BASE PROSPECTUS SUPPLEMENT

HSBC Bank plc

(A company incorporated with limited liability in England with registered number 14259)

as Issuer

This base prospectus supplement (the "Base Prospectus Supplement") is supplemental to and must be read in
conjunction with (i) the base prospectus dated 28 April 2014 relating to the Debt Issuance Programme and the
supplements thereto dated 19 August 2014, 10 November 2014 and 20 November 2014 (the "DIP Base
Prospectus"); (ii) the base prospectus dated 30 May 2014 relating to the Warrant and Certificate Programme
and the supplements thereto dated 19 August 2014, 10 November 2014 and 20 November 2014 (the "WCP
Base Prospectus"); (iii) the base prospectus dated 24 June 2014 relating to the issuance of Preference Share-
Linked Notes under the Programme for the Issuance of Notes and Warrants and the supplements thereto dated
19 August 2014, 10 November 2014 and 20 November 2014 (the "Preference Share-Linked Base
Prospectus"); (iv) the base prospectus dated 24 June 2014 relating to the issuance of Market Access Notes and
Warrants under the Programme for the Issuance of Notes and Warrants and the supplements thereto dated 19
August 2014, 10 November 2014 and 20 November 2014 (the "Market Access Base Prospectus”); (v) the base
prospectus dated 24 June 2014 relating to the issuance of Index-Linked Notes and Warrants under the
Programme for the Issuance of Notes and Warrants and the supplements thereto dated 19 August 2014, 10
November 2014 and 20 November 2014 (the "Index-Linked Base Prospectus"); (vi) the base prospectus dated
20 November 2014 relating to the issuance of China Connect Warrants and Certificates under the Warrant and
Certificate Programme (the "China Connect WCP Base Prospectus"); and (vii) the base prospectus dated 20
November 2014 relating to the issuance of China Connect Market Access Notes and Warrants under the
Programme for the Issuance of Notes and Warrants (the "China Connect NWP Base Prospectus”) (the DIP
Base Prospectus, the WCP Base Prospectus, the Preference Share-Linked Base Prospectus, the Market Access
Base Prospectus, the Index-Linked Base Prospectus, the China Connect WCP Base Prospectus and the China
Connect NWP Base Prospectus together being hereafter referred to as the "Base Prospectuses"”) each prepared
by HSBC Bank plc (the "Issuer™) in connection with the applications made for Notes, Warrants or Certificates
(as applicable) to be admitted to listing on the Official List of the Financial Conduct Authority (in its capacity as
competent authority for the purposes of Part VI of the Financial Services and Markets Act 2000 (the "FSMA"))
and to trading on the regulated market of the London Stock Exchange plc.

This Base Prospectus Supplement constitutes a supplement for the purposes of Directive 2003/71/EC, as
amended (the "Prospectus Directive™) and a supplementary prospectus for the purposes of section 87G of the
FSMA. Terms defined in any of the Base Prospectuses shall have the same meaning when used in this Base
Prospectus Supplement.

To the extent that there is any inconsistency between any statement in this Base Prospectus Supplement and any
other statement in, or incorporated by reference in, any of the Base Prospectuses, the statements in this Base
Prospectus Supplement will prevail.

The purpose of this Base Prospectus Supplement is to:

o disclose that on 23 February 2015, the Issuer published its annual report and accounts for the year
ended 31 December 2014 (the "Annual Report and Accounts") and the additional financial
information document (the "Additional Information"), copies of which are annexed hereto in
Annex 7. The Additional Information is additional financial information, which is intended to be
read in conjunction with the Annual Report and Accounts, but which is not required to be included
in the Annual Report and Accounts by either the UK Companies Act 2006 or by International
Financial Reporting Standards. It includes commentary on the results of the Issuer and its
subsidiaries in 2013 versus 2012 and certain statistics and other information, including adjusted
2013 and 2012 segmental information comparatives to reflect changes to the Issuer's management



structure. The Additional Information has been published by the Issuer together with the Annual
Report and Accounts. Any document incorporated by reference into the Annual Report and
Accounts or the Additional Information does not form part of this Base Prospectus Supplement.

e update the Summary contained in each of the WCP Base Prospectus, the Preference Share-Linked
Base Prospectus, the Market Access Base Prospectus, the Index-Linked Base Prospectus, the
China Connect WCP Base Prospectus and the China Connect NWP Base Prospectus (such revised
Summaries being set out in Annexes 1, 2, 3, 4, 5 and 6 hereto, respectively) with certain of the
information disclosed in the Annual Report and Accounts, namely:

= updated trend information relating to the economic outlook in the UK, the eurozone and
Turkey, as set out in Element B.4b (Known trends affecting the Issuer and the industries
in which it operates);

= updated financial information relating to the 12 months ended 31 December 2014, as set
out in Elements B.5 (The group and the Issuer's position within the group) and B.12
(Selected key financial information, no material adverse change and no significant
change statement); and

= updated key risks specific to the Issuer, as set out in Element D.2 (Key Risks Specific to
the Issuer), to reflect that the risk factor entitled "The Group's financial results could be
adversely affected by the global economic outlook™ is a risk that the Issuer believes to be
key to an assessment by an investor of whether to consider an investment in the securities,
and that the risk factor entitled "The Group has exposure to counterparties in the
eurozone which may be affected by a sovereign or currency crisis" is no longer such a
risk.

Save as disclosed in this Base Prospectus Supplement, no significant new factor, material mistake or inaccuracy
relating to information included in the Base Prospectuses has arisen since the publication of the Base
Prospectuses.

In circumstances where Article 16(2) of the Prospectus Directive (as implemented in the United Kingdom by
Section 87Q(4) of the FSMA) applies, investors who have agreed to purchase or subscribe for any Notes,
Warrants or Certificates (as the case may be) prior to the publication of this Base Prospectus Supplement may
have the right to withdraw their acceptance. Investors wishing to exercise any such right should do so by giving
notice in writing to the person from whom they agreed to purchase or subscribe for such Notes, Warrants or
Certificates no later than 23 March 2015, which is the final date for the exercise of such right to withdraw.

The Issuer accepts responsibility for the information contained in this Base Prospectus Supplement. To the best
of the knowledge and belief of the Issuer (which has taken all reasonable care to ensure that such is the case) the
information contained in this Base Prospectus Supplement is in accordance with the facts and does not omit
anything likely to affect the import of such information.

19 March 2015
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ANNEX 1
UPDATE TO WCP BASE PROSPECTUS SUMMARY



SUMMARY

This section provides an overview of information included in this Base Prospectus. It includes blank
placeholders for options provided for under the Programme which will only be known at the time of each
issuance of Warrants. A completed summary of each individual issue will be annexed to the relevant Final
Terms.

Summaries are made up of disclosure requirements known as "Elements". These elements are numbered in
Sections A-E (A.1-E.7).

This summary contains all the Elements required to be included in a summary for this type of securities and
issuer. Because some Elements are not required to be addressed, there may be gaps in the numbering sequence
of the Elements.

Even though an Element may be required to be inserted in the summary because of the type of securities and
issuer, it is possible that no relevant information can be given regarding the Element. In this case a short
description of the Element is included in the summary with the mention of "Not Applicable”.

Section A — Introduction and Warnings

Al Introduction and This summary must be read as an introduction to the prospectus and any
Warnings: decision to invest in the Warrants should be based on a consideration of the
prospectus as a whole by the investor, including any information incorporated
by reference and read together with the relevant final terms.

Where a claim relating to the information contained in the prospectus is
brought before a court in a Member State of the European Economic Area, the
claimant may, under the national legislation of the Member States, be required
to bear the costs of translating the prospectus before the legal proceedings are
initiated.

Civil liability attaches only to those persons who have tabled this summary
including any translation thereof, but only if this summary is misleading,
inaccurate or inconsistent when read together with the other parts of the
prospectus or it does not provide, when read together with the other parts of
the prospectus, key information in order to aid investors when considering
whether to invest in the Warrants.

A2 Consent by the Not Applicable. The prospectus has been prepared solely in connection with
Issuer to the use of the admission of Warrants to trading on a regulated market pursuant to Article
the prospectus in 3(3) of the Prospectus Directive and there will be no public offer of the
subsequent resale or | Warrants. The Issuer does not consent to the use of the prospectus for
final placement of subsequent resales.

the Warrants,
indication of offer
period and
conditions to
consent for
subsequent resale or
final placement and

warning:
Section B — Issuer
B.1 Legal and The legal name of the issuer is HSBC Bank plc (the "Issuer"”) and, for the
commercial name of | purposes of advertising, the Issuer uses an abbreviated version of its name,
the Issuer: HSBC.
B.2 Domicile and legal The Issuer is a public limited company registered in England and Wales under
form of the Issuer, registration number 14259. The liability of its members is limited. The Issuer

the legislation under | was constituted by Deed of Settlement on 15 August 1836 and in 1873,




which the Issuer
operates and its
country of
incorporation:

registered under the Companies Act 1862 as an unlimited company. It was re-
registered as a company limited by shares under the Companies Acts 1862 to
1879 on 1 July 1880. On 1 February 1982 the Issuer re-registered under the
Companies Acts 1948 to 1980 as a public limited company.

The Issuer is subject to primary and secondary legislation relating to financial
services and banking regulation in the United Kingdom, including, inter alia,
the UK Financial Services and Markets Act 2000 as amended, for the purposes
of which the Issuer is an authorised person carrying on the business of
financial services provision. In addition, as a public limited company, the
Issuer is subject to the UK Companies Act 2006.

B.4b

Known trends
affecting the Issuer
and the industries in
which it operates:*

The UK recovery continued through the second half of 2014, though the pace
of expansion moderated towards the end of the year. Preliminary estimates
indicate that the annual rate of growth of real Gross Domestic Product
("GDP") was 2.6 per cent. The unemployment rate fell to 5.7 per cent in the
three months to December and wage growth accelerated slightly from a very
low level. The annual Consumer Price Index ("CPI") measure of inflation
reached a 14-year low of 0.5 per cent in December. After a period of rapid
activity in 2013 and the early months of 2014, there were signs that both
economic activity and price inflation in the housing market were moderating
as the year ended. The Bank of England kept the Bank Rate steady at 0.5 per
cent.

The recovery in eurozone economic activity in 2014 was slow and uneven
across Member States. Real GDP in the region as a whole grew by 0.9 per cent
in the year. The German and Spanish economies grew by 1.6 per cent and 1.5
per cent, respectively, while French GDP grew by a more modest 0.4 per cent.
Eurozone inflation fell to minus 0.2 per cent in December, prompting fears
that the region could move towards a sustained period of deflation. The
likelihood that low growth and inflation could persist for an extended period
prompted the European Central Bank ("ECB") to cut the main refinancing rate
and the deposit rate to 0.05 per cent and minus 0.2 per cent, respectively, in
September and embark on a policy of balance sheet expansion starting with
purchases of covered bonds and asset-backed securities.

In Turkey, the annual rate of GDP growth slowed in the third quarter to 1.7
per cent largely driven by a slowdown in private consumption. The annual rate
of private investment has been particularly weak throughout 2014, averaging
minus 1.6 per cent in the first three quarters. CPI inflation remained elevated
at 8.2 per cent in December, well above the Central Bank of Turkey's
("CBRT") target of 5.0 per cent. Despite elevated inflation and the sizeable
deficit in Turkey’s current account position, the CBRT began easing monetary
policy in the second quarter, cutting the key interest rate in May, June and July
to reach 8.25 per cent down from 10 per cent at the start of the year.

B.5

The group and the
Issuer's position
within the group:2

The whole of the issued ordinary and preference share capital of the Issuer is
beneficially owned by HSBC Holdings plc ("HSBC Holdings", together with
its subsidiaries, the "HSBC Group"). The Issuer is the HSBC Group's
principal operating subsidiary undertaking in Europe.

Element B.4b (Known trends affecting the Issuer and the industries in which it operates) of the Summary

has been updated for the updated trend information relating to the economic outlook in the UK, the
eurozone and Turkey, as set out in the 2014 Annual Report and Accounts of the Issuer.

Element B.5 (The group and the Issuer's position within the group) of the Summary has been updated for

the updated financial information relating to the 12 months ended 31 December 2014, as set out in the 2014
Annual Report and Accounts of the Issuer.




The HSBC Group is one of the largest banking and financial services
organisations in the world. Its international network covers 74 countries and
territories in Europe, Asia, Middle East and North Africa, North America and
Latin America. Its total assets as at 31 December 2014 were U.S.$2,634
billion.

B.9 Profit forecast or Not Applicable. There are no profit forecasts or estimates made in the
estimate: prospectus.

B.10 | Nature of any Not Applicable. There are no qualifications in the audit reports on the audited,
qualifications in the | consolidated financial statements of the Issuer for the financial years ended
audit reports on the | 31 December 2013 or 31 December 2014.
historical financial
information:

B.12 | Selected key The selected key financial information regarding the Issuer set out below has
financial been extracted without material adjustment from the audited consolidated
information, no financial statements of the Issuer for the years ended 31 December 2013 and
material adverse 31 December 2014,
change and no
significant change
statement:?

Year Ended
31 31
December December
2014 2013

For the year (Em)
Profit on ordinary activities before tax (reported basis) 1,953 3,294
Total OPerating INCOME ......c.ooviviuiiiiiiee e 14,202 15,868
Net operating income before loan impairment charges and other credit risk
PPOVISIONS ...ttt bbbkttt b e bbb e b ettt 11,886 12,840
Profit attributable to shareholders of the parent company..........c.ccccceevvviecininene. 1,354 2,495
At year-end (Em)
Total equity attributable to shareholders of the parent company............cccccvvenee. 36,078 32,370
Risk weighted assets* 243,652 185,879
Loans and advances to customers (net of impairment allowances).............c.cc..... 257,252 273,722
CUSLOMET ACCOUNTS........ocviiiiiciiiii e 346,507 346,358
Capital ratios (%6)*
Common Equity Tier / Core Tier 1 ratio........ocoeeeeirieerinrseeisseee s 8.7 12.1
Tier 1 ratio.......... 10.3 13.0
Total CaPItAl FALIO.......ceeeiieeeeee s 13.8 18.0
Performance ratios (%)
Risk adjusted reVenue growth?...............cc.oeveveeveereeceereiesesisseeseeseeseeseesseeseeseeseenens (3.6) 5.6
Return on average shareholders' equity of the parent company?® .. 42 7.9
Post-tax return on total SSetS ............ccvvrrriieensrsrrreres 0.2 0.3
Pre-tax return on average risk-weighted assets .. 0.8 17
Dividend payout ratio®...........cccccoeeevrerecrennnnes 69.7 48.7
Credit coverage ratios (%)
Loan impairment charges as a percentage of total operating income............... 3.2 6.1
Loan impairment charges as a percentage of average gross customer advances... 0.2 0.4
Efficiency and revenue mix ratios (%0)
Cost efficiency ratio (reported Dasis)®...........c..oeverureerveerreresesses e seessssesesensons 79.8 66.8
As a percentages of total operating income:
- NELINTETESt INCOME ... 46.7 43.9
- net fee income.......... 23.0 21.0
- net trading income 11.3 15.0

% Element B.12 (Selected key financial information, no material adverse change and no significant change
statement) of the Summary has been updated for the updated financial information relating to the 12 months
ended 31 December 2014, as set out in the 2014 Annual Report and Accounts of the Issuer.




Financial ratios (%0)
Ratio of customer advances to CUStOMEr ACCOUNTS ..........coveerverieereeieereiseieeneens 74.2 79.0

Average total shareholders' equity to average total assets

4.2 3.8

1

CRD Il capital rules.

Current period RWAs and ratios are based on CRD IV rules (refer to page 86). Comparative period RWAs and ratios are based on

Risk-adjusted revenue growth is measured as the percentage change in reported net operating income after loan impairment and other

credit risk charges compared to the previous year.

average total shareholders' equity.

other credit risk provisions.

The return on average total shareholders' equity is defined as profit attributable to shareholders of the parent company divided by the

Dividends declared in respect of or for that year per ordinary share expressed as a percentage of basic earnings per share.
The cost efficiency ratio is defined as total operating expenses divided by net operating income before loan impairment charges and

There has been no material adverse change in the prospects of the Issuer since
31 December 2014 and no significant change in the financial position of the
Issuer and its subsidiaries (the "Group") since 31 December 2014.

B.13 | Recent events Not Applicable. There have been no recent events particular to the Issuer
particular to the which are to a material extent relevant to the evaluation of its solvency.
Issuer which are to a
material extent
relevant to the
evaluation of the
Issuer's solvency:
B.14 | Dependence upon The Issuer is a wholly owned subsidiary of HSBC Holdings.
other entities within
the group: The Issuer and its subsidiaries form a UK-based group. The Issuer conducts
part of its business through its subsidiaries and is accordingly dependent upon
those members of the Group.
B.15 | The Issuer's The Group provides a comprehensive range of banking and related financial
principal activities: | services. The Group divides its activities into four business segments: Retail
Banking and Wealth Management; Commercial Banking; Global Banking and
Markets; and Global Private Banking.
B.16 | Controlling persons: | The whole of the issued ordinary and preference share capital of the Issuer is
owned directly by HSBC Holdings.
Section C — Securities
Cl1 Description of type and | Issuance in series: Warrants will be issued in series which may comprise

class of securities:

one or more tranches issued on different issue dates. The Warrants of
each tranche of the same series will all be subject to identical terms,
except for the issue dates and/or issue prices of the respective tranches.

[The [Warrants][Certificates] being issued are Series [ ], Tranche [ ]
[Warrants/Certificates] linked to [ 1.  The number of
[Warrants/Certificates] being issued is[ ]

All references to "Warrants" in this summary include Certificates where
applicable.

Form of Warrants:
The Warrants will be issued in registered form and represented by
[a restricted global registered warrant which will be [deposited with a

custodian for, and registered in the name of a nominee for the Depository
Trust Company ("DTC")][deposited with a common depositary for, and




registered in the name of a common nominee for Euroclear Bank
S.A/N.V. ("Euroclear") and Clearstream Banking, société anonyme
("Clearstream, Luxembourg")] [and]

[[an unrestricted global registered warrant] [a combined global registered
warrant] which will be deposited with a common depositary for, and
registered in the name of a common nominee for Euroclear Bank
S.A/N.V. ("Euroclear”) and Clearstream Banking, société anonyme
("Clearstream, Luxembourg")]

Security Identification Number(s):

The Warrants have been accepted for clearance through [Euroclear][,/and]
[Clearstream, Luxembourg] [and] [DTC].

The Warrants will be allocated the following Security Identification
Number[s]:

ISIN Code: [ 1
[Common Code: [ 1
[CUSIP: [ 1
[Valoren Number: [ 11
[SEDOL: [ 1

C.2

Currency of the
securities issue:

The Settlement Currency is [ ] (the "Settlement Currency")

C5

Description of any
restrictions on the free
transferability of the
securities:

The Warrants are freely transferable. However, there are restrictions on
the offer and sale of the Warrants and the Issuer and the Managers have
agreed restrictions on the offer, sale and delivery of Warrants and on
distribution of offering materials in the United States, the European
Economic Area (France, Italy, Spain and the United Kingdom), Australia,
Kingdom of Bahrain, Hong Kong, Japan, Singapore, India, Indonesia,
Korea, Malaysia, Mexico, New Zealand, Norway, the People's Republic of
China, Philippines, Russia, Saudi Arabia, Switzerland, Taiwan, Thailand,
United Arab Emirates (excluding the Dubai International Financial
Centre), the Dubai International Financial Centre and Vietnam. In
addition, investors of the Warrants, by their purchase of the Warrants, will
be deemed to have given certain representations, warranties, undertakings,
acknowledgements and agreements.

C38

The rights attaching to
the securities, including
ranking and limitations
to those rights:

Cash call options: Warrants give the holder rights, including the right to
receive a cash amount from the Issuer calculated by reference to the value
of [ ][, being the Reference Asset[s][, being the Reference Ind[ex][ices]].
Warrants create call options exercisable by the Warrantholder; there is no
obligation upon such Warrantholder to exercise its Warrant nor any
obligation upon the Issuer to pay any amount in respect of unexercised
Warrants.

Payment under the Warrants:

[A Warrantholder will receive one type of payment under the Warrants:
the "Cash Settlement Amount™].




[There are [two/three] types of payment a Warrantholder will receive
under the Warrants: the "Cash Settlement Amount" [and/,] [the
Supplementary Amount] [and] [any "Additional Amounts"].

[The Issuer may also elect to pay to Warrantholders a "Non-Cash
Distribution Amount™.]

[(1)] Cash Settlement Amount:

[The Warrants are "Equity-Linked Warrants" and therefore the Cash
Settlement Amount payable is linked to [one security][a basket of
securities], namely [ ] (the "Reference Assets"). The Cash Settlement
Amount of each Equity-Linked Warrant is calculated by identifying the
"Realisable Sale Price" of the Reference Assets linked to one Warrant,
dividing such price by an exchange rate (embedding conversion costs) to
convert such price from the currenc[y/ies] in which the underlying[s]
[is][are] quoted on an exchange, namely [ ] (the "Reference Currency")
into the currency in which the Warrants are denominated, namely [ ] (the
"Settlement Currency") and subtracting a percentage fee retained by the
Managers or their affiliates.

The "Realisable Sale Price” will be determined[, taking into account the
weighting of each Reference Asset in the basket,] on a particular date or
dates by reference to payments which the Issuer or its designated Affiliate
receives in unwinding the arrangements it has entered into to hedge the
price risk and currency risk of the Reference Assets at the time of such
determination (for instance, selling equity securities, redeeming related
financial instruments or closing out of hedge transactions) or if no such
hedging has been entered into, a notional amount of what the Issuer would
have received if it had done so, as determined by the Calculation Agent,
less any other costs (including, for instance, brokers' fees, transaction
processing fees and actual or potential taxes, including those costs that
would be incurred by the Issuer and/or its designated Affiliates of
investing in the Reference Assets whether directly or synthetically).]

[In addition, a provision may be made for tax for [the][each] Reference
Asset in the PRC where the exact amount of tax payable is uncertain. The
Issuer will reimburse the Warrantholder to the extent the provision made
turns out to be too high, or the Warrantholder will reimburse the Issuer to
the extent it is too low. If no tax is determined to be payable by a
long-stop date, the Issuer will reimburse the Warrantholder for the whole
of the provision, provided that the Warrantholder shall remain liable to
the Issuer if the amount of tax is clarified subsequent to the long-stop
date.]

[The Warrants are "Index-Linked Warrants" and therefore the Cash
Settlement Amount payable is linked to [one index][several indices],
namely [MSCI [ ] Index] [FTSE [ ] Index] [TSWE [ ] Index]
[Kospi [ ] Index] [Hang Seng [ ] Index] [TOPIX[ ] Index] [S&P

[ Jindex][ 1]

The Cash Settlement Amount of each Index-Linked Warrant is calculated
by identifying the "Final Index Level" of [the Reference Index] [the basket
of Reference Indices] linked to the Warrant, and subtracting a percentage
fee retained by the Managers or their affiliates. The "Final Index Level" is
determined [, taking into account the weighting of each Reference Index in
the basket,] on a particular date or dates by reference to: [payments which
the Issuer or its designated Affiliate receives in unwinding the
arrangements it has entered into to hedge the final index level and
currency risk of [the][each] Reference Index (for instance, selling equity
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securities underlying the Reference Index, selling futures or options
contracts relating to the Reference Index, redeeming related financial
instruments or closing out of hedge transactions) or if no such hedging has
been entered into, a notional amount of what the Issuer would have
received if it had done so, as determined by the Calculation Agent]
[official settlement prices disclosed on an exchange for settling futures or
options contracts] [the level of the Reference Index], as converted (where
applicable) from the currencies in which the component securities of the
[Reference Index] [each Reference Index] are quoted on their respective
exchange (the "Reference Currency") into the currency in which the
Warrants are denominated, namely [ ] (the "Settlement Currency") at an
exchange rate embedding conversion costs, and less any other costs
incurred by the Issuer or its affiliates (including, for instance, brokers' fees
and taxes levied on securities held which underlie the Reference Index).]

[(2) Additional Amounts:

This series of Warrants will entitle the Warrantholder to Additional
Amounts corresponding to distributions which would be payable to a
notional holder of a fixed amount of the [Reference Asset][Reference
Assets][Reference Index][Reference Indices] (such as dividends or interest
payments) which is an institution subject to the same laws as the Issuer
and/or its designated Affiliates. Such amounts will be payable in cash
converted from the Reference Currency into the Settlement Currency at an
exchange rate that would have been used in connection with such
conversion.]

[(3) Supplementary Amount:

This series of Warrants will entitle the Warrantholder to an amount (the
"Supplementary Amount™) calculated on the basis of a per annum rate
applied to the initial price of the relevant equity security constituting the
Reference Asset, adjusted to take into account any costs (including but not
limited to brokers' fees, transaction processing fees and actual or potential
taxes that would be incurred)[, less a percentage early exercise cost
retained by the Issuer if the Warrants are exercised prior to their expiry
date].

Such Supplementary Amount will be payable in cash, as converted (where
applicable) from the Reference Currency into the Settlement Currency at a
specified exchange rate.]

[Non-Cash Distribution Amount:

The Issuer may, at its absolute discretion, pay to Warrantholders an
amount (the "Non-Cash Distribution Amount") calculated to reflect the
cash equivalent amount of any non-cash distribution made in respect of the
underlying securities to the holders of such securities, such as an issue of
warrants or preference shares.]

The Warrants do not bear interest.

No guarantee or security: The Warrants are the obligations of the Issuer
only and are unsecured.

Status of the Warrants: Warrants issued under the Programme will be
unsecured and unsubordinated obligations of the Issuer and will rank pari
passu and without preference among themselves and, at their date of issue,
with all other unsecured and unsubordinated obligations of the Issuer
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(unless preferred by law).

No events of default: There are no events of default applicable to the
Warrants.

Tax: Warrantholders will be liable for and/or subject to any taxes,
including withholding tax, payable in respect of the Warrants.

Modification and substitution:  Modifications to the terms and
conditions of the Warrants (the "Conditions™) may be made without the
consent of any Warrantholders to cure any ambiguity or manifest error or
correct or supplement any Conditions provided that it is not materially
prejudicial to the interest of Warrantholders, or is of a formal, minor or
technical nature or comply with mandatory provisions of the law of the
Issuer's jurisdiction of incorporation, or corrects inconsistency between the
final terms and the relevant termsheet relating to the Warrants. The
Warrants permit the substitution of the Issuer with its Affiliate without the
consent of any Warrantholder where the Issuer provides a guarantee of the
Affiliate's obligations.

Termination for lllegality: If the Calculation Agent determines that the
performance of the Issuer's obligations under any Warrants has become
unlawful or impractical in whole or in part for any reason, the Issuer may
terminate such Warrants early in accordance with the Conditions.

Governing Law: English law.

Cl1

Listing and trading:

Application has been made to admit Warrants issued under the Programme
to the Official List of the Financial Conduct Authority and to trading on
the regulated market of the London Stock Exchange plc.

[Application will be made for the Warrants to be admitted to listing on the
Official List and to trading on the London Stock Exchange effective on or
about [ 11

C.15

Description of how the
value of the investment
is affected by the value
of the underlying
instrument:

[The Warrants can only be acquired for consideration of at least
EUR 100,000 (or its equivalent in another currency) per Warrant.] [The
Warrants can be acquired for less than EUR 100,000 (or its equivalent in
another currency) per Warrant.]

The Warrants are designed to track the price of [ ] [(the "Reference
Asset[s]")][(the "Reference Ind[ex][ices]")]. The Cash Settlement
Amount payable on exercise of any Warrant is linked to a [fixed amount
of the Reference Asset[s]][fixed level of the Reference Ind[ex/ices] by
way of a hedge in respect of such [fixed amount of the Reference
Asset[s]][fixed level of the Reference Ind[ex/ices] (whether directly or
synthetically). In general, as the value of the [Reference
Asset[s]][Reference Ind[ex/ices] increases or decreases, so will the Cash
Settlement Amount payable in respect of such Warrants.

[The quoted price of the Reference Asset[s]][The quoted level of the
Reference Ind[ex/ices] may diverge from the Cash Settlement Amount
payable under the Warrant owing to any disparity between the hedge and
the Reference Asset, and subject to the deduction of costs, such as,
amongst other things, brokers fees, transaction processing fees and actual
or potential taxes, and including those costs that would be incurred by the
Issuer and/or its designated Affiliates of investing in the Reference Assets
whether directly or synthetically, and a fee to be retained by the Issuer, the
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Managers and/or their Affiliates.

C.16

Expiration or maturity
date of securities:

The Expiry Date in respect of the Warrants is [ ] (the "Expiry Date").
The Warrants are:

["American Style Warrants" and are therefore exercisable on any Business
Day during the period beginning on (and including) [+] and ending on (and
including) the Expiry Date.

["European Style Warrants" and are therefore exercisable on the Expiry
Date]

["Bermudan Style Warrants" and therefore exercisable on [ ][and/or] [the
Expiry Date]]

C.17

Settlement procedure:

The Warrants will be cash-settled.

Any Cash Settlement Amount[, Supplementary Amount, Non-Cash
Distribution Amount] [or Additional Amount] due to the Warrantholder
will be paid through [DTC][,/and] [Euroclear] [and] [Clearstream,
Luxembourg]

C.18

Return on securities:

The date on which the Cash Settlement Amount [and Supplementary
Amount] is scheduled for payment is the [fifth] [ ] business day following
[the last date on which an unwind of any applicable underlying hedge
transaction relating to the Warrants has been achieved or which the
Calculation Agent determines would have been achievable by the Issuer
and/or its designated Affiliates][the valuation date or, if applicable, the last
averaging date, on which an official settlement price (or any applicable
fallback) for settling one or more exchange-traded contracts relating to the
Warrants is determined][the valuation date or, if applicable, the last
averaging date, on which the reference level of the Reference Index or
Reference Indices relating to the Warrants is determined].

[Unless exercised before the Expiry Date, the Warrants will be
automatically exercised on such date, at which time the Warrantholder will
be entitled to receive the Cash Settlement Amount (if any) [and any
Supplementary Amount].]

[To be entitled to any Cash Settlement Amount [and any Supplementary
Amount], the Warrantholder will be required to deliver an exercise notice
to the Principal Warrant Agent before 10.00 a.m. on the Expiry Date,
otherwise the Warrant shall become void.]

[The Additional Amount will be valued as at the date the Cash
Distribution is notified as the record date for payment to the holders of the
underlying securities. Provided that the Cash Distribution falls within the
period from [(but excluding)] [and (including)] [¢] to [(and including)]
[(but excluding)] [¢] (the "Additional Payment Period") and the Issuer
has determined a Notional Holder would have received payment in full of
a corresponding amount had the Notional Holder held the Securities, the
Additional Amounts will be due from the Issuer on the next payment date
for payment of Additional Amounts.]

[The Non-Cash Distribution will be valued as at the date the relevant Non-
Cash Distribution is notified as the record date for distribution to the
holders of the underlying securities. Provided that the Non-Cash
Distribution falls within the period from [(but excluding)] [and
(including)] [*] to [(and including)] [(but excluding)] [*] (the "Additional
Payment Period") and the Issuer has determined a Notional Holder would
have received (in full) a cash amount in consideration of its disposal of the
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Non-Cash Distribution had the Notional Holder held the Securities, the
Non-Cash Distribution Amount will be due from the Issuer on the next
payment date for payment of Additional Amounts.]

C.19

Exercise price or final
reference price of the
underlying:

On exercise of the Warrant, the Cash Settlement Amount will be
calculated by ascertaining a cash amount which [the Issuer has received
under the hedging arrangements it has entered into or the Issuer would
notionally receive had it hedged such a [fixed amount of the Reference
Asset] [fixed number of units in the Reference Index, averaged out over a
period] [correlates to the official settlement price of a futures or options
contract] [correlates to the level of an index]. The Calculation Agent then
deducts certain cost items (such as, amongst other things, brokers' fees,
transaction processing fees and actual or potential taxes that would be
incurred) and a fee to be retained by the Issuer, the Managers and/or their
Affiliates.

C.20

Type of the underlying:

The Warrants are:

["Equity-Linked Warrants", being Warrants in relation to which the
Cash Settlement Amount is linked to [one security, namely][a basket of
securities, comprised of], [ ] (the "Securities"). The Securities are the
Reference Asset[s] to which the Warrants are linked.]

["Index-Linked Warrants", being Warrants in relation to which the Cash
Settlement Amount is linked to [one index, namely][a basket of indices,
comprised of] [MSCI [ ] Index] [FTSE [ ] Index] [TSWE [ ]
Index] [Kospi [ ]Index] [Hang Seng[ ] Index] [TOPIX[ ] Index]
[S&P[ TIndex][ 11

References to ["Reference Asset"]["Reference Index"], either in the
singular or plural form, shall refer to any [Reference Asset] [Reference
Index] (as the case may be) applicable to a Series of Warrants.

[Information on the [Reference Assets/Reference Index] can be found [ ].

Section D - Risks

D.2

Key risks specific to the
Issuer:*

The Group's financial results could be adversely affected by the global
economic outlook: Global economic growth remained weak in 2014 and
oil and commodity prices have declined significantly since the middle of
2014, as a result of increasing global demand-supply imbalances. The fall
in energy prices over such a short span of time sharpens fiscal and
financing challenges for energy exporters, and although it brings benefits
for oil importers, it also accentuates deflationary risks. The prospect of
low oil prices for a prolonged period may also reduce investment in
exploration and thus poses the danger of significantly reducing future
supply. The economic recovery in the eurozone is still at risk. In spite of
looser monetary policy, deflationary pressures persist as a result of low oil
prices. Acceleration in the structural reform agenda could also accentuate
such deflationary pressures in the short term. The Group's results could be
adversely affected by a prolonged period of low or negative interest rates,
low inflation levels or deflation and/or low oil prices.

The Issuer’s parent company is subject to regulatory commitments
and consent orders: HSBC Holdings has entered into agreements with

Element D.2 (Key risks specific to the Issuer) of the Summary has been updated to reflect that the risk factor

entitled "The Group's financial results could be adversely affected by the global economic outlook" is a risk
that the Issuer believes to be key to any assessment by an investor of whether to consider an investment in
the securities, and the risk factor entitled "The Group has experience to counterparties in the eurozone
which may be affected by a sovereign or currency crisis" is no longer such a risk.
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US and UK government agencies to comply with certain forward-looking
obligations with respect to anti-money laundering and sanctions
requirements. Failure to comply with the terms of such agreements may
have a material adverse effect on the Group.

UK and European banking structural reform legislation and
proposals could materially adversely affect the Group: Major changes
to the corporate structure and business activities of the Group, including
the establishment of a ring-fenced bank for retail banking activities, are
expected pursuant to UK and European banking structural reform
legislation and proposals. The most likely restructuring will involve
separating the Issuer’s retail activities from the Issuer.

The Group is subject to a number of legal and regulatory actions and
investigations: The Group is subject to a number of legal and regulatory
actions and investigations, the outcomes of which are inherently difficult
to predict. An unfavourable result in one or more of these could result in
the Group incurring significant expense, substantial monetary damages,
loss of significant assets, other penalties and injunctive relief, potential
regulatory restrictions on the Group's business and/or a negative effect on
the Group's reputation.

Unfavourable legislative or regulatory developments, or changes in
the policy of regulators or governments could materially adversely
affect the Group: Financial service providers, including the Group, face
increasingly stringent and costly legal, regulatory and supervisory
requirements, particularly in the areas of capital and liquidity
management, conduct of business (including sales processes and
incentives and product and investment suitability), remuneration, recovery
and resolution, operational structures and the integrity of financial services
delivery. Increased government intervention and control over financial
institutions, together with measures to reduce systemic risk, may
significantly alter the competitive landscape in which the Group operates.

The Group is subject to the substance and interpretation of tax laws
in the jurisdictions in which it operates: The Group is subject to the
substance and interpretation of tax laws in all countries in which it
operates, the risk associated with changes in tax law or in the
interpretation of tax law, the risk of changes in tax rates and the risk of
consequences arising from failure to comply with procedures required by
tax authorities.

The Group's operations are highly dependent on its information
technology systems: The reliability and security of the Group's
information and technology infrastructure and the Group's customer
databases are crucial to maintaining the service availability of banking
applications and processes and to protecting the HSBC brand. Critical
systems failure, prolonged loss of service, internet crime or fraud or a
material breach of security could lead to financial loss and cause damage
to the Group's business and brand.

The Group’s operations have inherent reputational risk: Reputational
risk may arise from negative public opinion about the actual or perceived
manner in which the Group conducts its business activities, its financial
performance, and actual or perceived practices in banking and the
financial services industry generally. Negative public opinion, which may
be spread due to the rapid growth of social media, may adversely affect
the Group’s ability to keep and attract customers and, in particular,
corporate and retail depositors, which in turn could have a material
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adverse effect on the Group.

The Group has significant exposure to counterparty risk both within
the financial sector and to other risk concentrations: Financial
institutions are necessarily interdependent because of trading, clearing,
counterparty or other relationships, which could affect its funding and its
ability to manage the risks of its business.

The Group is subject to risks associated with market fluctuations: The
Group’s businesses are exposed to changes in, and increased volatility of,
interest rates, inflation rates, credit spreads, foreign exchange rates,
commodity, equity, bond and property prices and the risk that the Group’s
customers act in a manner inconsistent with its business, pricing and
hedging assumptions. It is difficult to predict with any accuracy changes in
market conditions, and such changes could have a material adverse effect
on the Group.

Liquidity, or ready access to funds, is essential to the Group's
business: If the Issuer or any member of the Group is unable to raise
funds, its liquidity position could be adversely affected and it might be
unable to meet deposit withdrawals or obligations under committed
financing facilities and insurance contracts, to fund new loans, investments
and businneses or to repay borrowings as they mature.

D.6

Key risks specific to the
securities and risk
warning to the investor:

Credit risk: The Warrants are direct, unsubordinated and unsecured
obligations of the Issuer and not of any other person. If the Issuer's
financial position were to deteriorate, there could be a risk that the Issuer
would not be able to meet its obligations under the Warrants (the Issuer's
credit risk). If the Issuer were insolvent or defaulted on its obligations
under the Warrants, in the worst case scenario, investors in the Warrants
could lose all of their invested amounts.

The Warrants are unsecured obligations: The Warrants are not secured
and so investors would not have recourse to the Reference Assets or
securities underlying the Reference Index (as applicable) or any other
security or collateral. If the Issuer becomes unable to pay amounts owed
to investors under the Warrants, such investor does not have any recourse
to any assets and may not receive any payments under the Warrants.

The Warrants are not ordinary debt securities: The Warrants do not
pay interest and, upon expiry or upon exercise, may return less than the
amount invested or nothing. Warrants are designed to track the price of
the Reference Assets or level of the Reference Index (as applicable). If
the performance of such underlying does not move in the anticipated
direction or if the issuer thereof becomes insolvent, the Warrants will be
adversely affected and, in a worst case scenario, may become worthless.

Payments under the Warrants may be delayed: Payments to
Warrantholders which are calculated by reference to hedging
arrangements will only be due if the proceeds would have been received
by an investor outside the jurisdiction where the Reference Assets or
securities underlying a Reference Index are listed or quoted. There is a
risk that limitations on the importation and withdrawal of funds in such
jurisdiction could lead to potential delays in payments under the Warrant
or, in the worst case, the Warrants becoming worthless.

No ownership rights: The Warrants do not confer any legal or beneficial

interest or any voting or dividend rights in the Reference Asset or the
securities underlying the Reference Index.
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There may be no active trading market or secondary market for
liquidity for Warrants: Any series of Warrants may not be widely
distributed and there may not be an active trading market, nor is there
assurance as to the development of an active trading market. If there is no
liquid market, investors may not be able to realise their investment in the
Warrants until the expiry of such Warrants or may not realise a return that
equals or exceeds the purchase price of their Warrants.

Certain factors affecting the value and trading price of Warrants:
The Cash Settlement Amount payable under the Warrants may be affected
by fluctuation in value of the Reference Asset or Reference Index (as
applicable), changes in interest rates, volatility of the Reference Asset or
Reference Index, time remaining to expiry, dividend rates on the
Reference Asset or the securities underlying a Reference Index or, where
applicable, the number and type of underlying Reference Assets or
Reference Indices included in a basket to which the relevant Warrants
relate.

Conflicts of interest may arise between the interests of the Issuer or its
affiliates and those of the Warrantholders: The Issuer or its affiliates
may enter into hedging or other transactions (i) relating to Reference
Assets or securities underlying a Reference Index (as applicable) or (ii)
with issuers of Reference Assets or securities underlying a Reference
Index (as applicable). The Issuer or its affiliates may also publish research
or other reports relating to Reference Assets or securities underlying a
Reference Index (as applicable). Any such activities may have a negative
effect on the value of Warrants relating to such Reference Assets or
Reference Indices. In addition, the Issuer may assume roles as hedging
party, service providers in respect of Reference Assets which are funds,
calculation agent under the Warrants or publisher of research reports. In
respect of any of these roles the Issuer may have interests that conflict
with the interests of Warrantholders.

Commission and cost of hedging: The issue price of the Warrants may
include commissions charged by Issuer or its affiliates and expected costs
of hedging the Issuer's obligations under the Warrants. Accordingly, there
is a risk that, upon issue, the market price of Warrants may be lower than
original issue price of the Warrants. Also, fees, commission and hedging
costs may be deducted from the Cash Settlement Amount.

[Exchange rate risks and exchange control risks: The Issuer will pay
amounts in respect of the Warrants in the Settlement Currency. Where the
Reference Currency is not the same as the Settlement Currency, amounts
payable under the Warrants may be affected by multiple currency
conversion costs which may be passed on to investors. Where the
Settlement Currency is not the same as the investor's home currency, the
realisable value of the investment in the investor's home currency may be
at risk from fluctuations in the exchange rate. Government and monetary
authorities may impose or modify exchange controls that could adversely
affect an applicable exchange rate or transfer of funds in and out of the
country. As a result of such restrictions and controls the Issuer may
suspend its obligations to make any payment under any Warrants if and
for as long as such exchange controls have occurred and are continuing.
Warrantholders shall not be entitled to any interest or other compensation
in respect of any such suspension.]

[Market Disruption Events and Additional Disruption Events: In the
case of early closure of the relevant exchange, disruption of such exchange
or suspension of trading on such exchange ("Market Disruption Events")
or a hedging disruption, a change in applicable laws, an increased cost of
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hedging, where applicable, an insolvency filing of the issuer of the
Reference Asset or a foreign exchange disruption event ("Additional
Disruption Events"), postponement or adjustment of valuations in case of
a Market Disruption Event or adjustment of terms or termination of the
Warrants in case of an Additional Disruption Event in respect of such
Warrants may have an adverse effect on the value of such Warrants and/or
the Cash Settlement Amount.]

Illegality may cause the Issuer's obligations under the Warrants to be
terminated early: If the Calculation Agent determines the performance
of the Issuer's obligations under any Warrants shall have become unlawful
or impracticable, the Issuer may terminate its obligations under the
Warrants and pay a sum representing the fair value of the Warrants. As a
result Warrantholders will forego any future appreciation in the relevant
Reference Asset or securities underlying the relevant Reference Index (as
applicable), may suffer a loss of some or all of their investments and lose
the ability to exercise the Warrants on the relevant exercise date(s) (if
applicable).

Considerations regarding hedging: The value of the Warrants may not
exactly correlate with the value of the [Reference Asset[s]] [Reference
Ind[ex][ices], [ 1. to which the Warrant relates.]

Tax risks: The amount of a payment to the investor under the Warrants
may be decreased to take into account the effect of taxes on an investment
in the Reference Assets or securities underlying a Reference Index. There
is a risk that tax law or practice will change in the future resulting in the
imposition of or increase in tax on an investment in, or disposition of,
Reference Assets or securities underlying a Reference Index. This will
result in a decrease of the amounts payable under the Warrants. Also,
investors in the Warrants will be obliged to pay all taxes payable in
connection with the subscription, purchase or exercise of such Warrant
and the delivery of the Cash Settlement Amount and/or any Additional
Amount.

[Specific risks relating to Index-Linked Warrants: The sponsor of a
Reference Index may amend rules applicable to the determination of the
level of such index, replace such index with a successor index or cancel
such index. Such actions may give rise to an adjustment to the terms of
the Warrants or early termination of the Warrants. As a result hereof the
value of the Warrants may adversely affected and/or investors may loss
some or all of their invested amount in the Warrants.]

[Specific risks relating to Equity-Linked Warrants: If a Potential
Adjustment Event occurs and dilutes the theoretical value of the Reference
Asset or an Extraordinary Event occurs, the Calculation Agent may make
corresponding adjustments to the conditions of the Warrants which may
adversely affect the Cash Settlement Amount payable or (in the case of
Extraordinary Events) may terminate the Warrants; as a result the
Warrantholder may lose some or all of its investment.] [As the Reference
Assets are units in a fund, the investor will be exposed to the risks of
specific regulation affecting funds, risk relating to the fund's management
and internal rules and, where the fund is a synthetic fund, also from
counterparty risk from the swap counterparty].

[Emerging market risks: Investors in Warrants relating to [Reference
Assets] [securities underlying a Reference Index] which are issued in or
located in or listed on an exchange in an emerging market should be aware
that investment in emerging markets are subject to greater risks than
well-developed western markets. Institutions relied upon for the efficient
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functioning of capital markets, such as stock exchanges, economic, legal
and regulatory institutions, systems for the clearing, settlement and
registration of securities, may be less developed. Disclosure standards
may be less onerous on issuers and accountancy practices may differ from
those which are internationally accepted. Political conditions in certain
geographic locations where the issuers of Reference Assets may operate
may be volatile or unstable, and there could be increased price volatility.]

[RMB risks: There are restrictions on the conversion of RMB into other
currencies. The amount of Offshore RMB deliverable outside PRC may
be limited, which may affect the liquidity of Offshore RMB linked
Warrants. The market for Offshore RMB is a different market to that of
RMB deliverable in PRC. The Offshore RMB exchange rate may be
influenced by the onshore RMB exchange rate. The Offshore RMB
market may become illiquid or Offshore RMB may become inconvertible
or non-transferable. In such circumstances the Issuer may settle payments
under the Warrants in another currency. In addition, interest rates are
government-controlled in PRC and changes therein may affect the
Offshore RMB interest rate which may cause the value of the Warrants to
fluctuate.]

Investors may lose the value of their entire investment or part of it, as
the case may be.

Section E — Offer

E.2b | Reasons for the offer Not Applicable. The prospectus has been prepared solely in connection
and use of proceeds with the admission of Warrants to trading on a regulated market pursuant
when different from to Article 3(3) of the Prospectus Directive. There will be no public offer
making profit and/or of the Warrants and thus reasons for the offer and use of proceeds are not
hedging certain risks: required.

E.3 Description of the terms | Not Applicable. The prospectus has been prepared solely in connection
and conditions of the with the admission of Warrants to trading on a regulated market pursuant
offer: to Article 3(3) of the Prospectus Directive. There will be no public offer

of the Warrants and thus a description of the terms and conditions of the
offer is not required.

E.4 Description of any The Issuer or its affiliates may engage in transactions involving Reference

interests material to the
issue/offer, including
conflicting interests:

Assets or Reference Index which may have a positive or negative effect on
the value of such Reference Assets or Reference Index and therefore on
the value of any Warrants to which they relate. Certain Affiliates of the
Issuer may also be the counterparty to the hedge of the Issuer's obligations
under an issue of Warrants [and [ ] is the Calculation Agent responsible
for making determinations and calculations in connection with the
Warrants] [and may be a service provider in respect of Reference Assets
which are funds]. The Issuer or its Affiliates may from time to time advise
the issuer or obligors of, or publish research reports relating to, Reference
Assets. The views or advice may have a positive or negative effect on the
value of the [Reference Assets] [Reference Indices] and may be
inconsistent with purchasing or holding the Warrants relating to the
[Reference Assets] [Reference Index].

[Fees [are][may be] payable by the Issuer to the Manager(s) acting as
underwriter(s) of issues of the Warrants.]

Save as disclosed above, no person involved in the issue of the Warrants
has an interest material to the issue.
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E.7

Estimated expenses
charged to the investor
by the Issuer or the
offeror:

Not Applicable. The prospectus has been prepared solely in connection
with the admission of Warrants to trading on a regulated market pursuant
to Article 3(3) of the Prospectus Directive. There will be no public offer
of the Warrants and expenses in respect of the listing of Warrants are not
charged directly by the Issuer or Managers to the investor.
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SUMMARY

This section provides an overview of information included in this Base Prospectus. It includes blank
placeholders for options provided for under the Programme which will only be known at the time of each
issuance of Notes. A completed summary of each individual issue will be annexed to the relevant Final Terms.

Summaries are made up of disclosure requirements known as "Elements”. These elements are numbered in
Sections A-E (A.1-E.7).

This summary contains all the Elements required to be included in a summary for this type of securities and
issuer. Because some Elements are not required to be addressed, there may be gaps in the numbering sequence
of the Elements.

Even though an Element may be required to be inserted in the summary because of the type of securities and
issuer, it is possible that no relevant information can be given regarding the Element. In this case a short
description of the Element is included in the summary with the mention of "Not Applicable”.

***Section A — Introduction and Warnings

Al

Introduction and
Warnings:

This summary must be read as an introduction to this prospectus and any
decision to invest in the Notes should be based on a consideration of the
prospectus as a whole by the investor, including any information
incorporated by reference and read together with the relevant final terms.

Where a claim relating to the information contained in the prospectus is
brought before a court in a Member State of the European Economic Area,
the claimant may, under the national legislation of the Member States, be
required to bear the costs of translating the prospectus before the legal
proceedings are initiated.

Civil liability attaches only to those persons who have tabled this summary
including any translation thereof, but only if this summary is misleading,
inaccurate or inconsistent when read together with the other parts of the
prospectus or it does not provide, when read together with the other parts of
the prospectus, key information in order to aid investors when considering
whether to invest in such Notes.

A2

Consent by the Issuer
to the use of the
prospectus in
subsequent resale or
final placement of the
Notes, indication of
offer period and
conditions to consent
for subsequent resale
or final placement
and warning:

[The Issuer expressly consents to the use of the prospectus in connection
with an offer of Notes in circumstances where there is no exemption from
the obligation under the Prospectus Directive to publish a prospectus (a
"Public Offer") of the Notes by the Dealer[s] [and [ ]] ("Authorised
Offeror") during the period from and including [ ] to but excluding [ ] (the
"Offer Period") and in the United Kingdom only (the "Public Offer
Jurisdiction™) [provided that the relevant Authorised Offeror is authorised
to make such offers under the Markets in Financial Instruments Directive
(Directive 2004/39/EC) and any other applicable laws [and the relevant
Authorised Offeror must satisfy the following conditions: [ ]]. The Issuer
also accepts responsibility for the content of the prospectus with respect to
the subsequent resale or final placement of the Notes by the Authorised
Offeror.]

[The Issuer reserves its right to consent to the use of the prospectus after the
date of filing of the relevant final terms (the "Final Terms") in connection
with an offer of Notes in circumstances where there is no exemption from
the obligation under the Prospectus Directive to publish a prospectus (a
"Public Offer") of the Notes during the period from and including [ ] to but
excluding [ ] (the "Offer Period") and in the United Kingdom only (the
"Public Offer Jurisdiction™) by identifying financial intermediaries who
will be acting as authorised offerors ("Authorised Offeror™) in respect of
the Notes on its website www.hsbc.com (following links to ‘Investor
relations', 'Fixed income securities', 'Issuance programmes), [subject to the
condition that [ ] and] on the condition that the relevant Authorised Offeror
is authorised to make such offers under the Markets in Financial Instruments
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Summary

Directive (Directive 2004/39/EC) and any other applicable laws.]

[The Authorised Offeror will provide information to investors on the
terms and conditions of the Public Offer of the relevant Notes at the
time such Public Offer is made by the Authorised Offeror to the
investors.]

[Not Applicable. The Issuer does not consent to the use of the prospectus in
circumstances where there is no exemption from the obligation under the
Prospectus Directive to publish a prospectus (a "Public Offer") as the Notes
will not be publicly offered.]

Section B - Issuer

B.1 Legal and The legal name of the issuer is HSBC Bank plc (the "Issuer™) and, for the
commercial name of purposes of advertising, the Issuer uses an abbreviated version of its name,
the Issuer: HSBC.

B.2 Domicile and legal The Issuer is a public limited company registered in England and Wales
form of the Issuer, under registration number 14259. The liability of its members is limited. The
the legislation under Issuer was constituted by Deed of Settlement on 15 August 1836 and in
which the Issuer 1873, registered under the Companies Act 1862 as an unlimited company. It
operates and its was re-registered as a company limited by shares under the Companies Acts
country of 1862 to 1879 on 1 July 1880. On 1 February 1982 the Issuer re-registered
incorporation: under the Companies Acts 1948 to 1980 as a public limited company.

The Issuer is subject to primary and secondary legislation relating to
financial services and banking regulation in the United Kingdom, including,
inter alia, the UK Financial Services and Markets Act 2000, as amended, for
the purposes of which the Issuer is an authorised person carrying on the
business of financial services provision. In addition, as a public limited
company, the Issuer is subject to the UK Companies Act 2006.

B.4b | Known trends The UK recovery continued through the second half of 2014, though the

affecting the Issuer
and the industries in
which it operates:*

pace of expansion moderated towards the end of the year. Preliminary
estimates indicate that the annual rate of growth of real Gross Domestic
Product ("GDP") was 2.6 per cent. The unemployment rate fell to 5.7 per
cent in the three months to December and wage growth accelerated slightly
from a very low level. The annual Consumer Price Index ("CPI") measure of
inflation reached a 14-year low of 0.5 per cent in December. After a period
of rapid activity in 2013 and the early months of 2014, there were signs that
both economic activity and price inflation in the housing market were
moderating as the year ended. The Bank of England kept the Bank Rate
steady at 0.5 per cent.

The recovery in eurozone economic activity in 2014 was slow and uneven
across Member States. Real GDP in the region as a whole grew by 0.9 per
cent in the year. The German and Spanish economies grew by 1.6 per cent
and 1.5 per cent, respectively, while French GDP grew by a more modest 0.4
per cent. Eurozone inflation fell to minus 0.2 per cent in December,
prompting fears that the region could move towards a sustained period of
deflation. The likelihood that low growth and inflation could persist for an
extended period prompted the European Central Bank ("ECB") to cut the

! Element B.4b (Known trends affecting the Issuer and the industries in which it operates) of the Summary
has been updated for the updated trend information relating to the economic outlook in the UK, the
eurozone and Turkey, as set out in the 2014 Annual Report and Accounts of the Issuer.
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Summary

main refinancing rate and the deposit rate to 0.05 per cent and minus 0.2 per
cent, respectively, in September and embark on a policy of balance sheet
expansion starting with purchases of covered bonds and asset-backed
securities.

In Turkey, the annual rate of GDP growth slowed in the third quarter to 1.7
per cent largely driven by a slowdown in private consumption. The annual
rate of private investment has been particularly weak throughout 2014,
averaging minus 1.6 per cent in the first three quarters. CPI inflation
remained elevated at 8.2 per cent in December, well above the Central Bank
of Turkey's ("CBRT") target of 5.0 per cent. Despite elevated inflation and
the sizeable deficit in Turkey’s current account position, the CBRT began
easing monetary policy in the second quarter, cutting the key interest rate in
May, June and July to reach 8.25 per cent down from 10 per cent at the start
of the year.

B.5 The group and the The whole of the issued ordinary and preference share capital of the Issuer is
Issuer's position beneficially owned by HSBC Holdings plc ("HSBC Holdings", together
within the group:? with its subsidiaries, the "HSBC Group"). The Issuer is the HSBC Group's

principal operating subsidiary undertaking in Europe.

The HSBC Group is one of the largest banking and financial services
organisations in the world. Its international network covers 74 countries and
territories in Europe, Asia, Middle East and North Africa, North America
and Latin America. Its total assets as at 31 December 2014 were U.S.$2,634
billion.

B.9 Profit forecast or Not Applicable. There are no profit forecasts or estimates made in the
estimate: prospectus.

B.10 | Nature of any Not Applicable. There are no qualifications in the audit reports on the
qualifications in the audited, consolidated financial statements of the Issuer and its subsidiary
audit reports on the undertakings for the financial years ended 31 December 2013 or 31
historical financial December 2014.
information:

B.12 | Selected key financial | The selected key financial information regarding the Issuer set out below has
information, no been extracted without material adjustment from the audited consolidated
material adverse financial statements of the Issuer for the years ended 31 December 2013 and
change and no 31 December 2014.
significant change
statement:?

Year Ended
31 31
December December
2014 2013

For the year (Em)
Profit on ordinary activities before tax (reported basis) .........ccccueereverernieieieninns 1,953 3,294
Total OPerating INCOME .........c.eiuiiriiiireee e e s 14,202 15,868
Net operating income before loan impairment charges and other credit risk
PPOVISIONS ...ttt ettt ettt s e b e e et e ne et eb et anennas 11,886 12,840

2 Element B.5 (The group and the Issuer's position within the group) of the Summary has been updated for
the updated financial information relating to the 12 months ended 31 December 2014, as set out in the 2014
Annual Report and Accounts of the Issuer.

% Element B.12 (Selected key financial information, no material adverse change and no significant change
statement) of the Summary has been updated for the updated financial information relating to the 12 months
ended 31 December 2014, as set out in the 2014 Annual Report and Accounts of the Issuer.
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Profit attributable to shareholders of the parent company.........c.ccocecvveiieiiinninns 1,354 2,495
At year-end (Em)

Total equity attributable to shareholders of the parent company..........cc.ccocevnee 36,078 32,370
RiSK WRIGhTEH BSSELSL...........oveeiieeeeeseecis sttt 243,652 185,879
Loans and advances to customers (net of impairment allowances) 257,252 273,722
CUSEOMET ACCOUNTS. ...ttt ettt nre e 346,507 346,358
Capital ratios (%)"

Common Equity Tier / Core Tier L ratio.........ccoeorereienenniineseese e 8.7 12.1
THEN L FALIO ..o s 10.3 13.0
Total CaPITAl FALIO......c.viviecieiicc s 13.8 18.0
Performance ratios (%)

Risk adjusted reVenue growthZ..............cocueeueeeeveerseesseesssseessessssssssssessssssssssnses (3.6) 5.6
Return on average shareholders' equity of the parent company?®. 4.2 79
Post-tax return on total aSSets ...........cccovvrrieevnnrrrrene 0.2 0.3
Pre-tax return on average risk-weighted assetS ..........covvvrveivrerinieisinneneserieeniens 0.8 1.7
Dividend Payout Fatio® .............co.ovueveereecieeeeeeeeeeeee e 69.7 48.7
Credit coverage ratios (%)

Loan impairment charges as a percentage of total operating income............... 3.2 6.1
Loan impairment charges as a percentage of average gross customer advances... 0.2 0.4
Efficiency and revenue mix ratios (%0)

Cost efficiency ratio (reported Dasis)®...........c..coeveerureeeveereeesessis s seessssesesensons 79.8 66.8
As a percentages of total operating income:

- NEL INEEIEST INCOME ...ttt e 46.7 43.9
S NEL TR INCOME .. 23.0 21.0
= NEL trAdING INCOME ... .euiiiieieiiiiciee ettt s neeen 11.3 15.0
Financial ratios (%0)

Ratio of customer advances to CUStOMEr aCCOUNLS ...........ocovrvrvriiciiiciereririennnns 74.2 79.0
Average total shareholders' equity to average total assets 4.2 3.8

CRD Il capital rules.

Current period RWAs and ratios are based on CRD IV rules (refer to page 86). Comparative period RWAs and ratios are based on

Risk-adjusted revenue growth is measured as the percentage change in reported net operating income after loan impairment and other

credit risk charges compared to the previous year.

average total shareholders' equity.

other credit risk provisions.

The return on average total shareholders' equity is defined as profit attributable to shareholders of the parent company divided by the

Dividends declared in respect of or for that year per ordinary share expressed as a percentage of basic earnings per share.
The cost efficiency ratio is defined as total operating expenses divided by net operating income before loan impairment charges and

There has been no material adverse change in the prospects of the Issuer
since 31 December 2014 and no significant change in the financial position
of the Issuer and its subsidiaries (the "Group") since 31 December 2014.

B.13 | Recent events | Not Applicable. There have been no recent events particular to the Issuer
particular to the | which are to a material extent relevant to the evaluation of its solvency.
Issuer which are to a
material extent
relevant  to the
evaluation of the
Issuer's solvency:
B.14 | Dependence upon | The Issuer is a wholly owned subsidiary of HSBC Holdings.
other entities within
the group: The Issuer and its subsidiaries form a UK-based group. The Issuer conducts
part of its business through its subsidiaries and is accordingly dependent
upon those members of the Group.
B.15 | The issuer's principal | The Group provides a comprehensive range of banking and related financial

activities:

services. The Group divides its activities into four business segments: Retail
Banking and Wealth Management; Commercial Banking; Global Banking
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and Markets; and Global Private Banking.

B.16 | Controlling persons: | The whole of the issued ordinary and preference share capital of the Issuer is
owned directly by HSBC Holdings.

B.17 | Credit ratings: The Issuer has been assigned the following long term credit ratings: AA- by
Standard & Poor's Credit Market Services Europe Limited ("Standard &
Poor’'s"); Aa3 by Moody's Investors Service Limited ("Moody's"); and AA-
by Fitch Ratings Limited ("Fitch").
The Notes to be issued [have [not] been] [are expected on issue to be]
rated[./:]
[Standard & Poor's: [ 1]
[Moody's: [ 1]
[Fitch: [ 1

Section C — Securities
C1 Description of type Issuance in series:

and class of
securities:

Notes will be issued in series ("Series") which may comprise one or more
tranches ("Tranches"). Each Tranche issued under a Series will have
identical terms, except that different Tranches may comprise Notes in bearer
form ("Bearer Notes"), registered form (“"Registered Notes") or
uncertificated registered form ("Uncertificated Registered Notes"). The
issue dates and issue prices of different Tranches may also vary.

The [Bearer] [Registered] [Uncertificated Registered] Notes being issued are
Tranche [ ] Notes (the "Notes") [and are to be consolidated and form a
single series with [ ] issued on [ ] with ISIN: [ ]and Common Code: [
] [and SEDOL: [ 1] (the "Original Issue Security Identification
Number[s]")]]-

Form of Notes:
[Bearer Notes in definitive form:

Bearer Notes will be issued in definitive form and each definitive Bearer
Note will carry a unique serial number. Bearer Notes are negotiable
instruments and legal title to each will pass by physical delivery.]

[Bearer Notes in global form:

[Bearer Notes will initially be issued as temporary global Notes
exchangeable for permanent global Notes which are exchangeable for
definitive Bearer Notes, or registered Notes in definitive form in certain
limited circumstances.]

[Bearer Notes will be issued in global note form and deposited with a
common depositary for Euroclear Bank SA/NV ("Euroclear") and/or
Clearstream Banking, société anonyme ("Clearstream, Luxembourg").
Changes in beneficial interests in such Bearer Notes will be recorded as
book-entries in the accounts of Euroclear and/or Clearstream, Luxembourg.]

[Registered Notes in definitive form:
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[Registered Notes will be issued in registered form as certificates and each
certificate will carry a unique serial number. Registered Notes are not
negotiable instruments and legal title to each will pass by registration of the
unique serial number against a Noteholder's name in a register maintained by
HSBC Bank plc in its capacity as registrar (the "Registrar").]

[Registered Notes in global form:

Registered Notes will be issued in global note form and deposited with and
registered in the name of a common depositary (or its nominee) for
Euroclear Bank SA/NV ("Euroclear") and/or Clearstream Banking, société
anonyme ("Clearstream, Luxembourg"). Changes in beneficial interests in
such Registered Notes will be recorded as book-entries in the accounts of
Euroclear and/or Clearstream, Luxembourg.]

[Uncertificated Registered Notes:

Uncertificated Registered Notes will be issued in uncertificated registered
form and deposited with Euroclear UK and Ireland Limited ("CREST").
Legal title to Uncertificated Registered Notes is recorded by CREST on the
Operator register of corporate securities (the "Operator Register") and will
pass by registration of a transfer of ownership in the Operator Register.
CREST will maintain in a record of uncertified corporate securities which
reflects the Operator Register.]

Security Identification Number[s]:

The [Bearer] [Registered] [Uncertificated Registered] Notes have been
accepted for clearance through [Euroclear and/or Clearstream, Luxembourg]
[CREST] and will be allocated the following Security Identification
Number[s] [to be consolidated with the Original Issue Security Identification
Number[s]]:

ISIN Code: ]
Common Code: [ 1
[SEDOL: [ 1

C.2 Currency of  the | The settlement currency of the Notes is [ ] (the "Settlement Currency").
securities issue:

C5 Description of any | The Notes are freely transferable. However, there are restrictions on the offer
restrictions on the | and sale of the Notes and the Issuer and [ ] (the "Dealer[s]") have agreed
free transferability of | restrictions on the offer, sale and delivery of the Notes and on distribution of
the securities: offering materials in the European Economic Area, the United Kingdom and

the United States of America.

