4,777 2,542 — — 2164 2104 4082 L4737 - — 6,051 4,558
CusBhoemar BSeounts 1.410 822 15024 2,708 4,997 1.70% 3076 L4100 36267 14,984 7.208 A7
Dttt b 12,444 12,309 770 559 34,043 16,708 5800 12502 — — 42,337 34,043
Lubordnated lnbdhes o0 700 13137 5827 4.230 4,230 i BaE 12,8 1251 - -
Total related party labilites ot

31 Des 200010 16,473 29899 9,397 69977 2W.863 41086 18804 41000 #RSRe BEEDZ G043
Sunmntess and commitments 1,502 1,475 - - 3 273 1,458 1,498 = = e b ]

The above cutstanding balances aroze in the ordinary course of business and on substantially the same terms, including interast ratas
and security, a2 for comparable tranzactions with third-party countarparnies.

Post-amployment benefit plans

Tha HSEC Bank (UK} Pension Schame (the “Schemea') entered info swap transactions with the bank to manage the inflation and interest
rate sencitivity of the Eabilities. At 31 December 2018, the gross notional value of the swaps was £8,250m (2017; £8,345m), the swaps
had a negative fair value of E810m to the bank (2017: negatrve fair value of £745m) and the bank had dalivered collateral of £801m (2017:
£745m) to tha Schamea in recpect of these swaps. All swaps were axecuted at prevailing markat rates and within standard market bid/
offer spreads.
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MNotes on the Financial Statements

34 Effects of reclassifications upon adoption of IFRS 9

Reconciliation of consolidated balance sheet at 21 December 2017 and 1 January 2018

IFRS 8 reclaccification 1o
IFRS 9
Falr valus i
IAS 30 Dtids thratigh Carrying Jrip— IFRS O
corrying  changes  Fair valus ather SmOUnE oo ging
anoant ot in  through comprehs J— amount ot
31 Dec dessificat  profit and neive  Amortise reclassific eradit 1 Jan
o7 oy loms Income ol coot ation Iosces 208
1AS 30 IFRS 9
Foctaoter category category £m £m Em £m £m £m £m £m
Assats
Cenah ang Dalendss ot Amortised Amortised
cantral banks coat coat 97,601 - - - - 97,601 {1} 57,600
ttarna i the courss of
sollaaton from other Amortized Amortiaed
Banke cost cost 2023 = - - = 2,023 - 2,023
Trad=g spadts LI FVPL FYPL 145,725 (156} - = (26,447 119,122 = 113,122
Firancml nasats
damgrated and
atharwnsg
s aton
Frgnarad ot e
valus theough pralit
ar loFs 23 FVPL FVPL 9266 156 5,567 = = 14,383 & 14,995
Daravatovas AVPL FVPL 143,335 - - - = 143,335 = 143,338
Lomns and powencas Amortized Amortiasd
th barks LI east cost 14,148 31} {193) = - 13.22% {8 13219
Loans end advences Amort iaed Amortised
1o customiasa Lad cost cost 200402 (3277 2.514) - = 274611 (G52} 273959
Enwrm repuntiabs
agraemants - non Amortiaed Amortized
trading coat oot 45,808 - - - - 45, 808 - 45,808
Mlllah-hr-
sale - debt
- instruments) Fwacl 57,338 te {2.287) = (B 55045 = 045
Firancesl nveatmania l?mml
g -
8 i Wj PV 662 s 573 - = 83 = 83
Amortised Amortized
5 eost coat - - - - L] L] = ]
Prapayrnanis,
Bochsd S o Amortised Amortised
ather nasats i cost coat 16,028 4,008 - - 26,447 45,381 (1) 46,480
Curant = nssats ['T7-% A 140 - - - - 140 - i
intarasta n
BREOCIEE B o
L A A 327 = = = = ey = 327
Goodwall snd
_-_:l}_u_:‘g_i:-!a m-:-ul. A MA 5938 - - - - 5,936 - 5,936
Defurtad i asests N/ NA____ 130 = = = = 1o 34 164
Total aszets B18.868 — — - — B18,B68 (B20) B18.248

For oo tractag, s paga TE]
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Reconcillation of conzolidated balance sheet at 31 December 2017 and 1 January 2018 [continued)
IFRS 8 reclassification 1o

_‘?,':x ,_.:,: Fairvadoe IFRS G re-  IFRS
amaunt at Other through  thrcugh ather Carrying MeNUTEmeRt  carrying
I1Dec changesin  profit comprehensive Amorised  EMWAMIPOS meoecied  ot1den
2017 clessHication mnd loss Incoma cost recisssification  credit losses 0e
IFRS @
kA eRtBgory £m Erm £ Em Em £ £ Em
Linbilitias
Amortized
Daposis oy banka k] coat 29,349 {178y — - - 29171 - 28171
Amortized
CLEOmar BSCOUNTE r cost 381,596 {32400 = = = 378,306 — 378,306
Rapuchoga
BgMEEmants = non Amartized
tmding coat Er A — = = = 37TE - e
laema in el solires of
e s b dth Amartized
panEs cost 1,089 - - - - 1,089 - 1,088
Tradsig labiltws LA FPL 108,496 {48,713y - - - 57.783 - 57,783
Firsricm| labilitsig
designatad ot fmir
walug 78 FVPL 18,249 17,958 - - 274 35,933 - 38933
Darmentoas FVPL 140,070 - - - - 140,070 = 140,070
Cabt securition m Amortised
11T coat 13,286 —_ - - — 13288 - 13,288
Acciuale, dafarrad
nzama snd athar Amartized
P T T caoat 6515 3173 - - - 40,788 - 40,788
Curmant tax labilise A, ) - - - - as - B8a
Lisb itom wredhar
INGUNNGE CONTTRCES A 21,033 - - - - 21,033 - 21,033
Provusses 4 MA 1,796 - - - - 1.796 104 1,500
Daftrad tax | mbabhan PA 933 — - - - 233 {140) 783
Amartised
Subardnetad Imbiktias r cost 16,404 - - - 274 16,768 52} 16718
Tatal liabilitiss 774,819 = = = = 774,819 B8 774,731
For focinates, nea pags 16T
Reconciliation of consolidated balance sheet at 21 December 2017 and 1| January 2018 (continued)
IFRS 9
1AS 30 earrying FEITHEAL U STt
mimssunt @t 31 Dec IFRS 8 Carrying smount  including expected  Carrying amount st
2017 rociaszification  post reclascification credit losses 1 Jansiary 2078
Fpatacted £ Eiri £ £ £
Equity
Callad up sham caprinl 787 - 787 -_— 7a7
Crthar aquity swtrumants 3,781 - 3,781 - 3,781
Cithar rasarvaes K 2,744 192} 2,552 57} 2,455
Ratmrad aornngs # 36,140 192 36,332 {475) 35,857
Tatal Sharshaldars' aqiity 43,462 - 43,462 {532} 42,930
Mon-cantrallng wisnets 587 - 87 e 587
Total aquity 44.049 — 44,049 532} 43517

