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Profit attributable to common shareholders was C$202m for the quarter ended 31 March 2012, an increase
of 42.3% over the same period in 2011.

Return on average common equity was 19.9% for the quarter ended 31 March 2012 compared with 16.6%
for the same period in 2011.

The cost efficiency ratio was 50.2% for the quarter ended 31 March 2012 compared with 55.6% for the
same period in 2011.

Total assets were C$80.7bn at 31 March 2012 compared with C$79.1bn at 31 March 2011.

Total assets under administration decreased to C$18.3bn at 31 March 2012 from C$33.2bn at 31 March
2011 primarily due to the sale of the bank’s full service retail brokerage business. Excluding the impact of
this sale, total assets under administration increased by C$1.0bn at 31 March 2012.

Tier 1 capital ratio of 13.2% and a total capital ratio of 15.6% at 31 March 2012 compared to 13.4% and
16.2% respectively at 31 March 2011.
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HSBC Bank Canada

Corporate Profile

HSBC Bank Canada, a subsidiary of HSBC Holdings plc, is the leading international bank in
Canada. With around 7,200 offices in over 80 countries and territories and assets of US$2,556bn at
31 December 2011, the HSBC Group is one of the world’ s largest banking and financial services
organizations.
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Shareholder Information
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Vancouver:
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Canada V6C 3E9
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Toronto, Ontario 885 West Georgia Street
Canada M5J1S9 Computershare Investor Services Inc. Vancouver, British Columbia
Tel: (416) 868-8000 Shareholder Service Department Canada V6C 3E9
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MEDIA ENQUIRIES: Canada M5J2Y1

Vancouver (English) (604) 641-2973 Shareholder Relations:

Toronto (English) (416) 868-3878 Tel:  1(800) 564-6253 Chris Young (604) 642-4389
Toronto (French) (416) 868-8282 Fax: 1 (866)249-7775 Harry Krentz (604) 641-1013
WEBSITE:
www.hsbc.ca

OTHER AVAILABLE INFORMATION:
The bank’s continuous disclosure materials,
including interim and annual filings, are
available on the bank’ s website and on the
Canadian Securities Administrators’ web site at
www.sedar.com.

Caution regarding forward-looking financial statements

This document may contain forward-looking information, including statements regarding the business and anticipated actions
of HSBC Bank Canada. These statements can be identified by the fact that they do not pertain strictly to historical or current
facts. Forward-looking statements often include words such as "anticipates,” "estimates,” "expects,”" "projects,” "intends,"
"plans,”" "believes," and words and terms of similar substance in connection with discussions of future operating or financia
performance. These statements are subject to a number of risks and uncertainties that may cause actual results to differ
materially from those contemplated by the forward-looking statements. Some of the factors that could cause such differences
include legidative or regulatory developments, technological change, global capital market activity, changes in government
monetary and economic policies, changes in prevailing interest rates, inflation levels and general economic conditions in
geographic areas where HSBC Bank Canada operates. Canada is an extremely competitive banking environment and
pressures on the bank’s net interest margin may arise from actions taken by individual banks or other financia institutions
acting alone. Varying economic conditions may also affect equity and foreign exchange markets, which could also have an
impact on the bank’s revenues. The factors disclosed above are not exhaustive and there could be other uncertainties and
potential risk factors not considered here which may impact the bank’s results and financial condition. Any forward-looking
statements speak only as of the date of this document. The bank undertakes no obligation to, and expressly disclaims any
obligation to, update or ater our forward-looking statements, whether as a result of new information, subsequent events or
otherwise, except as required by law.
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Management’s Discussion and Analysis

Financial Highlights

(in $ millions, except where otherwise stated) Quarter ended
31 March 31 March 31 December
2012 2011 2011
For the period (C$m)
Profit before inCome taX EXPENSE.........o.ceuruiiriririeeer ettt 292 223 185
Net operating income before loan impairment charges and other credit risk provisions........... 681 610 562
Profit attributable to common SharehOIdErS..........c.cccvreieieiiriecee e 202 142 118
At period-end (C$m)
Shar€hOIAErS EQUILY ......cueveveueeeieirieirieee ettt ettt es s snsns 4,942 4,414 4,973
COrEUIEr L CAPITAL .....cueieeeeeecicet ettt bbbt b b 3,647 3,321 3,555
RISK WEIGNEED SSEES D ... 36,460 33,531 35,322
Loan and advances to customers (net of impairment allOWanCes) ..........ccceeeeeeevreeeenerreeenens 45,395 46,024 44,357
CUSEOMET BCCOUNES ....veuviieiteeteeteiteeteeteeeeeereestesteesesaesteesesaseseessessebessessesbesbeeseessessensessensensesaensenns 47,037 44,420 46,614
Capital ratios (%)
THEN LTAHO M oeeeeeeeeseesssssssssssss s 13.2 134 134
Total CaPItAl 1O P .......ooeveeeveevveeeeeeeesssiss s 15.6 16.2 16.0
Coretier 1.capital Falio P...........cocoiiiiiieeireeeeeeeeeseessssssssssess e sessssssssssssssessss s 10.0 9.9 10.1
Performanceratios (%) @
Return on average CoMIMON EQUITY ......v.eveueererereeserieseressesssesssessssesssesesessssssesssessssssesssssssssesesssens 19.9 16.6 11.8
Post-tax return on average total assets............. . 1.00 0.72 0.58
Post-tax return on average risk Welghted @SSELS .........coeviveireriririneeeees e 23 1.7 13
Credit coverageratios (%)
Loan impairment charges as a percentage of total operating inCome ...........coccveeeeereeenennnene. 7.0 8.0 9.6
Loan impairment charges as a percentage of average gross customer advances and
B2 o0 o= oSSR 0.4 04 04
Total impairment allowances outstanding as a percentage of impaired loans and
acceptances at the PEriod ENU.........ooueciiirree bbb 68.4 69.9 734
Efficiency and revenue mix ratios (%) @
COSE EffICIENCY TAHO ...eeeeeiiteei bbbt 50.2 55.6 57.5
Adjusted cost efficiency ratio . 49.2 54.9 575
As apercentage of total Operating iNCOME .........cccoirerireeeerireririeieereee et
= NEEINEEIESE INCOMIE ...ttt bbbt 58.4 62.6 69.9
- net feeincome........ 21.0 26.7 279
- net trading income 59 6.1 55
Financial ratios (%) @
Ratio of customer advances to CUSIOMEN @CCOUNES ..........c.cueuerririinieerececietee e 96.5 103.6 95.2
Average total shareholders’ equity to average total @SSELS........cocoevireririrerirenirecie s 6.2 55 6.1
Total assetsunder administration (CHM) ...c.c.eeereurirerriniciieiee e
FUnds under ManagemMENt ® ............coo.orvueeeeieseeeesesee e sses st sses st s s ssanees 17,294 32,057 26,383
Custodial accounts............ccceueeene . 961 1,128 967
Total assets under adMiNISIFALION. .........c.cerrrieieeere e 18,255 33,185 27,350

1 Calculated using guidelinesissued by the Office of the Superintendent of Financial Institutions Canada (“* OSFI") in accordance with the Basel 11

capital adeguacy framework.

2 These are non-IFRS amounts or non-IFRS measures. Please refer to the discussion outlining the use of non-IFRS measures in the “ Basis of

preparation of financial information” section in this document.

3 Comparative figures include funds managed in the full service brokerage business, which was sold effective 1 January 2012 of C$15.9bn and

C$10.6bn at 31 March 2011 and 31 December 2011 respectively.
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Management’s Discussion and AnalysiS (continued)

Basis of preparation of financial information

HSBC Bank Canada (“the bank”, “we", “our”) is an indirectly wholly owned subsidiary of HSBC Holdings plc (“HSBC
Holdings”). Throughout the Management’ s Discussion and Analysis (“MD&A"), the HSBC Holdings Group is defined as the
“HSBC Group” or the “Group”. The MD&A for the bank for the first quarter of 2012 is dated 3 May 2012.

We prepare our consolidated financial statements in accordance with International Financial Reporting Standards (“IFRS”).
The information in this MD&A is derived from our unaudited consolidated financia statements or from the information used
to prepare them. The abbreviations "C$m" and "C$bn" represent millions and billions of Canadian dollars, respectively. All
tabular amounts are in millions of dollars except where otherwise stated.

The bank uses both IFRS and certain non-IFRS financial measures to assess performance. Securities regulators require that
companies caution readers that earnings and other measures that have been adjusted to a basis other than IFRS do not have a
standardized meaning under IFRS and are therefore unlikely to be comparable to similar measures used by other companies.
The following outlines various non-1FRS measures that are regularly monitored by management:

—  Return on average common equity — Profit attributable to common shareholders on an annualized basis divided by
average common equity, which is calculated using month-end balances of common equity for the period.

—  Post-tax return on average assets — Profit attributable to common shareholders on an annualized basis divided by
average assets, which is calculated using average daily balances for the period.

—  Post-tax return on average risk weighted assets — Profit attributable to common shareholders on an annualized basis
divided by the average monthly balances of risk weighted assets for the period. Risk weighted assets are cal culated using
guidelines issued by OSFI in accordance with the Basel |1 capital adequacy framework.

—  Cost efficiency ratio — Calculated as total operating expenses for the period divided by net operating income before loan
impairment charges and other credit risk provisions for the period.

— Adjusted cost efficiency ratio — Cost efficiency ratio adjusted to exclude gains and losses from financial instruments
designated at fair value from net operating income before loan impairment charges.

—  Net interest income, net fee income and net trading income as a percentage of total operating income — Net interest
income, net fee income and net trading income for the period divided by net operating income before loan impairment
charges and other credit risk provisions for the period.

- Ratio of customer advances to customer accounts — Loans and advances to customers divided by customer accounts,
using period-end balances.

—  Average total shareholders' equity to average total assets — average shareholders’ equity is calculated using month-end
balances of total shareholders' equity for the period and average total assets are calculated using average daily balances
for the period.

—  Coretier 1 capital — Tier 1 capital less non-controlling interests and preferred shares.

—  Coretier 1 capital ratio— Coretier 1 capital as a percentage of risk-weighted assets.
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Management’s Discussion and AnalysiS (continued)

Overview

HSBC Bank Canada recorded a profit of C$220m for the first quarter of 2012, an increase of C$60m, or 37.5% compared
with C$160m for the first quarter of 2011. Profit attributable to common shareholders was C$202m, an increase of C$60m, or
42.3% over the first quarter of 2011. The increase was primarily due to a gain of C$84m resulting from the sale of the full
service retail brokerage business as well as increased net interest income and reduced operating expenses. This was partialy
offset by restructuring charges of C$36m mostly relating to the wind-down of the consumer finance business and lower net
fee income. Excluding the gain on the sale of the full service retail brokerage business, the restructuring charges and after
income tax expense, HSBC Bank Canada’s profit for the period was C$173m, an increase of C$13m, or 8.1% over the same
period in 2011. The return on average common equity was 19.9% for the quarter, an increase from 16.6% in the same period
in 2011 due to the gain on the sale of the full service retail brokerage business offset by restructuring charges. Excluding the
gain and restructuring charges, the adjusted return on average common equity was 15.3% for the first quarter of 2012.

Commenting on the results, Lindsay Gordon, President and Chief Executive Officer of HSBC Bank Canada, said:

“The bank’s profit this quarter showed good growth over the same quarter in 2011 as aresult of increased net interest income
and decreased operating expenses even after excluding the impact of the sale of the full service retail brokerage business and
restructuring charges arising from the wind-down of the consumer finance business. We are focused on growing HSBC Bank
Canada by continuing to improve the efficiency of our business and investing in our core businesses in Commercial Banking,
Global Banking and Markets, and Retail Banking and Wealth Management to meet the needs of HSBC Canada customers in
the years ahead.”