Cs8 The rights attaching | Status of the Notes:

to the securities,
including ranking
and limitations to
those rights:

The Notes issued will be direct, unsecured and unsubordinated obligations of
the Issuer and will rank equally and without preference among themselves
and, at their date of issue, with all other unsecured and unsubordinated
obligations of the Issuer (unless preferred by law).

Interest Payments:

The Notes will not be interest-bearing.

Redemption of the Notes at Maturity:
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The Notes will be redeemed on their maturity date.

Early redemption of the Notes:

In addition the Notes may be redeemed prior to their started maturity in the
following circumstances:

For illegality: at the option of the Issuer if the Calculation Agent determines
that the performance of the Issuer's obligations has become unlawful or
impracticable in whole or in part for any reason.

For taxation reasons: at the option of the Issuer if the Issuer were required
under the terms and conditions of the Notes (the "Conditions™) to pay
additional amounts in respect of tax.

For a Preference Share Early Redemption Event: following the receipt by
the Issuer or any of its affiliates of a notice from Eukairos Investments
Limited (the "Preference Share Issuer") that one or more series of
preference shares issued by the Preference Share Issuer (the "Preference
Shares") are to be redeemed early.

For an Extraordinary Event and/or Additional Disruption Event: at the
option of the Issuer if the Calculation Agent determines that a merger event,
tender offer or insolvency (each, an "Extraordinary Event") and/or change
in law or insolvency filing (each, an "Additional Disruption Event") has
occurred in relation to the Preference Shares and/or the Preference Share
Issuer.

For an Event of Default: at the option of the Noteholder in the following
circumstances: (i) a continuing default in the repayment of any amount due
on the Notes for more than 14 days, provided that the reason for non-
payment is not compliance with any fiscal or other law or regulation or court
order, or that there is doubt as to the validity of such law, regulation or order
in accordance with independent legal advice from advisers which is
acceptable to HSBC Bank plc, acting in its capacity as principal paying
agent (the Principal Paying Agent"); or (ii) the passing of a winding-up
order in relation to the Issuer.

Payments of Principal: Payments of principal in respect of Notes will in all
cases be calculated by reference to the percentage change in value of one or
more Preference Shares issued by the Preference Share Issuer in respect of
the relevant series of Notes. The terms of each series of Preference Shares
will be contained in the Articles of Eukairos Investments Limited and the
Preference Share terms and conditions relating to such series, which will be
annexed to the Final Terms.

The redemption price of each class of Preference Shares will be calculated
by reference to an index or a basket of indices (the "Underlying"). The
Underlying for the Notes is [an index/a basket of indices].

Modification and substitution:

Modifications to the Conditions may be made without the consent of any
Noteholders to cure any ambiguity or manifest error or correct or supplement
any Conditions provided that: (i) the modification is not materially
prejudicial to the interest of Noteholders; (ii) the modification is of a formal,
minor or technical nature or to comply with mandatory provisions of the law
of the Issuer’s jurisdiction of incorporation; or (iii) the modification corrects
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inconsistency between the Final Terms and the relevant termsheet relating to
the Notes. The Notes permit the substitution of the Issuer with its affiliates
without the consent of any Noteholders where the Issuer provides an
irrevocable guarantee of the affiliate’s obligations.

Meetings of Noteholders

The Conditions contain provisions for calling meetings of Noteholders to
consider matters affecting their interests generally. These provisions permit
defined majorities to bind all Noteholders including Noteholders who did not
attend and vote at the relevant meeting and Noteholders who voted in a
manner contrary to the majority.

No guarantee or security:

The Notes are the obligations of the Issuer only and are unsecured.
Taxation:

All payments by the Issuer of any amount in respect of the Notes will be
made without deduction of any United Kingdom taxes unless the Issuer is
required by law to withhold or deduct any such taxes. Therefore,
Noteholders will be liable for and/or subject to any taxes, including
withholding tax, stamp duty, stamp duty reserve tax and/or similar transfer
taxes, payable in respect of the Notes.

Governing Law:

English law.

C9

The rights attaching
to the securities, the
nominal interest rate,
the date from which
interest becomes
payable and due
dates for interest,
where the rate is not
fixed a description of
the underlying on
which it is based,
maturity date and
arrangements for
amortisation of the
loan including
repayment
procedures, an
indication of vyield
and the name of the
representative of debt
security holders:

The Notes will be issued on [ ] (the "Issue Date") at [ ] per cent. of their
aggregate principal amount (the "lIssue Price™). The Notes will not be
interest-bearing.

Representative of the Noteholders:

Not Applicable. There is no representative appointed to act on behalf of the
Noteholders.

C.10

Derivative
components in
interest payment:

Not Applicable. The Notes will not be interest-bearing.

Cl1

Listing and trading:

[Application [has been] [will be] made to admit the Notes to the Official List
of the United Kingdom Financial Conduct Authority and to trading on the
regulated market of the London Stock Exchange plc.] [Not Applicable. The
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Notes will not be admitted to trading on any regulated market.]

C.15

Description of how
the value of the
investment is affected
by the value of the
underlying
instrument:

The performance of an Underlying determines the redemption price and final
value of a series of Preference Shares issued by Eukairos Investments
Limited, a company incorporated in England which is independent of the
Issuer and whose business consists of the issuance of Preference Shares.

The percentage change in the final value of the relevant Preference Share
compared to its issue price is then used to calculate the value and return on
the Notes.

As a result, the potential effect of the value of the Underlying on the
return on the Notes means that investors may lose some or all of their
investment.

For the avoidance of doubt, the Notes are not backed by or secured on the
Preference Shares and, accordingly, only a nominal amount of the
Preference Shares may be issued by Eukairos Investments Limited
regardless of the principal amount of the Notes issued by the Issuer.

In this section, for ease of explanation rather than refer to the Notes being
linked to the value of the Preference Share which is in turn linked to the
Underlying, the Notes (including the return on the Notes) are described as
being linked to the Underlying.

The redemption amount of the Notes is linked to the performance of the [ ]
["Index"] [a basket of indices ("Indices")] specified below:

Index

An investor will be entitled to the following cash amounts in respect of each
Note, namely:

. if the Notes are redeemed on their stated maturity date, a "Final
Redemption Amount"[; and

[ as the Notes are "Autocallable Redemption Notes", if the Notes are
redeemed prior to their stated maturity in the circumstances
described below, an "Early Redemption Amount"].

The basis for calculating the Final Redemption Amount is:

['Booster Redemption Notes". Accordingly, an investor is entitled to an

amount per Note equal to the principal amount of the Note multiplied by the

following:

If [Index Performance] [Worst Performing Index Performance] is equal to or
greater than the Barrier Level, then:
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[100% + MIN [Cap; Participation x MAX [0, Index Performance — 100%)]]]
[100% + MIN [Cap; Participation x MAX [0, Worst Performing Index
Performance — 100%)]]]

If [Index Performance] [Worst Performing Index Performance] is less than
the Barrier Level, [Index Performance]/[Worst Performing Index
Performance]].

["Airbag Redemption Notes". Accordingly, an investor is entitled to an
amount per Note equal to the principal amount of the Note multiplied by the
following:

If [Index Performance] [Worst Performing Index Performance] is equal to or
greater than the Barrier Level, then:

[100% + Participation x MAX [0, (Index Performance — 100%)]]

[100% + Participation x MAX [0, (Worst Performing Index Performance —
100%)]]

If [Index Performance] [Worst Performing Index Performance] is less than
the Barrier Level, [Index Performance] [Worst Performing Index
Performance]].

['Bonus Redemption Notes". Accordingly, an investor is entitled to an
amount per Note equal to the principal amount of the Note multiplied by the
following:

If [Index Performance] [Worst Performing Index Performance] is equal to or
greater than the Barrier Level, then:

100% +Bonus Amount

If [Index Performance] [Worst Performing Index Performance] is less than
the Barrier Level, [Index Performance] [Worst Performing Index
Performance ] + Bonus Amount.

The Bonus Amount is determined by the Calculation Agent as the sum of
each of the Bonus Amount Percentages. Each Bonus Amount Percentage
which will be determined in accordance with the following provisions.

If on an observation date the [Index Performance] [Worst Performing Index
Performance] in respect of such observation date is equal to or greater than
the Bonus Level, [ ]%.

If on an observation date the [Index Performance] [Worst Performing Index
Performance] in respect of such observation date is less than the Bonus
Level, 0%.]

["Autocallable Redemption Notes". Accordingly, an investor is entitled to an
amount per Note equal to the principal amount of the Note multiplied by the
following:

If [Index Performance] [Worst Performing Index Performance] is equal to or
greater than the Final Trigger Level, then [ 1%

If [Index Performance] [Worst Performing Index Performance] is less than
the Final Trigger Level, and
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o [Final Index Level] [Final Index Level of each of the Indices] is equal to
or greater than the Barrier Level, then 100%

o [Final Index Level] [Final Index Level of each of the Indices] is less
than the Barrier Level, then [Index Performance] [Worst Performing
Index Performance]

For the purposes of the above:

['Barrier Level" means [ ]%, being the percentage against which the
performance of the [Index] [Index which is the worst performing of the
Indices comprised in a basket of Indices] will be measured in order to
determine the Final Redemption Amount.]

["Bonus Amount™ means the sum of the Bonus Amount Percentages, being a
fixed percentage increase in the principal amount of the Note which
expresses an enhanced return following an appreciation of the [Index] [Index
which is the worst performing of the Indices comprised in a basket of
Indices].]

["Bonus Level" means [ ]%, being the percentage against which the
performance of the [Index] [Index which is the worst performing of the
Indices comprised in a basket of Indices] will be measured in order to
determine the Bonus Amount.]

["Bonus Amount Percentage” means either 0% or [ ]% depending on
appreciation or depreciation of the level of the [Index] [Index which is the
worst performing of the Indices comprised in a basket of Indices].]

['Cap" means [ ]%, being a percentage that expresses the maximum
appreciation of the [Index] [Index which is the worst performing of the
Indices comprised in a basket of Indices] that will be considered when
determining the Final Redemption Amount.]

["Final Trigger Level" means [ ]%, being a percentage against which the
performance of the [Index] [Index which is the worst performing of the
Indices comprised in a basket of Indices] will be measured in order to
determine the Final Redemption Amount]

["Participation™ means [ ]%, being a percentage that expresses the increase
in the principal amount of a Note if there is an appreciation of the [Index]
[Index which is the worst performing of the Indices comprised in a basket of
Indices].]

["Index Performance” means in respect of an Index [the percentage
appreciation or depreciation of level of such Index compared to the initial
index level for such Index which is specified in the relevant Final Terms]
[the percentage average appreciation or depreciation in the level of such
Index as determined by reference to a fixed number of observation dates (as
specified in the relevant Final Terms) compared to the initial index level for
such Index which is specified in the relevant Final Terms].]

["Worst  Performing Index Performance” means the lowest Index
Performance determined in accordance with the definition of "Index
Performance" above.]

["Initial Index Level" means in respect of an Index the initial level of such
Index as specified in the relevant Final Terms.]

["Final Index Level" means in respect of an Index [the final level of such
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Index on the valuation date] [the arithmetic average of the levels of such
Index determined on a fixed number of observation dates].]

[In addition, as the Notes are Autocallable Redemption Notes, they may be
redeemed in the following circumstances and investors would then receive
an Early Redemption Amount calculated as follows:

If on an Auto-Call Valuation Date, the [Index Performance] [Worst
Performing Index Performance] is equal to or greater than the Auto-Call
Trigger Level specified below, then the investor would be entitled to a cash
amount equal to the principal amount of the Note multiplied by the Auto-
Call Trigger Rate, specified below.

For these purposes:

"Auto-Call Trigger Level" means each of the percentages set out below
which will trigger redemption of the Notes and entitles investors in the Notes
to the Early Redemption Amount; and

"Auto-Call Trigger Rate" means each of the percentages set out below,
being in each case a fixed percentage of the principal amount of a Note
which an investor will receive in the event of an Early Redemption for
Autocallable Redemption Notes.

Auto-Call Auto-Call Trigger | Auto-Call Trigger
Valuation Date* Level Rate
[*] [] [*]
[] [] []
[*] [] [*]

[*Provided that if the Auto-Call Valuation Date is not a Scheduled Trading
Day, the immediately following Scheduled Trading Day shall be the Auto-
Call Valuation Date.]

C.16 | Expiration or | The maturity date of the Notes is [ ] (the "Maturity Date").
maturity date of the
securities:
C.17 | Settlement All payments to Noteholders will be paid through [Euroclear] [and/or]
procedure: [Clearstream, Luxembourg] [CREST].
C.18 | Returnon securities: | The Notes do not bear interest.
The Notes entitle holders to cash payments and do not entitle an investor to
physical delivery of Preference Shares.
Unless redeemed early, the Notes will be automatically redeemed on the
Maturity Date, at which time the investor will be entitled to receive the Final
Redemption Amount (if any).
C.19 | Exercise price or final | The performance of an underlying index or the worst performing index in a

reference price of the
underlying:

basket of indices determines the redemption price of a series of Preference
Shares. Such redemption price is used to calculate the final value of such
Preference Shares. The percentage change in the final value of the
Preference Shares compared to its issue price is then used to calculate the
return on the Notes. As a result, the potential effect of the value of the
Index or Indices on the return on the Notes means that investors may
lose some or all of their investment.
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The calculations which are required to be made to calculate the Final
Redemption Amount and any early redemption amount, will be based on the
level of the Index or the level of the worst performing of the Indices
comprised in a basket of Indices (the "Index Level™) determined by the
Calculation Agent being [HSBC Bank plc] [HSBC France]. The Calculation
Agent will determine the Index Level by reference to the level of the
relevant Index quoted on a particular exchange or quotation system at a
valuation time.

C.20

Type of the
underlying:

[The underlying for the Notes is [one index, namely [ ]] [a basket of
indices, comprised of] [ ]].

[Information on the [Index] [Indices] can be found at [ ]].

In this section, for ease of explanation rather than refer to the Notes being
linked to the value of the Preference Share which is in turn linked to the
[Index] [Indices]. Notes (including the return on the Notes) are described as
being linked to the [Index] [Indices].

Section D — Risks

D.2

Key risks specific to
the issuer:*

The Group's financial results could be adversely affected by the global
economic outlook: Global economic growth remained weak in 2014 and oil
and commodity prices have declined significantly since the middle of 2014,
as a result of increasing global demand-supply imbalances. The fall in
energy prices over such a short span of time sharpens fiscal and financing
challenges for energy exporters, and although it brings benefits for oil
importers, it also accentuates deflationary risks. The prospect of low oil
prices for a prolonged period may also reduce investment in exploration and
thus poses the danger of significantly reducing future supply. The economic
recovery in the eurozone is still at risk. In spite of looser monetary policy,
deflationary pressures persist as a result of low oil prices. Acceleration in the
structural reform agenda could also accentuate such deflationary pressures in
the short term. The Group's results could be adversely affected by a
prolonged period of low or negative interest rates, low inflation levels or
deflation and/or low oil prices.

The Issuer’s parent company is subject to regulatory commitments and
consent orders: HSBC Holdings has entered into agreements with US and
UK government agencies to comply with certain forward-looking
obligations with respect to anti-money laundering and sanctions
requirements. Failure to comply with the terms of such agreements may have
a material adverse effect on the Group.

UK and European banking structural reform legislation and proposals
could materially adversely affect the Group: Major changes to the
corporate structure and business activities of the Group, including the
establishment of a ring-fenced bank for retail banking activities, are expected
pursuant to UK and European banking structural reform legislation and
proposals. The most likely restructuring will involve separating the Issuer’s
retail activities from the Issuer.

The Group is subject to a number of legal and regulatory actions and
investigations: The Group is subject to a number of legal and regulatory

Element D.2 (Key risks specific to the Issuer) of the Summary has been updated to reflect that the risk factor

entitled "The Group's financial results could be adversely affected by the global economic outlook" is a risk
that the Issuer believes to be key to any assessment by an investor of whether to consider an investment in
the securities, and the risk factor entitled "The Group has experience to counterparties in the eurozone
which may be affected by a sovereign or currency crisis" is no longer such a risk.
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actions and investigations, the outcomes of which are inherently difficult to
predict. An unfavourable result in one or more of these could result in the
Group incurring significant expense, substantial monetary damages, loss of
significant assets, other penalties and injunctive relief, potential regulatory
restrictions on the Group's business and/or a negative effect on the Group's
reputation.

Unfavourable legislative or regulatory developments, or changes in the
policy of regulators or governments could materially adversely affect
the Group: Financial service providers, including the Group, face
increasingly stringent and costly legal, regulatory and supervisory
requirements, particularly in the areas of capital and liquidity management,
conduct of business (including sales processes and incentives and product
and investment suitability), remuneration, recovery and resolution,
operational structures and the integrity of financial services delivery.
Increased government intervention and control over financial institutions,
together with measures to reduce systemic risk, may significantly alter the
competitive landscape in which the Group operates.

The Group is subject to the substance and interpretation of tax laws in
the jurisdictions in which it operates: The Group is subject to the
substance and interpretation of tax laws in all countries in which it operates,
the risk associated with changes in tax law or in the interpretation of tax law,
the risk of changes in tax rates and the risk of consequences arising from
failure to comply with procedures required by tax authorities.

The Group's operations are highly dependent on its information
technology systems: The reliability and security of the Group's information
and technology infrastructure and the Group's customer databases are crucial
to maintaining the service availability of banking applications and processes
and to protecting the HSBC brand. Critical systems failure, prolonged loss of
service, internet crime or fraud or a material breach of security could lead to
financial loss and cause damage to the Group's business and brand.

The Group’s operations have inherent reputational risk: Reputational
risk may arise from negative public opinion about the actual or perceived
manner in which the Group conducts its business activities, its financial
performance, and actual or perceived practices in banking and the financial
services industry generally. Negative public opinion, which may be spread
due to the rapid growth of social media, may adversely affect the Group’s
ability to keep and attract customers and, in particular, corporate and retail
depositors, which in turn could have a material adverse effect on the Group.

The Group has significant exposure to counterparty risk both within the
financial sector and to other risk concentrations: Financial institutions are
necessarily interdependent because of trading, clearing, counterparty or other
relationships, which could affect its funding and its ability to manage the
risks of its business.

The Group is subject to risks associated with market fluctuations: The
Group’s businesses are exposed to changes in, and increased volatility of,
interest rates, inflation rates, credit spreads, foreign exchange rates,
commodity, equity, bond and property prices and the risk that the Group’s
customers act in a manner inconsistent with its business, pricing and
hedging assumptions. It is difficult to predict with any accuracy changes in
market conditions, and such changes could have a material adverse effect on
the Group.

Liquidity, or ready access to funds, is essential to the Group's business:
If the Issuer or any member of the Group is unable to raise funds, its
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liquidity position could be adversely affected and it might be unable to meet
deposit withdrawals or obligations under committed financing facilities and
insurance contracts, to fund new loans, investments and businneses or to
repay borrowings as they mature.

D.3

Key risks specific to
the securities and risk
warning to the
investor:

Credit risk: The Notes are direct, unsecured and unsubordinated obligations
of the Issuer and not of any other person. If the Issuer's financial position
were to deteriorate, there could be a risk that the Issuer would not be able to
meet its obligations under the Notes (the Issuer's credit risk). If the Issuer
becomes insolvent or defaults on its obligations under the Notes, in the worst
case scenario, investors in the Notes could lose all of their invested amounts.
In addition, the Notes are also subject to the credit risk of the Preference
Share Issuer. If the Preference Share Issuer becomes insolvent there could
be a risk that the Preference Shares are redeemed worthless and therefore the
value of the Notes would become zero as well. In such worst case scenario
investors would lose all of their invested amount.

The Notes are unsecured obligations: The Notes are not secured over any
asset. Therefore, the investor would not be able to enforce security as a
method of recouping payments due under the Notes if the Issuer were to
become insolvent and cease to be able to pay such amounts.

The Notes are not ordinary debt securities: The Notes do not pay interest,
and, upon redemption, either the Notes may return less than the amount
invested or nothing.

No ownership rights: The Notes do not confer any legal or beneficial
interest or any voting or dividend rights in the Preference Shares or the
securities underlying the Index or Indices.

There may be no active trading market or secondary market for liquidity
for Notes: Any Series of Notes may not be widely distributed and there may
not be an active trading market, nor is there assurance as to the development
of an active trading market. If there is no liquid market, investors may not
be able to realise their investment in the Notes until maturity of such Notes
or may not realise a return that equals or exceeds the purchase price of their
Notes.

Illegality or changes in tax law may cause the Issuer's obligations under
the Notes to be redeemed early: If the Calculation Agent determines the
performance of the Issuer's obligations under any Notes shall have become
unlawful or impracticable, or if the Issuer determines that it has become
liable for, or payments under the Notes have become subject to, any taxes,
the Issuer may redeem the Notes and pay a sum determined by reference to
the value of the Preference Shares at the time of such redemption. As a
result, Noteholders will forgo any future appreciation in the underlying
Index or Indices and may suffer a loss of some or all of their investments.

Taxation: All payments under the Notes will be made without deduction of
United Kingdom taxes unless otherwise required. Investors should therefore
be aware that they may be subject to taxes in respect of transactions
involving Notes depending, amongst other things, upon the status of the
potential purchaser and laws relating to transfer and registration taxes.

Capital risks relating to Notes: The Notes are not principal protected and
accordingly the repayment of any amount invested in Notes and any return
on investment is not guaranteed. As a result the investors' capital can fall
below the amount initially invested. Unlike a savings account or similar
investment, an investment in the Notes is not covered by the UK Financial
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Services Compensation Scheme.

Certain factors affecting the value and trading price of Notes: Amounts
payable under the Notes may be affected by fluctuation in value of the Index
or securities underlying an Index, changes in interest rates, time remaining to
redemption and dividend rates on the securities underlying an Index.

Conflicts of Interest may arise between the Issuer or its affiliates and the
Noteholders: The Issuer or its affiliates may enter into hedging or other
transactions (i) relating an Index or to securities underlying an Index or (ii)
with issuers of securities underlying an Index. The Issuer or its affiliates may
also publish research or other reports relating to Indices or securities
underlying an Index. Any such activities may have a positive or negative
effect on the value of Notes relating to such Indices. In addition, the Issuer
may assume roles as hedging counterparty or calculation agent under the
Notes. In respect of any of these roles the Issuer may have interests that
conflict with the interests of Noteholders.

Furthermore, HSBC Bank plc or HSBC France is the calculation agent in
respect of Notes and also acts as calculation agent in respect of the
Preference Shares. As a result of this relationship, potential conflicts of
interest may arise for HSBC Bank plc and HSBC France in acting in their
respective capacities. HSBC France or HSBC Bank plc may contract with
the Preference Share Issuer and/or enter into transactions, including hedging
transactions, which relate to the Preference Share Issuer or the Preference
Shares. In respect of any of these roles HSBC Bank plc and HSBC France
may have interests that conflict with the interests of Noteholders.

Calculation Agent's discretion and valuations: Calculation of amounts
payable in respect of redemption of the Notes may be made by reference to
levels published on exchanges or other quotation systems and, in the absence
of such display, at an amount determined by the Calculation Agent at its sole
and absolute discretion acting in good faith. The Calculation Agent may be
permitted to use its proprietary models to set the terms of adjustments which
may be made under the Notes which may be difficult to verify without
expertise in valuation models.

[Commission and cost of hedging: The Issue Price of the Notes may
include the distribution commission or fee charged by Issuer and/or its
affiliates and the cost or expected costs of hedging the Issuer's obligations
under the Notes (if any). Accordingly, there is a risk that, upon issue the
price of Notes in the secondary market would be lower than the original
Issue Price of the Notes. ]

Exchange rate risks: The Issuer will pay amounts in respect of the Notes in
the Settlement Currency. Where the Settlement Currency is not the same as
the investor's preferred currency, the realisable value of the investment in the
investor's preferred currency may be at risk from fluctuations in the
exchange rate.

Market Disruption Events and Additional Disruption Events: In the case
of early closure of the relevant exchange, disruption of such exchange or
suspension of trading on such exchange ("Market Disruption Events") or a
hedging disruption, a change in applicable laws, an increased cost of hedging
("Additional Disruption Events") or in case of an index cancellation or
modification or disruption in the publication of the index (each, an "Index
Adjustment Event"), postponement or adjustment of valuations in case of a
Market Disruption Event or adjustment of terms or redemption of the Notes
in case of an Additional Disruption Event or Index Adjustment Event in
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respect of such Notes may have an adverse effect on the value of such Notes.

D.6

Key risks specific to
the securities and risk
warning to investors:

Credit risk: The Notes are direct, unsecured and unsubordinated obligations
of the Issuer and not of any other person. If the Issuer's financial position
were to deteriorate, there could be a risk that the Issuer would not be able to
meet its obligations under the Notes (the Issuer's credit risk). If the Issuer
becomes insolvent or defaults on its obligations under the Notes, in the worst
case scenario, investors in the Notes could lose all of their invested amounts.
In addition, the Notes are also subject to the credit risk of the Preference
Share Issuer. If the Preference Share Issuer becomes insolvent there could
be a risk that the Preference Shares are redeemed worthless and therefore the
value of the Notes would become zero as well. In such worst case scenario
investors would lose all of their invested amount.

The Notes are unsecured obligations: The Notes are not secured over any
asset. Therefore, the investor would not be able to enforce security as a
method of recouping payments due under the Notes if the Issuer were to
become insolvent and cease to be able to pay such amounts.

The Notes are not ordinary debt securities: The Notes do not pay interest,
and, upon redemption, either the Notes may return less than the amount
invested or nothing.

No ownership rights: The Notes do not confer any legal or beneficial
interest or any voting or dividend rights in the Preference Shares or the
securities underlying the Index or Indices.

There may be no active trading market or secondary market for liquidity
for Notes: Any Series of Notes may not be widely distributed and there may
not be an active trading market, nor is there assurance as to the development
of an active trading market. If there is no liquid market, investors may not
be able to realise their investment in the Notes until maturity of such Notes
or may not realise a return that equals or exceeds the purchase price of their
Notes.

Illegality or changes in tax law may cause the Issuer's obligations under
the Notes to be redeemed early: If the Calculation Agent determines the
performance of the Issuer's obligations under any Notes shall have become
unlawful or impracticable, or if the Issuer determines that it has become
liable for, or payments under the Notes have become subject to, any taxes,
the Issuer may redeem the Notes and pay a sum determined by reference to
the value of the Preference Shares at the time of such redemption. As a
result, Noteholders will forgo any future appreciation in the underlying
Index or Indices and may suffer a loss of some or all of their investments.

Taxation: All payments under the Notes will be made without deduction of
United Kingdom taxes unless otherwise required. Investors should therefore
be aware that they may be subject to taxes in respect of transactions
involving Notes depending, amongst other things, upon the status of the
potential purchaser and laws relating to transfer and registration taxes.

Capital risks relating to Notes: The Notes are not principal protected and
accordingly the repayment of any amount invested in Notes and any return
on investment is not guaranteed. As a result the investors' capital can fall
below the amount initially invested. Unlike a savings account or similar
investment, an investment in the Notes is not covered by the UK Financial
Services Compensation Scheme.

Certain factors affecting the value and trading price of Notes: Amounts
payable under the Notes may be affected by fluctuation in value of the Index
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or securities underlying an Index, changes in interest rates, time remaining to
redemption and dividend rates on the securities underlying an Index.

Conflicts of Interest may arise between the Issuer or its affiliates and the
Noteholders: The Issuer or its affiliates may enter into hedging or other
transactions (i) relating an Index or to securities underlying an Index or (ii)
with issuers of securities underlying an Index. The Issuer or its affiliates may
also publish research or other reports relating to Indices or securities
underlying an Index. Any such activities may have a positive or negative
effect on the value of Notes relating to such Indices. In addition, the Issuer
may assume roles as hedging counterparty or calculation agent under the
Notes. In respect of any of these roles the Issuer may have interests that
conflict with the interests of Noteholders.

Furthermore, HSBC Bank plc or HSBC France is the calculation agent in
respect of Notes and also acts as calculation agent in respect of the
Preference Shares. As a result of this relationship, potential conflicts of
interest may arise for HSBC Bank plc and HSBC France in acting in their
respective capacities. HSBC France or HSBC Bank plc may contract with
the Preference Share Issuer and/or enter into transactions, including hedging
transactions, which relate to the Preference Share Issuer or the Preference
Shares. In respect of any of these roles HSBC Bank plc and HSBC France
may have interests that conflict with the interests of Noteholders.

Calculation Agent's discretion and valuations: Calculation of amounts
payable in respect of redemption of the Notes may be made by reference to
levels published on exchanges or other quotation systems and, in the absence
of such display, at an amount determined by the Calculation Agent at its sole
and absolute discretion acting in good faith. The Calculation Agent may be
permitted to use its proprietary models to set the terms of adjustments which
may be made under the Notes which may be difficult to verify without
expertise in valuation models.

[Commission and cost of hedging: The Issue Price of the Notes may
include the distribution commission or fee charged by Issuer and/or its
affiliates and the cost or expected costs of hedging the Issuer's obligations
under the Notes (if any). Accordingly, there is a risk that, upon issue the
price of Notes in the secondary market would be lower than the original
Issue Price of the Notes.]

Exchange rate risks: The Issuer will pay amounts in respect of the Notes in
the Settlement Currency. Where the Settlement Currency is not the same as
the investor's preferred currency, the realisable value of the investment in the
investor's preferred currency may be at risk from fluctuations in the
exchange rate.

Market Disruption Events and Additional Disruption Events: In the case
of early closure of the relevant exchange, disruption of such exchange or
suspension of trading on such exchange ("Market Disruption Events") or a
hedging disruption, a change in applicable laws, an increased cost of hedging
("Additional Disruption Events") or in case of an index cancellation or
modification or disruption in the publication of the index (each, an "Index
Adjustment Event"), postponement or adjustment of valuations in case of a
Market Disruption Event or adjustment of terms or redemption of the Notes
in case of an Additional Disruption Event or Index Adjustment Event in
respect of such Notes may have an adverse effect on the value of such Notes.

Investors may lose the value of their entire investment or part of it, as
the case may be.
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Section E — Offer

E.2b

Reasons for the offer
and use of proceeds
when different from
making profit and/or

hedging certain risks:

The net proceeds from each issue of Notes will be used by the Issuer for
[profit making or risk hedging] [ ] purposes.

E.3

Description of the
terms and conditions
of the offer:

[An investor intending to acquire or acquiring Notes from an offeror
authorised by the Issuer, will do so, and the offer and sale of Notes to an
investor by such Authorised Offeror will be made, in accordance with
arrangements agreed between such Authorised Offeror and such investor

including as to price, allocations and settlement arrangements.

Offer Price:

Total amount of the issue/offer; if the amount is not
fixed, description of the arrangements and time for
announcing to the public the definitive amount of
the offer:

The time period, including any possible
amendments, during which the offer will be open:

Conditions to which the offer is subject:
Description of the application process:

Description of possibility to reduce subscriptions
and manner for refunding excess amount paid by
applicants:

Details of the minimum and/or maximum amount
of application:

Details of the method and time limits for paying up
the securities and delivering of the securities:

Manner in and date on which results of the offer
are to be made public:

Procedure for exercise of any right of pre-emption,
negotiability of subscription rights and treatment of
subscription rights not exercised:

Whether tranche(s) have been reserved for certain
countries:

Process for notification to applicants of the amount
allotted and the indication whether dealing may
begin before notification is made:

Amount of any expenses and taxes specifically
charged to the subscriber or purchaser:

Name(s) and address(es), to the extent known to
the Issuer, of the placers in the various countries

[Issue Price] [ ]

] [Not Applicable]

] [Not Applicable]

] [Not Applicable]

] [Not Applicable]

] [Not Applicable]

] [Not Applicable]

] [Not Applicable]

] [Not Applicable]

] [Not Applicable]

] [Not Applicable]

] [Not Applicable]

] [Not Applicable]
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where the offer takes place:

Name and address of any paying agents and [ ][Not Applicable]
depositary agents in each country:

Name and address if the entities which have a firm [ ][Not Applicable]
commitment to act as intermediaries in secondary

trading, providing liquidity through bid and offer

rates and description of the main terms of their

commitment:

[Not Applicable. The Notes will not be publicly [ ][Not Applicable]]
offered.]

E.4

Description of any
interests material to
the issue/offer,
including conflicting
interests:

The Issuer or its affiliates may engage in hedging or other transactions
involving the relevant [Index] [Indices] which may have a positive or
negative effect on the value of such [Indices] [Index] and therefore on the
value of any Notes to which they relate. Certain affiliates of the Issuer may
also be the counterparty to the hedge of the Issuer's obligations under an
issue of Notes and the Calculation Agent is responsible for making
determinations and calculations in connection with the Notes in its sole and
absolute discretion acting in good faith. The Issuer or its affiliates may from
time to time advise the issuer or obligors of, or publish research reports
relating to, the [Indices] [Index]. The views or advice may have a positive or
negative effect on the value of the [Indices] [Index] and may be inconsistent
with purchasing or holding the Notes relating to the [Indices] [Index].

Furthermore, HSBC Bank plc or HSBC France is the calculation agent in
respect of Notes and also acts as calculation agent in respect of the
Preference Shares. As a result of this relationship, potential conflicts of
interest may arise for HSBC Bank plc and HSBC France in acting in their
respective capacities.

[Fees [are] [may be] payable by the Issuer to the Dealer[s] acting as
underwriter(s) of issues of the Notes.]

[[Save as disclosed above no,] [No] person involved in the offer of the Notes
has an interest material to the offer.] [The following additional interest(s) are
material to issues of the Notes: [ ].]]

E.7

Estimated expenses
charged to the
investor by the Issuer
or the offeror:

[The expenses charged to the investor by the Issuer will consist of [ ] per
cent. commission in respect of the offer of the Notes which will be [included
in the Issue Price of the Notes] [payable by the investor].]

[Not Applicable. [Expenses in respect of the Notes are not charged directly
by the Issuer to the investor.] [No commission in respect of the offer of the
Notes will be payable by the investor.]]
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PART | - INFORMATION RELATING TO THE NOTES AND WARRANTS GENERALLY
SECTION 1.1 - SUMMARY

This section provides an overview of information included in this Base Prospectus. It includes blank
placeholders for options provided for under the Programme which will only be known at the time of each
issuance of Notes or Warrants (as applicable). A completed summary of each individual issue will be annexed
to the relevant Final Terms.

Summaries are made up of disclosure requirements known as "Elements”. These elements are numbered in
Sections A-E (A.1-E.7).

This summary contains all the Elements required to be included in a summary for this type of securities and
issuer. Because some Elements are not required to be addressed, there may be gaps in the numbering sequence
of the Elements.

Even though an Element may be required to be inserted in the summary because of the type of securities and
issuer, it is possible that no relevant information can be given regarding the Element. In this case a short
description of the Element is included in the summary with the mention of "Not Applicable™.

Section A — Introduction and Warnings

Al Introduction and | This summary must be read as an introduction to the prospectus and any
Warnings: decision to invest in the Notes or Warrants should be based on a consideration
of the prospectus as a whole by the investor, including any information
incorporated by reference and read together with the relevant final terms.

Where a claim relating to the information contained in the prospectus is
brought before a court in a Member State of the European Economic Area, the
claimant may, under the national legislation of the Member States, be required
to bear the costs of translating the prospectus before the legal proceedings are
initiated.

Civil liability attaches only to those persons who have tabled this summary
including any translation thereof, but only if this summary is misleading,
inaccurate or inconsistent when read together with the other parts of the
prospectus or it does not provide, when read together with the other parts of the
prospectus, key information in order to aid investors when considering whether
to invest in the Notes or Warrants.

A2 Consent by the Not Applicable. The prospectus has been prepared solely in connection with
Issuer to the use the admission of Notes and Warrants to trading on a regulated market pursuant
of the prospectus | to Article 3(3) of the Prospectus Directive and there will be no public offer of
in subsequent the Notes or Warrants. The Issuer does not consent to the use of the prospectus
resale or final for subsequent resales.

placement of the
securities,
indication of offer
period and
conditions to
consent for
subsequent resale
or final placement

and warning:
Section B — Issuer
B.1 Legal and The legal name of the issuer is HSBC Bank plc (the "lIssuer™) and, for the
commercial name | purposes of advertising, the Issuer uses an abbreviated version of its name,
of the Issuer: HSBC.
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B.2

Domicile and
legal form of the
Issuer, the
legislation under
which the Issuer
operates and its
country of
incorporation:

The Issuer is a public limited company registered in England and Wales under
registration number 14259. The liability of its members is limited. The Issuer
was constituted by Deed of Settlement on 15 August 1836 and in 1873,
registered under the Companies Act 1862 as an unlimited company. It was re-
registered as a company limited by shares under the Companies Acts 1862 to
1879 on 1 July 1880. On 1 February 1982 the Issuer re-registered under the
Companies Acts 1948 to 1980 as a public limited company.

The Issuer is subject to primary and secondary legislation relating to financial
services and banking regulation in the United Kingdom, including, inter alia,
the UK Financial Services and Markets Act 2000 as amended, for the purposes
of which the Issuer is an authorised person carrying on the business of
financial services provision. In addition, as a public limited company, the
Issuer is subject to the UK Companies Act 2006.

B.4b

Known trends
affecting the
Issuer and the
industries in
which it
operates:*

The UK recovery continued through the second half of 2014, though the pace
of expansion moderated towards the end of the year. Preliminary estimates
indicate that the annual rate of growth of real Gross Domestic Product
("GDP") was 2.6 per cent. The unemployment rate fell to 5.7 per cent in the
three months to December and wage growth accelerated slightly from a very
low level. The annual Consumer Price Index ("CPI") measure of inflation
reached a 14-year low of 0.5 per cent in December. After a period of rapid
activity in 2013 and the early months of 2014, there were signs that both
economic activity and price inflation in the housing market were moderating as
the year ended. The Bank of England kept the Bank Rate steady at 0.5 per cent.

The recovery in eurozone economic activity in 2014 was slow and uneven
across Member States. Real GDP in the region as a whole grew by 0.9 per cent
in the year. The German and Spanish economies grew by 1.6 per cent and 1.5
per cent, respectively, while French GDP grew by a more modest 0.4 per cent.
Eurozone inflation fell to minus 0.2 per cent in December, prompting fears that
the region could move towards a sustained period of deflation. The likelihood
that low growth and inflation could persist for an extended period prompted
the European Central Bank ("ECB") to cut the main refinancing rate and the
deposit rate to 0.05 per cent and minus 0.2 per cent, respectively, in September
and embark on a policy of balance sheet expansion starting with purchases of
covered bonds and asset-backed securities.

In Turkey, the annual rate of GDP growth slowed in the third quarter to 1.7 per
cent largely driven by a slowdown in private consumption. The annual rate of
private investment has been particularly weak throughout 2014, averaging
minus 1.6 per cent in the first three quarters. CPI inflation remained elevated at
8.2 per cent in December, well above the Central Bank of Turkey's ("CBRT")
target of 5.0 per cent. Despite elevated inflation and the sizeable deficit in
Turkey’s current account position, the CBRT began easing monetary policy in
the second quarter, cutting the key interest rate in May, June and July to reach
8.25 per cent down from 10 per cent at the start of the year.

B.5

The group and
the Issuer’s
position within

The whole of the issued ordinary and preference share capital of the Issuer is
beneficially owned by HSBC Holdings plc ("HSBC Holdings", together with
its subsidiaries, the "HSBC Group"). The Issuer is the HSBC Group's

! Element B.4b (Known trends affecting the Issuer and the industries in which it operates) of the Summary
has been updated for the updated trend information relating to the economic outlook in the UK, the
eurozone and Turkey, as set out in the 2014 Annual Report and Accounts of the Issuer.
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the group:? principal operating subsidiary undertaking in Europe.
The HSBC Group is one of the largest banking and financial services
organisations in the world. Its international network covers 74 countries and
territories in Europe, Asia, Middle East and North Africa, North America and
Latin America. Its total assets as at 31 December 2014 were U.S.$2,634
billion.

B.9 Profit forecast or | Not Applicable. There are no profit forecasts or estimates made in the
estimate: prospectus.

B.10 | Nature of any Not Applicable. There are no qualifications in the audit reports on the audited,
qualifications in consolidated financial statements of the Issuer for the financial years ended 31
the audit reports | December 2013 or 31 December 2014.
on the historical
financial
information:

B.12 | Selected key The selected key financial information regarding the Issuer set out below has
financial been extracted without material adjustment from the audited consolidated
information, no financial statements of the Issuer for the years ended 31 December 2013 and
material adverse | 31 December 2014.
change and no
significant change
statement:?

Year Ended
31 31
December December
2014 2013

For the year (Em)
Profit on ordinary activities before tax (reported basis) .........ccccovereierernieicicnnnns 1,953 3,294
Total OPerating INCOME ......c.coviveuiiiiieiee s 14,202 15,868
Net operating income before loan impairment charges and other credit risk
PPOVISIONS ...ttt bbbttt b e bbb e b et bt ebe s 11,886 12,840
Profit attributable to shareholders of the parent company..........c.ccccceevviecininene. 1,354 2,495
At year-end (Em)
Total equity attributable to shareholders of the parent company............cccccvveneee. 36,078 32,370
Risk Weighted aSSEtS™..........ccovvivreeiereeeeeeeeieesese s 243,652 185,879
Loans and advances to customers (net of impairment allowances)... 257,252 273,722
CUSEOMEY ACCOUNTS.......eevitieriiserie sttt 346,507 346,358
Capital ratios (%6)*
Common Equity Tier / Core Tier 1 ratio........c.coeeeeirneeninnnecinneee s 8.7 12.1
Tier 1 ratio.............. 10.3 13.0
Total CaPItAl FALIO.......ceeeieeecee s 13.8 18.0
Performance ratios (%)
Risk adjusted revenue growth?...............cc.cveveeveereeeeereiesesisseeseeseeseeseesseeseesesseenens (3.6) 5.6
Return on average shareholders' equity of the parent company?®... 42 7.9
Post-tax return on total aSSetS ..........cocoeeirrreerinreeesee e 0.2 0.3
Pre-tax return on average risk-weighted assets .. 0.8 17
Dividend PAYOUL FAtIO .............vvvereeee i en 69.7 48.7

Credit coverage ratios (%)

Element B.5 (The group and the Issuer's position within the group) of the Summary has been updated for
the updated financial information relating to the 12 months ended 31 December 2014, as set out in the 2014

Annual Report and Accounts of the Issuer.

Element B.12 (Selected key financial information, no material adverse change and no significant change
statement) of the Summary has been updated for the updated financial information relating to the 12 months

ended 31 December 2014, as set out in the 2014 Annual Report and Accounts of the Issuer.
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Loan impairment charges as a percentage of total operating income............... 3.2 6.1
Loan impairment charges as a percentage of average gross customer advances... 0.2 0.4

Efficiency and revenue mix ratios (%0)
Cost efficiency ratio (reported Dasis)®...........co.coeverureeeveerrresesiisseesseeessssesesensons 79.8 66.8
As a percentages of total operating income:

= NELINTEIESE INCOME ...ttt re et 46.7 43.9
- net fee income....... 23.0 21.0
- net trading income 11.3 15.0
Financial ratios (%0)

Ratio of customer advances to CUSLOMEr aCCOUNTS ........ccocvvveveririrerecieier e 74.2 79.0
Average total shareholders' equity to average total assets.............cccevveerirnnnnne. 4.2 3.8

CRD Il capital rules.

Current period RWAs and ratios are based on CRD 1V rules (refer to page 86). Comparative period RWAs and ratios are based on

Risk-adjusted revenue growth is measured as the percentage change in reported net operating income after loan impairment and

other credit risk charges compared to the previous year.

The return on average total shareholders' equity is defined as profit attributable to shareholders of the parent company divided by

the average total shareholders' equity.

Dividends declared in respect of or for that year per ordinary share expressed as a percentage of basic earnings per share.
The cost efficiency ratio is defined as total operating expenses divided by net operating income before loan impairment charges
and other credit risk provisions.

There has been no material adverse change in the prospects of the Issuer since
31 December 2014 and no significant change in the financial position of the
Issuer and its subsidiaries (the "Group") since 31 December 2014.

B.13 | Recent events Not Applicable. There have been no recent events particular to the Issuer
particular to the which are to a material extent relevant to the evaluation of its solvency.
Issuer which are
to a material
extent relevant to
the evaluation of
the Issuer's
solvency:

B.14 | Dependence upon | The Issuer is a wholly owned subsidiary of HSBC Holdings.
other entities
within the group: | The Issuer and its subsidiaries form a UK-based group. The Issuer conducts

part of its business through its subsidiaries and is accordingly dependent upon
those members of the Group.

B.15 | The Issuer's The Group provides a comprehensive range of banking and related financial
principal services. The Group divides its activities into four business segments: Retail
activities: Banking and Wealth Management; Commercial Banking; Global Banking and

Markets; and Global Private Banking.

B.16 | Controlling The whole of the issued ordinary and preference share capital of the Issuer is

persons: owned directly by HSBC Holdings.
Section C — Securities
C1 Description of Issuance in series:

type and class of
securities:

Notes and Warrants will be issued in series which may comprise one or more
tranches. Each Tranche issued under a series will have identical terms, except
that different tranches of Notes may comprise Notes in bearer form ("Bearer
Notes") or registered form ("Registered Notes") and different tranches of
Warrants may comprise Warrants in registered form ("Registered
Warrants"). The issue dates and issue prices under different tranches may
also vary.

- 46-




[The [Bearer] [Registered] [Notes] being issued are tranche [ ] Notes (the
"Notes")]] [The Registered Warrants being issued are tranche [ ] Warrants
(the "Warrants")] [and are to be consolidated and form a single series with
[ Tissuedon[ ] withISIN: [ ]and Common Code: [ ][and CUSIP:[ 1]]
[and Valoren Number: [ 1] [and SEDOL.: [ 1] [(the "Original Issue Security
Identification Number[s]")]].

Form of Notes:
[Bearer Notes in definitive form:

Bearer Notes will be issued in definitive form and each definitive Bearer Note
will carry a unique serial number. Bearer Notes are negotiable instruments and
legal title to each will pass by physical delivery.]

[Bearer Notes in global form:

[Bearer Notes will initially be issued as temporary global Notes exchangeable
for permanent global Notes which are exchangeable for definitive Bearer
Notes, or registered Notes in definitive form in certain limited circumstances.]

[Bearer Notes will be issued in global form and deposited with a common
depositary for Euroclear Bank SA/NV ("Euroclear") and/or Clearstream
Banking, société anonyme (“Clearstream, Luxembourg"). Changes in
beneficial interests in such Bearer Notes will be recorded as book-entries in the
accounts of Euroclear and/or Clearstream, Luxembourg.]

[Registered Notes in definitive form:

[Registered Notes will be issued in registered form as certificates and each
certificate will carry a unique serial number. Registered Notes are not
negotiable instruments and legal title to each will pass by registration of the
unique serial number against a Noteholder's name in a register maintained by
[HSBC Bank plc] [HSBC Bank USA, National Association] in its capacity as
registrar (the "Registrar™).]

[Registered Notes in global form:

Registered Notes will be issued in global form and [a Rule 144A global
registered note will be deposited with a custodian for, and registered in the
name of a nominee for, the Depository Trust Company ("DTC™)] [a restricted
global registered note will be [deposited with a custodian for, and registered in
the name of a nominee for, the Depository Trust Company ("DTC")]
[deposited with and registered in the name of a common depositary (or its
nominee) for Euroclear Bank SA/NV ("Euroclear") and/or Clearstream
Banking, société anonyme ("Clearstream, Luxembourg")] [[an unrestricted
global registered note] [a combined global registered note] will be deposited
with and registered in the name of a common depositary (or its nominee) for
Euroclear Bank SA/NV ("Euroclear™) and/or Clearstream Banking, société
anonyme (“"Clearstream, Luxembourg")].]

[Form of Warrants:

Warrants will be issued in registered form as certificates and each certificate
will carry a unique serial number. Legal title to Warrants will pass by
registration of the unique serial number against a Warrantholder's name in a
register maintained by, and subject to the regulations of HSBC Bank plc in its
capacity as registrar (the "Warrant Registrar").
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The Warrants will be issued in registered form and represented by

[a restricted global registered warrant which will be [deposited with a
custodian for, and registered in the name of a nominee for the Depository Trust
Company ("DTC")][deposited with a common depositary for, and registered in
the name of a common nominee for Euroclear Bank S.A./N.V. ("Euroclear")
and Clearstream Banking, société anonyme (“Clearstream, Luxembourg")]
[and]

[[[an unrestricted global registered warrant] [a combined global registered
warrant] which will be deposited with a common depositary for, and registered
in the name of a common nominee for Euroclear Bank S.AJ/N.V.
("Euroclear") and Clearstream Banking, société anonyme ("Clearstream,
Luxembourg™)]

Security Identification Number([s]:

The [[Bearer/Registered] Notes] [Warrants] have been accepted for clearance
through [Euroclear and/or Clearstream, Luxembourg] [DTC] and will be
allocated the following Security Identification Number[s] [to be consolidated
with the Original Issue Security Identification Number[s]]:

ISIN Code: [ ]

Common Code: [ ]

[CUSIP: [ 1

[SEDOL: [ 1]

Cz2

Currency of the
securities issue:

The settlement currency of the [Notes][Warrants] is [ ] (the "Settlement
Currency")

C5

Description of
any restrictions
on the free
transferability of
the securities:

The Notes and Warrants are freely transferable. However, there are
restrictions on the offer and sale of the [Notes][Warrants]. The Issuer and [ ]
[(the "Dealer[s]") [(the "Manager[s]")] have agreed restrictions on the offer,
sale and delivery of the [Notes][Warrants] and on distribution of offering
materials in Australia, the Dubai International Financial Centre, the European
Economic Area, France, Hong Kong, India, Indonesia, Italy, Japan, the
Kingdom of Bahrain, Korea, Malaysia, Mexico, New Zealand, Norway, the
People's Republic of China, Philippines, Russia, Saudi Arabia, Singapore,
Spain, Switzerland, Taiwan, Thailand, The Netherlands, the United Arab
Emirates (excluding the Dubai International Financial Centre), the United
Kingdom, the United States of America and Vietnam. In addition, investors of
the [Notes][Warrants], by their purchase of the [Notes][Warrants], will be
deemed to have given certain representations, warranties, undertakings,
acknowledgements and agreements.

C.8

The rights
attaching to the
securities,

including ranking
and limitations to
those rights:

Status of the Notes and Warrants:

The Notes and Warrants will be direct, unsecured and unsubordinated
obligations of the Issuer and will rank equally and without preference among
themselves and, at their date of issue, with all other unsecured and
unsubordinated obligations of the Issuer (unless preferred by law).

Interest Payments:

Neither the Notes nor the Warrants bear interest.
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Early redemption/termination for illegality:

If the Calculation Agent determines that the performance of the Issuer's
obligations has become unlawful or impracticable in whole or in part for any
reason, the Issuer will be entitled to redeem the Notes or terminate the
Warrants early and pay the relevant investor an amount per Note or Warrant
(as applicable) equal to the fair market value of such Note or Warrant or such
other amount specified in the relevant final terms ("Final Terms").

Early redemption for taxation reasons:

If the Issuer were required under the terms and conditions of the Notes (as
applicable) (the "Conditions™) to pay additional amounts in respect of tax, the
Issuer may subject to prior notice to the holders of such Notes, redeem or
terminate all, but not some only, of such Notes and pay the relevant investor an
amount per Note equal to the fair market value of such Note or such other
amount specified in the relevant Final Terms.

Modification and substitution:

Modifications to the Conditions may be made without the consent of any
holders of Notes and Warrants to cure any ambiguity or manifest error or
correct or supplement any Conditions provided that: (i) the modification is
not materially prejudicial to the interest of holders of Notes or Warrants (as
applicable); (ii) the modification is of a formal, minor or technical nature or is
to correct a manifest error or is to comply with mandatory provisions of the
law of the Issuer's jurisdiction of incorporation; or (iii) the modification
corrects inconsistency between the Conditions and the relevant termsheet
relating to the Notes or Warrants (as applicable). The Notes and Warrants
permit the substitution of the Issuer with its affiliates without the consent of
any holders of Notes/Warrants where the Issuer provides an irrevocable
guarantee of the affiliate's obligations.

[Events of default of the Notes:

The following events constitute events of default (each, an "Event of Default")
under the Notes and would entitle the Noteholder to accelerate the Notes: (i) a
continuing default in the repayment of any principal due on the Notes for more
than 14 days, provided that the reason for non-payment is not compliance
with any fiscal or other law or regulation or court order, or that there is doubt
as to the validity of such law, regulation or order in accordance with
independent legal advice from advisers which is acceptable to HSBC Bank plc,
acting in its capacity as principal paying agent (the "Principal Paying
Agent™); or (ii) the passing of a winding-up order in relation to the Issuer. On
an Event of Default the Notes will be redeemed against payment of an amount
per Note equal to [the fair market value of such Note] [ ].]

[No events of default: There are no events of default applicable to the
Warrants.]

Meetings of Noteholders

The Conditions of the Notes contain provisions for calling meetings of
Noteholders to consider matters affecting their interests generally. These
provisions permit defined majorities to bind all Noteholders including
Noteholders who did not attend and vote at the relevant meeting and
Noteholders who voted in a manner contrary to the majority.]
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No guarantee or security:

The Notes and Warrants are the obligations of the Issuer only and are
unsecured.

Taxation:

All payments by the Issuer in respect of the Notes and Warrants will be made
without deduction of any taxes including United Kingdom taxes unless the
Issuer is required by law to withhold or deduct any such taxes. Therefore,
Noteholders or Warrantholders (as applicable) will be liable for and/or subject
to any taxes, including withholding tax, stamp duty, stamp duty reserve tax
and/or similar transfer taxes, payable in respect of the Notes or Warrants (as
applicable).

Governing Law:

English law.

C.11 | Listing and Application [has been] [will be] made to admit the [Notes][Warrants] to the
trading: Official List of the United Kingdom Financial Conduct Authority and to

trading on the regulated market of the London Stock Exchange plc.

C.15 | Description of | The [Notes][Warrants] are designed to track the price of [ ] (the
how the value of | "Underlying") converted into the currency of the [Note][Warrant] (if
the investment is | applicable). The [Final Redemption Amount] [Cash Settlement Amount]
affected by the | payable on redemption of any [Note][Warrant] is linked to a fixed [amount]
value of  the | [level] of the Underlying by way of a hedge in respect of such fixed [amount]
underlying [number] of the Underlying (whether directly or synthetically). In general, as
instrument: the [level] [price] of the Underlying increases or decreases, so will the [Final

Redemption Amount payable in respect of such Notes] [Cash Settlement
Amount payable in respect of such Warrants]. Similarly, changes in the value
of the relevant currency rate will change the value of the [Notes][Warrants].
The quoted [price] [level] of the Underlying converted into the currency of the
[Note][Warrant] (if applicable) may diverge from the [Final Redemption
Amount payable under the Note] [Cash Settlement Amount payable under the
Warrant] owing to disparity between any hedge and the Underlying, and to the
deduction of costs, such as, amongst other things, brokers fees, transaction
processing fees and actual or potential taxes, and including those costs that
would be incurred by the Issuer and/or its designated affiliates of hedging the
Underlying whether directly or synthetically, and a fee to be retained by the
Issuer, the [Dealer(s)][Manager(s)] and/or their affiliates.

[Not Applicable. [The Notes have a denomination of more than EUR 100,000
(or its equivalent in another currency) per Note.] [The Warrants can only be
acquired for consideration of at least EUR 100,000 per Warrant.]]

C.16 | Expiration or The Notes and Warrants will be cash-settled.
maturity date of
securities [The maturity date of the Notes is [ ] (the "Maturity Date").] [The expiry date

in respect of the Warrants is [ ] (the "Expiry Date"). The Warrants are
"European Style Warrants" and are therefore exercisable on the Expiry Date.]

C.17 | Settlement The Notes and Warrants will be cash-settled.

procedure:

All payments to [Noteholders][Warrantholders] will be paid through
[DTC][,/and] [Euroclear] [and/or] [Clearstream, Luxembourg].
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C.18

Return on
securities:

The [Notes/Warrants] are ["Underlying Security-Linked [Notes/Warrants]"]
["Underlying ETF-Linked [Notes/Warrants]"] ["Underlying Fund-Linked
[Notes/Warrants]"] ["Underlying Index-Linked [Notes/Warrants]"] and are
linked to a [single underlying security] [basket of underlying securities] [single
underlying ETF] [basket of underlying ETFs] [single underlying fund] [basket
of underlying funds] [underlying index] [basket of underlying indices] (the
"Underlying").

The Notes and Warrants are market access products, which are designed for
investors who wish to be exposed to fluctuations in the price of the
Underlying, but who do not wish to or are not able to hold the relevant
Underlying itself. In addition, the Notes and Warrants are designed to allow
investors to get exposure to the Underlying even though it may be priced
locally in a less accessible currency or currencies.

[A Noteholder will receive one type of payment under the Notes: the Final
Redemption Amount] [There are [two/three] types of payment a Noteholder
will receive under the Notes: the "Final Redemption Amount" [and/,] [any
"Additional Payments"] [and] [the "Supplementary Amount"].

[A Warrantholder will receive one type of payment under the Warrants: the
Cash Settlement Amount]. [There are [two/three] types of payment a
Warrantholder will receive under the Warrants: the "Cash Settlement Amount"
[and/,] [any "Additional Payments"] [and] [the "Supplementary Amount"].

Payments at maturity or on exercise

The [Notes/Warrant] will have a [Final Redemption Amount/Cash Settlement
Amount] which will be calculated in a different manner depending on whether
the [Notes/Warrants] are Underlying ETF-Linked [Notes/Warrants],
Underlying Fund-Linked [Notes/Warrants], Underlying Index-Linked
[Notes/Warrants] or Underlying Security-Linked [Notes/Warrants].

[The [Notes/Warrants] are [Underlying ETF-Linked] [Underlying Security-
Linked] [Notes/Warrants] and accordingly the [Final Redemption
Amount/Cash Settlement Amount] will be the greater of 0.03 per cent. of the
issue price per [Note/Warrant] and the Realisable Sale Price. The Realisable
Sale Price per [Note/Warrant] will be equal to:

o if the Issuer or any of its affiliate(s) hold the underlying assets and
dispose of them, the amount per [Note/Warrant] received from such
disposal, less any costs and converted into the currency of the
[Note/Warrant] (if applicable);

o if neither the Issuer nor any of its affiliate(s) hold the underlying
assets but is party to a hedge or other arrangement relating to the
[Notes/Warrants] being [redeemed/exercised], the effective price at
which such hedge or other arrangement was realised or unwound, less
any costs and converted into the currency of the [Notes/Warrants] (if
applicable); or

o if neither the Issuer nor any of its affiliate(s) hold the underlying
assets nor are party to a hedge or other arrangement relating to the
[Notes/Warrants] being [redeemed/exercised], the amount per
[Note/Warrant] a notional, direct holder of the underlying assets of
the [Notes/Warrants] would receive from disposing of them on
[maturity/expiry], less any costs and converted into the currency of
the [Note/Warrant] (if applicable).]

-51-




[The [Notes/Warrants] are Underlying Fund-Linked [Notes/Warrants] and
accordingly the [Final Redemption Amount/Cash Settlement Amount] will be
the greater of 0.03 per cent. of the issue price per [Note/Warrant] and the
aggregate of the net redemption proceeds per share in the Underlying Fund a
hypothetical investor in shares in the Underlying Fund would have received on
the maturity date, converted into the currency of the [Note/Warrant] (if
applicable).]

[The [Notes/Warrants] are Underlying Index-Linked Notes and accordingly the
[Final Redemption Amount/Cash Settlement Amount] will be the greater of
0.03 per cent. of the issue price per [Note/Warrant] and the value at maturity of
any hedge or of the securities underlying the Underlying Index or Indices of
each [Note/Warrant] ("Realisable Sale Price Per Note"). The Realisable Sale
Price per [Note/Warrant] will be equal to:

o if the Issuer or its affiliate(s) is party to a hedge or other arrangement
relating to the [Notes/Warrants] being [redeemed/exercised], the
amount per [Note/Warrant] received from realising or unwinding such
hedge or other arrangement, less any costs and converted into the
currency of the [Note/Warrant] (if applicable); or

o if the Issuer nor its affiliate(s) are not party to a hedge or other
arrangement  relating to  the [Notes/Warrants] being
[redeemed/exercised], the amount per [Note/Warrant] a notional,
direct holder of the underlying assets of the [Notes/Warrants] would
receive from disposing of them on maturity, less any costs and
converted into the currency of the [Note/Warrant] (if applicable).]

If the actual or notional amounts received need to be converted into the
currency of the [Note/Warrant], the rate of exchange used will be either:

o if the Issuer or its affiliate(s) has an exchange transaction (whether
implicit as part of a hedge or other arrangement for the underlying
assets or as part of a separate arrangement), the rate of exchange
obtained under that arrangement; or

o if the Issuer or its affiliate(s) has not entered into an exchange
transaction the rate of exchange which a notional, direct holder of the
underlying assets of the [Notes/Warrants] would be able to obtain.

[In addition, a provision may be made for tax for [the][each] Underlying in the
PRC where the exact amount of tax payable is uncertain. The Issuer will
reimburse the [Noteholder/Warrantholder] to the extent the provision made
turns out to be too high, or the [Noteholder/Warrantholder] will reimburse the
Issuer to the extent it is too low. If no tax is determined to be payable by a
long-stop date, the Issuer will reimburse the [Noteholder/Warrantholder] for
the whole of the provision, provided that the [Noteholder/Warrantholder]
shall remain liable to the Issuer if the amount of tax is clarified subsequent to
the long-stop date.]

Additional Payments

If the [Notes/Warrants] are [Underlying Security-Linked] [Underlying ETF-
Linked] [Underlying Index-Linked] [Notes/Warrants], then holders of
[Notes][Warrants] will also potentially be entitled to Additional Payments.

[The [Notes/Warrants] are [Underlying Security-Linked] [Underlying ETF-
Linked] [Underlying Index-Linked] [Notes/Warrants] and the Additional
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Payments payable to holders of [Notes/Warrants] will be:

o if the Issuer or its affiliate(s) hold the appropriate underlying assets
(that is, the [shares or exchange-traded funds] [/[shares constituting
the underlying [index/indices]]), the aggregate amount of the net cash
dividend or distribution received;

o if the Issuer or its affiliate(s) hold a hedge or other arrangement for
the purposes of performing its obligations under the [Notes/Warrants],
the net cash dividend or distribution equivalent payment received
under the hedge or other arrangement;

o if the Issuer or its affiliate(s) do not hold any the underlying assets nor
are party to a hedge or other arrangement relating to the
[Notes/Warrants], the net amount a notional, direct holder of [the
underlying assets / the shares constituting the underlying
[index/indices] relating to the] [Notes/Warrants] would receive by
way of cash dividend or distribution; or

o if a non-cash dividend or distribution is made, the net cash value of
such non-cash dividend or distribution or, if the Issuer or its
affiliate(s) holds a hedge or other arrangement relating to the
[Notes/Warrants], the net cash adjustment or settlement received in
respect of such non-cash dividend or distribution under such hedge or
other arrangement,

in all cases, less any costs and converted into the currency of the
[Notes/Warrants] (if applicable).

If the actual or notional amounts need to be converted into the currency of the
[Note/Warrant], the rate of exchange used is either:

o if the Issuer or its affiliate(s) has an exchange transaction (whether
implicit as part of a hedge or other arrangement for the underlying
assets or as part of a separate arrangement), the rate of exchange
obtained under that arrangement; or

o if the Issuer or its affiliate(s) has not entered into an exchange
transaction, that which a notional, direct holder of the underlying
assets of the [Notes/Warrants] would be able to obtain.]

[Additional Payments do not apply to [Underlying Fund-Linked
Notes/Warrants] [this issue of Underlying Index-Linked Notes/Warrants].]

Supplementary Amounts:

[[This series of [Notes/Warrants] will entitle the holder of such
[Notes/Warrants] to an amount (the "Supplementary Amount") calculated on
the basis of a per annum rate applied to the initial price of the relevant equity
security underlying the [Note/Warrant], adjusted to take into account any costs
(including but not limited to brokers fees, transaction processing fees and
actual or potential taxes that would be incurred)[, less a percentage early
exercise cost retained by the Issuer if the [Notes/Warrants] are exercised prior
to their expiry date].

[Such Supplementary Amount will be payable in cash, as converted (where

applicable) from the Reference Currency into the Settlement Currency at a
specified exchange rate.]
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[Supplementary Amounts do not apply to [this series of [Underlying Security-
Linked] [Underlying ETF-Linked] [Notes/Warrants].

[Supplementary  Amounts do not apply to [Underlying Fund-
Linked][Underlying Index-Linked] [Notes/Warrants].

Interest Payments:

The [Notes][Warrants] do not bear interest.