For foinates, 560 pags 167,
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Notes on the Financial Statements
Resonciliation of impairmant allowances undar [A5 39 and previcions under 1AS 37 10 expacted cradit loszes under IFRS 9
Recinasification o Remeasurement
Fair vakue
Falrvalus  through ethes
through profit  comprehensive  Amortised ;21 B
or loss Incame cost Stge 3 ge 2 Tetnl
IAS 35 measurem et
) category Em Em Em £m Em £m
Fanancial assets ot amortised
coat
A3 39 mnpeimant sllowenses ol
31 Dao 2047 2,243
o o bl | bk Amortized cost
Cash and balencis ot cartial Benks i and recalvatdss) &l = o X 1 1
Itama in tha counse of collsction Amortised cast
from other banks {Loans mnd receivables) - - - - - =
- 3 Amortized cogt
Losns snd advencas to banks n el Pl II“. o i o i ._ ‘
Losms srd advences 1o customans Benoyiend voel
Rowarss mepurchess ag reamania - Amortized cont
non-teding [Loans and recelvabdea) - - - - - -
Prapaiyrigatd, socnied Fuomea and Amortized cost
othar sesats {Loans and receivables) = = o= - 1 1
Expected cradit losa allowances
at 1 Jan 2018 2,503
Lo commitments snd
financial gusrantes contracts
LAS 37 pronnasre ot Dee 2017 )
Provisions |koan commitmants and
finsnzal gusentags] A A A A 30 74 104
Expacted cradit loss provisions
ot 1 Jan 2018 158
The pre-tax net asset impact of additional im pairment allowances on adoption of IFRS 9 s £784m; £660m in respect of financial assets at
ameortized cost and £104m related 1o loan commitments and financial guarantes contracts. The total expected credit loss allowance at
1 January 2018 ic £2,903m in respact of financial aszats at amorticed cost and £159m related 1o loan commiments and financial
guarantas contracts.
Effectz of reclassification upon adaption of IFRS &
Assuming no reclassificaton
Fair value gains
recognised in Imterest
Carrying Falbr value gains other revEn
mmourt ot 31 Fair value st 31 recognised in - comprehensive [expenne)
Dec 2018 Dec 2018 profit or loss Incoame rocognized
Feotrtem Em £m om Em £m
Raclassifiad from available-for-sale to amortised cost
Othar finencal aesets hald 8T smortsed cost 5 5 A, - I
Raclassified from fair valus through profit and loas to
amortisad cost or fair value though other
comprahansive income
Bubordnatad labilities ) 235 273 27 5 {23

For Fooinotes, tes ropa THT
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Footnotes to Effects of reclassifications upon adoption of IFRS 9

7 Cash oiltaderal, mangan and sedtiamend somuats of £26, &47m kave besn reclassited from Tradng awsets” io Frepsyments, scomied scome and obher aseis” a2 resulf of e
s of Sty rodel m Rectr IEacs Wil IFRE 5, Cash coaival, raangm 570 Saievndn [ Beanals Praving Sy pracanted i Loans and svancss o banks " of £575m snd
Loans and FIECAE D GO SIDmArs” af ESdnn S Desn ooErasaniad 0 Frapaymeniy Sooredl nonimed g offer SEeel T D esune Gonesien Dresan@ncn of af mach balanced
Cash codlateral mangen and’ satlisman! Seonuvis pravearsly prasacted as Tradhog Sa b of £33 P55m Daposts By baaks"of $570m, and Cusiomar scoounds ' of £545m hew
Do) SpCaRn D Y AR, A C0ne O Qe bl TR Cliange m D foor Fervacied WRbFRGS o GOl 30 R DN (Rl BT INPERG 0T, [Aan G

An prasantyion o the francad assehs &o solhton, mragroup ook ecadrabies fave bean rectassdied o Toans and'aotancas o tenks” and’ ‘Lomes and' adlanoos o
clppeniey” 1 TRAeyIRans, Sotrd MmO 500 oD Sunit” andf Antrageouh R0 panaides Pl Bee racla sl freda Dty fror Bk Badl Cirsitnn Soonunie” i
Accrualk, Jearrad oot and Dbt a i

) Dk Rond contrduteons of 156 Rk Dy ne sl from Trading S30a%"m Rnancal assems Jeeg 3 angf o Ry IR R Gl BT M VRAIE UVEGRA peniiT of
doss, a5 conbrary io Hha sssaly manbonsd in focinotn 1 aboves, they did pof mos! e ‘obey peyrnants of princpal and inderest ,I‘S.Pﬂ?rmrmr for arnoriEed oot chsicaton
e RS §

