HSBC Bank Canada

First Quarter 2018 Interim Report

4X ) Hsec



HSBC BANK CANADA

First Quarter 2018 Interim Report
——

Highlights

For the quarter ended 31 March 2018 compared with the same period in the prior year.

1

Strong growth in operating income of $35m, or 6.9%,
from $506m to $541m.

Profit before income tax expense increased by $8m or
3.3%, from $243m to $251m.

Profitattributable to the common shareholder decreased
by $4m, or 2.3%, from $177m to $173m.

Return on average common equity' was 15.5%
compared with 15.4%.

The cost efficiency ratio' decreased to 58.8% from
61.5%.

Total assets increased by $1.76bn, or 1.8%, from
$96.38bn as at 31 December 2017 to $98.14bn as at 31
March 2018.

Common equity tier 1 capital ratio was 10.1%, the tier
1 ratio was 12.0% and the total capital ratio was 14.2%
compared with 10.5%, 12.4% and 14.7% as at 31
December 2017 respectively.

For additional information, see the ‘Use of non-IFRS financial measures’section of the MD&A.
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HSBC BANK CANADA

Management’s Discussion and Analysis
—

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 is provided to enable readers to assess our
financial condition and results of operations for the quarter
ended 31 March 2018, compared to the same period in the
preceding year. The MD&A should be read in conjunction
with our unaudited interim condensed consolidated
financial statements and related notes for the quarter ended
31 March 2018 (‘consolidated financial statements’) and
our Annual Report and Accounts 2017. This MD&A is
dated 2 May 2018, the date that our consolidated financial
statements and MD&A were approved by our Board of
Directors (‘the Board’).

The bank has prepared its consolidated financial
statements in accordance with International Financial
Reporting Standards (‘IFRS”) and in consideration of the
accounting guidelines as issued by the Office of the
Superintendent of Financial Institutions Canada (‘OSFT’),
as required under Section 308(4) of the Bank Act. The

abbreviations ‘$m’and ‘$bn’ represent millions and billions
of Canadian dollars, respectively. All tabular amounts are
in millions of dollars except where otherwise stated.

The references to ‘notes’ throughout this MD&A refer
to notes on the consolidated financial statements for the
quarter ended 31 March 2018.

Our continuous disclosure materials, including interim
and annual filings are available through a link on the bank’s
website at www.hsbc.ca. These documents and the 2017
Annual Information Form are also available on the
Canadian  Securities Administrators’ website  at
www.sedar.com.

Complete financial, operational and investor
information for HSBC Holdings and the HSBC Group,
including HSBC Bank Canada, can be obtained from its
website, www.hsbc.com, including copies of HSBC
Holdings Annual Report and Accounts 2017. Information
contained in or otherwise accessible through the websites
mentioned does not form part of this report.
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HSBC BANK CANADA

Management’s Discussion and Analysis (continued)
—

Caution regarding forward-looking statements

This document contains forward-looking information,
including statements regarding the business and
anticipated actions of the bank. 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 financial performance.
By their very nature, these statements require us to make
a number of assumptions and are subject to a number of
inherent risks and uncertainties that may cause actual
results to differ materially from those contemplated by the
forward-looking statements. We caution you to not place
undue reliance on these statements as a number of risk
factors could cause our actual results to differ materially
from the expectations expressed in such forward-looking
statements. The Risk Management section in the MD&A
of our Annual Report and Accounts 2017 describes the
most significant risks to which the bank is exposed and,
ifnot managed appropriately, could have a material impact
on our future financial results. These risk factors include:
credit risk, liquidity and funding risk, market risk and
structural interest rate risk. Additional risks that could
cause our actual results to differ materially from the

Who are we

expectations expressed in such forward-looking
statements include: operational risks (including
compliance, regulatory, financial crime, security and
fraud, and fiduciary risks) and reputational risks. Other
factors that may cause our actual results to differ materially
from the expectations expressed in such forward-looking
statements include: general economic and market
conditions, fiscal and monetary policies, changes in laws,
regulations and approach to supervision, level of
competition and disruptive technology, changes to our
credit rating, and operational, infrastructure and other
risks. Refer to the ‘Factors that may affect future results’
section of our Annual Report and Accounts 2017 for a
description of these risk factors. We caution you that the
risk factors disclosed above are not exhaustive, and there
could be other uncertainties and potential risk factors not
considered here which may adversely affect our results
and financial condition. Any forward-looking statements
in this document speak only as of the date of this document.
We do not undertake any obligation to, and expressly
disclaim any obligation to, update or alter our forward-
looking statements, whether as aresult of new information,
subsequent events or otherwise, except as required under
applicable securities legislation.

HSBC Bank Canada is the leading international bank in the
country. We help companies and individuals across Canada
to do business and manage their finances internationally
through three global business lines: Commercial Banking,
Global Banking and Markets, and Retail Banking and
Wealth Management. No international bank has our
Canadian presence and no domestic bank has our
international reach.

Canada is a priority market for the HSBC Group and a
key player in HSBC's work to support customers and drive
growth, leveraging its footprint across all key trade
corridors, including in North America, alongside the United
States and Mexico, and with China.

The HSBC Group is one of the world’s largest banking
and financial services groups with assets of US$2,652bn at
31 March 2018. HSBC serves customers worldwide
through an international network of about 3,900 offices in
67 countries and territories in Europe, Asia, North and Latin
America, and the Middle East and North Africa.

Throughout HSBC’s history we have been where the
growth is, connecting customers to opportunities, enabling
businesses to thrive and economies to prosper, helping
people fulfil their hopes and dreams and realize their
ambitions.

Shares in HSBC Holdings are listed on the London,
Hong Kong, New York, Paris and Bermuda stock
exchanges. The shares are traded in New York in the form
of American Depositary Receipts.



Financial Summary

($ millions, except where otherwise stated) Quarter ended
31 Mar 2018’ 31 Mar 2017

Financial performance for the period

Total operating income ... 541 506
Profit before income tax expense 251 243
Profit attributable to the common shareholder..............cccciriiieiiiniiiiniciceccece e 173 177
Basic earnings per COmMmON SHATE ($).....ceoveveeirieieiirieeisieeeieteee ettt ese e st e s sesessesesesesas 0.35 0.35
Performance ratios (%)
REEUIT FALIOS (Y0) ...viviieietieieeieteetee ettt ettt ettt e e st e e s e eaeess e b e eseessesbeesaensesasessessesseannn
Return on average common shareholder’s EqUILY..........ccveirieirirerieieerieeceeec e 15.5 15.4
Post-tax return on average total ASSELS ........ccvvirerieirerieietiieiee ettt sttt ettt eene s 0.72 0.76
Pre-tax return on average risk-weighted ASSETS® ...........oovwovroveeeeeeeeeeeeeeeeesee oo ee e eeeeeeen 2.2 23
Credit coverage ratios (%)?