C.19 | Exercise priceor | The calculations which are required to be made to calculate the [Final
final reference Redemption Amount/Cash Settlement Amount] will be based on the value of
price of the the [Underlying] [basket of Underlyings] determined by the Calculation Agent
underlying: being HSBC Bank plc. The Calculation Agent will determine the value of the

[Underlying] [basket of Underlyings] by reference to the actual or notional
value upon disposal or realisation of the [Underlying] [basket of Underlyings]
or the value of realising or unwinding a hedge or other arrangement in respect
of such [Underlying] [basket of Underlyings], in all cases deducting costs and
converting into the currency of the [Note][Warrant] (if applicable).

C.20 | Type of the Each series of Notes and Warrants is linked to the performance of one of the
underlying: following:

a security or basket of securities (together, the "Underlying Securities" and
each, an "Underlying Security") issued by a company or companies (together,
the "Underlying Companies" and each, an "Underlying Company") which
is/are listed and/or admitted to trading on one or more stock exchanges (such
Notes are referred to as, "Underlying Security-Linked Notes"); and such
Warrants are referred to as, "Underlying Security-Linked Warrants"); or

an index or basket of indices (together, the "Underlying Indices" and each, an
"Underlying Index") being composed of certain securities (together, the
"Reference Securities" and each, a "Reference Security") (such Notes are
referred to as, "Underlying Index-Linked Notes"); and such Warrants are
referred to as, "Underlying Index-Linked Warrants"); or

a fund or basket of funds (together, the "Underlying Funds" and each, an
"Underlying Fund") (such Notes are referred to as, "Underlying Fund-
Linked Notes"); and such Warrants are referred to as, "Underlying Fund-
Linked Warrants"); or

an exchange-traded fund or a basket of funds (together, the "Underlying
ETFs" and each, an "Underlying ETF") which is/are listed and/or admitted to
trading on one or more stock exchanges (such Notes are referred to as,
"Underlying ETF-Linked Notes") and such Warrants are referred to as,
"Underlying ETF-Linked Warrants").

The [Notes][Warrants] are

["Underlying [Security-/Fund-/ETF-]Linked [Notes/Warrants]", being
[Notes/Warrants] in relation to which the [Final Redemption Amount/Cash
Settlement Amount] is linked to [one security/fund/exchange-traded fund,
namely][a basket of securities/funds/exchange-traded funds, comprised of] [ ]
such [security/fund/exchange-traded fund] [Security/Fund/Exchange-Traded
Fund] [is/are] the Underlying [Security/Securities/Fund/Funds/Exchange-
Traded Fund/Exchange-Traded Funds] to which the [Notes/Warrants] are
linked. Underlying [Security-/Fund-/ETF-] Linked [Notes/Warrants] are also
referred to in the prospectus as "Underlying Equity-Linked
[Notes/Warrants]".
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["Underlying Index-Linked [Notes/Warrants]”, being [Notes/Warrants] in
relation to which the [Final Redemption Amount/Cash Settlement Amount] is
linked to [one index, namely] [a basket of indices, comprised of] [MSCI [ ]
Index] [FTSE [ ] Index] [TSWE [ ] Index] [Kospi [ ] Index] [Hang
Seng [ ] Index] [TOPIX [ ] Index] [S&P [ ] Index] [ 1]. Such
[index/basket of indices] [is/are] the Underlying [Index/Indices] to which the
[Notes/Warrants] are linked.]

References to "Underlying"”, either in the singular or plural form, shall refer to
any Underlying applicable to a series of [Notes/Warrants].

[Information on the Underlying can be found on [ ].]

Section D - Risks

D.2

Key risks specific
to the Issuer:*

The Group's financial results could be adversely affected by the global
economic outlook: Global economic growth remained weak in 2014 and oil
and commodity prices have declined significantly since the middle of 2014, as
a result of increasing global demand-supply imbalances. The fall in energy
prices over such a short span of time sharpens fiscal and financing challenges
for energy exporters, and although it brings benefits for oil importers, it also
accentuates deflationary risks. The prospect of low oil prices for a prolonged
period may also reduce investment in exploration and thus poses the danger of
significantly reducing future supply. The economic recovery in the eurozone is
still at risk. In spite of looser monetary policy, deflationary pressures persist as
a result of low oil prices. Acceleration in the structural reform agenda could
also accentuate such deflationary pressures in the short term. The Group's
results could be adversely affected by a prolonged period of low or negative
interest rates, low inflation levels or deflation and/or low oil prices.

The Issuer’s parent company is subject to regulatory commitments and
consent orders: HSBC Holdings has entered into agreements with US and UK
government agencies to comply with certain forward-looking obligations with
respect to anti-money laundering and sanctions requirements. Failure to
comply with the terms of such agreements may have a material adverse effect
on the Group.

UK and European banking structural reform legislation and proposals
could materially adversely affect the Group: Major changes to the corporate
structure and business activities of the Group, including the establishment of a
ring-fenced bank for retail banking activities, are expected pursuant to UK and
European banking structural reform legislation and proposals. The most likely
restructuring will involve separating the Issuer’s retail activities from the
Issuer.

The Group is subject to a number of legal and regulatory actions and
investigations: The Group is subject to a number of legal and regulatory
actions and investigations, the outcomes of which are inherently difficult to
predict. An unfavourable result in one or more of these could result in the
Group incurring significant expense, substantial monetary damages, loss of
significant assets, other penalties and injunctive relief, potential regulatory
restrictions on the Group's business and/or a negative effect on the Group's
reputation.

Unfavourable legislative or regulatory developments, or changes in the

Element D.2 (Key risks specific to the Issuer) of the Summary has been updated to reflect that the risk factor
entitled "The Group's financial results could be adversely affected by the global economic outlook™ is a risk

that the Issuer believes to be key to any assessment by an investor of whether to consider an investment in

the securities, and the risk factor entitled "The Group has experience to counterparties in the eurozone

which may be affected by a sovereign or currency crisis" is no longer such a risk.
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policy of regulators or governments could materially adversely affect the
Group: Financial service providers, including the Group, face increasingly
stringent and costly legal, regulatory and supervisory requirements,
particularly in the areas of capital and liquidity management, conduct of
business (including sales processes and incentives and product and investment
suitability), remuneration, recovery and resolution, operational structures and
the integrity of financial services delivery. Increased government intervention
and control over financial institutions, together with measures to reduce
systemic risk, may significantly alter the competitive landscape in which the
Group operates.

The Group is subject to the substance and interpretation of tax laws in the
jurisdictions in which it operates: The Group is subject to the substance and
interpretation of tax laws in all countries in which it operates, the risk
associated with changes in tax law or in the interpretation of tax law, the risk
of changes in tax rates and the risk of consequences arising from failure to
comply with procedures required by tax authorities.

The Group's operations are highly dependent on its information
technology systems: The reliability and security of the Group's information
and technology infrastructure and the Group's customer databases are crucial to
maintaining the service availability of banking applications and processes and
to protecting the HSBC brand. Critical systems failure, prolonged loss of
service, internet crime or fraud or a material breach of security could lead to
financial loss and cause damage to the Group's business and brand.

The Group’s operations have inherent reputational risk: Reputational risk
may arise from negative public opinion about the actual or perceived manner
in which the Group conducts its business activities, its financial performance,
and actual or perceived practices in banking and the financial services industry
generally. Negative public opinion, which may be spread due to the rapid
growth of social media, may adversely affect the Group’s ability to keep and
attract customers and, in particular, corporate and retail depositors, which in
turn could have a material adverse effect on the Group.

The Group has significant exposure to counterparty risk both within the
financial sector and to other risk concentrations: Financial institutions are
necessarily interdependent because of trading, clearing, counterparty or other
relationships, which could affect its funding and its ability to manage the risks
of its business.

The Group is subject to risks associated with market fluctuations: The
Group’s businesses are exposed to changes in, and increased volatility of,
interest rates, inflation rates, credit spreads, foreign exchange rates,
commodity, equity, bond and property prices and the risk that the Group’s
customers act in a manner inconsistent with its business, pricing and hedging
assumptions. It is difficult to predict with any accuracy changes in market
conditions, and such changes could have a material adverse effect on the
Group.

Liquidity, or ready access to funds, is essential to the Group's business: If
the Issuer or any member of the Group is unable to raise funds, its liquidity
position could be adversely affected and it might be unable to meet deposit
withdrawals or obligations under committed financing facilities and insurance
contracts, to fund new loans, investments and businesses or to repay
borrowings as they mature.

D.6

Key risks specific
to the securities
and risk warning

Credit risk: The Notes and Warrants are direct, unsubordinated and unsecured
obligations of the Issuer and not of any other person. If the Issuer's financial
position were to deteriorate, there could be a risk that the Issuer would not be
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to the investor:

able to meet its obligations under the Notes and Warrants (the Issuer's credit
risk). If the Issuer becomes insolvent or defaults on its obligations under the
Notes and Warrants, in the worst case scenario, investors in the Notes and
Warrants could lose all of their invested amounts.

The Notes and Warrants are unsecured obligations: The Notes and Warrants
are not secured over any asset. Therefore, the investor would not be able to
enforce security as a method of recouping payments due under the Notes and
Warrants if the Issuer were to become insolvent and cease to be able to pay
such amounts.

The Notes and Warrants are not ordinary debt securities: Neither the Notes
nor the Warrants pay interest and, upon redemption, expiry or upon exercise
(as applicable), may return less than the amount invested or nothing. The
Notes and Warrants are designed to track the price or level of the Underlying.
If the performance of such Underlying does not move in the anticipated
direction or if the issuer thereof becomes insolvent, the Notes and Warrants
will be adversely affected and, in a worst case scenario, may become
worthless.

Payments under the Notes or Warrants may be delayed: Payments to holders
of Notes and Warrants which are calculated by reference to hedging
arrangements will only be due if the proceeds would have been received by an
investor outside the jurisdiction where the Underlying is listed or quoted.
There is a risk that limitations on the importation and withdrawal of funds in
such jurisdiction could lead to potential delays in payments under the Notes
and Warrants or, in the worst case, the Notes and Warrants becoming
worthless.

No ownership rights: The Notes and Warrants do not confer any legal or
beneficial interest or any voting or dividend rights in the Underlying or the
Reference Securities.

There may be no active trading market or secondary market for liquidity for
the Notes and Warrants: Any series of Notes and Warrants may not be widely
distributed and there may not be an active trading market, nor is there
assurance as to the development of an active trading market. If there is no
liqguid market, investors may not be able to realise their investment until
maturity of the Notes or specified exercise dates of the Warrants (as
applicable) or may not realise a return that equals or exceeds the purchase price
of their Notes and Warrants. Notwithstanding the foregoing, the Issuer may
issue Notes and Warrants which provide for certain circumstances where the
Issuer and/or Dealer may buy-back such Notes and Warrants (as applicable)
from the holders of such securities.

Certain factors affecting the value and trading price of Notes and Warrants:
The Final Redemption Amount or Cash Settlement Amount payable (as
applicable) under the Notes and Warrants may be affected by fluctuation in
value of the Underlying or the Reference Securities, changes in currency
exchange rates or, where applicable, the number and type of Underlyings
included in a basket to which the relevant Notes or Warrants relate.
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Conflicts of interest may arise between the interests of the Issuer or its
affiliates and those of the holders of the Notes and Warrants: The Issuer or
its affiliates may enter into hedging or other transactions (i) relating to
Underlyings or the Reference Securities or (ii) with issuers of Underlyings or
the Reference Securities. The Issuer or its affiliates may also publish research
or other reports relating to Underlyings or the Reference Securities. Any such
activities may have a negative effect on the value of Notes and Warrants
relating to such Underlyings. In addition, the Issuer may assume roles as
hedging party, service providers or calculation agent in respect of Underlyings
which are funds, calculation agent under the Notes and Warrants or publisher
of research reports. In respect of any of these roles the Issuer may have
interests that conflict with the interests of holders of such securities.

Commission and cost of hedging: The issue price of the Notes and Warrants
may include commissions charged by Issuer or its affiliates and the cost or
expected costs of hedging the Issuer's obligations under the Notes and
Warrants (if any). Accordingly, there is a risk that, upon issue, the market
price of Notes and/or Warrants may be lower than original issue price of the
Notes or the original purchase price of the Warrants (as applicable). Also,
fees, commission and hedging costs may be deducted from the Final
Redemption Amount (in the case of Notes) or the Cash Settlement Amount (in
the case of Warrants).

[Exchange rate risks and exchange control risk: The Issuer will pay amounts
in respect of the Notes and Warrants in the Settlement Currency. Since the
Underlying is referenced in [ ] (the "Underlying Currency"), amounts
payable under the Notes and Warrants may be affected by multiple currency
conversion costs which may be passed on to investors. Where the Settlement
Currency is not the same as the investor's home currency, the realisable value
of the investment in the investor's home currency may be at risk from
fluctuations in the exchange rate. Government and monetary authorities may
impose or modify exchange controls that could adversely affect an applicable
exchange rate or transfer of funds in and out of the country. As a result of such
restrictions and controls the Issuer may suspend its obligations to make any
payment under any Notes and Warrants if and for as long as such exchange
controls have occurred and are continuing. Holders of the Notes and Warrants
shall not be entitled to any interest or other compensation in respect of any
such suspension.]

[Market Disruption Events and Additional Disruption Events: In the case of
early closure of the relevant exchange, disruption of such exchange or
suspension of trading on such exchange ("Market Disruption Events") or a
hedging disruption, a change in applicable laws, an increased cost of hedging,
where applicable, an insolvency filing of the issuer of the Underlying or a
foreign exchange disruption event (“Additional Disruption Events"),
postponement or adjustment of valuations in case of a Market Disruption Event
or adjustment of terms or redemption or exercise of the Notes in case of an
Additional Disruption Event in respect of such Notes and Warrants may have
an adverse effect on the value of and/or the Final Redemption Amount in
respect of such Notes and the value of and/or the Cash Settlement Amount in
respect of such Warrants.]
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Illegality or changes in tax law may cause the Issuer's obligations under the
Notes and Warrants to be redeemed or terminated early: If the Calculation
Agent determines the performance of the Issuer's obligations under any Notes
and Warrants shall have become unlawful or impracticable or if the Issuer
determines that it would be required to pay additional amounts in respect of
any withholding or deduction for taxes on payments under the Notes, the Issuer
may redeem such Notes or terminate its obligations under such Warrants and
pay a sum representing the fair market value of such Notes and Warrants. As a
result holders of Notes and Warrants will forgo any future appreciation in the
relevant Underlying, may suffer a loss of some or all of their investments and
lose the ability to exercise the Warrants on the relevant exercise date(s) (if
applicable).

Considerations regarding hedging: The value of the Notes and Warrants may
not exactly correlate with the value of the Underlying to which the Notes and
Warrants relate.

Tax risks: The amount of a payment to the investor under the Notes and
Warrants may be decreased to take into account the effect of taxes on an
investment in the Underlying. There is a risk that tax law or practice will
change in the future resulting in the imposition of or increase in tax on an
investment in, or disposition of the Underlying. This will result in a decrease
of the amounts payable under the Notes and Warrants. Also, investors in the
Notes and Warrants will be obliged to pay all taxes payable in connection with
the subscription, purchase or holding of such Note or Warrant and the payment
of the Final Redemption Amount or Cash Settlement Amount (as applicable)
and/or any Additional Payment.

[Emerging market risks: Investors in Notes and Warrants relating to
Underlyings which are issued in or located in or listed on an exchange in an
emerging market, namely [ ], should be aware that investments in emerging
markets, and specifically [ ], are subject to greater risks than well-developed
western markets. Institutions relied upon for the efficient functioning of
capital markets, such as stock exchanges, economic, legal and regulatory
institutions, systems for the clearing, settlement and registration of securities,
may be less developed. Disclosure standards may be less onerous on issuers
and accountancy practices may differ from those which are internationally
accepted. Political conditions in certain geographic locations where the issuers
of Underlyings may operate may be volatile or unstable, and there could be
increased price volatility.]

[Specific risks relating to Underlying Index-Linked Notes and Warrants:
The sponsor of [the/an] Underlying Index, namely [ ], may amend the rules
applicable to the determination of the level of such index, replace such index
with a successor index or cancel such index. Such actions may give rise to an
adjustment to the terms of the Notes and Warrants, and either early redemption
of the Notes or early termination of the Warrants (as applicable). As a result
hereof the value of the Notes and Warrants may be adversely affected and/or
investors may loss some or all of their invested amount in the Notes and
Warrants.]

[Specific risks relating to Underlying Equity-Linked Notes and Warrants: If
a Potential Adjustment Event occurs and dilutes the theoretical value of the
Underlying or an Extraordinary Event occurs, the Calculation Agent may make
corresponding adjustments to the conditions of the Notes and Warrants which
may adversely affect the Final Redemption Amount or Cash Settlement
Amount payable (as applicable) or (in the case of Extraordinary Events) may
redeem the Notes or terminate the Warrants (as applicable); as a result the
holder of Notes and Warrants may lose some or all of its investment.] [As the
Underlying are units in a fund, the investor will be exposed to the risks of
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specific regulation affecting funds, risk relating to the fund's management and
internal rules and, where the fund is a synthetic fund, also from counterparty
risk from the swap counterparty.]

[RMB risks: There are restrictions on the conversion of RMB into other
currencies. The amount of Offshore RMB deliverable outside PRC may be
limited, which may affect the liquidity of Offshore RMB linked Notes and
Warrants. The market for Offshore RMB is a different market to that of RMB
deliverable in PRC. The Offshore RMB exchange rate may be influenced by
the onshore RMB exchange rate. The Offshore RMB market may become
illiquid or Offshore RMB may become inconvertible or non-transferable. In
such circumstances the Issuer may settle payments under the Notes and
Warrants in another currency. In addition, interest rates are government-
controlled in PRC and changes therein may affect the Offshore RMB interest
rate which may cause the value of the Notes and Warrants to fluctuate.]

Investors may lose the value of their entire investment or part of it, as the
case may be.
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Section E — Offer

E.2b | Reasons for the Not Applicable. The prospectus has been prepared solely in connection with
offer and use of the admission of Notes and Warrants to trading on a regulated market pursuant
proceeds when to Article 3(3) of the Prospectus Directive. There will be no public offer of the
different from Notes or Warrants and thus reasons for the offer and use of proceeds are not
making profit required.
and/or hedging
certain risks:

E.3 Description of the | Not Applicable. The prospectus has been prepared solely in connection with
Terms and the admission of Notes and Warrants to trading on a regulated market pursuant
conditions of the | to Article 3(3) of the Prospectus Directive. There will be no public offer of the
offer: Notes or Warrants and thus a description of the terms and conditions of the

offer is not required.

E.4 Description of The Issuer or its affiliates may engage in hedging or other transactions
any interests involving the relevant Underlying which may have a positive or negative effect
material to the on the value of such Underlying and therefore on the value of any Notes or
issue/offer, Warrants to which they relate. Certain affiliates of the Issuer may also be the
including counterparty to the hedge of the Issuer's obligations under an issue of Notes or
conflicting Warrants and the Calculation Agent is responsible for making determinations
interests: and calculations in connection with the Notes and Warrants in its sole and

absolute discretion acting in good faith [and may be a service provider in
respect of Underlyings which are funds]. The Issuer or its affiliates may from
time to time advise the issuer or obligors of, or publish research reports
relating to, an Underlying. The views or advice may have a positive or
negative effect on the value of an Underlying and may be inconsistent with
purchasing or holding the Notes and Warrants relating to such an Underlying.
[Fees [are] [may be] payable by the Issuer to the [Dealer[s]] [Manager[s]]
acting as underwriter(s) of issues of the [Notes][Warrants].]

[[Save as disclosed above, no] [No] person involved in the issue of the
[Notes][Warrants] has an interest material to the issue.] [The following
additional interest(s) are material to issues of the [Notes][Warrants]: [ ].]]

E.7 Estimated Not Applicable. The prospectus has been prepared solely in connection with

expenses charged
to the investor by
the Issuer or the
offeror:

the admission of Notes and Warrants to trading on a regulated market pursuant
to Article 3(3) of the Prospectus Directive. There will be no public offer of the
Notes or the Warrants and expenses in respect of the listing of Notes and
Warrants are not charged directly by the Issuer or Dealer(s) to the investor.
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ANNEX 4
UPDATE TO INDEX-LINKED PROSPECTUS SUMMARY
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PART | - INFORMATION RELATING TO THE NOTES AND WARRANTS GENERALLY

SECTION I.1 - SUMMARY

Summaries are made up of disclosure requirements known as "Elements". These elements are numbered in
Sections A-E (A.1-E.7).

This summary contains all the Elements required to be included in a summary for this type of securities and
issuer. Because some Elements are not required to be addressed, there may be gaps in the numbering sequence
of the Elements.

Even though an Element may be required to be inserted in the summary because of the type of securities and

issuer, it is possible that no relevant information can be given regarding the Element.

In this case a short

description of the Element is included in the summary with the mention of "Not Applicable™.

Section A — Introduction and Warnings

Al

Introduction and
Warnings:

This summary must be read as an introduction to the prospectus and any
decision to invest in the Notes or Warrants should be based on a consideration
of the prospectus as a whole by the investor, including any information
incorporated by reference and read together with the relevant final terms.

Where a claim relating to the information contained in the prospectus is
brought before a court in a Member State of the European Economic Area, the
claimant may, under the national legislation of the Member States, be required
to bear the costs of translating the prospectus before the legal proceedings are
initiated.

Civil liability attaches only to those persons who have tabled this summary
including any translation thereof, but only if this summary is misleading,
inaccurate or inconsistent when read together with the other parts of the
prospectus or it does not provide, when read together with the other parts of the
prospectus, key information in order to aid investors when considering whether
to invest in such Notes or Warrants.

A2

Consent by the
Issuer to the use of
the prospectus in
subsequent resale
or final placement
of the Warrants,
indication of offer
period and
conditions to
consent for
subsequent resale
or final placement
and warning:

The Issuer may or may not provide its consent to the use of the prospectus in
connection with public offers of the Notes and Warrants. If provided, such
consent may be subject to conditions which are relevant for the use of the
prospectus.

[The Issuer expressly consents to the use of the prospectus in connection with a
public offer of [Notes] [Warrants] (a "Public Offer") by the [Dealer[s]]
[Manager[s]] [and [ ]] ([each, an] "Authorised Offeror") during the period
from and including [ ] to but excluding [ ] (the "Offer Period") and in the
United Kingdom only (the "Public Offer Jurisdiction™) [provided that: the
relevant Authorised Offeror is authorised to make such offers under the
Markets in Financial Instruments Directive (Directive 2004/39/EC) and any
other applicable laws [and the relevant Authorised Offeror must satisfy the
following conditions: [ ]]. The Issuer also accepts responsibility for the
content of the prospectus with respect to the subsequent resale or final
placement of the [Notes] [Warrants] by the Authorised Offeror.]

[The Issuer reserves its right to consent to the use of the prospectus after the
date of filing of the relevant final terms (the "Final Terms") in connection with
a public offer of the [Notes] [Warrants] (a "Public Offer") during the period
from and including [ ] to but excluding [ ] (the "Offer Period™) and in the
United Kingdom only (the "Public Offer Jurisdiction™) by identifying
financial intermediaries who will be acting as authorised offerors ([each, an]
"Authorised Offeror") in respect of the [Notes] [Warrants] on its website
www.hsbc.com (following links to ‘Investor relations', 'Fixed income
securities', 'Issuance programmes), [subject to the condition that [ ] and] on the
condition that the relevant Authorised Offeror is authorised to make such offers
under the Markets in Financial Instruments Directive (Directive 2004/39/EC)
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http://www.hsbc.com/

and any other applicable laws.]

[The Authorised Offeror will provide information to investors on the terms
and conditions of the Public Offer of the relevant Notes at the time such
Public Offer is made by the Authorised Offeror to the investors.]

[Not Applicable. The Issuer does not consent to the use of the prospectus in
connection with a public offer of the [Notes] [Warrants] (a "Public Offer") as
the [Notes] [Warrants] will not be publicly offered.]

Section B — Issuer

B.1 Legal and The legal name of the issuer is HSBC Bank plc (the "Issuer™) and, for the
commercial name | purposes of advertising, the Issuer uses an abbreviated version of its name,
of the issuer: HSBC.

B.2 Domicile and legal | The Issuer is a public limited company registered in England and Wales under
form of the Issuer, | registration number 14259. The liability of its members is limited. The Issuer
the legislation was constituted by Deed of Settlement on 15 August 1836 and in 1873,
under which the registered under the Companies Act 1862 as an unlimited company. It was re-
Issuer operates registered as a company limited by shares under the Companies Acts 1862 to
and its country of | 1879 on 1 July 1880. On 1 February 1982 the Issuer re-registered under the
incorporation: Companies Acts 1948 to 1980 as a public limited company.

The Issuer is subject to primary and secondary legislation relating to financial
services and banking regulation in the United Kingdom, including, inter alia,
the UK Financial Services and Markets Act 2000 as amended, for the purposes
of which the Issuer is an authorised person carrying on the business of financial
services provision. In addition, as a public limited company, the Issuer is
subject to the UK Companies Act 2006.

B.4b Known trends The UK recovery continued through the second half of 2014, though the pace

affecting the Issuer
and the industries
in which it
operates:*

of expansion moderated towards the end of the year. Preliminary estimates
indicate that the annual rate of growth of real Gross Domestic Product ("GDP")
was 2.6 per cent. The unemployment rate fell to 5.7 per cent in the three
months to December and wage growth accelerated slightly from a very low
level. The annual Consumer Price Index ("CPI") measure of inflation reached a
14-year low of 0.5 per cent in December. After a period of rapid activity in
2013 and the early months of 2014, there were signs that both economic
activity and price inflation in the housing market were moderating as the year
ended. The Bank of England kept the Bank Rate steady at 0.5 per cent.

The recovery in eurozone economic activity in 2014 was slow and uneven
across Member States. Real GDP in the region as a whole grew by 0.9 per cent
in the year. The German and Spanish economies grew by 1.6 per cent and 1.5
per cent, respectively, while French GDP grew by a more modest 0.4 per cent.
Eurozone inflation fell to minus 0.2 per cent in December, prompting fears that
the region could move towards a sustained period of deflation. The likelihood
that low growth and inflation could persist for an extended period prompted the
European Central Bank ("ECB") to cut the main refinancing rate and the
deposit rate to 0.05 per cent and minus 0.2 per cent, respectively, in September
and embark on a policy of balance sheet expansion starting with purchases of
covered bonds and asset-backed securities.

In Turkey, the annual rate of GDP growth slowed in the third quarter to 1.7 per
cent largely driven by a slowdown in private consumption. The annual rate of
private investment has been particularly weak throughout 2014, averaging
minus 1.6 per cent in the first three quarters. CPI inflation remained elevated at

! Element B.4b (Known trends affecting the Issuer and the industries in which it operates) of the Summary
has been updated for the updated trend information relating to the economic outlook in the UK, the
eurozone and Turkey, as set out in the 2014 Annual Report and Accounts of the Issuer.
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8.2 per cent in December, well above the Central Bank of Turkey's ("CBRT")
target of 5.0 per cent. Despite elevated inflation and the sizeable deficit in
Turkey’s current account position, the CBRT began easing monetary policy in
the second quarter, cutting the key interest rate in May, June and July to reach
8.25 per cent down from 10 per cent at the start of the year.

B.5 The group and the | The whole of the issued ordinary and preference share capital of the Issuer is
Issuer's position beneficially owned by HSBC Holdings plc ("HSBC Holdings", together with
within the group:? | its subsidiaries, the "HSBC Group"). The Issuer is the HSBC Group's principal

operating subsidiary undertaking in Europe.

The HSBC Group is one of the largest banking and financial services
organisations in the world. Its international network covers 74 countries and
territories in Europe, Asia, Middle East and North Africa, North America and
Latin America. Its total assets as at 31 December 2014 were U.S.$2,634
billion.

B.9 Profit forecast or Not Applicable. There are no profit forecasts or estimates made in the
estimate: prospectus.

B.10 Nature of any Not Applicable. There are no qualifications in the audit reports on the audited,
qualifications in consolidated financial statements of the Issuer for the financial years ended 31
the audit reports December 2013 or 31 December 2014,
on the historical
financial
information:

B.12 Selected key The selected key financial information regarding the Issuer set out below has
financial been extracted without material adjustment from the audited consolidated
information, no financial statements of the Issuer for the years ended 31 December 2013 and 31
material adverse December 2014.
change and no
significant change
statement:®

Year Ended
31 31
December December
2014 2013

For the year (Em)
Profit on ordinary activities before tax (reported basis) ..........cocovevriinecinennnn. 1,953 3,294
Total OPerating iINCOME ......c.coviveuiiiieieie e 14,202 15,868
Net operating income before loan impairment charges and other credit risk
PIOVISIONS ...vttcttitet ettt b ettt 11,886 12,840
Profit attributable to shareholders of the parent company..........c.ccccceovvvecininene. 1,354 2,495
At year-end (Em)
Total equity attributable to shareholders of the parent company..........c.cccccveveneee. 36,078 32,370
RiSK WEIGNTEA ASSELS™........c.uovevieieceeeeececie ettt 243,652 185,879
Loans and advances to customers (net of impairment allowances)...................... 257,252 273,722
CUSEOMET ACCOUNTS......evveieniestesteeiie ettt sttt s s e s et nbesbe st sbe e enaennenre e 346,507 346,358
Capital ratios (%)"
Common Equity Tier / Core Tier 1 ratio........c.coeeeririeerinnneeinseee s 8.7 12.1
LT 0 - 4 SRRSO 10.3 13.0
Total CaPITAl FALIO......c.viviecieiicc s 13.8 18.0

2 Element B.5 (The group and the Issuer's position within the group) of the Summary has been updated for
the updated financial information relating to the 12 months ended 31 December 2014, as set out in the 2014
Annual Report and Accounts of the Issuer.

% Element B.12 (Selected key financial information, no material adverse change and no significant change
statement) of the Summary has been updated for the updated financial information relating to the 12 months
ended 31 December 2014, as set out in the 2014 Annual Report and Accounts of the Issuer.
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Performance ratios (%)

Risk adjusted revenue growth?...............cc.evveevsvereseiseesissssessessesseesssesessessesnens (3.6) 5.6
Return on average shareholders' equity of the parent company?® .. 42 7.9
Post-tax return on total @SSEtS .........ccoccoererirerieiiniircreeseeeea 0.2 0.3
Pre-tax return on average risk-weighted assets .. 0.8 1.7
Dividend PAYOUL FAtIO .............vvvcreeee e ee 69.7 48.7
Credit coverage ratios (%)

Loan impairment charges as a percentage of total operating income............... 3.2 6.1
Loan impairment charges as a percentage of average gross customer advances... 0.2 0.4
Efficiency and revenue mix ratios (%0)

Cost efficiency ratio (reported Dasis)®............co.evvecerreereeeiereeeeeeeeeeeeiesienseesesneenans 79.8 66.8
As a percentages of total operating income:

- NELINTETESt INCOME ..o 46.7 43.9
- net fee income...... 23.0 21.0
= NEL trAdING INCOME ... .ottt st ees 11.3 15.0
Financial ratios (%0)

Ratio of customer advances to customer accounts............ 74.2 79.0
Average total shareholders' equity to average total assets 4.2 3.8

1

CRD Il capital rules.

Current period RWAs and ratios are based on CRD 1V rules (refer to page 86). Comparative period RWAs and ratios are based on

Risk-adjusted revenue growth is measured as the percentage change in reported net operating income after loan impairment and other

credit risk charges compared to the previous year.

other credit risk provisions.

The return on average total shareholders' equity is defined as profit attributable to shareholders of the parent company divided by the
average total shareholders' equity.

Dividends declared in respect of or for that year per ordinary share expressed as a percentage of basic earnings per share.

The cost efficiency ratio is defined as total operating expenses divided by net operating income before loan impairment charges and

There has been no material adverse change in the prospects of the Issuer since
31 December 2014 and no significant change in the financial position of the
Issuer and its subsidiaries (the "Group") since 31 December 2014,

B.13 Recent events Not Applicable. There have been no recent events particular to the Issuer which
particular to the are to a material extent relevant to the evaluation of its solvency.
Issuer which are to
a material extent
relevant to the
evaluation of the
Issuer's solvency:
B.14 Dependence upon | The Issuer is a wholly owned subsidiary of HSBC Holdings.
\?\}it:ﬁli’ne?gletleﬁou . The Issuer and its subsidiaries form a UK-based group. The Issuer conducts
group: part of its business through its subsidiaries and is accordingly dependent upon
those members of the Group.
B.15 The issuer’s The Group provides a comprehensive range of banking and related financial
principal activities: | services. The Group divides its activities into four business segments: Retail
Banking and Wealth Management; Commercial Banking; Global Banking and
Markets; and Global Private Banking.
B.16 Controlling The whole of the issued ordinary and preference share capital of the Issuer is
persons: owned directly by HSBC Holdings.
B.17 Credit ratings: The Issuer has been assigned the following long term credit ratings: AA- by

Standard & Poor's Credit Market Services Europe Limited ("Standard &
Poor's"); Aa3 by Moody's Investors Service Limited ("Moody's"); and AA- by
Fitch Ratings Limited ("Fitch™).

[The Notes to be issued [have [not] been] [are expected on issue to be] rated[./:]
[Standard & Poor's: [ 1]
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[Moody's: [ 1]
[Fitch: [ M

[Not Applicable. The Notes are derivative securities.]

Section C - Securities

Cl1

Description of type
and class of
securities:

Notes and Warrants are derivative securities linked to the performance of a
specified index or a basket of indices.

Notes may or may not bear interest and Warrants do not bear interest. If Notes
are interest-bearing, they will either bear interest at either a fixed or floating
rate, or depending on the performance of a specified index.

If Notes and Warrants are not redeemed or exercised early they will be
redeemed or exercised on the scheduled maturity or exercise date and the
amount payable will be an amount linked to the performance of a specified
index or the performances of specified indices. Notes and Warrants may also
be redeemed or exercised early in certain circumstances.

Issuance in series: [Notes] [Warrants] will be issued in series ("Series") which
may comprise one or more tranches ("Tranches").

Each Tranche issued under a Series will have identical terms, except that
different Tranches may comprise:

[Notes in bearer form ("Bearer Notes"), registered form ("Registered Notes")
or uncertificated registered form ("Uncertificated Registered Notes").]

Warrants which are in registered form (“"Registered Warrants") and
uncertificated registered form ("Uncertificated Registered Warrants").]

The issue dates, issue prices and amount of first interest payments under
different Tranches may also vary.

[The [Bearer] [Registered] [Uncertificated Registered] Notes being issued are
Tranche [ ] Notes linked to [ ] (the "Notes™)] [The [Registered]
[Uncertificated Registered] Warrants being issued are Tranche [ ] Warrants
linked to [ ](the "Warrants")] [and are to be consolidated and form a single
series with [ ] issued on[ ] with ISIN: [ ]and Common Code: [ ] [and
Valoren Number: [ ]] [and SEDOL: [ ]] (the "Original Issue Security
Identification Number[s]™)].

[Form of Notes: [Bearer Notes in definitive form: Bearer Notes will be issued
in definitive form and each definitive Bearer Note will carry a unique serial
number. Bearer Notes are negotiable instruments and legal title to each will
pass by physical delivery.]

[Bearer Notes in global form: [Bearer Notes will initially be issued as
temporary global Notes exchangeable for permanent global Notes which are
exchangeable for definitive Bearer Notes, or registered Notes in definitive
form in certain limited circumstances.]

[Bearer Notes will be issued in global form and deposited with a common
depositary for Euroclear Bank SA/NV ("Euroclear") and/or Clearstream
Banking, société anonyme ("Clearstream, Luxembourg"). Changes in
beneficial interests in such Bearer Notes will be recorded as book-entries in the
accounts of Euroclear and/or Clearstream, Luxembourg.]

[Registered Notes in definitive form: [Registered Notes will be issued in
registered form as certificates and each certificate will carry a unique serial
number. Registered Notes are not negotiable instruments and legal title to each
will pass by registration of the unique serial number against a Noteholder's
name in a register maintained by HSBC Bank plc in its capacity as registrar
(the "Registrar™).]
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[Registered Notes in global form: Registered Notes will be issued in global
form and deposited with and registered in the name of a common depositary
(or its nominee) for Euroclear Bank SA/NV ("Euroclear™) and/or Clearstream
Banking, société anonyme ("Clearstream, Luxembourg"”). Changes in
beneficial interests in such Registered Notes will be recorded as book-entries
in the accounts of Euroclear and/or Clearstream, Luxembourg.]

[Uncertificated Registered Notes: Uncertificated Registered Notes will be
issued in uncertificated registered form and deposited with Euroclear UK and
Ireland Limited ("CREST"). Legal title to Uncertificated Registered Notes is
recorded by CREST on the Operator register of corporate securities (the
"Operator Register™) and will pass by registration of a transfer of ownership
in the Operator Register. CREST will maintain in a record of uncertified
corporate securities which reflects the Operator Register.]]

[Form of Warrants: [Registered Warrants: Registered Warrants will be issued
in registered form as certificates and each certificate will carry a unique serial
number. Legal title to Registered Warrants will pass by registration of the
unique serial number against a Warrantholder's name in a register maintained
by, and subject to the regulations of HSBC Bank plc in its capacity as registrar
(the "Warrant Registrar™).]

[Uncertificated Registered Warrants: Uncertificated Registered Warrants will
be issued in uncertificated registered form and deposited Euroclear UK and
Ireland Limited ("CREST"). Legal title to Uncertificated Registered Warrants
is recorded by CREST on the Operator register of corporate securities (the
"Operator Register™) and will pass by registration of a transfer of ownership
in the Operator Register. CREST will maintain in a record of uncertified
corporate securities which reflects the Operator Register.]]

Security ldentification Number[s]: The [[Bearer] [Registered] [Uncertificated
Registered] Notes] [[Registered] [Uncertificated Registered] Warrants] have
been accepted for clearance through [Euroclear and/or Clearstream,
Luxembourg] [CREST] and will be allocated the following Security
Identification Number[s] [to be consolidated with the Original Issue Security
Identification Number([s]]:

ISIN Code: [ 1
Common Code: [ 1]
[\Valoren Number: [ 1
[SEDOL: [ 1
C.2 Currency of the Subject to compliance with all applicable laws and regulations, Notes and
securities issue: Warrants may be issued in any currency.
The settlement currency of the [Notes] [Warrants] is [ ] (the "Settlement
Currency").
C5 Description of any Subject to restrictions on the offer and sale of Notes and Warrants in any

restrictions on the
free transferability
of the securities:

relevant jurisdiction, the Notes and Warrants will be freely transferable.

The [Notes] [Warrants] are freely transferable. However, there are restrictions
on the offer and sale of the [Notes] [Warrants] and the Issuer and [ ] [(the
"Dealer[s]™)] [(the "Manager[s]™)] have agreed restrictions on the offer, sale
and delivery of the [Notes] [Warrants] and on distribution of offering materials
in the Dubai International Financial Centre, the European Economic Area,
France, Hong Kong, Italy, Japan, the Kingdom of Bahrain, The Netherlands,
Norway, the People's Republic of China, Russia, Singapore, Spain,
Switzerland, Taiwan, the United Arab Emirates (excluding the Dubai
International Financial Centre), the United Kingdom and the United States of
America.
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C.8

The rights attaching
to the securities,
including ranking
and limitations to
those rights:

Notes and Warrants are derivative securities linked to the performance of a
specified index or the performances of specified indices.

Notes may or may not bear interest and Warrants do not bear interest. If Notes
are interest-bearing, they will either bear interest at either a fixed or floating
rate, or depending on the performance of a specified index.

If Notes and Warrants are not redeemed or exercised early they will be
redeemed or exercised on the scheduled maturity or exercise date and the
amount payable will be an amount linked to the performance of a specified
index or the performances of specified indices. Notes and Warrants may also
be redeemed or exercised early in certain circumstances.

[An investor will be entitled to the following cash amounts in respect of each
Note, namely:

« if the Notes are redeemed on their stated maturity date, a "Final Redemption
Amount"[; and]

[+as the "Early Redemption for Autocallable Notes" provisions apply in
respect of the Notes, if the Notes are redeemed prior to their stated maturity in
the circumstances described below, an "Early Redemption Amount"][; and]

[+ as the "Coupon Trigger Event" provisions apply in respect of the Notes, the
"Coupon Trigger Amount”, may be payable in respect of the Notes as
described below][; and]

[+ as the "Fixed Rate Note provisions" apply in respect of the Notes, a fixed
rate of interest will be paid as described below, an "Interest Amount™.]

[+as the "Floating Rate Note provisions" apply in respect of the Notes, a
floating rate of interest will be paid as described below, an "Interest
Amount".]

[An investor will be entitled to the following cash amounts in respect of each
Warrant, namely:

e an amount on exercise of the Warrant as described below, a "Cash
Settlement Amount".]

[Final Redemption Amount for Notes: Unless a Note has been redeemed (i.e.
repaid) early, each Note will be redeemed on [ ] ("Maturity Date").

The Final Redemption Amount will depend on the performance of the [basket
of indices comprising the] [ ]["Index"] ["Indices" or "Index Basket"].

The basis for calculating the Final Redemption Amount is:
["Booster Redemption. Accordingly,

« If the Relevant Final Performance is equal to or greater than the Barrier
Level of [ ], the Final Redemption Amount is the specified calculation
amount of the Note (the "Calculation Amount™) multiplied by:

00% + MIN [Cap of [ ]; Participation of [ ] x MAX [0; Relevant Final
Performance - 100%]]

« If the Relevant Final Performance is less than the Barrier Level of [ ], the
Final Redemption Amount is the Calculation Amount multiplied by the
Relevant Final Performance.]

["Airbag Redemption™. Accordingly,

« If the Relevant Final Performance is equal to or greater than the Barrier
Level of [ ], the Final Redemption Amount is the specified calculation
amount of the Note (the "Calculation Amount™) multiplied by:

100% + Participation of [ ] x MAX [0; Relevant Final Performance -100%]

« If the Relevant Final Performance is less than the Barrier Level of [ ], the
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Final Redemption Amount is the Calculation Amount multiplied by the
Relevant Final Performance.]

["Autocallable Redemption™. Accordingly,

« If the Relevant Final Performance [of the worst performing Index in the
Index Basket] is equal to or greater than the Final Trigger Level of [ 1], the
Final Redemption Amount is the specified calculation amount of the Note (the
"Calculation Amount") multiplied by the Redemption Rate of [ ].

« If the Relevant Final Performance [of the worst performing Index in the
Index Basket] is less than the Final Trigger Level of [ ], but the Relevant
Final Performance [of the worst performing Index in the Index Basket] equal
to or greater than the Barrier Level of [ ], the Final Redemption Amount is the
Calculation Amount.

« If the Relevant Final Performance [of the worst performing Index in the
Index Basket] is less than the Final Trigger Level of [ ], and the Relevant
Final Performance [of the worst performing Index in the Index Basket] is less
than the Barrier Level of [ ], the Final Redemption Amount is the Calculation
Amount multiplied by the Relevant Final Performance [of the worst
performing Index of the Indices comprised in the Index Basket].]

""Reverse Convertible Redemption”. Accordingly,

« If the Relevant Final Performance [of each Index in the Index Basket] is
equal to or greater than the Barrier Level of [ ], the Final Redemption
Amount is to the specified calculation amount of the Note (the "Calculation
Amount").

« If the Relevant Final Performance [of the worst performing Index in the
Index Basket] is less than the Barrier Level of [ ], the Final Redemption
Amount is the Calculation Amount multiplied by the Relevant Final
Performance [of the worst performing Index of the Indices comprised in the
Index Basket].]

['100% Protected Growth Redemption”. Accordingly,

The Final Redemption Amount is the specified calculation amount of the Note
(the "Calculation Amount") multiplied by:

100% + Participation of [ ] x MAX [0; Relevant Final Performance - 100%]]
['100% Protected Capped Growth Redemption”. Accordingly,

The Final Redemption Amount is the specified calculation amount of the Note
(the "Calculation Amount") multiplied by:

100% + MIN [Cap of [ ]; Participation of [ ] x MAX [0; Relevant Final
Performance - 100%]]]

["Partially Protected Growth Redemption™. Accordingly,

« If the Relevant Final Performance is equal to or greater than 100%, the Final
Redemption Amount is the specified calculation amount of the Note (the
"Calculation Amount™) multiplied by:

100% + Participation of [ ] x [Relevant Final Performance - 100%]

« If the Relevant Final Performance is less than 100%, the Final Redemption
Amount is the Calculation Amount multiplied by:

MAX [Protection Level of [ ]; Relevant Final Performance]
["Partially Protected Capped Growth Redemption™. Accordingly,

« If the Relevant Final Performance is equal to or greater than 100%, the Final
Redemption Amount is the specified calculation amount of the Note (the
"Calculation Amount") multiplied by:
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100% + MIN [Cap of [ ]; Participation of [ ] x [Relevant Final Performance
- 100%]]

« If the Relevant Final Performance is less than 100%, the Final Redemption
Amount is the Calculation Amount multiplied by:

MAX [Protection Level of [ ]; Relevant Final Performance]]
["'Digital Redemption™. Accordingly,

« If the Relevant Final Performance is equal to or greater than 100%, the Final
Redemption Amount is the specified nominal amount of the Note (the
"Calculation Amount") multiplied by:

100% + Digital Amount of [ ]

« If the Relevant Final Performance is less than 100%, the Final Redemption
Amount is the Calculation Amount multiplied by:

MAX [Protection Level of [ ]; Relevant Final Performance]]
For the purposes of making the above calculations:
[The Indices [have equal weighting] [have the following weightings: [ 1].]

The "Initial Index Level[s]" of the [Index is [ ]] [Indices are as follows].

[Index] [Initial Index Level]

[] []

The "Relevant Level" of [the] [each] [Index] [in the Index Basket] is used to
determine the performance of [such] [the] [worst performing] [Index] [in the
Index Basket] and is calculated using the [Final Index Level] [Average Index
Level] [of [each] such Index]. Accordingly, the Calculation Agent will
[determine the closing level of the Index on the specified "Valuation Date"]
[determine the arithmetic average of the closing levels of the Index on the
specified "Averaging Dates"] [determine the closing level of each of the
Indices in the Index Basket on the specified "Valuation Date"] [determine the
arithmetic average of the closing levels of each of the Indices in the Index
Basket on each of the specified "Averaging Dates"].

The "Relevant Final Performance” is used to determine the amount payable
on maturity and is equal to [the Relevant Level [of an Index comprised in the
Index Basket] divided by the Initial Index Level of [such Index]] [the weighted
arithmetic average of the performances of the Indices in the Index Basket
which in respect of each Index is determined by the Relevant Level for such
Index divided by the Initial Index Level of such Index] and expressed as a
percentage.

[Automatic Early Redemption Amount for Notes: [In addition, the "Early
Redemption for Autocallable Notes" provisions apply to the Note.
Accordingly:

e if on a specified Automatic Early Redemption Valuation Date, the
Observation Index Level Performance [of the worst performing Index in the
Index Basket] is equal or greater than the relevant Automatic Early
Redemption Percentage corresponding to such Automatic Early Redemption
Valuation Date and specified in the table below, the Note will be redeemed for
the Calculation Amount of the Note multiplied by the relevant Automatic
Early Redemption Rate corresponding to such Automatic Early Redemption
Valuation Date and specified in the table below.

e if on a specified Automatic Early Redemption Valuation Date, the
Observation Index Level Performance [of the worst performing Index in the
Index Basket] is less than the Automatic Early Redemption Percentage
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corresponding to such Automatic Early Redemption Valuation Date and
specified in the table below, the Note will not be redeemed at that time but will
continue until the next Automatic Early Redemption Valuation Date (if any).

Automatic Early | Automatic Early | Automatic Early
Redemption  Valuation | Redemption Percentage | Redemption Rate
Date

[] [ ] [ ]

For the purposes of making the above calculations, the Observation Index
Level Performance [of an Index in the Index Basket] is the Relevant Level [of
such Index] on a specified Automatic Early Redemption Valuation Date
divided by the Initial Index Level [of such Index] and expressed as a
percentage.]]

[Interest Payments for Notes: [The "Fixed Rate Note provisions" apply to the
Notes.

Accordingly, the "Rate of Interest” on the Notes is [[ ] per [annum] [ 11 [[
] for each fixed period of [ 1]].

The interest on the Notes will be paid on specified "Interest Payment Dates".
The "Interest Amount” payable on each Interest Payment Date will be in
respect of a period from the last Interest Payment Date (or the Interest
Commencement Date on [ ]) until the Interest Payment Date in question
(each, an "Interest Period").

The Interest Amount for an Interest Period is the Rate of Interest of [ ]
multiplied by a specified calculation amount of the Notes (the "Calculation
Amount"), and the product is multiplied by the specified "Day Count
Fraction". The Day Count Fraction reflects the number of days in the period
for which interest is being calculated.

[[In addition, t][T]he Notes specify that a "Fixed Coupon Amount" of [ ] is
payable in respect of [each Interest Period] [the first Interest Period] [the last
Interest Period] [ ]. The Fixed Coupon Amount will be paid on [each] [the]
[Interest Payment Date] relating to [ ] [that] [those] [Interest Period] [Interest
Periods].]]

[The "Floating Rate Note provisions™ apply to the Notes.

Accordingly, the "Rate of Interest” on the Notes is a variable percentage rate
[per [annum] [ 1] [for each fixed period of [ 1].

The interest on the Notes will be paid on the specified "Interest Payment
Dates". The "Interest Amount" payable on each Interest Payment Date will
be in respect of a period from the last Interest Payment Date (or the Interest
Commencement Date on [ ]) until the Interest Payment Date in question
(each, an "Interest Period").

The Rate of Interest for Floating Rate Notes for a given Interest Period is
[determined on the basis of quotations provided electronically by banksin [ ],
being the "Relevant Financial Centre"] [a notional interest rate on a swap
transaction in the Settlement Currency of [ ]] [with the addition of an
additional percentage rate per [annum] [ ] (known as the "Margin™)].

The Interest Amount for an Interest Period is the Rate of Interest multiplied by
a specified calculation amount of the Notes (the "Calculation Amount"), and
the product is multiplied by the specified "Day Count Fraction". The Day
Count Fraction reflects the number of days in the period for which interest is
being calculated.

[The Rate of Interest will not fall below the "Minimum Interest Rate" of [
11

[The Rate of Interest will not exceed the "Maximum Interest Rate” of [ ].]1]
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[Coupon Trigger Amounts for Notes: In addition, the "Coupon Trigger Event"
provisions apply to the Notes.

Accordingly:

e if on a specified Coupon Trigger Valuation Date, the Observation Index
Level Performance [of the worst performing Index in the Index Basket] is
equal or greater than the relevant Coupon Trigger Level corresponding to such
Coupon Trigger Valuation Date and specified in the table below, the Note will
provide for a Coupon Trigger Amount equal to the Calculation Amount of the
Note multiplied by the relevant Coupon Trigger Rate corresponding to such
Coupon Trigger Valuation Date and specified in the table below.

e if on a specified Coupon Trigger Valuation Date, the Observation Index
Level Performance [of the worst performing Index in the Index Basket] is less
than the relevant Coupon Trigger Level corresponding to such Coupon Trigger
Valuation Date and specified in the table below, no Coupon Trigger Amount
will be payable in respect of such Coupon Trigger Valuation Date.

Coupon Trigger Valuation | Coupon Trigger | Coupon Trigger Rate
Date Level

[] [ ] [ ]

For the purposes of making the above calculations, the [Observation Index
Level Performance] [of an Index in the Index Basket] is the Relevant Level [of
such Index] on a specified Coupon Trigger Valuation Date divided by the
Initial Index Level [of such Index] and expressed as a percentage.]]

[Cash Settlement Amounts for Warrants: Unless a Warrant has been
terminated earlier, a Warrant must be exercised by [ ] ("Expiry Date").

The amount receivable by an investor on exercise (the "Cash Settlement
Amount™) will depend on the performance of the [basket of indices
comprising the] [ ]["Index"] ["Indices" or "Index Basket"].

The basis for calculating the Cash Settlement Amount is:
["Protection Cash Settlement Put Warrant". Accordingly:

The Cash Settlement Amount is the face value of the Warrant ("Face Value")
multiplied by:

1/90% x MIN [90%; MAX [0; 100% - Relevant Final Performance]]]
['Growth Cash Settlement Call Warrant". Accordingly:

The Cash Settlement Amount is the face value of the Warrant ("Face Value")
multiplied by:

1/90% x MIN [90%; MAX [0; Relevant Final Performance - 10%] +
Participation of [ ] x MAX [0; Relevant Final Performance - 100%]]]

["Capped Growth Cash Settlement Call Warrant". Accordingly:

The Cash Settlement Amount is the face value of the Warrant ("Face Value")
multiplied by:

1/90% x MIN [90%; MAX [0; Relevant Final Performance - 10%] + MIN
[Cap of [ 1]; Participation of [ ] x MAX [0; Relevant Final Performance -
100%]]1]

["Partially Protected Cash Settlement Put Warrant". Accordingly:

The Cash Settlement Amount is the face value of the Warrant ("Face Value")
multiplied by:

1/90% x MIN [90%; MAX [0; 100% - Relevant Final Performance]] - MIN
[100% - Protection Level of [ ]; MAX [0; 100% - Relevant Final
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Performance]]]
["Conditional Growth Cash Settlement Call Warrant". Accordingly:

« If the Relevant Final Performance is equal to or greater than 100%, the Cash
Settlement Amount is the face value of the Warrant ("Face Value") multiplied
by:

1/90% x MIN [90%; MAX [O;Relevant Final Performance - 10%]] +
Participation of [ ] x [Relevant Final Performance - 100%]

« If the Relevant Final Performance is less than 100%, the Cash Settlement
Amount is the Face Value multiplied by:

1/90% x MIN [90%; MAX [0; Relevant Final Performance - 10%]]]
["Conditional Capped Growth Cash Settlement Call Warrant". Accordingly:

« If the Relevant Final Performance is equal to or greater than 100%, the Cash
Settlement Amount is the face value of the Warrant ("Face Value") multiplied

by:

1/90% x MIN [90%; MAX [0; Relevant Final Performance - 10%]] + MIN
[Cap of [ ]; Participation of [ ] x [Relevant Final Performance - 100%]]

« |If the Relevant Final Performance is less than 100%, the Cash Settlement
Amount is the Face Value multiplied by:

1/90% x MIN [90%; MAX [0; Relevant Final Performance - 10%]]
['Digital Cash Settlement Put Warrant". Accordingly:

The Cash Settlement Amount is the face value of the Warrant ("Face Value")
multiplied by:

1/90% x MIN [90%; MAX [0; 100% - Relevant Final Performance]] - MIN
[100% - Protection Level of [ ]; MAX [0; 100% - Relevant Final
Performance]]]

["'Digital Cash Settlement Call Warrant". Accordingly:

« If the Relevant Final Performance is equal to or greater than 100%, the Cash
Settlement Amount is the face value of the Warrant ("Face Value') multiplied

by:

1/90% x MIN [90%; MAX [0; Relevant Final Performance - 10%]] + Digital
Amount of [ ]

« If the Relevant Final Performance is less than 100%, the Cash Settlement
Amount is the Face Value multiplied by:

1/90% x MIN [90%; MAX [0; Relevant Final Performance - 10%]]]

[This Warrant is a Put Warrant which provides full or partial protection against
a downwards movement of the Index or Indices during the term of the
Warrant. [Itis issued as part of a pair with a Call Warrant. The Call Warrant
provides exposure to positive movement of the Index or Indices during the
term of the Warrants. If held as a pair this Warrant is exercisable
independently of the Call Warrant in the pair.]

[Together, this Warrant and the Call Warrant provide full or partial protection
against depreciation of the [Index] [Indices] and exposure to the appreciation
of the [Index] [Indices] [subject to a Cap of [ ]] [and] [multiplied by a
Participation of [ ]]. In all pair combinations, if both Warrants in a pair are
exercised at the same time, the sum of the Cash Settlement Amounts for both
Warrants will be a minimum of [100%] [the Protection Level of [ ]] of the
Face Value of a Warrant.]]

[This Warrant is a Call Warrant which provides exposure to positive
movement of the Index or Indices during the term of the Warrant. [It is issued

-74 -




as part of a pair with a Put Warrant. The Put Warrant provides full or partial
protection against a downwards movement of the Index or Indices during the
term of the Warrant. This Warrant is exercisable independently of the Put
Warrant in the pair.]

[Together, this Warrant and the Put Warrant provide full or partial protection
against depreciation of the [Index] [Indices] and exposure to the appreciation
of the [Index] [Indices] [subject to a Cap of [ ]] [and] [multiplied by a
Participation of [ ]]. In all pair combinations, if both Warrants in a pair are
exercised at the same time, the sum of the Cash Settlement Amounts for both
Warrants will be a minimum of [100%] [the Protection Level of [ ]] of the
Face Value of a Warrant.]]

For the purposes of making the above calculations:
[The Indices [have equal weighting] [have the following weightings: [ 1].]

The "Initial Index Level[s]" of the [Index is [ ]] [Indices are as follows].

[Index] [Initial Index Level]

[] []

The "Relevant Level" of [the] [each] [Index] [in the Index Basket] is used to
determine the performance of [such] [the] [Index] and is calculated using the
[Final Index Level] [Average Index Level] [of such Index]. Accordingly, the
Calculation Agent will [determine the closing level of the Index on the
specified "Valuation Date"] [determine the arithmetic average of the closing
levels of the Index on the specified "Averaging Dates"] [determine the closing
level of each of the Indices in the Index Basket on the specified "Valuation
Date"] [determine the arithmetic average of the closing levels of each of the
Indices in the Index Basket on each of the specified "Averaging Dates"].

The "Relevant Final Performance” is used to determine the amount payable
on expiry and is equal to [the Relevant Level [of an Index comprised in the
Index Basket] divided by the Initial Index Level [of such Index]] [the weighted
arithmetic average of the performances of the Indices in the Index Basket
which in respect of each Index is determined by the Relevant Level for such
Index divided by the Initial Index Level of such Index] and expressed as a
percentage.

Status of the Notes and Warrants: The Notes and Warrants issued will be
direct, unsecured and unsubordinated obligations of the Issuer and will rank
equally and without preference among themselves and, at their date of issue,
with all other unsecured and unsubordinated obligations of the Issuer (unless
preferred by law).

Early redemption for illegality: If the Calculation Agent determines that the
performance of the Issuer's obligations has become unlawful or impracticable
in whole or in part for any reason, the Issuer will be entitled to [redeem the
Notes] [terminate the Warrants] early and pay the relevant investor an amount
per [Note] [Warrant] equal to [the fair market value of such] [[ ] per]
[Note] [Warrant].

Early redemption for taxation reasons: If the Issuer were required under the
terms and conditions of the Notes or Warrants (the "Conditions"™) to pay
additional amounts in respect of tax, the Issuer may subject to prior notice to
the Noteholders or Warrantholders, redeem or terminate (as applicable) all, but
not some only, of such Notes or Warrants and pay the relevant investor an
amount per Note or Warrant equal to [the fair market value of such] [[ ]
per] [Note] [Warrant].

Modification and substitution: Maodifications to the Conditions may be made
without the consent of any Noteholders or Warrantholders to cure any
ambiguity or manifest error or correct or supplement any Conditions provided
that: (i) the modification is not materially prejudicial to the interest of
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Noteholders and Warrantholders; (ii) the modification is of a formal, minor or
technical nature or is to comply with mandatory provisions of the law of the
Issuer's jurisdiction of incorporation; or (iii) the modification corrects
inconsistency between the Final Terms and the relevant termsheet relating to
the Notes or Warrants. The Notes or Warrants permit the substitution of the
Issuer with its affiliates without the consent of any Noteholders or
Warrantholders where the Issuer provides an irrevocable guarantee of the
affiliate's obligations.

[Events of default: The following events constitute events of default (each, an
"Event of Default") under the Notes and would entitle the Noteholder to
accelerate the Notes: (i) a continuing default in the repayment of any principal
or interest due on the Notes for more than 14 days, provided that the reason for
non-payment is not compliance with any fiscal or other law or regulation or
court order, or that there is doubt as to the validity of such law, regulation or
order in accordance with independent legal advice from advisers which is
acceptable to HSBC Bank plc, acting in its capacity as principal paying agent
(the "Principal Paying Agent"); or (ii) the passing of a winding-up order in
relation to the Issuer. On an Event of Default the Notes will be redeemed
against payment of an amount per Note equal to [the fair market value of such]
i ] per] [Note] [Warrant].]

[Meetings of Noteholders: The Conditions contain provisions for calling
meetings of Noteholders to consider matters affecting their interests generally.
These provisions permit defined majorities to bind all Noteholders including
Noteholders who did not attend and vote at the relevant meeting and
Noteholders who voted in a manner contrary to the majority.]

No guarantee or security: The Notes and Warrants are the obligations of the
Issuer only and are unsecured.

Taxation: All payments by the Issuer in respect of the Notes and Warrants will
be made without deduction of any United Kingdom taxes unless the Issuer is
required by law to withhold or deduct any such taxes. Therefore, Noteholders
and Warrantholders will be liable for and/or subject to any taxes, including
withholding tax, stamp duty, stamp duty reserve tax and/or similar transfer
taxes, payable in respect of the Notes and Warrants (as applicable).

Governing Law: English law.

C.9

The rights attaching
to the securities, the
nominal interest
rate, the date from
which interest
becomes payable
and due dates for
interest, where the
rate is not fixed a
description of the
underlying on
which it is based,
maturity date and
arrangements for
amortisation of the
loan including
repayment
procedures, an
indication of yield
and the name of the
representative of
debt security

Notes and Warrants are derivative securities linked to the performance of a
specified index or the performances of specified indices.

Notes may or may not bear interest and Warrants do not bear interest. If Notes
are interest-bearing, they will either bear interest at either a fixed or floating
rate, or depending on the performance of a specified index.

If Notes and Warrants are not redeemed or exercised early they will be
redeemed or exercised on the scheduled maturity or exercise date and the
amount payable will be an amount linked to the performance of a specified
index or the performances of specified indices. Notes and Warrants may also
be redeemed or exercised early in certain circumstances.

[Not Applicable. The [Notes] [Warrants] are derivative securities.]

The [Notes] [Warrants] will be issued on [ ] (the "lIssue Date") [at [ ] per
cent. of their aggregate principal amount] [at [ ] per [Call] [Put] Warrant] (the
"lIssue Price").

[Interest Payments for Notes: [The "Fixed Rate Note provisions" apply to the
Notes.

Accordingly, the Rate of Interest on the Notes is [[ ] per [annum] [ 11 [[ 1]
for each fixed period of [ 1]].

The interest on the Notes will be paid on specified Interest Payment Dates.
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holders:

The Interest Amount payable on each Interest Payment Date will be in respect
of an Interest Period from the last Interest Payment Date (or the Interest
Commencement Date on [ ]) until the Interest Payment Date in question.

The Interest Amount for an Interest Period is the Rate of Interest of [ ]
multiplied by the Calculation Amount, and the product is multiplied by the
specified Day Count Fraction. The Day Count Fraction reflects the number of
days in the period for which interest is being calculated.

[[In addition, t] [T]he Notes specify that a Fixed Coupon Amount of [ ] is
payable in respect of [each Interest Period] [the first Interest Period] [the last
Interest Period] [ ]. The Fixed Coupon Amount will be paid on [each] [the]
[Interest Payment Date] relating to [ ] [that] [those] [Interest Period] [Interest
Periods].]]

[The "Floating Rate Note provisions" apply to the Notes. Accordingly, the
Rate of Interest on the Notes is a variable percentage rate [per [annum] [ 1]
[for each fixed period of [ ]].

The interest on the Notes will be paid on the specified Interest Payment Dates.
The Interest Amount payable on each Interest Payment Date will be in respect
of an Interest Period from the last Interest Payment Date (or the Interest
Commencement Date on [ ]) until the Interest Payment Date in question.

The Rate of Interest for Floating Rate Notes for a given Interest Period is
[determined on the basis of quotations provided electronically by banksin [ 1],
being the Relevant Financial Centre] [a notional interest rate on a swap
transaction in the Settlement Currency of [ ]] [with the addition of an
additional percentage rate per [annum] [ ] (known as the Margin)].

The Interest Amount for the Interest Period is the Rate of Interest multiplied by
the Calculation Amount, which is a specified nominal amount of the Notes,
and the product is multiplied by a specified Day Count Fraction. The Day
Count Fraction reflects the number of days in the period for which the interest
is being calculated.

[The Rate of Interest will not fall below the Minimum Interest Rate of [ ].]
[The Rate of Interest will not exceed the Maximum Interest Rate of [ 1.1]]

[Coupon Trigger Amounts for Notes: In addition, the "Coupon Trigger Event"
provisions apply to the Notes.

Accordingly:

e if on a specified Coupon Trigger Valuation Date, the Observation Index
Level Performance [of the worst performing Index in the Index Basket] is
equal or greater than the relevant Coupon Trigger Level corresponding to such
Coupon Trigger Valuation Date and specified in the table below, the Note will
provide for a Coupon Trigger Amount equal to the Calculation Amount of the
Note multiplied by the relevant Coupon Trigger Rate corresponding to such
Coupon Trigger Valuation Date and specified in the table below.

e if on a specified Coupon Trigger Valuation Date, the Observation Index
Level Performance [of the worst performing Index in the Index Basket] is less
than the relevant Coupon Trigger Level corresponding to such Coupon Trigger
Valuation Date and specified in the table below, no Coupon Trigger Amount
will be payable in respect of such Coupon Trigger Valuation Date.