2 inans and advancas B onsfoenars” of £2 5 14m and Loans and alancsd o banks ' of £ gkl nof rmssd Hha SPFT ragearernan ! o ameriead’ oosf osoticabon unalr IFRE S Ag a
Fuirlt. B ARG RIS e el I TFandacril Sl Gy ra Naed S Slbararig naadilorly il drved! 57 M valbed Drdogh froill oo lode’ THs resnTed ab & L8 opward
FaTARRIaTanT oF the francal Resars now ropsased @ i vakia

4 WEE S axpec e craokt e fave dedraamed nal assals by EXG o, prancpaly aovnpomsing of @ £85Em reduc o ar e carrpmg vk of assaly clrsated’ ar ‘Loans and advaoces o
SIS RO & o T waranin W FIOuEons DR 0 D ad SrSdT IDRsas oy DA CONTTIRARN TS 20T Gnanes! UNanss COnyacs

& Dwblansirnanty wmmmwmasammmmmmnwmmmsmmmmmmm AR 3 et [Rase faanoal arels
g Cipssded A Fananosal peseds el and obhatares raandamedy assred 5 T vale Baoesgh prodd or Eoe " ppon adopbon of IFRS 5 Dedd ansdrumants of £,
PP T gt B B T B SR AR JAS TH. MR e PRl I B ARar D SOET B B AlEn T o B el 0 OnSCT D ads 0ot SRl Aol RS B

& EEFm of seadabie-f-rala non-racisd aqudy instrurmants Aovs bosn rech ssifed o Firanca smals depaaisd and obharsies mandony maacured af e valse theoogl praf or
i’ o SCCOIRAGE Wl AR B T prou A alsched’ i SRR Da FVEO) poea cidss (RS 5 e T g D05

7 Ansagungd by (RS & 0hi R ke b o b Babdts of £2740) ARG bSan (eviil Sncs an SCCounTing R o lnger s, TR sesufe oy Ses
i Bt v ey e 9T Amoiad Cott dicreaeing Sy o lad FateRns by 5T,
G Db b oo gk acf kel Beas D b the peassntsaea of £17 556 of finarncd ApbaFius wivish contirn bedd gppodl S0 ahivine s i So Wl Aave Arclsd It &

SARAGN AN BEESOMDING Polcy 4nd raian s Fovn Tredng Fabaies” werld e SROro0oa . B8 T iwonld Balte” A8 w05 fradanmbon. of el fnancal mermsns by
Faars and thareie s £ Tvala monm rakvral micemason sbogt the eiffect of thase francd dabatns 00 oo BANcRl Posda and EaruiTance, A5 3 rasult, rather faw Deng ol s
5 el foy raghng. Dhase Sebaie ane cREERO I Faancal R Jeapnaed 5 e vaka” o T arsey J018

G Pl FEE 3 avpec e craolt eoes have oo aifec! o0 B S yeng Yol of FYOCT dat goetrornedts, ol romsin rsasoid 30 B vk, 1 sotpdon of RS 3 rasuited & §
rrmnEer of £50 Dakdaan e FLOC meedrva WMJJ'AFSMW Wﬂfﬂnﬂt 0 PaRCT Do DRSS OACH DA [l COVRLHER DV S Ga TV FOCOVLAAD A Erolil oo g
a9 acamvdance witl IS 5 andl B a t osas o Wy racogasad in peodi of does cndr B4 35 Tho resufing comoisite apecied cradf ihams racngnsed o
Wraragam sarargs” mwammmu.r.ﬂmm softgpoen of JFRS & e E1EEwL fa Soldftory, dhe ot fiodi i AFS rasanve rali g i WMD&MM
Fanancdal azmets gegraiag’ and cEARnAES manda iovdy massered af far vake Nyoogh pratt o bes " ey socoraance wetlh RS 5 has been e o ok

10 Tha alfecinig wlaresl rile 0 Srbor ol bl B bl raclinaGad af ¥ oy 2018 was F.80%

35 Discontinued operations

To meet HSEC Holdings plc's UK ring-fencing obligations in accordance with the UK Banking Reform Act, on 1 July 2018, HSEC Bank
ple’s LUK Retail Banking and Wealth Managament (RBWHM), Commarcial Banking (CMB) and Global Private Banking (GPB), waera lagally
saparatad into a nng-fenced bank, HSEC UK Bank ple. Thiz legal separation resulied in the damerger of the ring-fenced businezses in
accordance with the application made to the High Court. The transfer of the varous assets and liabilities making vp the nng-fenced bank
fallewead a vaniaty of lagal mechanizme (tha mest significant machanicm baing a trancfar undar Part Vil of the Financial Sarvicet and
Markets Act 2000).

Tha establishment of HSBC UK Bank plc was accounted for as & group rastructuring. The garies of tranzactions that comprizsad UK ring
fancing were not designed to deliver sconomic benefits from changes in business activitins, but represant & re-arrangamant of the
arganisation of business activities across lagal entities under the commeon control of HS8C Holdings ple in s capacity as the ultimate
shareholder in order to be compliant with the relevant regulations,

HESEC's accounting palicy required that assets and habilities were recognised at their exsting carrying amounts, The transfers to HSEC
UK Bank plc wera therefore at the 1 July 2018 carrying value of HS8C Bank plc. Equity reasenves were not racycled through profit or loss,
and were transferred to, and accounted for on the same basiz by HSBC UK Bank ple, HSEC Bank ple reporns the transfarred business as
discontinued cparations. Thera was no gain or lozs on disposal.