Change in expected credit losses to total operating income* n/a n/a
Change in expected credit losses to average gross customer advances and acceptances”. n/a n/a
Total allowance for expected credit losses to impaired loans and acceptances at year end* .... 59.5 60.7
Efficiency and revenue mix ratios (%)*

COSt EFICIBINCY TALIO ...veuvevietiienieiietestetcet ettt et ettt sttt et et ese b e st e st sse s eneeseesensene et enseneeneeseneenenne 58.8 61.5
Adjusted COSt ffICIENCY TALIO ....eovevenieiieieieieeeteietee ettt ee ettt ss e sse e sesbe e eneeseseneeneas 58.8 61.1
As a percentage of total operating income:

— NEt INETEST INCOMIE ...ttt ettt ettt ettt et et eae bbbt a b et et be e st se e b st naebesenenene 56.6 55.7
—NCE FEE IMCOMIC ...ttt ettt ettt ettt e et a b senenene 28.7 31.6
— net income from financial instruments held for trading............ococveirieriririneee e 6.7 6.1

At period ended
31 Mar 2018" 31 Dec 2017

Financial position at period end

TOTAL ASSELS ...ttt ettt ettt et e et ete e et e e et e eaeeeae e e e e eteeeaeeeteeeteeeteeeteeeteeeteeeteeeteeeaeeeteeeaaeenen 98,140 96,379
Loans and adVances t0 CUSIOMIETS ...........cocueeeureireeeeeeeeteeeteeeereeeteeeeteeeeeeeseeeteeeeseeeseeeeaeeeseeeseeeseeeeseeeseeanes 50,743 50,337
CUSEOINIET ACCOUNES .....vevieeviteeteeteeteestesteeseesesseessesseeseessesseessessesssessesseeseessesseessessesssessensesseensessesssensessessean 55,814 57,054
Ratio of customer advances to customer aCCOUNLS (Y0) ...c.coveveveuirueueuiririeierieieieireeieeeeetee s 90.9 88.2
Shareholders” EQUILY........cueuiiricieieieieiri ettt ettt sttt 5,663 5,710
Average total shareholders’ equity to average total assets (%6)%.........ccovv.rrveerrrerrerseesssseessnsessesessseenes 5.9 59
Capital measures®

Common equity tier 1 capital ratio (‘CET1’) (%) 10.1 10.5
Tier 1 ratio (%) 12.0 12.4
Total capital ratio (%) . 14.2 14.7
LeVErage TAtI0 (70) ..veueeveueueiieiciirieieittse ettt sttt ettt s 4.8 4.9
RiSK-Weighted aSSELS ($IM) ...eveviuirieieiiirieieieieeeie ettt ettt ettt s et e saesese s ssesenenas 46,241 45,035

1 Effective 1 January 2018 the bank adopted IFRS 9 Financial Instruments (‘IFRS 9°) on a retrospective basis without restatement of prior periods. Results from
prior periods are reported in accordance with IAS 39 Financial Instruments: Recognition and Measurement (‘IAS 39°).

2 Refer to the ‘Use of non-IFRS financial measures’section of this document for a discussion of non-IFRS financial measures.

3 The bank es capital adequacy against dards established in guidelines issued by OFSI in accordance with the Basel III capital adequacy framework.

4 Effective 1 January 2018 under IFRS 9 the term ‘Change in expected credit losses’is used. The equivalent term prior to 1 January 2018 under IAS 39 is "Loan
impairment charges and other credit risk provisions’.The bank is in a net recovery position for both periods shown. Where this results in a negative ratio n/a is
shown.



HSBC BANK CANADA

Management’s Discussion and Analysis (continued)
—

Use of non-IFRS financial measures

In measuring our performance, the financial measures that
we use include those which have been derived from our
reported results. However, these are not presented within
the consolidated financial statements and are not defined
under IFRS. These are considered non-IFRS financial
measures and are unlikely to be comparable to similar
measures presented by other companies. The following
non-IFRS financial measures are used throughout this
document.

Financial position ratios

These measures are indicators of the stability of the bank’s
balance sheet and the degree to which funds are deployed
to fund assets.

Average total shareholders’ equity to average total
assets is calculated by dividing average total shareholders’
equity for the period (determined using month-end
balances) with average total assets for the period
(determined using month-end balances).

Return ratios

Return ratios are useful for management to evaluate
profitability on equity, assets and risk-weighted assets.

Return on average common shareholder’s equity is
calculated as profit attributable to the common shareholder
for the period divided by average common equity
(determined using month-end balances for the period).

Post-tax return on average total assets is calculated as
annualized profit attributable to common shareholders for
the period divided by average assets (determined using
month-end balances for the period).

Pre-tax return on average risk-weighted assets is
calculated as the annualized profit before income tax
expense for the period divided by the average monthly
balances of risk-weighted assets for the period. Risk-
weighted assets are calculated using guidelines issued by
OSFI in accordance with the Basel III capital adequacy
framework.

Credit coverage ratios

Credit coverage ratios are useful to management as a
measure of the extent of the change in expected credit losses
relative to the bank’s performance and size of its customer
loan portfolio during the period.

Change in expected credit losses to total operating
income is calculated as the change in expected credit losses
for the period, as a percentage of total operating income for
the period.

Change in expected credit losses to average gross
customer advances and acceptances is calculated as the
annualized change in expected credit losses for the period
as a percentage of average gross customer advances and
acceptances (determined using month-end balances during
the period).

Total allowance for expected credit losses to impaired
loans and acceptances is calculated as total allowance for
expected credit losses for customer advances and
acceptances as a percentage of impaired loans and
acceptances using period-end balances.

Efficiency and revenue mix ratios

Efficiency and revenue mix ratios are measures of the
bank’s efficiency in managing its operating expenses to
generate revenue and demonstrates the contribution of each
of the primary revenue streams to total income.

Cost efficiency ratio is calculated as total operating
expenses as a percentage of total operating income for the
period.

Adjusted cost efficiency ratio is similar to the cost
efficiency ratio; however, total operating income excludes
gains and losses from financial instruments designated at
fair value, as the movement in value of the bank’s own
subordinated debt issues are primarily driven by changes
in market rates and are not under the control of
management.

Net interest income, net fee income and net trading
income as a percentage of total operating income is
calculated as net interest income, net fee income and net
trading income for the period divided by total operating
income for the period.