Analysis of Consolidated Financial Results for the First Quarter 2012

Net interest income for the first quarter of 2012 was C$398m, compared with C$382m for the first quarter of 2011, an
increase of C$16m, or 4.2%. The first quarter of 2012 showed an increase of C$5m, or 1.3% compared with C$393m reported
in the prior quarter. Net interest income increased marginally due to growth in average interest earning assets of C$0.5bn from
the first quarter in 2011 (C$0.6bn from the prior quarter) offset by spread compression due to re-pricing to lower interest
rates. Net interest income also benefited from refund interest received from the Canada Revenue Agency.

Net fee income. The components of net fee income are as follows:

Quarter ended
31 March 31 March 31 December
2012 2011 2011
$m $m $m
CrEOIE FACHTTIES ....v ettt ettt 56 52 55
FUNS UNAEr MaNAGEIMENT .......veeeeeiiiireeeieee st ses et ses e se e s e sesnsene e e ssnsesenn 29 40 39
ACCOUNE SEIVICES ...ttt tese s it te e st te e e e ss st e besese s se et e seseneseeeebesese e st s esebeneeasssetenannneas 21 21 21
BroKerage COMMISSIONS.....c.curirieieieieirisie ettt b et b bbbt e e bens 4 22 11
CTEUIT CAITS..... vttt bbbt b ettt eb s 13 11 13
COrPOIELE FINBNCE.....cueueieeieteee ettt st bbb ne bt benee s neee 8 9 12
INISUFGINCE ...ttt bbbt b bbb bbb et et s st 5 6 6
REMITEBNCES ...ttt 7 5 7
Trade finance IMPOI/EXPOMT........c.ciiieiriiirc et 3 4 3
THUSEEE FEES.....e ettt e bt s bbbt n et n e 1 1 1
Global Investor Immigration Program...........cccceuierrueeeinensesesesssesssssseesessssssssesssessssssessessssees 15 7 15
OUNEY ...ttt bbbt bbbttt b bbbttt bt 6 5 2
FEEIMCOMIE ...t bbbttt b s 168 183 185
[ £ Y = o1 TR (25) (20) (28)
NEEFEEINCOME ...ttt ettt se et s et e e s e s e banas 143 163 157

Net fee income for the first quarter of 2012 was C$143m, compared with C$163m for the first quarter of 2011, a decrease of
C$20m, or 12.3%. The first quarter of 2012 decreased by C$14m, or 8.9% compared with C$157m for the prior quarter. The
sale of the full service retail brokerage business resulted in reductions in fees from funds under management and brokerage
commissions in the first quarter of 2012. Excluding the effect of the sale of the full service retail brokerage business, net fee
income for the first quarter of 2012 increased by C$13m and C$5m compared with the first and fourth quarters of 2011
respectively, resulting from increases in fees from credit facilities and the global immigration investor program.
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Management’s Discussion and AnalysiS (continued)

Net trading income for the first quarter of 2012 was C$40m, compared with C$37m for the first quarter of 2011, an increase
of C$3m, or 8.1%, and an increase of C$9m, or 29.0% compared with C$31m reported in the prior quarter. The main factor
contributing to the increase over the first quarter in 2011 was the positive impact from mark to market accounting gains and
losses arising from economic hedges and hedge ineffectiveness. The increase is partially offset by lower foreign exchange
revenue resulting from lower trading activities.

Net loss from financial instruments designated at fair value. The bank designates certain subordinated debentures and other
liahilities to be recorded at fair value. As credit spreads narrowed in the first quarter of 2012, the change in fair value of these
bal ances resulted in a charge of C$14m in the period, compared to a charge of C$8m for the same quarter in 2011.

Gains less losses from financial investments for the first quarter of 2012 were C$17m, little changed compared with C$16m
for the first quarter of 2011.

Other operating income for the first quarter of 2012 was C$13m, compared with C$20m for the first quarter of 2011, a
decrease of C$7m. The first quarter of 2012 increased by C$35m compared with a loss of C$22m in the prior quarter. The
decrease compared to the first quarter of 2011 is due a reduction in the delivery of technology services to HSBC Group
companies. The fourth quarter of 2011 was lower compared to the first quarter of 2012 because it included a C$42m write-
down in the value of investment property.

Gain on the sale of the full service retail brokerage business. The sale of the full service retail brokerage business closed
effective 1 January, 2012. The bank recorded a gain of C$84m, net of assets written off and directly related costs.
Additionally, in the first quarter of 2012 and fourth quarter of 2011, C$2m and C$14m respectively of restructuring charges
were incurred either directly relating to this transaction or from actions undertaken within the business arising as a result of
the decision to sell the business.

Loan impairment charges and other credit risk provisions of C$48m were recorded in the first quarter of 2012 little changed
compared with C$49m for the first quarter of 2011 and are C$6m lower, or 11.1%, compared to C$54m for the prior quarter.
The decrease was due to improved credit quality in the bank’s commercial loan portfolio.

Total operating expenses for the first quarter of 2012 were C$342m. Excluding restructuring charges of C$36m, total
operating expenses were C$306m compared with C$339m in the first quarter of 2011, a decrease of C$33m, or 9.7%. The
reduction in operating expenses is largely attributable to a C$23m reduction relating to the full service retail brokerage
business included in the first quarter of 2011. The remaining reduction is as a result of cost management initiatives which
reduced employee compensation and benefits as well as a reduction in activity and expenses related to delivery of technology
services to HSBC Group companies. The adjusted cost efficiency ratio for the first quarter improved to 49.2% compared with
54.9% in 2011 and 57.5% in the prior quarter. Excluding the impact of restructuring costs and the gain on the sale of the full
service retail brokerage business, the adjusted cost efficiency ratio was 50.1% for the current quarter compared to 55.0% in
the prior quarter.

Restructuring charges of C$36m were recognized in the first quarter of 2012 mainly relating to the provisions made for the
restructuring and wind-down of the bank’ s consumer finance business.

Income tax expense. The effective tax rate in the first quarter of 2012 was 24.7%, compared with 28.3% in the first quarter of
2011. The decrease in the quarter was largely due to a reduction in statutory tax rates and the manner in which tax is
computed on the gain on the sale of the full service retail brokerage business.

Statement of Financial Position

Total assets at 31 March 2012 were C$80.7bn, an increase of C$0.7bn from 31 December 2011, primarily due to increases in
trading assets of C$1.2bn; increases in loans and advances to customers of C$1.0bn; and an increase in financial investments
of C$1.2bn offset by adecrease in loans and advances to banks of C$3.0bn. Liquidity remained strong at 31 March 2012, with
C$27.9bn of cash and balances at central banks, items in the course of collection from other banks, highly liquid trading
assets, short term loans and advances to banks and financial investments, compared to C$28.5bn at 31 December 2011. Loans
and advances to customers increased to C$45.4bn from C$44.4bn at 31 December 2011, primarily due an increase in the
balance of reverse repurchase agreements with customers. Excluding reverse repurchase agreements, loans and advances
increased by C$0.3bn, primarily due to an increase in our commercial loan portfolio.

Gross impaired loans were C$729m, an increase of C$51m compared with C$678m at 31 December 2011 due to the
impairment of a small number of specific loans. However, they were C$128m lower than at 31 March 2011. Total impaired
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Management’s Discussion and AnalysiS (continued)

loans net of individually assessed allowances for credit losses were C$525m at 31 March 2012, compared with C$470m at 31
December 2011. Total impaired loans include C$59m (31 December 2011 — C$59m) of Consumer Finance loans, for which
impairment is assessed collectively. The collective allowance applicable to Consumer Finance loans was C$95m compared to
C$89m at 31 December 2011. The total collective alowance was C$335m compared to C$329m at 31 December 2011.

Tota customer accounts increased to C$47.0bn at 31 March 2012 from C$46.6bn at 31 December 2011. The main increases
werein fixed date personal deposits and interest-bearing current accounts.

Debt securities in issue increased to C$14.0bn at 31 March 2012 from C$13.3bn at 31 December 2011, primarily due to the
issue by the bank of C$1.0bn in medium term notes.

Total assets under administration

Funds under management were C$17.3bn at 31 March 2012, a decrease of C$14.8bn since 31 March 2011 and a decrease of
C$9.1bn since 31 December 2011. This was due to the sale of the full service retail brokerage business (C$15.9bn at 31
March 2011 and C$10.6bn at 31 December 2011). Excluding the funds under management relating to the full service retail
brokerage business, total assets under administration increased by C$1.0bn to C$18.3bn compared with the first quarter of
2011 and C$1.5bn compared with the prior quarter.

Analysis of Consolidated Financial Results for the First Quarter 2012 by Customer Groups

Retail Banking and Wealth M anagement

Quarter ended
31 March 31 March 31 December
2012 2011 2011
$m $m $m
NEL INEEIESE INCOME.......oiiiicicici bbb 105 9% 98
NEL FEEINCOIME ... 42 70 57
NEL trAdiNG INCOME........eieiiieiret ettt bbbttt b b ne e 3 6 4
Other OPEratiNng INCOME. ......c.coiiririeeereterereetesesese e e e seesesessesesee e sssssess e sssssesesesessssnsesasensssnseses 2 2 3
Gain on the sale of the full service retail brokerage business.............ccccoevrrciiinnceccicsnene 76 — -
Net operating income before loan impairment charges and other credit risk provisions........... 228 172 162
Loan impairment charges and other credit risk ProViSIONS...........ccceireriricieierenresiee e (6) (2) (7)
Net operating income 222 170 155
Total operating expenses (excluding restructuring Charges) ........cooveeererereresieeesesesesesesesenes (227) (156) (148)
RESLIUCTUNING ChargES.......cveveeeceeiisieiete s es e s st e e e e st s nnnens (2) — (14)
Profit/(10ss) before iNCome taX EXPENSE........cc ittt 93 14 (7)

Overview

Profit before income tax expense was C$93m for the first quarter of 2012, an increase of C$79m compared with the same
period in 2011. Results for 2012 included a C$76m gain on the sale of the full service retail brokerage business and the
benefit of refund interest received from the Canada Revenue Agency partialy offset by restructuring costs of C$2m. In
addition, profit increased due to higher net interest income resulting from higher average mortgage balances and savings
depositsre-pricing at lower interest rates.

Compared to the fourth quarter of 2011, profit before income tax expense increased C$100m. In addition to the factors noted
above, the fourth quarter of 2011 included a C$9m write-off of internally developed software costs and C$14m restructuring
costs related to the sale of the full service retail brokerage business.
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Financial performance

Net interest income was C$105m, an increase of C$11m, or 11.7%, compared to the first quarter of 2011 and an increase of
C$7m, or 7.1%, compared to the fourth quarter of 2011. The increase is mainly due to refund interest from Canada Revenue
Agency received in the current quarter. The remaining increase is attributable to a growth in average balances of floating rate
residential mortgages and favourable re-pricing of savings deposits, partialy offset by spread compression due to re-pricing to
lower interest rates especially fixed rate residential mortgages.

Net fee income was C$42m, a decrease of C$28m, or 40.0%, compared to the first quarter of 2011 and a decrease of C$15m,
or 26.3%, compared to the fourth quarter of 2011. Excluding the income in prior periods related to the full service retail
brokerage business sold, net fee income remained unchanged compared to the first quarter of 2011. Net fee income increased
C$2m compared to the fourth quarter of 2011 mainly due to higher revenues from our Global Investor Immigration Program.

Net trading income was C$3m, a decrease of C$3m, compared to first quarter of 2011 and a decrease of C$1m compared to
the fourth quarter of 2011. The decreases are primarily due to lower foreign exchange revenue resulting from lower trading
activities.

Loan impairment charges and other credit risk provisions were C$6m, an increase of C$4m compared to the first quarter of
2011 and dlightly lower than the fourth quarter of 2011. The first quarter of 2011 included a reduction of collective loan loss
provisions.