The 2018 rezuliz represent tha six months to 30 June 2018, and the 2017 rezuliz are for the year ended 21 Decambar 2017,

Dizcontinued operations income statemant

08 a7
£m £m
Nat operating income ' 3,037 6767
;I'E_Iﬂ operating sxpenses = {1, 854) [, E:ﬁl
Operating profit 1,143 1132
Prafit bafors tax 1,143 1.8
Thx soqpands (323 R0
Prafit for the year &0 B
Pual it Teorm dasantinugd oparabons aftnibutnbls to shaanhdolcers of e gananl compoany = ]
Prod 8 ficss) for tha yenr attnbutebls to non-cortroling mterests - =

T lnckeoies operating snonme b REAM CME and’ R soitried’ fo oty CWE gparatig secoma far ausicwmers nof raosfarned 5 MEBC LK Exk plc.

2 lncheies g podi of Qb Fonapn EXchangd (AFX) Sod S af BEM oSG Mt w00 e simg spanses e F017 and o st oy monehe of 2008, add S sstabiefvnear of
saparain BEM and GFX Arocions #ar HEBC UK Bank gic

3 ok J00 of GoitE b asrabdnl the LK rag-fanced bavk of £25 T n 2017 s0d 30 pperiommant of tha Soues 1o schisme mol Sstgsd i 8 grecil; gibal butingss. Crost of
bl SEEGYD G b MRS UK Erank s e o e BOER SHAT Rty vt ancirid 10 B MEEG LI Bank pi et snd cornirsesial business i O UK i oroke 1o moel
PRGUIATGYY A BTOATE T S Ring
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MNotes on the Financial Statements

Statement of other comprahansive income from discontinuad oparations

2018 2017

£m Em

otk b fod - la wrvastmants A -
Dabat wrstrurnants ot Tasr valus throug® othel cormprabaning noorms ] WA
Famagn axchanze tasarv 3 -
ngh fiow hadges® 30 [75]
Ramasguramant of dafned Danafit sssatfinbilny” 178 1.1
Other comprahenaive lass, net of tax 150 1.6

TN avedabde- A -saln PG RS FEROTE I ORCONMIDGT GERFINE 38 00 Fvadnbie-for-2ake rasenve Wes Fansfered o MEEC UK Eank phz on T ol 3015

2 Thay 2017 pocimn of cash Mo heabmg rosanm wiis S rad baced’ on currancy and ma iy Eecavce M ognarale S Bnchos wwave mod s babiebed an bl Mhe second guarfor
ef 2004,

3 e romesamiramant of defired baoal! assstIabdly was rocopnee? sniraly i fsoopbnu sl opaa s

Cash flows from discontinuad eparationz

2me Foaih s
Cosh fiows from desontnued cpamtions’ £m £m
Meat cash Tiom oDa st botn e 7.258 .70
Mat cash Trom et acinntas {1,2946) |2 ]
Nat caah Trom fnsacing actaes (6] |2.5085]
Mt cash flows for the year B018 5557

T Niabcash Hbws s anooos deal by summarseg e mosenants Sy the ang-fancad fank fatincs sheats ibr Bacsenbar 2006 and Decanbar 2017 30 tha opaning Baianog shes!
ar Tty ZOT8 Tha 2076 snd 2017 Balsncs Bhaats s covrgeiad Dy Sapariing T qualifng coronan e of HEEC Bank s fom e oonsesdaled Brancs siaad vchaing,
HEET Eank pdo's UK SEWM, CME s GFE by angssg

B qruraddiang s ot s ol o tablye banks sod Spences Financay S pls, MEES Frocs Edek L) Lvnatsd and’ 3 mombar of assa! fmance anbtes, and

sh o F HEEC Baak P s facets fearvis 10 MEEC LUK Bank pks o & CRpaf coninbo i

Tl assearptens appdad in prapsrang Moase bafancea ohends anchrois

cifiar Mgl panty aoselt sod fabddes and prowsons Wi sopor ionad’ o Bie reng Jincad bank Based o Mo ondenyeng DusasssaT o wilich She Bafaooss et

R St Anc i DeRDns mateold mt D DEGOCE S0 ni el SolaY N0 SEomE e mant L o heolra e oop-ancad’ Bk Tt D rk

9 COTRNT S WG rolsded 7 e babnos shoats

il acl By iy AT innad SCotrifivg i B el Sias Baang franafarsdl

EA0 SEERE O Dl LA Vel latvaaed Banalit pian Aad B Facoiland aneal Wil Dha el -fancadl Band Faisnca shaal

dha balyncs shasds wara prapaed a5 Soogh the capetal syecion and banser of reserves hadfocanvred as 38 Bie raspeacine reporing ol

RSO Py Sl 30 Feceri tvs Craated On saa BTy Wwes Aot Ak 7 D Baiiece Shaars 31 el L Dhede wakns alran it on consiaioon ang

o HpEeaxaneing SN oF cash and franclal Avasinant s apperToned Brad o T achial spdtal | okle 0TS

FoSsaooy NES

36 Events after the balance sheet date

A second interim dividend for 2018 of £4086m to the sharehelder of the parent company was declared on 12 February 2019 by the
Diractors and will ba payabla on 26 Fabruary 2019, A cpacial dividand of £674rm was daclared aftar 31 Dacamber 2018 on the ardinary
share capital of HSBC Bank plc in respact of 2018 and will be payable on 26 Fabruary 2015,

On 1 February 2019, the activities of HSEC Bank ple's branches in Balgium, the Netharlands, Spain, ltaly, Iraland and Czech Republic
wara trancfarred to new branchesz of HSBC Franca in thoze countries.

In itz asseszmant of avents after the balance cheet date, HSEC conciderad, among others, the svents related 1o the procecs of the UK's
withdrawal from the European Unien that cceurred batwaean 31 Decembar 2018 and the date when the financial statermeanis wara
authorized for iczue, and concluded that no adjustments to tha financial statermants weara required.