Coupon Trigger | Coupon  Trigger | Coupon Trigger Rate
Valuation Date Level
[ 1] [ ] [ 1]

For the purposes of making the above calculations, the Observation Index
Level Performance [of an Index in the Index Basket] is the Relevant Level [of
such Index] on a specified Coupon Trigger Valuation Date divided by the
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Initial Index Level [of such Index] and expressed as a percentage.]]

[Representative of the [Noteholders] [Warrantholders]: Not Applicable.
There is no representative appointed to act on behalf of the [Noteholders]
[Warrantholders].]

C.10

Derivative
components in
interest payment:

Notes may or may not have a derivative component in the interest payment.
Notes which have a derivative component in the interest payment will accrue
interest according to the performance of a specified index or performances of
specified indices. Warrants do not bear interest.

[The interest payable on the Notes has a derivative component as follows:
The "Coupon Trigger Event" provisions apply to the Notes. Accordingly:

e if on a specified Coupon Trigger Valuation Date, the Observation Index
Level Performance [of the worst performing Index in the Index Basket] is
equal or greater than the relevant Coupon Trigger Level corresponding to such
Coupon Trigger Valuation Date and specified in the table below, the Note will
provide for a Coupon Trigger Amount equal to the Calculation Amount of the
Note multiplied by the relevant Coupon Trigger Rate corresponding to such
Coupon Trigger Valuation Date and specified in the table below .

e if on a specified Coupon Trigger Valuation Date, the Observation Index
Level Performance [of the worst performing Index in the Index Basket] is less
than the relevant Coupon Trigger Level corresponding to such Coupon Trigger
Valuation Date and specified in the table below, no Coupon Trigger Amount
will be payable in respect of such Coupon Trigger Valuation Date.

Coupon Trigger | Coupon Trigger | Coupon Trigger Rate
Valuation Date Level
[1] [ ] [ ]

For the purposes of making the above calculations, the Observation Index
Level Performance [of an Index in the Index Basket] is the Relevant Level [of
such Index] on a specified Coupon Trigger Valuation Date divided by the
Initial Index Level [of such Index] and expressed as a percentage.]]

[Not Applicable. [The Notes have a denomination of more than EUR 100,000
(or its equivalent in any other currency) per Note] [Warrants are not interest
bearing].]

[Not Applicable. There is no derivative component in relation to the interest
payable on the Notes.]

Cl1

Listing and trading:

Notes and Warrants may or may not be listed on the Official List of the United
Kingdom Financial Conduct Authority and admitted to trading on the regulated
market of the London Stock Exchange plc.

[Application [has been] [will be] made to admit the [Notes] [Warrants] to the
Official List of the United Kingdom Financial Conduct Authority and to
trading on the regulated market of the London Stock Exchange plc.] [Not
Applicable. The [Notes] [Warrants] will not be admitted to trading on any
regulated market.]

C.15

Description of how
the value of the
investment is
affected by the
value of the
underlying
instrument:

The return on, and value of, the Notes and Warrants will be linked to the
performance of a specified index or the performances of specified indices. In
addition, any interest payments will be calculated by reference to a fixed rate,
floating rate or the performance of a specified index.

[Fluctuations in the level of the Index or the securities underlying an Index
may affect the value of the [Notes] [Warrants], but equally an investor in the
[Notes] [Warrants] is subject to the risk that expectations of fluctuation in level
of the Index or securities underlying an Index during the remaining period to
the [maturity of the Notes] [expiry of the Warrants] or any earlier [redemption]
[exercise] date would adversely affect amounts payable in respect of the
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[Notes] [Warrants]. The level of the Index or the securities underlying an
Index may vary over time and may increase or decrease by reference to a
variety of factors which may include corporate actions, macro-economic
factors and speculation.]

[Not Applicable. [The Notes have a denomination of more than EUR 100,000
(or its equivalent in any other currency) per Note.] [The Warrants can only be
acquired for a consideration of at least EUR 100,000 per Warrant.]]

C.16

Expiration or
maturity date of
securities:

The Notes and Warrants respectively are scheduled to be redeemed or expire
on a scheduled date.

[The maturity date of the Notes is [ ] (the "Maturity Date™).] [The expiry date
in respect of the Warrants is [ ] (the "Expiry Date"). The Warrants are
"European Style Warrants™ and are therefore exercisable on the Expiry Date.]

C.17

Settlement
procedure:

The Notes or Warrants will be cash settled and all payments will be made
through the relevant clearing system.

The [Notes] [Warrants] will be cash-settled.

All payments to [Noteholders] [Warrantholders] will be paid through
[Euroclear] [and/or] [Clearstream, Luxembourg] [CREST].

C.18

Return on
securities:

The return on, and value of, the Notes and Warrants will be linked to the
performance of a specified index or the performances of specified indices. In
addition, any interest payments will be calculated by reference to a fixed rate,
floating rate or the performance of a specified index.

The [Notes] [Warrants] entitle holders to cash payments and do not entitle an
investor to physical delivery of securities.

[Unless redeemed early, the Notes will be automatically redeemed on the
Maturity Date, at which time the investor will be entitled to receive the Final
Redemption Amount (if any).]

[The Warrants are automatically exercisable and will be deemed to be
exercised on the Expiry Date at which time the investor will be entitled to
receive the Cash Settlement Amount (if any).]

[Warrants are exercised by the due completion and delivery of an exercise
notice to [Euroclear and/or Clearstream, Luxembourg] [CREST] and the
Principal Warrant Agent on the Expiry Date, otherwise such Warrants will
become void. Following a due exercise, the investor will be entitled to receive
the Cash Settlement Amount.]

C.19

Exercise price or
final reference price
of the underlying:

Calculations which are required to be made in order to determine payments in
respect of the Notes and Warrants and determinations of the levels of the
specified index or specified indices will be made by the Calculation Agent.

The calculations which are required to be made to calculate the [Final
Redemption Amount [or Automatic Early Redemption Amount]] [Cash
Settlement Amount], will be based on the level of [the] [each] Index (the
"Relevant Level") determined by the Calculation Agent being [HSBC Bank
plc] [HSBC France]. The Calculation Agent will determine the Relevant Level
by reference to the level of [the] [each[ Index quoted on a particular exchange
or quotation system at a valuation time.

C.20

Type of the
underlying:

The return on, and value of, Notes and Warrants will be linked to the
performance of a specified index or the performances of specified indices. In
addition, any interest payments will be calculated by reference to a fixed rate,
floating rate or the performance of a specified index.

The underlying for the [Notes] [Warrants] is [one index, namely] [a basket of
indices, comprised of] [ ].

[Information on the [Index] [Indices] can be found [ ].]
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Section D — Risks

D.2

Key risks specificto | The Group's financial results could be adversely affected by the global
the issuer:* economic outlook: Global economic growth remained weak in 2014 and oil
and commodity prices have declined significantly since the middle of 2014, as
a result of increasing global demand-supply imbalances. The fall in energy
prices over such a short span of time sharpens fiscal and financing challenges
for energy exporters, and although it brings benefits for oil importers, it also
accentuates deflationary risks. The prospect of low oil prices for a prolonged
period may also reduce investment in exploration and thus poses the danger of
significantly reducing future supply. The economic recovery in the eurozone is
still at risk. In spite of looser monetary policy, deflationary pressures persist as
a result of low oil prices. Acceleration in the structural reform agenda could
also accentuate such deflationary pressures in the short term. The Group's
results could be adversely affected by a prolonged period of low or negative
interest rates, low inflation levels or deflation and/or low oil prices.

The Issuer’s parent company is subject to regulatory commitments and
consent orders: HSBC Holdings has entered into agreements with US and UK
government agencies to comply with certain forward-looking obligations with
respect to anti-money laundering and sanctions requirements. Failure to
comply with the terms of such agreements may have a material adverse effect
on the Group.

UK and European banking structural reform legislation and proposals
could materially adversely affect the Group: Major changes to the corporate
structure and business activities of the Group, including the establishment of a
ring-fenced bank for retail banking activities, are expected pursuant to UK and
European banking structural reform legislation and proposals. The most likely
restructuring will involve separating the Issuer’s retail activities from the
Issuer.

The Group is subject to a number of legal and regulatory actions and
investigations: The Group is subject to a number of legal and regulatory
actions and investigations, the outcomes of which are inherently difficult to
predict. An unfavourable result in one or more of these could result in the
Group incurring significant expense, substantial monetary damages, loss of
significant assets, other penalties and injunctive relief, potential regulatory
restrictions on the Group's business and/or a negative effect on the Group's
reputation.

Unfavourable legislative or regulatory developments, or changes in the
policy of regulators or governments could materially adversely affect the
Group: Financial service providers, including the Group, face increasingly
stringent and costly legal, regulatory and supervisory requirements,
particularly in the areas of capital and liquidity management, conduct of
business (including sales processes and incentives and product and investment
suitability), remuneration, recovery and resolution, operational structures and
the integrity of financial services delivery. Increased government intervention
and control over financial institutions, together with measures to reduce
systemic risk, may significantly alter the competitive landscape in which the
Group operates.

The Group is subject to the substance and interpretation of tax laws in the
jurisdictions in which it operates: The Group is subject to the substance and
interpretation of tax laws in all countries in which it operates, the risk

Element D.2 (Key risks specific to the Issuer) of the Summary has been updated to reflect that the risk factor
entitled "The Group's financial results could be adversely affected by the global economic outlook" is a risk
that the Issuer believes to be key to any assessment by an investor of whether to consider an investment in
the securities, and the risk factor entitled "The Group has experience to counterparties in the eurozone
which may be affected by a sovereign or currency crisis" is no longer such a risk.
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associated with changes in tax law or in the interpretation of tax law, the risk
of changes in tax rates and the risk of consequences arising from failure to
comply with procedures required by tax authorities.

The Group's operations are highly dependent on its information
technology systems: The reliability and security of the Group's information
and technology infrastructure and the Group's customer databases are crucial to
maintaining the service availability of banking applications and processes and
to protecting the HSBC brand. Critical systems failure, prolonged loss of
service, internet crime or fraud or a material breach of security could lead to
financial loss and cause damage to the Group's business and brand.

The Group’s operations have inherent reputational risk: Reputational risk
may arise from negative public opinion about the actual or perceived manner
in which the Group conducts its business activities, its financial performance,
and actual or perceived practices in banking and the financial services industry
generally. Negative public opinion, which may be spread due to the rapid
growth of social media, may adversely affect the Group’s ability to keep and
attract customers and, in particular, corporate and retail depositors, which in
turn could have a material adverse effect on the Group.

The Group has significant exposure to counterparty risk both within the
financial sector and to other risk concentrations: Financial institutions are
necessarily interdependent because of trading, clearing, counterparty or other
relationships, which could affect its funding and its ability to manage the risks
of its business.

The Group is subject to risks associated with market fluctuations: The
Group’s businesses are exposed to changes in, and increased volatility of,
interest rates, inflation rates, credit spreads, foreign exchange rates,
commodity, equity, bond and property prices and the risk that the Group’s
customers act in a manner inconsistent with its business, pricing and hedging
assumptions. It is difficult to predict with any accuracy changes in market
conditions, and such changes could have a material adverse effect on the
Group.

Liquidity, or ready access to funds, is essential to the Group's business: If
the Issuer or any member of the Group is unable to raise funds, its liquidity
position could be adversely affected and it might be unable to meet deposit
withdrawals or obligations under committed financing facilities and insurance
contracts, to fund new loans, investments and businneses or to repay
borrowings as they mature.

D.3

Key risks specific to
the securities:

Credit risk: The Notes and Warrants are direct, unsecured and unsubordinated
obligations of the Issuer and not of any other person. If the Issuer's financial
position were to deteriorate, there could be a risk that the Issuer would not be
able to meet its obligations under the Notes and Warrants (the Issuer's credit
risk). If the Issuer becomes insolvent or defaults on its obligations under the
Notes and Warrants, in the worst case scenario, investors in the Notes and
Warrants could lose all of their invested amounts.

The Notes and Warrants are unsecured obligations: The Notes and Warrants
are not secured over any asset. Therefore, the investor would not be able to
enforce security as a method of recouping payments due under the Notes or
Warrants if the Issuer were to become insolvent and cease to be able to pay
such amounts.

The Notes and Warrants are not ordinary debt securities: The Notes may not
pay interest, the Warrants do not pay interest and, upon redemption or expiry
(as applicable), either the Notes or Warrants may return less than the amount
invested or nothing.

No ownership rights: The Notes and Warrants do not confer any legal or
beneficial interest or any voting or dividend rights in securities underlying the
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Index.

There may be no active trading market or secondary market for liquidity for
Notes and Warrants: Any Series of Notes and Warrants may not be widely
distributed and there may not be an active trading market, nor is there
assurance as to the development of an active trading market. If there is no
liquid market, investors may not be able to realise their investment in the Notes
and Warrants until maturity or expiry of such Notes and Warrants or may not
realise a return that equals or exceeds the purchase price of their Notes and
Warrants.

Illegality or changes in tax law may cause the Issuer's obligations under the
Notes to be redeemed early or the Warrants to be terminated early: If the
Calculation Agent determines the performance of the Issuer's obligations under
any Notes and Warrants shall have become unlawful or impracticable, or if the
Issuer determines that it has become liable for, or payments under the Notes
have become subject to, any taxes the Issuer may redeem the Notes or
terminate its obligations under the Warrants and pay a sum representing [the
fair value of the Notes or Warrants (as applicable)] [par value for the Notes].
As a result, Noteholders and Warrantholders will forgo any future appreciation
in the relevant Index [and any further interest payments,] [and may suffer a
loss of some or all of their investments].

Taxation: All payments under the Notes and Warrants will be made without
deduction of United Kingdom taxes unless otherwise required. Investors
should therefore be aware that they may be subject to taxes in respect of
transactions involving Notes or Warrants depending, amongst other things,
upon the status of the potential purchaser and laws relating to transfer and
registration taxes.

Capital risks relating to Notes and Warrants: Unless the relevant Series of
Notes or Put and Call Warrants (when held as a pair) is fully principal
protected, the repayment of any amount invested in Notes or Put and Call
Warrants and any return on investment is not guaranteed. As a result the
investors' capital can fall below the amount initially invested. Unlike a savings
account or similar investment, an investment in the Notes or Warrants is not
covered by the UK Financial Services Compensation Scheme.

Certain factors affecting the value and trading price of Notes and Warrants:
Amounts payable under the Notes and Warrants may be affected by fluctuation
in value of the Index or securities underlying an Index, changes in interest
rates, volatility of the securities underlying the Index, time remaining to
redemption or exercise (as applicable) and dividend rates on the securities
underlying an Index.

Conflicts of Interest may arise between the Issuer or its affiliates and the
Noteholders or Warrantholders: The Issuer or its affiliates may enter into
hedging or other transactions (i) relating to an Index or to securities underlying
an Index or (ii) with issuers of securities underlying an Index. The Issuer or its
affiliates may also publish research or other reports relating to Indices or
securities underlying an Index. Any such activities may have a positive or
negative effect on the value of Notes and Warrants relating to such Indices. In
addition, the Issuer may assume roles as hedging counterparty or calculation
agent under the Notes and Warrants. In respect of any of these roles the Issuer
may have interests that conflict with the interests of Noteholders or
Warrantholders.

Calculation Agent's discretion and valuations: Calculation of amounts
payable in respect of redemption or exercise of the Notes or Warrants and any
interest payments, if applicable, may be made by reference to specified screen
rates or levels published on exchanges or other quotation systems and, in the
absence of such display, at an amount determined by the Calculation Agent at
its sole and absolute discretion acting in good faith. The Calculation Agent
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may be permitted to use its proprietary models to set the terms of adjustments
which may be made under the Notes and Warrants which may be difficult to
verify without expertise in valuation models.

[Commission and cost of hedging: The Issue Price of the Notes or Warrants
may include the distribution commission or fee charged by the Issuer and/or its
affiliates and the cost or expected costs of hedging the Issuer's obligations
under the Notes and Warrants (if any). Accordingly, there is a risk that, upon
issue, the price of the Notes or Warrants in the secondary market would be
lower than the original Issue Price of the Notes or Warrants, as applicable.]

Exchange control risks: Government and monetary authorities may impose or
modify exchange controls that could adversely affect an applicable exchange
rate or transfer of funds in and out of the country. As a result of such
restrictions, the Issuer may make payments under the Notes or Warrants in
U.S. dollars or another currency than the Settlement Currency. As a result,
investors will forgo any future appreciation of the Settlement Currency.

Exchange rate risks: The Issuer will pay amounts in respect of the Notes and
Warrants in the Settlement Currency. Where the Settlement Currency is not the
same as the investor's preferred currency, the realisable value of the investment
in the investor's preferred currency may be at risk from fluctuations in the
exchange rate.

[Emerging markets currency risks: Notes and Warrants issued may settle in
an emerging markets currency. Investors in such Notes and Warrants should be
aware that these markets are subject to greater risks than well developed
markets. Currencies of emerging markets countries may be volatile and subject
to exchange controls. If the Settlement Currency is an emerging markets
currency, the Notes and Warrants may provide that the Issuer is entitled to
make payments in an alternative payment currency if it is not possible or
impracticable for the Issuer to make payments in the Settlement Currency due
to such emerging markets currency risks.]

Market Disruption Events and Additional Disruption Events: In the case of
early closure of the relevant exchange, disruption of such exchange or
suspension of trading on such exchange (“Market Disruption Events") or a
hedging disruption, a change in applicable laws, an increased cost of hedging
("Additional Disruption Events") or in case of an index cancellation or
modification or disruption in the publication of the index (each, an "Index
Adjustment Event"), postponement or adjustment of valuations in case of a
Market Disruption Event or adjustment of terms or termination of the Notes
and Warrants in case of an Additional Disruption Event or Index Adjustment
Event in respect of such Notes and Warrants may have an adverse effect on the
value of such Notes and Warrants.

[RMB risks: There are restrictions on the conversion of RMB into other
currencies. The amount of Offshore RMB deliverable outside PRC may be
limited, which may affect the liquidity of Notes or Warrants settling in
Offshore RMB. The market for Offshore RMB is a different market to that of
RMB deliverable in PRC. The Offshore RMB exchange rate may be
influenced by the onshore RMB exchange rate. The Offshore RMB market
may become illiquid or Offshore RMB may become inconvertible or non-
transferable. In such circumstances the Issuer may settle payments under the
Notes or Warrants in [U.S. dollars] [  ]. In addition, interest rates are
government-controlled in PRC and changes therein may affect the Offshore
RMB interest rate which may cause the value of the Notes or Warrants to
fluctuate.]

[Specific risks relating to Floating Rate Notes: The rate of interest is not fixed
and is tied to the performance of an underlying benchmark [subject to a
[Maximum Interest Rate] [and] [Minimum Interest Rate]]. The rate of interest
can periodically go down and therefore return on the Notes is not guaranteed
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and may in a worst case scenario become zero. [Investors should be aware that
in respect of Floating Rate Notes which are subject to a Maximum Interest
Rate return on the Notes is limited to such Maximum Interest Rate and
therefore investors will not benefit from any further increases of the underlying
benchmark above such Maximum Interest Rate.]]

[Specific risk relating to Fixed Rate Notes: The rate of interest is fixed during
the term of the Notes.

Therefore, investors in Fixed Rate Notes will not benefit from any increases in
market interest rates.]

D.6

Key risks specific to
the securities and
risk warning to
investors:

Credit risk: The Notes and Warrants are direct, unsecured and unsubordinated
obligations of the Issuer and not of any other person. If the Issuer's financial
position were to deteriorate, there could be a risk that the Issuer would not be
able to meet its obligations under the Notes and Warrants (the Issuer's credit
risk). If the Issuer becomes insolvent or defaults on its obligations under the
Notes and Warrants, in the worst case scenario, investors in the Notes and
Warrants could lose all of their invested amounts.

The Notes and Warrants are unsecured obligations: The Notes and Warrants
are not secured. If the Issuer becomes unable to pay amounts owed to investors
under the Notes and Warrants, such investors would not have recourse to
securities underlying the Index or any other security or collateral, and may not
receive any payments under the Notes and Warrants.

The Notes and Warrants are not ordinary debt securities: The Notes may not
pay interest, the Warrants do not pay interest and, upon redemption or expiry
(as applicable), either the Notes or Warrants may return less than the amount
invested or nothing.

No ownership rights: The Notes and Warrants do not confer any legal or
beneficial interest or any voting or dividend rights in securities underlying the
Index.

There may be no active trading market or secondary market for liquidity for
Notes and Warrants: Any series of Notes and Warrants may not be widely
distributed and there may not be an active trading market, nor is there
assurance as to the development of an active trading market. If there is no
liquid market, investors may not be able to realise their investment in the Notes
and Warrants until maturity or expiry of such Notes and Warrants or may not
realise a return that equals or exceeds the purchase price of their Notes and
Warrants.

Illegality or changes in tax law may cause the Issuer's obligations under the
Notes to be redeemed early or the Warrants to be terminated early: If the
Calculation Agent determines the performance of the Issuer's obligations under
any Notes and Warrants shall have become unlawful or impracticable, or if the
Issuer determines that it has become liable for, or payments under the Notes
have become subject to, any taxes the Issuer may redeem the Notes or
terminate its obligations under the Warrants and pay a sum representing [the
fair value of the Notes or Warrants (as applicable)] [par value for the Notes].
As a result, Noteholders and Warrantholders will forgo any future appreciation
in the relevant Index [and any further interest payments,] [and may suffer a
loss of some or all of their investments].

Taxation: All payments under the Notes and Warrants will be made without
deduction of United Kingdom taxes unless otherwise required. Investors
should therefore be aware that they may be subject to taxes in respect of
transactions involving Notes or Warrants depending, amongst other things,
upon the status of the potential purchaser and laws relating to transfer and
registration taxes.

Capital risks relating to Notes and Warrants: Unless the relevant Series of
Notes or Put and Call Warrants (when held as a pair) is fully principal
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protected, the repayment of any amount invested in Notes or Put and Call
Warrants and any return on investment is not guaranteed. As a result the
investors' capital can fall below the amount initially invested. Unlike a savings
account or similar investment, an investment in the Notes or Warrants is not
covered by the UK Financial Services Compensation Scheme.

Certain factors affecting the value and trading price of Notes and Warrants:
Amounts payable under the Notes and Warrants may be affected by fluctuation
in value of the Index or securities underlying an Index, changes in interest
rates, volatility of the securities underlying the Index, time remaining to
redemption or exercise (as applicable) and dividend rates on the securities
underlying an Index.

Conflicts of Interest may arise between the Issuer or its affiliates and the
Noteholders or Warrantholders: The Issuer or its affiliates may enter into
hedging or other transactions (i) relating to an Index or to securities underlying
an Index or (ii) with issuers of securities underlying an Index. The Issuer or its
affiliates may also publish research or other reports relating to Indices or
securities underlying an Index. Any such activities may have a positive or
negative effect on the value of Notes and Warrants relating to such Indices. In
addition, the Issuer may assume roles as hedging counterparty or calculation
agent under the Notes and Warrants. In respect of any of these roles the Issuer
may have interests that conflict with the interests of Noteholders or
Warrantholders.

Calculation Agent's discretion and valuations: Calculation of amounts
payable in respect of redemption or exercise of the Notes or Warrants and any
interest payments, if applicable, may be made by reference to specified screen
rates or levels published on exchanges or other quotation systems and, in the
absence of such display, at an amount determined by the Calculation Agent at
its sole and absolute discretion. The Calculation Agent may be permitted to use
its proprietary models to set the terms of adjustments which may be made
under the Notes and Warrants which may be difficult to verify without
expertise in valuation models.

[Commission and cost of hedging: The Issue Price of the Notes or Warrants
may include the distribution commission or fee charged by the Issuer and/or its
affiliates and the cost or expected costs of hedging the Issuer's obligations
under the Notes and Warrants (if any). Accordingly, there is a risk that, upon
issue, the price of the Notes or Warrants in the secondary market would be
lower than the original Issue Price.]

Exchange control risks: Government and monetary authorities may impose or
modify exchange controls that could adversely effect an applicable exchange
rate or transfer of funds in and out of the country. As a result of such
restrictions the Issuer may make payments under the Notes or Warrants in U.S.
dollars or another currency than the Settlement Currency. As a result,
investors will forgo any future appreciation of the Settlement Currency.

Exchange rate risks: The Issuer will pay amounts in respect of the Notes and
Warrants in the Settlement Currency. Where the Settlement Currency is not the
same as the investor's preferred currency, the realisable value of the investment
in the investor's preferred currency may be at risk from fluctuations in the
exchange rate.

[Emerging markets currency risks: Notes and Warrants issued may settle in
an emerging markets currency. Investors in such Notes and Warrants should be
aware that these markets are subject to greater risks than well developed
markets. Currencies of emerging markets countries may be volatile and subject
to exchange controls. If the Settlement Currency is an emerging markets
currency, the Notes and Warrants may provide that the Issuer is entitled to
make payments in an alternative payment currency if it is not possible or
impracticable for the Issuer to make payments in the Settlement Currency due

-85-




to such emerging markets currency risks.]

Market Disruption Events and Additional Disruption Events: In the case of
early closure of the relevant exchange, disruption of such exchange or
suspension of trading on such exchange ("Market Disruption Events") or a
hedging disruption, a change in applicable laws, an increased cost of hedging
("Additional Disruption Events") or in case of an index cancellation or
modification or disruption in the publication of the index (each, an "Index
Adjustment Event"), postponement or adjustment of valuations in case of a
Market Disruption Event or adjustment of terms or termination of the Notes
and Warrants in case of an Additional Disruption Event or Index Adjustment
Event in respect of such Notes and Warrants may have an adverse effect on the
value of such Notes and Warrants.

[RMB risks: There are restrictions on the conversion of RMB into other
currencies. The amount of Offshore RMB deliverable outside PRC may be
limited, which may affect the liquidity of Notes or Warrants settling in
Offshore RMB. The market for Offshore RMB is a different market to that of
RMB deliverable in PRC. The Offshore RMB exchange rate may be
influenced by the onshore RMB exchange rate. The Offshore RMB market
may become illiquid or Offshore RMB may become inconvertible or non-
transferable. In such circumstances the Issuer may settle payments under the
Notes or Warrants in [U.S. dollars] [ ]. In addition, interest rates are
government-controlled in PRC and changes therein may affect the Offshore
RMB interest rate which may cause the value of the Notes or Warrants to
fluctuate.]

[Specific risks relating to Floating Rate Notes: The rate of interest is not fixed
and is tied to the performance of an underlying benchmark [subject to a
[Maximum Interest Rate] [and] [Minimum Interest Rate]]. The rate of interest
can periodically go down and therefore return on the Notes is not guaranteed
and may in a worst case scenario become zero. [Investors should be aware that
in respect of Floating Rate Notes which are subject to a Maximum Interest
Rate return on the Notes is limited to such Maximum Interest Rate and
therefore investors will not benefit from any further increases of the underlying
benchmark above such Maximum Interest Rate.]]

[Specific risk relating to Fixed Rate Notes: The rate of interest is fixed during
the term of the Notes.

Therefore, investors in Fixed Rate Notes will not benefit from any increases in
market interest rates.]

Investors may lose the value of their entire investment or part of it, as the
case may be.

Section E — Offer

E.2b | Reasons for the The net proceeds from each issue will be applied by the Issuer for profit
offer and use of making or risk hedging unless otherwise specified below.
8:’;2?,22: }Arlgﬁ? [The net proceeds from the issue of the [Notes] [Warrants] will be used by the
making profit Issuer for [profit making or risk hedging] [ ] purposes.]
and/or hedging [Not Applicable. The Notes have a denomination of more than EUR 100,000
certain risks: (or its equivalent in any other currency) per Note.]

E.3 Description of the [An investor intending to acquire or acquiring [Notes] [Warrants] from an

terms and
conditions of the
offer:

offeror authorised by the Issuer, will do so, and the offer and sale of [Notes]
[Warrants] to an investor by such Authorised Offeror will be made, in
accordance with arrangements agreed between such Authorised Offeror and
such investor including as to price, allocations and settlement arrangements.
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Offer Price: [Issue Price] [ 1]

Total amount of the issue/offer; if the amount is not fixed, [ ] [Not
description of the arrangements and time for announcing Applicable]
to the public the definitive amount of the offer:

The time period, including any possible amendments, [ ] [Not
during which the offer will be open: Applicable]
Conditions to which the offer is subject: [ 1 [Not
Applicable]
Description of the application process: [ 1 [Not
Applicable]
Description of possibility to reduce subscriptions and [ ] [Not
manner for refunding excess amount paid by applicants: Applicable]
Details of the minimum and/or maximum amount of [ ] [Not
application: Applicable]
Details of the method and time limits for paying up the [ ] [Not
securities and delivering of the securities: Applicable]
Manner in and date on which results of the offer are tobe [ ] [Not
made public: Applicable]
Procedure for exercise of any right of pre-emption, [ ] [Not

negotiability of subscription rights and treatment of Applicable]
subscription rights not exercised:

Whether tranche(s) have been reserved for certain [ ] [Not
countries: Applicable]
Process for notification to applicants of the amount [ ] [Not

allotted and the indication whether dealing may begin Applicable]
before notification is made:

Amount of any expenses and taxes specifically charged to [ ] [Not
the subscriber or purchaser: Applicable]
Name(s) and address(es), to the extent known to the [ ] [Not

Issuer, of the placers in the various countries where the Applicable]
offer takes place:

Name and address of any paying agents and depositary [ ] [Not
agents in each country: Applicable]
Name and address if the entities which have a firm [ ] [Not

commitment to act as intermediaries in secondary trading, Applicable]]
providing liquidity through bid and offer rates and
description of the main terms of their commitment:

[Not Applicable. The [Notes] [Warrants] will not be publicly offered.]

[Not Applicable. The Notes have a denomination of more than EUR 100,000
(or its equivalent in any other currency) per Note.]

E.4

Description of any
interests material to
the issue/offer,
including conflicting
interests:

The lIssuer or its affiliates may engage in hedging or other transactions
involving the relevant Index or securities underlying the Index (as applicable)
which may have a positive or negative effect on the value of such Index and
therefore on the value of any Notes or Warrants to which they relate. Certain
affiliates of the Issuer may also be the counterparty to the hedge of the Issuer's
obligations under an issue of the Notes or Warrants and the Calculation Agent
is responsible for making determinations and calculations in connection with
the Notes or Warrants in its sole and absolute discretion acting in good faith.
The Issuer or its affiliates may from time to time advise the issuer or obligors
of, or publish research reports relating to, the Index or the securities underlying
an Index (as applicable). The views or advice may have a positive or negative
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effect on the value of the Index and may be inconsistent with purchasing or
holding the Notes or Warrants relating to such Index.

[The above statements relating to conflicts of interests [are][are not] applicable
to the [Notes][Warrants].]

[Fees [are] [may be] payable by the Issuer to the [Dealer[s]] [Manager[s]]
acting as underwriter(s) of issues of the [Notes] [Warrants].]

[[Save as disclosed above, no] [No] person involved in the [issue/offer] of the
[Notes] [Warrants] has an interest material to the [issue/offer].] [The following
additional interest(s) are material to issues of the [Notes] [Warrants]: [ ].]

E.7

Estimated expenses
charged to the
investor by the
Issuer or the
offeror:

Expenses to investors in connection with any issue of Notes and Warrants may
or may not be charged.

[The expenses charged to the investor by the [Issuer] [Authorised Offeror] will
consist of [ ] per cent. commission in respect of the [issue/offer] of the [Notes]
[Warrants], which will be [included in the Issue Price of the [Notes]
[Warrants]] [payable by the investor].]

[Not Applicable. [Expenses in respect of [Notes] [Warrants] are not charged
directly by the [Issuer] [Authorised Offeror] to the investor.]

[No commission in respect of the [issue/offer] of the [Notes] [Warrants] will
be payable by the investor.]
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SUMMARY

This section provides an overview of information included in this Base Prospectus. It includes blank
placeholders for options provided for under the Programme which will only be known at the time of each
issuance of Warrants. A completed summary of each individual issue will be annexed to the relevant Final
Terms.

Summaries are made up of disclosure requirements known as "Elements". These elements are numbered in
Sections A-E (A.1-E.7).

This summary contains all the Elements required to be included in a summary for this type of securities and
issuer. Because some Elements are not required to be addressed, there may be gaps in the numbering sequence
of the Elements.

Even though an Element may be required to be inserted in the summary because of the type of securities and
issuer, it is possible that no relevant information can be given regarding the Element. In this case a short
description of the Element is included in the summary with the mention of "Not Applicable”.

Section A — Introduction and Warnings

Al Introduction and This summary must be read as an introduction to the prospectus and any
Warnings: decision to invest in the Warrants should be based on a consideration of the
prospectus as a whole by the investor, including any information incorporated
by reference and read together with the relevant final terms.

Where a claim relating to the information contained in the prospectus is
brought before a court in a Member State of the European Economic Area, the
claimant may, under the national legislation of the Member States, be required
to bear the costs of translating the prospectus before the legal proceedings are
initiated.

Civil liability attaches only to those persons who have tabled this summary
including any translation thereof, but only if this summary is misleading,
inaccurate or inconsistent when read together with the other parts of the
prospectus or it does not provide, when read together with the other parts of
the prospectus, key information in order to aid investors when considering
whether to invest in the Warrants.

A2 Consent by the Not Applicable. The prospectus has been prepared solely in connection with
Issuer to the use of the admission of Warrants to trading on a regulated market pursuant to Article
the prospectus in 3(3) of the Prospectus Directive and there will be no public offer of the
subsequent resale or | Warrants. The Issuer does not consent to the use of the prospectus for
final placement of subsequent resales.

the Warrants,
indication of offer
period and
conditions to
consent for
subsequent resale or
final placement and

warning:
Section B — Issuer
B.1 Legal and The legal name of the issuer is HSBC Bank plc (the "Issuer") and, for the
commercial name of | purposes of advertising, the Issuer uses an abbreviated version of its name,
the Issuer: HSBC.
B.2 Domicile and legal The Issuer is a public limited company registered in England and Wales under
form of the Issuer, registration number 14259. The liability of its members is limited. The Issuer

the legislation under | was constituted by Deed of Settlement on 15 August 1836 and in 1873,
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which the Issuer
operates and its
country of
incorporation:

registered under the Companies Act 1862 as an unlimited company. It was re-
registered as a company limited by shares under the Companies Acts 1862 to
1879 on 1 July 1880. On 1 February 1982 the Issuer re-registered under the
Companies Acts 1948 to 1980 as a public limited company.

The Issuer is subject to primary and secondary legislation relating to financial
services and banking regulation in the United Kingdom, including, inter alia,
the UK Financial Services and Markets Act 2000 as amended, for the purposes
of which the Issuer is an authorised person carrying on the business of
financial services provision. In addition, as a public limited company, the
Issuer is subject to the UK Companies Act 2006.

B.4b

Known trends
affecting the Issuer
and the industries in
which it operates:*

The UK recovery continued through the second half of 2014, though the pace
of expansion moderated towards the end of the year. Preliminary estimates
indicate that the annual rate of growth of real Gross Domestic Product
("GDP") was 2.6 per cent. The unemployment rate fell to 5.7 per cent in the
three months to December and wage growth accelerated slightly from a very
low level. The annual Consumer Price Index ("CPI") measure of inflation
reached a 14-year low of 0.5 per cent in December. After a period of rapid
activity in 2013 and the early months of 2014, there were signs that both
economic activity and price inflation in the housing market were moderating
as the year ended. The Bank of England kept the Bank Rate steady at 0.5 per
cent.

The recovery in eurozone economic activity in 2014 was slow and uneven
across Member States. Real GDP in the region as a whole grew by 0.9 per cent
in the year. The German and Spanish economies grew by 1.6 per cent and 1.5
per cent, respectively, while French GDP grew by a more modest 0.4 per cent.
Eurozone inflation fell to minus 0.2 per cent in December, prompting fears
that the region could move towards a sustained period of deflation. The
likelihood that low growth and inflation could persist for an extended period
prompted the European Central Bank ("ECB") to cut the main refinancing rate
and the deposit rate to 0.05 per cent and minus 0.2 per cent, respectively, in
September and embark on a policy of balance sheet expansion starting with
purchases of covered bonds and asset-backed securities.

In Turkey, the annual rate of GDP growth slowed in the third quarter to 1.7
per cent largely driven by a slowdown in private consumption. The annual rate
of private investment has been particularly weak throughout 2014, averaging
minus 1.6 per cent in the first three quarters. CPI inflation remained elevated
at 8.2 per cent in December, well above the Central Bank of Turkey's
("CBRT") target of 5.0 per cent. Despite elevated inflation and the sizeable
deficit in Turkey’s current account position, the CBRT began easing monetary
policy in the second quarter, cutting the key interest rate in May, June and July
to reach 8.25 per cent down from 10 per cent at the start of the year.

B.5

The group and the
Issuer's position
within the group:2

The whole of the issued ordinary and preference share capital of the Issuer is
beneficially owned by HSBC Holdings plc ("HSBC Holdings", together with
its subsidiaries, the "HSBC Group"). The Issuer is the HSBC Group's
principal operating subsidiary undertaking in Europe.

Element B.4b (Known trends affecting the Issuer and the industries in which it operates) of the Summary

has been updated for the updated trend information relating to the economic outlook in the UK, the
eurozone and Turkey, as set out in the 2014 Annual Report and Accounts of the Issuer.

Element B.5 (The group and the Issuer's position within the group) of the Summary has been updated for

the updated financial information relating to the 12 months ended 31 December 2014, as set out in the 2014
Annual Report and Accounts of the Issuer.
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The HSBC Group is one of the largest banking and financial services
organisations in the world. Its international network covers 74 countries and
territories in Europe, Asia, Middle East and North Africa, North America and
Latin America. Its total assets as at 31 December 2014 were U.S.$2,634
billion.

B.9 Profit forecast or Not Applicable. There are no profit forecasts or estimates made in the
estimate: prospectus.

B.10 | Nature of any Not Applicable. There are no qualifications in the audit reports on the audited,
qualifications in the | consolidated financial statements of the Issuer for the financial years ended
audit reports on the | 31 December 2013 or 31 December 2014.
historical financial
information:

B.12 | Selected key The selected key financial information regarding the Issuer set out below has
financial been extracted without material adjustment from the audited consolidated
information, no financial statements of the Issuer for the years ended 31 December 2013 and
material adverse 31 December 2014.
change and no
significant change
statement:?

Year Ended
31
31 December December
2014 2013

For the year (Em)
Profit on ordinary activities before tax (reported basis) .........cccveereierernienieicnnnns 1,953 3,294
Total OPerating INCOME ......c.ooviviuiiiiiiee e 14,202 15,868
Net operating income before loan impairment charges and other credit risk
PPOVISIONS ...ttt bbbkttt b e bbb e b ettt 11,886 12,840
Profit attributable to shareholders of the parent company 1,354 2,495
At year-end (Em)
Total equity attributable to shareholders of the parent company............cccccvveneee. 36,078 32,370
Risk Weighted aSSetS™.............vvivereeieeieeeisiesseeeeeesses s 243,652 185,879
Loans and advances to customers (net of impairment allowances) 257,252 273,722
CUSLOMEr ACCOUNTS.......ocviiiiiciiiiiiin e 346,507 346,358
Capital ratios (%6)*
Common Equity Tier / Core Tier L ratio.........ccoeovrereinenniiseseeese e 8.7 12.1
Tier 1 ratio........ 10.3 13.0
Total CaPItAl FALIO.......ceeeiieeeeee s 13.8 18.0
Performance ratios (%)
Risk adjusted reVenue growth?...............cc.cueveveeveeceeriieseeieseeseeseeseeseesseeseseeseenens (3.6) 5.6
Return on average shareholders' equity of the parent company?®. 4.2 79
Post-tax return on total aSSets ... 0.2 0.3
Pre-tax return on average risk-weighted assets .. 0.8 17
Dividend Payout Fatio® .............co.ovueeeeceecieeeeeeeeeeee e 69.7 48.7
Credit coverage ratios (%)
Loan impairment charges as a percentage of total operating income............... 3.2 6.1
Loan impairment charges as a percentage of average gross customer advances... 0.2 0.4
Efficiency and revenue mix ratios (%0)
Cost efficiency ratio (reported Dasis)®...........c..coeverureerveerrresessis e secsssesesensons 79.8 66.8
As a percentages of total operating income:
- NEL INEEIEST INCOME ...t e 46.7 43.9
- net fee income........ 23.0 21.0
- net trading income 11.3 15.0

% Element B.12 (Selected key financial information, no material adverse change and no significant change
statement) of the Summary has been updated for the updated financial information relating to the 12 months
ended 31 December 2014, as set out in the 2014 Annual Report and Accounts of the Issuer.
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Financial ratios (%0)
Ratio of customer advances to CUStOMEr aCCOUNLS ...........ocovrvreriiciciciereririrennnns 74.2 79.0
Average total shareholders' equity to average total assets.............ccccvvveerrnnnnne. 4.2 3.8

1

CRD Il capital rules.

Current period RWAs and ratios are based on CRD IV rules (refer to page 86). Comparative period RWAs and ratios are based on

Risk-adjusted revenue growth is measured as the percentage change in reported net operating income after loan impairment and other

credit risk charges compared to the previous year.

other credit risk provisions.

The return on average total shareholders' equity is defined as profit attributable to shareholders of the parent company divided by the
average total shareholders' equity.

Dividends declared in respect of or for that year per ordinary share expressed as a percentage of basic earnings per share.

The cost efficiency ratio is defined as total operating expenses divided by net operating income before loan impairment charges and

There has been no material adverse change in the prospects of the Issuer since
31 December 2014 and no significant change in the financial position of the
Issuer and its subsidiaries (the "Group") since 31 December 2014.

B.13 | Recent events Not Applicable. There have been no recent events particular to the Issuer
particular to the which are to a material extent relevant to the evaluation of its solvency.
Issuer which are to a
material extent
relevant to the
evaluation of the
Issuer's solvency:
B.14 | Dependence upon The Issuer is a wholly owned subsidiary of HSBC Holdings.
other entities within
the group: The Issuer and its subsidiaries form a UK-based group. The Issuer conducts
part of its business through its subsidiaries and is accordingly dependent upon
those members of the Group.
B.15 | The Issuer's The Group provides a comprehensive range of banking and related financial
principal activities: | services. The Group divides its activities into four business segments: Retail
Banking and Wealth Management; Commercial Banking; Global Banking and
Markets; and Global Private Banking.
B.16 | Controlling persons: | The whole of the issued ordinary and preference share capital of the Issuer is
owned directly by HSBC Holdings.
Section C — Securities
Cl1 Description of type Issuance in series: Warrants will be issued in series which may comprise one

and class of
securities:

or more tranches issued on different issue dates. The Warrants of each
tranche of the same series will all be subject to identical terms, except for the
issue dates and/or issue prices of the respective tranches.

[The [Warrants][Certificates] being issued are Series [
[Warrants/Certificates] linked to [ 11-
[Warrants/Certificates] being issued is[ ]

], Tranche [ ]
The number of

All references to "Warrants" in this summary include Certificates where
applicable.

Form of Warrants:

The Warrants will be issued in registered form and represented by [a restricted
global registered warrant which will be [deposited with a custodian for, and
registered in the name of a nominee for the Depository Trust Company
("DTC")][deposited with a common depositary for, and registered in the name
of a common nominee for Euroclear Bank S.AJ/N.V. ("Euroclear") and
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Clearstream Banking, société anonyme ("Clearstream, Luxembourg")]
[and]

[[an unrestricted global registered warrant] [a combined global registered
warrant] which will be deposited with a common depositary for, and
registered in the name of a common nominee for Euroclear Bank S.A./N.V.
("Euroclear™) and Clearstream Banking, société anonyme (“Clearstream,
Luxembourg™)]

Security Identification Number(s):

The Warrants have been accepted for clearance through [Euroclear][,/and]
[Clearstream, Luxembourg] [and] [DTC].

The Warrants will be allocated the following Security Identification
Number[s]:

ISIN Code: [ ]
[Common Code: [ 1
[CUSIP: [ 1
[Valoren Number: [ 1
[SEDOL: [ 1

C.2

Currency of the
securities issue:

The Settlement Currency is [ ] (the "Settlement Currency")

C5

Description of any
restrictions on the

free transferability
of the securities:

The Warrants are freely transferable. However, there are restrictions on the
offer and sale of the Warrants and the Issuer and the Managers have agreed
restrictions on the offer, sale and delivery of Warrants and on distribution of
offering materials in the United States, the European Economic Area (France,
Italy, Spain and the United Kingdom), Australia, Kingdom of Bahrain, Hong
Kong, Japan, Singapore, Indonesia, Korea, Malaysia, Mexico, New Zealand,
Norway, the People's Republic of China, Philippines, Russia, Saudi Arabia,
Switzerland, Taiwan, Thailand, United Arab Emirates (excluding the Dubai
International Financial Centre), the Dubai International Financial Centre and
Vietnam. In addition, investors of the Warrants, by their purchase of the
Warrants, will be deemed to have given certain representations, warranties,
undertakings, acknowledgements and agreements.

C38

The rights attaching
to the securities,
including ranking
and limitations to
those rights:

Cash call options: Warrants give the holder rights, including the right to
receive a cash amount from the Issuer calculated by reference to the value of [
][, being the Reference Asset[s][, being the Reference Ind[ex][ices]].
Warrants create call options exercisable by the Warrantholder; there is no
obligation upon such Warrantholder to exercise its Warrant nor any obligation
upon the Issuer to pay any amount in respect of unexercised Warrants.

Payment under the Warrants:

[A Warrantholder will receive one type of payment under the Warrants: the
"Cash Settlement Amount"].

[There are [two/three] types of payment a Warrantholder will receive under
the Warrants: the "Cash Settlement Amount” [and/,] [the Supplementary

-94 -




Amount] [and] [any "Additional Amounts"].

[The Issuer may also elect to pay to Warrantholders a "Non-Cash Distribution
Amount".]

[(1)] Cash Settlement Amount:

[The Warrants are "Equity-Linked Warrants" and therefore the Cash
Settlement Amount payable is linked to [one security][a basket of securities],
namely [ ] (the "Reference Assets"). The Cash Settlement Amount of each
Equity-Linked Warrant is calculated by identifying the "Realisable Sale Price"
of the Reference Assets linked to one Warrant, dividing such price by an
exchange rate (embedding conversion costs) to convert such price from the
currenc[y/ies] in which the underlying[s] [is][are] quoted on an exchange,
namely [ ] (the "Reference Currency") into the currency in which the
Warrants are denominated, namely [ ] (the "Settlement Currency") and
subtracting a percentage fee retained by the Managers or their affiliates.

The "Realisable Sale Price™ will be determined[, taking into account the
weighting of each Reference Asset in the basket,] on a particular date or dates
by reference to payments which the Issuer or its designated Affiliate receives
in unwinding the arrangements it has entered into to hedge the price risk and
currency risk of the Reference Assets at the time of such determination (for
instance, selling equity securities, redeeming related financial instruments or
closing out of hedge transactions) or if no such hedging has been entered into,
a notional amount of what the Issuer would have received if it had done so, as
determined by the Calculation Agent, less any other costs (including, for
instance, brokers' fees, transaction processing fees and actual and potential
taxes, duties and other similar charges, including those costs that would be
incurred by the Issuer and/or its designated Affiliates of investing in the
Reference Assets whether directly or synthetically).]

[(2) Additional Amounts:

This series of Warrants will entitle the Warrantholder to Additional Amounts
corresponding to distributions which would be payable to a notional holder of
a fixed amount of the [Reference Asset][Reference Assets] (such as dividends
or interest payments) which is an institution subject to the same laws as the
Issuer and/or its designated Affiliates. Such amounts will be payable in cash
converted from the Reference Currency into the Settlement Currency at an
exchange rate that would have been used in connection with such conversion.]

[(3) Supplementary Amount:

This series of Warrants will entitle the Warrantholder to an amount (the
"Supplementary Amount") calculated on the basis of a per annum rate
applied to the initial price of the relevant equity security constituting the
Reference Asset, adjusted to take into account any costs (including but not
limited to brokers' fees, transaction processing fees and actual and potential
taxes, duties and other similar charges that would be incurred)[, less a
percentage early exercise cost retained by the Issuer if the Warrants are
exercised prior to their expiry date].

Such Supplementary Amount will be payable in cash, as converted (where
applicable) from the Reference Currency into the Settlement Currency at a
specified exchange rate.]

[Non-Cash Distribution Amount:

-95-




The Issuer may, at its absolute discretion, pay to Warrantholders an amount
(the "Non-Cash Distribution Amount") calculated to reflect the cash
equivalent amount of any non-cash distribution made in respect of the
underlying securities to the holders of such securities, such as an issue of
warrants or preference shares.]

The Warrants do not bear interest.

No guarantee or security: The Warrants are the obligations of the Issuer
only and are unsecured.

Status of the Warrants: Warrants issued under the Programme will be
unsecured and unsubordinated obligations of the Issuer and will rank pari
passu and without preference among themselves and, at their date of issue,
with all other unsecured and unsubordinated obligations of the Issuer (unless
preferred by law).

No events of default: There are no events of default applicable to the
Warrants.

Tax: Warrantholders will be liable for and/or subject to any taxes, duties and
other similar charges including withholding tax, payable in respect of the
Warrants.

Modification and substitution: Modifications to the terms and conditions of
the Warrants (the "Conditions") may be made without the consent of any
Warrantholders to cure any ambiguity or manifest error or correct or
supplement any Conditions provided that it is not materially prejudicial to
the interest of Warrantholders, or is of a formal, minor or technical nature or
comply with mandatory provisions of the law of the Issuer's jurisdiction of
incorporation, or corrects inconsistency between the final terms and the
relevant termsheet relating to the Warrants. The Warrants permit the
substitution of the Issuer with its Affiliate without the consent of any
Warrantholder where the Issuer provides a guarantee of the Affiliate's
obligations.

Termination for lllegality: If the Calculation Agent determines that the
performance of the Issuer's obligations under any Warrants has become
unlawful or impractical in whole or in part for any reason, the Issuer may
terminate such Warrants early in accordance with the Conditions.

Governing Law: English law.

cl1

Listing and trading:

Application has been made to admit Warrants issued under the Programme to
the Official List of the Financial Conduct Authority and to trading on the
regulated market of the London Stock Exchange plc.

[Application will be made for the Warrants to be admitted to listing on the
Official List and to trading on the London Stock Exchange effective on or
about [ 11

C.15

Description of how
the value of the
investment is
affected by the value
of the underlying
instrument:

[The Warrants can only be acquired for consideration of at least EUR 100,000
(or its equivalent in another currency) per Warrant.] [The Warrants can be
acquired for less than EUR 100,000 (or its equivalent in another currency) per
Warrant.]

The Warrants are designed to track the price of [ ] (the "Reference
Asset[s]"). The Cash Settlement Amount payable on exercise of any Warrant
is linked to a [fixed amount of the Reference Asset[s]] by way of a hedge in
respect of such [fixed amount of the Reference Asset[s]] (whether directly or
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synthetically). In general, as the value of the [Reference Asset[s]] increases
or decreases, so will the Cash Settlement Amount payable in respect of such
Warrants.

[The quoted price of the Reference Asset[s]] may diverge from the Cash
Settlement Amount payable under the Warrant owing to any disparity
between the hedge and the Reference Asset, and subject to the deduction of
costs, such as, amongst other things, brokers fees, transaction processing fees
and actual and potential taxes, duties and other similar charges, and including
those costs that would be incurred by the Issuer and/or its designated
Affiliates of investing in the Reference Assets whether directly or
synthetically, and a fee to be retained by the Issuer, the Managers and/or their
Affiliates.

C.16 | Expiration or The Expiry Date in respect of the Warrants is [ ] (the "Expiry Date"). The
maturity date of Warrants are:
securities:
["American Style Warrants" and are therefore exercisable on any Business
Day during the period beginning on (and including) [¢] and ending on (and
including) the Expiry Date.
["European Style Warrants™ and are therefore exercisable on the Expiry Date]
['Bermudan Style Warrants" and therefore exercisable on [  ][and/or] [the
Expiry Date]]
C.17 | Settlement The Warrants will be cash-settled.
procedure:
Any Cash Settlement Amount[, Supplementary Amount, Non-Cash
Distribution Amount] [or Additional Amount] due to the Warrantholder will
be paid through [DTC][,/and] [Euroclear] [and] [Clearstream, Luxembourg]
C.18 | Returnon The date on which the Cash Settlement Amount [and Supplementary Amount]
securities: is scheduled for payment is the [fifth] [ ] business day following the last date

on which an unwind of any applicable underlying hedge transaction relating
to the Warrants has been achieved or which the Calculation Agent determines
would have been achievable by the Issuer and/or its designated Affiliates].

[Unless exercised before the Expiry Date, the Warrants will be automatically
exercised on such date, at which time the Warrantholder will be entitled to
receive the Cash Settlement Amount (if any) [and any Supplementary
Amount].]

[To be entitled to any Cash Settlement Amount [and any Supplementary
Amount], the Warrantholder will be required to deliver an exercise notice to
the Principal Warrant Agent before 10.00 a.m. on the Expiry Date, otherwise
the Warrant shall become void.]

[The Additional Amount will be valued as at the date the Cash Distribution is
notified as the record date for payment to the holders of the underlying
securities. Provided that the Cash Distribution falls within the period from
[(but excluding)] [and (including)] [+] to [(and including)] [(but excluding)]
[*] (the "Additional Payment Period") and the Issuer has determined a
Notional Holder would have received payment in full of a corresponding
amount had the Notional Holder held the Securities, the Additional Amounts
will be due from the Issuer on the next payment date for payment of
Additional Amounts.]

[The Non-Cash Distribution will be valued as at the date the relevant Non-
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Cash Distribution is notified as the record date for distribution to the holders
of the underlying securities. Provided that the Non-Cash Distribution falls
within the period from [(but excluding)] [and (including)] [¢] to [(and
including)] [(but excluding)] [*] (the "Additional Payment Period") and the
Issuer has determined a Notional Holder would have received (in full) a cash
amount in consideration of its disposal of the Non-Cash Distribution had the
Notional Holder held the Securities, the Non-Cash Distribution Amount will
be due from the Issuer on the next payment date for payment of Additional
Amounts.]

C.19

Exercise price or
final reference price
of the underlying:

On exercise of the Warrant, the Cash Settlement Amount will be calculated by
ascertaining a cash amount which [the Issuer has received under the hedging
arrangements it has entered into or the Issuer would notionally receive had it
hedged such a [fixed amount of the Reference Asset] [correlates to the official
settlement price of a futures or options contract]. The Calculation Agent then
deducts certain cost items (such as, amongst other things, brokers' fees,
transaction processing fees and actual and potential taxes, duties and other
similar charges that would be incurred) and a fee to be retained by the Issuer,
the Managers and/or their Affiliates.

C.20

Type of the
underlying:

The Warrants are "Equity-Linked Warrants”, being China Connect
Warrants in relation to which the Cash Settlement Amount is linked to [one
security, namely][a basket of securities, comprised of], [ ] (the "Securities").
The Securities are the Reference Asset[s] to which the Warrants are linked.

References to ["Reference Asset"], either in the singular plural form, shall
refer to any Reference Asset (as the case may be) applicable to a Series of
Warrants.

[Information on the Reference Assets can be found [ 1.

Section D - Risks

D.2

Key risks specific to
the Issuer:*

The Group's financial results could be adversely affected by the global
economic outlook: Global economic growth remained weak in 2014 and oil
and commaodity prices have declined significantly since the middle of 2014, as
a result of increasing global demand-supply imbalances. The fall in energy
prices over such a short span of time sharpens fiscal and financing challenges
for energy exporters, and although it brings benefits for oil importers, it also
accentuates deflationary risks. The prospect of low oil prices for a prolonged
period may also reduce investment in exploration and thus poses the danger of
significantly reducing future supply. The economic recovery in the eurozone
is still at risk. In spite of looser monetary policy, deflationary pressures persist
as a result of low oil prices. Acceleration in the structural reform agenda could
also accentuate such deflationary pressures in the short term. The Group's
results could be adversely affected by a prolonged period of low or negative
interest rates, low inflation levels or deflation and/or low oil prices.

The Issuer’s parent company is subject to regulatory commitments and
consent orders: HSBC Holdings has entered into agreements with US and
UK government agencies to comply with certain forward-looking obligations
with respect to anti-money laundering and sanctions requirements. Failure to
comply with the terms of such agreements may have a material adverse effect
on the Group.

Element D.2 (Key risks specific to the Issuer) of the Summary has been updated to reflect that the risk factor

entitled "The Group's financial results could be adversely affected by the global economic outlook" is a risk
that the Issuer believes to be key to any assessment by an investor of whether to consider an investment in
the securities, and the risk factor entitled "The Group has experience to counterparties in the eurozone
which may be affected by a sovereign or currency crisis" is no longer such a risk.
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UK and European banking structural reform legislation and proposals
could materially adversely affect the Group: Major changes to the
corporate structure and business activities of the Group, including the
establishment of a ring-fenced bank for retail banking activities, are expected
pursuant to UK and European banking structural reform legislation and
proposals. The most likely restructuring will involve separating the Issuer’s
retail activities from the Issuer.

The Group is subject to a number of legal and regulatory actions and
investigations: The Group is subject to a number of legal and regulatory
actions and investigations, the outcomes of which are inherently difficult to
predict. An unfavourable result in one or more of these could result in the
Group incurring significant expense, substantial monetary damages, loss of
significant assets, other penalties and injunctive relief, potential regulatory
restrictions on the Group's business and/or a negative effect on the Group's
reputation.

Unfavourable legislative or regulatory developments, or changes in the
policy of regulators or governments could materially adversely affect the
Group: Financial service providers, including the Group, face increasingly
stringent and costly legal, regulatory and supervisory requirements,
particularly in the areas of capital and liquidity management, conduct of
business (including sales processes and incentives and product and investment
suitability), remuneration, recovery and resolution, operational structures and
the integrity of financial services delivery. Increased government intervention
and control over financial institutions, together with measures to reduce
systemic risk, may significantly alter the competitive landscape in which the
Group operates.

The Group is subject to the substance and interpretation of tax laws in
the jurisdictions in which it operates: The Group is subject to the substance
and interpretation of tax laws in all countries in which it operates, the risk
associated with changes in tax law or in the interpretation of tax law, the risk
of changes in tax rates and the risk of consequences arising from failure to
comply with procedures required by tax authorities.

The Group's operations are highly dependent on its information
technology systems: The reliability and security of the Group's information
and technology infrastructure and the Group's customer databases are crucial
to maintaining the service availability of banking applications and processes
and to protecting the HSBC brand. Critical systems failure, prolonged loss of
service, internet crime or fraud or a material breach of security could lead to
financial loss and cause damage to the Group's business and brand.

The Group’s operations have inherent reputational risk: Reputational risk
may arise from negative public opinion about the actual or perceived manner
in which the Group conducts its business activities, its financial performance,
and actual or perceived practices in banking and the financial services
industry generally. Negative public opinion, which may be spread due to the
rapid growth of social media, may adversely affect the Group’s ability to keep
and attract customers and, in particular, corporate and retail depositors, which
in turn could have a material adverse effect on the Group.

The Group has significant exposure to counterparty risk both within the
financial sector and to other risk concentrations: Financial institutions are
necessarily interdependent because of trading, clearing, counterparty or other
relationships, which could affect its funding and its ability to manage the risks
of its business.

The Group is subject to risks associated with market fluctuations: The
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Group’s businesses are exposed to changes in, and increased volatility of,
interest rates, inflation rates, credit spreads, foreign exchange rates,
commodity, equity, bond and property prices and the risk that the Group’s
customers act in a manner inconsistent with its business, pricing and hedging
assumptions. It is difficult to predict with any accuracy changes in market
conditions, and such changes could have a material adverse effect on the
Group.

Liquidity, or ready access to funds, is essential to the Group's business: If
the Issuer or any member of the Group is unable to raise funds, its liquidity
position could be adversely affected and it might be unable to meet deposit
withdrawals or obligations under committed financing facilities and insurance
contracts, to fund new loans, investments and businneses or to repay
borrowings as they mature.

D.6

Key risks specific to
the securities and
risk warning to the
investor:

Credit risk: The Warrants are direct, unsubordinated and unsecured
obligations of the Issuer and not of any other person. If the Issuer's financial
position were to deteriorate, there could be a risk that the Issuer would not be
able to meet its obligations under the Warrants (the Issuer's credit risk). If the
Issuer were insolvent or defaulted on its obligations under the Warrants, in the
worst case scenario, investors in the Warrants could lose all of their invested
amounts.

The Warrants are unsecured obligations: The Warrants are not secured
and so investors would not have recourse to the Reference Assets or any other
security or collateral. If the Issuer becomes unable to pay amounts owed to
investors under the Warrants, such investor does not have any recourse to any
assets and may not receive any payments under the Warrants.

The Warrants are not ordinary debt securities: The Warrants do not pay
interest and, upon expiry or upon exercise, may return less than the amount
invested or nothing. Warrants are designed to track the price of the Reference
Assets. If the performance of such underlying does not move in the
anticipated direction or if the issuer thereof becomes insolvent, the Warrants
will be adversely affected and, in a worst case scenario, may become
worthless.

Payments under the Warrants may be delayed: Payments to
Warrantholders which are calculated by reference to hedging arrangements
will only be due if the proceeds would have been received by an investor
outside the jurisdiction where the Reference Assets are listed or quoted.
There is a risk that limitations on the importation and withdrawal of funds in
such jurisdiction could lead to potential delays in payments under the Warrant
or, in the worst case, the Warrants becoming worthless.

No ownership rights: The Warrants do not confer any legal or beneficial
interest or any voting or dividend rights in the Reference Asset.

There may be no active trading market or secondary market for liquidity
for Warrants: Any series of Warrants may not be widely distributed and
there may not be an active trading market, nor is there assurance as to the
development of an active trading market. If there is no liquid market,
investors may not be able to realise their investment in the Warrants until the
expiry of such Warrants or may not realise a return that equals or exceeds the
purchase price of their Warrants.

Certain factors affecting the value and trading price of Warrants: The
Cash Settlement Amount payable under the Warrants may be affected by
fluctuation in value of the Reference Asset, changes in interest rates, volatility
of the Reference Asset, time remaining to expiry, dividend rates on the
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Reference Asset or, where applicable, the number and type of underlying
Reference Assets included in a basket to which the relevant Warrants relate.

Conflicts of interest may arise between the interests of the Issuer or its
affiliates and those of the Warrantholders: The Issuer or its affiliates may
enter into hedging or other transactions (i) relating to Reference Assets or (ii)
with issuers of Reference Assets. The Issuer or its affiliates may also publish
research or other reports relating to Reference Assets. Any such activities
may have a negative effect on the value of Warrants relating to such
Reference Assets. In addition, the Issuer may assume roles as hedging party,
calculation agent under the Warrants or publisher of research reports. In
respect of any of these roles the Issuer may have interests that conflict with
the interests of Warrantholders.

Commission and cost of hedging: The issue price of the Warrants may
include commissions charged by Issuer or its affiliates and expected costs of
hedging the Issuer's obligations under the Warrants. Accordingly, there is a
risk that, upon issue, the market price of Warrants may be lower than original
issue price of the Warrants. Also, fees, commission and hedging costs may be
deducted from the Cash Settlement Amount.

[Exchange rate risks and exchange control risks: The Issuer will pay
amounts in respect of the Warrants in the Settlement Currency. Where the
Reference Currency is not the same as the Settlement Currency, amounts
payable under the Warrants may be affected by multiple currency conversion
costs which may be passed on to investors. Where the Settlement Currency is
not the same as the investor's home currency, the realisable value of the
investment in the investor's home currency may be at risk from fluctuations in
the exchange rate. Government and monetary authorities may impose or
modify exchange controls that could adversely affect an applicable exchange
rate or transfer of funds in and out of the country. As a result of such
restrictions and controls the Issuer may suspend its obligations to make any
payment under any Warrants if and for as long as such exchange controls
have occurred and are continuing. Warrantholders shall not be entitled to any
interest or other compensation in respect of any such suspension.]

Market Disruption Events and Additional Disruption Events: In the case
of early closure of the relevant exchange (the "China Connect Market"),
disruption of such exchange or suspension of trading on such exchange
including the early closure or disruption of the securities trading and clearing
links programme developed or to be developed by The Stock Exchange of
Hong Kong Limited (the "SEHK"), the China Connect Market, the Hong
Kong Securities Clearing Company Limited and the China Securities
Depository and Clearing Corporation for the establishment of mutual market
access between SEHK and the China Connect Market, where applicable
("Market Disruption Events") or a hedging disruption, a change in
applicable laws, an increased cost of hedging, where applicable, an insolvency
filing of the issuer of the Reference Asset, a foreign exchange disruption
event, a ceasing by the relevant exchange to accept the Securities as "China
Connect"” securities, or a permanent suspension or termination of the "China
Connect" service with respect to the Securities ("Additional Disruption
Events"), postponement or adjustment of valuations in case of a Market
Disruption Event or adjustment of terms or termination of the Warrants in
case of an Additional Disruption Event in respect of such Warrants may have
an adverse effect on the value of such Warrants and/or the Cash Settlement
Amount.

