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Macro-economics and trade flow opportunities

Taiwan is still, in itself, one of the world's top 20 economies by GDP and international trade. And certainly in the last
several years theyve delivered more than 4% GDP growth. | think Taiwan has just upgraded its own assessment of
GDP growth for the last year. And that now is in excess of 5.5%.

Atthe same time, of course, in April the government changed. The KMT has been re-elected to power after seven
years and seems very earlyin its time to be very vocal, very focused on what it will do to develop the Taiwanese
economy and certainly, within that, to open up trade, transportation, tourism links with China.

We've just expanded there this year to look very closely at opportunities in the consumer business. And today Taiwan
has 500 corporate and commercial clients operating on the Chinese side of the straits. That business continues to
grow strongly. Our commercial business today accounts for just a little bit less than 20% of revenue in China from the
commercial segmentand a little bit less than 10% of revenue booked in China from the corporate segment. And both
sides have big ambitions to continue to grow that business.

If we take a look at Taiwan FDI in China, last year that totalled a little less than $10b. And if you look at a 15-year total,
it's now approaching $200b. And this is publicly reported part. So there may well be more going on behind the
scenes. Trade with China approached $200b in total last year as well. So these are very big flows which are
continuing to grow. And on both sides of the straits, HSBC is very well placed to take advantage of that. Last year we

Fnancial performance

delivered $123m on a consolidated basis. So that is the consolidation of our banking, our asset management, our
insurance, our insurance broker and securities business in Taiwan. And that was up from minus $23m the prior
year, so just a little bit more than 600% growth.

Leveraging an expanded distribution platform

The core of what we're doing is based on the bank. And as I think you know, last year we agreed to acquire the
business and operations of Chinese Bank, a deal which was completed at the end of March this year. So at a stroke
we've expanded our branch network from eight to 44 and we have a further three licenses in our pocket for
establishment later.

We're now represented in every major city, town and economic centre across the island.

So using that platform, now much expanded, we're expecting to further push into wealth management across Taiwan
based off our global Premier proposition. We fully expect to be able to build out more HSBC Direct client base off the
bigger network and bigger sales force. And certainly now with our expanded commercial and corporate portfolio,
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we're expecting to look much, much harder at international opportunities in this bigger base.

We multiplied our commercial base by approximately five times as a consequence of the acquisition. We now have
more than 20,000 clients from roughly 4,000 at the end of last year. So the opportunities are large.

Capturing both ends of the trade flows

It's also important to look at Taiwan's historic deep connections with markets like the United States and, indeed, now
expanding European community, particularly with consumer technology product flows. Taiwan still is the number one
global manufacturer of devices like notebook computers, PDAs, mobile phone units and so on And, of course, the
risks today are that the consumer will slow down its consumption patterns in markets like the United States. At the
moment | have to say we haven't seen any effect of that yet. Perhaps it's too early. | think our client order books are
holding up very well. And Taiwan reported for the tech sector as a whole year-on-year growth in excess of 15% in
dollar value terms for the first quarter this year. So the business flow is still there. And our strategy is to exploit both
ends of that purchase or supply chain. So we have an advantage as a consequence of our global network where
we're a little bit more deeply plugged in than perhaps some of our competitors. And we can see emerging trends
perhaps a little bit earlier. Many Taiwanese banks have representative offices in China today, but they can't conduct

Regulations and competition

full banking services. That regulatory restriction on the ability of mylocal competition to participate in this opportunity
offers us an opportunity because we don't face the same constraints. We have the unique positioning of being
extremely strong and very well placed to offer full service banking on both sides of the straits. And with our internet
proposition wrapping around that, it doesn't really matter where our clients are located, they can operate their banking
in all these locations.

If I look at the bigger local sector, today theyre very strong in domestic service provision, particularly as theyve got
highly liquid balance sheets so that allows them to lend, for example, at very competitive rates. But what they lack is
international network and international products. And that is what we bring to the table with our clients.

The most notable of our foreign sector competition are both weaker than our current Chinese mainland capabilities.
And provided we work closely with our China colleagues to stay ahead of that, | think we will sustain our competitive
advantage for the foreseeable future.

Key advantages

Big opportunity. HSBC increasingly well placed to avail of that. We have an extraordinarily big economy, at leastin
regional terms. Whilst it may not have grown as fast as some of its neighbours in recent years, itis nevertheless still
growing. Avery entrepreneurial and successful industrial base, particularly in the high technology sector. And | fully
expect there to be very significant opportunities for HSBC going forward.

Conditions

This w ebcast is made available by HSBC Holdings plc ("HSBC"). Nothing contained in this w ebcast is intended to constitute an
invitation or inducement to engage in investment activity for the purposes of the prohibition on financial promotion contained in the
Financial Services and Markets Act 2000. In making this w ebcast available, HSBC makes no recommendation to buy, sell or otherw ise
deal in shares in HSBC or in any other securities or investments w hatsoever and you should neither rely nor act upon, directly or
indirectly, any of the information contained in these w eb pages in respect of any such investment activity. If you are considering
engaging in investment activity, you should seek appropriate independent financial advice and make your ow n assessment.

Forward-looking statements
This interview may contain certain forw ard-looking statements w ith respect to the financial condition, results of operations and
business of the HSBC Group. These forw ard-looking statements represent the Group's expectations or beliefs concerning future
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events and involve know n and unknow n risks and uncertainty that could cause actual results, performance or events to differ

materially fromthose expressed or implied in such statements. Additional detailed information concerning important factors that could
cause actual results to differ materially is available in our Annual Report.

Past performance cannot be relied on as a guide to future performance.
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