37 HSEC Bank plc's subsidiaries, joint ventures and associates

In ascordance with section 409 of the Companias Act 2006 a st of HSBC Bank pke subsidiaries, joint ventures and associates, the
registared office addrasz and the affective parcentage of squity cwned at 31 Decambar 2018 iz disclozed balow.

Unbess etherwize stated, the share capatal comprsss ordinary or commeon shares which are held by HSBC Bank pk subsidianies. The
cwnership parcantage is provided for each undenaking. The undenakings below are conscldated by HSEC Bank plc unless otherwise
indicated,
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Independent auditors' report to the member of HSBC Bank plc

Report on the audit of the financial statements

Opinion
In our opinion, HSBC Bank plc’s group financial statements and parent company financial statements (the “financia statements”):

e give atrueand fair view of the state of the group’s and of the parent company’s affairs as at 31 December 2018 and of the
group’s profit and the group’ s and the parent company’ s cash flows for the year then ended;

e have been properly prepared in accordance with International Financial Reporting Standards (IFRSs) as adopted by the
European Union and, as regards the parent company’s financial statements, as applied in accordance with the provisions of
the Companies Act 2006; and

e have been prepared in accordance with the requirements of the Companies Act 2006 and, as regards the group financial
statements, Article 4 of the IAS Regulation.

We have audited the financial statements, included within the Annual Report and Accounts 2018, which comprise:

the consolidated and HSBC Bank plc balance sheets as at 31 December 2018;
the consolidated income statement and consolidated statement of comprehensive income for the year then ended;
the consolidated and HSBC Bank plc statements of cash flows for the year then ended;
the consolidated and HSBC Bank plc statements of changes in equity for the year then ended; and
e thenotesto thefinancia statements, which include a description of the significant accounting policies.
Our opinion is consistent with our reporting to the Audit Committee.

Basisfor opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and applicable law. Our
responsibilities under |SAs (UK) are further described in the Auditors responsibilities for the audit of the financial statements section
of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to provide abasis for our opinion.

Independence

We remained independent of the group in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, which includes the FRC' s Ethical Standard, as applicable to listed public interest entities, and we have fulfilled
our other ethical responsibilities in accordance with these requirements.

To the best of our knowledge and belief, we declare that non-audit services prohibited by the FRC's Ethical Standard were not
provided to the group or the parent company.

Other than those disclosed in Note 7 to the financial statements, we have provided no non-audit services to the group or the parent
company in the period from 1 January 2018 to 31 December 2018.

Our audit approach
Overview

e  Overall group materiality: £282 million (2017: £183 million), based on 0.75% of Total Regulatory Capital.

Overall parent company materiality: £235 million (2017: £183 million), based on the lower of the group materiality or
0.75% of the parent’s regulatory capital. 0.75% of the parent company’s regulatory capital was lower and therefore was the
benchmark used.

e HSBC Bank plc (the ‘Bank’) is amember of the HSBC Holdings plc Group, the ultimate parent company of whichis HSBC
Holdings plc. HSBC Bank plc operatesin 18 countries.

e  We performed audits of the complete financial information of two components, namely the UK business of the Bank
(referred to as UK Operations) and HSBC France.

e  For five further reporting units, specific audit procedures were performed over selected significant account balances.

The following areas were identified as key audit matters. These are discussed in further detail in the Appendix:

e Application of IFRS 9 in the calculation of impairment of loans and advances;
e  Execution of structural reform required by the UK Financial Services (Banking Reform) Act 2013;
e |T access management; and
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e Vauation of financial instruments.

The scope of our audit

As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the financial statements.
In particular, we looked at where the directors made subjective judgements, for example in respect of significant accounting estimates
that involved making assumptions and considering future events that are inherently uncertain.

Capability of the audit in detecting irregularities, including fraud

We focused on laws and regulations that could give rise to amaterial misstatement in the financial statements, including, but not
limited to, the Companies Act 2006, the Financial Conduct Authority’s regulations, the Prudential Regulation Authority’s regulations,
UK Listing Rules, the UK tax legislation and equivalent local laws and regulations applicable to significant component teams. One
identified risk related to the execution of structural reform required by the UK Financial Services (Banking Reform) Act 2013; our
audit procedures are explained in the key audit matter in the Appendix. Further to this, our testsin relation to laws and regulations
included, but were not limited to, review of the financial statement disclosures to underlying supporting documentation, review of
correspondence with and reports to the regulators, review of correspondence with legal advisors, enquiries of management, enquiries
of legal counsel, review of significant component auditors work and review of internal audit reportsin so far as they related to the
financial statements. We also designed audit procedures at a group and significant component level to respond to the risk of fraud.
Thisincluded identifying specific fraud criteria as part of our journals testing which were relevant to HSBC Bank plc and its business,
for example unusual account combinations.

There are inherent limitations in the audit procedures described above and the further removed non-compliance with laws and
regulations is from the events and transactions reflected in the financial statements, the lesslikely we would become aware of it. Also,
therisk of not detecting a material misstatement due to fraud is higher than the risk of not detecting one resulting from error, as fraud
may involve deliberate concealment by, for example, forgery or intentional misrepresentations, or through collusion.

Key audit matters

Key audit matters are those matters that, in the auditors professional judgement, were of most significance in the audit of the financial
statements of the current period and include the most significant assessed risks of material misstatement (whether or not due to fraud)
identified by the auditors, including those which had the greatest effect on: the overall audit strategy; the allocation of resources in the
audit; and directing the efforts of the engagement team. These matters, and any comments we make on the results of our procedures
thereon, were addressed in the context of our audit of the financia statements as awhole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters. Thisis not acomplete list of al risksidentified by our audit. The key audit matters
are discussed further in the Appendix.

How we tailored the audit scope

We tailored the scope of our audit to ensure that we performed enough work to be able to give an opinion on the financial statements
as awhole, taking into account the structure of the group and the parent company, the accounting processes and controls, and the
industry in which they operate.