Financial performance

Summary consolidated income statement

Net INterest IMNCOME .........c.cviireereeiieietieieieteeeee et eses s esenas

Net fee income.....

Net income from financial instruments held for trading (2017: Trading income)

Changes in fair value of long-term debt (2017: Net expense from financial instruments designated

At FAIE VAIUC). ..o
Gains less losses from financial investments.............cccccveveveeeverenriereneeenen
Other Operating iNCOME.............c.ceeevereeeiereeieieieree et eseteseseseesseese s
Total Operating iNCOME ...........ccoeeiririririririiririeeie s

Change in expected credit 10SSEs .........ccceveueurieieieieieiieceeeeeeeeeeae

Loan impairment recoveries and other credit risk provisions..

Net OPerating IMNCOMIE..........cveverererrererirereieieseeeseseeseesaesesessesesesesesesssesesesens
Total OPErating EXPENSES.........cevvrvereirrerereiereresesseresssaesesessesesesessesessssesesesens

OPErating Profit.........ccecicieveriiiieriieieieieeereeee ettt

Share of profit/(loss) in associates

Profit before inCOme tax eXPeNnSe............ccoevevevreerereieeereeeeeeereeeseeseeeeeneaeas
INCOME tAX EXPENSE...c.eiueiiriieieiieteieee sttt

Profit for the Period.........c.ccoeeiririeeieeiceeee e

Quarter ended

31 Mar 2018’ 31 Mar 2017

$m $m

......................................... 306 282
155 160

................................ 36 31
......................................... — 3)
......................................... 22 18
......................................... 22 18
......................................... 541 506
......................................... 28 n/a
n/a 49

......................................... 569 555
......................................... (318) (311)
......................................... 251 244
......................................... — (1)
......................................... 251 243
......................................... (68) (57)
183 186

1 Effective 1 January 2018 the bank adopted IFRS 9 on a retrospective basis without restatement of prior periods. Results from prior periods are reported in

accordance with IAS 39.

Overview

HSBC Bank Canada reported strong growth in operating
income of $35m, or 6.9%, compared with the same period
in the prior year. Results in the quarter were driven by
strong performance in operating income across all of our
global lines of business led by loan growth, the benefit of
higher interest rates, as well as strong credit performance.

We remain in a net recovery position on the change in
expected credit losses, although this has reduced from the
historically high recovery levels experienced in 2017.

Operating expenses increased by $7m, or 2.3%, as we
continued to invest in growing our business. While profit
before income tax increased by $8m, or 3.3%, it was
negatively impacted by this increase in costs.

Income tax expense returned to more normal levels after
a lower charge in the prior year due to an adjustment to the
prior years’ provision for tax, leading to a decrease in profit
for the period of $3m, or 1.6%.

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

“Our investments and innovations to better serve our
customers are continuing to drive growth, with revenue up
7% over the same period last year. In Commercial Banking,
our investments led to increased loans, advances and
foreign exchange revenues; in Retail Banking and Wealth
Management, customers appreciate the improvements to
our products and services and are rewarding us with more
of their business; while in Global Banking and Markets,
derivative sales and interest income were the main drivers
of growth. In fact, revenue growth, coupled with credit
impairment recoveries, were the main contributors to profit
before taxes. Higher costs, due to our planned investments
to continue building our business did affect overall results.

“As we look ahead, we will continue to bring Canada
to the world and the world to Canada, building on our
considerable strengths and leveraging our global network,
particularly in the North American and China trade
corridors, to help our customers and Canada thrive. In that
vein we are particularly pleased to be recognized by The
Asset Magazine as the best RMB bank in Canada for our
robust suite of renminbi products and services.”



HSBC BANK CANADA

Management’s Discussion and Analysis (continued)
|
Performance by income and expense item

Net interest income

Net interest income for the first quarter of 2018 was $306m, balances, and margin improvements from the impact of the
an increase of $24m, or 8.5%, compared with the same Bank of Canada interest rate increases in 2017 and early
period in the prior year. Contributing to the strong growth 2018. This was partly offset by lower interest recoveries on
is higher loans and advances, particularly mortgage impaired loans.

Summary of interest income by types of assets

Quarter ended
31 Mar 2018" 31 Mar 2017
Average Interest Average Interest
balance income Yield balance income Yield
$m Sm % $m $m %
Interest income
Short-term funds and loans and advances to banks ......... 886 1 0.35 1,038 2 0.95
Loans and advances to CUStOMETS ...........ccoceeervevveereeneenne. 50,042 422 3.42 45,990 365 3.17
Reverse repurchase agreements - non-trading.................. 6,175 24 1.61 7,549 11 0.56
Financial investments.............ccceeeveeeiieeiecieecee e 23,480 91 1.57 23,586 73 1.26
Other interest-earning assets ...........coeeereeueueereeeerereeenens 338 2 2.18 1 — 0.00
Total interest-earning assets 80,921 540 2.71 78,164 451 2.34
\1;;?1(11;ng assets and financial assets designated at fair 5211 24 1.86 6,602 15 0.94
Non-interest-earning assets 11,548 — — 11,510 — —
TOTAL 1.ttt ettt 97,680 564 2.34 96,276 466 1.96
Summary of interest expense by type of liabilities and equity
Quarter ended
31 Mar 2018 31 Mar 2017°
Average Interest Average Interest .
balance income Yield balance income Yield
$Sm $m % $m $m %
Interest expense
Deposits by banks® ............cco.ooeververveireeeeseee s 810 1 0.51 947 — 0.09
oo eortites designated at far value - own debt — — - 402 1 119
CUSEOMET ACCOUNES’ ..o 50,739 131 1.04 49,342 84 0.69
Repurchase agreements - non-trading.............ccccecveveenene 6,075 23 1.57 5,396 8 0.60
Debt securities in issue and subordinated debt ................ 11,663 69 2.39 10,367 67 2.63
Other interest-bearing liabilities ..........cocceevvvererierereriennn 1,863 10 2.09 2,797 9 1.32
Total interest bearing liabilities...........cccocvrverieverenerieineienns 71,150 234 1.33 69,251 169 0.99
Trading liabilities and financial liabilities designated at
fair value (excluding own debt issued)®.............cc..ccoo.ee... 2,902 15 2.10 3,820 10 111
Non-interest bearing current accounts 6,223 — — 6,176 — —
Total equity and other non-interest bearing liabilities ..... 17,405 — — 17,029 — —
TOAL 1.ttt et 97,680 249 1.03 96,276 179 0.75
Net INterest INCOME .....ouververieriieeieerieieteeeiee et seeseeeas 306 282

1 Effective 1 January 2018 the bank adopted IFRS 9 on a retrospective basis without restatement of prior periods. Results from prior periods are reported in
accordance with IAS 39. Refer to the table “Reconciliation of consolidated balance sheet as at 31 December 2017 and 1 January 2018 in note 1 of the consolidated
financial statements for further details of balance sheet presentation changes.