Illegality may cause the Issuer's obligations under the Warrants to be
terminated early: |If the Calculation Agent determines the performance of
the Issuer's obligations under any Warrants shall have become unlawful or
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impracticable, the Issuer may terminate its obligations under the Warrants and
pay a sum representing the fair value of the Warrants. As a result
Warrantholders will forego any future appreciation in the relevant Reference
Asset, may suffer a loss of some or all of their investments and lose the ability
to exercise the Warrants on the relevant exercise date(s) (if applicable).

Considerations regarding hedging: The value of the Warrants may not
exactly correlate with the value of the Reference Asset[s], [ ], to which the
Warrant relates.

Tax risks: The amount of a payment to the investor under the Warrants may
be decreased to take into account the effect of taxes on an investment in the
Reference Assets. There is a risk that tax law or practice will change in the
future resulting in the imposition of or increase in tax on an investment in, or
disposition of, Reference Assets. This will result in a decrease of the amounts
payable under the Warrants. Also, investors in the Warrants will be obliged
to pay all taxes, duties and other similar charges payable in connection with
the subscription, purchase or exercise of such Warrant and the delivery of the
Cash Settlement Amount and/or any Additional Amount.

[Specific risks relating to Equity-Linked Warrants: If a Potential
Adjustment Event occurs and dilutes the theoretical value of the Reference
Asset or an Extraordinary Event occurs, the Calculation Agent may make
corresponding adjustments to the conditions of the Warrants which may
adversely affect the Cash Settlement Amount payable or (in the case of
Extraordinary Events) may terminate the Warrants; as a result the
Warrantholder may lose some or all of its investment.].

[Emerging market risks: Investors in Warrants relating to Reference Assets
which are issued in or located in or listed on an exchange in an emerging
market should be aware that investment in emerging markets are subject to
greater risks than well-developed western markets. Institutions relied upon
for the efficient functioning of capital markets, such as stock exchanges,
economic, legal and regulatory institutions, systems for the clearing,
settlement and registration of securities, may be less developed. Disclosure
standards may be less onerous on issuers and accountancy practices may
differ from those which are internationally accepted. Political conditions in
certain geographic locations where the issuers of Reference Assets may
operate may be volatile or unstable, and there could be increased price
volatility.]

[RMB risks: There are restrictions on the conversion of RMB into other
currencies. The amount of Offshore RMB deliverable outside PRC may be
limited, which may affect the liquidity of Offshore RMB linked Warrants.
The market for Offshore RMB is a different market to that of RMB
deliverable in PRC. The Offshore RMB exchange rate may be influenced by
the onshore RMB exchange rate. The Offshore RMB market may become
illiquid or Offshore RMB may become inconvertible or non-transferable. In
such circumstances the Issuer may settle payments under the Warrants in
another currency. In addition, interest rates are government-controlled in
PRC and changes therein may affect the Offshore RMB interest rate which
may cause the value of the Warrants to fluctuate.]

Investors may lose the value of their entire investment or part of it, as the
case may be.

Section E — Offer
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E.2b

Reasons for the offer
and use of proceeds
when different from
making profit
and/or hedging
certain risks:

Not Applicable. The prospectus has been prepared solely in connection with
the admission of Warrants to trading on a regulated market pursuant to Article
3(3) of the Prospectus Directive. There will be no public offer of the
Warrants and thus reasons for the offer and use of proceeds are not required.

E.3

Description of the
terms and
conditions of the
offer:

Not Applicable. The prospectus has been prepared solely in connection with
the admission of Warrants to trading on a regulated market pursuant to Article
3(3) of the Prospectus Directive. There will be no public offer of the
Warrants and thus a description of the terms and conditions of the offer is not
required.

E.4

Description of any
interests material to
the issue/offer,
including conflicting
interests:

The Issuer or its affiliates may engage in transactions involving Reference
Assets which may have a positive or negative effect on the value of such
Reference Assets and therefore on the value of any Warrants to which they
relate. Certain Affiliates of the Issuer may also be the counterparty to the
hedge of the Issuer's obligations under an issue of Warrants [and [ ] is the
Calculation Agent responsible for making determinations and calculations in
connection with the Warrants]. The Issuer or its Affiliates may from time to
time advise the issuer or obligors of, or publish research reports relating to,
Reference Assets. The views or advice may have a positive or negative effect
on the value of the Reference Assets and may be inconsistent with purchasing
or holding the Warrants relating to the Reference Assets.

[Fees [are][may be] payable by the Issuer to the Manager(s) acting as
underwriter(s) of issues of the Warrants.]

Save as disclosed above, no person involved in the issue of the Warrants has
an interest material to the issue.

E.7

Estimated expenses
charged to the
investor by the
Issuer or the
offeror:

Not Applicable. The prospectus has been prepared solely in connection with
the admission of Warrants to trading on a regulated market pursuant to Article
3(3) of the Prospectus Directive. There will be no public offer of the
Warrants and expenses in respect of the listing of Warrants are not charged
directly by the Issuer or Managers to the investor.
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SUMMARY

This section provides an overview of information included in this Base Prospectus. It includes blank
placeholders for options provided for under the Programme which will only be known at the time of each
issuance of Notes or Warrants (as applicable). A completed summary of each individual issue will be annexed
to the relevant Final Terms.

Summaries are made up of disclosure requirements known as "Elements". These elements are numbered in
Sections A-E (A.1-E.7).

This summary contains all the Elements required to be included in a summary for this type of securities and
issuer. Because some Elements are not required to be addressed, there may be gaps in the numbering sequence
of the Elements.

Even though an Element may be required to be inserted in the summary because of the type of securities and
issuer, it is possible that no relevant information can be given regarding the Element. In this case a short
description of the Element is included in the summary with the mention of "Not Applicable”.

Section A - Introduction and Warnings

Al Introduction and This summary must be read as an introduction to the prospectus and any
Warnings: decision to invest in the Notes or Warrants should be based on a

consideration of the prospectus as a whole by the investor, including any
information incorporated by reference and read together with the relevant
final terms.
Where a claim relating to the information contained in the prospectus is
brought before a court in a Member State of the European Economic Area,
the claimant may, under the national legislation of the Member States, be
required to bear the costs of translating the prospectus before the legal
proceedings are initiated.
Civil liability attaches only to those persons who have tabled this summary
including any translation thereof, but only if this summary is misleading,
inaccurate or inconsistent when read together with the other parts of the
prospectus or it does not provide, when read together with the other parts
of the prospectus, key information in order to aid investors when
considering whether to invest in the Notes or Warrants.

A2 Consent by the Issuer Not Applicable. The prospectus has been prepared solely in connection
to the use of the with the admission of Notes and Warrants to trading on a regulated market
prospectus in pursuant to Article 3(3) of the Prospectus Directive and there will be no
subsequent resale or public offer of the Notes or Warrants. The Issuer does not consent to the
final placement of the use of the prospectus for subsequent resales.
securities, indication of
offer period and
conditions to consent
for subsequent resale or
final placement and
warning:

Section B — Issuer

B.1 Legal and commercial The legal name of the issuer is HSBC Bank plc (the "Issuer") and, for the

name of the Issuer: purposes of advertising, the Issuer uses an abbreviated version of its name,
HSBC.

B.2 Domicile and legal form | The Issuer is a public limited company registered in England and Wales
of the Issuer, the under registration number 14259. The liability of its members is limited.
legislation under which | The Issuer was constituted by Deed of Settlement on 15 August 1836 and
the Issuer operatesand | in 1873, registered under the Companies Act 1862 as an unlimited
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its country of
incorporation:

company. It was re-registered as a company limited by shares under the
Companies Acts 1862 to 1879 on 1 July 1880. On 1 February 1982 the
Issuer re-registered under the Companies Acts 1948 to 1980 as a public
limited company.

The Issuer is subject to primary and secondary legislation relating to
financial services and banking regulation in the United Kingdom,
including, inter alia, the UK Financial Services and Markets Act 2000 as
amended, for the purposes of which the Issuer is an authorised person
carrying on the business of financial services provision. In addition, as a
public limited company, the Issuer is subject to the UK Companies
Act 2006.

B.4b

Known trends affecting
the Issuer and the
industries in which it
operates:*

The UK recovery continued through the second half of 2014, though the
pace of expansion moderated towards the end of the year. Preliminary
estimates indicate that the annual rate of growth of real Gross Domestic
Product ("GDP") was 2.6 per cent. The unemployment rate fell to 5.7 per
cent in the three months to December and wage growth accelerated slightly
from a very low level. The annual Consumer Price Index ("CPI") measure
of inflation reached a 14-year low of 0.5 per cent in December. After a
period of rapid activity in 2013 and the early months of 2014, there were
signs that both economic activity and price inflation in the housing market
were moderating as the year ended. The Bank of England kept the Bank
Rate steady at 0.5 per cent.

The recovery in eurozone economic activity in 2014 was slow and uneven
across Member States. Real GDP in the region as a whole grew by 0.9 per
cent in the year. The German and Spanish economies grew by 1.6 per cent
and 1.5 per cent, respectively, while French GDP grew by a more modest
0.4 per cent. Eurozone inflation fell to minus 0.2 per cent in December,
prompting fears that the region could move towards a sustained period of
deflation. The likelihood that low growth and inflation could persist for an
extended period prompted the European Central Bank ("ECB") to cut the
main refinancing rate and the deposit rate to 0.05 per cent and minus 0.2
per cent, respectively, in September and embark on a policy of balance
sheet expansion starting with purchases of covered bonds and asset-backed
securities.

In Turkey, the annual rate of GDP growth slowed in the third quarter to 1.7
per cent largely driven by a slowdown in private consumption. The annual
rate of private investment has been particularly weak throughout 2014,
averaging minus 1.6 per cent in the first three quarters. CPI inflation
remained elevated at 8.2 per cent in December, well above the Central
Bank of Turkey's ("CBRT") target of 5.0 per cent. Despite elevated
inflation and the sizeable deficit in Turkey’s current account position, the
CBRT began easing monetary policy in the second quarter, cutting the key
interest rate in May, June and July to reach 8.25 per cent down from 10 per
cent at the start of the year.

! Element B.4b (Known trends affecting the Issuer and the industries in which it operates) of the Summary
has been updated for the updated trend information relating to the economic outlook in the UK, the
eurozone and Turkey, as set out in the 2014 Annual Report and Accounts of the Issuer.
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B.5 The group and the The whole of the issued ordinary and preference share capital of the Issuer
Issuer's position within | is beneficially owned by HSBC Holdings plc ("HSBC Holdings", together
the group:? with its subsidiaries, the "HSBC Group"). The Issuer is the HSBC

Group's principal operating subsidiary undertaking in Europe.

The HSBC Group is one of the largest banking and financial services
organisations in the world. Its international network covers 74 countries
and territories in Europe, Asia, the Middle East, North Africa, North
America and Latin America. Its total assets as at 31 December 2014 were
U.S.$2,634 billion.

B.9 Profit forecast or Not Applicable. There are no profit forecasts or estimates made in the
estimate: prospectus.

B.10 | Nature of any Not Applicable. There are no qualifications in the audit reports on the
qualifications in the audited, consolidated financial statements of the Issuer for the financial
audit reports on the years ended 31 December 2013 or 31 December 2014.
historical financial
information:

B.12 | Selected key financial The selected key financial information regarding the Issuer set out below
information, no has been extracted without material adjustment from the audited
material adverse consolidated financial statements of the Issuer for the years ended
change and no 31 December 2013 and 31 December 2014.
significant change
statement:?

Year Ended
31
31 December December
2014 2013

For the year (Em)
Profit on ordinary activities before tax (reported basis) .........ccccvverevenerrienciennns 1,953 3,294
Total OPerating INCOME .........ceiuiiriiii e e s 14,202 15,868
Net operating income before loan impairment charges and other credit risk
PPOVISIONS ...ttt bbbkttt b e bbb e b ettt 11,886 12,840
Profit attributable to shareholders of the parent company.........c.ccoceovveiiiieinnnns 1,354 2,495
At year-end (Em)
Total equity attributable to shareholders of the parent company...........c.ccoevnene. 36,078 32,370
RiSK WRIGHTEH BSSELS ...........veeiieeeeeseeeis s 243,652 185,879
Loans and advances to customers (net of impairment allowances)...................... 257,252 273,722
CUSEOMET ACCOUNTS. ...ttt nre e 346,507 346,358
Capital ratios (%)"
Common Equity Tier / Core Tier 1 ratio.........ccoeovrereieneniniseseeese et 8.7 12.1
THer 1 ratio...cccoovceiceseece 10.3 13.0
Total CAPITAl FALIO......c.vivieciciecc s 13.8 18.0
Performance ratios (%)
Risk adjusted revenue growth?...............cc.vvreevivnrrereiseesissssessessesseesesesessessesnens (3.6) 5.6
Return on average shareholders' equity of the parent company?® ... 4.2 79
Post-tax return on total aSSetS ..........cocoeeirneerinrneeesece s 0.2 0.3
Pre-tax return on average risk-weighted assets .. 0.8 1.7
Dividend Payout Fatio® .............co.ovueveeceecieeeeeeeeeeeeeeeeeee e 69.7 48.7

Credit coverage ratios (%)

2 Element B.5 (The group and the Issuer's position within the group) of the Summary has been updated for
the updated financial information relating to the 12 months ended 31 December 2014, as set out in the 2014
Annual Report and Accounts of the Issuer.

% Element B.12 (Selected key financial information, no material adverse change and no significant change
statement) of the Summary has been updated for the updated financial information relating to the 12 months
ended 31 December 2014, as set out in the 2014 Annual Report and Accounts of the Issuer.
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Loan impairment charges as a percentage of total operating income............... 3.2 6.1
Loan impairment charges as a percentage of average gross customer advances... 0.2 0.4

Efficiency and revenue mix ratios (%0)

Cost efficiency ratio (reported Dasis)®...........co.coeverureeeveerrresesiisseesseeessssesesensons 79.8 66.8
As a percentages of total operating income:

- NEL INEEIEST INCOME ...ttt e 46.7 43.9
= NEE TEE INCOME ..ot 23.0 21.0
= NEL trAdING INCOME ... .ouiiiiieiiiiiee ettt ees 11.3 15.0
Financial ratios (%0)

Ratio of customer advances to CUSLOMEr aCCOUNTS ........ccocvvveveririrerecieier e 74.2 79.0
Average total shareholders' equity to average total assets.............ccccvevveerrnnnnne. 4.2 3.8

1

CRD Il capital rules.

Current period RWAs and ratios are based on CRD IV rules (refer to page 86). Comparative period RWAs and ratios are based on

Risk-adjusted revenue growth is measured as the percentage change in reported net operating income after loan impairment and other

credit risk charges compared to the previous year.

average total shareholders' equity.

other credit risk provisions.

The return on average total shareholders' equity is defined as profit attributable to shareholders of the parent company divided by the

Dividends declared in respect of or for that year per ordinary share expressed as a percentage of basic earnings per share.
The cost efficiency ratio is defined as total operating expenses divided by net operating income before loan impairment charges and

There has been no material adverse change in the prospects of the Issuer
since 31 December 2014 and no significant change in the financial position
of the Issuer and its subsidiaries (the "Group") since 31 December 2014.

B.13 | Recent events Not Applicable. There have been no recent events particular to the Issuer
particular to the Issuer | which are to a material extent relevant to the evaluation of its solvency.
which are to a material
extent relevant to the
evaluation of the
Issuer's solvency:

B.14 | Dependence upon other | The Issuer is a wholly owned subsidiary of HSBC Holdings.
entities within the
group: The Issuer and its subsidiaries form a UK-based group. The Issuer

conducts part of its business through its subsidiaries and is accordingly
dependent upon those members of the Group.

B.15 | The Issuer's principal The Group provides a comprehensive range of banking and related
activities: financial services. The Group divides its activities into four business

segments: Retail Banking and Wealth Management; Commercial Banking;
Global Banking and Markets; and Global Private Banking.
B.16 | Controlling persons: The whole of the issued ordinary and preference share capital of the Issuer
is owned directly by HSBC Holdings.
Section C — Securities
C1 Description of type and | Issuance in series:

class of securities:

Notes and Warrants will be issued in series which may comprise one or
more tranches. Each Tranche issued under a series will have identical
terms, except that different tranches of Notes may comprise Notes in
bearer form ("Bearer Notes") or registered form ("Registered Notes") and
different tranches of Warrants may comprise Warrants in registered form
("Registered Warrants"). The issue dates and issue prices under different
tranches may also vary.
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[The [Bearer] [Registered] [Notes] being issued are tranche [ ] Notes (the
"Notes")]] [The Registered Warrants being issued are tranche [ ] Warrants
(the "Warrants")] [and are to be consolidated and form a single series with
[ Tissuedon[ ]withISIN: [ ]and Common Code: [ ] [and CUSIP: [
11 [and Valoren Number: [ ]] [and SEDOL: [ ]] [(the "Original Issue
Security Identification Number[s]")]].

Form of Notes:

[Bearer Notes in definitive form:

Bearer Notes will be issued in definitive form and each definitive Bearer
Note will carry a unique serial number. Bearer Notes are negotiable
instruments and legal title to each will pass by physical delivery.]

[Bearer Notes in global form:

[Bearer Notes will initially be issued as temporary global Notes
exchangeable for permanent global Notes which are exchangeable for
definitive Bearer Notes, or registered Notes in definitive form in certain
limited circumstances.]

[Bearer Notes will be issued in global form and deposited with a common
depositary for Euroclear Bank SA/NV ("Euroclear™) and/or Clearstream
Banking, société anonyme ("Clearstream, Luxembourg"). Changes in
beneficial interests in such Bearer Notes will be recorded as book-entries in
the accounts of Euroclear and/or Clearstream, Luxembourg.]

[Registered Notes in definitive form:

[Registered Notes will be issued in registered form as certificates and each
certificate will carry a unique serial number. Registered Notes are not
negotiable instruments and legal title to each will pass by registration of
the unique serial number against a Noteholder's name in a register
maintained by [HSBC Bank plc] [HSBC Bank USA, National Association]
in its capacity as registrar (the "Registrar").]

[Registered Notes in global form:

Registered Notes will be issued in global form and [a Rule 144A global
registered note will be deposited with a custodian for, and registered in the
name of a nominee for, the Depository Trust Company ("DTC")] [a
restricted global registered note will be [deposited with a custodian for, and
registered in the name of a nominee for, the Depository Trust Company
("DTC")] [deposited with and registered in the name of a common
depositary (or its nominee) for Euroclear Bank SA/NV ("Euroclear™)
and/or Clearstream Banking, société anonyme ("Clearstream,
Luxembourg™)] [[an unrestricted global registered note] [a combined
global registered note] will be deposited with and registered in the name of
a common depositary (or its nominee) for Euroclear Bank SA/NV
("Euroclear") and/or Clearstream Banking, société anonyme
("Clearstream, Luxembourg")].]

[Form of Warrants:
Warrants will be issued in registered form as certificates and each
certificate will carry a unique serial number. Legal title to Warrants will

pass by registration of the unique serial number against a Warrantholder's
name in a register maintained by, and subject to the regulations of HSBC
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Bank plc in its capacity as registrar (the "Warrant Registrar™).

The Warrants will be issued in registered form and represented by [a
restricted global registered warrant which will be [deposited with a
custodian for, and registered in the name of a nominee for the Depository
Trust Company ("DTC")][deposited with a common depositary for, and
registered in the name of a common nominee for Euroclear Bank S.A./N.V.
("Euroclear") and Clearstream Banking, société anonyme ("Clearstream,
Luxembourg™)] [and] [[[an unrestricted global registered warrant] [a
combined global registered warrant] which will be deposited with a
common depositary for, and registered in the name of a common nominee
for Euroclear Bank S.A/N.V. ("Euroclear") and Clearstream Banking,
société anonyme ("Clearstream, Luxembourg™)]

Security Identification Number([s]:

The [[Bearer/Registered] Notes] [Warrants] have been accepted for
clearance through [Euroclear and/or Clearstream, Luxembourg] [DTC] and
will be allocated the following Security ldentification Number[s] [to be
consolidated with the Original Issue Security Identification Number[s]]:
ISIN Code: [ 1]

Common Code: [ ]

[CUSIP: [ 1]

[SEDOL: [ 1]

C.2

Currency of the
securities issue:

The settlement currency of the [Notes][Warrants] is [ ] (the "Settlement
Currency")

C5

Description of any
restrictions on the free
transferability of the
securities:

The Notes and Warrants are freely transferable. However, there are
restrictions on the offer and sale of the [Notes][Warrants]. The Issuer and [
] [(the "Dealer[s]") [(the "Manager][s]")] have agreed restrictions on the
offer, sale and delivery of the [Notes][Warrants] and on distribution of
offering materials in Australia, the Dubai International Financial Centre,
the European Economic Area, France, Hong Kong, [India,] Indonesia,
Italy, Japan, the Kingdom of Bahrain, Korea, Malaysia, Mexico, New
Zealand, Norway, the People's Republic of China, Philippines, Russia,
Saudi Arabia, Singapore, Spain, Switzerland, Taiwan, Thailand, The
Netherlands, the United Arab Emirates (excluding the Dubai International
Financial Centre), the United Kingdom, the United States of America and
Vietnam. In addition, investors of the [Notes][Warrants], by their purchase
of the [Notes][Warrants], will be deemed to have given certain
representations, warranties, undertakings, acknowledgements and
agreements.

C38

The rights attaching to
the securities, including
ranking and limitations
to those rights:

Status of the Notes and Warrants:

The Notes and Warrants will be direct, unsecured and unsubordinated
obligations of the Issuer and will rank equally and without preference
among themselves and, at their date of issue, with all other unsecured and
unsubordinated obligations of the Issuer (unless preferred by law).

Interest Payments:
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Neither the Notes nor the Warrants bear interest.
Early redemption/termination for illegality:

If the Calculation Agent determines that the performance of the Issuer's
obligations has become unlawful or impracticable in whole or in part for
any reason, the Issuer will be entitled to redeem the Notes or terminate the
Warrants early and pay the relevant investor an amount per Note or
Warrant (as applicable) equal to the fair market value of such Note or

Warrant or such other amount specified in the relevant final terms ("Final
Terms").

Early redemption for taxation reasons:

If the Issuer were required under the terms and conditions of the Notes (as
applicable) (the "Conditions") to pay additional amounts in respect of tax,
the Issuer may subject to prior notice to the holders of such Notes, redeem
or terminate all, but not some only, of such Notes and pay the relevant
investor an amount per Note equal to the fair market value of such Note or
such other amount specified in the relevant Final Terms.

Modification and substitution:

Modifications to the Conditions may be made without the consent of any
holders of Notes and Warrants to cure any ambiguity or manifest error or
correct or supplement any Conditions provided that: (i) the modification
is not materially prejudicial to the interest of holders of Notes or Warrants
(as applicable); (ii) the modification is of a formal, minor or technical
nature or is to correct a manifest error or is to comply with mandatory
provisions of the law of the Issuer's jurisdiction of incorporation; or (iii)
the modification corrects inconsistency between the Conditions and the
relevant termsheet relating to the Notes or Warrants (as applicable). The
Notes and Warrants permit the substitution of the Issuer with its affiliates
without the consent of any holders of Notes/Warrants where the Issuer
provides an irrevocable guarantee of the affiliate's obligations.

[Events of default of the Notes:

The following events constitute events of default (each, an "Event of
Default™) under the Notes and would entitle the Noteholder to accelerate
the Notes: (i) a continuing default in the repayment of any principal due
on the Notes for more than 14 days, provided that the reason for non-
payment is not compliance with any fiscal or other law or regulation or
court order, or that there is doubt as to the validity of such law, regulation
or order in accordance with independent legal advice from advisers which
is acceptable to HSBC Bank plc, acting in its capacity as principal paying
agent (the "Principal Paying Agent™); or (ii) the passing of a winding-up
order in relation to the Issuer. On an Event of Default the Notes will be
redeemed against payment of an amount per Note equal to [the fair market
value of such Note] [ 1]

[No events of default: There are no events of default applicable to the
Warrants.]

Meetings of Noteholders
The Conditions of the Notes contain provisions for calling meetings of

Noteholders to consider matters affecting their interests generally. These
provisions permit defined majorities to bind all Noteholders including
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Noteholders who did not attend and vote at the relevant meeting and
Noteholders who voted in a manner contrary to the majority.]

No guarantee or security:

The Notes and Warrants are the obligations of the Issuer only and are
unsecured.

Taxation:

All payments by the Issuer in respect of the Notes and Warrants will be
made without deduction of any taxes, duties and other similar charges
including United Kingdom taxes unless the Issuer is required by law to
withhold or deduct any such taxes.  Therefore, Noteholders or
Warrantholders (as applicable) will be liable for and/or subject to any
taxes, duties and other similar charges including withholding tax, stamp
duty, stamp duty reserve tax and/or similar transfer taxes, payable in
respect of the Notes or Warrants (as applicable).

Governing Law:

English law.

C.11 | Listing and trading: Application [has been] [will be] made to admit the [Notes][Warrants] to
the Official List of the United Kingdom Financial Conduct Authority and
to trading on the regulated market of the London Stock Exchange plc.

C.15 | Description of how the | The [Notes][Warrants] are designed to track the price of [ ] (the

value of the investment
is affected by the value
of the underlying
instrument:

"Underlying") converted into the currency of the [Note][Warrant] (if
applicable). The [Final Redemption Amount] [Cash Settlement Amount]
payable on redemption of any [Note][Warrant] is linked to a fixed
[amount] of the Underlying by way of a hedge in respect of such fixed
[amount] of the Underlying (whether directly or synthetically). In general,
as the [price] of the Underlying increases or decreases, so will the [Final
Redemption Amount payable in respect of such Notes] [Cash Settlement
Amount payable in respect of such Warrants]. Similarly, changes in the
value of the relevant currency rate will change the value of the
[Notes][Warrants].

The quoted [price] of the Underlying converted into the currency of the
[Note][Warrant] (if applicable) may diverge from the [Final Redemption
Amount payable under the Note] [Cash Settlement Amount payable under
the Warrant] owing to disparity between any hedge and the Underlying,
and to the deduction of costs, such as, amongst other things, brokers fees,
transaction processing fees and actual and potential taxes, duties and other
similar charges, including those costs that would be incurred by the Issuer
and/or its designated affiliates of hedging the Underlying whether directly
or synthetically, and a fee to be retained by the Issuer, the
[Dealer(s)][Manager(s)] and/or their affiliates.

[Not Applicable. [The Notes have a denomination of more than EUR
100,000 (or its equivalent in another currency) per Note.] [The Warrants
can only be acquired for consideration of at least EUR 100,000 per
Warrant.]]
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C.16 | Expiration or maturity | The Notes and Warrants will be cash-settled.
date of securities

[The maturity date of the Notes is [ ] (the "Maturity Date").] [The expiry
date in respect of the Warrants is [ ] (the "Expiry Date"). The Warrants
are "European Style Warrants" and are therefore exercisable on the Expiry
Date.]

C.17 | Settlement procedure: The Notes and Warrants will be cash-settled.
All payments to [Noteholders][Warrantholders] will be paid through
[DTC][,/and] [Euroclear] [and/or] [Clearstream, Luxembourg].

C.18 | Return on securities: The [Notes/Warrants] are "Underlying Security-Linked

[Notes/Warrants]"] and are linked to a [single underlying security]
[basket of underlying securities] (the "Underlying").

The Notes and Warrants are market access products, which are designed
for investors who wish to be exposed to fluctuations in the price of the
Underlying, but who do not wish to or are not able to hold the relevant
Underlying itself. In addition, the Notes and Warrants are designed to
allow investors to get exposure to the Underlying even though it may be
priced locally in a less accessible currency or currencies.

[A Noteholder will receive one type of payment under the Notes: the Final
Redemption Amount] [There are [two/three] types of payment a
Noteholder will receive under the Notes: the "Final Redemption Amount"
[and/,] [any "Additional Payments"] [and] [the "Supplementary Amount"].

[A Warrantholder will receive one type of payment under the Warrants:
the Cash Settlement Amount]. [There are [two/three] types of payment a
Warrantholder will receive under the Warrants: the "Cash Settlement
Amount" [and/,] [any "Additional Payments"] [and] [the "Supplementary
Amount"].

Payments at maturity or on exercise

[The [Notes/Warrants] are Underlying Security-Linked [Notes/Warrants]
and accordingly the [Final Redemption Amount/Cash Settlement Amount]
will be the greater of 0.03 per cent. of the issue price per [Note/Warrant]
and the Realisable Sale Price.  The Realisable Sale Price per
[Note/Warrant] will be equal to:

o if the Issuer or any of its affiliate(s) hold the underlying assets and
dispose of them, the amount per [Note/Warrant] received from
such disposal, less any costs and converted into the currency of
the [Note/Warrant] (if applicable);

o if neither the Issuer nor any of its affiliate(s) hold the underlying
assets but is party to a hedge or other arrangement relating to the
[Notes/Warrants] being [redeemed/exercised], the effective price
at which such hedge or other arrangement was realised or
unwound, less any costs and converted into the currency of the
[Notes/Warrants] (if applicable); or

o if neither the Issuer nor any of its affiliate(s) hold the underlying
assets nor are party to a hedge or other arrangement relating to the
[Notes/Warrants] being [redeemed/exercised], the amount per
[Note/Warrant] a notional, direct holder of the underlying assets
of the [Notes/Warrants] would receive from disposing of them on
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[maturity/expiry], less any costs and converted into the currency
of the [Note/Warrant] (if applicable).]

If the actual or notional amounts received need to be converted into the
currency of the [Note/Warrant], the rate of exchange used will be either:

o if the Issuer or its affiliate(s) has an exchange transaction (whether
implicit as part of a hedge or other arrangement for the underlying
assets or as part of a separate arrangement), the rate of exchange
obtained under that arrangement; or

o if the Issuer or its affiliate(s) has not entered into an exchange
transaction the rate of exchange which a notional, direct holder of
the underlying assets of the [Notes/Warrants] would be able to
obtain.

Additional Payments

The [Notes/Warrants] are Underlying Security-Linked [Notes/Warrants]
and the Additional Payments payable to holders of [Notes/Warrants] will
be:

o if the Issuer or its affiliate(s) hold the appropriate underlying
assets (that is, the shares, the aggregate amount of the net cash
dividend or distribution received;

o if the Issuer or its affiliate(s) hold a hedge or other arrangement
for the purposes of performing its obligations under the
[Notes/Warrants], the net cash dividend or distribution equivalent
payment received under the hedge or other arrangement;

o if the Issuer or its affiliate(s) do not hold any the underlying assets
nor are party to a hedge or other arrangement relating to the
[Notes/Warrants], the net amount a notional, direct holder of the
underlying assets relating to the [Notes/Warrants] would receive
by way of cash dividend or distribution; or

o if a non-cash dividend or distribution is made, the net cash value
of such non-cash dividend or distribution or, if the Issuer or its
affiliate(s) holds a hedge or other arrangement relating to the
[Notes/Warrants], the net cash adjustment or settlement received
in respect of such non-cash dividend or distribution under such
hedge or other arrangement,

in all cases, less any costs and converted into the currency of the
[Notes/Warrants] (if applicable).

If the actual or notional amounts need to be converted into the currency of
the [Note/Warrant], the rate of exchange used is either:

o if the Issuer or its affiliate(s) has an exchange transaction (whether
implicit as part of a hedge or other arrangement for the underlying
assets or as part of a separate arrangement), the rate of exchange
obtained under that arrangement; or

o if the Issuer or its affiliate(s) has not entered into an exchange

transaction, that which a notional, direct holder of the underlying
assets of the [Notes/Warrants] would be able to obtain.]
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Supplementary Amounts:

[[This series of [Notes/Warrants] will entitle the holder of such
[Notes/Warrants] to an amount (the "Supplementary Amount") calculated
on the basis of a per annum rate applied to the initial price of the relevant
equity security underlying the [Note/Warrant], adjusted to take into
account any costs (including but not limited to brokers fees, transaction
processing fees and actual and potential taxes, duties and other similar
charges that would be incurred)[, less a percentage early exercise cost
retained by the Issuer if the [Notes/Warrants] are exercised prior to their
expiry date].

[Such Supplementary Amount will be payable in cash, as converted (where
applicable) from the Reference Currency into the Settlement Currency at a
specified exchange rate.]

Interest Payments:

The [Notes][Warrants] do not bear interest.

C.19

Exercise price or final
reference price of the
underlying:

The calculations which are required to be made to calculate the [Final
Redemption Amount/Cash Settlement Amount] will be based on the value
of the [Underlying] [basket of Underlyings] determined by the Calculation
Agent being HSBC Bank plc. The Calculation Agent will determine the
value of the [Underlying] [basket of Underlyings] by reference to the
actual or notional value upon disposal or realisation of the [Underlying]
[basket of Underlyings] or the value of realising or unwinding a hedge or
other arrangement in respect of such [Underlying] [basket of Underlyings],
in all cases deducting costs and converting into the currency of the
[Note][Warrant] (if applicable).

C.20

Type of the underlying:

Each series of Notes and Warrants is linked to the performance of a
security or basket of securities (together, the "Underlying Securities" and
each, an "Underlying Security") issued by a company or companies
(together, the "Underlying Companies” and each, an "Underlying
Company") which is/are listed and/or admitted to trading on one or more
stock exchanges (such Notes are referred to as, "Underlying Security-
Linked Notes"); and such Warrants are referred to as, "Underlying
Security-Linked Warrants").

The [Notes][Warrants] are "Underlying Security-Linked
[Notes/Warrants]", being [Notes/Warrants] in relation to which the [Final
Redemption Amount/Cash Settlement Amount] is linked to [one security,
namely] [a basket of securities, comprised of] [ ] such Security [is/are] the
Underlying [Security/Securities] to which the [Notes/Warrants] are linked.
Underlying Security-Linked [Notes/Warrants] are also referred to in the
prospectus as "Underlying Equity-Linked [Notes/Warrants]".

References to "Underlying", either in the singular or plural form, shall refer
to any Underlying applicable to a series of [Notes/Warrants].

[Information on the Underlying can be found on [ ].]

Section D — Risks

D.2

Key risks specific to the
Issuer:*

The Group's financial results could be adversely affected by the global
economic outlook: Global economic growth remained weak in 2014 and
oil and commodity prices have declined significantly since the middle of

4 Element D.2 (Key risks specific to the Issuer) of the Summary has been updated to reflect that the risk factor
entitled "The Group's financial results could be adversely affected by the global economic outlook™ is a risk
that the Issuer believes to be key to any assessment by an investor of whether to consider an investment in
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2014, as a result of increasing global demand-supply imbalances. The fall
in energy prices over such a short span of time sharpens fiscal and
financing challenges for energy exporters, and although it brings benefits
for oil importers, it also accentuates deflationary risks. The prospect of low
oil prices for a prolonged period may also reduce investment in exploration
and thus poses the danger of significantly reducing future supply. The
economic recovery in the eurozone is still at risk. In spite of looser
monetary policy, deflationary pressures persist as a result of low oil prices.
Acceleration in the structural reform agenda could also accentuate such
deflationary pressures in the short term. The Group's results could be
adversely affected by a prolonged period of low or negative interest rates,
low inflation levels or deflation and/or low ail prices.

The Issuer’s parent company is subject to regulatory commitments
and consent orders: HSBC Holdings has entered into agreements with US
and UK government agencies to comply with certain forward-looking
obligations with respect to anti-money laundering and sanctions
requirements. Failure to comply with the terms of such agreements may
have a material adverse effect on the Group.

UK and European banking structural reform legislation and proposals
could materially adversely affect the Group: Major changes to the
corporate structure and business activities of the Group, including the
establishment of a ring-fenced bank for retail banking activities, are
expected pursuant to UK and European banking structural reform
legislation and proposals. The most likely restructuring will involve
separating the Issuer’s retail activities from the Issuer.

The Group is subject to a number of legal and regulatory actions and
investigations: The Group is subject to a number of legal and regulatory
actions and investigations, the outcomes of which are inherently difficult to
predict. An unfavourable result in one or more of these could result in the
Group incurring significant expense, substantial monetary damages, loss of
significant assets, other penalties and injunctive relief, potential regulatory
restrictions on the Group's business and/or a negative effect on the Group's
reputation.

Unfavourable legislative or regulatory developments, or changes in the
policy of regulators or governments could materially adversely affect
the Group: Financial service providers, including the Group, face
increasingly stringent and costly legal, regulatory and supervisory
requirements, particularly in the areas of capital and liquidity management,
conduct of business (including sales processes and incentives and product
and investment suitability), remuneration, recovery and resolution,
operational structures and the integrity of

financial services delivery. Increased government intervention and control
over financial institutions, together with measures to reduce systemic risk,
may significantly alter the competitive landscape in which the Group
operates.

The Group is subject to the substance and interpretation of tax laws in
the jurisdictions in which it operates: The Group is subject to the
substance and interpretation of tax laws in all countries in which it
operates, the risk associated with changes in tax law or in the interpretation
of tax law, the risk of changes in tax rates and the risk of consequences

the securities, and the risk factor entitled "The Group has experience to counterparties in the eurozone
which may be affected by a sovereign or currency crisis" is no longer such a risk.

-116 -




arising from failure to comply with procedures required by tax authorities.

The Group's operations are highly dependent on its information
technology systems: The reliability and security of the Group's
information and technology infrastructure and the Group's customer
databases are crucial to maintaining the service availability of banking
applications and processes and to protecting the HSBC brand. Critical
systems failure, prolonged loss of service, internet crime or fraud or a
material breach of security could lead to financial loss and cause damage to
the Group's business and brand.

The Group’s operations have inherent reputational risk: Reputational
risk may arise from negative public opinion about the actual or perceived
manner in which the Group conducts its business activities, its financial
performance, and actual or perceived practices in banking and the financial
services industry generally. Negative public opinion, which may be spread
due to the rapid growth of social media, may adversely affect the Group’s
ability to keep and attract customers and, in particular, corporate and retail
depositors, which in turn could have a material adverse effect on the
Group.

The Group has significant exposure to counterparty risk both within
the financial sector and to other risk concentrations: Financial
institutions are necessarily interdependent because of trading, clearing,
counterparty or other relationships, which could affect its funding and its
ability to manage the risks of its business.

The Group is subject to risks associated with market fluctuations: The
Group’s businesses are exposed to changes in, and increased volatility of,
interest rates, inflation rates, credit spreads, foreign exchange rates,
commaodity, equity, bond and property prices and the risk that the Group’s
customers act in a manner inconsistent with its business, pricing and
hedging assumptions. It is difficult to predict with any accuracy changes in
market conditions, and such changes could have a material adverse effect
on the Group.

Liquidity, or ready access to funds, is essential to the Group's business:
If the Issuer or any member of the Group is unable to raise funds, its
liquidity position could be adversely affected and it might be unable to
meet deposit withdrawals or obligations under committed financing
facilities and insurance contracts, to fund new loans, investments and
businesses or to repay borrowings as they mature.

D.6

Key risks specific to the
securities and risk
warning to the investor:

Credit risk: The Notes and Warrants are direct, unsubordinated and
unsecured obligations of the Issuer and not of any other person. If the
Issuer's financial position were to deteriorate, there could be a risk that the
Issuer would not be able to meet its obligations under the Notes and
Warrants (the Issuer's credit risk). If the Issuer becomes insolvent or
defaults on its obligations under the Notes and Warrants, in the worst case
scenario, investors in the Notes and Warrants could lose all of their
invested amounts.

The Notes and Warrants are unsecured obligations: The Notes and
Warrants are not secured over any asset. Therefore, the investor would not
be able to enforce security as a method of recouping payments due under
the Notes and Warrants if the Issuer were to become insolvent and cease to
be able to pay such amounts.

The Notes and Warrants are not ordinary debt securities: Neither the
Notes nor the Warrants pay interest and, upon redemption, expiry or upon
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exercise (as applicable), may return less than the amount invested or
nothing. The Notes and Warrants are designed to track the price or level of
the Underlying. If the performance of such Underlying does not move in
the anticipated direction or if the issuer thereof becomes insolvent, the
Notes and Warrants will be adversely affected and, in a worst case
scenario, may become worthless.

Payments under the Notes or Warrants may be delayed: Payments to
holders of Notes and Warrants which are calculated by reference to
hedging arrangements will only be due if the proceeds would have been
received by an investor outside the jurisdiction where the Underlying is
listed or quoted. There is a risk that limitations on the importation and
withdrawal of funds in such jurisdiction could lead to potential delays in
payments under the Notes and Warrants or, in the worst case, the Notes
and Warrants becoming worthless.

No ownership rights: The Notes and Warrants do not confer any legal or
beneficial interest or any voting or dividend rights in the Underlying.

There may be no active trading market or secondary market for liquidity
for the Notes and Warrants: Any series of Notes and Warrants may not
be widely distributed and there may not be an active trading market, nor is
there assurance as to the development of an active trading market. If there
is no liquid market, investors may not be able to realise their investment
until maturity of the Notes or specified exercise dates of the Warrants (as
applicable) or may not realise a return that equals or exceeds the purchase
price of their Notes and Warrants. Notwithstanding the foregoing, the
Issuer may issue Notes and Warrants which provide for certain
circumstances where the Issuer and/or Dealer may buy-back such Notes
and Warrants (as applicable) from the holders of such securities.

Certain factors affecting the value and trading price of Notes and
Warrants: The Final Redemption Amount or Cash Settlement Amount
payable (as applicable) under the Notes and Warrants may be affected by
fluctuation in value of the Underlying, changes in currency exchange rates
or, where applicable, the number and type of Underlyings included in a
basket to which the relevant Notes or Warrants relate.

Conflicts of interest may arise between the interests of the Issuer or its
affiliates and those of the holders of the Notes and Warrants: The Issuer
or its affiliates may enter into hedging or other transactions (i) relating to
Underlyings or (ii) with issuers of Underlyings. The Issuer or its affiliates
may also publish research or other reports relating to Underlyings. Any
such activities may have a negative effect on the value of Notes and
Warrants relating to such Underlyings. In addition, the Issuer may assume
roles as hedging party, calculation agent under the Notes and Warrants or
publisher of research reports. In respect of any of these roles the Issuer
may have interests that conflict with the interests of holders of such
securities.

Commission and cost of hedging: The issue price of the Notes and
Warrants may include commissions charged by Issuer or its affiliates and
the cost or expected costs of hedging the Issuer's obligations under the
Notes and Warrants (if any). Accordingly, there is a risk that, upon issue,
the market price of Notes and/or Warrants may be lower than original issue
price of the Notes or the original purchase price of the Warrants (as
applicable). Also, fees, commission and hedging costs may be deducted
from the Final Redemption Amount (in the case of Notes) or the Cash
Settlement Amount (in the case of Warrants).
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[Exchange rate risks and exchange control risk: The Issuer will pay
amounts in respect of the Notes and Warrants in the Settlement Currency.
Since the Underlying is referenced in [ ] (the "Underlying Currency"),
amounts payable under the Notes and Warrants may be affected by
multiple currency conversion costs which may be passed on to investors.
Where the Settlement Currency is not the same as the investor's home
currency, the realisable value of the investment in the investor's home
currency may be at risk from fluctuations in the exchange rate.
Government and monetary authorities may impose or modify exchange
controls that could adversely affect an applicable exchange rate or transfer
of funds in and out of the country. As a result of such restrictions and
controls the Issuer may suspend its obligations to make any payment under
any Notes and Warrants if and for as long as such exchange controls have
occurred and are continuing. Holders of the Notes and Warrants shall not
be entitled to any interest or other compensation in respect of any such
suspension.]

Market Disruption Events and Additional Disruption Events: In the case
of early closure of the relevant exchange (the "China Connect Market"),
disruption of such exchange or suspension of trading on such exchange
including the early closure or disruption of the securities trading and
clearing links programme developed or to be developed by The Stock
Exchange of Hong Kong Limited (the "SEHK"), the China Connect
Market, the Hong Kong Securities Clearing Company Limited and the
China Securities Depository and Clearing Corporation for the
establishment of mutual market access with SEHK and the China Connect
Market, where applicable ("Market Disruption Events") or a hedging
disruption, a change in applicable laws, an increased cost of hedging,
where applicable, an insolvency filing of the issuer of the Underlying, a
foreign exchange disruption event, a ceasing by the relevant exchange to
accept the Securities as "China Connect" securities, or a permanent
suspension or termination of the "China Connect" service with respect to
the Securities ("Additional Disruption Events"), postponement or
adjustment of valuations in case of a Market Disruption Event or
adjustment of terms or redemption or exercise of the Notes in case of an
Additional Disruption Event in respect of such Notes and Warrants may
have an adverse effect on the value of and/or the Final Redemption
Amount in respect of such Notes and the value of and/or the Cash
Settlement Amount in respect of such Warrants.

Illegality or changes in tax law may cause the Issuer's obligations under
the Notes and Warrants to be redeemed or terminated early: If the
Calculation Agent determines the performance of the Issuer's obligations
under any Notes and Warrants shall have become unlawful or
impracticable or if the Issuer determines that it would be required to pay
additional amounts in respect of any withholding or deduction for taxes,
duties and other similar charges on payments under the Notes, the Issuer
may redeem such Notes or terminate its obligations under such Warrants
and pay a sum representing the fair market value of such Notes and
Warrants. As a result holders of Notes and Warrants will forgo any future
appreciation in the relevant Underlying, may suffer a loss of some or all of
their investments and lose the ability to exercise the Warrants on the
relevant exercise date(s) (if applicable).

Considerations regarding hedging: The value of the Notes and Warrants
may not exactly correlate with the value of the Underlying to which the
Notes and Warrants relate.

Tax risks: The amount of a payment to the investor under the Notes and
Warrants may be decreased to take into account the effect of taxes, duties
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and other similar charges on an investment in the Underlying. There is a
risk that tax law or practice will change in the future resulting in the
imposition of or increase in tax on an investment in, or disposition of the
Underlying. This will result in a decrease of the amounts payable under
the Notes and Warrants. Also, investors in the Notes and Warrants will be
obliged to pay all taxes, duties and other similar charges payable in
connection with the subscription, purchase or holding of such Note or
Warrant and the payment of the Final Redemption Amount or Cash
Settlement Amount (as applicable) and/or any Additional Payment.

[Emerging market risks: Investors in Notes and Warrants relating to
Underlyings which are issued in or located in or listed on an exchange in
an emerging market, namely [ ], should be aware that investments in
emerging markets, and specifically [ ], are subject to greater risks than
well-developed western markets. Institutions relied upon for the efficient
functioning of capital markets, such as stock exchanges, economic, legal
and regulatory institutions, systems for the clearing, settlement and
registration of securities, may be less developed. Disclosure standards may
be less onerous on issuers and accountancy practices may differ from those
which are internationally accepted. Political conditions in certain
geographic locations where the issuers of Underlyings may operate may be
volatile or unstable, and there could be increased price volatility.]

[Specific risks relating to Underlying Equity-Linked Notes and Warrants:
If a Potential Adjustment Event occurs and dilutes the theoretical value of
the Underlying or an Extraordinary Event occurs, the Calculation Agent
may make corresponding adjustments to the conditions of the Notes and
Warrants which may adversely affect the Final Redemption Amount or
Cash Settlement Amount payable (as applicable) or (in the case of
Extraordinary Events) may redeem the Notes or terminate the Warrants (as
applicable); as a result the holder of Notes and Warrants may lose some or
all of its investment.]

[RMB risks: There are restrictions on the conversion of RMB into other
currencies. The amount of Offshore RMB deliverable outside PRC may be
limited, which may affect the liquidity of Offshore RMB linked Notes and
Warrants. The market for Offshore RMB is a different market to that of
RMB deliverable in PRC. The Offshore RMB exchange rate may be
influenced by the onshore RMB exchange rate. The Offshore RMB market
may become illiquid or Offshore RMB may become inconvertible or non-
transferable. In such circumstances the Issuer may settle payments under
the Notes and Warrants in another currency. In addition, interest rates are
government-controlled in PRC and changes therein may affect the
Offshore RMB interest rate which may cause the value of the Notes and
Warrants to fluctuate.]

Investors may lose the value of their entire investment or part of it, as
the case may be.

Section E — Offer

E.2b

Reasons for the offer
and use of proceeds
when different from
making profit and/or
hedging certain risks:

Not Applicable. The prospectus has been prepared solely in connection
with the admission of Notes and Warrants to trading on a regulated market
pursuant to Article 3(3) of the Prospectus Directive. There will be no
public offer of the Notes or Warrants and thus reasons for the offer and use
of proceeds are not required.

E.3

Description of the
Terms and conditions

Not Applicable. The prospectus has been prepared solely in connection
with the admission of Notes and Warrants to trading on a regulated market
pursuant to Article 3(3) of the Prospectus Directive. There will be no
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of the offer:

public offer of the Notes or Warrants and thus a description of the terms
and conditions of the offer is not required.

E.4

Description of any
interests material to the
issue/offer, including
conflicting interests:

The Issuer or its affiliates may engage in hedging or other transactions
involving the relevant Underlying which may have a positive or negative
effect on the value of such Underlying and therefore on the value of any
Notes or Warrants to which they relate. Certain affiliates of the Issuer may
also be the counterparty to the hedge of the Issuer's obligations under an
issue of Notes or Warrants and the Calculation Agent is responsible for
making determinations and calculations in connection with the Notes and
Warrants in its sole and absolute discretion acting in good faith. The Issuer
or its affiliates may from time to time advise the issuer or obligors of, or
publish research reports relating to, an Underlying. The views or advice
may have a positive or negative effect on the value of an Underlying and
may be inconsistent with purchasing or holding the Notes and Warrants
relating to such an Underlying.

[Fees [are] [may be] payable by the Issuer to the [Dealer[s]] [Manager][s]]
acting as underwriter(s) of issues of the [Notes][Warrants].]

[[Save as disclosed above, no] [No] person involved in the issue of the
[Notes][Warrants] has an interest material to the issue.] [The following
additional interest(s) are material to issues of the [Notes][Warrants]: [ ].]]

E.7

Estimated expenses
charged to the investor
by the Issuer or the
offeror:

Not Applicable. The prospectus has been prepared solely in connection
with the admission of Notes and Warrants to trading on a regulated market
pursuant to Article 3(3) of the Prospectus Directive. There will be no
public offer of the Notes or the Warrants and expenses in respect of the
listing of Notes and Warrants are not charged directly by the Issuer or
Dealer(s) to the investor.
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HSBC BANK PLC

Annual Reports and Accounts 2014

Presentation of Information

Contents

This document comprises the Annual Report and
Accounts 2014 for HSBC Bank plc (‘the bank’) and its
subsidiaries (together ‘the group’).’"We’, ‘us’ and ‘our’
refer to HSBC Bank plc together with its subsidiaries. It
contains the Strategic Report, the Report of the Directors,
the statement of Directors’ Responsibilities and Financial
Statements, together with the Independent Auditor’s
Report, as required by the UK Companies Act 2006.
References to ‘HSBC’ or ‘the Group’ within this document
mean HSBC Holdings plc together with its subsidiaries.

HM Treasury has transposed the requirements set out
under CRD IV and issued the Capital Requirements
Country-by-Country Reporting Regulations 2013,
effective 1 January 2014. The legislation will require
HSBC Holdings to publish additional information, in
respect of the year ended 31 December 2014, by 1 July
2015. This information will be available at the time on
HSBC’s website: www.hsbc.com. This enables HSBC Bank
plc to be exempt from the reporting obligation and
therefore the bank does not separately disclose this
information.

Additional information, including commentary on 2013
versus 2012 and certain statistical and other information,
may be found in a separate document entitled
‘Additional Information 2014’ and can be found at
www.hsbc.co.uk.

Cautionary Statement Regarding Forward-Looking
Statements

This Annual Report contains certain forward-looking
statements with respect to the financial condition, results
of operations and business of the group.

Statements that are not historical facts, including
statements about the group’s beliefs and expectations,
are forward-looking statements. Words such as ‘expects’,
‘anticipates’, ‘intends’, ‘plans’, ‘believes’, ‘seeks’,
‘estimates’, ‘potential’ and ‘reasonably possible’,
variations of these words and similar expressions are
intended to identify forward-looking statements. These
statements are based on current plans, estimates and
projections, and therefore undue reliance should not be
placed on them. Forward-looking statements speak only
as of the date they are made. HSBC Bank plc makes no
commitment to revise or update any forward-looking
statements to reflect events or circumstances occurring
or existing after the date of any forward-looking
statement.

Forward-looking statements involve inherent risks and
uncertainties. Readers are cautioned that a number of
factors could cause actual results to differ, in some
instances materially, from those anticipated or implied in
any forward-looking statement.
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Strategic Report: Highlights

2014 2013
For the year (Em)
Profit on ordinary activities before tax (reported basis) 1,953 3,294
Total operating income 14,202 15,868
Net operating income before loan impairment charges and other credit risk provisions 11,886 12,840
Profit attributable to shareholders of the parent company 1,354 2,495
At year-end (Em)
Total equity attributable to shareholders of the parent company 36,078 32,370
Risk weighted assets! 243,652 185,879
Loans and advances to customers (net of impairment allowances) 257,252 273,722
Customer accounts 346,507 346,358
Capital ratios" (%)
Common Equity Tier 1 / Core Tier 1 ratio 8.7 12.1
Tier 1 ratio 10.3 13.0
Total capital ratio 13.8 18.0
Performance ratios (%)
Risk adjusted revenue growth? (3.6) 5.6
Return on average shareholders’ equity of the parent company® 4.2 7.9
Post-tax return on average total assets 0.2 0.3
Pre-tax return on average risk-weighted assets 0.8 17
Dividend payout ratio® 69.7 48.7
Credit coverage ratios (%)
Loan impairment charges as a percentage of total operating income 3.2 6.1
Loan impairment charges as a percentage of average gross customer advances 0.2 0.4
Efficiency and revenue mix ratios (%)
Cost efficiency ratio (reported basis)® 79.8 66.8
As a percentage of total operating income:
- net interest income 46.7 439
- net fee income 23.0 21.0
- net trading income 11.3 15.0
Financial ratios (%)
Ratio of customer advances to customer accounts 74.2 79.0
Average total shareholders’ equity to average total assets 4.2 3.8

1 Current period RWAs and ratios are based on CRD IV rules (refer to page 86). Comparative period RWAs and ratios are based on CRD Il capital
rules.

2 Risk-adjusted revenue growth is measured as the percentage change in reported net operating income after loan impairment and other credit
risk charges compared to the previous year.

3 The return on average total shareholders’ equity is defined as profit attributable to shareholders of the parent company divided by the average
total shareholders’ equity.

4 Dividends declared in respect of or for that year per ordinary share expressed as a percentage of basic earnings per share.

5 The cost efficiency ratio is defined as total operating expenses divided by net operating income before loan impairment charges and other credit
risk provisions.
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Our Purpose and Strategic
Objectives

The purpose of HSBC Bank plc is to connect customers to
opportunities, enable businesses to thrive and
economies to prosper, and ultimately help people to
fulfil their hopes and realise their ambitions.

Our strategic priorities

HSBC aims to be the world’s leading and most respected
international bank. We will achieve this by focusing on
the needs of our customers and the societies we serve,
thereby delivering long-term sustainable value to all our
stakeholders.

In 2013, HSBC announced a set of three interconnected
and equally weighted priorities for 2014 to 2016 to help
us deliver our strategy:

< grow the business and dividends;
< implement Global Standards; and
« streamline processes and procedures.

Each priority is complementary and underpinned by
initiatives being undertaken within our day-to-day
business. Together they create value for our customers
and contribute to the long-term sustainability of the
group and HSBC.

In Europe the group’s aim is to be the leading and most
respected international bank connecting Europe with the
rest of the world. On an operational level the group has
developed a strategy for each of four global businesses
following HSBC’s strategic priorities while also focusing
on increasing capital and cost efficiency.

How we measure performance

We track our progress in implementing our strategy with
a range of financial and non-financial measures or key
performance indicators. These are set out on page 11.
From 2015 we have revised our targets to better reflect
the changing regulatory and operating environment.

Value creation

Within the group we continue to follow the vision for the
long-term direction of HSBC which was first outlined in
2011 along with a clear strategy that will help us achieve
it. Our strategy guides where and how we seek to
compete. We constantly assess our progress against this
strategy and provide regular updates to stakeholders.

Through our principal activities — making payments,
holding savings, enabling trade, providing finance and
managing risks — we play a central role in society and in
the economic system. Our target is to build and maintain
a business which is sustainable in the long term.

How we create value

Banks, and the individuals within them, play a crucial role
in the economic and social system, creating value for
many parties in different ways.

We provide a facility for customers to securely and
conveniently deposit their savings. We allow funds to
flow from savers and investors to borrowers, either
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directly or through the capital markets. The borrowers
use these loans or other forms of credit to buy goods or
invest in businesses. By these means, we help the
economy to convert savings which may be individually
short-term into financing which is, in aggregate, longer
term. We bring together investors and people looking for
investment funding and we develop new financial
products. We also facilitate personal and commercial
transactions by acting as payment agent both within
countries and internationally. Through these activities,
we take on risks which we then manage and reflect in
our prices.

Our direct lending includes residential and commercial
mortgages and overdrafts, and term loan facilities. We
finance importers and exporters engaged in international
trade and provide advances to companies secured on
amounts owed to them by their customers.

We also offer additional financial products and services
including broking, asset management, financial advisory,
life insurance, corporate finance, securities services and
alternative investments. We make markets in financial
assets so that investors have confidence in efficient
pricing and the availability of buyers and sellers. We
provide these products for clients ranging from
governments to large and mid-market corporates, small
and medium-sized enterprises, high net worth
individuals and retail customers. We help customers
raise financing from external investors in debt and equity
capital markets. We create liquidity and price
transparency in these securities allowing investors to buy
and sell them on the secondary market. We exchange
national currencies, helping international trade.

We offer products that help a wide range of customers
to manage their risks and exposures through, for
example, life insurance and pension products for retail
customers and receivables finance or documentary trade
instruments for companies. Corporate customers also
ask us to help with managing the financial risks arising in
their businesses by employing our expertise and market
access.

An important way of managing risks arising from changes
in asset and liability values and movements in rates is
provided by derivative products such as forwards,
futures, swaps and options. In this connection, we are an
active market-maker and derivative counterparty.
Customers use derivatives to manage their risks, for
example, by:

= using forward foreign currency contracts to hedge
their income from export sales or costs of imported
materials;

= using an inflation swap to hedge future inflation-
linked liabilities, for example, for pension payments;

= transforming variable payments of debt interest into
fixed rate payments, or vice versa; or

= providing investors with hedges against movements
in markets or particular stocks.

We charge customers a spread, representing the
difference between the price charged to the customer
and the theoretical cost of executing an offsetting hedge
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in the market. We retain that spread at maturity of the
transaction if the risk management of the position has
been effective.

We then use derivatives along with other financial
instruments to constrain the risks arising from customer
business within risk limits. Normally, our customers both
buy and sell relevant instruments, in which case our
focus is on managing any residual risks through
transactions with other dealers or professional
counterparties. Where we do not fully hedge the residual
risks we may gain or lose money as market movements
affect the net value of the portfolio.

Stress tests and other risk management techniques are
also used to ensure that potential losses remain within
our risk appetite under a wide range of potential market
scenarios.

In addition, we manage risks that arise from the business
we do with customers.

Our strategy

The group’s strategy and strategic direction is embedded
in HSBC’s strategy, which is aligned to the following long-
term trends.

Long-term trends

The world economy is becoming ever more
interconnected, with growth in world trade and cross-
border capital flows continuing to outstrip growth

in average gross domestic product. Over the next
decade we expect growth in trade and capital flows to
outstrip GDP growth, and 35 markets to generate
85% of world trade growth with a similar degree of
concentration in cross-border capital flows.

Of the world’s top 30 economies, we expect those of
Asia, Latin America, the Middle East and Africa to
have increased by around four-fold in size by 2050,
benefiting from demographics and urbanisation. By
this time they will be larger than those of Europe and
North America combined. By 2050, we expect 18 of
the 30 largest economies will be from Asia, Latin
America or the Middle East and Africa.

Competitive advantages
What matters in this environment is:

< having an international network and global product
capabilities to capture international trade and
movements in capital; and

< being able to take advantage of organic investment
opportunities in the most attractive growth markets
and maintaining the capacity to invest.

The group’s competitive advantages come from:

< our meaningful presence in and long-term
commitment to HSBC’s key strategic markets;

e our business network;

= our balanced business portfolio centred on our global
client franchise;

= our strong ability to add to our capital base while also
providing competitive rewards to our staff and good
returns to our shareholders;
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= our stable funding base; and

= our local balance sheet strength and trading
capabilities in the most relevant financial hubs.

A two-part strategy

Based on these long-term trends and its competitive
advantages, the Group strategy has two parts:

A network of businesses connecting the world. HSBC
is well positioned to capture growing international
trade and capital flows. The Group’s global reach and
range of services place HSBC in a strong position to
serve clients as they grow from small enterprises into
large multi-nationals through our Commercial
Banking and Global Banking & Markets businesses.

Wealth management and retail with local scale. HSBC
aim to capture opportunities arising from social
mobility and wealth creation in the Group’s priority
growth markets, through the Premier proposition and
its Global Private Banking business. The Group
expects to invest in full scale retail businesses only in
markets where it can achieve profitable scale.

HSBC Values

Embedding HSBC Values in every decision and every
interaction with customers and with each other is a top
priority for the group and is shaping the way we do
business.

The role of HSBC Values in daily operating practice is
fundamental to our culture, and is particularly important
in light of developments in regulatory policy, investor
confidence and society’s expectations of banks. HSBC
Values are integral to the selection, assessment,
recognition, remuneration and training of our
employees. We expect our executives and employees to
act with courageous integrity in the execution of their
duties in the following ways:

Be dependable and doing the right thing:

« stand firm for what is right, deliver on commitments,
be resilient and trustworthy; and

« take personal accountability, be decisive, use
judgment and common sense, empower others.
Be open to different ideas and cultures:

= communicate openly, honestly and transparently,
value challenge, learn from mistakes; and

« listen, treat people fairly, be inclusive, value different
perspectives.

Be connected with customers, communities, regulators
and each other:

= build connections, be externally focused, collaborate
across boundaries; and

= care about individuals and their progress, show
respect, be supportive and responsive.

Business principles

HSBC Values describe how we should interact with each
other and with customers, regulators and the wider
community. Our business principles shape our strategy
and commercial decisions. Together, our values and
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business principles delineate our character and define
who we are as an organisation and what makes us
distinctive. We bring these values and business principles
to life through our day-to-day actions.

The emphasis we place on adhering to high behavioural
standards and doing the right thing has led HSBC to
establish two Board committees: (i) the Conduct &
Values Committee to oversee the design and application
of HSBC’s policies, procedures and standards and ensure
that we conduct business responsibly and consistently
adhere to HSBC Values; and (ii) the Philanthropic and
Community Investment Oversight Committee, which will
focus on the Group’s philanthropic activities, largely
monetary donations made to charitable organisations
and the contribution of staff time to volunteering.

Business principles

< Financial strength — maintain capital strength and
liquidity;

< Risk-management — be enterprising and commercial,
understand and be accountable for the impact of our
actions, take prudent decisions;

< Responsiveness — be fast and responsive, make
principles-led decisions;

« Performance-focus — drive leading, competitive levels
of performance, act with urgency and intensity,
prioritise, simplify;

« Efficiency — focus on cost discipline, process efficiency
and quality of execution;

e Quality — pursue excellence;

= Customer-focus — provide outstanding customer
experience;

« Integrated — align the Group and break down silos;
and

< Sustainability — take a long-term outlook, understand
impact of actions on stakeholders, brand and
reputation.

Market presence

Our business model is based on an international network
connecting and serving a cohesive portfolio of markets.

Our comprehensive range of banking and related
financial services is provided by the bank, its operating
subsidiaries and associates. Services are primarily
delivered by domestic banks, typically with local deposit
bases.

The strategic focus of our capital deployment will
continue to be the UK, one of HSBC’s two home markets,
and the priority markets of Germany, France and Turkey.

Our legal entities are regulated by their local regulators
and on a Group-wide basis we are regulated from the UK
by the Prudential Regulation Authority (‘PRA’) for
prudential matters (safety and soundness) and by the
Financial Conduct Authority (‘FCA’) for conduct
(consumer and market protection).

Investment criteria

We use the HSBC six filters to guide our decisions about
when and where to invest. The first two — international
connectivity and economic development — determine
whether the business is strategically relevant. The next

Strategic Report: Purpose and Strategic Objectives (continued)

three — profitability, efficiency and liquidity — determine
whether the financial position of the business is
attractive. The sixth filter — the risk of financial crime —
governs our activities in high risk jurisdictions, and is
applied to protect us by restricting the scope of our
business where appropriate.