HSBC Bank plcis structured into four divisions being Retail Banking and Wealth Management, Commercial Banking, Global
Banking & Markets and Global Private Banking. The divisions operate across a number of operations, subsidiary entities and branches
throughout Europe. Within the group’s main consolidation and financial reporting system, the consolidated financial statements are an
aggregation of the operations, subsidiary entities and branches (‘ reporting units'). Each reporting unit submits their financial
information to the group in the form of a consolidation pack.

The ring-fencing requirements of the UK Financia Services (Banking Reform) Act 2013 and associated secondary legislation and
regulatory rules, required UK deposit-taking banks with more than £25bn of ‘ core deposits (broadly from individuals and small to
medium-sized businesses) to separate their UK retail banking activities from their other wholesale and investment banking activities
by 1 January 2019. Asaresult, on 1 July 2018, the UK Retail Banking and Wealth Management and the majority of the Commercial
Banking divisions were transferred from HSBC Bank plc into a separately regulated legal entity, HSBC UK Bank plc (the ‘ring-
fenced bank’). This transaction had a significant impact on the audit of HSBC Bank plc and was considered as part of the scoping and
execution of our testing.

In establishing the overall approach to the group and parent company audit, we scoped using the balances included in the
consolidation pack. We determined the type of work that needed to be performed over the reporting units by us, as the group
engagement team, or auditors within PwC UK and from other PwC network firms operating under our instruction (‘ component
auditors).

As aresult of our scoping, for the parent company we determined that an audit of the complete financial information of the UK
Operations of the Bank was necessary, owing to its financial significance. For group purposes, we additionally performed an audit of
the complete financia information of HSBC France. We instructed component auditors, PwC UK and PwC France, to perform the
audits of these components. Our interactions with component auditors included regular communication throughout the audit, including
visits to France, the issuance of instructions, areview of working papers relating to the key audit matters and formal clearance
meetings. The group audit engagement partner was also the partner on the audit of the UK Operations significant component.
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We then considered the significance of other reporting unitsin relation to primary statement account balances. In doing this we also

considered the presence of any significant audit risks and other qualitative factors (including history of misstatements through fraud or
error). For five reporting units, specific audit procedures were performed over selected significant account balances. For the
remainder, the risk of material misstatement was mitigated through group audit procedures including testing of entity level controls
and group and parent company level analytical review procedures.

Certain group-level account balances (including goodwill) were audited by the group engagement team.
Materidlity

The scope of our audit was influenced by our application of materiality. We set certain quantitative thresholds for materiality. These,
together with qualitative considerations, helped us to determine the scope of our audit and the nature, timing and extent of our audit
procedures on the individua financial statement line items and disclosures and in evaluating the effect of misstatements, both
individually and in aggregate on the financial statements asawhole.

Based on our professional judgement, we determined materiality for the financial statements as awhole as follows:

Group financial statements Parent company financial statements

Overall maeridity £282 million (2017: £183 million). £235 million (2017: £183 million).

How we determined it 0.75% of Total Regulatory Capital. 0.75% of Total Regulatory Capital.

Rationale for benchmark Regulatory capital is used as abenchmark asitis Materiality is determined as the lower of the group

goplied considered to be akey driver of HSBC'sdecision materiality or 0.75% of the parent company’s
making process and is a primary focus for regulatory capital. 0.75% of the parent company’s
regulators. regulatory capital was lower.

In the prior year an adjusted profit before tax benchmark was used to determine materiality. However, due to the change in the nature
of the group’s business activities following the separation of the ring-fenced bank, the basis for determining materiality was re-
evaluated and aregulatory capital based benchmark for materiality was chosen instead.

For each component in the scope of our group audit, we allocated a materiality that isless than our overall group materiality. The
range of materiality allocated across components was £10m to £168m. Certain components were audited to alocal statutory audit
materiality that was also less than our overall group materiaity.

We agreed with the Audit Committee that we would report to them misstatements identified during our audit above £10 million
(group audit and parent company audit) (2017: £9 million) as well as misstatements below those amounts that, in our view, warranted
reporting for qualitative reasons.

Conclusions relating to going concern
ISAs (UK) require us to report to you when:

e thedirectors use of the going concern basis of accounting in the preparation of the financial statementsis not
appropriate; or

e thedirectors have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the group’s and parent company’s ability to continue to adopt the going concern basis of
accounting for aperiod of at |least twelve months from the date when the financial statements are authorised for issue.

We have nothing to report in respect of the above matters.

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the group’s and parent
company’s ability to continue as a going concern.

Reporting on other information

The other information comprises all of the information in the Annual Report and Accounts 2018 other than the financial statements
and our auditors report thereon. The directors are responsible for the other information. Our opinion on the financial statements does
not cover the other information and, accordingly, we do not express an audit opinion or, except to the extent otherwise explicitly
stated in this report, any form of assurance thereon.

In connection with our audit of the financia statements, our responsibility isto read the other information and, in doing so, consider
whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material misstatement, we are
required to perform procedures to conclude whether there is amaterial misstatement of the financial statements or a material
misstatement of the other information. If, based on the work we have performed, we conclude that there is a material misstatement of
this other information, we are required to report that fact. We have nothing to report based on these responsihilities.
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With respect to the Strategic Report and Report of the Directors, we also considered whether the disclosures required by the UK

Companies Act 2006 have been included.

Based on the responsibilities described above and our work undertaken in the course of the audit, 1ISAs (UK) require us also to report
certain opinions and matters as described below.

Strategic Report and Report of the Directors

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic Report and Report of
the Directors for the year ended 31 December 2018 is consistent with the financia statements and has been prepared in accordance
with applicable legal requirements.

In light of the knowledge and understanding of the group and parent company and their environment obtained in the course of the
audit, we did not identify any material misstatements in the Strategic Report and Report of the Directors.