2 Certain prior period amounts have been reclassified to conform with the current period presentation.

3 Interest income and expense on trading assets and liabilities is reported as "Net income from financial instruments held for trading’ in the consolidated income
statement.

4 Includes interest-bearing bank deposits only.

5 Includes interest-bearing customer accounts only.



Net fee income

Quarter ended

31 Mar 2018 31 Mar 2017
$m $m
16 16
1 2
13 13
Credit FACIIIEIES 1. .vvveeetceirietci ettt ettt bbbttt ettt seenebenn 67 67
Funds under Management ..............ccovueueiririeininierieniete ettt ettt sttt ettt 47 45
TINPOTES/EXPOTES Luvvvevietineeiietetet et etete ettt eseeteeteseseesessessesessesseseeseaseneeseesenseseesessessesessenseneesenseneesessenseses 2 3
INSUrance agency COMIMISSION ......c.coveueuerirueuiirietierietetttreeiete ettt et eee e teb et ettt eaeb et esesesesseseseseenenens 2 2
OBNET ..ttt stttk b ettt b et et be ettt eenebeae 13 9
REMITTANCES........oievieiiiictieiceetet ettt ettt e a et b et s s s ese b besessesetess s eses et esesassasesesnesenas 8 8
Underwriting... 7 12
FEE INCOMIC ...ttt ettt bbbttt ettt ettt et nes 176 177
LLESS: RO EXPEIISE ...ttt bttt bbbttt bttt ben 21 (17)
INEE £RE INCOMMIC ......ueeieieiieeetee ettt s st et ese e b e s e s e s e st s eses et eseseneseseneenenan 155 160
! Certain prior period amounts have been reclassified to conform with the current period presentation.
Net fee income for the first quarter of 2018 was $155m, a in other income relating to higher sales credits, and an
decrease of $5m, or 3.1%, compared with the same period increase in fee expenses driven by higher investment
in the prior year. The decrease was driven by lower advisory fees.
underwriting fees, which was partially offset by an increase
Net income from financial instruments held for trading
Quarter ended
31 Mar 2018 31 Mar 2017
$m $m
TTAAING ACTIVILIES. ...ttt ettt ettt ettt ettt ettt b etttk et st b et ebeenes 27 26
Credit valuation, debit valuation, and funding fair value adjustments ... 1 —
Net interest from trading ACHIVILIES .......coveveveririeueririeieinieieeret ettt et 9 5
HeEdge INETECIVENESS .....vviuiiiiiiieteite ettt ettt ettt 1) —
Net income from financial instruments held for trading (2017: Net trading income).......................... 36 31
Net income from financial instruments held for trading for relating to funding charges which resulted in higher net
the first quarter of 2018 was $36m, an increase of $5m, or interest from trading activities of $4m compared with the
16.1%, compared with the same period in the prior year. same period in the prior year, with a corresponding decrease
The increase is primarily due to an accounting adjustment shown in net interest income.



HSBC BANK CANADA

Management’s Discussion and Analysis (continued)

Other items of income

Changes in fair value of long-term debt (2017: Net expense from financial instruments

designated at fair Value) ...........ccooooiiiiiiiiecceeceee e
Gains less losses from financial investments ...............cccoceeeveeveeeeeeenennen.

Other Operating INCOME ...........ccoevrueerieiereiriereieeeeeeeeteesesesesesaeseseseesesenes

Other items of income

Changes in fair value of long-term debt for the first quarter
0f 2018 was nil. In the prior year the bank reported a loss
of $3m relating to the movement in the value of the bank’s
own subordinated debentures, which were measured at fair
value. On 10 April 2017 these debentures were fully
redeemed in accordance with their contractual terms.

The bank realizes gains and losses from the disposal of
debt instruments measured at fair value through other
comprehensive income (‘FVOCT’) (2017: available—for—
sale) financial investments due to balance sheet

Change in expected credit losses'

Change in expected credit loss- performing loans (stage 1 and 2)............

Change in expected credit loss- non-performing loans (stage 3)

Change in expected credit 10SS ........cooveveiirieieinieiecee e

IAS 39 comparative

Collectively assessed releases ..ot

Individually assessed releases .

Loan impairment TECOVETIES ..........cvreuerieiereiriereeieeeseeseeseeeeseseseeseneeenees
Other credit 1iSK PrOVISIONS ........c.ceiieieeeiriereiieeeee et

Net loan impairment recoveries and other credit risk provisions..............

............................................................................... (28)

............................................................................... 47)

............................................................................... )
............................................................................... (49)

Quarter ended
31 Mar 2018 31 Mar 2017
$m $m
........................................... — 3)
........................................... 22 18
........................................... 22 18
44 33

management activities. Gains less losses from financial
investments for the first quarter of 2018 were $22m, an
increase of $4m, or 22.2%, compared with the same period
in 2017 due to the rebalancing of the bank's liquid asset
portfolio.

Other operating income for the first quarter of 2018 was
$22m, an increase of $4m, or 22.2%, compared with the
same period in the prior year. The increase was primarily
due to higher income from HSBC Group entities for
software development activities performed by the bank.

Quarter ended
31 Mar 2018’

$m

............................................................................... 18

(46)

Quarter ended
31 Mar 2017'
$m

............................................................................... (10)

(37)

1 Effective 1 January 2018 the bank adopted IFRS 9 on a retrospective basis without restatement of prior periods. Results from prior periods are reported in

accordance with IAS 39.

Change in expected credit losses for the first quarter of2018
were a recovery of $28m, compared with loan impairment
recoveries and other credit risk provisions of $49m in the
same period of the prior year. The recovery in 2017 was

driven by significant reversals of specific provisions in the
oil and gas industry, as well as releases in collective
provisions, reflecting overall improvement in credit quality.



Improvements in several sectors, most notably oil and
gas services, together with recoveries related to certain
construction, contracting and real estate companies led to
a net recovery on non-performing loans of $46m for the
first quarter of 2018. This was partially offset by a charge
of $18m against performing loans due to growth in the loan

Total operating expenses

portfolio as well as the adoption of [IFRS 9 and the resulting
increase in expected credit losses due to the application of
forward looking economic guidance. More information on
IFRS 9 can be found in note 1 of the consolidated financial
statements.