Total operating expenses were C$127m, a decrease of C$29m, or 18.6%, compared to the first quarter of 2011 and a decrease
of C$21m, or 14.2%, compared to the fourth quarter of 2011. The current quarter includes a reduction in operating expenses
relating to the sale of the full service brokerage business. The prior quarter included a C$9m write-off of internally developed
software costs. Excluding these items, total operating expenses were lower by C$3m compared to the first quarter of 2011
mainly due to lower expense recoveries related to information technology activities performed on behaf of HSBC Group
companies and C$8m higher compared to the fourth quarter of 2011 mainly due to increased employee benefit costs.

Commercial Banking

Quarter ended
31 March 31 March 31 December
2012 2011 2011
$m $m $m
NELINTErESE INCOME ... 180 173 189
Net feeincome 71 69 66
INEL tradiNG INCOME. ...ttt bbbttt e b b, 8 6 5
Other OPErating INCOME. .......ccv ittt ettt a ettt a et ebna, 1 1 (40)
Net operating income before loan impairment charges and other credit risk provisions.......... 260 249 220
Loan impairment charges and other credit risk ProviSioNS ..........cocevveccieeenrnnneeceenenns (11) (17) (23)
INEL OPEratiNg INCOIMIE.......cueieuieiririete ettt bbbttt b b se bbb sttt e, 249 232 197
Total operating expenses.... (92) (96) (87)
Operating profit.......c.c.ccceeeeeene 157 136 110
Share of Profit iN @SSOCIALES .........ccceveriiriririit e, 1 1 —
Profit before inCOmME taX EXPENSE........c.ciiririririeieireiree ettt 158 137 110

Overview

Profit before income tax expense was C$158m for the first quarter of 2012, C$21m higher than the first quarter of 2011 and
C$48m higher than the fourth quarter of 2011. The first quarter’s results include the benefit of refund interest received from
the Canada Revenue Agency while the prior quarter included a C$42m write-down in the carrying value of investment
property. Excluding the impact of the refund interest and write-down, profit before income tax expense for first quarter of
2012 was C$153m, C$16m higher than the first quarter of 2011 and little changed over the fourth quarter of 2011. This was
due to growth in average interest earning assets offset by spread compression due to re-pricing to lower interest rates. In
addition, profit benefitted from higher fees from account services and credit facilities and a reduced provision for impaired
loans due to improved credit quality.
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Financial performance

Net interest income was C$180m, an increase of C$7m, or 4.0%, compared to the first quarter of 2011. Excluding the
increase due to refund interest from Canada Revenue Agency noted above, net interest income for the quarter increased by
C3$2m over the first quarter and decreased C$14m over the fourth quarter of 2011. The remaining increase of the first quarter
of 2012 is due to growth in average interest earning assets offset by spread compression due to re-pricing to lower interest
rates. The fourth quarter of 2011 included higher than usual interest recoveries.

Net fee income was C$71m for the first quarter of 2012, an increase of C$2m, or 2.9%, compared to the first quarter of 2011
and an increase of C$5m, or 7.6% compared over the fourth quarter of 2011 largely due to higher fees from account services
and credit facilities.

Net trading income was C$8m, an increase of C$2m compared to the first quarter of 2011 and an increase of C$3m compared
to the fourth quarter of 2011. Theincrease is primarily due to higher commissions on foreign exchange trading.

Other operating income was C$1m for the first quarter of 2012 compared to a loss of C$40m in the fourth quarter of 2011
which resulted from a C$42m write-down in the carrying value of investment property.

Loan impairment charges and other credit risk provisions decreased by C$6m, or 35.3%, to C$11m compared to the first
quarter of 2011 and C$12m compared to the fourth quarter of 2011, primarily due to improved credit quality and a decline in
the number of specific loan impairments.

Total operating expenses decreased by C$4m, or 4.2% compared with the first quarter of 2011 primarily due to lower
employee compensation costs. Compared to the fourth quarter of 2011, total operating expenses increased by C$5m due to
higher employee benefits costs related to timing of incentive payments and severance costs associated with organizational
effectivenessinitiatives.

Global Banking and Markets

Quarter ended
31 March 31 March 31 December
2012 2011 2011
$m $m $m
NEL INEEIESE INCOME. ...ttt bbbttt en e 46 49 38
Net feeincome 19 14 23
NEL tradiNG INCOME ...ttt bbb 22 21 17
Gains less losses from financial INVESIMENES........cc.oueiirririeeeieree e 17 16 3
Other operating income (@) 1
Gain on the sale of the full service retail brokerage business 8 — -
Net operating income before loan impairment charges and other credit risk provisions........... 111 101 81
Loan impairment charges and other credit risk provisions. — — 1
Net operating income 111 101 82
Total operating expenses (25) (29) (15)
Profit before inComMe taX EXPENSE........co.rucuiiiiriririeie ettt 86 72 67

Overview

Profit before income tax expense was C$86m for the first quarter of 2012, an increase of C$14m compared to the first quarter
of 2011. The increase is mainly due to a gain on the sale of the full service retail brokerage business and an increase in
advisory and debt capital market fees, positive impact from mark to market accounting gains and losses arising from
economic hedges and hedge ineffectiveness and a reduction in specific severance costs. These items were partialy offset by a
decrease in foreign exchange revenues due to lower volatility and related volume, a decrease in equity capital market fees and
adjustments recorded in the carrying value due to changes in credit spreads of our own debt instruments classified as trading.
Profit before income tax expense increased C$19m in the first quarter of 2012 compared to the fourth quarter of 2011. The
increase is mainly due to a gain on sae of the full service retail brokerage business, gains from the disposal of financial
investments, positive impact from mark to market accounting gains and losses arising from economic hedges and hedge
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Management’s Discussion and AnalysiS (continued)

ineffectiveness and an increase in net interest income from Global Banking activities. This was partially offset by a decrease
in foreign exchange revenues, a decrease in equity capital market fees, an increase in employee benefits costs related to timing
of incentive payments, a reduction in the provision for variable incentive payments in the fourth quarter of 2011 and
adjustments recorded in the carrying value due to changes in credit spreads of our own debt instruments classified as trading.

Financial performance

Net interest income was C$46m, a decrease of C$3m, or 6.1% compared to the first quarter of 2011 and an increase of C$8m,
or 21.1% compared to the fourth quarter of 2011. The increase reflects the benefit of increased liquidity and an increase in
Global Banking lending activities.

Net fee income was C$19m, an increase of C$5m, or 35.7% compared to the first quarter of 2011. This was due to an increase
in advisory and debt capital markets fees partialy offset by a decrease in equity market fees following the sale of the full
service retail brokerage business. Net fee income decreased by C$4m, or 17.4% compared to the fourth quarter of 2011
mainly due to adecrease in equity capital market fees partially offset by an increase in debt capital market fees.

Net trading income was C$22m, little changed compared to the first quarter of 2011 and an increase of C$5m, or 29.4%
compared to the fourth quarter of 2011. The increase is due to the positive impact from mark to market accounting gains and
losses arising from economic hedges and hedge ineffectiveness partially offset by the impact of changes in credit spreads on
the carrying value of our own debt instruments classified as trading and a decrease in customer trading volumes of foreign
exchange products.

Gains from financial investments was C$17m, an increase of C$1m compared to the first quarter of 2011 and an increase of
C$14m, compared to the fourth quarter of 2011 due to an increase in the disposals of financial investments.

Total operating expenses were C$25m, a decrease of C$4m, or 13.8% compared to the same period in 2011 due to a
reduction in specific severance costs partially offset by an increase in variable employee compensation costs. Total operating
expenses increased by C$10m compared to the fourth quarter of 2011 mainly due to an increase in employee benefit costs
related to timing of incentive payments and a reduction in the provision for variable incentive expenses in the fourth quarter of
2011.

Consumer Finance

Quarter ended

31 March 31 March 31 December

2012 2011 2011

$m $m $m

NELINEEIESE INCOME ...ttt 73 70 74

INELFEEINCOITIE ...ttt b bbb bbb, 11 10 11

Other OPErating INCOME........ccctuieeueieierieririsi ettt bbbttt bbbt ebna, 2 1 —

Net operating income before loan impairment charges and other credit risk provisions.......... 86 81 85

Loan impairment charges and other credit risk ProviSioNnS ..........cocevveccreiennnneccceeienns (31) (30 (25)

Net operating iNCOME.........c.ceerireriririeereseres e 55 51 60

Total operating expenses.... (38) (43) (43)

RESLIUCIUNING CEIGES......cveececiesiseete ettt (34) - -

Profit/(10ss) before iNCOME taX EXPENSE........vcvvveieirirereeieeiere st ere s sessesese e e ssessessnenen: (17) 8 17
Overview

In March 2012, HSBC Financial Corporation Limited announced the winding down of the consumer finance business in
Canada and, except for existing commitments, ceased origination of loans. Accordingly, C$34m in restructuring costs were
incurred in the first quarter relating to employee severance, pension curtailment and changes in benefits plans, uneconomic
contracts, onerous leases and impairment of fixed assets including leasehold improvements.

Excluding restructuring charges, the consumer finance business recorded a profit before income tax expense of C$17m for the
first quarter of 2012 compared with a profit of C$8m for the same period during 2011 and unchanged compared to the fourth
quarter of 2011. The improvement in profit from the first quarter in 2011 was due to cost management initiatives which
resulted in decreased operating expenses.
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Management’s Discussion and AnalysiS (continued)

Financial performance

Net interest income was C$73m, an increase of C$3m or 4.3% compared to the same period last year and little changed
compared to the fourth quarter of 2011. The year over year increase was primarily due to lower funding costs, partially offset
by lower interest income due to lower average receivables. Average receivables declined by approximately C$0.1bn, or 4.0%
year over year.

Net fee income was C$11m, little changed compared to the same period during 2011 and unchanged from the fourth quarter
of 2011.

Loan impairment charges and other credit risk provisions were C$31m and largely unchanged compared to the same quarter
in 2011 and increased by C$6m or 24.0% compared to the fourth quarter of 2011.

Total operating expenses were C$38m, a decrease of C$5m, or 11.6% compared to both the first and fourth quarters of 2011
and C$5m or 11.6% lower than the fourth quarter of 2011, due to effective cost reduction initiatives.

Other
Quarter ended

31 March 31 March 31 December
2012 2011 2011
$m $m $m
NEL INEEIESE INCOME. ...ttt bbbt bbbttt en e (6) 4) (6)
NEL rAdiNG INCOME.......viiiieececieie ettt 7 4 5
Net loss from financia investments designated at fair Value...........cccovveeiinenneeccienenneeeens (24) 8 -
Other OPErating INCOME. ......cuiuiriiiiecitieieieire ettt 9 15 15
NEL OPErAtiNG INCOIMIE........cuiiiieteieeeert sttt b bbbttt e s bbb 4 7 14
TOtal OPErating EXPENSES. ......cveuieciireieietrise ettt b bbbttt ettt bbb b b (24) (15) (16)
L 0SS DEfOre iNCOME taX EXPENSE .......cviereeeeiiieireteie ettt bbb (28) (8) (2)

Activities or transactions which do not relate directly to the above business segments are reported in Other. The main items
reported under Other include gains and losses from the impact of changes in credit spreads on financia instruments
designated at fair value, revenue and expense related to information technology services sold to HSBC Group companies on
an arm’s length basis. A loss before income tax expense of C$28m was recorded in the first quarter of 2012, compared with a
loss of C$8m for the first quarter of 2011. The variances from comparative periods are primarily due to the impact of changes
in credit spreads on financia instruments designated at fair value and changes in intercompany revenue and expense relating
to technology services sold to other HSBC Group companies.
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Quarterly summary of Condensed Consolidated Statements of Income (unaudited)

The following table presents a summary of quarterly consolidated results for the last eight quarters:

Quarter ended

31 March 31 December 30 September 30 June 31 March 31 December 30 September 30 June

2012 2011 2011 2011 2011 2010 2010 2010

$m $m $m $m $m $m $m $m

Total revenue ®........cooooooeeeevieeeriieenriesenn, 681 562 653 597 610 633 605 661

Profit for the period.........cooceoecnnneccicnnnnee 220 135 201 208 160 118 146 200

ofit attributable to common shareholders....... 202 118 182 191 142 96 124 178

ofit attributable to preferred shareholders...... 15 15 16 15 15 15 16 15
Profit attributable to non-controlling

INEEIESES. ...t 3 2 3 2 3 7 6 7

Basic earnings per common share.................. 0.41 0.24 0.36 0.38 0.28 0.19 0.25 0.36

1 Total revenueisreported as“ net operating income before loan impairment charges and other credit risk provisions’ on the consolidated income
statement.