Responsibilities for the financial statements and the audit
Responsibilities of the directors for the financial statements

As explained more fully in the Statement of Directors' Responsibilities set out on page 78, the directors are responsible for the
preparation of the financial statements in accordance with the applicable framework and for being satisfied that they give atrue and
fair view. The directors are also responsible for such internal control asthey determine is necessary to enable the preparation of
financia statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the group’s and the parent company’s ability to
continue as a going concern, disclosing as applicable, matters related to going concern and using the going concern basis of accounting
unless the directors either intend to liquidate the group or the parent company or to cease operations, or have no redlistic aternative
but to do so.

Auditors responsibilities for the audit of the financial staterments

Our objectives are to obtain reasonable assurance about whether the financial statements as awhole are free from material
misstatement, whether due to fraud or error, and to issue an auditors report that includes our opinion. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.

A further description of our responsibilities for the audit of the financial statementsislocated on the FRC's website at:
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors report.

Use of this report

This report, including the opinions, has been prepared for and only for the parent company’s member as a body in accordance with
Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept or assume
responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it may come save where
expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:
e we have not received all the information and explanations we require for our audit; or

e  adequate accounting records have not been kept by the parent company, or returns adequate for our audit have not
been received from branches not visited by us; or

e  certain disclosures of directors remuneration specified by law are not made; or
e the parent company financia statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Appointment

Following the recommendation of the HSBC Bank plc Audit Committee, we were appointed by the directors on 31 March 2015 to
audit the financial statements for the year ended 31 December 2015 and subsequent financial periods. The period of total uninterrupted
engagement is 4 years, covering the years ended 31 December 2015 to 31 December 2018.
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Simon Hunt (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

19 February 2019
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Appendix: Key audit matters discussed with the Audit Committee (‘AC’)

The key audit matters are discussed below together with an explanation of how the audit was tailored to address these specific areas.

All key audit matters are applicable to both the group and parent company.
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Application of IFRS 9 in the calculation of impairment of loans and advances

Nature of key audit matter

Matters discussed with the Audit Committee

As this is the first year of adoption of IFRS 9, there is limited
experience available to back-test the charge for expected credit
losses (‘ECL’) with actual results. There is also a significant
increase in the number of data inputs required for the impairment
calculation. The data is sourced from a number of systems that
have not been used previousy for the preparation of the
accounting records. This increases risk around completeness and
accuracy of certain data used to create assumptions and operate
the models.

The credit environment has remained benign for an extended
period of time, in part due to low interest rates and relative
strength of the European economy. However, there are a number
of headwinds to the regional economy as well as certain country
specific risks. As a result, whilst the current levels of
delinquencies and defaults remains low, the risk of impairment
remains significant.

At each Audit Committee and Risk Committee meeting there was
adiscussion on changes to risk factors and other inputs within the
models, geopolitical risks, such as Brexit, as well as discussions
onindividualy significant loan impairments.

The more judgemental interpretations of IFRS 9 made by
management continued to be discussed, in particular the
application of forward economic guidance, including the severity
and magnitude of modelled downside scenarios, and associated
considerations of post model adjustments.

As the control environment for the calculation of ECL under IFRS
9 continued to be strengthened following initial adoption, we
provided updates on the changes being made and the results of our
testing procedures.

Procedures performed to support our discussions and conclusions

Controls were tested over:

approval of model changes.

calculation engine.

Further substantive procedures included:

calculation should operate.

assess the valuation of collateral.

e Model performance monitoring, including periodic policy and independent model reviews, back testing of performance and

Review and challenge of multiple economic scenarios by an expert panel and internal governance committee.
Inputs of critical datainto source systems, and the flow and transformation of data between source systems to the impairment

User acceptance testing over the automated calculation of ECL to ensureit is performed in line with business requirements.
e Review and challenge forumsto assess the ECL output and approval of post model adjustments.
Approval of the key inputs, assumptions and discounted cash-flows that support the significant individual impairments.

Risk based testing of models, including independent rebuild of certain assumptions.

Testing the multiple economic scenarios and variables using our economic experts to assess their reasonableness.

Testing of the critical data used in the year end ECL cal culation.

Review of the SAS script codes for the impairment engine against business requirements and our expectations of how the

Testing discounted cash flows for a sample of individually assessed loansincluding, in specific instances, using experts to

Relevant referencesin the Annual Report and Accounts 2018

Credit Risk Disclosures, page 35.
AC Report, page 74.

Note 34: Effects of reclassifications upon adoption of IFRS9, page 158.
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Execution of structural reform required by the UK Financial Services (Banking Reform) Act 2013

Nature of key audit matter

Matters discussed with the Audit Committee

On 1 July 2018, the Retail Banking and Wealth Management,
Global Private Banking, the majority of the Commercial Banking
and specific elements of Global Banking and Markets divisions of
HSBC Bank plc were transferred to HSBC UK Bank plc. The
transfer was accounted for as a group reorganisation and
predecessor accounting values applied to the balances transferred.

The separation of most financia statement line items was
straightforward, however, the alocation of certain intangible
assets, certain provisions and specific balances in other assets and
other liabilities involved a higher degree of management
judgement, specificaly:

the allocation of intangible assets based on an historic
apportionment of central costs;

the nature of underlying transactions relating to specific
balances in other assets and other ligbilities;

the allocation of goodwill between the banks; and
° whether the separation of certain provisions was
appropriate and reasonable.

While not requiring substantial management judgement, the
allocation of customer accounts was aso a key driver for
assignment of multiple balances to each bank and therefore also a
key area of audit focus.

The application of predecessor accounting and the method of
allocation of goodwill to the ring-fenced bank was reviewed and
discussed with the Audit Committee.