Decisions over where to invest additional resources have
three components:

Strategic — we will only invest in businesses aligned to
our strategy, mostly in our home and priority growth
markets and in target businesses and clients;

Financial — the investment must be value accretive for
the Group, and must meet minimum returns, revenue
and cost hurdles; and

Risk — the investment must be consistent with our risk
appetite.

HSBC conducts an annual geographic and business
portfolio review following the six filter approach to
update its market and business priorities.
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Strategic Report: Products and Services

Products and Services

The group divides its activities into four business
segments: Retail Banking and Wealth Management
(‘RBWM’); Commercial Banking (‘CMB’); Global Banking
and Markets (‘GB&M’); and Global Private Banking
(‘GPB").

They are responsible for developing, implementing and
managing their business propositions consistently across
the group, focusing on profitability and efficiency. They
set their strategies within the parameters of the Group
strategy in liaison with the geographical regions, are
responsible for issuing planning guidance regarding their
businesses, are accountable for their profit and

loss performance, and manage their headcount.

Retail Banking and Wealth Management
Products and services

RBWM takes deposits and provides transactional banking
services to enable customers to manage their day-to-day
finances and save for the future. We offer credit facilities
to assist them in their short or longer-term borrowing
requirements, and we provide financial advisory,
broking, insurance and investment services to help them
to manage and protect their financial futures.

We develop products designed to meet the needs of
specific customer segments, which may include a range
of different services and delivery channels.

RBWM offers four main types of service:

— HSBC Premier: we provide a dedicated relationship manager
to our mass affluent customers and their immediate families,
offering specialist and tailored advice. Customers can access
emergency travel assistance, priority telephone banking and
an online ‘global view’ of their Premier accounts around the
world.

— HSBC Advance: we offer our emerging affluent customers
control over their day-to-day finances and access to a range of
preferential products, rates and terms. HSBC Advance is also
the start of a relationship where we give customers support
and guidance to help them to realise their ambitions.

— Wealth Solutions & Financial Planning: a financial planning
process designed around individual customer needs to help
our clients to protect, grow and manage their wealth. We offer
investment and wealth insurance products manufactured by
Global Asset Management, Markets and HSBC Insurance and
by selected third-party providers.

— Personal Banking: we provide reliable, easy to understand,
good-value banking products and services using global product
platforms and globally set service standards.

RBWM delivers services through four principal channels:
branches, self service terminals, telephone service centres and
digital (internet and mobile).

Customers

RBWM serves nearly 17.5 million customers in Europe.
We are committed to building lifelong relationships with
our customers as they move from one stage of their lives
to the next, offering tailored products and services
appropriate to their diverse goals, aspirations and
ambitions. We recognise that some of our customers
face financial challenges and, in these cases, we aim to
be tolerant, fair and understanding and to support them
during difficult times. We put the customer at the heart
of everything we do. We constantly carry out research

and invest resources to make sure that customers can
access our services conveniently, securely and reliably.
We have conducted work to ensure that we sell products
that meet their needs and at a price that represents a
fair exchange of value between customers and
shareholders, and have introduced new incentive
programmes that have no formulaic links to sales
volumes but are focused on assessing how well we are
meeting our customers’ needs.

We measure customer satisfaction through an
independent market research survey of retail banking
customers in selected countries and calculate a
Customer Recommendation Index to measure
performance. This is benchmarked against average
scores of a peer group of banks in each market and we
set targets for our business relative to our competitor set
of banks. We expect continuous improvements across
markets in which we operate. We aim to handle
customer complaints promptly and fairly, monitoring
trends to further improve our services.

Commercial Banking
Products and services

CMB provides a broad range of banking and financial
services to enable customers to manage and grow their
businesses domestically and internationally. We aim to
be recognised as the leading international trade and
business bank by connecting customers to markets and
by enhancing collaboration within the Group, both
geographically and between global businesses. A global
operating model increases transparency, enables
consistency, improves efficiency and ensures the right
outcomes for our customers.

CMB customer offerings typically include:

— Credit and Lending: we offer a broad range of domestic and
cross-border financing, including overdrafts, corporate cards,
term loans and syndicated, leveraged, acquisition and project
finance. Asset finance is also offered in selected countries.

— Global Trade and Receivables Finance: HSBC supports
customers’ access to the world’s trade flows and provide
unrivalled experience in addressing today’s most complex
trade challenges. Our comprehensive suite of products and
services, letters of credit, collections, guarantees, receivables
finance, supply chain solutions, commodity and structured
finance and risk distribution can be combined into global
solutions that make it easier for businesses to manage risk,
process transactions and fund activities throughout the trade
cycle.

— Payments and Cash Management: HSBC are strategically
located where most of the world’s payments and capital flows
originate. We provide local, regional and global transaction
banking services including payments, collections, account
services, e-commerce and liquidity management via e-enabled
platforms to address the needs of our customers.

— Insurance and Investments: we offer business and financial
protection, trade insurance, employee benefits, corporate
wealth management and a variety of other commercial risk
insurance products in selected countries.

— Collaboration: our CMB franchise represents a key client base
for products and services provided by GB&M, RBWM and GPB,
including foreign exchange, interest rate, capital markets and
advisory services, payroll and personal accounts services and
wealth management and wealth transition services.
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HSBC is leading the development of the renminbi as a
trade currency, with renminbi capabilities in more than
50 markets.

Our range of products, services and delivery channels is
tailored to meet the needs of specific customer
segments.

Customers

We have organised ourselves around our customers’
needs and degree of complexity by developing three
distinct segments within CMB: Business Banking, Mid-
Market and Large Corporates.

< Business Banking now has two distinct needs-based
servicing models: relationship managers focused on
customers with more complex needs; and portfolio
management for customers requiring simpler more
routine products and services.

< We have brought increased focus to our Mid-Market
customers and are re-configuring our organisation
and resources across our home and priority growth
markets to provide enhanced relationship
management.

= For our Large Corporate customers, who typically
have complex and multi-country needs, we provide
globally managed senior coverage teams, who are
also able to coordinate with other global businesses.

To ensure that our customers remain at the heart of our
business, we continue to place the utmost value on
customer feedback and customer engagement. We are
now in the 6th year of our Client Engagement
Programme, a global survey of 15 markets designed to
deepen our understanding of our customers and
reinforce our relationship with them. This initiative,
combined with other insight programmes, helps us to
identify customers’ critical business issues so that we can
tailor solutions and services offered to better meet their
needs.

Building long-term relationships with reputable
customers is core to our growth strategy and
organisational values.

Global Banking and Markets
Products and services

GB&M provides wholesale capital markets and
transaction banking services organised across eight
client-facing businesses.

GB&M products and services include:

— Sales and trading services in the secondary market are provided
in Markets, which includes four businesses organised by asset
class:

— Credit and Rates sell, trade and distribute fixed income
securities to clients including corporates, financial
institutions, sovereigns, agencies and public sector issuers.
They assist clients in managing risk via interest rate and
credit derivatives, and facilitate client financing via
repurchase (‘repo’) agreements.

— Foreign Exchange provides spot and derivative products to
meet the investment demands of institutional investors, the
hedging needs of small and medium-sized enterprises
(‘SMEs’), middle-market enterprises (‘MMES’) and large
corporates in GB&M and CMB, and the needs of RBWM and
GPB customers in our branches. Foreign Exchange trades on
behalf of clients in over 90 currencies.
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— Equities provides sales and trading services for clients,
including direct market access and financing and hedging
solutions.

— Capital Financing offers strategic financing and advisory
services focusing on a client’s capital structure. Products
include debt and equity capital raising in the primary market,
transformative merger and acquisition advisory and execution,
and corporate lending and specialised structured financing
solutions such as leveraged and acquisition finance, asset and
structured finance, real estate, infrastructure and project
finance, and export credit.

— Payments and Cash Management helps clients move, control,
access and invest their cash. Products include non-retail deposit
taking and international, regional and domestic payments and
cash management services.

— Securities Services provides custody and clearing services to
corporate and institutional clients and funds administration to
both domestic and cross-border investors.

— Global Trade and Receivables Finance provides trade services
on behalf of GB&M clients to support them throughout their
trade cycle.

In addition to the above, Balance Sheet Management is
responsible for the management of liquidity and funding
for the group. It also manages structural interest rate
positions within the Markets limit structure.

Customers

GB&M provides tailored financial solutions to major
governmental, corporate and institutional clients
worldwide. Managed as a global business with regional
oversight, GB&M operates a long-term relationship
management approach to build a full understanding of
clients’ financial requirements and strategic goals.

Client coverage is centralised in Banking, which contains
relationship managers organised by sector, region and
country who work to understand client needs and
provide holistic solutions by bringing together our broad
array of product capabilities and utilising our extensive
global network.

Our goal is to be a 'Top 5' bank to our priority clients. We
strive to achieve this goal by assembling client coverage
teams across our geographical network who work
alongside product specialists in developing individually
tailored solutions to meet client needs. Our client
coverage and product teams are supported by a unique
customer relationship management platform and
comprehensive client planning process. Our teams utilise
these platforms to better serve global client
relationships, which facilitates our ability to connect
clients to international growth opportunities.
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Global Private Banking
Products and services

Drawing on the strength of HSBC and the most suitable
products from the marketplace, we work with our clients
to provide solutions to grow, manage and preserve
wealth for today and for the future. Our products and
services include Private Banking, Investment
Management and Private Wealth Solutions.

GPB products and services include:

— Private Banking services comprise multicurrency and fiduciary
deposits, account services, and credit and specialist lending.
GPB also accesses HSBC'’s universal banking capabilities to offer
products and services such as credit cards, internet banking,
and corporate and investment banking solutions.

— Investment Management comprises advisory and discretionary
investment services, and brokerage across asset classes. This
includes a complete range of investment vehicles, portfolio
management, securities services and alternatives.

— Private Wealth Solutions comprise trusts and estate planning,
designed to protect wealth and preserve it for future
generations.

Customers

GPB serves the needs of high net worth and ultra-high
net worth individuals and their families in our home and
priority markets.

Within these broad segments, GPB has teams dedicated
to serving HSBC'’s global priority clients, which include
our most significant group relationships, and other
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clients who benefit from our private banking proposition
and services offered by CMB and GB&M. Our aim is to
build and grow connectivity with these customers group-
wide, establishing strong relationships across all global
businesses to meet clients’ needs. We aim to build on
HSBC’s commercial banking heritage to be the leading
private bank for high net worth business owners.

Relationship managers are the dedicated points of
contact for our clients, tailoring services to meet their
individual needs. They develop a thorough
understanding of their clients — including their family,
business, lifestyle and ambitions — and introduce them to
specialists equipped to help build the best financial
strategy. Specialists include:

* investment advisers, who discuss investment ideas in
line with a client’s investment and risk profile;

« credit advisers, who provide expertise in complex
liquidity and lending requirements; and

= wealth planners, who have the knowledge and
expertise to design and implement structures to
manage wealth now and for future generations.

The use of digital platforms continues to grow in line
with strong demand from self-directed clients. These
platforms enable clients to access account information,
investment research and online transactional capabilities
directly. We continue to invest in digital systems to
better meet clients’ evolving expectations and needs.
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Strategic priorities

As aforementioned, we previously defined three
interconnected and equally weighted priorities for 2014
to 2016 to help us deliver our strategy:

< grow the business and dividends;
< implement Global Standards; and
< streamline processes and procedures.

Each priority is complementary and underpinned by
initiatives within our day-to-day business. Together, they
create value for our customers and shareholders and
contribute to the long-term sustainability of the group.

In the process, we shall maintain a robust, resilient and
environmentally sustainable business in which our
customers can have confidence, our employees can take
pride and our communities can trust.

As at 31 December 2014, the bank had 1,066 branches in
the United Kingdom and 13 located in the Isle of Man
and the Channel Islands. The bank and its subsidiaries
had further banks, branches and offices in Armenia,
Belgium, the Channel Islands, Czech Republic, France,
Germany, Greece, Hong Kong Special Administrative
Region of the People’s Republic of China, Ireland, Israel,
Italy, Luxembourg, Malta, Netherlands, Poland, Russia,
South Africa, Spain, Switzerland and Turkey.

Grow the business and dividends

In growing the business and dividends, our targets are to
grow risk-weighted assets (‘RWAS’) in line with our
organic investment criteria and progressively grow
dividends while reducing the effect of legacy and non-
strategic activities on our profit and RWAs.

Our strategy is to take advantage of the continuing
growth of international trade and capital flows, and
wealth creation. We aim to achieve growth by leveraging
our international network and client franchise to
improve HSBC’s market position in products aligned to
our strategy.

To facilitate this growth, we recycle RWAs from low into
high performing businesses within our risk appetite.

In 2014, we launched a number of investment priorities
to capitalise on HSBC'’s global network and accelerate
organic growth:

* Global Trade and Receivables Finance: We are
investing in our sales and product capabilities,
particularly for high-growth products and trade
corridors and expanding in trade hubs as a means of
reinforcing HSBC'’s leading position in trade.

= Payments and Cash Management: We aim to deliver
improved client coverage and products via
investments in better sales coverage and customer
proposition and mobile enhancements.

< Foreign Exchange: We aim to improve our services to
clients and efficiency by improving our electronic
trading platforms and capabilities.

< Renminbi: Building on our market-leading position,
we are investing to roll out our renminbi servicing
capabilities internationally, with the aim of capturing

a larger share of offshore renminbi, foreign exchange
and capital markets opportunities.

Industry awards and market share gains have validated
our strategy. HSBC’s market shares in core international
connectivity products such as Payments and Cash
Management, Global Trade and Receivables Finance and
Foreign Exchange have all improved consistently over
the past three years. For three consecutive years,
including 2014, HSBC has been voted the top global cash
manager for corporate and financial institutions in the
Euromoney Cash Management survey. In the same
survey HSBC was voted best global cash manager for
non-financial institutions for a second consecutive year
in 2014. HSBC has also been voted the ‘Best Overall for
Products and Services’ by Asiamoney in its Offshore
Renminbi Services survey every year since the survey’s
inception in 2012.

We aim to continue to invest in key growth markets and
align resources to city clusters with fast-growing
international revenue pools:

* The UK is our home market: Our goal is to strengthen
and develop our home market position in key
products, such as mortgages and personal lending.

« Germany: We continue to improve our position in
Europe’s leading trade nation through the expansion
of our corporate franchise. In 2014, we broadened
our customer base by enhancing our products,
widening our geographical coverage and adjusting our
risk appetite. International revenues increased
through deeper relationships with customers and
developing cross-business collaboration
opportunities.

Implement Global Standards

HSBC is adopting the highest or most effective financial
crime controls and deploying them everywhere it
operates.

Two new global policies set out those controls for anti-
money laundering and sanctions. They are HSBC's Global
Standards.

In line with our ambition to be recognised as the world’s
leading international bank, HSBC's aspires to set the
industry standard for knowing our customers and
detecting, deterring and protecting against financial
crime. Delivering on this means introducing a more
consistent, comprehensive approach to managing
financial crime risk — from understanding more about our
customers, what they do and where and why they do it,
to ensuring their banking activity matches what we
would expect it to be.

We aim to apply our financial crime risk standards
throughout the lifetime of our customer relationships:
from selecting and onboarding customers, to managing
our ongoing relationships and monitoring and assessing
the changing risk landscape in the bank. HSBC’s new
global anti-money laundering policy enhances our ability
to stop criminals laundering money through HSBC. It sets
out global requirements for carrying out customer due
diligence, monitoring transactions and escalating
concerns about suspicious activity.



HSBC BANK PLC

Strategic Report: Strategic Priorities (continued)

HSBC’s new global sanctions policy aims to ensure that
we comply with local sanctions related laws and
regulations in countries where we operate, as well as
with global sanctions imposed by the UN Security
Council, European Union, US, UK and Hong Kong
governments.

In many cases, our policy extends beyond what we are
legally required to do, reflecting the fact that HSBC has
no appetite for business with illicit actors.

We expect HSBC’s Global Standards to underpin our
business practices now and in the future, and to provide
a source of competitive advantage. Global Standards
allow us to:

= strengthen our response to the ongoing threat of
financial crime;

< make consistent — and therefore simplify — the ways
by which we monitor and enforce high standards at
HSBC;

< strengthen policies and processes that govern how
we do business and with whom; and

< ensure that we consistently apply HSBC Values.

Implementing Global Standards

Each global business, supported by Financial Crime
Compliance, has identified where and how it needs to
enhance existing procedures to meet the global
standards. They are now in the process of deploying the
systems, processes, training and support to put the
enhanced procedures into practice.

This is being done in two stages:

« delivering policy components with limited
infrastructure dependency according to an
accelerated timeline; and

< implementing, in parallel, long term strategic
enhancements and associated enhancements to
infrastructure.

During 2014, HSBC made material progress in a number
of areas, including:

< global implementation of customer selection policies
and governance;

« first deployment of enhanced customer due diligence
procedures for gathering and verifying customer
information;

< integration of global sanctions screening lists into our
customer and transaction screening tools;

« targeted training for highest risk roles and all-
employee campaigns to raise awareness of financial
crime risk and encourage escalation;

< global roll out of financial intelligence and
investigations units to follow up on escalations and
alerts, and identify emerging trends and issues; and

« the establishment of global procedures and
governance to exit business that is outside our
financial crime risk appetite.

Governance framework

The Global Businesses and Financial Crime Compliance,
supported by HSBC Technology and Services, are
formally accountable for delivering business procedures,

controls and the associated operating environment to
implement HSBC'’s new policies within each Global
Business and jurisdiction.

This accountability is overseen by the Global Standards
Execution Committee, which is under the chairmanship
of the Group Chief Risk Officer and consists of the Chief
Executive Officers of each global business and the Global
Head of Financial Crime Compliance.

Correspondingly, and to promote closer integration with
business as usual, a report on the implementation of
Global Standards is a standing item at the Group’s Risk
Management Meeting. The Financial System
Vulnerabilities Committee and the Holdings Board of
Directors continue to receive regular reports on the
Global Standards programme as part of their continued
role in providing oversight.

Risk appetite

Financial crime risk controls are a part of our everyday
business and they are governed according to HSBC’s
global financial crime risk appetite statement. This aims
to ensure sustainability in the long-term. Our
overarching appetite and approach to financial crime risk
is that we will not tolerate operating without the
appropriate systems and controls in place to detect and
prevent financial crime and will not conduct business
with individuals or entities we believe are engaged in
illicit behaviour.

Enterprise-wide risk assessment

The Group has conducted its second annual enterprise-
wide assessment of our risks and controls related to
sanctions and anti-money laundering (‘AML’)
compliance. The outcome of this assessment has formed
the basis for risk management planning, prioritisation
and resource allocation for 2015.

The Monitor

Under the agreements entered into with the US
Department of Justice (‘DoJ’), the UK FCA, formerly the
Financial Services Authority (‘FSA’), and the US Federal
Reserve Board (‘FRB’) in 2012, including the five-year
deferred prosecution agreement with the DoJ (‘US DPA),
the US Attorney’s Office for the Eastern District of New
York, and the US Attorney’s Office for the Northern
District of West Virginia, an independent compliance
monitor (‘the Monitor’) was appointed to evaluate
HSBC’s progress in fully implementing its obligations
under the agreements, and produce regular assessments
of the effectiveness of HSBC’s Compliance function.

Michael Cherkasky began his work as the Monitor in July
2013 charged with evaluating and reporting upon the
effectiveness of the Group’s internal controls, policies
and procedures as they relate to ongoing compliance
with applicable AML, sanctions, terrorist financing and
proliferation financing obligations, over a five-year
period.

HSBC is continuing to take concerted action to remedy
AML and sanctions compliance deficiencies and to
implement Global Standards. HSBC is also working to
implement the agreed recommendations flowing from
the Monitor’s 2013 review. HSBC recognises it is only
part way through a journey, being two years into the
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five-year US DPA. The Group looks forward to
maintaining a strong, collaborative relationship with the
Monitor and his team.

Streamline processes and
procedures

We continue to refine our operational processes,
develop our functions, implement consistent business
models and strengthen IT. The Group’s aim is to achieve
a cost efficiency ratio in the mid 50’s.

Since 2011, the Group has changed how HSBC is
managed by introducing a leaner reporting structure and
establishing an operating model with global businesses
and functions. These changes - together with
improvements in software development productivity,
process optimisation, and HSBC’s property portfolio —
realised US$5.7 billion in Group wide sustainable savings,
equivalent to US$6.1 billion on an annualised (run rate)
basis. This exceeded our commitment to deliver
US$2.5-3.5 hillon of sustainable savings at the outset of
the organisational effectiveness programme included in
the first phase of our strategy.

Sustainable savings arise from the reduction or
elimination of complexity, inefficiencies or unnecessary
activities, and release capital that can be reinvested in
growing our business as well as increasing returns to
shareholders.

The reorganisation of the Group into four global
businesses and eleven global functions further allows
HSBC to run globally consistent operating models. This
establishes the foundation for the next stage of
streamlining.

From 2014 to 2016, the Group will continue to
streamline processes and procedures with a target to
realise an additional US$2-3 billion of sustainable
savings. This programme will be applied to:

< improving the end-to-end optimisation of processes
and servicing channels;

< technology simplification, reducing the number of
applications used across the Group; and

= enhancing infrastructure, including optimising our
real estate utilisation and the location where certain
activities are carried out.

Streamlining is expected to be achieved through a
combination of simplifying and globalising our processes,
products, systems and operations. ‘Simplifying’ involves
identifying inefficiencies or excessive complexity and
redesigning or rationalising processes to make them
easier to understand and manage and more efficient.
‘Globalising’ involves developing standard global
processes and implementing them around the Group.

Strategic direction

Retail Banking and Wealth Management

RBWM provides retail banking and wealth management
services for personal customers in markets where we
have, or can build, the scale in our target customer
segments to do so cost effectively.

We focus on three strategic imperatives:
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< building a consistent, high standard, customer needs-
driven wealth management service for retail
customers drawing on our Insurance and Asset
Management businesses;

= using our global expertise to improve customer
service and productivity, to provide a high standard of
banking solutions and service to our customers
efficiently; and

< simplifying and re-shaping the RBWM portfolio of
businesses globally, to focus our capital and resources
on key markets.

Our three growth priorities are customer growth in
target segments, deepening customer relationships
through wealth management and relationship-led
lending, and enhancing distribution capabilities,
including digital.

Implementing Global Standards, enhancing risk
management control models and simplifying processes
also remain top priorities for RBWM.

Commercial Banking

CMB aims to be the banking partner of choice for our
customers building on our rich heritage, international
capabilities and relationships to enable global
connectivity.

We have four growth priorities:

= providing consistency and efficiency for our
customers through a business model organised
around global customer segments and products;

= utilising our distinctive geographical network to
support and facilitate global trade and capital flows;

« delivering excellence in our core flow products —
specifically in Trade and Payments and Cash
Management; and

< enhancing collaboration with other global businesses.

Implementing Global Standards, enhancing risk
management controls and simplifying processes also
remain top priorities for CMB.

Global Banking and Markets

GB&M'’s business model and strategy is well established
with the objective of being a ‘top 5’ bank to our priority
clients and in our chosen products and geographies.

We focus on the following growth priorities:

= connecting clients to international growth
opportunities;

= continuing to be well positioned in products that will
benefit from global trends; and

« leveraging our distinctive International expertise and
geographical network which connects developed and
faster-growing regions;

Enhancing risk management controls, implementing
Global Standards and collaborating with other global
businesses also remain top priorities for GB&M.

Global Private Banking

GPB aims to build on HSBC’s commercial banking
heritage to be the leading private bank for high net
worth business owners by:
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= capturing growth opportunities in home and priority
growth markets, particularly from group collaboration
by accessing owners and principals of CMB and
GB&M clients; and

< repositioning the business to concentrate on onshore
markets and a smaller number of target offshore
markets, aligned with Group priorities.

Implementing Global Standards, enhancing risk
management controls, tax transparency and simplifying
processes also remain top priorities for GPB.

Key Performance Indicators

The Board of Directors tracks the group’s progress in
implementing its strategy with a range of financial and
non-financial measures or key performance indicators.
Progress is assessed by comparison with the group
strategic priorities, operating plan targets and historical
performance.

From time to time the group reviews its key performance
indicators (‘KPIs’) in light of its strategic objectives and
may adopt new or refined measures to better align the
KPIs to HSBC's strategy and strategic priorities.

Financial KPIs

2014 2013

% %

Risk adjusted revenue growth (3.6) 5.6

Cost efficiency ratio 79.8 66.8
Pre-tax return on average risk-weighted

assets ratio 0.8 1.7

CET 1/ Core tier 1 capital ratio 8.7 121

Risk-adjusted revenue growth is measured as the
percentage change in reported net operating income
after loan impairment and other credit risk charges since
last year. The group seeks to deliver consistent growth in
risk-adjusted revenues.

Outcome: Reported risk-adjusted revenue growth
decreased primarily due to weaker trading income
compared to 2013.

Cost efficiency ratio is measured as total operating
expenses divided by net operating income before loan
impairment and other credit risk provisions.

Outcome: The cost efficiency ratio increased principally
due to higher costs, most notably from charges for
investigations into foreign exchange, combined with
lower overall revenues.

Pre-tax return on average risk-weighted assets ratio is
measured as pre-tax profit divided by average risk-
weighted assets. The group targets a return in the
medium term of between 1.8 and 2.0 per cent.

Outcome: The return on average risk-weighted assets
was significantly below the target range predominantly
due to a fall in profit before tax.

Common equity tier / Core tier 1 capital ratio —
represents the ratio of common equity tier / core tier 1
capital comprising shareholders’ equity and related non-
controlling interests less regulatory deductions and
adjustments to total risk weighted assets. The group
seeks to maintain a strong capital base to support the

development of its business and meet regulatory capital
requirements at all times.

Outcome: The Common Equity Tier 1 ratio fell compared
to Core Tier 1 ratio from 12.1 to 8.7 per cent primarily
reflecting the impact of the transition to CRD IV.

Employee engagement

Strong employee engagement leads to positive
commercial outcomes and underpins improved business
performance, increased customer satisfaction, higher
productivity, talent retention and reduced absenteeism.
We assess our employees’ engagement through our
Global People Surveys, which were held annually from
2007 to 2011 and bi-annually thereafter. The latest
Survey, in 2013, focused on supporting a values-led high
performance culture by assessing if our employees were
engaged in the Group’s purpose and felt able to deliver
on our ambition to become the world’s leading
international bank.

The overall Europe engagement score in 2013 was 60 per
cent, which was below the financial services norm.
Strong scores were registered in risk awareness (78 per
cent, 5 percentage points above the external best-in-
class), employee development (58 per cent), leadership
capability (58 per cent) and living the HSBC Values (78
per cent). Aspects that require concerted attention
included pride and advocacy, which had fallen from 2011
levels. The next Global People Survey will be conducted
in 2015.

Brand value

HSBC monitors the strength of its brand through an
empirical tool (the Brand Equity Index), which combines
measurements of perception for customer purchase
consideration from the brand, customer advocacy of the
brand and emotional connection to the brand to develop
an Index Value that can be tracked over time.

The HSBC brand in the UK scores at the competitive
average, ranking third, and is strongly differentiated
from an International perspective. In both Turkey and
France, HSBC's Brand Equity Index improved during 2014
but is below the average of its larger local competitors.

Customer service and satisfaction

In RBWM, customer satisfaction is measured through an
independent market research survey of retail banking
customers, using a Customer Recommendation Index
(‘CRI’) to score performance. In the UK during 2014 our
CRI ranking was poor and for the first half of the year,
the bank achieved historic low scores. Following a strong
intervention programme in our service channel
'Simplifying Growth' we saw a positive response and
finished the year with a very good fourth quarter
position ranking us joint third behind Halifax and
Santander. Turkey and France both saw significant
improvement throughout the year and both achieved
their targets to improve their overall score relative to the
competitor average. Turkey in particular finished the
fourth quarter strongly with a record competitive joint
third position in the market.

Throughout 2014, CMB continued to draw insight and
metrics from the Client Engagement Programme (‘CEP’),
conducted by an independent third party. The results
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showed that CMB has remained differentiated from its
key competitors; particularly in the UK and ahead or in
line with competitors in France, Germany and Turkey.
Satisfaction with our Relationship Managers is ahead of
its peer group in the UK, Germany and Turkey. This is a
good achievement in terms of supporting CMB’s
strategic objectives and helping us to drive continuous
improvement for our clients.

Awards

HSBC was recognised in several industry awards
throughout 2014. A small selection of those follows:

< ‘Best Mobile Banking Application 2014’ - (Global
Finance Magazine)

< ‘Best Global Cash Management Bank for Corporates
and Financial Institutions for the third consecutive
year’ - (Euromoney 2014)

< ‘Bonds and Derivatives House of the year’ —
(International Finance Review 2014)

< ‘Best Family Office Offering’ - (Private Banker
International Global Wealth Awards )
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‘Best Provider for Mortgages’ - Moneysupermarket
Supers Awards 2014

‘Best High Street Mortgage Provider’ - Moneyfacts
Consumer Money Awards 2014

‘Best Remortgage Provider’ - Moneyfacts Awards
2014

‘Best Bank Mortgage Provider’ - Moneyfacts Awards
2014

‘Best Variable Rate Mortgage Provider’ - Moneyfacts
Awards 2014

‘Most Trusted Mainstream Bank’ - Moneywise
Customer Service Awards 2014

‘Best National Bank — Mortgage’ Finance Gazette
Awards 2014

‘Best Debt House in Western Europe for the 2"
consecutive year’ - Euromoney Awards 2014

‘UK Number 1 Trade Bank’ — Global Finance Magazine
2014
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Financial summary

Summary consolidated income statement for the year ended

2014 2013
£m £m
Net interest income 6,629 6,961
Net fee income 3,266 3,336
Trading income 1,609 2,373
Net income from financial instruments designated at fair value 371 900
Gains less losses from financial investments 321 100
Net insurance premium income 1,823 2,022
Other operating income 183 176
Total operating income* 14,202 15,868
Net insurance claims, benefits paid and movement in liabilities to policyholders (2,316) (3,028)
Net operating income before loan impairment and other credit risk provisions 11,886 12,840
Loan impairment charges and other credit risk provisions (449) (971)
Net operating income 11,437 11,869
Total operating expenses* (9,487) (8,575)
Operating profit 1,950 3,294
Share of profit in associates and joint ventures 3 —
Profit before tax 1,953 3,294
Tax expense (564) (754)
Profit for the year 1,389 2,540
Profit attributable to shareholders of the parent company 1,354 2,495
Profit attributable to non-controlling interests 35 45
1 Total operating income and expenses include significant items as detailed on pages 18 and 19.
Economic background with purchases of covered bonds and asset-backed

securities.
The UK recovery continued through the second half of

2014, though the pace of expansion moderated towards
the end of the year. Preliminary estimates indicate that
the annual rate of growth of real Gross Domestic Product
(‘GDP’) was 2.6 per cent. The unemployment rate fell to
5.7 per cent in the three months to December and wage
growth accelerated slightly from a very low level. The
annual Consumer Price Index (‘CPI’) measure of inflation
reached a 14-year low of 0.5 per cent in December. After
a period of rapid activity in 2013 and the early months of
2014, there were signs that both economic activity and
price inflation in the housing market were moderating as
the year ended. The Bank of England kept the Bank Rate
steady at 0.5 per cent.

In Turkey, the annual rate of GDP growth slowed in the
third quarter to 1.7 per cent largely driven by a
slowdown in private consumption. The annual rate of
private investment has been particularly weak
throughout 2014, averaging minus 1.6 per cent in the
first three quarters. CPI inflation remained elevated at
8.2 per cent in December, well above the Central Bank of
Turkey's (‘CBRT’) target of 5.0 per cent. Despite elevated
inflation and the sizeable deficit in Turkey’s current
account position, the CBRT began easing monetary policy
in the second quarter, cutting the key interest rate in
May, June and July to reach 8.25 per cent down from 10
per cent at the start of the year.

The recovery in eurozone economic activity in 2014 was
slow and uneven across member states. Real GDP in the
region as a whole grew by 0.9 per cent in the year. The
German and Spanish economies grew by 1.6 per cent
and 1.5 per cent, respectively, while French GDP grew by
a more modest 0.4 per cent. Eurozone inflation fell to
minus 0.2 per cent in December, prompting fears that
the region could move towards a sustained period of
deflation. The likelihood that low growth and inflation
could persist for an extended period prompted the
European Central Bank (‘ECB’) to cut the main
refinancing rate and the deposit rate to 0.05 per cent
and minus 0.2 per cent, respectively, in September and
embark on a policy of balance sheet expansion starting

13
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HSBC Bank plc and its subsidiary undertakings reported
profit before tax of £1,953 million, £1,341 million or 41
per cent lower than 2013.

The decrease in profit before tax was primarily due to a
number of significant items including provisions arising
from the on-going review of compliance with the
Consumer Credit Act (‘CCA’) in the UK and settlements
and provisions in connection with foreign exchange
investigations. In addition, there was a reduction in
Markets revenues in GB&M and lower insurance
revenues in RBWM.

Progress continues to be made in streamlining our
processes and procedures. This is designed to reduce
complexity and lower costs in a sustainable way. Total
restructuring costs of £72 million were incurred as a
result of streamlining these businesses and other
initiatives which delivered sustainable cost savings of
approximately £312 million.

In RBWM we expanded our mortgage distribution
channels to include a specific intermediary, in order to
reach the growing proportion of the mortgage market in
the UK that wish to source its finance through
intermediaries. In France, we continued to experience
strong growth in home loans. In Turkey, the regulator
imposed interest rates caps on overdrafts and credit
cards which affected revenue.

In CMB, overall UK lending, both new lending and re-
financing, continued to grow compared to 2013. In
addition, Business Banking launched a campaign to offer
further support and lending to SME customers. Lending
in Global Trade and Receivables Finance also grew. In
France, the Payments and Cash Management business
implemented the Single Euro Payments Area platform
(‘SEPA”) for euro-denominated credit transfer and direct
debit payments across European locations. In addition,
following the success of the SME fund in 2013, CMB
allocated a further fund to support customers seeking
international growth.

In GB&M, as part of the re-shaping of the business in
2013, we brought together all our financing businesses in
Capital Financing in the UK. We increased our sector
expertise and enhanced our geographic spread by
appointing two new co-heads of UK Banking. In 2014, the
advisory and equity capital markets businesses within
Capital Financing experienced volume growth that
outstripped the market. In France, GB&M acted as sole
advisor on one of the largest M&A transactions in
Europe.

GPB continued to reposition its business model and
focus its client base by reviewing portfolios and ensuring
that all clients comply with Global Standards including
financial crime compliance and tax transparency
standards.The business continued to focus on clients
with wider Group connectivity within the home and
priority markets, as well as reducing the number of
clients in non-priority markets.

Items which are significant in a comparison of 2014
results to 2013 have been summarised on pages 18 to
19.
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Net interest income decreased by £332 million or 5 per
cent. The decrease was primarily due to provisions of
£379 million arising from the on-going review of
compliance with the CCA in 2014. Excluding this, net
interest income increased by £47 million mainly due to
increased spreads in term lending and growth in deposit
volumes in Payments and Cash Management in the UK.

Net fee income decreased by £70 million or 2 per cent. In
RBWM the reduction in fee income in the UK was due to
a higher level of fees payable under partnership
agreements as well as lower overdrafts and investment
fees. This was partially offset by an increase in GB&M
due to lower fees paid to HSBC entities in other regions
relating to reduced Foreign Exchange trading activities
undertaken on behalf of their clients.

Trading income decreased by £764 million or 32 per
cent. The reduction includes a number of significant
items including negative fair value adjustments on non-
qualifying hedges in our French home loan portfolio in
RBWM of £155 million and an adverse movement in the
derivatives debit valuation adjustment (‘DVA’) of

£143 million in GB&M. Excluding this, net trading
revenue decreased in GB&M primarily driven by
Markets. This included the introduction of the funding
fair value adjustment (‘FFVA’) on certain derivative
contracts which resulted in a charge of £152 million
affecting Rates and Credit.

Revenues also fell in Foreign Exchange reflecting lower
volatility and reduced client flows. In addition, revenue
decreased in Equities as 2013 benefited from higher
revaluation gains, which more than offset the increase in
revenue from increased client flows and higher
derivatives income.

This decrease was partially offset by favourable foreign
exchange movements on trading assets held as
economic hedges against issued foreign currency debt
designated at fair value, compared to 2013. These offset
adverse foreign exchange movements on the foreign
currency debt reported in “Net income from financial
instruments designated at fair value”.

Net income from financial instruments designated at fair
value decreased by £529 million compared to 2013. Of
this, £296 million was due to adverse foreign exchange
movements on economically hedged foreign currency
debt in GB&M. In addition, income arising from financial
assets held to meet liabilities under insurance and
investment contracts decreased reflecting lower net
investment returns in 2014 compared to 2013. These
returns reflected weaker equity market movements in
the UK and France.

This was partially offset by favourable credit spread-
related movements in the fair value of the group’s own
long-term debt of £17 million compared to adverse fair
value movements of £167 million in 2013.

Gains less losses from financial investments increased by
£221 million, primarily due to higher net disposal gains in
the legacy portfolio partly offset by lower available-for-
sale gains in GB&M Balance Sheet Management, notably
in the UK.

Net insurance premium income decreased by £199
million or 10 per cent. This was mainly as a result of
lower volumes following the run-off of business from
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independent financial advisor distribution channels in
the UK in 2013.

Other operating income was broadly in line with 2013. A
gain arising from external hedging of an intra-group
financing transaction was mostly offset by a decrease in
the Present Value of In-Force (‘PVIF’) long term
insurance business in France RBWM.

Net insurance claims, benefits paid and movement in
liabilities to policyholders decreased by £712 million or
24 per cent. This reflected a net trading loss on economic
hedges and a decrease in business volumes. In addition,
there was a decrease in investment returns on assets
held to support policyholder contracts where the
policyholder bears investment risk from weaker equity
market movements in 2014 compared to 2013 in the UK
and France.

Loan impairment charges and other credit risk provisions
decreased by £522 million or 54 per cent. This was due
to lower individually assessed provisions in UK CMB
reflecting improved portfolio quality and the economic
environment. GB&M in the UK recorded reduced loan
impairment charges due to lower individually assessed
provisions and higher net releases of credit risk
provisions on available-for-sale asset backed securities.
This was partly offset by an increase due to a revision in
certain estimates in our corporate collective loan
impairment calculation. In RBWM, loan impairment
charges decreased as a result of lower delinquency levels
in the improved economic environment and as
customers continued to reduce outstanding credit card
and loan balances.

Total operating expenses increased by £912 million or 11
per cent. This was primarily due to a number of
significant items including settlements and provisions in
connection with foreign exchange investigations in
GB&M and the non-recurrence of a 2013 accounting gain
of £280 million arising from a change in basis of
delivering ill-health benefits in the UK. In addition
expenses were higher due to the timing of the
recognition of the Financial Services Compensation
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Scheme (‘FSCS’) levy in the UK and from growth in
regulatory programmes and compliance related costs
across all of our businesses.

The increase in expenses was partially offset by lower
litigation costs. Customer redress provisions broadly
remained in line with 2013. Litigation related expenses
decreased by £365 million, reflecting an insurance
recovery recognised in 2014 relating to Madoff litigation
costs that had been recognised in 2013, and which did
not recur in 2014. Compared to 2013, redress provisions
did not include a £96 million charge relating to
investment advice redress, but included an additional
charge of £583 million (2013: £483 million) for estimated
redress for possible mis-selling in previous years of
payment protection insurance (‘PPI’) policies and £175
million (2013: £166 million) in respect of interest rate
protection products.

During 2014 the group maintained its strict cost control
discipline and benefited from the delivery of
organisational effectiveness programmes. The number of
employees, expressed in fulltime equivalent numbers at
the end of 2014 was 1 per cent higher compared to
2013. This was primarily as a result of the initiatives
related to Regulatory Programmes and Compliance in
part offset by sustainable savings programmes and
business disposals.

Tax expense totalled £564 million in 2014, compared to
£754 million in 2013. The effective tax rate for 2014 was
28.9 per cent, compared to 22.9 per cent in 2013.

The effective tax rate for 2014 of 28.9 per cent was
higher than the UK corporation tax rate of 21.5 per cent
due to the non-deductible settlements and provisions in
connection with foreign exchange investigations offset in
part by the recognition of losses previously not
recognised for tax purposes overseas.
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Review of business position

Summary consolidated balance sheet as at 31 December

Total assets

Cash and balances at central banks

Trading assets

Financial assets designated at fair value
Derivative assets

Loans and advances to banks

Loans and advances to customers

Reverse repurchase agreements — non-trading
Financial investments

Other

Total liabilities

Deposits by banks

Customer accounts

Repurchase agreements — non-trading
Trading liabilities

Financial liabilities designated at fair value
Derivative liabilities

Debt securities in issue

Liabilities under insurance contracts issued
Other

Total equity

Total shareholders’ equity
Non-controlling interests

Movements in 2014

Strategic Report: Business Review (continued)

Total reported assets were £797 billion, 2 per cent lower
than at 31 December 2013.

The group maintained a strong and liquid balance sheet
with the ratio of customer advances to customer
accounts slightly decreasing to 74.2 per cent (2013: 79.0
per cent). This was due to customer advances decreasing
by 6 per cent whilst the amount of customer deposits
remained stable.

The group’s Common Equity Tier 1 ratio was 8.7 per cent
(2013: Core Tier 1 ratio: 12.1 per cent). Risk-weighted
assets of £243,652 million were 31 per cent higher than
at 31 December 2013, principally reflecting the transition
to CRD IV.

Assets

Cash and balances at central banks decreased by 37 per
cent reflecting a reduction in excess liquidity.

Trading assets decreased by 3 per cent predominantly
due to maturing reverse repos held for trading. New
reverse repo transactions are now classified as ‘non-
trading’ if they are mainly for funding purposes. This was
partially offset by an increased holding of equity
securities in the UK where there has been a rise in equity
positions in respect of forward trading, driven by
increased client activity, predominantly in the Equity
Finance business.

Financial assets designated at fair value decreased by 59
per cent, primarily reflecting the decision to sell the
pension insurance business in the UK as part of a
strategic decision to cease manufacturing pensions in the
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2014 2013
£m £m
797,289 811,695
42,853 67,584
130,127 134,097
6,899 16,661
187,736 137,239
25,262 23,013
257,252 273,722
41,945 61,525
76,194 75,030
29,021 22,824
760,591 778,776
27,590 28,769
346,507 346,358
23,353 65,573
82,600 91,842
22,552 34,036
188,278 137,352
27,921 32,895
17,522 19,228
24,268 22,723
36,698 32,919
36,078 32,370
620 549

UK insurance business. These assets have been classified
as ‘Held for sale’ and reported as part of ‘Other assets’.
In addition, the termination and derecognition of back-
to-back structured trades led to a decline in the amount
of financial assets designated at fair value. A
corresponding decline is reported in ‘financial liabilities
designated at fair value’.

Derivative assets increased by 37 per cent, principally as
a result of shifts in yield curves which led to an increase
in the fair value of interest rate contracts. In addition,
the fair value of foreign exchange contracts increased as
a result of favourable exchange rate movements in the
currency markets.

Loans and advances to banks increased by 10 per cent
principally driven by higher placements with financial
institutions.

Loans and advances to customers decreased by 6 per
cent, as we aligned our approach in our Payments and
Cash Management business to be more globally
consistent, resulting in a reduction in corporate
overdraft balances as clients reduced their overdraft and
deposit balances which were previously subject to net
interest arrangements. This was partially offset by an
increase in term lending to corporate and commercial
customers, notably in the second half of the year.

Reverse repurchase agreements — non trading decreased
by 32 per cent due to an underlying reduction in reverse
repo trades and an increased level of netting.

Financial investments were stable, with no major
movement period-on-period.
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Other assets increased by 27 per cent due to the
reclassification of the UK pension insurance business as
‘Held for sale’, the transfer of the precious metal
business to the bank and an increase in the surplus of
the defined benefit scheme.

Liabilities
Deposits by banks decreased by 4 per cent, reflecting a

decrease in money market balances across a number of
banks.

Customer accounts remained stable year-on-year.
Growth in the Payments and Cash Management business
and a rise in RBWM balances reflecting customers’
continued preference for holding balances in current and
savings accounts was offset by the reduction in deposit
balances which were previously subject to net interest
arrangements.

Repurchase agreements — non trading decreased by 64
per cent. This reflected maturing repo positions that
were not replaced due to lower funding requirements
and a higher number of repo trades eligible for netting.

Trading liabilities decreased by 10 per cent due to a
reduction in net short bond and stock lending positions
and maturing repo held for trading positions.

Financial liabilities designated at fair value decreased by
34 per cent predominately due to the reclassification of
the UK pension insurance business as ‘Held for sale’
reported as part of ‘Other liabilities’. In addition, as
aforementioned, the termination and derecognition of
back-to-back structured trades led to a decline in the
amount of financial liabilities designated at fair value.

The derivative businesses are managed within market
risk limits and the increase in the value of ‘Derivative
liabilities’ broadly matched that of ‘Derivative assets’.

Strategic Report: Business Review (continued)
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Debt securities in issue decreased by 15 per cent due to
net redemptions of debt securities in issue.

Liabilities under insurance contracts decreased by 9 per
cent as a result of the agreed sale of the UK pension
insurance business.

Other liabilities increased by 7 per cent predominantly
due to the reclassification of the UK pension insurance
business as ‘Held for sale’ partially offset by net
redemptions of subordinated liabilities.

Equity

Total shareholders’ equity increased by 11 per cent
principally due to the issuance of new tier 1 capital
instruments during the year, as well as increases in
retained earnings.
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Performance and Business Review

Profit on ordinary activities before tax

Retail Banking and Wealth Management
Commercial Banking

Global Banking and Markets

Global Private Banking
Other/Intersegment

HSBC Bank plc and its subsidiaries reported a profit
before tax of £1,953 million, £1,341 million or 41 per
cent lower than 2013.

CMB reported significantly higher profits in 2014 while
reported profits reduced across RBWM, GB&M and GPB.

Use of non-GAAP financial measures

Our reported results are prepared in accordance with
IFRSs as detailed in the Financial Statements on page
105. In measuring our business performance, the
primary financial measure that we use is ‘adjusted
performance’, which has been derived from our reported
results in order to eliminate factors which distort year-
on-year comparisons. This is considered to be a non-
GAAP financial measure.

Adjusted performance

Adjusted performance is computed by adjusting
reported results for the year-on-year effects of
significant items which distort year-on-year comparisons.

In 2014, we modified our business performance
reporting to better align it with the way we view our

Significant revenue items by business segment

2014 2013
£m £m
213 1,177

1,592 1,333
(19) 1,023
115 140

52 (379)

1,953 3,294

performance internally and with feedback received from
investors. We use the term ‘significant items’ to
collectively describe the group of individual adjustments
which are excluded from reported results when arriving
at adjusted performance. Significant items, which are
detailed below, are those items which management and
investors would ordinarily identify and consider
separately when assessing performance in order to
better understand the underlying trends in the business.

We believe adjusted performance provides useful
information for investors by aligning internal and
external reporting, identifying and quantifying items
management believe to be significant and providing
insight into how management assesses year-on-year
performance.

The following business commentary is on an adjusted
basis, all tables are on a reported basis and the graphs
provide a reconciliation between reported and adjusted
basis, unless stated otherwise.

RBWM C™MB GB&M GPB Other Total
£m £m £m £m £m £m
2014
Change in credit spread on long-term debt - - - - 17 17
Debit valuation adjustment on derivative contracts - - (143) - - (143)
Fair value movement on non-qualifying hedges (155) 1 3 - - (151)
Provisions arising from the on-going review of
compliance with the Consumer Credit Act in the UK (337) (16) - (26) - (379)
Year ended 31 December (492) (15) (140) (26) 17 (656)
2013
Change in credit spread on long-term debt - - - - (167) (167)
Debit valuation adjustment on derivative contracts - - 45 - - 45
Fair value movement on non-qualifying hedges 33 - (41) - - (8)
Year ended 31 December 33 — 4 — (167) (130)

18
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Significant cost items by business segment

RBWM CMB GB&M GPB Other Total
£m £m £m £m £m £m
2014
UK customer redress programmes 602 85 90 - - 777
Restructuring and other related costs 15 8 14 - 35 72
Madoff related litigation costs - - (172) - - (172)
Settlements and provisions in conncection with foreign
exchange investigations — — 746 — — 746
Year ended 31 December 617 93 678 - 35 1,423
2013
UK customer redress programmes 610 91 84 2 - 787
Restructuring and other related costs 41 18 6 1 30 96
Madoff related litigation costs - - 193 - - 193
Operational losses (dissolved company) - (10) - - - (10)
Gain on change in delivering ill-health benefits (123) (104) (53) — — (280)
Year ended 31 December 528 (5) 230 3 30 786
Net impact on profit before tax by business segment
RBWM CMB GB&M GPB Other Total
£m £m £m £m £m £m
2014
Reported profit before tax 213 1,592 (19) 115 52 1,953
Less significant revenue items (492) (15) (140) (26) 17 (656)
Add significant cost items 617 93 678 - 35 1,423
Adjusted profit before tax year ended 31 December 1,322 1,700 799 141 70 4,032
Net impact on reported profit and loss 1,109 108 818 26 18 2,079
2013
Reported profit before tax 1,177 1,333 1,023 140 (379) 3,294
Less significant revenue items 33 - 4 - (167) (130)
Add significant cost items 528 (5) 230 3 30 786
Adjusted profit before tax year ended 31 December 1,672 1,328 1,249 143 (182) 4,210
Net impact on reported profit and loss 495 (5) 226 3 197 916
Retail Banking and Wealth Management Review of performance
2014 2013 Profit before tax (Em)
£m £m
Net interest income 3,158 3,569
Net fee income 1,356 1,502 495 1672
Trading income (149) 147 1,109 1322
Other income (157) (147) L7
Net operating income before
impairments and provisions 4,208 5,071
Loan impairment charges
and other credit risk provisions (162) (223) 213
Net operating income 4,046 4,848 [ ]
Total operating expense (3,834) (3,673) 2014 2013
Operating profit 212 1,175
Share of profit in associates and joint . Reported Significant items Adjusted Profit
ventures L 2 RBWM reported a profit before tax of £213 million, £964
Profit before tax 213 1,177 L
million or 82 per cent lower than 2013.
Profit before tax — by country On an adjusted basis, RBWM profit before tax was
2014 2013 £1,322 million compared to £1,672 million in 2013,
£m £m primarily due to a reduction in UK revenues.
United Kingdom 381 995 . Lo
France (113) 182 Business highlights
Germany 17 19 In the UK RBWM approved £11.4 billion of new
Turkey (94) (47) mortgage lending to over 118,000 customers, including
Malta 16 22 £3.5 billion to over 27,500 first time buyers. Drawn down
Other 6 6 mortgage balances, however, remained broadly
Profit before tax 213 1177 unchanged. The loan-to-value (‘LTV’) ratio on new
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lending was 60 per cent compared with an average of
43.7 per cent for the total mortgage portfolio. In 2014,



HSBC BANK PLC

Strategic Report: Business Review (continued)

the business expanded its mortgage distribution
channels to include a specific intermediary, in order to
reach the growing percentage of the mortgage finance
market in the UK who wish to source their finance
through intermediaries

In France, RBWM continued to experience strong growth
in home loans. In Turkey, interest rate caps imposed on
credit cards and overdrafts by the regulator resulted in a
reduction in revenue.

Review of adjusted performance
Revenue (Em)
5,071 5,038
1208 g9y 470
(33)

2014 2013

Significant items Adjusted Revenue

. Reported

Revenue decreased by £338 million mainly in the UK and
to a lesser extent in France and Turkey.

UK revenue reduced marginally due to spread
compression, primarily on mortgages. In addition, fee
income fell as a result of higher fees payable under
partnership agreements and lower fee income from
investment products and overdrafts. These factors were
partly offset by improved spreads on savings products
and higher current account balances.

In France, revenues were lower primarily in the
insurance business due to adverse movements in the
Present Value of In-Force (‘PVIF’) business, reflecting a
fall in yields which increased the costs of guarantees on
the savings business, compared to favourable
movements in 2013. In addition, revenues in Turkey
were adversely affected by a reduction in net interest
income primarily due to interest rate caps on cards and
overdrafts imposed by the local regulator, partly offset
by an increase in card fees.

Loan impairment charges decreased in the UK due to
lower delinquency levels in the improved economic
environment and as customers continued to reduce
outstanding credit card and loan balances. This was
partly offset by an increase in Turkey due to regulatory
changes adversely impacting the card portfolio.

Operating expenses (Em)

3834 2917 3,673
’ 3,145

(617) (528)

2014 2013

. Reported

Operating expenses were £72 million or 2 per cent
higher than 2013. In the UK this reflected the timing of
the recognition of the Financial Services Compensation
Scheme (‘FSCS’) levy and an increase in compliance and
regulatory programme expenses in line with the
implementation of Global Standards. This was partly
offset by sustainable cost savings.

Significant items Adjusted Expenses

Commercial Banking

2014 2013
£m £m
Net interest income 2,195 2,144
Net fee income 1,153 1,143
Trading income 21 23
Other income 65 60
Net operating income before
impairments and provisions 3,434 3,370
Loan impairment charges and other
credit risk provisions (308) (601)
Net operating income 3,126 2,769
Total operating expenses (1,535) (1,437)
Operating profit 1,591 1,332
Share of profit in associates and joint
ventures 1 1
Profit before tax 1,592 1,333
Profit before tax — by country
2014 2013
£m £m
United Kingdom 1,377 1,075
France 146 163
Germany 43 45
Turkey 2 24
Malta 10 33
Other 14 (7)
Profit before tax 1,592 1,333
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Review of performance
Profit before tax (Em)

108 1,700

1,592

1,333 1,328

®)

2014

. Reported

CMB reported a profit before tax of £1,592 million, £259
million or 19 per cent higher than 2013.

On an adjusted basis, CMB profit before tax was £1,700
million compared to £1,328 million in 2013, an increase
of £372 million or 28 per cent. The increase in profit was
primarily due to a reduction in loan impairment charges
from lower levels of individually assessed provisions in
the UK and Spain.

Business highlights

2013

Significant items Adjusted Profit

In the UK overall CMB lending increased by 7 per cent
compared with 2013, with new lending and re-financing
before attrition and amortisation increasing by 38 per
cent and approvals of over 85 per cent for small business
loan applications. Business Banking launched a campaign
to offer support and lending to SME customers, making
£5.8 billion of future lending available to help finance
growth across the UK. Lending in Global Trade and
Receivables Finance grew by 3 per cent, building on our
position in Trade Finance and reducing attrition from our
existing clients in Receivables Finance.

In France, our Payments and Cash Management business
implemented the Single Euro Payments Area platform
(‘SEPA’) for euro-denominated credit transfer and direct
debit payments across European locations. This allows
clients to make and receive payments in euros from their
HSBC accounts in the 34 countries that have
implemented SEPA, under a consistent set of standards,
rules and conditions. In addition, CMB allocated a further
£1.2 hillion to the SME fund and approved over

£1.6 billion of lending in 2014.

In Germany, as part of our growth initiative, we opened
three branches in Dortmund, Cologne and Mannheim,
increased the number of relationship managers by 26
per cent and held a number of roadshows in countries
including France, mainland China and the UK to reinforce
Germany as a key international hub.

In Turkey we launched a £0.6 billion International Fund
in order to provide sustainable support and global
connectivity for international businesses, of which
£0.3 billion was drawn down.

Strategic Report: Business Review (continued)
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Review of adjusted performance
Revenue (£Em)

3434 15 3449 3370 3370

2014

. Reported

Revenue increased primarily in the UK and Germany
partially offset by lower revenues in Turkey.

2013

Significant items Adjusted Revenue

In the UK revenue increased from wider spreads in term
lending and growth in deposit volumes in Payments and
Cash Management. In addition, there was an increase in
net fee income, partly reflecting higher volumes of new
business in the Large Corporate and Mid-Market
segments.

In Germany revenue grew by 11 per cent from increased
volumes in Credit and Lending, reflecting the growth
initiatives implemented earlier in the year. In Turkey
revenues were lower due to the impact of the regulatory
interest rate cap on overdrafts.

Loan impairment charges decreased primarily in the UK
and to a lesser extent in Spain due to lower individually
assessed provisions, reflecting the enhanced quality of
the portfolio and improved economic conditions. This
was partially offset by higher individually assessed
provisions in France.

Operating expenses (Em)
1,535

1,442 5

1,437 1,442

(93)

2014

. Reported

Operating expenses of £1,442 million were in line with
2013. An increase in expenses was driven by the timing
of the recognition of the FSCS levy in the UK and
increased investment in front-line staff in Germany and
wage inflation. This was offset by the benefits delivered
through re-engineering of business processes.

2013

Significant items Adjusted Expenses
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Global Banking and Markets

2014 2013
£m £m
Net interest income! 1,180 1,101
Net fee income 643 588
Trading income! 1,637 2,192
Other income 219 400
Net operating income before
impairments and provisions 3,679 4,281
Loan impairment charges and other
credit risk provisions 16 (133)
Net operating income 3,695 4,148
Total operating expenses (3,715) (3,122)
Operating profit (20) 1,026
Share of profit in associates and joint
ventures 1 (3)
Profit before tax (19) 1,023

1 The bank’s Balance Sheet Management business, reported within
GB&M, provides funding to the trading businesses. To report
GB&M Trading income on a fully funded basis, Net interest
income and Trading income are grossed up to reflect internal
funding transactions prior to their elimination in the Inter
Segment column (refer to Note 10).

Profit before tax — by country

2014 2013

£m £m

United Kingdom (708) 667
France 212 227
Germany 99 115
Turkey 56 70
Malta 17 22
Other* 305 (78)
Profit before tax (19) 1,023

1 Refer to Madoff related litigation costs in the significant items
table on pages 18 and 19 for details of year-on-year movement.

Review of performance
Profit before tax (Em)
1023 226 1249
799
818
(19)
2014 2013

. Reported

GB&M reported a loss of £19 million, £1,042 million
lower than 2013.

On an adjusted basis, GB&M profit before tax was £799
million compared to £1,249 million in 2013, a decrease
of £450 million or 36 per cent primarily due to a
reduction in Markets revenues and higher operating
expenses.

Significant items Adjusted Profit

Business highlights

In the UK, as part of the re-shaping of the GB&M
business in 2013, we brought together all of the
financing businesses in Capital Financing, including
lending, debt capital markets and equity capital markets.
We increased our sector expertise and enhanced our
geographical spread by appointing two new co-heads of
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UK Banking. In 2014, the advisory and equity capital
markets businesses within Capital Financing experienced
volume growth that outstripped the market.

In France, we acted as sole advisor on one of the largest
M&A transactions in Europe.

Review of adjusted performance

Revenue (Em)
4,281 4,277
3,679 140 3,819
O
2014 2013

. Reported

Revenue decreased compared with 2013 primarily driven
by Markets. In the UK, this reduction included the
introduction of the funding fair value adjustment (‘FFVA’)
on certain derivative contracts which resulted in a charge
of £152 million, affecting Rates and Credit. Revenue also
fell in Foreign Exchange reflecting lower volatility and
reduced client flows. In addition, revenue decreased in
Equities as 2013 benefited from higher revaluation gains,
which more than offset the increase in revenue from
increased client flows and higher derivatives income.

Significant items Adjusted Revenue

In France, revenue decreased in Rates due to lower
volatility and levels of market activity.

Loan impairment charges decreased primarily in the UK
due to lower individually assessed provisions and higher
net releases of credit risk provisions on available-for-sale
Asset-Backed Securities. This was partly offset by an
increase in collective impairment charges and higher
individually assessed provisions in France.

Operating expenses (Em)

3,715

3,122
8,037 2,892

678

(678) (230)

2014 2013

. Reported

Operating expenses were £145 million or 5 per cent
higher than 2013 primarily in the UK reflecting growth in
regulatory programmes and compliance related costs
along with increased staff costs. This was partly offset by
lower litigation costs in France.

Significant items Adjusted Expenses
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Global Private Banking

2014 2013
£m £m
Net interest income 203 224
Net fee income 112 100
Trading income 11 10
Other income (2 (4)
Net operating income be-fore 324 330
impairments and provisions
Loan impairment charges and other 4 (14)
credit risk provisions
Net operating income 328 316
Total operating expenses (213) (176)
Operating profit 115 140
Share of profit in associates and joint - -
ventures
Profit before tax 115 140
Profit before tax — by country
2014 2013
£m £m
United Kingdom 100 99
France - 13
Germany 16 28
Turkey - -
Malta - -
Other (1) -
Profit before tax 115 140
Review of performance
Profit before tax (Em)
26 141 140 3 143
115
2014 2013

. Reported

GPB reported a profit before tax of £115 million,
£25 million or 18 per cent lower than 2013.

Significant items Adjusted Profit

GPB adjusted profit before tax was £141 million
compared to £143 million in 2013, a decrease of £2
million.

Business highlights

GPB continued to reposition its business model and
target its client base by reviewing portfolios and ensuring
that all clients comply with Global Standards including
financial crime compliance and tax transparency
standards.

The business continued to focus on clients with wider
Group connectivity within the home and priority
markets, as well as reduce the number of clients in non-
priority markets.

Strategic Report: Business Review (continued)
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Review of adjusted performance

Revenue (Em)

324 26 350 330 330

2014

. Reported

Revenue in the UK increased primarily due to the
acquisition of Channel Islands entities from HSBC Private
Banking Holdings (Suisse) SA in December 2013.

In Germany, revenues declined reflecting the disposal of
an off-shore portfolio by HSBC Trinkaus & Burkhardt AG
in 2014.

Loan impairment charges decreased due to collective
impairment provision releases and lower individually

assessed provisions compared to charges in the UK in
2013.

2013

Significant items Adjusted Revenue

Operating expenses (Em)

213 213
176 173

®)

2014

. Reported

Operating expenses increased by £40 million or 23 per
cent compared to 2013. The increase in the UK was
principally due to the acquisition of Channel Islands
entities from HSBC Private Banking Holdings (Suisse) SA
in December 2013. In addition, operating expenses
increased in France due to the non-recurrence of a
recovery of a litigation provision in 2013. This was partly
offset by lower expenses resulting from the disposal of
an off-shore portfolio by HSBC Trinkaus & Burkhardt AG,
Germany in 2014.

2013

Significant items Adjusted Expenses
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Other
2014 2013
£m £m

Net interest income (42) (73)
Net fee income 2 3
Trading income 24 (22)
Change in credit spread on long-

term debt 17 (167)
Other income 323 102
Net operating income before

impairments and provisions 324 (157)
Loan impairment charges and other

credit risk provisions 1 -
Net operating income/(expense) 325 (157)
Total operating expenses (273) (222)
Operating (loss)/profit 52 (379)
Share of profit in associates and joint

ventures - -
Profit/(loss) before tax 52 (379)
Profit before tax (Em)

2 18 10
|
(182)
(379) 197
2014 2013

Significant items Adjusted Profit

. Reported

Other profit before tax was £52 million compared to a
loss of £379 million in 2013, an increase of £431 million.

Other adjusted profit before tax was £70 million
compared to a loss of £182 million in 2013, an increase
of £252 million.

Review of adjusted performance

Revenue (Em)

324 307
17

10

(s7) 167

2014 2013

. Reported

Revenue increased primarily due to gain arising from
external hedging of an intra-group financing transaction
of £114 million and favourable fair value movements of
£25 million from interest and exchange rate
ineffectiveness in the hedging of long-term debt issued
principally by the group in 2014 compared to adverse
movements of £46 million in 2013.

Significant items Adjusted Revenue

Business Review (continued)

24

In addition, other operating income and other operating
expenses increased as a result of higher intra-group
recharges in line with the increase in costs from
centralised activities.

Operating expenses (Em)

273
238

222 192

(35

2014

. Reported

Operating expenses increased by £46 million compared
to 2013 which was mainly due to intra-group recharges.

2013

Significant items Adjusted Expenses
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Principal Risks and Uncertainties

The group continuously monitors and identifies risks.
This process, which is informed by its risk factors and the
results of its stress testing programme, gives rise to the
classification of certain principal risks. Changes in the
assessment of principal risks may result in adjustments
to the group’s business strategy and, potentially, its risk
appetite.

Our principal banking risks are credit risk, operational
risk, market risk, liquidity and funding risk, compliance
risk and reputational risk. We also incur insurance risk.
The exposure to these risks and our risk management are
explained in more detail in the Risk section of the Report
of the Directors on pages 31 to 83.

Next to these principal banking risks we have identified
further principal risks which have the potential to have a
material impact on our financial results or reputation
and the sustainability of our long-term business model.

During 2014 a number of changes to those risks have
been made to reflect its revised assessment of their
effect on the group.

Macro-economic and geopolitical risks

Economic outlook and government intervention
Global economic growth remained weak in 2014.

Oil and commodity prices have declined significantly
since the middle of 2014 as a result of increasing global
demand-supply imbalances. The precipitous fall in
energy prices over such a short span of time changes
both the nature and the distribution of risks. It sharpens
fiscal and financing challenges for energy exporters, and
although it brings benefits for oil importers, it also
accentuates deflationary risks among some of these
(particularly in the eurozone). The prospect of low oil
prices for a prolonged period also may reduce
investment in exploration and thus poses the danger of
significantly reducing future supply.