The quarterly trends in revenue and expenses for 2011 and 2010 were disclosed on pages 24 and 25 of the Annual Report and
Accounts for 2011.

Critical Accounting Policies and Impact of Estimates and Judgements

There have been no changes in the accounting policies that are deemed critical to the bank’s results and financial position, in
terms of the materiality of the items to which the policy is applied, or which involve a high degree of judgement including the
use of assumptions and estimates. Critical accounting policies and impact of estimates and judgements are disclosed on pages
25 to 28 of the bank’s Annual Report and Accounts for 2011.

Off-Balance Sheet Arrangements

During the norma course of business, the bank makes extensive use of financial instruments including funding loans,
purchasing securities and other investments, accepting deposits and entering into various derivative instrument contracts.
These arrangements were described on page 29 of the Annual Report and Accounts for 2011. There have been no changesin
the basis of calculating the fair value of financial instruments from 31 December 2011, and there have been no significant
changes in the fair value of financial instruments that arose from factors other than normal economic, industry and market
conditions. For financia instruments, including derivatives, valued using significant non-observable market inputs (level 3),
assumptions and methodol ogies used in our models are continually reviewed and revised to arrive at better estimates of fair
value.

Management’s Responsibility for Financial Information

A rigorous and comprehensive financial governance framework is in place at the bank and its subsidiaries at both the
management and board levels. Each year, the Annua Report and Accounts contains a statement signed by the Chief Executive
Officer (CEO) and Chief Financia Officer (CFO) outlining management’s responsibility for financial information contained
in the report. Certifications, signed by the CEO and CFO, were filed with the Canadian Securities Administrators in March
2012 when the Annual Report and Accounts and other annual disclosure documents were filed. In those filings, the CEO and
CFO certify, asrequired in Canada by National Instrument 52-109 (Certification of Disclosure in Issuers’ Annual and Interim
Filings), the appropriateness of the financial disclosures in the annua filings, the design and effectiveness of disclosure
controls and procedures as well as the design and effectiveness of internal controls over financial reporting to provide
reasonabl e assurance regarding the reliability of financia reporting in accordance with IFRS. The CEO and CFO have signed
certifications relating to the appropriateness of the financial disclosures in interim filings with securities regulators, including
this MD& A and the accompanying unaudited interim consolidated financia statements for the quarter ended 31 March 2012,
and their responsibility for the design and maintenance of disclosure controls and procedures and internal controls over
financia reporting to provide reasonable assurance regarding the reliability of financia reporting in accordance with IFRS.
There have been no changes in internal controls over financial reporting during the quarter ended 31 March 2012 that have
materially affected or are reasonably likely to affect internal control over financia reporting.

Asin prior quarters, the bank’s Audit and Risk Committee reviewed this document, including the attached unaudited interim
consolidated financial statements, and approved the document prior to its release.

13



HSBC Bank Canada

Management’s Discussion and AnalysiS (continued)

A comprehensive discussion of the bank’ s businesses, strategies and objectives can be found in the Management’ s Discussion
and Analysis in the Annua Report and Accounts for 2011, which can be accessed on the bank’s web site at www.hsbc.ca
Readers are also encouraged to visit the site to view other quarterly financial information.

Related Party Transactions

Related party transaction policies and practices are unchanged from those outlined on page 31 of the Annua Report and
Accounts for 2011. All transactions with related parties continue to be priced and accounted for asif they were provided in an
open market on an arm’ s length basis or, where no market exists, at fair value. Transactions with related parties are detailed in
note 12 to the accompanying consolidated financial statements.

Outstanding Shares and Securities

At 3May 2012

Number Amount ($m)
HSBC Canada Asset Trust Securities (HSBC HaTS™)®
S SEIHES 20152 ...ttt ettt e et e et e e enen 200,000 200
Preferred Shares— Class 1
S SEHIES O oottt e ettt en e en e er e enrnnen 7,000,000 175
S LT=< 1 2 OO 7,000,000 175
B L= = AT 10,000,000 250
Preferred Shares — Class 2
S SEIIES B .ottt ettt e et et e e en s 86,450,000 346
946
Common shares
HSBC BANK CBNAUA ... seeeeeseeesee e eeseee s ees e s sese et eesseeeseeeseeeseeeseeeseeeseeeseeeseeeseesseeesesseesseessesseesseees 498,668,000 1,225

Reported in non-controlling interests in the Consolidated Statement of Financial Position.

Cash distributions are non-cumulative and are payable semi-annually in an amount of C$25.75 per unit.
Cash dividends are non-cumulative and are payable quarterly in an amount of C$0.31875 per share.
Cash dividends are non-cumulative and are payable quarterly in an amount of C$0.3125 per share.
Cash dividends are non-cumul ative and are payable quarterly in an amount of C$0.4125 per share.
Cash dividends are non-cumulative and are payable quarterly in an amount of C$0.0775 per share.

OOUTh WNE

During the first quarter of 2012, the bank declared and paid C$83m in dividends on HSBC Bank Canada common shares, an
increase of C$8m from the same period in 2011.

Regular quarterly dividends of 31.875 cents per share have been declared on HSBC Bank Canada Class 1 Preferred Shares —
Series C, 31.25 cents per share on Class 1 Preferred Shares — Series D, 41.25 cents per share on Class 1 Preferred Shares —
Series E and 7.75 cents per share on Class 2 Preferred Shares — Series B. Dividends will be paid on 30 June 2012, for
shareholders of record on 15 June 2012.
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Management’s Discussion and AnalysiS (continued)

Risk Management

All of our business activities involve the measurement, evaluation, acceptance and management of some degree of risk, or
combinations of risks. Risk management is the identification, analysis, evaluation and management of the factors that could
adversely affect our resources, operations, reputation and financial results. The most important risk categories that we are
exposed to include capital management, credit, liquidity and funding, market, structural, and operational risk. A discussion of
our risk management activities including both quantitative and qualitative factors is risk management included on pages 32 to
54 of our 2011 Annual Report and Accounts. There have been no changes in our processes and no material changes in

quantitative factors during the first quarter of 2012.

Capital Management

31 March 31 December
2012 2011
$m $m
TOLAl LI L CAPITAL ..eeueeeeeeeeieeri ettt e bbb bt e bRt E e b bRt ne bbbt e bbbt 4,823 4,731
LI = I = TS 846 906
Total tier 1 and tier 2 capital available for regulatory PUIPOSES .......cccccerirriririeeeeresesie et 5,669 5,637
[l R = g A o= T 1 - OSSOSO 3,647 3,555
TOtal FiISK-WEIGNTEA GSSELS ...c.eeiiiueiiiririeteiei etttk b s d b e bbb e st bbbt et b bt e et 36,460 35,322
Actual regulatory capital ratios
THEN L CAPITAL ottt 132 % 134 %
Tota capitd ....... 15.6 % 16.0 %
Coretier 1 capital ........ccceceevrenneee 10.0 % 10.1 %
Actual assetSt0 Capital MUITIPIE ..ovovvieeeccii e et e et st se e s st enenenens 13.2 x 13.1 x
Minimum regulatory capital ratiosrequired
Tier 1 capital 70 % 70 %
Total capital 10.0 % 10.0 %

Credit Risk

L oan portfolio diversity

Concentration of credit risk may arise when the ability of a number of borrowers or counterparties to meet their contractual
obligations are similarly affected by external factors. Examples of concentration risk would include geographic, industry and

environmental factors. Therefore, diversification of credit risk is akey concept by which we are guided.
In assessing the risks of our credit portfolio, we aggregate al exposure types that result in credit risk

The following is an analysis of the constituents of our portfolio:

31 March 31 December

2012 2011

$m $m

Loansincluded in financial statements, net of impairment allOWaNCES..........ccceiirririreenrrre e 45,395 44,357
Impairment alloWanCes @ ..o 467 464
Less:  Reversereposand stock borrowing balances With CUSIOMENS..........ocucuiirririrceireniie e (1,553) (1,050)
SOt tErM SEIEMENES ....veeieicicee et ne et s e e e et st e se e e st e s e ne e s e es (302) -
Customers' liability under acceptances... 4,356 4,059
Trading @CCEPLANCES. .......cveeeireririeeeeeiresesee e sresesesesaeseesesessesesessessssssesens 2,161 1,975
Guarantees and irrevocable letters of credit pledged as collateral security 2,762 2,641
Documentary credits and short-term trade related tranSaCtioN............cccceveerieeeiirisre e 324 294
TOB JOANS....cuveteiieisi ettt ettt s ket b ea et s e bbb s e e bbb A b et s ARt bRt bbb bt b e e 53,610 52,740
Impaired loans and other impaired Credit EXPOSUIES @ .............ovvieveeveieeereeeseeseeeee e sssssssesesesssnseees (788) (732)
LI I o= g o 01T 0o 1 Fo = gL UTT 52,822 52,008

1 Includedin ‘Other liabilities' is $72m (31 December 2011: $73m) in collective impairment allowances relating to off-balance sheet credit

instruments.
2 Includes $59m (31 December 2011: $54m) of impaired acceptances and letters of credit.
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Performing loan portfolio

31 March 2012 31 December 2011
$m % $m %
Business and government 10aNS @ ............coo.oovveveeesevessesseseese s 25,904 49.0 25,092 483
Residential MOMQAgES .......ccoururururerireririeiee st e 19,073 36.1 18,951 36.4
ConsUMEr fiNANCE I0ANS......c.covieireeeeie e, 2,363 45 2,441 4.7
Other CONSUMEN [0ANS..........ceiveiiieieeieeee e, 5,482 10.4 5,524 10.6
Total performing lO8NS..........coveueirirreeetrre e, 52,822 100.0 52,008 100.0

1 Includes $478m (31 December 2011: $454m) of construction and other loans secured by mortgages over residential property.

Credit Quality of Financial Assets

The credit quality of financial assetsis broadly unchanged at 31 March 2012 compared with 31 December 2011. The increase
in impaired facilities is mainly due to a small number of specific advances, which became impaired during the quarter.
Eurozone exposures decreased from $746m at 31 December 2011 to $488m at 31 March 2012 of which there was no
sovereign debt. Exposures to corporates in Greece, Ireland, Italy, Portugal and Spain are little changed compared to 31
December 2011. Exposures to Switzerland and the United Kingdom decreased by $49m to $881m at 31 March 2012 including
sovereign debt exposure of $635m down from $695m at 31 December 2011.