Quarter ended

31 Mar 2018 31 Mar 2017

$m $m

Employee compensation and DENeTits..............coc.oveieiiiiiiiicieeieiceee et 182 181
General and admINiStrative EXPENSES ...........c.ceeveeereirererieteereseeseeseeeseeseeseseeseeseseseeseesesseseesesesessesseneas 126 121
Depreciation of property, plant and €qUIPMENt...............cccevievereiriereiieieeeieee ettt eseeseesesees 8 7
Amortization of intangible assets 2 2
Total OPETAtING EXPEIISES .......vcveeierererierereeeeeteseeeeeete e s eseteeeseseseesesesessesesessesesesseseseseasesesessasesesensseseanans 318 311

Total operating expenses for the first quarter of 2018
increased by $7m, or 2.3% compared with the same period
in the prior year. The increase relates to higher strategic

Share of profit/loss in associates

Share of profit/loss in associates for the first quarter of 2018
was a nil compared with a loss of $1m in the first quarter
0f2017. The share of profits represents changes in the value
of the bank’s investments in private equity funds.
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spending to drive future growth, which was partially offset
by a one-off provision release in the quarter.

Income taxes expense

The effective tax rate in the first quarter of 2018 was 27.1%,
which is close to the statutory tax rate. The effective tax
rate for the first quarter of 2017 was 23.6% due to a

favourable adjustment to the prior years’ provision for tax.



HSBC BANK CANADA

Management’s Discussion and Analysis (continued)
—

Movement in financial position

Consolidated balance sheet

31 Mar 2018' 31 Dec 2017
$m $m

ASSETS
Cash and balances at central DanK ............c.ccvirieieirenieieieeree e 69 411
Items in the course of collection from other DanKs............cccoeveeiirieiiiiieieiece e 20 25
Trading assets 6,094 5,373
Other financial assets mandatorily measured at fair value through profit or 10ss .........cccocevererrcenennee 9 n/a
DIETIVALIVES ...ttt ettt ettt e e ea e e et e et eeaa e ettt eeaee e e eeeaae e et e eaeeeaeesaaeenneeenseeaeean 3,354 3,675
Loans and advances to banks 550 1,221
Loans and adVances t0 CUSIOMIETS ..........ooveeeueeeeeeerieeeeeeteeeeeeeteeeeeeeteeeeeeeteeeaeeeseeeneeesseeerseenseeenseenseeans 50,743 50,337
Reverse repurchase agreements — NON-trading ...........ccceceruerieirererieieeneeeetee et 5,504 6,153
Financial investments.. 23,519 22,913
Other assets 2,250 899
Prepayments and accrued INCOME..........coueuuiuiriirieiietiriei ettt et b et eeie e 297 213
Customers’ liability under acceptances.. 5,374 4,801
CUITENE TAX ASSELS ...vvvivverievestesiereetetesteseesesseseesesseseesessesseseeseseseasessessesaesensessesassessesessessessesessensessesenseseans 46 44
Property, plant and equipment 107 106
Goodwill and intangible assets . 96 90
DIETEITEA TAXES ...veuvievieiecieeiiett ettt ettt ettt et e te e e e steeseesbesseessesesseessesessaesseseessenseseeseensesseessens 108 118
TOLAL ASSELS ...t etee ettt ettt ettt e ettt e et e e ete e et e e eaeeeate e teeeaeeeaeeeaeeeteeeateeeteeeateeateeeateeteeeareereeans 98,140 96,379
LIABILITIES AND EQUITY
Liabilities
DEPOSILS DY DANKS ..o.vieeeiiiienieiieteieie ettt ettt sttt es et et e st e ae st et eseebe st eneesenseneene 971 1,696
CUSLOIMET ACCOUNES ...vtiuvieeretieeiestesteeteetesteeseeseeseessesseeseessesseessessesseessessesseessessesssessesesssensensanseessessesssens 55,814 57,054
Repurchase agreements — NON-rading ..........coerveietiriiriririieieere ettt 8,821 4,604
Items in the course of transmission t0 Other DANKS ...........cccveieiriirierieirieieieieeee et 246 299
Trading HADIIHIES «.....c.euveveiiiieieiiiet ettt ettt ettt ee e 2,799 3,701
Derivatives . 3,349 3,516
DEDE SECUTTIIES IM ISSUE.....ecuviieveeetieeeeeetee et e et e et eete e et e eete e e e e eeteeeaeeeteeeneeeeseeeraeeteeenseenseeenseeseeenseaseeans 10,613 10,820
Oher HADIIEIES. .......evivieieeiciee ettt ettt ettt et e s et et e s ese s et eseese s eseesesbesenseseseneans 2,691 2,217
AACCRPLANCES ...euvneeiteitetiet sttt ettt b b et s b et e e st s et st e bt s e et e bt e b et e st e b et e st eb e e ae e e st eb et et e sttt eneene 5,381 4,801
Accruals and deferred INCOIME .........ccueuiiiiieiieiieietectee ettt b e se b sessesesesnns 365 475
Retirement Denefit Habilities. ... ..cevveieirririeiiirieietietet ettt b et b e eseesebeseens 327 346
SUDOTAINALEd THADIIIEIES .....vveiviiceiieeie ettt ettt et et et eeneeeeaeeeaaeeaeeenseeaeesnaeennes 1,039 1,039
PLOVISIONS. ...ttt ettt ettt ettt et ettt et ese et e s e st ese s s e st es e b e s eseese et enseseesesseneeseseneeneesenseneane 45 61
CUITENt taX [HADIIITIES. ...eveeviiiieeieiecteetieie ettt ettt ettt e e te e e e beebeeseessesseessessesssessenseessensesseessens 16 40
TOLAL THADIIIEIES .v.vvvivieveeietieiee ettt ettt ettt ettt et a et e te st et e s esseseesessessese st essesesbessenseressesnns 92,477 90,669
Equity
COMIMON SNATES ... ..o iuviiieiietee ettt ettt et e e et e e et e e eteeeaeeeteeenaeeteeeneeeseesrsseneeenseaseeans 1,225 1,225
Preferred SNATES. ... ..eoviveeieeirieieieetee ettt sttt et s et et e st ae st et et e be e st eneneneene 850 850
ORET TESEIVES ...ttt ettt s et b et e b ea e enen (108) 61)
REtAINEA CAIMINES ....c.veeeeeiteteeteete ettt ettt ettt b s b et e st et e st saetenene 3,696 3,696
TOLAL EQUILY -nveveveniteten ettt ettt ettt bttt b st e bbbt e b e s et b b et et e b e st st ebeenas 5,663 5,710
Total Habilities and EQUILY .......e.eoirieteiririeerei ettt ettt 98,140 96,379