The economic recovery in the eurozone is still at risk.
Deflationary pressures persist as a result of low oil prices
and despite much looser monetary policy. Acceleration
in the structural reform agenda could also accentuate
deflationary pressures in the short term.

Potential impact on the group

< Our results could be adversely affected by a
prolonged period of low or negative interest rates,
low inflation levels or deflation and/or low oil prices.

Mitigating actions

« We closely monitor economic developments in key
markets to ensure trends are identified, the
implications for specific customers, customer
segments or portfolios are assessed and appropriate
mitigating action is taken as circumstances evolve.

Increased geopolitical risk in certain regions

Our operations are exposed to risks arising from political
instability and civil unrest in many parts of the world,
which may have a wider effect on regional stability, the
stability of the European Union (‘EU’) membership and
regional and global economies.
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Geopolitical risk increased during 2014. Military escalation
and/or civil war remain a possibility in Ukraine, while
sanctions targeting the Russian government, institutions
and individuals, together with falling oil prices, have had
an adverse effect on the Russian economy.

In the Middle East, the civil war in Syria has been
complicated by the seizure of parts of Irag and Syria by
Islamic State, a terrorist group. Elsewhere in the region,
chaos in Libya, ongoing tensions between Israel and
Palestine and fraught negotiations over Iran’s nuclear
programme are combining to increase risks to stability.

Civil unrest and demonstrations in a number of countries
during 2014, including Turkey, have also contributed to
geopolitical risk as governments took measures to
contain them.

A number of emerging and developed markets will hold
elections in 2015, which could lead to further market
volatility. In addition, a sustained period of low oil prices
may affect stability in countries that rely heavily on oil
production as a significant source of revenue.

Potential impact on the group

« QOur results are subject to the risk of loss from
unfavourable political developments, currency
fluctuations, social instability and changes in
government policies on matters such as
expropriation, authorisations, international
ownership, interest-rate caps, foreign exchange
transferability and tax in the jurisdictions in which
we operate.

= Actual conflict could put our staff in harm’s way
and bring physical damage to our assets.

Mitigating actions

= We continuously monitor the geopolitical outlook,
in particular in countries where we have material
exposures and/or a physical presence.

« Our internal credit risk rating of sovereign
counterparties takes these factors into account and
drives our appetite for conducting business in those
countries. Where necessary, we adjust our country
limits and exposures to reflect our risk appetite and
mitigate risks as appropriate.

Macro-prudential, regulatory and legal risks
to our business model

Financial service providers face increasingly stringent
and costly regulatory and supervisory requirements,
particularly in the areas of capital and liquidity
management, conduct of business, operational
structures and the integrity of financial services delivery.
Increased government intervention and control over
financial institutions, both on a sector-wide basis and
individually, together with measures to reduce systemic
risk, may significantly alter the competitive landscape
locally, regionally and/or globally for some or all of the
group’s businesses. These measures may be introduced
as formal requirements in a supra-equivalent manner
and to differing timetables by different regulatory
regimes.
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Regulatory developments affecting our business model
and the group profitability

Regulatory changes are likely to affect our activities.
These changes include:

e The UK’s Financial Services (Banking Reform) Act 2013
which requires the ring-fencing of our UK retail
banking activities from wholesale banking, together
with the structural separation of other activities as
envisaged in the legislation and rules adopted in the
US (including the Volcker Rule adopted in December
2013 under the Dodd-Frank Act), measures adopted
in France restricting certain trading activities and
potential further changes under European
Commission proposals for structural measures for
larger EU banks.

< The implementation of extra-territorial laws,
including the Foreign Account Tax Compliance Act
(‘FATCA") and other related initiatives to share tax
information such as those being pursued by the
Organisation for Economic Co-operation and
Development (‘OECD’) more generally.

< Changes in the regime for the operation of capital
markets, notably mandatory central clearing of over
the counter (‘OTC’) derivatives, including under the
Dodd-Frank Act and the EU’s European Market
Infrastructure Regulation (‘EMIR’).

« Changes arising from the increasing focus by
regulators on how institutions conduct business,
particularly with regard to the delivery of fair
outcomes for customers, promoting effective
competition in the interests of consumers (including
the on-going investigation by the UK Competition and
Markets Authority (‘CMA’) into competition in the
personal current account and SME banking markets in
the UK).

< The outcome of the Fair and Effective Financial
Markets Review being undertaken by the Bank of
England which will consider changes in the operation
of wholesale financial markets in the UK.

< Restrictions on the structure of remuneration
imposed under CRD IV and UK regulations and
increasing requirements to detail management
accountability within the Group to meet the
requirements of the Senior Managers’ Regime in the
UK (including the continued focus in the UK on the
progress being made in implementing wider
recommendations made by the Parliamentary
Commission on Banking Standards on matters relating
to institutional ‘culture’, employee conduct and
obligations more generally such as whistleblowing
etc.).

e The implementation of CRD IV, notably the UK
application of the capital buffer framework and its
interaction with Pillar 2.

< The effect of proposals for the UK Financial Policy
Committee (‘FPC’) to be given more powers to
impose leverage constraints on UK banks.

= The proposals from the Financial Stability Board
(‘FSB’) which are subject to consultation and
translation into national regulations but which would
require global systemically important banks (‘G-SIB’)
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to hold minimum levels of capital and subordinated
debt as Total Loss Absorbing Capacity (‘TLAC).

Requirements flowing from arrangements for the
resolution strategy of the Group and its individual
operating entities, which may have different effects in
different countries.

The continuing stress-tests by supervisory authorities
and the implication for capital requirements and
capital transfers within the Group.

The tightening by regulators in a number of countries
of credit controls on mortgage lending and unsecured
portfolios.

The continued risk of further changes to regulation
relating to taxes affecting financial service providers,
including financial transaction taxes.

The continued focus of competition law enforcement
agencies at national and European level on the
financial sector when enforcing laws against
anticompetitive practices (including in the UK the
Financial Conduct Authority and the Payment Systems
Regulator becoming competition law enforcers for
the first time as of 1 April 2015).

Potential impact on the group

Proposed changes in and/or the implementation of
regulations including mandatory central clearing of
OTC derivatives, EMIR, ring-fencing and similar
requirements, the Volcker Rule, recovery

and resolution plans, FATCA and findings from
competition orientated enquiries and investigations
may affect the manner in which we conduct our
activities and how the Group is structured.

Requirements for higher levels of capital or TLAC may
increase the funding costs for the group and reduce
our return on equity.

Mandatory central clearing of OTC derivatives also
brings new risks to the group in our role as a clearing
member, as we will be required to underwrite losses
incurred by central clearing counterparties from the
default of other clearing members and their clients.
Hence central clearing brings with it a new element of
interconnectedness between clearing members and
clients which we believe may increase rather than
reduce our exposure to systemic risk.

Increased regulatory scrutiny of conduct of business
(including incentive structures, remuneration and
product governance and sales processes) and
management accountability may affect the industry in
areas such as employee recruitment and retention,
product pricing and profitability in both retail and
wholesale markets. The group’s businesses may be
affected by these developments.

Requirements flowing from arrangements for the
recovery and resolution strategy of the Group and its
individual operating entities, which may have
different effects in different countries.

Mitigating actions

We are engaged closely with governments and
regulators in the countries in which we operate
to help ensure that the new requirements are
considered properly and can be implemented in
an effective manner.
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The Group has developed and is implementing a
global approach to the management of conduct and
have established a Conduct & Values Committee as a
sub-committee of the Board to oversee the
management of conduct across the Group.

< We have enhanced our governance around central
clearing counterparties and appointed specialists to
manage the associated liquidity and collateral risks.

< We continue to enhance and strengthen governance
and resourcing more generally around regulatory
change management and the implementation of
required measures, actively to address this ongoing
and significant agenda of regulatory change.

« We are implementing a comprehensive programme
of risk mitigation measures to raise awareness of —
and promote compliance with — competition laws.

Regulatory commitments and consent orders

Financial service providers are at risk of regulatory
sanctions or fines related to conduct of business and
financial crime. The incidence of regulatory proceedings
against financial service firms is increasing with a
consequent increase also in civil litigation arising from or
relating to issues which are subject to regulatory
investigation, sanction or fine.

In addition, criminal prosecutions of financial institutions
for, among other alleged conduct, breaches of anti-
money laundering (‘AML’) and sanctions regulations,
antitrust violations, market manipulation, aiding and
abetting tax evasion, and providing unlicensed cross-
border banking services, have become more
commonplace and may increase in frequency due to
increased media attention and higher expectations from
prosecutors and the public. Moreover, financial service
providers may face similar or broader legal proceedings,
investigations or regulatory actions across many
jurisdictions as a result of, among other things, increased
media attention and higher expectations from regulators
and the public. Any such prosecution or investigation of,
or legal proceeding or regulatory action brought against,
HSBC or one or more of its subsidiaries could result in
substantial fines, penalties and/or forfeitures and could
have a material adverse effect on our results, business,
financial condition, prospects and reputation, including
the potential loss of key licences, requirement to exit
certain businesses and withdrawal of funding from
depositors and other stakeholders.

In December 2012, HSBC Holdings plc (‘HSBC Holdings’),
HSBC North America Holdings Inc. (‘HNAH’) and HSBC
Bank USA, N.A. (‘HSBC Bank USA’) entered into
agreements with US and UK authorities regarding past
inadequate compliance with the US Bank Secrecy Act
(the ‘BSA’), AML and sanctions laws. Among those
agreements, HSBC Holdings and HSBC Bank USA entered
into a five-year deferred prosecution agreement with the
US Department of Justice (‘DoJ’) the US Attorney’s Office
for the Eastern District of New York, and the US
Attorney’s Office for the Northern District of West
Virginia (the ‘US DPA’); HSBC Holdings entered into a
two-year deferred prosecution agreement with the New
York County District Attorney (the ‘DANY DPA’); and
HSBC Holdings consented to a cease-and-desist order
and HSBC Holdings and HNAH consented to a civil money
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penalty order with the FRB. HSBC Holdings also entered
into an agreement with the Office of Foreign Assets
Control (‘OFAC’) regarding historical transactions
involving parties subject to OFAC sanctions and an
undertaking with the FSA (the ‘FCA Direction’) to comply
with certain forward-looking obligations with respect to
AML and sanctions requirements. HSBC Bank USA is also
subject to an agreement entered into with the Office of
the Comptroller of the Currency (‘OCC’), the Gramm-
Leach-Bliley Act (‘GLBA’) Agreement and other consent
orders.

Under the agreements with the DoJ, FCA, and FRB, an
independent monitor (who is, for FCA purposes, a ‘skilled
person’ under Section 166 of the Financial Services and
Markets Act) is evaluating and regularly assessing the
effectiveness of HSBC's AML and sanctions compliance
function and HSBC’s progress in implementing its
remedial obligations under the agreements. The Monitor
is discussed on page 9.

HSBC has fulfilled all of the requirements imposed by the
DANY DPA, which expired by its terms at the end of the
two-year period of that agreement in December 2014. If
HSBC Holdings and HSBC Bank USA fulfil all of the
requirements imposed by the US DPA, the DoJ charges
against those entities will be dismissed at the end of the
five-year period of that agreement. The DoJ may
prosecute HSBC Holdings or HSBC Bank USA in relation to
any matters that are the subject of the US DPA if HSBC
Holdings or HSBC Bank USA breaches the terms of the US
DPA.

While we still have significant work to do to build and
improve our AML and sanctions compliance programme,
and the US DPA and other settlement agreements
remain in place, the expiration of the DANY DPA is an
important milestone for the Group.

Potential impact on the group

= Itis difficult to predict the outcome of the regulatory
proceedings involving our businesses. Unfavourable
outcomes may have a material adverse effect on our
reputation, brand and results, including loss of
business and withdrawal of funding.

= Our significant involvement in facilitating
international capital flows and trade exposes the
group to the risk of financial crime or inadvertently
breaching restrictions and sanctions imposed by the
US Office of Foreign assets Control and other
regulators.

= Breach of the US DPA at any time during its term may
allow the DoJ to prosecute HSBC Holdings or HSBC
Bank USA in relation to the matters which are the
subject of the US DPA.

* The design and execution of AML and sanctions
remediation plans is complex and requires major
investments in people, systems and other
infrastructure. This complexity creates significant
execution risk, which could impact our ability to
effectively manage financial crime risk and remedy
AML and sanctions compliance deficiencies in a timely
manner. This could, in turn, impact HSBC’s ability to
satisfy the Monitor or comply with the terms of the
US DPA, the FCA Direction, or the FRB Cease and
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Desist Order and may require HSBC to take additional
remedial measures in the future.

e Failure to comply with the requirements of consent
orders or the GLBA Agreement within the time
periods specified in them, or otherwise as may be
extended, could result in supervisory action. Any such
action could have a material adverse effect on the
consolidated results and operations of HSBC.

Mitigating actions

« Steps to address many of the requirements of the US
DPA, the FCA Direction and the GLBA Agreement have
either already been taken or are under way in
consultation with the relevant regulatory agencies.
These include simplifying the Group’s control
structure, strengthening the governance structure
with new leadership appointments, revising key
policies and implementing Global Standards to detect,
deter and protect against financial crime. In addition,
HSBC has substantially increased spending and
staffing in the Financial Crime Compliance and
Regulatory Compliance functions in the past few
years.

« During 2014, the Group approved a new global
strategy for transaction monitoring. Globally
standardised AML investigations processes have been
developed and are being implemented, starting in
priority countries.

Conduct of business

Regulators in the UK and other countries have continued
to increase their focus on ‘conduct’ matters relating to
fair outcomes for customers and orderly/transparent
markets, including, for example, attention to sales
processes and incentives, product and investment
suitability, product governance, employee activities and
accountabilities as well as the risks of market abuse in
relation to benchmark, index, other rate setting
processes, wider trading activities and more general
conduct of business concerns. In the UK, this includes
increasing focus on whether competition is working
effectively in financial markets or whether firm conduct
is contributing to poor market outcomes.

In the UK, the FCA is making increasing use of existing
and new powers of intervention and enforcement,
including powers to consider past business undertaken
and implement customer compensation and redress
schemes or other, potentially significant, remedial work.
The FCA is also regulating areas of activity not previously
regulated by them, such as consumer credit, and
considering competition issues in the markets they
regulate. Additionally, the FCA and other regulators
increasingly take actions in response to customer
complaints or where they see poor customer outcomes
and / or market abuses, either specific to an institution
or more generally in relation to a particular

product. There have been examples of this approach by
regulators in the context of the possible mis-selling

of payment protection insurance (‘PPI’), of interest rate
hedging products for SMEs and of wealth management
products.

The group also remains subject to a number of other
regulatory proceedings including investigations and
reviews by various national and European regulatory,
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competition and enforcement authorities relating to
certain past submissions made by panel banks and the
process for making submissions in connection with the
setting of Libor and Euribor. There are also investigations
into currency benchmarks and credit default swaps.

Potential impact on the group

« HSBC may face regulatory censure or sanctions
including fines and/or be exposed to legal
proceedings and litigation.

« Regulators in the UK and other countries may identify
future industry-wide mis-selling, market conduct or
other issues that could affect the group. This may
lead from time to time to significant direct costs or
liabilities and/or changes in the practices of such
businesses. Also, decisions taken by the Financial
Ombudsman Service in the UK (or similar overseas
bodies) could, if applied to a wider class or grouping
of customers, have a material adverse effect on the
operating results, financial condition and prospects of
the group.

Mitigating actions

Programmes to enhance the management of conduct
of business are progressing in all global businesses
and functions.

Performance management arrangements for
managers and staff are being reviewed, focusing on
reward linked to values-based behaviour and good
conduct.

Enhancements to surveillance capabilities and
benchmark rate setting processes are ongoing and
HSBC and its subsidiaries are cooperating fully with
all regulatory investigations and reviews.

Competition Risk

The European Commission and other national level
competition authorities in Europe are continuing to focus
on the financial sector when enforcing laws against
anticompetitive practices. In the UK, the level of scrutiny
is likely to rise further when the FCA and the Payment
Systems Regulator become enforcers of these laws for
the first time as of 1 April 2015. In the UK this is also
being accompanied by a rise in private damages litigation
relating to alleged competition law infringements,
including ongoing litigation by UK retailers regarding
consumer credit and debit card interchange fee levels
under the Visa and MasterCard schemes.

In the UK, there is also continued intensification of
regulatory focus on proactive investigation of concerns
that competition may not be functioning effectively in
the interests of consumers in financial services markets
in the UK. To date their main focus has been on retail
banking markets but this is expected to widen to
wholesale markets in 2015. The markets subjected to
extensive review so far include: personal current
accounts and SME banking services; consumer cash
savings; and consumer credit cards. Details of these
investigations can be found at Note 37 on the Financial
Statements.
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Potential impact on the group

< The risk of any infringements of competition laws
against anticompetitive agreements being detected
and sanctioned will continue to rise.

< Dealing with regulatory investigations into effective
functioning of competition will continue to place very
significant burdens on resource. Regulators have
extensive powers to intervene to force change
following such investigations, which in principle could
extend to forcing structural change on the industry
(e.g. mandating divestments of all or parts of a
business), introducing price or tariff regulation, or
forcing other changes to business models or business
conduct.

Mitigating actions

< We are implementing a comprehensive programme
of risk mitigation measures to raise awareness of —
and promote compliance with — competition laws.
< HSBC and its subsidiaries are cooperating with
all regulatory investigations and reviews.

Dispute Risk

HSBC is party to legal proceedings and regulatory
matters in a number of jurisdictions arising out of its
normal business operations. Further details are provided
in Note 37 on the Financial Statements.

Potential impact on the group

< Dispute risk gives rise to potential financial loss
and significant reputational damage which could
adversely affect customer and investor confidence.

Mitigating actions

< We continue to focus on identifying emerging
regulatory and judicial trends in order to limit
exposure to litigation or regulatory enforcement
action in the future.

< We are enhancing our financial crime and regulatory
compliance controls and resources.

Risks relating to our business operations,
governance and internal control systems

Heightened execution risk

The financial services industry is currently facing an
unprecedented period of scrutiny. Regulatory requests,
legal matters and business initiatives all require a
significant amount of time and resources to implement.
The magnitude and complexity of projects within

HSBC required to meet these demands has resulted

in heightened execution risk. There also remains
heightened risk around the execution of a number

of disposals across the Group in line with our strategy.

Potential impact on the group

< These factors may affect the successful delivery of our
strategic priorities.

< The potential risks of disposals include regulatory
breaches, industrial action, loss of key personnel
and interruption to systems and processes during
business transformation. They can have both financial
and reputational implications.
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Mitigating actions

* We have strengthened our prioritisation and
governance processes for significant projects and
have invested in our project implementation and IT
capabilities.

= Risks related to organisational change and disposals
are subject to close management oversight.

People Risk

The demands being placed on the human capital of the
Group are unprecedented. The cumulative workload
arising from a regulatory reform programme that is often
extra-territorial and still evolving is hugely consumptive
of human resources, placing increasingly complex and
conflicting demands on a workforce where the expertise
is in short supply and globally mobile.

Potential impact on the group

< Changes in remuneration policy and practice resulting
from the new regulations under CRD IV apply globally
to all employees of EU headquartered banks. The key
change is the application of a cap on variable pay that
can be paid to any ‘material risk-taker’ (being
employees who have been identified as having a
material impact on the institution’s risk profile). This
presents significant challenges for HSBC given the fact
that as a worldwide business, a significant number of
our material risk takers are based outside the EU.

< The policy statement issued by the PRA extends the
Remuneration Code to require all PRA-authorised
firms to apply clawback to vested/paid variable
remuneration on a Group-wide basis for any material
risk takers receiving variable pay from 1 January 2015.

« The introduction by the PRA and FCA in the UK of the
Senior Managers and Certification regimes and of
the related Rules of Conduct (the detail of which is
currently subject to consultation) should set clearer
expectations of the accountabilities and behaviour
of both senior and more junior employees. However,
there are a number of uncertainties around the
precise impact of these regimes at present (including
on more senior employees, on non-UK based
employees and on non-Executive directors).

< Implementing organisational changes to support the
Group’s strategy has the potential to lead to
increased staff turnover.

Mitigating actions

« The changes in remuneration under the new CRD IV
regulations has necessitated a review of our
remuneration policy, especially the balance between
fixed and variable pay, to ensure we can remain
competitive on a total compensation basis and retain
our key talent.

« Risks related to organisational change and disposals
are subject to close management oversight.

HSBC continues to increase the level of specialist
resources within Financial Crime Compliance,
Regulatory Compliance and stress testing and to
engage with our regulators as they finalise new
regulations.
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Internet crime and fraud

HSBC is increasingly exposed to fraudulent and criminal
activities as a result of increased usage of internet and
mobile services by customers. We also face the risk of
breakdowns in processes or procedures and systems
failure or unavailability, and our business is subject to
disruption from events that are wholly or partially
beyond our control, such as internet crime and acts

of terrorism.

Potential impact on the group

< Internet crime could result in financial loss and/or
customer data and sensitive information being
compromised. They may also give rise to losses in
service to customers. The same threats apply equally
when the group relies on external suppliers or
vendors for services provided to us and our
customers.

Mitigating actions

< We continually assess these threats as they evolve
and adapt controls to mitigate them.

< We have increased its defences through enhanced
monitoring and have implemented additional
controls, such as two-factor authentication, to reduce
the possibility of losses from fraud.

Information security risk

The security of our information and technology
infrastructure is crucial for maintaining our banking
applications and processes while protecting our
customers and the HSBC brand. HSBC and other
multinational organisations continue to be the targets of
cyber-attacks, which may disrupt services including the
availability of our external facing websites, compromise
organisational and customer information or expose
security weaknesses.

Potential impact on the group

< Information security risk gives rise to potential
financial loss and reputational damage which could
adversely affect customer and investor confidence.
Loss of customer data would also trigger regulatory
breaches which could result in fines and penalties
being incurred.

Mitigating actions

* We have invested significantly in addressing this risk
through increased training to raise staff awareness of
the requirements, enhanced multi-layered controls
protecting our information and technical
infrastructure, and heightened monitoring and
management of potential cyber-attacks and
continued vulnerability assessment.

Data management

HSBC must have a clear data strategy to meet the
volume, granularity, frequency and scale of regulatory

On behalf of the Board
AP S Simoes, Director
Registered number 14259
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and other reporting requirements. As a G-SIB, HSBC is
also required to comply with the principles for effective
risk data aggregation and risk reporting as set out by the
Basel Committee on Banking Supervision (‘the Basel
Committee’) in its paper.

Potential impact on the group

« Ineffective data management could adversely
affect our ability to aggregate and report complete,
accurate and consistent data to regulators, investors
and senior management on a timely basis; and

« Financial institutions that fail to meet their Basel
Committee data obligations by the required deadline
may face supervisory measures.

Mitigating actions

< Since the Data Strategy Board was established in
2012, HSBC has set a data strategy for the Group and
defined Group-level principles, standards and policies
to enable consistent data aggregation, reporting and
management; and

= Key initiatives and projects to deliver our data
strategy and work towards meeting our Basel
Committee data obligations are in progress.

Model risk

HSBC uses models for a range of purposes in managing
its business, including regulatory and economic capital
calculations, stress testing, granting credit, pricing

and financial reporting. Model risk is the potential for
adverse consequences as a result of decisions based on
incorrect model outputs and reports or the use of such
information for purposes for which it was not designed.
Model risk could arise from models that are poorly
developed, implemented or used, or from the modelled
outcome being misunderstood and acted upon
inappropriately by management. The regulatory
environment and supervisory concerns over banks’ use
of internal models to determine regulatory capital
further contribute to model risk.

Potential impact on the group

* The group may be required to hold additional capital
as a result of model limitations or failure; and

= Supervisory concerns over the internal models and
assumptions used by banks in the calculation of
regulatory capital have led to the imposition of risk
weight and loss given default floors. Such changes
have the potential to increase our capital
requirement and/or make it more volatile.

Mitigating actions

« We mitigate model risk through appropriate
governance over model development, usage and
validation, together with independent review,
monitoring and feedback.

23 February 2015
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Report of the Directors

Results for 2014

The consolidated profit for the year attributable to the
shareholders of the bank was £1,354 million.

Interim dividends of £630 million, in lieu of a final
dividend in respect of the previous financial year, and
£600 million were paid on the ordinary share capital
during the year.

A second interim dividend, in lieu of a final dividend, of
£315 million was declared after 31 December 2014,
payable on 25 February 2015.

Further information about the results is given in the
consolidated income statement on page 105.
Information about future developments likely to affect
the group is given in the Strategic Report.

Risk Management

As a provider of banking and financial services, the group
actively manages risk as a core part of its day-to-day
activities. The growth in the group’s business during
2014 was achieved while risks were assumed in a
measured manner in line with the risk appetite and risks,
particularly reputational and operational, were mitigated
when they exceeded the group’s risk appetite.

The group continues to maintain a very strong liquidity
position and is well positioned for the changing
regulatory landscape.

The group maintained its conservative risk profile by
reducing exposure to the most likely areas of stress:

the group selectively managed its exposure to
sovereign debt and bank counterparties to ensure
that the overall quality of the portfolio remained
strong;

the group regularly assessed higher risk countries
and adjusted its risk appetite and exposures
accordingly;

the group repositioned certain portfolios and, in
addition, made its client selection filters more
robust in managing the risk of financial crime; and
the group mitigated risks, for example reputational
and operational, when they were forecast to exceed
its risk appetite.

Managing Risk

(Unaudited)

All the group’s activities involve, to varying degrees, the
analysis, evaluation, acceptance and management of
risks or combinations of risks.

An established risk governance framework and
ownership structure ensures oversight of and
accountability for the effective management of risk. The
group’s risk management framework fosters the
continuous monitoring of the risk environment and an
integrated evaluation of risks and their interactions.
Integral to the group’s risk management framework are
risk appetite, stress testing and the identification of
emerging risks.
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The group’s risk management framework is designed to
provide appropriate risk monitoring and assessment. The
bank's Risk Committee focuses on risk governance and
provides a forward-looking view of risks and their
mitigation.

The Risk Committee is a committee of the Board and has
responsibility for oversight and advice to the Board on,
inter alia, the bank’s risk appetite, tolerance and
strategy, systems of risk management, internal control
and compliance. Additionally, members of the Risk
Committee attend meetings of the Chairman’s
Nominations and Remuneration Committee at which the
alignment of the reward structures to risk appetite is
considered. The Risk Committee maintains and develops
a supportive culture in relation to the management of
risk, appropriately embedded by executive management
through procedures, training and leadership actions.

In carrying out its responsibilities, the Risk Committee is
closely supported by the Chief Risk Officer, the Chief
Financial Officer, the Head of Internal Audit and the
Head of Compliance, together with other business
functions on risks within their respective areas of
responsibility.

Risk culture

All employees are required to identify, assess and
manage risk within the scope of their assigned
responsibilities. Global Standards set the tone from the
top and are central to the group’s approach to balancing
risk and reward. Personal accountability is reinforced by
the HSBC Values, with employees expected to act with
courageous integrity in conducting their duties.

Employees are supported by a disclosure line which
enables them to raise concerns in a confidential manner.
The group also has in place a suite of mandatory training
to ensure a clear and consistent attitude is
communicated to staff; mandatory training not only
focuses on the technical aspects of risk but also on the
group’s attitude towards risk and the behaviours
expected by its policies.

The risk culture is reinforced by the Group’s approach to
remuneration; individual awards are based on the
achievement of both financial and non-financial (relating
to the HSBC Values) objectives which are aligned to the
global strategy.

Risk profile

Risks are assumed by the Global Businesses in
accordance with their risk appetite and managed at
global business and regional levels. Risks are identified
through the group’s risk map process which sets out the
group’s risk profile in relation to key risk categories in
the regional and global businesses. Risks are regularly
assessed through the group’s risk appetite framework,
stress testing process and in terms of emerging risks.
Credit, market and operational risk are measured using
the Basel 2 Pillar 1 framework for regulatory capital
through the allocation of risk-weighted assets

Other risks are also measured through the group’s
economic capital model under Pillar 2.



HSBC BANK PLC

Report of the Directors: Risk

Risk appetite

The Group’s risk appetite is set out in the Group’s Risk
Appetite Statement, which describes the types and levels
of risk that the group is prepared to accept in executing
its strategy. Quantitative and qualitative metrics are
assigned to nine key categories: earnings, capital,
liquidity and funding, securitisations, cost of risk, intra-
group lending, strategic investments, risk categories and
risk diversification and concentration. Measurement
against the metrics:

guides underlying business activity, ensuring it is
aligned to risk appetite statements;

informs risk-adjusted remuneration;

enables the key underlying assumptions to be
monitored and, where necessary, adjusted through
subsequent business planning cycles; and
promptly identifies business decisions needed to
mitigate risk.

The risk appetite statement is approved by the HSBC
Board following advice from the Risk Committee, and is a
key component of the risk management framework. It is
central to the annual planning process, in which global
businesses, geographical regions and functions are
required to articulate their risk appetite statements.
These are aligned with the Group strategy, and provide a
risk profile of each global business, region or function in
the context of the individual risk categories.

Stress testing

The group’s stress testing and scenario analysis
programme is central to the monitoring of top and
emerging risks. This is achieved by the undertaking of
internal as well as regulatory driven stress test exercises
during the year.

The major activities of the group’s stress test programme
during 2014 were focused on the completion of the PRA
concurrent stress test, the ECB comprehensive
assessment and contribution to the Group’s European
Banking Authority (‘EBA’) stress testing exercise. As part
of the group’s stress testing framework, a number of
macroeconomic and event driven scenarios specific to
the European region were considered and reported to
senior management. These are based on analysis under a
range of scenarios including: a Scottish Independence
Scenario, a UK exit of the European Union scenario and a
move to Negative Interest Rates in the UK and/or the
eurozone.

The group also conducts Reverse Stress Testing. Reverse
stress tests require a firm to assess scenarios and
circumstances that would render its business model
unviable, thereby identifying potential business
vulnerabilities

Reverse stress testing is used as part of the risk
management process to help inform management
actions and contingency plans to mitigate against
potential stresses and vulnerabilities which the group
might face.
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Areas of special interest

(Unaudited)

During 2014, there were a number of particular areas of
focus as a result of the effect they have on the group.
Whilst these areas may already have been identified as
principal risks, further details of the actions taken during
the year are provided below.

Financial crime compliance and regulatory
compliance

In recent years, we have experienced increasing levels of
compliance risk as regulators and other agencies pursued
investigations into historical activities, and we continued
to work with them in relation to existing issues. This has
included the matters giving rise to the DPAs reached
with US authorities in relation to investigations regarding
inadequate compliance with anti-money laundering and
sanctions law, and the related undertaking with the FSA
(the ‘FCA Direction’). The work of the Monitor, who

has been appointed to assess HSBC'’s progress against
our various obligations, including the DPAs, is discussed
on page 9.

We continue to respond to a number of investigations by
the FCA into the possible mis-selling in the UK of certain
products, including sales of PPI, of interest rate hedging
products for SMEs and of wealth management products.
In addition, we also remain subject to a number of other
regulatory proceedings including investigations and
reviews by various national regulatory, competition

and enforcement authorities relating to certain past
submissions made by panel banks and the process for
making submissions in connection with the setting of
Libor and other interbank offered and benchmark
interest rates. There are also investigations in progress
into activities related to foreign exchange, precious
metals and credit default swaps. Details of these
investigations and legal proceedings can be found on
note 37.

Itis clear from both our own and wider industry
experience that the level of activity among regulators
and law enforcement agencies in investigating possible
breaches of regulations has increased, and that the
direct and indirect costs of such breaches can be
significant. Coupled with a substantial rise in the volume
of new regulation, much of which has some element of
extra-territorial reach, and the geographical spread

of our businesses, we believe that the level of inherent
compliance risk that we face as a Group will continue to
remain high for the foreseeable future.

Further information about the Group’s compliance risk
management may be found on page 76.

Regulatory Stress Tests

The frequency and granularity of information required by
supervisors in relation to regulatory stress testing has
increased and as part of the Group, HSBC Bank plc is
subject to regulatory stress testing exercises in the
United Kingdom and Europe.
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These exercises, designed to assess the resilience of
banks to adverse market development and ensure that
they have robust, forward-looking capital planning
processes that account for their unique risks, include the
programmes of the PRA, the EBA, and the ECB.

In 2014, the Group took part in the first PRA concurrent
stress test exercise involving major UK banks. The
exercise was run on an enterprise-wide basis and
comprised the EBA base scenario and a stress scenario
that predominantly followed the EBA stress scenario
with an additional overlay of variables for the UK only.
This overlay reflected the vulnerabilities facing the UK
banking system, including significant declines in the
value of sterling, residential and commercial property
prices and bond and equity prices, along with a
downturn in economic activity and rising unemployment.
HSBC’s submission, which comprised the base and stress
case along with supporting mitigating actions, was made
to the PRA at the end of June 2014. The Group also
participated in the complementary programme of
regular data provision to the Bank of England under its
Firm Data Submission Framework.

The Bank of England (‘The Bank’) disclosed the results of
the 2014 Concurrent Stress Test on 16 December 2014.
The Bank’s results show that, under the hypothetical
stress scenario, the Group’s CET1 capital ratio would fall
to a low point of 8.7 per cent, well above the Bank of
England threshold CET1 capital ratio of 4.5 per cent.
These results demonstrate the Group’s continued capital
strength.

The results incorporate management actions that have
been accepted by the Bank of England for the purposes
of this exercise. Under adverse economic circumstances,
we would in practice consider a variety of management
actions depending on the particular prevailing
circumstances. The Group’s intention, as evidenced by
past actions, is to maintain a conservative and prudent
stance on capital management.

The EBA conducted a Europe-wide stress test in the first
half of 2014, run via the PRA for UK banks. The adverse
macro-economic scenario included country-specific
shocks to sovereign bond spreads, short-term interest
rates and residential property prices, together with a
decline in world trade, currency depreciation in Central
and Eastern Europe and slow-downs or contractions in
GDP growth around the world.

The EBA disclosed results of the stress test exercise on
26 October 2014, publishing detailed results for HSBC
Group using dedicated templates from the exercise. The
Group’s stressed CET1 capital ratio was projected to fall
to a low point of 8.7 per cent at end-2015, above the
EBA minimum threshold of 5.5 per cent. The Group’s
fully-loaded stressed CET1 ratio at end-2016 was
projected to be 9.3 per cent, which compared favourably
with other major European banks.

The ECB conducted its comprehensive assessment in the
first half of 2014, which comprised an Asset Quality
Review and the ECB’s stress testing process, the latter
using the EBA scenarios. HSBC France and HSBC Bank
Malta plc fell within scope and both passed the exercise,
the results of which were also published in October
2014. Under the stressed scenario, the CET1 ratio for

HBFR was projected to fall from 12.9 per cent in 2013 to
6.6 per cent by the end of 2016, remaining above
regulatory minimums. The fall reflected HBFR’s business
model, namely the group’s euro Rates business, and the
application of EBA methodology, specifically the
application of ECB credit loss benchmarks.

The number, granularity and timelines of these stress
tests give rise to a number of risks. Banks that do not
meet both the quantitative and qualitative requirements
of the stress test exercises may be required to hold
additional capital, may have restrictions placed on their
planned capital actions including the payment of
dividends or may have to implement other remedial
measures. The Group created a Stress Testing
Management Board in early 2014, chaired by the Group
Finance Director, to ensure appropriate senior
management oversight and governance of the stress test
programmes.

Depressed oil and gas prices

Oil and commaodity prices have declined significantly
since the middle of 2014 as a result of increasing global
demand and supply imbalances and changes in market
sentiment. There is considerable uncertainty regarding
the future price levels during 2015 and beyond.
Prolonged depressed oil prices will affect countries,
industries and individual companies differently:

Country level: net oil importers are likely to benefit
from reduced oil prices. In advanced economies,
this is likely to increase consumer disposable
income while in emerging market countries it is
more likely to benefit the governments’ fiscal
position. The impact on ail exporting countries will
depend on the importance of the oil receipts to
fiscal revenues, the extraction costs and the amount
of fiscal reserves that the countries are able to draw
upon.

Industry level: the oil and gas industry and
supporting services will be affected, though this will
vary depending on the relevant sub-sector. Large
integrated producers are likely to remain resilient.
Within the pure producers sector, the higher cost
pure producers are likely to experience higher levels
of stress. Similarly, infrastructure and services
providers are likely to come under stress as
producers curtail capital expenditure. Industries
where oil and gas represent major costs, such as
haulage, transport and shipping, are likely to benefit
if prices remain depressed.

The oil and gas sector has been considered a higher risk
sector for some time and has been under enhanced
monitoring and controls with risk appetite and new
money lending under increased scrutiny.

HSBC has a diversified lending profile to the oil and gas
sector. Lending in GB&M is concentrated predominately
in upstream activities and with large investment-grade
global integrated producers. CMB mainly focuses on
lending to service companies and pure producers. The
exposures are diversified across a number of countries.

The overall portfolio of the group has drawn risk
exposures amounting to about £6.0 billion, with just over
20 per cent consisting of exposures to oil service
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companies. In-depth client reviews have been conducted
on larger clients considered to be potentially vulnerable
to depressed oil prices for a period of one to two years,
particularly, but not exclusively, focusing on oil service
companies, and producers (and their suppliers) reliant on
expensive extraction methods. Following these reviews,
approximately £35 million of exposures have been
identified as being of sufficient concern to require close
management. Whilst weakening credit is evident in this
population, no new customers were identified as being
impaired at this stage.

Structural Reform

Banking structural reform and recovery and resolution
planning

Globally there have been a number of developments
relating to banking structural reform and the
introduction of recovery and resolution regimes.

As recovery and resolution planning has developed,
some regulators and national authorities have also
required changes to the corporate structures of banks. In
the UK, ring-fencing legislation has been enacted
requiring the separation of retail and SME deposits from
trading activity (see below). Similar requirements have
been introduced or are in the process of being
introduced in other jurisdictions.

Policy background to recovery and resolution

Following the financial crisis, G20 leaders requested that
the FSB establish more effective arrangements for the
recovery and resolution of 28 (now 30) designated
G-SIBs resulting in a series of policy recommendations in
relation to recovery and resolution planning, cross
border co-operation agreements and measures to
mitigate obstacles to resolution. The HSBC Group has
been designated as a G-SIB.

In December 2013, the PRA set out rules for recovery
and resolution of UK banks and international banks
operating in the UK. These rules were modified as part of
the implementation of the EU Bank Recovery and
Resolution Directive from January 2015.

HSBC resolution strategy and corporate structure
changes

The Group has been working with the Bank of England
and the PRA together with the Group’s other primary
regulators to develop and agree a resolution strategy for
the HSBC Group. It is the Group’s view that a resolution
strategy whereby HSBC breaks up at a subsidiary bank
level at the point of resolution (referred to as a Multiple
Point of Entry strategy) rather than being kept together
as a Group at the point of resolution (referred to as a
Single Point of Entry strategy) is the optimal approach as
it is aligned to the Group’s existing legal and business
structure.

In common with all G-SIBs, the Group is working with its
regulators to understand inter-dependencies between
different businesses and subsidiary banking entities in
the HSBC Group in order to enhance resolvability.

The Group has initiated plans to mitigate or remove
critical inter-dependencies to further facilitate the
resolution of the Group. In particular, in order to remove
operational dependencies where one subsidiary bank

34

provides critical services to another, the Group has
determined to transfer such critical services from the
subsidiary banks to a separately incorporated group of
service companies (‘ServCo group’). The ServCo group
will be separately capitalised and funded to ensure
continuity of services in resolution. A significant portion
of the ServCo already exists and therefore this initiative
involves transferring the remaining critical services still
held by subsidiary banks, including HSBC Bank plc, into
the ServCo group. The services will then be provided to
the subsidiary banks by the ServCo group

UK ring-fencing

In December 2013, the UK’s Financial Services (Banking
Reform) Act 2013 (‘Banking Reform Act’) received Royal
Assent. It implements most of the recommendations of
the Independent Commission on Banking (‘ICB’), which
inter alia require large banking groups to ‘ring-fence’ UK
retail banking activity in a separately incorporated
banking subsidiary (a ‘ring-fenced bank’) that is
prohibited from engaging in significant trading activity.
For these purposes, the UK excludes the Crown
Dependencies. Ring-fencing is to be completed by 1
January 2019.

In July 2014, secondary legislation was finalised. This
included provisions further detailing the applicable
individuals to be transferred to the ring-fenced bank by
reference to gross worth and enterprises to be
transferred based on turnover, assets and number of
employees. In addition, the secondary legislation places
restrictions on the activities and geographical scope of
ring-fenced banks.

In October 2014, the PRA published a consultation paper
on ring-fencing rules in relation to legal structure,
governance, and continuity of services and facilities. The
PRA intends to undertake further consultations and
finalise ring-fencing rules in due course. The PRA also
published a discussion paper concerning operational
continuity in resolution.

As required by the PRA’s consultation paper, the Group
presented a provisional ring-fencing project plan to the
UK regulators in November 2014. This plan provided for
ring-fencing of the activities prescribed in the legislation,
broadly the retail and SME services that are currently
part of the bank, in a separate Group subsidiary.

The plan remains subject to further planning and Group
approvals and is ultimately subject to the approval of the
PRA, FCA and other applicable regulators.

European Banking Structural Reform

In January 2014, the European Commission published
legislative proposals on the structural reform of the
European banking sector which would prohibit
proprietary trading in financial instruments and
commodities, and enable supervisors, at their discretion,
to require certain trading activities to be undertaken in a
separate subsidiary from deposit taking activities.

The ring-fenced deposit taking entity would be subject to
separation from the trading entity including
requirements for separate capital and management
structures, issuance of own debt and arms-length
transactions between entities.
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The draft proposals contain a provision which would
permit derogation by member states which have
implemented their own structural reform legislation,
subject to meeting certain conditions. This derogation
may benefit the UK in view of the Banking Reform Act.

The proposals are currently subject to discussion in the
European Parliament and the Council. The
implementation date for any separation under the final
rules would depend upon the date on which any final
legislation is agreed.

Russia

During March 2014, tensions rose between the Russian
Federation (‘Russia’) and western countries (‘the West’)
in respect of the Ukraine. The West’s response, led by
the US and EU plus other countries, was to impose
sanctions on a selected list of Russian individuals, banks
and corporates, the scope of which was expanded during
the course of 2014. In response, Russia imposed
restrictions on the import of food and related produce
from those countries that have introduced sanctions and
restricted measures against Russia. Monitoring and
action in response to the sanctions requirements is
ongoing and will impose some restrictions on the
business in Russia, although the impact on the group has
not been significant. Group exposures to counterparties
incorporated or domiciled in the Ukraine are not
considered material.

The resolution of issues affecting the Ukraine and
Russia’s relations with the West will take time.
Potentially additional sanctions could, if the environment
deteriorated, be imposed and reciprocal actions taken by
Russia, which may impact upon the activities of the
group in Russia and with Russian counterparties.

The fourth quarter of 2014 saw significant falls in the
value of the Russian Rouble and the price of crude ail,
and multiple interest rate rises implemented by Russia’s
Central Bank. The impact of these developments is being
monitored by management and, combined with the
sanctions, mean the outlook for Russia remains highly
uncertain and with the economy anticipated to contract
in 2015.The group’s Russian on-balance sheet exposures
within loans and advances to banks was £0.5 billion

(31 December 2013: £0.8 hillion) and loans and advances
to customers was £2.2 billion (31 December 2013:

£3.0 billion).

In addition to the above, a number of the group's
multinational clients have indirect exposure to Russia
through majority or minority stakes in Russia-based
entities, via dependency of supply, or from reliance on
exports. The operations and businesses of such clients
may be negatively impacted should the scope and nature
of sanctions and other actions be widened or the Russian
economy deteriorate. The group also runs operations in
neighbouring countries where the strength of the
financial system has strong links to the Russian economy.
Management is monitoring the quantum and potential
severity of such risks.
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Eurozone

In recent years the EU has introduced a series of
legislative changes designed to better equip the EU to
deal with a financial crisis and to reduce the risks of
contagion in the event of an EU member country
experiencing financial difficulties.

The final outcome of negotiations on the terms of the
Greek hail out is uncertain. The debt may be rescheduled
or Greece may default on its debt and there is the
possibility that Greece may exit the Euro. We continue to
closely monitor the situation.

Overall we have limited exposure to Eurozone countries
at highest risk of experiencing financial difficulties. Our
exposures to Greece were predominantly in loans and
advances and reverse repos. At 31 December 2014, this
amounted to £2.3 billion and £1.0 billion respectively.
Included in loans and advances is £1.2 billion relating to
the shipping industry, denominated in US dollars and
booked in the UK. We believe the shipping industry to be
less sensitive to the Greek economy as it is mainly
dependent on international trade. Our Greece in-country
funding exposure is negligible and is set out in the table
below.

Exposures to Spain, Ireland, Italy, Portugal and Cyprus
were also limited. At 31 December 2014, the group’s
loans and advances in these countries amounted to less
than £7.5 billion, and were principally to multinational
corporates. The group’s aggregate exposure to debt
issuance across these countries was £5 billion,
predominantly in Spanish and Italian sovereign debt held
by the Group’s balance sheet management, market-
making and insurance operations. Net exposure to
derivatives was less than £2 billion and related
principally to derivatives exposures with the Republic of
Italy.

Risk Management and Contingency planning

The group has a well-developed framework for dealing
with counterparty and systemic crisis situations, both
country specific and regionally, which is complemented
by regular specific and enterprise-wide stress testing and
scenario planning. The framework functions before,
during and after crises and ensures that the group has
detailed and evolving operational plans in the event of
an adverse situation materialising. Management
continues to closely monitor and manage eurozone
exposures in the higher risk eurozone countries including
Greece, and is cautious in lending to this sector. The
group regularly updates its assessment of higher risk
eurozone banks and adjusts its risk appetite accordingly.
Where possible, the group also seeks to play a positive
role in maintaining credit and liquidity supply.

Redenomination risk

There is no established legal framework within the
European treaties to facilitate a member state exiting
from the eurozone. Consequently, it is not possible to
predict accurately the course of events and legal
consequences that would ensue.
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Key risks associated with an exit by a Eurozone member
include:

Foreign exchange losses: an exit would probably be
accompanied by the passing of laws in the country
concerned establishing a new local currency and
providing for a redenomination of euro assets into
the new local currency. The value of assets and
liabilities in the country would immediately fall
assuming the value of the redenominated currency
is less than the original euros when translated into
the carrying amounts. It is not possible to predict
what the total consequential loss might be as it is
uncertain which assets and liabilities would be
legally redenominated or the extent of the
devaluation.

External contracts redenomination risk: contracts
entered into between HSBC businesses based
outside a country exiting the euro with in-country
counterparties or those otherwise closely
connected with the relevant country may be
affected by redenomination. The effect remains
subject to a high level of uncertainty. Factors such
as the country law under which the contract is
documented, the HSBC entity involved and the
payment mechanism may all be relevant to this
assessment, as will the precise exit scenario as the
consequences for external contracts of a disorderly
exit may differ from one sanctioned under EU law.
In addition, capital controls could be introduced
which may affect the group’s ability to repatriate
funds including currencies not affected by the
redenomination event.

In-country funding exposure
31 December 2014

Greece

In-country assets

In-country liabilities

Net in-country funding

Off balance sheet exposure/hedging

31 December 2013

Greece

In-country assets

In-country liabilities

Net in-country funding

Off balance sheet exposure/hedging

The group continues to identify and monitor potential
redenomination risks and, where possible, has taken and
will continue to take steps to mitigate them and/or
reduce its overall exposure to losses that might arise in
the event of a redenomination. Management recognises,
however, that a euro exit could take different forms,
depending on the scenario. These could have distinct
legal consequences which could significantly alter the
potential effectiveness of any mitigation initiatives, and
it is accordingly not possible to predict how effective
particular measures may be until they are tested against
the precise circumstances of a redenomination event
and the specific in-country assets and liabilities at the
date of the event.

We have set out below the group’s in-country exposure
to Greece as the country with the highest level of
redenomination risk. These assets and liabilities
predominantly comprise loans and deposits arising from
the group’s commercial banking operations in these
countries, and the net assets represent the net funding
exposure. The table also identifies in-country off-balance
sheet exposures as these are at risk of redenomination
should they be called, giving rise to a balance sheet
exposure. It is to be noted that this analysis can only be
an indication as it does not include euro-denominated
exposures booked by HSBC outside the countries at risk
which are connected with those countries.

Denominated in:
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Other
Euros US Dollars Currencies Total
£bn £bn £bn £bn
0.9 0.1 - 1.0
(0.9) (0.3) — (1.2)
— (0.2) — (0.2)
Denominated in:
Other
Euros US Dollars Currencies Total
£bn £bn £bn £bn
0.9 0.1 - 1.0
(0.8) (0.5) - (13)
0.1 (0.4) - (0.3)
0.2) - 0.2 0.1
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Credit risk

Credit risk is the risk of financial loss if a customer or
counterparty fails to meet a payment obligation under a
contract. It arises principally from direct lending, trade
finance and leasing business, but also from off-balance
sheet products such as guarantees and credit derivatives,
and from the group’s holdings of debt securities.

There were no material changes to our policies and
practices for the management of credit risk in 2014.

This year we have redesigned the credit risk section in
order to enhance clarity and reduce duplication. It now
begins with an overview of our credit risk policies
followed by an overview of our gross exposures. We
describe various measures of credit quality such as past
due status, renegotiated loans and impaired loans before
analysing impairment allowances. There are specific
sections on wholesale lending and personal lending
where additional detail is provided and we cover areas of
special interest such as our exposure to commercial real
estate in wholesale lending. This is followed by a section
describing our securitisation exposures and other
structured products.

Following the change in balance sheet presentation
explained on page 155, non-trading reverse repos are
shown separately on the balance sheet and are no longer
included in ‘Loans and advances to customers’ and
‘Loans and advances to banks’. Comparative data have
been re-presented accordingly. As a result, any analysis
that references loans and advances to customers or
banks excludes non-trading reverse repos. The amount
of the non-trading reverse repos to customers and banks
is set out on page 55.

Credit Risk Management
(Audited)

Of the risks in which we engage, credit risk generates the
largest regulatory capital requirements.

The principal objectives of our credit risk management
are:

to maintain across the group a strong culture of
responsible lending and a robust risk policy and
control framework;

to both partner and challenge Global Businesses in
defining, implementing, and continually re-evaluating
our risk appetite under actual and scenario
conditions; and

to ensure there is independent, expert scrutiny of
credit risks, their costs and mitigation.

Within the bank, the Credit Risk function is headed by
the European Chief Risk Officer and reports to the Chief
Executive Officer, with a functional reporting line to the
Group Chief Risk Officer. Its responsibilities include:

formulating credit policy. Compliance, subject to
approved dispensations, is mandatory for all
operating companies which must develop local credit
policies consistent with group policies that very
closely reflect Group policy;

guiding operating companies on the group’s appetite
for credit risk exposure to specified market sectors,
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activities and banking products and controlling
exposures to certain higher-risk sectors;

undertaking an independent review and objective
assessment of risk. Credit risk assesses all commercial
non-bank credit facilities and exposures over
designated limits, prior to the facilities being
committed to customers or transactions being
undertaken;

monitoring the performance and management of
portfolios across the group;

controlling exposure to sovereign entities, banks and
other financial institutions, as well as debt securities
which are not held solely for the purpose of trading;

setting policy on large credit exposures, ensuring that
concentrations of exposure by counterparty, sector or
geography do not become excessive in relation to the
group’s capital base, and remain within internal and
regulatory limits;

maintaining and developing the group’s risk rating
framework and systems through the Regional Model
Oversight Committees (‘RMOC’), which report to the
Risk Management Meeting (‘RMM’) and oversees risk
rating system governance for both wholesale and
retail businesses;

reporting on retail portfolio performance, high risk
portfolios, risk concentrations, large impaired
accounts, impairment allowances and stress testing
results and recommendations to the group’s RMM,
the group’s Risk Committee and the Board; and

acting on behalf of the group as the primary interface,
for credit-related issues, with the Bank of England,
the PRA, local regulators, rating agencies, analysts
and counterparts in major banks and non-bank
financial institutions.

Credit quality of financial instruments
(Audited)

Our credit risk rating systems and processes differentiate
exposures in order to highlight those with greater risk
factors and higher potential severity of loss. In the case
of individually significant accounts, risk ratings are
reviewed regularly and any amendments are
implemented promptly. Within the group’s retail
business, risk is assessed and managed using a wide
range of risk and pricing models to generate portfolio
data.

Our risk rating system facilitates the internal ratings-
based (‘IRB’) created under Basel 2 (and as updated in
Basel 3) adopted by the Group to support calculation of
the minimum credit regulatory capital requirement. For
further details, see ‘Credit quality classification of
financial instruments’ on page 43.

Special attention is paid to problem exposures in order
to accelerate remedial action. Where appropriate,
operating companies use specialist units to provide
customers with support in order to help them avoid
default wherever possible.

The Credit Review and Risk Identification team reviews
the robustness and effectiveness of key management,
monitoring and control activities.
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Periodic risk-based audits of operating companies’ credit
processes and portfolios are undertaken by the Internal
Audit function. Internal Audit discusses with
management any risk ratings it considers to be
inappropriate; following which its final recommendations
for revised ratings must be adopted.

Renegotiated loans and forbearance
(Audited)

A range of forbearance strategies is employed in order to
improve the management of customer relationships,
maximise collection opportunities and, if possible, avoid
default, foreclosure or repossession. They include
extended payment terms, a reduction in interest or
principal repayments, approved external debt
management plans, debt consolidations, the deferral of
foreclosures and other forms of loan modifications and
re-ageing.

The group’s policies and practices are based on criteria
which enable local management to judge whether
repayment is likely to continue. These typically provide a
customer with terms and conditions that are more
favourable than those provided initially. Loan
forbearance is only granted in situations where the
customer has showed a willingness to repay their loan
and is expected to be able to meet the revised
obligations.

Refinance risk
(Audited)

Personal Lending

Interest only mortgages lending incorporate
bullet/balloon payments at the point of final maturity. In
the UK interest only lending is recognised as a niche,
product that meets a valid customer need. To reduce re-
finance risk, initial onboarding assessment of customers’
affordability is made on a capital repayment basis and
every customer has a credible defined repayment
strategy. Additionally the customer is contacted at least
once during the mortgage term to check the status of
the repayment strategy. In situations where it is
identified that a borrower is expected not to be able
either to repay a bullet/balloon payment then the
customer will either default on the repayment or it is
likely that HSBC may need to apply forbearance to the
loan. In either circumstance this gives rise to a loss event
and an impairment allowance will be considered where
appropriate.

Wholesale Lending

Many types of wholesale lending incorporate
bullet/balloon payments at the point of final maturity;
often, the intention or assumption is that the borrower
will take out a new loan to settle the existing debt.
Where this is true the term refinance risk refers
generally to the possibility that, at the point that such a
repayment is due, a borrower cannot refinance by
borrowing to repay existing debt. In situations where it is
identified that a borrower is expected not to be able
either to repay a bullet/balloon payment or to be
capable of refinancing their existing debt on commercial
terms then the customer will either default on the
repayment or it is likely that HSBC may need to refinance
the loan on terms it would not normally offer in the
ordinary course of business. In either circumstance this
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gives rise to a loss event and an impairment allowance
will be considered.

Impairment assessment
(Audited)

Itis the group’s policy that each operating company
creates allowances for impaired loans promptly and
consistently.

Impairment allowances may be assessed and created
either for individually significant accounts or, on a
collective basis, for groups of individually significant
accounts for which no evidence of impairment has been
individually identified or for high-volume groups of
homogeneous loans that are not considered individually
significant.

When impairment losses occur, we reduce the carrying
amount of loans and advances through the use of an
allowance account. When impairment of available-for-
sale financial assets and held-to-maturity financial
investments occurs, the carrying amount of the asset is
reduced directly. For further details on the accounting
policy for impairment of available-for-sale debt and
equity securities, see accounting policies in Note 1.

Write-off of loans and advances
(Audited)

For details of our policy on the write-off of loans and
advances, see Note 1 on the Financial Statements.

Personal lending

Property collateral for residential mortgages is
repossessed and sold on behalf of the borrower only
when all normal debt recovery procedures have been
unsuccessful. The carrying amounts of residential
mortgages in excess of net realisable value are fully
provided for, from 180 days contractually past due. We
regularly obtain new appraisals for loans (every 180
days) and adjust carrying value to the most recent
appraisal whether it has increased or decreased as the
best estimate of the cash flows that will be received on
the disposal of the collateral for these collateral
dependent loans.

Unsecured personal facilities, including credit cards, are
generally written off at between 150 and 210 days past
due, the standard period being the end of the month in
which the account becomes 180 days contractually
delinquent. Write-off periods may be extended,
generally to no more than 360 days past due but, in very
exceptional circumstances, to longer than that figure ina
few countries where local regulation or legislation
constrain earlier write off or where the realisation of
collateral for secured real estate lending takes this time.

In retail lending, final write-off should occur within 60
months of the default at the latest.

Wholesale Lending

Wholesale loans and advances are written off where
normal collection procedures have been unsuccessful to
the extent that there appears no realistic prospect of
repayment. These procedures may include a referral of
the business relationship to a Debt recovery company.
Debt reorganisation will be considered at all times and
may involve, in exceptional circumstances and in the
absence of any viable alternative, a partial write-off in
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exchange for a commitment to repay the remaining collateral held or other credit enhancements (where
balance. such credit enhancements do not meet offsetting
requirements). For financial assets recognised on the
balance sheet, the maximum exposure to credit risk
equals their carrying amount; for financial guarantees
granted, it is the maximum amount that the group would
have to pay if the guarantees were called upon. For loan

In the event of bankruptcy or analogous proceedings,
write-off for both personal and wholesale lending may
occur earlier than at the periods stated above.
Collections procedures may continue after write-off.

Maximum exposure to credit risk commitments and other credit-related commitments
(Audited) that are irrevocable over the life of the respective

The following table presents the maximum exposure to facilities, it is generally the full amount of the committed
credit risk from balance sheet and off-balance sheet facilities.

financial instruments, before taking account any

Maximum exposure to credit risk

(Audited)
The group
2014 2013
Exposure to Exposure to
Maximum credit risk Maximum credit risk
exposure Offset (net) exposure Offset (net)
£m £m £m £m £m £m
Cash and balances at central banks 42,853 - 42,853 67,584 - 67,584
Items in the course of collection from other banks 973 - 973 1,948 - 1,948
Trading assets! 85,885 - 85,885 98,090 (1,075) 97,015
treasury and other eligible bills 653 - 653 2,623 - 2,623
debt securities 49,996 - 49,996 56,414 - 56,414
loans and advances to banks 15,640 - 15,640 16,067 - 16,067
loans and advances to customers 19,596 - 19,596 22,986 (1,075) 21,911
Financial assets designated at fair value® 1,044 — 1,044 6,947 - 6,947
treasury and other eligible bills 3 - 3 - - -
debt securities 987 - 987 6,903 - 6,903
loans and advances to banks 54 - 54 44 - 44
Derivatives? 187,736 (174,118) 13,618 137,239 (112,931) 24,308
Loans and advances held at amortised cost® 282,514 (36,687) 245,827 296,735 (54,462) 242,273
loans and advances to banks 25,262 37) 25,225 23,013 (92) 22,921
loans and advances to customers 257,252 (36,650) 220,602 273,722 (54,370) 219,352
Reverse repurchase agreements — non-trading® 41,945 (3,283) 38,662 61,525 (13,470) 48,055
Financial investments® 75,185 - 75,185 74,024 - 74,024
treasury and other similar bills 2,849 - 2,849 2,196 - 2,196
debt securities 72,336 - 72,336 71,828 - 71,828
Other assets 7,980 - 7,980 7,439 - 7,439
endorsements and acceptances 591 - 591 703 - 703
accrued income and other 7,389 — 7,389 6,736 - 6,736
Financial guarantees 13,452 - 13,452 11,846 - 11,846
Loan commitments and other credit-related
commitments 135,522 — 135,522 123,017 — 123,017
At 31 December 875,089 (214,088) 661,001 886,394 (181,938) 704,456
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Maximum exposure to credit risk

(Audited)
The bank
2014 2013
Exposure to Exposure to
Maximum credit risk Maximum credit risk
exposure Offset (net) exposure Offset (net)
£m £m £m £m £m £m
Cash and balances at central banks 41,424 - 41,424 60,996 - 60,996
Items in the course of collection from other banks 630 - 630 1,374 - 1,374
Trading assets* 55,858 - 55,858 66,865 (1,075) 65,790
treasury and other eligible bills 154 - 154 643 - 643
debt securities 25,150 - 25,150 28,821 - 28,821
loans and advances to banks 13,039 - 13,039 16,568 - 16,568
loans and advances to customers 17,515 - 17,515 20,833 (1,075) 19,758
Financial assets designated at fair value! 9 - 9 3,983 - 3,983
debt securities 9 - 9 3,983 - 3,983
loans and advances to banks - - - - - -
Derivatives? 160,232 (136,187) 24,045 112,623 (77,990) 34,633
Loans and advances held at amortised cost® 220,447 (35,607) 184,840 233,899 (53,637) 180,262
loans and advances to banks 18,776 - 18,776 16,332 - 16,332
loans and advances to customers 201,671 (35,607) 166,064 217,567 (53,637) 163,930
Reverse repurchase agreements — non-trading® 36,391 (628) 35,763 47,847 (5,924) 41,923
Financial investments® 48,001 - 48,001 44,594 - 44,594
treasury and other similar bills 2,081 - 2,081 1,927 - 1,927
debt securities 45,920 - 45,920 42,667 - 42,667
Other assets 6,126 - 6,126 4,722 - 4,722
endorsements and acceptances 364 - 364 343 - 343
accrued income and other 5,762 - 5,762 4,379 - 4,379
Financial guarantees 10,968 - 10,968 9,366 - 9,366
Loan commitments and other credit-related
commitments 96,785 - 96,785 80,417 - 80,417
At 31 December 676,871 (172,422) 504,449 666,686 (138,626) 528,060

1 Reported amounts exclude equity instruments.

2 The derivative offset amount in the ‘maximum exposure to credit risk table’ relates to exposures where the counterparty has an offsetting
derivative exposure with the group, a master netting agreement is in place and the credit risk exposure is managed on a net basis, or the
position is specifically collateralised, normally in the form of cash. At 31 December 2014, the total amount of such offsets was £174 billion
(2013: £113 billion), of which £147 billion (2013: £93 billion) were offsets under a master netting arrangement, £24 billion (2013: £17 billion)
were received in cash and £3 billion (2013: £3 billion) were other collateral. These amounts do not qualify for net presentation for accounting
purposes as settlement may not actually be made on a net basis.

3 The loans and advances offset adjustment primarily relates to customer loans and deposits, and balances arising from repo and reverse repo
transactions. The offset relates to balances where there is a legally enforceable right of offset in the event of counterparty default, and where,
as a result there is a net exposure for credit risk management purposes. As there is no intention to settle these balances on a net basis under
normal circumstances, they do not qualify for net presentation for accounting purposes. No offset has been applied to off balance sheet
collateral.
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Concentration of credit risk exposure
(Unaudited)

Concentrations of credit risk arise when a number of
counterparties or exposures have comparable economic
characteristics, or such counterparties are engaged in
similar activities, or operate in the same geographical
areas or industry sectors, so that their collective ability
to meet contractual obligations is uniformly affected by
changes in economic, political or other conditions. The
group uses a number of controls and measures to
minimise undue concentration of exposure in the
group’s portfolios across industry, country and customer
groups. These include portfolio and counterparty limits,
approval and review controls, and stress testing.

Wrong-way risk occurs when a counterparty’s exposures
are adversely correlated with its credit quality. There are
two types of wrong-way risk:

general wrong-way risk occurs when the probability
of counterparty default is positively correlated with
general risk factors such as, for example, where the
counterparty is resident and/or incorporated in a
higher-risk country and seeks to sell a non-domestic
currency in exchange for its home currency; and

specific wrong-way risk occurs when the exposure to
a particular counterparty is positively correlated with
the probability of counterparty default such as a
reverse repo on the counterparty’s own bonds. It is
HSBC policy that specific wrong-way transactions are
approved on a case-by-case basis.

We use a range of procedures to monitor and control
wrong-way risk, including requiring entities to obtain
prior approval before undertaking wrong-way risk
transactions outside pre-agreed guidelines.

Cross-border exposures

We assess the vulnerability of countries to foreign
currency payment restrictions, including economic and
political factors, when considering impairment
allowances on cross-border exposures. Impairment
allowances are assessed in respect of all qualifying
exposures within vulnerable countries unless these
exposures and the inherent risks are:

performing, trade-related and of less than one year’s
maturity;

mitigated by acceptable security cover which is, other
than in exceptional cases, held outside the country
concerned,;

in the form of securities held for trading purposes for
which a liquid and active market exists, and which are
measured at fair value daily; and

performing facilities with a principal (excluding
security) of US$1 million or below and/or with
maturity dates shorter than three months.
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Financial Investments

Our holdings of available-for-sale government and
government agency debt securities, corporate debt
securities, asset-backed securities (‘ABSs’) and other
securities were spread across a wide range of issuers in
2014, with 61 per cent invested in government or
government agency debt securities.