Impaired loan portfolio

31 March 31 December

2012 2011
$m $m
Business and government

Real estate..... 249 256

Manufacturing.. 41 41

THBOE. ...ttt b bt £ bR bR AR R AR £ ARk h e R R R E R e R E R Rt E b bRt n e renn 68 68

SEIVICES ..ttt ettt ettt ettt bttt s st et b et s e e e e s s A b s A s s et A AR R e R bR st A R E bR s bt s ARt st s b e e e 103 95

68 22

ONET ..ttt ettt sttt s s b b s e e e AR R A A RS E e e AR A ARt b et R Rttt s bt e 55 51

584 533

RESIAENLIAl MOIGAIES ... vttt bbbt b b e ettt bttt r e 108 103

Consumer finance loans 59 59

OtNEr CONSUMEY [OBNS.......cvveuiieirieteieieestetseeesie et esee e e et st sesaesese e sebesesenese s esesese e e s eeebesese e seebesaseneseseebesesenesesssnsenaneneas 37 37

Total impaired loans, acceptances and 1etters Of Credit @ ..o esenes 788 732

SPECITIC BIIOWENCES......c.eietieiese ettt bbbt b e b st e s b bt n e bbbt et ee bbb et et as b et eneneanas 204 208

Collective allowances @ 335 329

Total AllOWANCES FOr CrEOIT IOSSES......cveeteueiiririete ettt b bbbt bbbt ne bbb 539 537

Net impaired loans, acceptances and [ELtErS Of Credit.........ccouvrvrreiienrseee e 249 195
Allowance as percentage of total impaired loans, acceptances and letters of credit..........ooovvvnccccceennnes 68.4% 73.4%

1 Includes $59 million (31 December 2011: $54 million) of impaired acceptances and letters of credit
2 Included in ‘Other liabilities’ is $72m (31 December 2011: $73m) in collective impairment allowances relating to off-balance sheet credit
instruments.
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Movement in impair ment allowances

Customers
Individually Collectively
assessed assessed @ Total
$m $m $m
Quarter ended 31 March 2012
AL L JANUANY 2002 ...ttt bbbt 208 329 537
AmMOoUNtS WIEEN Off ... (12) (30) (42)
Recoveries of loans and advances written off in previous periods.. - 1 1
Charge tO INCOME ..ot 13 35 48
Other MOVEMENES ...ttt se st se s s sesese e e s esesesesessneesesnsens (5) — (5)
AL BLMArCh 2012t 204 335 539
Quarter ended 31 March 2011
AL L JANUANY 2001 ...ttt 227 400 627
AmMOoUNtS WIEEN OFf ... a7 (42) (59)
Recoveries of loans and advances written off in previous periods..........coeeeeevrevereeennns - 2 2
Charge t0 INCOME ...ttt bbb et b et ettt be e 21 28 49
Other MOVEMENES ......cveveeeiirisiete et se et s e s ae st e e se e s sesesenessnensesnsens (4) (1) (5)
At BLMACN 2011 ...ttt 227 387 614
Quarter ended 31 December 2011
AL L OCLODE 200D ...ttt 206 330 536
Amounts written off a7 (35) (52)
Recoveries of loans and advances written off in previous periods..........coeeeervreverecennnns - 2 2
Charge t0 INCOME ...ttt bbb b et st b bbbt 22 32 54
Other MOVEMENES ......cveveeeiiriseete ettt se st st e e se e ssesesesesessneesesnsens 3) — 3)
At 31 DECEMDEN 2011 ......oveiiieireieieiee sttt enenas 208 329 537

1 Collectively assessed impairment allowances of $72m (31 March 2011: $65m; 31 December 2011: $73m) relating to off-balance sheet credit
instruments have been included in ‘ Other liabilities'.

Credit Ratings

Standard & Poor’s (“S&P’) and DBRS® maintain credit ratings of our debt and securities. The ratings are made within the
rating agencies' normal classification system for each type of debt or security. Our credit ratings influence our ability to
secure cost-efficient wholesale funding.

Investment grade ratings are unchanged from 31 December 2011 and remain among the highest assigned to the Canadian
banks.

The bank’s current ratings are as follows:

S&P DBRS
ShOMt-TONM INSITUMENTS. ...ttt ettt b e e b bbb bbb e s bbb se e e bt be et et A-1+ R-1 (High)
D= o Lo I L= g o = T To e (= o TS AA- AA
SUDOIAINGEEA TEDL........cueeeiteieeret et b e et b bbb st b bkt bbb b et st A AA (Low)
PIEFEITEA SNAIES.......oveorveeeee e ee s e er e ee s ee s sn e sn e an e sneen P-1 (Low) @ Pfd-2 (High)
HSBC Canada Asset Trust Securities (HSBC HATS™) ... P-1 (Low) @ A (Low)

1 Based on S&P’'s Canadian national preferred share scale. Ratingsare ‘A-" on S& P’ s global preferred share scale.
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Valueat Risk (“VaR”)

VaR is a technique that estimates the potential losses that could occur on risk positions as a result of movements in market
rates and prices over a specified time horizon and to a given level of confidence. Information in connection with VaR is
included in our Annual Report and Accounts for 2011 on pages 52 and 53.

VaR disclosed in the table and graph below is the bank’s total VaR for both trading and non-trading financial instruments and
iswithin the bank’s limits.

Quarter ended
31 March 31 December
2012 2011
17 16
16 22
12 15
18 29

$ Million

Q12011 Q22011 Q32011 Q42011 Q1 2012
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Consolidated income statement (Unaudited)

Notes

11 =S T ot = TSRS
INEEIESE EXPENSE ...ttt sttt ene e ene e

NELINEErESE INCOME ...vviveieieecieee ettt saeaenens

FEEINCOME ...ttt et a bbb e sae s ene e erin
FEEEXPENSE ..ot

NEL FEEINCOME ..ottt eae e nan

Trading income excluding net iNterest iNCOME ........cocovrurueierenerineeieesereseseeereseens
Net interest income on trading 8CHIVILIES ........cccccerrrieeiirrsee e

NEL trading INCOME .....ecveeiireeieee et e e saeaenens

Net gain (loss) from financial instruments designated at fair value ............oov...
Gainslesslosses from financial iNVESIMENES .......ccccveueeiinirrieeeer e
Other OpPerating INCOIMIE .........c.ciiriririereiteriree ettt
Gain on sale of full-service retail brokerage buSINESS...........cccevvvrvereererivisieenns 13

Net operating income befor e loan impairment charges and other credit risk
PIOVISIONS .ottt bbbttt bbbt

Loan impairment charges and other credit riSk proviSions ..........cccoeeveeeennneinns
NEt OPErating INCOME .....cvvriiiiiiirie ettt et

Employee compensation and DEenefits ...
Genera and adminiStrative EXPENSES .....cccoveveveererirerieeseeessseeessseseseseeessessssssesees
Depreciation of property, plant and eqUIPMENt ..........coverceeennnencrceees
Amortization and impairment of intangible assets ..
RESLIUCIUNNG ChAIGES ...ttt aenns 14

Total OPErating EXPENSES .....cevrirerireereeerereserseseesesesessssesesesssessesesssssssessesssenssnsens
OPEratiNng PrOfit .oeoieeeeeceeiiereie ettt
Share of Profit iN @SSOCIALES .......cceeerirerieeeierer ettt
Profit beforeincome tax EXPENSE ........cvviecccieienrs s

INCOME LAX EXPENSE ....uvviieiireetet ettt st b b
Profit for the PEriOM ......ccvveveecieii e

Profit attributable to common shareholders
Profit attributable to preferred shareholders
Profit attributable to Shareholders ...
Profit attributable to non-controlling INLErestS ..........ocoveeeecrececeinnnnecccece s

Average number of common shares outstanding (000°S) .........ccccerrrerrnrenicreeees
Basic earnings per COMMON SHare .......cccccovririeieririsieeeereses e

Quarter ended

31 March 31 March 31 December
2012 2011 2011
$m $m $m
586 607 585
(188) (225) (192)
398 382 393
168 183 185
(25) (20) (28)
143 163 157
32 36 23

8 1 8

40 37 31
(14) (8 -
17 16 3
13 20 (22)
84 — —
681 610 562
(48) (49) (59)
633 561 508
(190) (208) (178)
(104) (117) (109)
C) (10) ©)]
©) ()] (18)
(36) - (14)
(342) (339) (323)
291 222 185
1 1 —
292 223 185
(72) (63) (50)
220 160 135
202 142 118
15 15 15
217 157 133
3 3 2
498,668 498,668 498,668
$ 0.41 $ 0.28 $ 0.24

The accompanying notes on pages 26 to 37 and the sections of “ Risk Management” within the Management’s Discussion and Analysis on pages

15to 18 forman integral part of these financial statements.
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HSBC Bank Canada

Financial Statements (Unaudited) (continued)

Consolidated statement of comprehensive income (Unaudited)

Quarter ended
31 March 31 March 31 December
2012 2011 2011
$m $m $m

Profit fOr tNEPEXIOU ....c.oeeeece e 220 160 135

Other comprehensive income/(loss)

Available-for-sale INVESIMENES ..ot (17) (31) (22)
—fair VAlUE QAINT/(IOSSES) ...ecveuiiiririeieeiresieie ettt (12) (26) 27
—fair value gains transferred to income statement on disPosal .........cccccevereeenrenieicnens a7 (16) 3
—income taxes 11 11 8

Cash FlOW NEAGES ......cvveeicreiircre e e (106) (56) 6
—fair value (losses)/gains. . (150) (80) 8
—INCOME AXES ..ot . 44 24 (2)

Actuarial (losses)/gains on defined benefit plans ... (27) 6 11
— before income taxes ........cccovvveveenicereeiennnnens . (36) 13 14
—TNCOIME TAXES ...vveeieiresteiet ettt b bttt bbbt b et b bbb eb e bt st et ebnben 9 (7) 3)

Other comprehensive loss for the period, Net of taX .........cccovveeernrncceeeeee (150) (81) (5)

Total comprehensiveincome for the PEriod ... 70 79 130

Total comprehensive income for the period attributable to:

— SNAMENOIAETS ...ttt 67 76 128
— non-controlling interests 3 3 2
70 79 130

The accompanying notes on pages 26 to 37 and the sections of “ Risk Management” within the Management’ s Discussion and Analysis on pages
15to 18 forman integral part of these financial statements.
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HSBC Bank Canada

Financial Statements (Unaudited) (continued)

Consolidated statement of financial position (Unaudited)

31 March 31 March 31 December
2012 2011 2011
Notes $m $m $m
ASSETS
Cash and balances at central Bank .............cccceeiveereiiceiciieeeee e 141 63 77
Items in the course of collection from other banks .............ccoceeeeviieviiecceceees 127 103 104
Trading assets . 4 5,751 4,487 4,587
DEIVBLIVES ....vveeieieicteteetsee ettt ettt se s s bbb ss s st ebebe e s s esebenenens 5 1,963 1,422 2,203
Loans and advanCes to DaNKS ..........ccceeeeierieiieicecesees ettt 1,546 5,590 4,530
Loans and advances to customers 45,395 46,024 44,357
Financial investments ... . 6 20,350 15,693 19,168
Other assets .....ccceeeveeevereeeeeenen . 661 642 559
Prepayments and aCCrued INCOME .......ccvvverueeeieerererieeeesesesesessesssesssessssesesesesessssesesssens 237 223 225
Customers' liability Under aCCEPLANCES. .......couvrirerieieirer et 4,356 4,679 4,059
Property, plant and equipment............. . 120 119 123
Goodwill and intangible assets. 75 94 76
LI = 5 = £ ST 80,722 79,139 80,068
LIABILITIESAND EQUITY
Liabilities
DePOSItS DY DANKS ..ot 1,439 1,452 1,377
CUSLOMEY aCCOUNES .....veevveeieeineeieieiesie e seeeeeenas 47,037 44,420 46,614
Items in the course of transmission to other banks .. 396 178 288
Trading liabilities .....ccccovveiecceee e . 7 3,061 3,419 2,996
Financial liabilities designated at fair VAIUE ..o 8 1,002 976 1,006
DEIVALIVES ...ovieieeectcteeee ettt ettt ae s se bbb e s se s bt be e e s enebenenens 5 1,511 1,244 1,746
DELE SECUMTIES TN ISSUE ..ttt eas 14,006 15,229 13,327
Other lHADITTIES ..ottt ettt bbb benan 1,553 1,770 2,260
Acceptances . 4,356 4,679 4,059
Accruals and deferred INCOME.........ccovieireiereese e 540 553 566
Retirement benefit lHabilitieS........cooevieeicecce e 325 253 300
Subordinated [HaDIlItIES .......c.cceveueiiicic et 324 322 326
Total [HADIITIES ..vcveeeeeectcec ettt 75,550 74,495 74,865
Equity
Preferred shares ..... . 946 946 946
Common shares ... . 1,225 1,225 1,225
OhEI TESEIVES ...ttt st s b e sa s sae e enens 316 110 439
RELAINE BAMMINGS ....vcviiiireeieeeererie ettt 2,455 2,133 2,363
Total SharehOlders’ EQUILY ......ccoeurerieeiiriririeie et 4,942 4,414 4,973
[N ToTaRelali o 1T aTe Ml 1= = ST RRT 230 230 230
LI €= =0 111 ST 5,172 4,644 5,203
Total equity and lahilItIES .....ccvvvveveeeeeierise e es 80,722 79,139 80,068