1 Effective 1 January 2018 the bank adopted IFRS 9 on a retrospective basis without restatement of prior periods. Results from prior periods are reported in
accordance with IAS 39. Refer to the table ‘Reconciliation of consolidated balance sheet as at 31 December 2017 and 1 January 2018 ’in note 1 of the consolidated
financial statements for further details of balance sheet presentation changes.
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Assets

Total assets at 31 March 2018 were $98.1bn, an increase of
$1.8bn, or 1.8%, from 31 December 2017. This is primarily
due an increase in other assets of $1.4bn relating to higher
cash collateral posted as a result of movements in the fair
value of the derivative portfolio, higher unsettled balances
at the period end and presentation changes' Trading assets
increased by $0.7bn due to higher trading debt securities
held, offset in part by a decrease in treasury and other
eligible bills and presentation changes'. Financial
investments increased by $0.6bn as a result of balance sheet
management activities. Customers’ liability under
acceptances increased by $0.6bn, due to an increase in the
volume of acceptances. Loans and advances to customers
increased by $0.4bn due to higher term-lending facility
utilization in Commercial Banking and higher residential
mortgages in Retail Banking and Wealth Management,
partly offset by lower client lending in Global Banking,
consistent with lower levels of capital expenditure within
the corporate sector.

These increases in assets were partially offset by a
decline in loans and advances to banks of $0.7bn and non-
trading reverse repurchase agreements of $0.6bn, due to
cash management activities. Cash and balances at central
banks decreased by $0.3bn due to the settlement of the
redemption of preferred shares Class 1, Series C and D.

Global businesses

Liabilities

Total liabilities at 31 March 2018 were $92.5bn, an increase
of $1.8bn, or 2.0%, from 31 December 2017. Increased
repurchase activity and balance sheet management
activities led to an increase in non-trading repurchase
agreements of $4.2bn. In addition, acceptances increased
by $0.6bn which corresponds to the movement within
assets. Retail Banking and Wealth Management customer
accounts increased by $1.8bn as a result of successful
campaigns run in the quarter.

These increases in liabilities were partially offset by a
reduction in customer accounts of $1.2bn due to expected
seasonal reductions in Commercial and Global Banking
deposits, and macroeconomic factors. Trading liabilities
decreased by $0.9bn due to lower short positions held at
period end and presentation changes'. Deposits by banks
decreased by $0.7bn due to cash management activities.

Equity

Total equity at 31 March 2018 was $5.6bn, a decrease of
$0.05bn from 31 December 2017, due to a loss in the
financial assets at FVOCI reserve of $0.05bn relating to
higher interest rates and the recycling of gains to the income
statement on the disposal of securities.

1 Refer to the table ‘Reconciliation of consolidated balance sheet as at 31

December 2017 and 1 January 2018 ’in note 1 for further details of balance
sheet presentation changes.

We manage and report our operations around the following global businesses: Commercial Banking, Global Banking and

Markets, and Retail Banking and Wealth Management.

Commercial Banking

Commercial Banking offers a full range of commercial financial services and tailored solutions to customers ranging from
small and medium-sized enterprises to publicly quoted companies.

Review of financial performance

Quarter ended

31 Mar 2018 31 Mar 2017

$m $m

INE INEETEST INCOMIC. ...cuviiiteiiiiieteitet ettt ettt et a bttt eb et bbbt e b bt sa bt eaenenenen 139 133

Net fee income 74 70

Net income from financial instruments held for trading (2017: Net trading income) ...........c.eccceene. 9 7

Other OPErating IMCOME ......c.ovveviuiriiueiirirtetetnteteet ettt ettt sttt s st st et b es et et eat st beb et st ebesesesenenes 4 6

Total OPErating INCOME......c..eirieiiuirieteiiietetctet ettt ettt ettt et bbbt b sttt st bes et eaebeessenene 226 216

Change in expected credit losses. 34 n/a

Loan impairment recoveries and other credit risk ProviSions ...........ceceeevevererieieenerieeeeseeee e n/a 39

NEt OPEIAtING TMCOIME ...ttt ettt ettt ettt ettt be sttt b et b et st be e beb et sa bt esesenenen 260 255
Total OPEIAtING EXPEISES .......eueuveriuiiteiiieteteeeteteeerteteseststebest et st tebeses bbbt seebes et aebentetebestatetenesensenene (103) (94)

Profit before iNCOME taX EXPENSE ...e.veurrvirierieiirieierietertetiete e stereetet et ettt saesessesteneesessensesessesseseesesseneeses 157 161
1 Effective 1 January 2018 the bank adopted IFRS 9 on a retrospective basis without restatement of prior periods. Results from prior periods are reported in

accordance with I4S 39.
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HSBC BANK CANADA

Management’s Discussion and Analysis (continued)
—

Overview

Commercial Banking total operating income for the first
quarter of 2018 was $226m, an increase of $10m, or 4.6%,
compared with the first quarter of 2017.

Our strategic priorities are to build on our expansion
in 2017 through sales transformation; increase new to bank
customer acquisition and product penetration; improve
positioning in key trade corridors; and invest in technology
and streamline processes to remove roadblocks. We made
good progress in the first quarter with record lending
balance growth and double digit revenue growth in a
number of business segments, including Ontario region,
Commercial Real Estate and International Subsidiary
Banking. There was also a 21% increase in customers
rating our domestic account opening as ‘excellent’
between December 2017 and February 2018.

Profit before income tax for the first quarter of 2018
was $157m, a decrease of $4m, or 2.5%, compared with
the same period in the prior year. The decrease was
primarily driven by lower net loan impairment recovery
and higher operating expenses, offset partially by higher
operating income.

Financial performance by income and expense item

Net interest income for the first quarter of 2018 was
$139m, an increase of $6m, or 4.5%, compared with the
same period in the prior year. The growth reflects higher
loans and advances and favourable margins from the Bank
of Canada interest rate increases, partly offset by lower
interest recoveries on impaired loans and lower deposit
balances.

Global Banking and Markets

Net fee income for the first quarter of 2018 was $74m, an
increase of $4m or 5.7%, compared with the same period
in the prior year, primarily driven by higher Bankers
Acceptance fees as a result of higher balances.

Net income from financial instruments held for trading
for the first quarter of 2018 was $9m, an increase of $2m,
or 28.6%, compared with the same period in the prior year,
due to higher foreign exchange revenues.