Trading assets

Trading securities remained the largest concentration
within trading assets of the group at 73 per cent
compared with 71 percent in 2013.

Derivatives

HSBC participates in transactions exposing it
counterparty credit risk. Counterparty credit risk is the
risk of financial loss if the counterparty to a transaction
defaults before completing the satisfactory settlement of
the transaction, which varies in value by reference to a
market factor such as interest rate, exchange rate or
asset price. It arises principally from OTC derivatives and
securities financing transactions (‘SFTs’) and is calculated
in both the trading and non-trading books.

Derivative assets were £188 billion at 31 December 2014
(2013: £137 billion).

Items in the course of collection from other banks

Settlement risk arises in any situations where a payment
in cash, securities or equities is made with the
expectation of a corresponding receipt of cash, securities
or equities. Daily settlement limits are established for
counterparties to cover the aggregate of transactions
with each counterparty on any single day.

The group substantially mitigates settlement risk on
many transactions, particularly those involving securities
and equities, by settling through assured payment
systems, or on a delivery-versus-payment basis.

Loans and advances

The following tables analyse loans and advances by
industry sector.



HSBC BANK PLC

Report of the Directors: Risk (continued)

Gross loans and advances to customers by industry sector

(Audited)

The group

Personal
Residential mortgages
Other personal

Corporate and commercial
Commercial, industrial and international trade
Commercial real estate
Other property-related
Government
Other commercial

Financial
Non-bank financial institutions
Settlement accounts

Total gross loans and advances to customers at
31 December

Impaired loans as a percentage of total

The bank

Personal
Residential mortgages
Other personal

Corporate and commercial
Commercial, industrial and international trade
Commercial real estate
Other property-related
Government
Other commercial

Financial
Non-bank financial institutions
Settlement accounts

Total gross loans and advances to customers at
31 December

Impaired loans as a percentage of total

2014

2013

Gross loans by

Gross loans by

Gross loans and industry sector as Gross loans and industry sector as
advances to a % of total advances to a % of total
customers gross loans customers gross loans
£m % £m %
83,009 31.92% 83,882 30.28%
24,381 9.38% 25,257 9.11%
107,390 41.30% 109,139 39.39%
74,003 28.46% 79,576 28.72%
17,899 6.88% 18,755 6.77%
4,572 1.75% 4,421 1.60%
1,452 0.56% 2,020 0.73%
38,006 14.62% 40,610 14.66%
135,932 52.27% 145,382 52.48%
16,085 6.19% 21,602 7.80%
645 0.24% 935 0.33%
16,730 6.43% 22,537 8.13%
260,052 100.00% 277,058 100.00%
2.46% 2.84%
2014 2013
Gross loans by Gross loans by
Gross loans and industry sector as Gross loans and industry sector as
advances to a % of total advances to a % of total
customers gross loans customers gross loans
£m % £m %
76,847 37.77% 77,747 35.38%
8,936 4.39% 8,963 4.08%
85,783 42.16% 86,710 39.46%
54,512 26.79% 59,375 27.02%
11,273 5.54% 11,210 5.10%
3,128 1.54% 3,048 1.39%
964 0.47% 1,448 0.66%
26,849 13.21% 32,317 14.70%
96,726 47.55% 107,398 48.87%
20,853 10.25% 25,365 11.54%
87 0.04% 281 0.13%
20,940 10.29% 25,646 11.67%
203,449 100.00% 219,754 100.00%
2.09% 2.40%
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Credit quality of financial instruments
(Audited)

The five credit quality classifications defined below each
encompass a range of more granular, internal credit
rating grades assigned to wholesale and retail lending
business, as well as the external rating,

Credit quality

Debt securities
and other bills

Wholesale lending and derivatives

attributed by external agencies to debt securities. There
is no direct correlation between the internal and external
ratings at granular level, except to the extent each falls
within a single quality classification.

Retail lending

External credit

Internal credit

Probability of

Quality classification rating rating default % Internal credit rating Expected loss %
Strong A- and above CRR1 to CRR2 0-0.169 EL1 to EL2 0-0.999
Good BBB+ to BBB- CRR3 0.170-0.740 EL3 1.000 —4.999
Satisfactory BB+ to B and unrated CRR4 to CRR5 0.741-4.914 EL4 to ELS 5.000 — 19.999
Sub — standard B- and below CRR6 to CRR8 4.915-99.999 EL6 to EL8 20.000-99.999
Impaired Impaired CRR9 to CRR10 100 EL9to EL10 100+ or defaulted®

1 The EL percentage is derived through a combination of Probability of Default (‘PD’) and Loss Given Default (‘LGD’) and may exceed 100 per cent
in circumstances where the LGD is above 100 per cent reflecting the cost of recoveries.

Quality classification definitions
(Audited)

‘Strong’: Exposures demonstrate a strong capacity to
meet financial commitments, with negligible or low
probability of default and/or low levels of expected loss.
Retail accounts operate within product parameters and
only exceptionally show any period of delinquency.

‘Good’: Exposures require closer monitoring and
demonstrate a good capacity to meet financial
commitments, with low default risk. Retail accounts
typically show only short periods of delinquency, with
any losses expected to be minimal following the
adoption of recovery processes.

‘Satisfactory’: Exposures require closer monitoring and
demonstrate an average to fair capacity to meet financial
commitments, with moderate default risk. Retail
accounts typically show only short periods of
delinquency, with any losses expected to be minor
following the adoption of recovery processes.

‘Sub-standard’: Exposures require varying degrees of
special attention and default risk is of greater concern.
Retail portfolio segments show longer delinquency
periods of generally up to 90 days past due and/or
expected losses are higher due to a reduced ability to
mitigate these through security realisation or other
recovery processes.

‘Impaired’: Exposures have been assessed, individually or
collectively, as impaired.

Risk rating scales
(Audited)

The Customer Risk Rating (‘CRR’) 10-grade scale above
summarises a more granular underlying 23-grade scale
of obligor probability of default (‘PD’).
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All distinct HSBC customers are rated using one of these
two PD scales, depending on the degree of sophistication
of the Basel Il approach adopted for the exposure.

Each CRR band is associated with an external rating
grade by reference to long-run default rates for that
grade, represented by the average of issuer-weighted
historical default rates. This mapping between internal
and external ratings is indicative and may vary over time.

The Expected Loss (‘EL’) 10-grade scale for retail business
summarises a more granular underlying EL scale for
these customer segments; this combines obligor and
facility/product risk factors in a composite measure.

For debt securities and certain other financial
instruments, external ratings have been aligned to the
five quality classifications. The most recent mapping
review resulted in ‘B‘ being mapped to CRR5. Accordingly
‘B* ratings are now mapped to ‘Satisfactory’. This
represents a changes in disclosure mapping unrelated to
changes in counterparty creditworthiness.

For the purpose of the following disclosure, retail loans
which are past due up to 89 days and are not otherwise
classified as EL9 or EL10, are not disclosed within the EL
grade to which they relate, but are separately classified
as past due but not impaired. The following tables set
out the group’s distribution of financial instruments by
measures of credit quality.
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Distribution of financial instruments by credit quality

(Audited)
The group
2014
Neither past due nor impaired
Past
Medium Sub- due not Impairment
Strong Good  Satisfactory Standard impaired Impaired  allowances Total
£m £m £m £m £m £m £m £m
Cash and balances at central
banks 42,853 - - - 42,853
Items in the course of
collection from other banks 973 - - - 973
Trading assets 62,694 14,479 8,410 302 85,885
— treasury and other
eligible bills 249 375 29 - 653
— debt securities 39,880 6,410 3,568 138 49,996
- loans and advances to
banks 10,064 2,387 3,117 72 15,640
— loans and advances to
customers 12,501 5,307 1,696 92 19,596
Financial assets designated at
fair value 640 152 247 5 1,044
— treasury and other
eligible bills 3 - - - 3
— debt securities 637 152 193 5 987
— loans and advances to
banks - - 54 - 54
Derivatives 150,733 28,532 8,015 456 187,736
Loans and advances held at
amortised cost 164,304 57,006 49,776 6,286 1,547 6,415 (2,820) 282,514
— loans and advances to
banks 19,541 3,612 2,020 92 - 17 (20) 25,262
- loans and advances to
customers 144,763 53,394 47,756 6,194 1,547 6,398 (2,800) 257,252
Reverse repurchase
agreement non-trading 31,177 5,856 3,891 1,021 - - - 41,945
Financial investments 63,823 6,340 2,197 1,410 - 1,415 - 75,185
— treasury and other
eligible bills 760 2,054 35 - - - - 2,849
— debt securities 63,063 4,286 2,162 1,410 — 1,415 — 72,336
Other assets 5,711 442 1,670 147 6 4 — 7,980
— endorsements and
acceptances 250 29 312 - - - - 591
— accrued income and
other 5,461 413 1,358 147 6 4 - 7,389
At 31 December 522,908 112,807 74,206 9,627 1,553 7,834 (2,820) 726,115
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The group
2013
Neither past due nor impaired
Past
Medium Sub- due not Impairment
Strong Good  Satisfactory Standard impaired Impaired  allowances Total
£m £m £m £m £m £m £m £m

Cash and balances at central

banks 67,584 - - - 67,584
Items in the course of

collection from other

banks 1,948 - - - 1,948
Trading assets 69,228 18,062 10,289 511 98,090
— treasury and other
eligible bills 1,182 1,267 174 - 2,623
— debt securities 45,892 7,145 2,991 386 56,414
— loans and advances to
banks 9,469 2,762 3,720 116 16,067
— loans and advances to
customers 12,685 6,888 3,404 9 22,986
Financial assets designated
at fair value 2,599 243 4,101 4 6,947
— treasury and other
eligible bills - - - - -
— debt securities 2,557 243 4,099 4 6,903
- loans and advances to
banks 42 - 2 - 44
Derivatives 109,827 20,714 6,186 512 137,239
Loans and advances held at
amortised cost 164,947 67,481 50,718 7,601 1,452 7,893 (3,357) 296,735
- loans and advances to
banks 17,414 3,188 2,235 173 - 24 (21) 23,013
— loans and advances to
customers 147,533 64,293 48,483 7,428 1,452 7,869 (3,336) 273,722
Reverse repurchase
agreements non-trading 45,743 10,225 4,345 1,212 - - - 61,525
Financial investments 63,005 5,662 2,122 1,731 - 1,504 - 74,024
— treasury and other
eligible bills 834 1,108 254 - - - - 2,196
— debt securities 62,171 4,554 1,868 1,731 - 1,504 - 71,828
Other assets 4,967 431 1,765 257 5 14 - 7,439
— endorsements and
acceptances 387 16 300 - - - - 703
— accrued income and
other 4,580 415 1,465 257 5 14 - 6,736
At 31 December 529,848 122,818 79,526 11,828 1,457 9,411 (3,357) 751,531
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The bank
2014
Neither past due nor impaired
Past
Medium Sub- due not Impairment
Strong Good  Satisfactory Standard impaired Impaired  allowances Total
£m £m £m £m £m £m £m £m

Cash and balances at central

banks 41,424 - - - 41,424
Items in the course of

collection from other

banks 630 - - - 630
Trading assets 40,700 9,004 5,858 296 55,858
— treasury and other
eligible bills 149 - 5 - 154
— debt securities 19,994 2,357 2,665 134 25,150
— loans and advances to
banks 9,611 1,640 1,718 70 13,039
- loans and advances to
customers 10,946 5,007 1,470 92 17,515
Financial assets designated
at fair value 1 - 8 - 9
— debt securities 1 - 8 - 9
— loans and advances to
banks - - - - -
Derivatives 127,251 25,372 7,185 424 160,232
Loans and advances held at
amortised cost 137,414 37,735 35,991 5,568 498 5,033 (1,792) 220,447
— loans and advances to
banks 12,045 1,948 3,204 816 - 777 (14) 18,776
- loans and advances to
customers 125,369 35,787 32,787 4,752 498 4,256 (1,778) 201,671
Reverse repurchase
agreements non-trading 28,768 3,958 2,645 1,020 - - - 36,391
Financial investments 44,387 2,900 382 59 - 273 - 48,001
— treasury and other
similar bills 183 1,895 3 - - - - 2,081
— debt securities 44,204 1,005 379 59 - 273 - 45,920
Other assets 5,125 401 599 - - 1 - 6,126
— endorsements and
acceptances 51 19 294 - - - - 364
— accrued income and
other 5,074 382 305 - - 1 - 5,762
At 31 December 425,700 79,370 52,668 7,367 498 5,307 (1,792) 569,118
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The bank
2013
Neither past due nor impaired
Past
Medium Sub- due not Impairment
Strong Good  Satisfactory  Standard impaired Impaired  allowances Total
£m £m £m £m £m £m £m £m

Cash and balances at central

banks 60,996 - - - 60,996
Items in the course of

collection from other

banks 1,374 - - - 1,374
Trading assets 48,701 10,837 6,833 494 66,865
— treasury and other
eligible bills 532 - 111 - 643
— debt securities 23,779 2,424 2,232 386 28,821
— loans and advances to
banks 12,657 1,960 1,852 99 16,568
- loans and advances to
customers 11,733 6,453 2,638 9 20,833
Financial assets designated
at fair value 2 - 3,981 - 3,983
— debt securities 2 - 3,981 - 3,983
— loans and advances to
banks - - - - -
Derivatives 88,217 18,499 5,443 464 112,623
Loans and advances held at
amortised cost 136,948 48,296 37,563 6,661 562 6,072 (2,203) 233,899
— loans and advances to
banks 9,155 1,678 3,850 918 - 747 (16) 16,332
- loans and advances to
customers 127,793 46,618 33,713 5,743 562 5,325 (2,187) 217,567
Reverse repurchase
agreements non-trading 35,332 8,272 3,034 1,209 - - - 47,847
Financial investments 42,756 1,151 534 43 - 110 - 44,594
— treasury and other
similar bills 628 1,099 200 - - - - 1,927
— debt securities 42,128 52 334 43 - 110 - 42,667
Other assets 3,775 390 554 3 - - — 4,722
— endorsements and
acceptances 44 7 292 - - - - 343
— accrued income and
other 3,731 383 262 3 - - - 4,379
At 31 December 418,101 87,445 57,942 8,874 562 6,182 (2,203) 576,903

a7
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Past due but not impaired gross financial instruments accordance with the contractual terms of their facilities,

they have not met the impaired loan criteria described

Past due but not impaired are those loans where
below.

although customers have failed to make payments in

Ageing analysis of days past due but not impaired gross financial instruments

(Audited)
The group
Up to 30-59 60-89 90-179 Over
29 days days days days 180 days Total
£m £m £m £m £m £m
At 31 December 2014
Loans and advances held at amortised cost 1,202 230 112 2 1 1,547
Personal 466 183 95 - - 744
Corporate and commercial 733 46 17 2 1 799
Financial 3 1 — _ _ 4
Other assets 3 1 - - 2 6
1,205 231 112 2 3 1,553
At 31 December 2013
Loans and advances held at amortised cost 1,044 244 150 9 5 1,452
Personal 470 200 110 - - 780
Corporate and commercial 567 40 40 9 5 661
Financial 7 4 _ _ _ 11
Other assets 3 1 - - 1 5
1,047 245 150 9 6 1,457
The bank
Up to 30-59 60-89 90-179 Over
29 days days days days 180 days Total
£m £m £m £m £m £m
At 31 December 2014
Loans and advances held at amortised cost 320 109 69 - - 498
Personal 295 104 66 - - 465
Corporate and commercial 25 5 3 - - 33
Financial - — - — - _
Other assets - - - - -
320 109 69 - - 498
At 31 December 2013
Loans and advances held at amortised cost 351 129 82 - - 562
Personal 347 127 81 - - 555
Corporate and commercial 4 2 1 - - 7
Financial - - - - - -
Other assets - - - - _
351 129 82 - - 562

Impaired loans
(Audited)

Impaired loans and advances are those that meet any of
the following criteria:

wholesale loans and advances classified as Customer
Risk Rating (‘CRR’) 9 or CRR 10. These grades are
assigned when the bank considers that either the
customer is unlikely to pay its credit obligations in full,
without recourse to security, or when the customer is
more than 90 days on any material credit obligation
to HSBC.

retail loans and advances classified as Expected Loss
(‘EL’) 9 or EL 10. These grades are assigned to retail
loans and advances greater than 90 days past due
unless individually they have been assessed as not
impaired.

renegotiated loans and advances that have been
subject to a change in contractual cash flows as a
result of a concession which the lender would not
otherwise consider, and where it is probable that
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without the concession the borrower would be
unable to meet the contractual payment obligations
in full, unless the concession is insignificant and there
are no other indicators of impairment. Renegotiated
loans remain classified as impaired until there is
sufficient evidence to demonstrate a significant
reduction in the risk of non-payment of future

cash flows, and there are no other indicators of
impairment.

For loans that are assessed for impairment on a

collective basis, the evidence to support reclassification
as no longer impaired typically comprises a history of
payment performance against the original or revised
terms, depending on the nature and volume of
renegotiation and the credit risk characteristics
surrounding the renegotiation. For loans that are
assessed for impairment on an individual basis, all
available evidence is assessed on a case-hy-case basis.



HSBC BANK PLC

Report of the Directors: Risk (continued)

Impaired loans and advances to customers and banks by industry sector

(Audited)
2014 2013
Individually ~ Collectively Individually ~ Collectively

assessed assessed Total assessed assessed Total
£m £m £m £m £m £m
Banks 17 - 17 24 - 24
Customers 5,487 911 6,398 6,847 1,022 7,869
Personal 683 878 1,561 735 1,003 1,738
Corporate and commercial 4,619 33 4,652 5,789 19 5,808
Financial 185 - 185 323 — 323
At 31 December 5,504 911 6,415 6,871 1,022 7,893

Renegotiated loans and forbearance
(Audited)

The contractual terms of a loan may be modified for

a number of reasons, including changes in market
conditions, customer retention and other factors not
related to the current or potential credit deterioration of
a customer. ‘Forbearance’ describes concessions made
on the contractual terms of a loan in response to an
obligor’s financial difficulties. We classify and report
loans on which concessions have been granted under
conditions of credit distress as ‘renegotiated loans’ when
their contractual payment terms have been modified,
because we have significant concerns about the
borrowers’ ability to meet contractual payments when
due. On renegotiation, where the existing agreement is
cancelled and a new agreement is made on substantially
different terms, or if the terms of an existing agreement
are modified, such that the renegotiated loan is
substantially a different financial instrument, the loan
would be derecognised and recognised as a new loan,
for accounting purposes. However, the newly recognised
financial asset will retain the renegotiated loan
classification. Concessions on loans made to customers
which do not affect the payment structure or basis

of repayment, such as waivers of financial or security
covenants, do not directly provide concessionary relief to
customers in terms of their ability to service obligations
as they fall due and are therefore not included in this
classification.

For retail lending, our credit risk management policy sets
out restrictions on the number and frequency of
renegotiations, the minimum period an account must
have been opened before any renegotiation can be
considered and the number of qualifying payments that
must be received. The application of this policy varies
according to the nature of the market, the product and
the management of customer relationships through the
occurrence of exceptional events.

Credit quality classification of renegotiated loans
(Audited)

Under IFRSs, an entity is required to assess whether
there is objective evidence that financial assets are
impaired at the end of each reporting period. A loan is
impaired and an impairment allowance is recognised
when there is objective evidence of a loss event that has
an effect on the cash flows of the loan which can be
reliably estimated. Granting a concession to a customer
that we would not otherwise consider, as a result of their
financial difficulty, is objective evidence of impairment
and impairment losses are measured accordingly.

A renegotiated loan is presented as impaired when:
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there has been a change in contractual cash flows as a
result of a concession which the lender would
otherwise not consider, and

it is probable that without the concession, the
borrower would be unable to meet contractual
payment obligations in full.

This presentation applies unless the concession is in-
significant and there are no other indicators of
impairment.

The renegotiated loan will continue to be disclosed as
impaired until there is sufficient evidence to
demonstrate a significant reduction in the risk of non-
payment of future cash flows, and there are no other
indicators of impairment. For loans that are assessed for
impairment on a collective basis, the evidence typically
comprises a history of payment performance against the
original or revised terms, as appropriate to the
circumstances. For loans that are assessed for
impairment on an individual basis, all available evidence
is assessed on a case-by-case basis.

For retail lending the minimum period of payment
performance required depends on the nature of loans in
the portfolio, but is typically not less than six months.
Where portfolios have more significant levels of
forbearance activity the minimum repayment
performance period required may be substantially more.
Payment performance periods are monitored to ensure
they remain appropriate to the levels of recidivism
observed within the portfolio. These performance
periods are in addition to a minimum of two payments
which must be received within a 60-day period for the
customer to initially qualify for the renegotiation. The
qualifying payments are required in order to
demonstrate that the renegotiated terms are sustainable
for the borrower. For corporate and commercial loans,
which are individually assessed for impairment and
where non-monthly payments are more commonly
agreed, the history of payment performance will depend
on the underlying structure of payments agreed as part
of the restructuring.

Renegotiated loans are classified as unimpaired where
the renegotiation has resulted from significant concern
about a borrower’s ability to meet their contractual
payment terms but the renegotiated terms are based on
current market rates and contractual cash flows are
expected to be collected in full following the
renegotiation. Unimpaired renegotiated loans also
include previously impaired renegotiated loans that have
demonstrated satisfactory performance over a period of
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time or have been assessed based on all available
evidence as having no remaining indicators of
impairment.

Loans that have been identified as renegotiated retain
this designation until maturity or derecognition. When a
loan is restructured as part of a forbearance strategy and
the restructuring results in derecognition of the existing
loan, such as in some debt consolidations, the new loan
is disclosed as renegotiated. When determining whether
a loan that is restructured should be derecognised and a
new loan recognised, we consider the extent to which
the changes to the original contractual terms result in
the renegotiated loan, considered as a whole, being a
substantially different financial instrument. The following
are examples of circumstances that are, individually or in
aggregate, likely to result in this test being met and
derecognition accounting being applied:

an uncollateralised loan becomes fully collateralised;
the addition or removal of cross-collateralisation
provisions;

removal or addition of conversion features attached
to the loan agreement;

a change in the currency in which the principal or
interest is denominated;

a change in the liquidation preference or ranking of
the instrument; or

the contract is altered in any other manner so that
the terms under the new or modified contract are
substantially different from those under the original
contract.

The following are examples of factors that we consider
may indicate that the revised loan is a substantially
different financial instrument, but are unlikely to be
conclusive in themselves:

changes in guarantees or loan covenants provided;
less significant changes to collateral arrangements; or
the addition of repayment provisions or prepayment
premium clauses.

Renegotiated loans and advances to customers
(Audited)

Renegotiated loans and recognition of impairment
allowances
(Audited)

For retail lending, renegotiated loans are segregated
from other parts of the loan portfolio for collective
impairment assessment to reflect the higher rates of
losses often encountered in these segments. When
empirical evidence indicates an increased propensity to
default and higher losses on such accounts, the use of
roll rate methodology ensures these factors are taken
into account when calculating impairment allowances by
applying roll rates specifically calculated on the pool of
loans subject to forbearance. When the portfolio size is
small or when information is insufficient or not reliable
enough to adopt a roll-rate methodology, a basic
formulaic approach based on historical loss rate
experience is used. As a result of our roll-rate
methodology, we recognise collective impairment
allowances on homogeneous groups of loans, including
renegotiated loans, where there is historical evidence
that there is a likelihood that loans in these groups will
progress through the various stages of delinquency, and
ultimately prove irrecoverable as a result of events
occurring before the balance sheet date. This treatment
applies irrespective of whether or not those loans are
presented as impaired in accordance with our impaired
loans disclosure convention. When we consider that
there are additional risk factors inherent in the portfolios
that may not be fully reflected in the statistical roll rates
or historical experience, these risk factors are taken into
account by adjusting the impairment allowances derived
solely from statistical or historical experience.

In the corporate and commercial sectors, renegotiated
loans are typically assessed individually. Credit risk
ratings are intrinsic to the impairment assessment. A
distressed restructuring is classified as an impaired loan.
The individual impairment assessment takes into account
the higher risk of the non-payment of future cash flows
inherent in renegotiated loans.

The following table shows the group’s holdings of
renegotiated loans and advances to customers by
industry sector and credit quality classification.

2014 2013
Neither Neither
past  Pastdue past Past due
due nor but not due nor but not
impaired  impaired  Impaired Total impaired impaired Impaired Total
£m £m £m £m £m £m £m £m
Residential Mortgages 339 142 548 1,029 399 150 551 1,100
Other personal lending 102 26 64 192 144 23 85 252
Commercial real estate 378 1 875 1,254 396 23 1,148 1,567
Corporate and commercial 509 42 1,703 2,254 690 94 2,045 2,829
Financial 140 - 124 264 56 - 86 142
Total renegotiated loans and advances
at 31 December 1,468 211 3,314 4,993 1,685 290 3,915 5,890
Impairment allowance on renegotiated
loans (930) (1,128)
- renegotiated loans and advances as a
% of total gross loans 1.77% 1.98%
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Impairment of loans and advances

(Audited)
The tables below analyses the loan impairment charges individually assessed or collectively assessed, and
for the year and the impairment allowances recognised collective impairment allowances on loans and
for impaired loans and advances that are either advances classified as not impaired.

Loan impairment charge to the income statement by industry sector

(Unaudited)
2014 2013
£m £m
Personal 148 215
- residential mortgages (45) 9)
- other personal 193 224
Corporate and commercial 472 921
— manufacturing and international trade and services 306 518
—commercial real estate and other property-related 50 276
— other commercial 116 127
Financial 27 (34)
Total loan impairment charge at 31 December 647 1,102
Individually assessed impairment allowances 363 859
—new allowances 656 1,148
- release of allowances no longer required (288) (257)
— recoveries of amounts previously written off (5 (32)
Collectively assessed impairment allowances 284 243
—new allowances net of allowance releases 460 617
— recoveries of amounts previously written off (176) (374)
Total loan impairment charge at 31 December 647 1,102
Movement in impairment allowances on loans and advances to customers and banks
(Audited)
The group
Banks Customers
Individually Individually Collectively
assessed assessed assessed Total
£m £m £m £m
Impairment allowance at 1 January 2014 21 2,402 934 3,357
Amounts written off 1) (827) (457) (1,285)
Recoveries of loans and advances written off in previous years - 5 176 181
Loan impairment charge 2 361 284 647
Exchange and other movements (2) (67) (11) (80)
At 31 December 2014 20 1,874 926 2,820
Impairment allowance on loans and advances 1,874 926 2,800
- personal 186 511 697
- corporate and commercial 1,572 389 1,961
- financial 116 26 142
as a percentage of gross loans and advances® 0.08% 0.72% 0.36% 0.99%
Impairment allowance at 1 January 2013 24 2,327 919 3,270
Amounts written off ?3) (822) (561) (1,386)
Recoveries of loans and advances written off in previous years - 32 374 406
Loan impairment charge - 859 243 1,102
Exchange and other movements - 6 (41) (35)
At 31 December 2013 21 2,402 934 3,357
Impairment allowance on loans and advances 2,402 934 3,336
- personal 256 585 841
- corporate and commercial 1,947 341 2,288
- financial 199 8 207
as a percentage of gross loans and advances® 0.09% 0.87% 0.34% 1.12%

1 Net of reverse repo transactions, settlement accounts and stock borrowings.
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The bank

Impairment allowance at 1 January 2014

Amounts written off

Recoveries of loans and advances written off in previous years
Loan impairment charge

Exchange and other movements

At 31 December 2014

Impairment allowance on loans and advances
- personal
- corporate and commercial
- financial

as a percentage of gross loans and advances®

Impairment allowance at 1 January 2013

Amounts written off

Recoveries of loans and advances written off in previous years
Loan impairment charge

Exchange and other movements

At 31 December 2013

Impairment allowance on loans and advances
- personal
- corporate and commercial
- financial

as a percentage of gross loans and advances®

1 Net of reverse repo transactions, settlement accounts and stock borrowings.

Wholesale lending

Total wholesale lending
(Unaudited)

Corporate and commercial (A)
—manufacturing
—international trade and services
—commercial real estate
— other property-related
- government
— other commercial

Financial (non-bank financial institutions) (B)
Loans and advances to banks (C)

Gross loans at 31 December (D)

Impairment allowances on wholesale lending
Corporate and commercial (a)
—manufacturing
—international trade and services
— commercial real estate
— other property-related
—government
— other commercial
Financial (non-bank financial institutions) (b)
Loans and advances to banks (c)
Impairment allowances at 31 December (d)
(a) as a percentage of (A)
(b) as a percentage of (B)
(c) as a percentage of (C)
(d) as a percentage of (D)
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Banks Customers
Individually Individually Collectively
assessed assessed assessed Total
£m £m £m £m
16 1,648 539 2,203
(1) (668) (255) (924)
- 13 130 143
- 212 146 358
(1) 14 (1) 12
14 1,219 559 1,792
1,219 559 1,778
86 239 325
1,035 299 1,334
98 21 119
0.08% 0.60% 0.27% 0.81%
19 2,325 599 2,943
(3) (1,438) (473) (1,914)
- 32 331 363
- 717 76 793
— 12 6 18
16 1,648 539 2,203
1,648 539 2,187
129 301 430
1,362 235 1,597
157 3 160
0.10% 0.75% 0.25% 0.93%
2014 2013
£m £m
135,932 145,382
25,271 33,826
48,732 45,750
17,899 18,755
4,572 4,421
1,452 2,020
38,006 40,610
16,730 22,537
25,282 23,034
177,944 190,953
(1,961) (2,288)
(305) (371)
(562) (736)
(584) (676)
(130) (162)
(@) @
(378) (342)
(142) (207)
(20) (21)
(2,123) (2,516)
1.44% 1.57%
0.85% 0.92%
0.08% 0.09%
1.19% 1.32%
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Commercial real estate lending
(Unaudited)

Commercial real estate lending includes the financing of
corporate, institutional and high net worth individuals
investing primarily in income producing assets and, to a

lesser extent construction and development of the same.

The business focusses mainly on traditional core asset
classes such as retail, offices, light industrial and
residential building projects.

Refinance risk in commercial real estate

Commercial real estate lending tends to require the
repayment of a significant proportion of the principal at
maturity. Typically, a customer will arrange repayment
through the acquisition of a new loan to settle the
existing debt. Refinance risk is the risk that a customer,
being unable to repay their debt on maturity, is unable
to refinance the debt at commercial rates. We monitor
our commercial real estate portfolio closely, assessing
those drivers that may indicate potential issues with
refinancing. The principal driver is the vintage of the
loan, when origination reflected previous market norms
which no longer apply in the current market. Examples
might be higher loan-to-value (‘LTV’) ratios and/or lower
interest cover ratios. The range of refinancing sources in
the local market is also an important consideration, with
risk increasing when lenders are restricted to banks and
when bank liquidity is limited. In addition, underlying
fundamentals such as the reliability of tenants, the
ability to let and the condition of the property are
important, as they influence property values.

Across the group’s commercial real estate portfolios the
behaviour of markets and the quality of assets did not
cause undue concern in 2014.

At 31 December 2014, the UK business had £14.0 billion
of commercial real estate loans, of which £3.8 billion
were due to be refinanced within the next 12 months.
Within these balances, cases subject to close monitoring
within the Loan Management unit amounted to £1.3
billion; £0.8 billion were impaired, against which
impairment allowances of £0.4 billion have been raised.
Where these loans are not considered impaired it is
because there is no evidence to indicate that all
contractual cash flows will not be recovered or that the
loans will need to be refinanced on terms the group
would consider below market norms.

Collateral on loans and advances

Itis the group’s practice to lend on the basis of the
customer’s ability to meet their obligations out of their
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cash flow resources rather than rely on the value of
security offered. Depending on the customer’s standing
and the type of product, facilities may be provided
unsecured. For other lending a charge over collateral is
obtained and considered in determining the credit
decision and pricing. In the event of a default, the group
may utilise the collateral as a source of repayment.
Depending on its form, collateral can have a significant
financial effect in mitigating exposure to credit risk.

Collateral held is analysed separately for commercial real
estate and for other corporate and commercial and
financial (non-bank) lending. This reflects the differing
nature of collateral held on these portfolios. In each
case, the analysis includes off-balance sheet
commitments.

The collateral measured in the tables below consists of
fixed first charges on real estate and charges over cash
and marketable financial instruments. The values in the
tables represent the expected market value on an open
market basis; no adjustment has been made to the
collateral for any expected costs of recovery. Cash is
valued at its nominal value and marketable securities at
their fair value. The LTV ratios presented are calculated
by directly associating loans and advances with the
collateral that individually and uniquely supports each
facility. Where collateral assets are shared by multiple
loans and advances, whether specifically or, more
generally, by way of an all monies charge, the collateral
value is pro- rated across the loans and advances
protected by the collateral. Other types of collateral
which are commonly taken for corporate and
commercial lending such as unsupported guarantees and
floating charges over the assets of a customer’s business
are not measured in the tables below. While such
mitigants have value, often providing rights in
insolvency, their assignable value is not sufficiently
certain and they are therefore assigned no value for
disclosure purposes.

The value of commercial real estate collateral is
determined by using a combination of professional and
internal valuations and physical inspections. Due to the
complexity of valuing collateral for commercial real
estate, local valuation policies determine the frequency
of review on the basis of local market conditions.
Revaluations are sought with greater frequency as
concerns over the performance of the collateral or the
direct obligor increase.
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Commercial real estate loans and advances including loan commitments by level of collateral
(Audited)

2014 2013
£m £m
Rated CRR 1to 7
Not collateralised 3,433 2,943
Fully collateralised 16,414 14,418
Partially collateralised 888 1,611
- collateral value 662 | | 1,105
20,735 18,972
Rated CRR' 8 to 10
Not collateralised 260 408
Fully collateralised 1,001 1,132
LTV ratio less than 50% 91 250
- 51% to 75% 522 485
- 76% to 90% 193 232
- 90% to 100% 195 165
Partially collateralised 929 1,315
- collateral value 616 | | 947
2,190 2,855
Total at 31 December 22,925 21,827
1 Customer risk rating (‘CRR’). See page 43 for further information.
Other corporate, commercial and financial (non-bank) refreshed when an obligor’s general credit performance

deteriorates and we have to assess the likely
performance of secondary sources of repayment should
it prove necessary to rely on them.

Other Corporate, commercial and financial (non-bank) is
analysed separately below reflecting the difference in
collateral held on the portfolios. For financing activities

in corporate and commercial lending that are not The following table shows corporate, commercial and
predominantly commercial real estate-oriented, financial (non-bank) lending including off balance sheet
collateral value is not strongly correlated to principal loan commitments by level of collateralisation.

repayment performance. Collateral values are generally

Other corporate, commercial and financial (non-bank) loans and advances including loan commitments by level of
collateral rated CRR/EL 8 to 10 only

(Audited)
2014 2013
£m £m
Not collateralised 4,001 3,397
Fully collateralised 797 473
- LTV ratio less than 50% 184 101
-51% to 75% 275 158
- 76% to 90% 140 108
- 90% to 100% 198 106
Partially collateralised 468 819
- collateral value | 249 || 415
Total at 31 December 5,266 4,689
Loans and advances to banks collateral. The collateral used in the assessment relates
(Audited) primarily to cash and marketable securities. This analysis
The following table shows loans and advances to banks excludes reverse repo balances.

including off-balance sheet loan commitments by level of
Loans and advances to banks including loan commitments by level of collateral

(Audited)
2014 2013
£m £m
Not collateralised 25,607 21,928
Fully collateralised 67 1,499
Partially collateralised 3 41
- collateral value 2 | | 2
Total at 31 December 25,677 23,468
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Other credit risk exposures

In addition to collateralised lending, other credit
enhancements are employed and methods used to
mitigate credit risk arising from financial assets. These
are described in more detail below:

some securities issued by governments, banks and
other financial institutions benefit from additional
credit enhancement provided by government
guarantees that cover the assets;

debt securities issued by corporates are primarily
unsecured;

debt securities issued by banks and financial
institutions include ABSs and similar instruments
which are supported by underlying pools of financial
assets. Credit risk associated with ABSs is reduced
through the purchase of CDS protection;

trading assets include loans and advances held with
trading intent. These mainly consist of cash collateral
posted to satisfy margin requirements on derivatives,
settlement accounts, reverse repos and stock
borrowing. There is limited credit risk on cash
collateral posted since in the event of default of the
counterparty these would be set off against the
related liability. Reverse repos and stock borrowing
are by their nature collateralised; and

The group’s maximum exposure to credit risk includes
financial guarantees and similar arrangements that
we issue or enter into, and loan commitments that
we are irrevocably committed to. Depending on the
terms of the arrangement, we may have recourse to
additional credit mitigation in the event that a
guarantee is called upon or a loan commitment is
drawn and subsequently defaults.

Derivatives

HSBC participates in transactions exposing it to
counterparty credit risk. Counterparty credit risk is the
risk of financial loss if the counterparty to a transaction
defaults before completing the satisfactory settlement of
the transaction, which varies in value by reference to a
market factor such as interest rate, exchange rate or
asset price. It arises principally from OTC derivatives and
SFTs and is calculated in both the trading and non-
trading books. Transactions vary in value by reference to
a market factor such as interest rate, exchange rate or
asset price. The counterparty risk from derivative
transactions is taken into account when reporting the
fair value of derivative positions. The adjustment to the
fair value is known as the credit value adjustment
(‘CVA)).

The International Swaps and Derivatives Association
(‘ISDA’) Master Agreement is the group’s preferred
agreement for documenting derivatives activity. It
provides the contractual framework within which dealing
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activity across a full range of over-the-counter products
is conducted, and contractually binds both parties to
apply close-out netting across all outstanding
transactions covered by an agreement if either party
defaults or other pre-agreed termination events occur. It
is common, and the group’s preferred practice, for the
parties to execute a Credit Support Annex (‘CSA’) in
conjunction with the ISDA Master Agreement. Under a
CSA, collateral is passed between the parties to mitigate
the market-contingent counterparty risk inherent in the
outstanding positions.

We manage the counterparty exposure arising from
market risk on our OTC derivative contracts by using
collateral agreements with counterparties and netting
agreements. Currently, we do not actively manage our
general OTC derivative counterparty exposure in the
credit markets, although we may manage individual
exposures in certain circumstances.

HSBC has historically placed strict policy restrictions on
collateral types and as a consequence the types of
collateral received and pledged are, by value, highly
liquid and of a strong quality, being predominantly cash.

Where a collateral type is required to be approved
outside the collateral policy (which includes collateral
that includes wrong way risks), a submission to the
Documentation Approval Committee (‘DAC’) for approval
is required. The DAC requires the participation and sign-
off of senior representatives from the Global Markets
Chief Operating Officer, Legal and Risk.

The majority of the counterparties with whom we have a
collateral agreement are European. The majority of the
group’s CSAs are with financial institutional clients.

Reverse repos — non trading

Following the change in balance sheet presentation
explained on page 155, non-trading reverse repos are
presented separately on the face of the balance sheet
and are no longer included in ‘Loans and advances to
customers’ and ‘Loans and advances to banks’.

Comparative data have been re-presented accordingly.
As a result, any analysis in the Credit Risk section that
references loans and advances to customers or banks
excludes non-trading reverse repos to customers or
banks, respectively. For reference, the amount of non-
trading reverse repos to customers and banks is set out
below.

Reverse repos — non trading

(Audited)
2014 2013
£m £m
With customers 19,468 31,310
With banks 22,477 30,215
31 December 41,945 61,525
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Personal lending

Total personal lending
(Unaudited)

We provide a broad range of secured and unsecured
personal lending products to meet customer needs.
Personal lending includes advances to customers for
asset purchases such as residential property where the
loans are secured by the assets being acquired. We also
offer loans secured on existing assets, such as first

Total personal lending

Residential mortgage lending (A)
Of which:
— Interest-only (including endowment) mortgages
— Affordability mortgages, including adjustable rate mortgages
Other personal lending (B)
— personal loans and overdrafts
— credit cards
—motor vehicle finance
Total gross loans at 31 December 2014 (C)
Impairment allowances on personal lending
Residential mortgages (a)
Other personal lending (b)
— personal loans and overdrafts
— credit cards
—motor vehicle finance
Total impairment allowances at 31 December 2014 (c)
(a) as a percentage of A
(b) as a percentage of B
(c) as a percentage of C

Residential mortgage lending (D)
Of which:
— Interest-only (including endowment) mortgages
— Affordability mortgages, including adjustable rate mortgages
Other personal lending (E)
— personal loans and overdrafts
— credit cards
—motor vehicle finance
Total gross loans at 31 December 2013 (F)
Impairment allowances on personal lending
Residential mortgages (d)
Other personal lending (e)
— personal loans and overdrafts
— credit cards
—motor vehicle finance
Total impairment allowances at 31 December 2013 (f)
(d) as a percentage of D
(e) as a percentage of E
(f) as a percentage of F

Mortgage lending

We offer a wide range of mortgage products designed to
meet customer needs, including capital repayment,
interest-only, affordability and offset mortgages. Group
credit policy prescribes the range of acceptable
residential property LTV thresholds with the maximum
upper limit for new loans set between 75% and 95%.
Specific LTV thresholds and debt-to-income ratios are
managed at regional and country levels and, although
the parameters must comply with Group policy, strategy
and risk appetite, they differ in the various locations in
which we operate to reflect the local economic and
housing market conditions, regulations, portfolio
performance, pricing and other product features.
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charges on residential property, and unsecured lending
products such as overdrafts, credit cards and payroll
loans. The following table shows the levels of personal
lending products in the various portfolios in the UK and
the rest of Europe.

Continental
UK Europe Total
£m £m £m
79,066 3,941 83,007
27,984 29 28,013
- 216 216
13,489 10,894 24,383
6,655 9,411 16,066
6,834 1,479 8,313
- 4 4
92,555 14,835 107,390
(155) (41) (196)
(209) (292) (501)
(145) (132) 277)
(64) (159) (223)
- 1) 1)
(364) (333) (697)
0.20% 1.04% 0.24%
1.55% 2.68% 2.05%
0.39% 2.24% 0.65%
£m £m £m
79,955 3,927 83,882
29,585 33 29,618
1 306 307
13,860 11,397 25,257
6,916 9,565 16,481
6,944 1,825 8,769
- 7 7
93,815 15,324 109,139
(222) (43) (265)
(274) (302) (576)
(194) (136) (330)
(80) (164) (244)
- @ @
(496) (345) (841)
0.28% 1.09% 0.32%
1.97% 2.65% 2.28%
0.53% 2.25% 0.77%

Other personal lending

Other personal lending consists primarily of credit cards
and personal loans, both of which are generally
unsecured.

Collateral and other credit enhancements held
(Audited)

The tables below show residential mortgage lending
including off-balance sheet loan commitments by level of
collateral. They provide a quantification of the value of
fixed charges we hold over borrowers’ specific assets
where we have a history of enforcing, and are able to
enforce, collateral in satisfying a debt in the event of the
borrower failing to meet its contractual obligations, and
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where the collateral is cash or can be realised by sale in
an established market. The LTV ratio is calculated as the
gross on-balance sheet carrying amount of the loan and
any off-balance sheet loan commitment at the balance
sheet date divided by the value of collateral. The value of
collateral is determined using professional valuations
and house price indices. The collateral valuation excludes
any adjustments for obtaining and selling the collateral
and, in particular, loans shown as not collateralised or

Residential mortgage loans including loan commitments by level of collaterals

(Audited)
The group

Non-impaired loans and advances
Fully collateralised

Less than 50% LTV

51% to 75% LTV

76% to 90% LTV

91% to 100% LTV

Partially collateralised
greater than 100% LTV
- collateral value

Impaired loans and advances
Fully collateralised

Less than 50% LTV

51% to 75% LTV

76% to 90% LTV

91% to 100% LTV

Partially collateralised
greater than 100% LTV
- collateral value

At 31 December
The bank

Non-impaired loans and advances
Fully collateralised

Less than 50% LTV

51% to 75% LTV

76% to 90% LTV

91% to 100% LTV

Partially collateralised
greater than 100% LTV
- collateral value

Impaired loans and advances
Fully collateralised

Less than 50% LTV

51% to 75% LTV

76% to 90% LTV

91% to 100% LTV

Partially collateralised
greater than 100% LTV
- collateral value

At 31 December
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partially collateralised may also benefit from other forms
of credit mitigants. Valuations must be updated on a
regular basis and, as a minimum, at intervals of every
three years. More frequent re-valuations are conducted
where market conditions or portfolio performance are
subject to significant change or where a loan is identified
and assessed as impaired.

2014 2013
£m £m
86,200 87,422
41,643 32,500
35,751 39,893
7,606 13,068
1,200 1,961
278 853
199 || 516
585 827
148 147
268 212
105 194
64 214
31 64
26 || 55
87,094 89,166
2014 2013
£m £m
80,872 82,749
39,984 31,066
33,196 37,466
7,087 12,510
605 1,707
182 689
125 || 432
421 615
112 124
193 237
89 182
27 72
24 55
19 || 47
81,499 84,108
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Securitisation exposures and other
structured products
(Audited)

This section contains information about our exposure to
asset-backed securities (‘ABSs’), some of which are held
through consolidated structured entities and
summarised in the table below.

Also included within this section is information on the
Global Banking and Markets legacy credit activities in
respect of Solitaire and the securities investment
conduits (‘SICs’).

Analysis of asset-backed securities

For further information on structured entities please
refer to note 36.

Overall exposure
Carrying amount*

2014 2013
£bn £bn

Asset-backed securities
Fair value through profit and loss 2 5
Available for sale 12 14

Held to maturity

Loans and receivables 1 2
At 31 December* 15 21

1 Carrying amount of the Gross Principal exposure

(Audited)
Of which
Gross Gross Net held through
principal principal principal Carrying consolidated
exposure!  protection?  exposure®®  Amount*® SEs
£m £m £m £m £m
Mortgage-related assets:
— Sub-prime residential 2,609 - 2,609 2,211 1,331
— US Alt-A residential 2,723 — 2,723 1,965 1,547
— Other residential 1,517 - 1,517 1,454 418
— Commercial property 3,276 - 3,276 3,050 1,831
Leveraged finance-related assets: 2,555 - 2,555 2,503 1,621
Student loan-related assets: 2,792 64 2,728 2,382 2,107
Other assets: 2,303 384 1,919 1,490 486
At 31 December 2014 17,775 448 17,327 15,055 9,341
Mortgage-related assets:
— Sub-prime residential 2,583 - 2,583 2,080 1,683
— US Alt-A residential 3,204 — 3,204 2,083 1,770
— Other residential 2,234 - 2,234 1,608 915
— Commercial property 4,273 - 4,273 3,899 3,113
Leveraged finance-related assets: 3,301 - 3,301 3,196 2,607
Student loan-related assets: 2,876 60 2,816 2,329 2,114
Other assets: 6,786 4,585 2,201 1,587 598
At 31 December 2013 25,257 4,645 20,612 16,782 12,800

1 The gross principal is the redemption amount on maturity or, in the case of an amortising instrument, the sum of the future redemption

amounts through the residual life of the security.

2 Gross principal of the underlying instrument that is protected by credit default swaps (‘CDSs’) or by matching liabilities.

3 Net principal exposure is the value of gross principal amount of assets that are not protected by CDSs or by matching liabilities. It includes
assets that benefit from monoline protection, except where this protection is purchased with a CDS.

4 Carrying amount of the Net Principal exposure. As at 31 December 2014 the carrying amount of the Gross Principal Exposure is

£ 15,471 million (2013: £21,367 million).

5 The asset backed securities are primarily US dollar (‘USD’) denominated. Principal and carrying amounts are converted into sterling (‘GBP’) at
the prevailing exchange rates at 31 December (2014: 1GBP: USD 1.5587; 2013: 1GBP: USD 1.6531).

Included in the above table are securities with a carrying
amount of £ 4,205 million (2013: £7,364 million) held
through the SICs, excluding Solitaire, that are
consolidated by the group. Although the group includes
these assets in full on its balance sheet, significant first
loss risks are borne by the third party capital notes
investors. The carrying amount of the capital notes
liability at the year ended 31 December 2014 was £241
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million (2013: £276 million). The available-for-sale
reserve movement in relation to these ABSs for the year
was a decrease of £68 million (2013: decrease of £358
million). The impairment write-back attributed to the
group for the year was £67 million (2013: write-back of
£13 million).
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Liquidity and funding risk

Liquidity risk is the risk that the group does not have
sufficient financial resources to meet its obligations as
they fall due, or will have access to such resources only
at an excessive cost. This risk principally arises from
mismatches in the timing of cash flows. Funding risk (a
form of liquidity risk) arises when the liquidity needed to
fund illiquid asset positions cannot be obtained on the
expected terms and when required.

The objective of the group’s liquidity and funding
management framework is to ensure that all foreseeable
funding commitments can be met when due, and that
access to the wholesale markets is co-ordinated and
cost-effective. To this end, the group maintains a
diversified funding base comprising core retail and
corporate customer deposits and institutional balances.
This is augmented with wholesale funding and portfolios
of highly liquid assets diversified by currency and
maturity that are held to enable the group to respond
quickly and smoothly to unforeseen liquidity
requirements.

The group requires its operating entities to maintain
strong liquidity positions and to manage the liquidity
profiles of their assets, liabilities and commitments with
the objective of ensuring that their cash flows are
balanced appropriately and that all their anticipated
obligations can be met when due. The group adapts its
liquidity and funding risk management framework in
response to changes in the mix of business that it
undertakes, and to changes in the nature of the markets
in which it operates. The group also seeks to
continuously evolve and strengthen its liquidity and
funding risk management framework.

The group employs a number of measures to monitor
liquidity risk. The group also manages its intra-day
liquidity positions so that it is able to meet payment and
settlement obligations on a timely basis. Payment flows
in real time gross settlement systems, expected peak
payment flows and large time-critical payments are
monitored during the day and the intra-day collateral
position is managed so that there is liquidity available to
meet payments.

The management of liquidity and funding is primarily
undertaken locally in the group’s operating entities in
compliance with policies and limits set by the Risk
Management Meeting (‘RMM’). These limits vary
according to the depth and liquidity of the market in
which the entities operate. It is the group’s general
policy that each banking entity should manage its
liquidity and funding risk on a standalone basis.
Exceptions are permitted for certain short-term treasury
requirements and start-up operations or for branches
which do not have access to local deposit markets. These
entities are funded from the group’s largest banking
operations and within clearly defined internal and
regulatory guidelines and limits. The limits place formal
restrictions on the transfer of resources between group
entities and reflect the range of currencies, markets and
time zones within which the group operates.

The group’s liquidity and funding management process
includes:

projecting cash flows by major currency under various
stress scenarios and considering the level of liquid
assets necessary in relation to these;

monitoring balance sheet liquidity and advances to
core funding ratios at both a consolidated and major
currency level against internal and regulatory
requirements;

maintaining a diverse range of funding sources with
back-up facilities;

managing the concentration and profile of debt
maturities;

managing contingent liquidity commitment exposures
within pre-determined caps;

maintaining debt financing plans;

monitoring depositor concentration in order to avoid
undue reliance on large individual depositors and
ensure a satisfactory overall funding mix; and

maintaining liquidity and funding contingency plans.
These plans identify early indicators of stress
conditions and describe actions to be taken in the
event of difficulties arising from systemic or other
crises, while minimising adverse long-term
implications for the business.

Primary sources of funding
(Audited)

Customer deposits in the form of current accounts and
savings deposits payable on demand or at short notice
form a significant part of our funding, and we place
considerable importance on maintaining their stability.
For deposits, stability depends upon maintaining
depositor confidence in our capital strength and
liquidity, and on competitive and transparent pricing.

We also access wholesale funding markets by issuing
senior secured and unsecured debt securities (publically
and privately) and borrowing from the secured repo
markets against high quality collateral, in order to obtain
funding for non-banking subsidiaries that do not accept
deposits, to align asset and liability maturities and
currencies and to maintain a presence in local wholesale
markets.

Liquidity and funding in 2014

(Unaudited)

The group maintained its liquidity position in 2014 and
continued to enjoy strong inflows of customer deposits
and maintained good access to wholesale markets. HSBC
UK recorded a decrease in its advances to core funding
(‘ACF’) ratio to 97 per cent at 31 December 2014 (2013:
100 per cent) mainly because core deposits increased
more than advances, and due to the reduction in legacy
assets.

Liquidity regulation

(Unaudited)

The European adoption of the Basel Committee
framework (legislative texts known as the Capital
Requirements Regulation and Directive — CRR/CRD IV)
was published in June 2013, and required the reporting
of the liquidity coverage ratio (‘LCR’) and the net stable
funding ratio (‘NSFR’) to European regulators from
January 2014, which was subsequently delayed until 30
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June 2014. A significant level of interpretation has been
required to report and calculate the LCR as defined in the
CRR text due to areas only addressed by the finalisation
of the LCR delegated act in Jan 2015. Although the Basel
Committee finalised the recommended calibration of the
NSFR in October 2014, the European calibration of NSFR
is still pending.

Management of liquidity and funding risk
(Audited)

HSBC’s liquidity and funding risk management
framework (‘LFRF’) employs two key measures to define,
monitor and control the liquidity and funding risk of our
operating entities. The advances to core funding ratio

is used to monitor the structural long-term funding
position, and the stressed coverage ratio, incorporating
Group-defined stress scenarios, is used to monitor the
resilience to severe liquidity stresses.

Inherent liquidity risk categorisation

The group categorises its operating entities into one of
two categories to reflect its assessment of their inherent
liquidity risk, considering political, economic and
regulatory factors within the operating entities’ host
country, and also factors specific to the entity itself, such
as the local footprint, market share, balance sheet
strength and control framework. This assessment is used
to determine the severity of the liquidity stress that the
group expects its operating entities to be able to
withstand.

Core deposits

A key element of our internal framework is the
classification of customer deposits into core and non-
core based on the expectation of their behaviour during
periods of liquidity stress. This characterisation takes
into account the inherent liquidity risk categorisation of
the operating entity originating the deposit, the nature
of the customer and the size and pricing of the deposit.
No deposit is considered to be core in its entirety unless
it is contractually collateralising a loan. The core deposit
base is considered to be a long-term source of funding
and therefore is assumed not to be withdrawn in the
liquidity stress scenario that we use to calculate our
principal liquidity risk metrics.
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The three filters considered in assessing whether a
deposit in any operating entity is core are:

price: any deposit priced significantly above market or
benchmark rates is generally treated as entirely non-
core;

size: depositors with total funds above certain
monetary thresholds are excluded. Thresholds are
established by considering the business line and
inherent liquidity risk categorisation; and

line of business: the element of any deposit remaining
after the application of the price and size filters is
assessed on the basis of the line of business with
which the deposit is associated. The proportion of any
customer deposit that can be considered core under
this filter is between 35 per cent and 90 per cent.

Repo transactions and bank deposits are not classified as
core deposits.

Advances to core funding ratio

The group emphasises the importance of core customer
deposits as a source of funds to finance lending to
customers and discourages reliance on short-term
wholesale funding. This is achieved by placing limits on
banking entities which restrict their ability to increase
loans and advances to customers without corresponding
growth in core customer deposits or long term debt
funding. This measure is referred to as the ‘advances to
core funding’ ratio.

ACF ratio limits are set by the RMM. The ratio describes
current loans and advances to customers as a
percentage of the total of core customer deposits and
term funding with a remaining term to maturity in excess
of one year. Non-trading reverse repurchase
arrangements, where the group receives securities which
are deemed to be liquid, are excluded from the advances
to core funding ratio.

ACF limits set for principal operating entities at 31
December 2014 ranged between 80 per cent and 120 per
cent. The table below shows the extent to which loans
and advances to customers in our principal banking
entities were financed by reliable and stable sources of
funding.
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Advances to core funding ratios
(Audited)

HSBC UK?
Year end
Maximum
Minimum
Average

HSBC France
Year end
Maximum
Minimum
Average

Total of other principal group entities®
Year end
Maximum
Minimum
Average

At 31 December
2014 2013
(%) (%)
97 100
102 107
97 100
100 104
101 108
108 114
100 98
103 106
82 93
92 97
76 92
84 94

1 This ratio measures loans and advances to customers as a percentage of the total of core customer deposits and term funding with a remaining
term to maturity in excess of one year. The lower the percentage, the stronger the funding position.

2 The HSBC UK entity shown comprises: HSBC Bank plc (including all overseas branches), Marks and Spencer Financial Services Limited, HFC Bank
Limited and HSBC Trust Company (UK) Limited and from 1 April 2013 Private Bank (UK) Limited. It is managed as a single operating entity, in

line with the application of UK liquidity regulation as agreed with the PRA.

3 Other principal entities are: HSBC Trinkaus & Burkhardt AG, HSBC Bank Malta plc and HSBC Bank A.S. (Turkey).

Core funding represents the core component of
customer deposits and any term wholesale funding with
a residual contractual maturity beyond one year. Capital
is excluded from our definition of core funding.

Stressed coverage ratios
(Audited)

Stressed coverage ratios are derived from stressed cash
flow scenario analyses and express stressed cash inflows
as a percentage of stressed cash outflows over one-
month and three-month time horizons.

The stressed cash inflows include:

inflows (net of assumed haircuts) expected to be
generated from the realisation of liquid assets; and

contractual cash inflows from maturing assets that
are not already reflected as a utilisation of liquid
assets.

In line with the approach adopted for the advances to
core funding ratio, customer loans are generally
assumed not to generate any cash inflows under stress
scenarios and are therefore excluded from the
numerator of the stressed coverage ratio, irrespective of
the contractual maturity date.

A stressed coverage ratio of 100 per cent or higher
reflects a positive cumulative cash flow under the stress
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scenario being monitored. Group operating entities are
required to maintain a ratio of 100 per cent or greater
out to three months under the combined market-wide
and HSBC-specific stress scenario defined by the
inherent liquidity risk categorisation of the operating
entity concerned.

Compliance with operating entity limits is monitored by
Asset Liability and Capital Management (‘ALCM’) teams
and reported monthly to the RMM for the main
operating entities and to the European Asset Liability
Committee (‘ALCO’) for the smaller operating entities.

The stressed coverage ratios tabulated below express
stressed cash inflows as a percentage of stressed cash
outflows over a one-month and three-month time
horizon.

Inflows included in the numerator of the stressed
coverage ratio are generated from liquid assets net of
assumed haircuts, and cash inflows related to assets
contractually maturing within the time period.

At 31 December 2014, the one-month and three-month
stressed coverage ratios for the principal entities shown
in the table below were in excess of the 100 per cent
target.
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Stressed one-month and three-month coverage ratios"
(Audited)

HSBC UK
Year end
Maximum
Minimum
Average

HSBC France
Year end
Maximum
Minimum
Average

Total of other principal group entities
Year end
Maximum
Minimum
Average

Stressed one-month coverage

Stressed three-month coverage

ratios at 31 December ratios at 31 December

2014 2013 2014 2013
(%) (%) (%) (%)
117 106 109 109
117 114 109 109
102 100 103 101
107 106 104 103
117 110 101 103
117 112 106 104
104 103 101 100
107 108 102 103
110 106 108 102
115 113 108 106
104 104 102 102
109 108 105 103

1 This ratio measures the liquid assets available to meet net cash outflows over a 30 day/ 90 day period. The higher the percentage, the greater

the liquidity.
The one-month stressed coverage ratio for HSBC UK
increased mainly due to lower contractual repos
positions. The three-month stressed coverage ratio
remained broadly unchanged.

Stressed scenario analysis
(Unaudited)

The group uses a number of standard Group stress
scenarios designed to model:

combined market-wide and HSBC-specific liquidity
crisis scenarios; and

market-wide liquidity crisis scenarios.

The appropriateness of the assumptions for each
scenario is reviewed by ALCM regularly and formally

approved by the RMM and the Board annually as part of
the liquidity and funding risk appetite approval process.

Stressed cash outflows are determined by applying a
standard set of prescribed stress assumptions to the
Group’s cash flow model. The group’s framework

prescribes the use of two market-wide scenarios and two
further combined market-wide and HSBC-specific stress

scenarios of increasing severity. In addition to the
group’s standard stress scenarios, individual operating
entities are required to design their own scenarios to
reflect specific local market conditions, products and
funding bases.

The two combined market-wide and HSBC-specific
scenarios model a more severe scenario than the

market-wide scenarios. The relevant combined market-
wide and HSBC-specific stress scenario that an operating
entity manages to is based upon its inherent liquidity risk

categorisation. The key assumptions factored into the
combined market-wide and HSBC-specific stress
scenarios are summarised as follows:

all non-core deposits are deemed to be withdrawn

within three months (80 per cent within one month),
with the level of non-core deposits dependent on the

operating entity’s inherent liquidity risk
categorisation;
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the ability to access interbank funding and unsecured
term debt markets ceases for the duration of the
scenario;

the ability to generate funds from illiquid asset
portfolios (securitisation and secured borrowing) is
restricted to 25-75 per cent of the lower of issues in
the last six months or expected issues in the next six
months. The restriction is based on current market
conditions and is dependent on the operating entity’s
inherent liquidity risk categorisation;

the ability to access repo funding ceases for any asset
not classified as liquid under our liquid asset policy for
the duration of the scenario;

drawdowns on committed lending facilities must be
consistent with the severity of the market stress
being modelled and dependent on the inherent
liquidity risk categorisation of the operating entity;

outflows are triggered by a defined downgrade in
long-term ratings. We maintain an ongoing
assessment of the appropriate number of notches to
reflect;

customer loans are assumed to be renewed at
contractual maturity;

interbank loans and reverse repos are assumed to run
off contractually; and

assets defined as liquid assets are assumed to be
realised in cash ahead of their contractual maturity,
after applying a defined stressed haircut of up to 20
per cent.

Liquid assets
(Audited)

The table of the liquid assets shows the estimated
liquidity value (before haircuts) of assets categorised as
liquid used for the purposes of calculating the three
month stressed coverage ratio, as defined under the
Group’s LFRF.
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Unencumbered assets held as a consequence of a
reverse repo transaction with a residual contractual

maturity within the stressed coverage ratio time period

and unsecured interbank loans maturing within three

months are not included in liquid assets, but are treated
as contractual cash inflows. This table is prepared on a
different basis to the liquid asset disclosure for HSBC UK

in the Group Annual Report and Accounts (‘ARA’), whi

ch

shows the stock of unencumbered liquid assets as at the
reporting date, adjusted for the impact of repos, reverse

repos and collateral swaps maturing within three

months, as for the Group ARA the liquidity value of these

transactions is reflected as a contractual cash flow
reported in the net contractual cash flow table.

Liquid assets are held and managed on a standalone

operating entity basis. The vast majority of liquid assets

shown are held directly by each operating entity’s

Balance Sheet Management function, primarily for the
purpose of managing liquidity risk, in line with the LFRF.

Liquid assets also include any unencumbered liquid

assets held outside Balance Sheet Management for any
other purpose. The Group’s liquidity risk management
framework gives ultimate control of all unencumbered

assets and sources of liquidity to Balance Sheet

Management.
Liquid assets
(Audited)
Estimated liquidity value
at 31 December
2014 2013
£m £m
HSBC UK
Level 1 94,478 90,980
Level 2 2,069 317
Level 3 20,091 19,594
116,638 110,891
HSBC France
Level 1 10,838 12,087
Level 2 241 98
Level 3 2,221 2,268
13,300 14,453
Total of other principal group entities
Level 1 7,442 8,091
Level 2 490 614
Level 3 1,987 1,144
9,919 9,849
The Group’s liquid asset policy is to apply a more
granular classification of liquid assets. These
classifications are as follows:
Level 1 - Central banks, central government securities

of countries and currencies with a highly liquid
market and certain supranationals and multilateral
development banks;

Level 2 — Local and regional governments, public

sector entities, secured covered bonds, pass-through

ABSs, and gold; and

Level 3 — Unsecured non-financial entity securities
and equities listed on recognised exchanges and
within liquid indices.

All assets held within the liquid asset portfolio are
unencumbered.
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Liquid assets held by HSBC UK increased as a result of a
rise in non-core customer accounts, from which the
funds were placed in liquid assets.

Liquidity behaviouralisation
(Unaudited)

Liquidity behaviouralisation is applied to reflect our
assessment of the expected period for which we are
confident that we will have access to our liabilities, even
under a severe liquidity stress scenario, and the
expected period for which we must assume that we will
need to fund our assets. Behaviouralisation is applied
when the contractual terms do not reflect the expected
behaviour. Liquidity behaviouralisation is reviewed and
approved by local ALCO in compliance with policies set
by the RMM. Our approach to liquidity risk management
will often mean different behaviouralisation assumptions
are applied to assets and liabilities. For example,
management may assume a shorter life for liabilities and
a longer-term funding requirement for assets. All core
deposits are assumed under the Group’s core/non-core
and advances to core funding frameworks to have a
liquidity behaviouralised life beyond one year and to
represent a homogeneous source of core funding. The
behaviouralisation of assets is more granular and seeks
to 