The accompanying notes on pages 26 to 37 and the sections of “ Risk Management” within the Management’ s Discussion and Analysis on pages
15to 18 forman integral part of these financial statements.
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HSBC Bank Canada

Financial Statements (Unaudited) (continued)

Consolidated statement of cash flows (Unaudited)

Quarter ended
31 March 31 March 31 December
2012 2011 2011
Notes $m $m $m
Cash flows from operating activities
Profit DEfOr@ X ...eovveeeeeieeeie e 292 223 185
Adjustments for:
—non-cash itemsincluded in profit beEforetax ... 9 (19 71 89
—changein operating assets .......ccccoevvvevenene. .9 (2,236) (1,075) (207)
—change in operating liabilities . . 9 902 321 (545)
S EBX PAIA oo (306) (65) (34)
Net cash used in Operating 8CtIVILIES ........cccoveeeireririeeecerree e (1,362) (525) (512)
Cash flows from investing activities
Purchase of financial INVESIMENLS ..o (13,021) (4,507) (4,322)
Proceeds from the sale and maturity of financial investments .........c.coccceeevvrevrecennnns 11,822 4,932 5,313
Net cash flows from the sale of full-service retail brokerage business. . (116) - -
Purchase of property, plant and eqUIPMENt ..o (19 (20) (19
Proceeds from sale of property, plant and eqUIPMENt ........cccoeeeeerrerreeeneresseeeeens - - 8
Purchase of INtaNGIDIES ..o (2) — (21)
Net cash generated from/(used in) iNVesting aCtiVIties ... (1,331 415 959
Cash flows from financing activities
Dividends paid to ShAarehOldersS ..........ccociriririeieiiinreeeereree e (98) (90) (90)
Distributions to NON-CoNtrolliNg INEErESES.........ccevrerreeerire s seseesenens 3) (3) (2)
Net cash used in finaNCiNg ACIVITIES ........ccviirrriicccee e (101) (93) (92)
Net increase/(decrease) in cash and cash equivalents ..........ccoceovecennnnneccnnen (2,794) (203) 355
Cash and cash equivalents at the beginning of the period.........cccoecveevvvvcceccrerseeenns 4,699 6,680 4,344
Cash and cash equivalents at the end of the period...........ccceevvvveeeiveenenseece s 9 1,905 6,477 4,699

The accompanying notes on pages 26 to 37 and the sections of “ Risk Management” within the Management’ s Discussion and Analysis on pages
15to 18 forman integral part of these financial statements.
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HSBC Bank Canada

Financial Statements (Unaudited) (continued)

Consolidated statement of changes in equity for the quarter ended 31 March 2012 (Unaudited)

Other reserves

Available-

for-sale  Cash flow Total Non-
Share Retained fair value hedging Total Other  shareholders controlling Total
capital earnings reserve reserve Reserves equity interests equity
$m $m $m $m $m $m $m $m
AtL138NUANY D oo 2,171 2,363 138 301 439 4,973 230 5,203
Profit for the period ... - 217 - - - 217 3 220
Other comprehensive income (net of tax) ......ccccovveeeveene — (27) (17) (106) (123) (150) — (150)
Available-for-sale investments ...........ccceeceeennnnnicecnenne - - a7 - 17 17) - a7
Cash floW hedgesS .........ccurururirieirreee e - - - (206) (106) (106) - (1206)
Actuarial gaing/(losses) on defined benefit plans ................ - (27) - - - (27) - (27)
Total comprehensiveincome for the period ..........cccoceueeee - 190 a7 (106) (123) 67 3 70
Share capital issued, Net Of COSES ......cevvrrrreererirrieeeene - - - - - - - -
Dividends paid on cOmmon Shares ..........cccceerererereeerererenennas - (83) - - - (83) - (83)
Dividends paid on preferred shares .........ccccoeoeevevecenerenenns - (15) — — — (15) — (15)
Distributions to unit holders.......... - - - - - - ?3) 3
Other movements .. — — - - — - — —
ALSLMECH e 2,171 2,455 121 195 316 4,942 230 5,172

(2) Includes reclassification of $28m from “ Cash flow hedging reserve” to “ Available-for-sale fair valuereserve” asat 31 December 2011.

The accompanying notes on pages 26 to 37 and the sections of “ Risk Management” within the Management’s Discussion and Analysis on pages 15 to 18 form an integral part of these

financial statements.
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HSBC Bank Canada

Financial Statements (Unaudited) (continued)

Consolidated statement of changes in equity for the quarter ended 31 March 2011 (Unaudited)

Other reserves

Available-
for-sale  Cash flow Total Non-

Share Retained fair vaue hedging Total Other shareholders controlling Total

capital earnings reserve reserve Reserves equity interests equity

$m $m $m $m $m $m $m $m

At 1 January ........... 2,171 2,058 81 116 197 4,426 230 4,656
Profit for the period - 157 - - - 157 3 160
Other comprehensive income (net of tax) ......cccceevveeevenene — 6 (31) (56) (87) (81) — (81)
Available-for-sale investments - - (31) - (31) (31) - (31)
Cash floW hedgesS .........ccurururirieirreee e - - - (56) (56) (56) - (56)
Actuarial gaing/(losses) on defined benefit plans ................ - 6 - - - 6 - 6
Total comprehensiveincome for the period ..........cccoceueeee - 163 3D (56) 87) 76 3 79
Dividends paid on cOmmon Shares ...........ccccoeerereevereerenennes - (75) - - - (75) - (75)
Dividends paid on preferred Shares .........ccccoveveeveeeeevrerenennns - (15) - - - (15) - (15)
Distributions to unit holders...........coovicicenininneeee - - - - - - 3) 3
Other MOVEMENES .....ccoiiierieeceree et — 2 - — — 2 — 2
AL 3L MACH oo s 2,171 2,133 50 60 110 4,414 230 4,644

The accompanying notes on pages 26 to 37 and the sections of “ Risk Management” within the Management’s Discussion and Analysis on pages 15 to 18 form an integral part of these

financial statements.
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HSBC Bank Canada

Notes on the Financial Statements (Unaudited)

1

Basis of preparation

@)

(b)

(©

(d)

Compliance with International Financial Reporting Standards

HSBC Bank Canada (“the bank”, “we”, “our”) is an indirectly wholly owned subsidiary of HSBC Holdings plc (“the
Parent”, “HSBC"). In these consolidated financial statements, HSBC Group means the Parent and its subsidiary
companies. These consolidated financial statements are prepared in accordance with International Accounting
Standard (“1AS’) 34 ‘Interim Financial Reporting’ as issued by the International Accounting Standards Board
(“IASB”") and in accordance with Section 308 of the Bank Act.

These interim financial statements should be read in conjunction with the bank’s 2011 annual consolidated financial
Statements.

Presentation of information

The bank’s consolidated financial statements are presented in Canadian dollars which is aso its functional currency.
The abbreviation “$m” represents millions of dollars. All tabular amounts are in millions of dollars except where
otherwise noted. Certain prior period amounts have been reclassified to confirm with the current period presentation.

The bank provides services or enters into transactions with HSBC Group regarding the sharing of costs of
development by Canadian employees for certain technology platforms used by HSBC around the world. In previous
periods, we have shown the salary and related direct expenses for these employees and the recovery of these
expenditures on a gross basis as part of "General and administrative expenses' and "Other operating income”
respectively. Effective for the first quarter of 2012, the bank has reported the impact of these transactions on a net
basis by reclassifying the recovery of these expenditures from "Other operating income" to "Genera and
administrative expenses'. This change in presentation only affects transactions for which there is no arm's length
mark-up on costs. Prior periods have also been reclassified to conform to the current year's presentation. Asaresult,
the impact of this change is a reduction in "Other operating income" and "General and administrative expenses' of
$14m (31 March 2011: $20m; 31 December 2011: $12m).

The bank records a collective alowance on al items with credit risk including off-balance sheet credit instruments
such as guarantees and credit commitments. In previous periods, the collective allowance related to al credit
instruments has been recorded as a deduction from "Loans and advances to customers'. Effective for the first
quarter of 2012, the bank has reclassified the portion of the collective allowance related to off balance sheet credit
instruments into "Other liabilities'. Prior periods have aso been reclassified to conform to the current year's
presentation. As aresult, the impact of this change is an increase in "Loans and advances to customers' and "Other
ligbilities" of $72m (31 March 2011: $65m; 31 December 2011: $73m).

Neither of the above reclassifications have any impact on reported financial results or Shareholders’ equity.

Use of estimates and assumptions

The preparation of financia information requires the use of estimates and assumptions about future conditions. The
use of available information and the application of judgement are inherent in the formation of estimates; actua
results in the future may differ from estimates upon which financial information is prepared. Management believes
that the bank’s critical accounting policies where judgement is necessarily applied are those which relate to
impairment of loans and advances, and the valuation of financial instruments as described on pages 66 to 78 of the
bank’s Annual Report and Accounts for 2011.

Consolidation

The consolidated financial statements of the bank comprise the financial statements of the bank and its subsidiaries
as at 31 March 2012. The method adopted by the bank to consolidate its subsidiaries is described on page 64 of the
Annual Report and Accounts for 2011.
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HSBC Bank Canada

Notes on the Financial Statements (Unaudited) (continued)

(e) Changes in accounting policy during 2012

There have been no changes in accounting policies as disclosed on pages 66 to 78 of the bank’s Annual Report and

Accounts for 2011.
(f) Future accounting developments
Future accounting developments have been disclosed on pages 65 to 66 of the bank’s Annual Report and Accounts
for 2011.
2 Summary of significant and critical accounting policies
There have been no significant changes to the accounting policies of the bank as disclosed on pages 66 to 78 of the
Annual Report and Accounts for 2011.
3 Employee compensation and benefits
Included within ‘Employee compensation and benefits' are components of net periodic benefit cost related to the
bank’ s pension plans and other post-employment benefits, as follows:
Quarter ended
31 March 31 March 31 December
2012 2011 2011
$m $m $m
Pension plans - defined DENEFIt..........coceirireeier e saenene 3 3 3
Pension plans - defined CONIDULION ...........coeueiirnirieeerese e 11 12 9
Healthcare and other post-employment benefit plans..........cccoceevrneieinnseecserereee 2 3 1
16 18 13
Actuarial valuations for the bank’s pension plans and non-pension arrangements are prepared annualy. The most
recent actuarial valuations of the defined benefit pension plans for funding purposes were conducted as at 31
December 2011.
4 Trading assets

At 31 March At 31 March At 31 December
2012 2011 2011
$m $m $m

Trading assets:
which may be repledged or resold by counterparties..............coeovceeennnneneceenn. 571 900 704
not subject to repledge or resale by COUNLErParties............ooevveererrreeenereseseeeeenes 5,180 3,587 3,883
5,751 4,487 4,587
At 31 March At 31 March At 31 December
2012 2011 2011
$m $m $m
Treasury and other eligible Dills...........cccvviiicii 405 982 245
DEDE SECUNTIES. ...ttt 1,965 1,795 2,034
EQUITY SECUNTIES......oviiiiicc s 38 29 29
CUSEOMEY TradiNG BSSELS .....cveveeerieieiiiririete ettt se sttt s s e 1,186 798 304
Bankers aCCEPLANCES ..o 2,157 883 1,975
5,751 4,487 4,587

Included within the above figures for the bank are debt securities issued by banks and other financial institutions of
$104m (31 March 2011: $59m; 31 December 2011: $84m) none of which are guaranteed by various governments.
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HSBC Bank Canada

Notes on the Financial Statements (Unaudited) (continued)

5 Derivatives

For a detailed description of the type and use of derivatives by the bank, please refer to the bank’s accounting
policies disclosed on pages 66 to 78, and Note 11 on page 95 to 101 of the bank’s Annual Report and Accounts for
2011.