Other operating income for the first quarter of 2018 was
$4m, adecrease of $2m, or 33.3%, compared with the same
period in the prior year, driven by lower income from
HSBC Group for support services provided by the bank.

Change in expected credit losses for the first quarter of
2018 were a recovery of $34m, compared with loan
impairment recoveries and other credit risk provisions of
$39m in the same period of the prior year. The recovery
in 2017 was driven by significant reversals of specific
provisions in the oil and gas industry, as well as releases
in collective provisions, reflecting overall improvement
in credit quality. The recovery in 2018 was driven by
additional reversals relating to non-performing (stage 3)
loans, mostly from accounts in the oil and gas industry.

Total operating expenses for the first quarter of 2018 were
$103m, an increase of $9m, or 9.6%, compared with the
same period in the prior year. The increase reflects
investments in our people and technology to better serve
our customers and grow market share in support of our
strategic plan.

Global Banking and Markets provides tailored financial solutions to major government, corporate and institutional clients

worldwide.

Review of financial performance

Quarter ended

31 Mar 2018' 31 Mar 2017
$m $m
INEE INTEIEST IMCOMC....c.euttttiaieniett ettt ettt ettt et s bt b bt es et e bt s b e e e st et et et esesa et eseebesaeneenen 23 21
INEE FEE INCOMIC. ...ttt bttt b et ee et b s bt e b bt es st e e st ebenaeneenes 29 37
Net income from financial instruments held for trading (2017: Net trading income) ..........c.ccccoueueeee. 20 12
TOtal OPEIALING INCOIMIC . .cveteueetiteteiteteet ettt ettt st ettt ettt ettt ea e s ae e e st eb e e e e st st et eseebenee st ebenbeneeneas 72 70
Change in eXpected CTEIt IOSSES ......c.uruirtiriiiriiieiri ettt sttt b e 3 n/a
Loan impairment recoveries and other credit risk ProviSions ...........cccoceveeeerenrinenieeneneeeesenenene n/a 5
NEt OPETALING INCOIMIE ...ttt ettt ettt eb e st b bt e st eb et e st ea e s be st e st et et et esesae st eseabesaeneenen 75 75
TOtal OPEIALING EXPEISES -...euvueerirerienietertetestetetestetestest et eebenteseeaestestesesae st ese et et eneesesteneeseabenseneesenbenseneas 38) (35)
Profit before iNCOME taX EXPENSE ......c.ervirieieiirteieiirtiteiiet sttt ettt sttt sttt sttt see et ebesaeneenes 37 40
1 Effective 1 January 2018 the bank adopted IFRS 9 on a retrospective basis without restatement of prior periods. Results from prior periods are reported in

accordance with I4S 39.
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Overview

Global Banking and Markets operating income for the first
quarter of 2018 was $72m, an increase of $2m, or 2.9%,
compared with the same period in the prior year driven by
increased derivative sales to our global clients in Rates and
FX products and higher interest income from the impact
of increased interest rates.

We continued to leverage HSBC's global network to
provide products and solutions to meet our global clients'
needs with growth focused on the North American and
China trade corridors.

Profitbefore income tax expense was $37m for the first
quarter of2018, a decrease of $3m, or 7.5% compared with
the same period in the prior year. The decrease was driven
by lower loan impairment recoveries than in the prior year,
and higher risk and compliance costs, partially offset by
higher revenues.

Financial performance by income and expense item

Netinterest income for the first quarter of 2018 was $23m,
an increase of $2m, or 9.5%, compared with the same

Retail Banking and Wealth Management

period in the prior year, mainly due to the Bank of Canada
interest rate increases in 2017 and early 2018.

Net fee income for the first quarter of 2018 was $29m, a
decrease of $8m, or 21.6%, compared with the same period
in the prior year, primarily due to lower debt capital
markets fees and advisory fees.

Net income from financial instruments held for trading
for the first quarter of 2018 was $20m, an increase of $8m,
or 66.7%, compared with the same period in the prior
year. The increase was primarily due to higher derivative
trading income from higher client volumes.

Change in expected credit losses remained in a net
recovery position of $3m compared with loan impairment
recoveries and other credit risk provisions of $5m for the
same period in the prior year. Both years reflect the
continued improvements in the oil and gas industry,
although recoveries are reducing from the historically
high levels throughout 2017.

Total operating expenses for 2018 were $38m, an increase
of $3m, or 8.6%, compared with the same period in the
prior year. The increase was mainly caused by investments
in risk and compliance initiatives.

Retail Banking and Wealth Management offers a full range of competitive banking products and services for all Canadians
to help them manage their finances and protect and build for their financial future.

Review of financial performance

Quarter ended

31 Mar 2018 31 Mar 2017

$m $m

INEt INEEIESE INCOMIC ....eueeeieiieieeiieteeee ettt ettt et et et ses e e eseses e sesen e e esesensesesensesesanenseseneassas 114 96

Net fee income 52 53

Net income from financial instruments held for trading (2017: Net trading income).......................... 7 6

Other OPerating INCOIMIC. ..........c.coviieuieiietetiieteteete sttt s ettt es et besessssebesesseseseasesesesessesesnsnnas 2 1

Total OPErating INCOIME .........cvcuiuiiierieiieteeceet ettt ettt et et se s s e te et eseesesetess s esetessesesessasesesnnnas 175 156

Change in expected Credit LOSSES ...........ocoiuiieieriiieeieeiiee ettt ettt s et sess s eseasesesenees (&) n/a

Loan impairment recoveries and other credit risk ProviSions.............ccceeeeveeeveeveieeeieeereeeesee s n/a 5

NEt OPETAtING INCOIMIC........c.cveveueeiieteeiteteeetetetesttesesestesesesteseseseesesesessesesasasesesesesesessesesessasesassnsesesesess 166 161
TOtal OPEIAtING EXPEIISES. ......c.veveeriveeeereereereteeteeteeeseeteteseeseesesseseeseteseesessesseseesessessessesenseseesesesseseeseneens (163) (140)

Profit before income tax expense. 3 21

1 Effective 1 January 2018 the bank adopted IFRS 9 on a retrospective basis without restatement of prior periods. Results from prior periods are reported in

accordance with I4S 39.
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HSBC BANK CANADA

Management’s Discussion and Analysis (continued)
—

Profit before income tax

Quarter ended
31 Mar 2018 31 Mar 2017
$m $m
Ongoing Retail Banking and Wealth Management bUSINESS..........c.cc.eerireeuerinirieeninierciniereeneeenceseeeeneenene 1 16
Run-off consumer finance Portfolio ...........cecvrueueririeieininiceinectreee ettt 2 5
Profit before iNCOME taX EXPEINSE ......c.erverieuirtiieieiirieietiete ettt sttt ebe st et sttt e st saesseneesessenseneeseseneeneas 3 21

Overview

Retail Banking and Wealth Management operating income
for the first quarter of 2018 was $175m, an increase of
$19m, or 12.2%, compared with the same period in the prior
year. We continued to achieve strong growth in total
relationship balances (comprised of lending, deposits and
wealth balances) due to strong branding, innovation and
strategic investments to make our bank simpler, faster and
better for our clients.