In addition, we discussed the approach taken by management to
identify and allocate customer accounts defined by regulation as
core deposits, Relevant Financial Institutions and complex
products. We aso discussed the results of quality assurance
procedures undertaken by management to test the appropriateness
of the allocation process.

We discussed with the Audit Committee the appropriateness of
alocations involving a higher degree of judgement. We aso
discussed the appropriateness of customer account allocations to
either HSBC Bank plc or HSBC UK Bank plc.

We discussed the results of our controls and substantive testing,
which found no material errors.

Procedures performed to support our discussions and conclusions

Controls were tested over:

e  The quality assurance measures performed by management over customer alocations. Evidence corroborating the
conclusions drawn by management was also obtained and reviewed.
e Internal governance over the separation of HSBC UK Bank plc from HSBC Bank plc.

Further substantive procedures included:

e We assessed the appropriateness of the accounting treatment applied by management.
e We tested the customers allocated to each entity and assessed the nature of the customers and the appropriateness of the sort-

code applied.

e  We recalculated the allocation of goodwill between the entities.

We obtained an understanding of management's approach to judgemental alocations in relation to vacant space provisions.
We agreed the properties to the entity fixed asset register together with the associated vacant space provision. The allocation
of property to the entity fixed asset register was tested.

For other assets and other lighilities not aligned to a specific customer, samples were selected and evidence obtained to
validate the nature of the underlying transactions and corroborate the allocation.

In relation to intangible assets aligned to more than one business line, the alocation percentage, based on predefined rates
upon which al central costs are allocated, was recal cul ated.

Relevant referencesin the Annual Report and Accounts 2018

AC Report, page 74.
Economic background and outlook - Structura reform, page 18.
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IT Access Management

Nature of key audit matter

Matters discussed with the Audit Committee

The audit approach relies extensively on automated controls and
therefore on the effectiveness of controls over IT systems.

In previous years, we identified and reported that controls over

Over the past 4 years, management implemented remediation
activities that have contributed to reducing the risk over access
management in the financial reporting process. The status of the

. . . . . remediation was discussed at several Audit Committee meetings.
access to applications, operating systems and data in the financial

reporting process required improvements. Access management
controls are critical to ensure that changes to applications and
underlying data are made in an appropriate manner. Appropriate
access controls contribute to mitigating the risk of potential fraud
or errors as aresult of changes to application and data.

However, issues related to privileged access and business

user access remained unresolved on parts of the technology
infrastructure, requiring our audit approach to respond to the risks
presented.

Procedures performed to support our discussions and conclusions

Access rights were tested over applications, operating systems and databases relied upon for financial reporting. Specifically the audit
tested that:

New access requests for joiners were properly reviewed and authorised.

User access rights were removed on atimely basis when an individual left or moved role.

Accessrights to applications, operating systems and databases were periodically monitored for appropriateness.

Highly privileged access was restricted to appropriate personnel.

Other areas that were independently assessed included password policies, security configurations, controls over changes to applications
and databases and that business users, developers and production support did not have access to change applications, the operating
system or databases in the production environment.

As a consequence of the deficiencies identified, arange of other procedures were performed:
e  Where inappropriate access was identified, we understood the nature of the access, and, where possible, obtained additional

evidence on the appropriateness of the activities performed.

Additional substantive testing was performed on specific year-end reconciliations (i.e. custodian, bank account and suspense
account reconciliations) and confirmations with external counterparties.

Testing was performed on other compensating controls such as review controls undertaken by management.

Testing was performed over toxic combination controls.

A list of users access permissions was obtained and manually compared to other access lists where segregation of duties was
deemed to be of higher risk, for example users having access to both core banking and payments systems.

Relevant referencesin the Annual Report and Accounts 2018

AC Report, page 74.
Effectiveness of internal controls, page 75.
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Valuation of financia instruments

Nature of key audit matter

Matters discussed with the Audit Committee

The financial instruments held by HSBC range from those that are
traded daily on active markets with quoted prices, to more
complex and bespoke positions. The valuation of these complex
financial instruments can require the use of prices or inputs which
are not readily observable in the market.

Financial instruments classified as Level 3 (L3), per the IFRS 13
fair value hierarchy, are valued using some unobservable inputs.
There is a risk that certain L3 portfolios are not vaued
appropriately due to the complexity of the trades and/or
unobservability of someinputs.

Valuation of the following L3 portfolios was therefore classified
as a dignificant risk for the audit: asset-backed securities and
certain long-dated interest rate derivatives.

We discussed with the Audit Committee our risk assessment
with respect to valuation and the results of our controls testing.

This included a number of observations on how controls may be
improved including controls over valuation models.

We also discussed the results of our substantive testing which
included independent revaluation of a range of financia
instruments, including a sample of Level 3 positions.

Procedures performed to support our discussions and conclusions

Bank plc Vauation Committee.

. We evauated the design and tested the operating effectiveness of the key controls supporting the identification,
measurement and oversight of the valuation of financial instruments, including the independent price verification process and
governance and reporting controls. This included review of the year end independent price verification results by the HSBC

e  Maethodology and underlying assumptions of key valuation adjustments, including the Credit Valuation Adjustment, Debt
Valuation Adjustment and Funding Fair Value Adjustment, were assessed, and compared with our knowledge of current
industry practice. Controls over the calculation of these adjustments were a so tested.

e  We utilised our valuation specialists to perform independent valuations to determine if management’s valuations fell within
a reasonable range. The revaluation covered a range of product classes and was performed across Level 1, 2 and 3 of the
group’s IFRS 13 fair value hierarchy. This testing specifically included a sample of Level 3 positions as at the balance sheet
date. Where revaluation was not possible, alternative testing procedures were performed.

e Asaresponseto the control findings noted, we increased the sample of independent revaluations performed.

Relevant referencesin the Annual Report and Accounts 2018

AC Report, page 74.

Note 11: Fair values of financial instruments carried at fair value, page 120.
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