Fair values of derivatives by product contract type held:

At 31 March 2012

Assets Liabilities
Trading Hedging Total Trading Hedging Total
$m $m $m $m $m $m
Foreign exchange ..........cccceuu.. 987 114 1,101 903 - 903
Interest rate 437 365 802 388 160 548
Commaodity 60 - 60 60 - 60
Grosstotal fair values ............. 1,484 479 1,963 1,351 160 1,511

At 31 March 2011

Assets Liabilities
Trading Hedging Total Trading Hedging Total
$m $m $m $m $m $m
Foreign exchange ........ccccoeue.e. 1,067 - 1,067 1,067 - 1,067
INterest rate .......ooevereeerreceennee 137 218 355 98 79 177
Grosstotal fair values ............. 1,204 218 1,422 1,165 79 1,244

At 31 December 2011

Assets Liabilities
Trading Hedging Total Trading Hedging Total
$m $m $m $m $m $m
Foreign exchange .........cccoeuue. 1,034 87 1,121 999 9 1,008
Interest rate 548 499 1,047 479 224 703
Commodity . 35 - 35 35 - 35
Grosstotal fair values ............. 1,617 586 2,203 1,513 233 1,746

Trading derivatives

Notional contract amounts of derivatives held for trading purposes by product type

At 31 March At 31 March At 31 December

2012 2011 2011

$m $m $m

FOreigN EXChANGE .....eeeeeeieiretec et 52,605 54,873 57,374
1= S = = TSRS 31,641 44,884 34,992
COMMOUILY ...ttt 473 - 130
TOtAl AENIVALIVES ...ttt aebenn 84,719 99,757 92,496

The notional or contractual amounts of these instruments indicate the nominal value of transactions outstanding at
the reporting date; they do not represent amounts at risk.
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HSBC Bank Canada

Notes on the Financial Statements (Unaudited) (continued)

Hedging instruments

Notional contract amounts of derivatives held for hedging purposes by product type

At 31 March 2012 At 31 March 2011 At 31 December 2011
Cash flow Fair value Cash flow Fair value Cash flow Fair value
hedge hedge hedge hedge hedge hedge
$m $m $m $m $m $m
Foreign exchange................. 1,919 - - - 1,389 -
Interest rate........c.coevevenennen. 23,800 3,770 15,576 2,686 24,740 4,494
Tota derivatives................. 25,719 3,770 15,576 2,686 26,129 4,494
Fair value of derivatives designated as fair value hedges
At 31 March 2012 At 31 March 2011 At 31 December 2011
Assets  Liabilities Assets  Liahilities Assets  Liabilities
$m $m $m $m $m $m
INEEIESE FALE ... 15 71 30 4 2 127
Gains or losses arising from the change in fair value of fair value hedges
Quarter ended
31 March 31 March 31 December
2012 2011 2011
$m $m $m
Gaing/ (losses)
ON hedging INSITUMENES .........vvevveeeeseeseeeseessesseesssesseesssesssesssessessssessssssesssseseenns 43 19 8
On hedged items attributabl e to the hedged risk (43) (18) (@)
The gains and losses on ineffective portions of fair value hedges are recognized immediately in “ Net trading income” .
Fair value of derivatives designated as cash flow hedges
At 31 March 2012 At 31 March 2011 At 31 December 2011
Assets  Liabilities Assets  Liabilities Assets Liahilities
$m $m $m $m $m $m
Foreign exchange...........ccocveiicccinncccees 114 - - - 87 9
INEEIESE FALE ... 351 89 188 75 497 97
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HSBC Bank Canada

Notes on the Financial Statements (Unaudited) (continued)

6 Financial investments
Financia investments consist of the following:
At 31 March At 31 March At 31 December
2012 2011 2011
$m $m $m
Financia investments
Not subject to repledge or resale by counterparties ............c.coeeeeeeceeennnenene. 20,350 15,693 19,168
Available-for-sale
Treasury billsand other eligible bills ... 2,351 2,009 1,716
Debt Securities and OtNEN ........c.cviveiieieccceee e 17,999 13,684 17,452
20,350 15,693 19,168
Included within the above figures for the bank are debt securities issued by banks and other financial institutions of
$2,014m (31 March 2011: $927m; 31 December 2011: $1,541m) of which $389m (31 March 2011: $421m; 31
December 2011: $270m) are guaranteed by various governments.
Included in the available-for-sale debt securities are debt securities issued by governments of $15,563m (31 March
2011: $12,659m; 31 December 2011: $15,590m).
7 Trading liabilities
At 31 March At 31 March At 31 December
2012 2011 2011
$m $m $m
Other debt SECUNTIES TN ISTUE ....c.cvveiiieriririeieieeres e 78 123 175
Customer trading liahilities................ 1,716 1,617 1,516
Other liabilities — net short positions 1,267 1,679 1,305
3,061 3,419 2,996
8 Financial liabilities designated at fair value
At 31 March At 31 March At 31 December
2012 2011 2011
$m $m $m
DDt SECUNTIES INTSSUE .......vveiirre et 575 563 580
Subordinated EDENTUIES ........cocouiveeieiireirie e 427 413 426
1,002 976 1,006

The carrying amount at 31 March 2012 of financial liabilities designated at fair value was $34m higher (31 March
2011: $25 higher; 31 December 2011: $35m higher) than the contractual amount at maturity. At 31 March 2012, the
cumulative amount of change in fair value attributable to changes in credit risk was a gain of $8m (31 March 2011:

$8m gain; 31 December 2011: $22m gain).
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HSBC Bank Canada

Notes on the Financial Statements (Unaudited) (continued)

9 Notes on the statement of cash flows

Quarter ended
31 March 31 March 31 December
2012 2011 2011
$m $m $m
Non-cash itemsincluded in profit beforetax
Gain on sale of full-service retail brokerage busineSS ...........coveeeeennnieccnicssee (84) - -
Depreciation and @mMOrtiZAtION ..........cccoeevvireeeeieniresieeessseseses e see e sesssessenens 15 14 26
Share based PayMENt EXPENSE........ccriirieetieieei e 4 5 5
Loan impairment charges and other credit risk provisions. 48 49 54
Charge for defined benefit PlanS.........cccveerreeceirseee e 3 3 4
(14) 71 89
Changein operating assets
Change in prepayment and acCrued iNCOME.........couirerurerrerererireesersereseseesssesssesesessesenes a7 37) 29
Change in net trading securities and net derivatives..........cccoeevvnccccennneneees (715) 156 (506)
Change in loans and advances to customers (1,086) (855) (714)
Change iN OtNEr BSSELS ....c.cviveeeeeeieriss ettt sa s e s seesenas (418) (339) 984
(2,236) (1,075) (207)
Changein operating liabilities
Change in accruals and deferred iNCOME...........cccvvvriririeeerereresese e seseesenes (21) (30) (22)
Change in depositS DY DaNKS ..........ccririiiccie e 62 621 401
Change iN CUSLOMET @CCOUNLES ........cocreveueieeriresisisieeseseses e se st e st se s seebenas 423 (1,208) 1,114
Change in debt securitiesinissue..........ccccevevrerereeeenenes 679 413 (1,173)
Changein financial liabilities designated at fair value... 4 @) 13
Change in other lHabilItIES........c.cueiiririieee e (237) 532 (878)
902 321 (545)
Cash and cash equivalents
Cash and balances at central Dank ... s 141 63 7
Items in the course of collection from/(to) other banks, net .. (269) (75) (184)
Loans and advances to banks of onemonth or less......... 1,546 5,590 4,530
T-Bills and certificates of deposits —three months or 1SS .......cccovureeiennerirceccicine 487 899 276
1,905 6,477 4,699
Interest
INEEIESE PAI ...ttt 147 184 237
INEErESE FECERIVEL. ...ttt bbb 582 577 611
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Notes on the Financial Statements (Unaudited) (continued)

10 Contingent liabilities, contractual commitments, and guarantees

At 31 March At 31 March At 31 December
2012 2011 2011
$m $m $m

Guarantees and other contingent liabilities
Guarantees and irrevocable letters of credit pledged as collateral security ............ 2,762 2,281 2,641

Commitments

Documentary credits and short-term trade-related transactions ............ccocveeeeee 324 353 294
Undrawn formal standby facilities, credit lines and other commitments to lend 36,683 34,478 37,417
37,007 34,831 37,711

11

(1) Based on original contractual maturity.

Litigation

We are subject to a number of legal proceedings arising in the normal course of our business. We do not expect the
outcome of any of these proceedings, in aggregate, to have a material effect on our consolidated financial position or
our results of operations.

Segment analysis

We manage and report our operations according to our main customer groups. Various estimate and allocation
methodologies are used in the preparation of the customer groups financial information. We allocate expenses
directly related to earning revenues to the groups that earned the related revenue. Expenses not directly related to
earning revenue, such as overhead expenses, are allocated to customer groups using appropriate allocation formulas.
Customer group net interest income reflects internal funding charges and credits on the customer groups’ assets,
liabilities and capital, at market rates, taking into account relevant terms and currency considerations. The offset of
the net impact of these charges and creditsis reflected in the Global Banking and Markets segment.

A description of each customer group is as follows:

Retail Banking and Wealth M anagement

Retail Banking and Wealth Management provides services to individuals by offering a comprehensive range of
financial products and services, which include retail banking, asset management, discount brokerage and trust and
advisory services.

Commercial Banking

Commercial Banking meets the needs of Canadian commercial and corporate clients by offering commercial and
corporate banking, asset management, merchant banking, treasury and trade finance.

Global Banking and Markets

Global Banking and Markets provides a comprehensive range of financial services to an international group of
HSBC's large multinational clients as well as client sales, service and distribution, statement of financial position
management, and proprietary trading. The focus is on entities that have a need for global value added products by
offering the following services: corporate banking, M& A advisory, treasury and trade finance.

Consumer Finance

Consumer Finance provides Canadian customers a wide range of consumer finance products including rea estate
secured loans, unsecured persona loans, speciality insurance products and private label credit cards to retail
merchants. On 21 March 2012, HSBC Financial Corporation Limited announced that it will be winding down the
Consumer Finance business in Canada and, except for existing commitments, ceased origination of loans. Details of
restructuring charges incurred as aresult of this decision are disclosed in note 14.
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Other

Activities or transactions which do not relate directly to the business segments are reported in ‘Other’. The main
items reported under ‘Other’ include financial instruments classified as trading under the fair value option and
revenue and expense recoveries related to information technology activities performed on behaf of HSBC Group

companies.