Profit before income tax expense for the first quarter
0f2018 was $3m, a decrease of $18m, or 85.7%, compared
with the same period in the prior year. The decrease is
primarily due to the continued investment to grow our
business and the higher cost base associated with offering
an enhanced service model to our clients and the growth
already achieved. For example, we continued to invest in
the roll-out of retail business banking and unsecured
lending in addition to investing in Jade, an exclusive service
for high-net-worth customers. We also continued to invest
in digital technologies to improve customer experience.
Profit before income tax was further impacted by the
change in expected credit losses charge, which is discussed
in more detail below. These increases were partly offset by
higher revenues as the business continues to grow as aresult
of our investments, and benefit from higher interest rates

Profit before income tax expense relating to the run-off
consumer finance portfolio for the first quarter of 2018 was
$2m, a decrease of $3m, or 60.0%, compared with the same
period in the prior year. This was the result of change in
expected credit loss recoveries in the prior year period and
lower interest income in the current year due to declining
balances.
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Financial performance of the ongoing business by
income and expense item

Net interestincome for the first quarter of 2018 was $111m,
an increase of $19m, or 21%, compared with the same
period in the prior year, primarily due to higher margins on
deposits and volume growth on both lending and deposits.

Net fee income for the first quarter of 2018 was $52m, a
decrease of $1m, or 2%, compared with the same period in
the prior year, as higher assets under management were
largely offset by lower income from credit cards.

Net income from financial instruments held for trading
for the first quarter of 2018 was $7m, an increase of $1m,
or 17%, compared with the same period in the prior year,
primarily due to higher foreign exchange revenue.

Other operating income was $2m, an increase of $1m
compared with the same period in the prior year due. This
was partially due to a gain related to the reorganization of
Interac this quarter.

Change in expected credit losses were a charge $9m
compared with loan impairment recoveries and other credit
risk provisions of $2m in the first quarter of 2017. The
charge is primarily due to growth in the portfolio as well
as the increased volatility experienced under IFRS 9 due
to the application of forward looking economic guidance.
More information on IFRS 9 can be found in note 1 and
note 6 of the consolidated financial statements. The prior
year quarter benefitted from the higher release of collective
allowances, net of write-offs.

Total operating expenses for the first quarter of 2018 were
$162m, an increase of $24m, or 17%, compared with the
same period in the prior year. This was primarily due to
strategic investments to grow our business in Canada,
examples of which are provided in the overview above, and
the higher cost base associated with offering an enhanced
service model to our clients and the growth already
achieved.



Corporate Centre

Corporate Centre contains Balance Sheet Management, interests in associates and joint ventures, the results of movements
in the fair value of own debt, and income related to information technology services provided to HSBC Group companies
which do not directly relate to our global businesses.

Review of financial performance

Quarter ended

31 Mar 2018 31 Mar 2017
$m $m
INEt INETEST IMCOMIC ... ...ueeieiiiicieieici ettt s s s s s s s ee s s s es s eseseseaeseseaeseseaeseseaeseseaesensaean 30 32
Net income from financial instruments held for trading (2017: Net trading income).......................... — 6
Changes in fair value of long-term debt (2017: Net expense from financial instruments designated
AL FAIT VAIUC) ..ottt et s et s e bt es et et s esese s esesesnenesenn — 3)
Gains less losses from financial INVESIMENLS..............ccoeveviuiieieeiiriereeiieetee et aesens 22 18
Other operating income 16 11
Total OPErating INCOME ...........coevivieieeieieeeteteieteteee ettt ettt ssaeeseteaseseseseas et ese st esese et esessssaseseasesesesens 68 64
TOtal OPEIAtING EXPEISES......euviueivierieieeietieteeteseeteeteseeseeteseseeseseseeseesesseseesesessessesessesessessenseseesensessesesess 14) (42)
OPETAING PLOTIL....uviviiiieieietceieeeeet ettt ettt ettt et ee et e et e e ese et e s e st ess et eeseseesessenseseesensenseseesens 54 22
Share of profit/(10SS) i @SSOCIALES ..........c.ccveieriereieeeeeieeereeteete ettt ettt ere et eseeseese s enseseeseseeseeseneas — (€8]
Profit before iNCOME taX EXPENSE...........c.evviieeririeerieteeteeeteeret e eseeteeee et eeeseeseeseseasesesesseteeseaseseeseneens 54 21
Operating income for the first quarter of 2018 was $68m, balance sheet management activities.

an increase of $4m, or 6.3%, compared with the first
quarter of 2017 due to an increase in other operating
income of $5m, or 45.5%, attributable to higher income
from HSBC Group entities for software development
activities performed by the bank. In addition, gains less
losses from financial investments increased by $4m, or
22.2%, relating to the disposal of securities as part of

Lower spending on strategic cost saving initiatives in
the first quarter of 2018 led to a decrease in operating
expenses of $28m, or 66.7%. This led to an overall increase
in profit before income tax of $33m compared with the same
period in the prior year.

Summary quarterly performance

Referto the ‘Summary quarterly performance’section of our Annual Report and Accounts 2017 for more information regarding
quarterly trends in performance for 2017 and 2016.

Summary consolidated income statement

Quarter ended

31 Mar 31 Dec 30 Sep 30 June 31 Mar 31 Dec 30 Sep 30 June

2018 2017 2017 2017 2017 2016 2016 2016

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

Total operating inCOME .............cooevvevirinininininenne 541 540 528 496 506 512 498 525
Profit for the period............cocoovivininnininnne 183 152 162 168 186 188 100 121
Profit attributable to common shareholder ......... 173 142 153 158 177 178 91 111
Profit attributable to preferred shareholders....... 10 10 9 10 9 10 9 10
Basic earnings per common share ($)................. 0.35 0.28 0.31 0.32 0.35 0.36 0.18 0.22
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HSBC BANK CANADA

Management’s Discussion and Analysis (continued)
—

Accounting matters

The results of the bank are sensitive to the accounting
policies that underlie the preparation of our consolidated
financial statements. The bank has adopted IFRS 1