The accounting policies of the segments are consistent with those followed in the preparation of the consolidated
financial statements as disclosed on pages 66 to 78 of the Annual Report and Accounts for 2011.

Figuresin $m
Quarter ended
31 March 31 March 31 December
2012 2011 2011
Retail Banking and Wealth Management
Net interest income 105 9 98
Net feeincome .......... 42 70 57
Net trading income 3 6 4
Other Operating INCOME .......cccoioirurieueireririet et st 2 2 3
Gain on sale of full-service retail brokerage busingss ...........ccocoevevienenerieeennnes 76 — -
Net operating income before loan impairment charges and other credit risk
PIOVISIONS ..ottt bbb 228 172 162
Loan impairment charges and other credit risk provisions (6) (2) (7)
Net OPErating INCOME ..ottt 222 170 155
Total operating expenses (excluding restructuring charges) a27) (156) (148)
RESIIUCLUNNG ChargES .....cecireicicieiriieee st (2) — (14)
Profit/(10ss) before inCome taxX EXPENSE .......ccvrvereirieriririeieeresesisee e 93 14 (7)
Commercial Banking
NEL INLENESE INCOME ...ttt 180 173 189
NEL FEEINCOME ..ttt 71 69 66
NEt trading INCOIME .......cucuiiriirieieererer ettt 8 6 5
Other Operating iNCOME .........ccriiiniiictiee et 1 1 (40)
Net operating income before loan impairment charges and other credit risk
PIOVISIONS ..ottt sttt et b et b bbbt sttt et s bt 260 249 220
Loan impairment charges and other credit risk provisions ... (12) (17) (23)
Net Operating INCOME .......covureeueinererieieeere st 249 232 197
Total operating expenses .. (92) (96) (87)
Operating profit ................ 157 136 110
Share of Profit iN 8SSOCIALES .........cevrerieeieciiiierr s 1 1 -
Profit before income tax EXPENSE .........ccceirrrrireerrsee e 158 137 110
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Figuresin $m
Quarter ended
31 March 31 March 31 December
2012 2011 2011
Global Banking and Markets
NEL INLErESt INCOME ..o s 46 49 38
NEL FEETNCOME ...t 19 14 23
NEL trading iNCOME .....vcveiiirireeieieiere ettt esese e 22 21 17
Gains less|osses from financia iINVEStMENtS ..o 17 16 3
Other Operating INCOME .....c.ccvivivrurieieerireseeeeeeese st ssese et sesesesesessesesessesssanseses Q) 1 -
Gain on sale of full-service retail brokerage bUSINESS .........cccovreeiinnncicccnens 8 — —
Net operating income before loan impairment charges and other credit risk
PrOVISIONS ..cuititeat ittt se ettt e bbbt neebenas 111 101 81
Loan impairment charges and other credit risk provisions .. — — 1
NEt OPErating INCOIME .....c.coiririiririeireriree ettt 111 101 82
Total OPErating EXPENSES ......covieceieeieieries ittt (25) (29) (15)
Profit before inCome taX EXPENSE .........ccceirririeeeerrs e 86 72 67
Consumer Finance
Net interest income . 73 70 74
Net feeincome ............ 11 10 11
Other Operating INCOIME .......c.coiiiririeieirire ettt nas 2 1 —
Net operating income before loan impairment charges and other credit risk
PrOVISIONS wouvvteuereeeseseseeseseesesssessesesesseseesesesessssssesesenssessasesesssensssnseseseessnsesenes 86 81 85
Loan impairment charges and other credit risk provisions ...........cccceevreeeeens (31) (30) (25)
NEt OPErating INCOIMIE .......cuerieieeeieirese ettt ettt 55 51 60
Total operating expenses (excluding restructuring charges) ...........coceeeeeeeerene (398) (43) (43)
RESLIUCTUNING ChargES .....cvveieeeeieecerires et (34) - —
Profit/(loss) before income tax eXPENSE .......ccccrvrnicicieernerrsecreieienens (17) 8 17
Other
NEL INLENESt INCOME ...vviiiirececetetet ettt (6) 4 (6)
Net trading income 7 4 5
Net loss from financia instruments designated at fair value ...........cocccoceecuennene (14) (8) -
Other OpPerating INCOIMIE .......c.couiiririeiereiereee ettt ebe s 9 15 15
NEt OPErating iNCOME .....cuvuiireeieeeeeiresisee et ses e e e sese e e sesansesennnens 4) 7 14
Total OPErating EXPENSES ......cueuiueirerieeeieeriersieieie st esese e see et eeenenes (24) (15) (16)
L 0ss before inComMe taX EXPENSE ........ccvvrirereererreriresie e esenenes (28) (8) (2)
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Other information about the profit/ (loss) for the quarter

Retail Banking
and Wealth
M anagement
Quarter ended 31 March 2012
Net operating income: 222
External ...... . 254
Inter-segment (32)
Quarter ended 31 March 2011
Net operating income: 170
EXEENal oo, 192
Inter-segment .........ccccceeeeveeeecnenennnenn. (22)
Quarter ended 31 December 2011
Net operating income: 155
EXEENEl ..o, 178
110 =001 1= oL S (23)

Satement of financial position information

Retail
Banking and
Wealth
Management
At 31 March 2012
Loans and advances to customers (net) 24,661
Customers' liability under acceptances -
Total 8SSELS ...cecveveeeirereee s 25,821
Customer acCounts .........cccoeereerereenennes 20,568
ACCERLANCES ..o -
Total liabilities ......coccvvierreererecrenees 23,393
At 31 March 2011
Loans and advances to customers (net) 24,570
Customers' liability under acceptances -
Total @SSELS ..o 25,547
Customer accounts 25,676
ACCEPLANCES .....ceoveviiirierieeieeeeeeee e -
Total liabilities ......cccoevveerecrreiennes 35,997
At 31 December 2011
Loans and advances to customers (net) 24,580
Customers' liability under acceptances -
Total 8SSELS ... 25,565
Customer aCCOUNTS .......covevrverererrrerennenas 25,210
ACCEPLANCES ....oovenvveririeeneeee e -
Total liabilities .......cccoeervvnvnicenee 28,270

Commercial
Banking

249
233
16

232
225

197
167
30

Commercial
Banking

15,166
3,616
19,704
19,088
3,616
23,103

14,845
3,935
19,571
16,827
3,935
21,539

15,355
3,298
19,457
18,935
3,298
23,173
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Global
Banking
and
Markets

111

95
16

101
86
15

82
89

™

Global
Banking and
Markets

5,077
740
34,703
7,417
740
28,415

4,838
744
32,190
1,99
744
15,020

3,931
761
34,549
2,505
761
22,807

Consumer
Finance

55
55

51
51

60
60

Consumer
Finance

2,327

2,479
1

2,106

2,358

2,574
589

2,207

Other

4
O]

14
14

Other
(1,836)

(1,985)
(37)

(1,467)

(587)

(743)
(668)

(268)

(1,921)

(2,052)
(37)

(1.544)

Total

633
633

561
561

508
508

Total

45,395
4,356
80,722
47,037
4,356
75,550

46,024
4,679
79,139
44,420
4,679
74,495

44,357
4,059
80,068
46,614
4,059
74,865
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12 Related party transactions

13

Transactions detailed below include amounts due to/from the bank and HSBC Holdings including fellow
subsidiaries of HSBC Holdings. The transactions below were made in the ordinary course of business and on

substantialy the same terms, including interest rates and security, as for comparable transactions with third party
counterparties.

Transactions between the bank and HSBC Holdings including fellow subsidiaries of HSBC Holdings

Quarter ended
31 March 31 March 31 December
2012 2011 2011
$m $m $m

Income Statement

INEEIESE INCOME.....eiuiiiieicteire ettt e e s e e nrenennan 2 3 5
INEEIESE EXPENSE......oiiiee e (€0)] @ -
Feeincome...... 4 4 4
Fee expense @ 2 2
Other operating income 12 17 16
Genera and adminiStrative EXPENSES...........oceiceiuerninirieceereee et (23) (24) (12)

Sale of full-service retail brokerage business

On 20 September 2011, the bank, together with certain of its wholly-owned subsidiaries, entered into an agreement
to sell certain assets of the full-service retail brokerage business. The transaction closed effective 1 January 2012.

On closing, the assets of the full-service retail brokerage business were transferred. The assets, liabilities and profit
relating to the business were previously included in the Retail Banking and Wealth Management segment. Assets
and liabilities relating to the disposal group sold were recorded as held for sale and measured at the lower of the

carrying amount and fair value less costs to sell. These assets and liabilities were included within Other assets and
Other liabilities respectively as follows:

At 31 December
2011
$m
Current assets
LI LT = 5 = £ 36
Prepayments.... 5
OLNEY BSSELS.....cvovvteeee ettt e bbb s s s bbb e e h R b A b ARt h bbbt 17
58
Non Current assets
GOOAWill @Nd INLANGIDIE @SSELS. ......cueueirereeieieerere ettt bbb st b ket e et b et s st ebenas 3
INCIUTEA 1N OB BSSELS ...ttt b et e bt e bbbt b bbbt e st b s 61
Current liabilities
THAOING [HADITTIES. ...ttt bbbt b bbb e £ b e bbb e et b bbb et et s e e s bes (310)
ACCrUalS aNd EfEITEA INCOIME.........coveieiieiireeteeet ettt a e sesa b e s ese e se et e s et e se e ne s e s et ene e s ne et esannneneen (5)
OLNEY HADITITIES ...ttt bttt b bbb e s s s bbb s e £ e e b b e b e b e s s ae s e st e b et eb s annns (3)
INCIUAEA 1N OhEr [BDITHIES. ...ttt bbbttt et b e (318)
INEL GiSPOSE GIOUP .....vvvtieiiace ittt ettt ettt bbb b st e bbb e s s e et e bbb bbb bbb b ne bt ta et bt (257)

Trading liabilities represents customers’ deposits in their broker trading accounts. On closing, cash representing
these amounts was transferred to the purchaser.
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14

A gain of $84m, net of assets written off and directly related costs was recorded in the first quarter of 2012. Of this
gain, $76m and $8m was attributed to the Retail Banking and Wealth Management and Global Banking and Markets
businesses respectively.

In the fourth quarter of 2011 and first quarter of 2012, $14m and $2m respectively of restructuring charges were
incurred either relating to this transaction or from actions undertaking within the business arising as a result of the
sale. These amounts are excluded from the gain noted above. Further details of these restructuring charges are set
out in note 14 below.

Restructuring charges

15

In March 2012, HSBC Finance Corporation Limited announced the winding down of the Consumer Finance
business in Canada and, except for existing commitments, ceased origination of loans. Accordingly restructuring
costs were incurred relating to employee severance, pension curtailment and changes in benefits plans, uneconomic
contracts, onerous leases and impairment of assets. In addition, as disclosed in note 13, certain restructuring costs
were incurred relating to the sale of the full-service retail brokerage business. An analysis of the restructuring
charges by expense typeis set out below:

Consumer Finance

Quarter ended
31 March 31 December
2012 2011
$m $m
Employee severance and related compensation and benefits charges, net 17 -
Genera and administrative expenses, including onerous lease provisions .... 14 -
Impairment of property plant and €QUIPMENT ...........ceerirreieeer s 3 -
34 —

Full-service retail brokerage business

Quarter ended
31 March 31 December
2012 2011
$m $m
Employee severance and related compensation and benefits charges ... 2 6
General and administrative expenses, including ONerous 1ease ProviSions ..........coocccvrrreeenenereseneenas - 4
Impairment of property plant and QUIPMENT ........c.ccciiiiiriiicreee e - 4
2 14
Total 36 14

Events after the reporting period

There have been no material events after the reporting period which would require disclosure or adjustment to the 31
March 2012 financial statements.

These consolidated financia statements were approved by the Audit and Risk Committee on 3 May 2012 and
authorized for issue.
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