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HSBC FRANCE

Financial results for the first half of 2008

1. Management report on the first half of 2008

Main changes in the structure of the HSBC France gup in the first half of
2008

On 29 February 2008, HSBC France received a firgh adfer of EUR 2,100 million from Banque
Fédérale des Banques Populaires for its sevenn@dianking subsidiaries in France. On the basis of
this offer, HSBC France entered into exclusive tiegjons with the Banque Populaire Group.

HSBC France's regional banking subsidiaries areég&bdlarseillaise de Crédit, Banque de Savoie,
Banque Chaix, Banque Marze, Banque Dupuy, de Pardanque Pelletier and Crédit Commercial
du Sud-Ouest.

The offer did not involve the branches operatingarthe HSBC brand in the major city centres and
particularly in the Paris region, or HSBC's GloBanking & Markets, Private Banking, Commercial
Banking, Asset Management and Insurance activiti€sance.

At 31 December 2007, under IFRS, the seven regimaaking subsidiaries had aggregate total assets
of EUR 8,380 million and equity of EUR 564 milliomhey generated net profit of EUR 100 million
for the year ended 31 December 2007. They had dcbes (excluding nine branches held by
Société Marseillaise de Crédit and operating utllerHSBC brand which were not included in the
offer and which were bought by HSBC France on 2J2008) and employed about 2,950 people.
They represent less than 40 per cent of HSBC'd petstomers in France and in 2007 generated less
than 20 per cent of HSBC France's pre-tax profie Price offered represents a multiple of 21 times
2007 net profit and 3.7 times equity at 31 Decen2®€7.

Following these negotiations, HSBC France completesl sale of its seven regional banking
subsidiaries to Banque Fédérale des Banques Pagsutai 2 July 2008.

Financial results of the HSBC France group (legalrities)

The consolidated financial statements of the HSB&h&e group (legal entities) have been prepared in
accordance with IFRS as defined in note 1 to tharftial statements contained in this registration
document update.

HSBC France's announcement on 29 February 2008tthad entered into exclusive negotiations
with the Banque Populaire group for the sale osé@gen regional banking subsidiaries led to a ohang
in accounting treatment of these subsidiaries enabnsolidated financial statements. The following
reclassifications were made as of 1 March 2008:

— All the assets of the regional banking subsidswere reclassified as "Assets of disposal groups
classified as held for sale";

— All the liabilities (excluding equity) of the rimmal banking subsidiaries were reclassified as
"Liabilities of disposal groups classified as higldsale”;

— Profit before tax after 1 March 2008 was recfasdias "Other operating income".

This distorts any comparison of the figures exdepprofit before tax and net profit, for the folling
reasons:

— Operating income before credit risk provisiongtdes two months of revenue and four months
of profit before tax in the first half of 2008, cpared with six months of revenue in the first half
of 2007;

1 See "Subsequent events" on page 46 of thistn&ipn document update.
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Financial results for the first half of 2008 (continued)

— Other income statement items, and particularigraiing expenses and loan impairment charges
and other credit risk provisions, include two mantif full consolidation and no further items
from 1 March 2008, compared with six months of tulhsolidation in the first half of 2007.

In addition, on 26 March 2007, HSBC France acquirech Swiss Life the remaining 50.01 per cent
of insurance companies Erisa IARD and Erisa, navameed HSBC Assurances (France) and HSBC
Assurances Vie (France), thereby obtaining fulltcmnAs planned at the time of the acquisitioreyth
were transferred to HSBC Bank plc Paris Branch @rD2cember 2007. As a result, in accordance
with IFRS, these companies were classified as '‘8sg@f disposal groups held for sale" and
"Liabilities of disposal groups held for sale" atitkir earnings were included in "Net profit of
discontinued operations" in an amount of EUR 14ionilin the first half of 2007.

In the first half of 2008, profit before tax of th¢SBC France group was EUR 450 million and net
profit attributable to shareholders was EUR 388iamil

Operating income before credit risk provisions &R 1,364 million, down 24 per cent due to the
following factors:

— The change of accounting treatment applied #f'eannouncement of exclusive negotiations with
the Banque Populaire Group for the sale of thersesgional banking subsidiaries (see above);

— A large capital gain recognised in the first laflf2007 on the sale of HSBC France's holding in
HSBC Private Banking Holdings (Suisse) SA to HSBEdpe (Netherlands) BV

Excluding these items, operating income beforeitmgk provisions was down by just 1 per cent
compared with 30 June 2007.

Loan impairment charges and other credit risk mions remained stable, with a net charge of EUR
31 million. Without the change of accounting treatihof the regional banking subsidiaries, the
charge would have been EUR 5 million higher.

Operating expenses decreased by 9 per cent to B3Rvllion due to the change of accounting
treatment of the regional banking subsidiariesh@a tourse of disposal. Excluding this item, they
would have increased by 1 per cent compared wiHitst half of 2007.

Operating profit amounted to EUR 450 million atBfhe 2008 and the cost efficiency ratio was 64.8
per cent or 66.9 per cent excluding the impact of the cleaofjaccounting treatment of the regional
banking subsidiaries.

Consolidated shareholders' equity was EUR 5.3ohillThe capital adequacy ratio calculated on Basel
Il standards was 9.2 per cent, up compared wittesitienated Basel Il ratio at 31 December 2007 at
8.8 per cent, and higher than the minimum regwatequirement.

Net profit of HSBC France parent company was EUR @&illion compared with EUR 1,128 million
at 30 June 2007.

1 Calculated on the basis of the IFRS financial staets as presented by the HSBC Group, i.e. "Totaiatipg expenses
as a ratio of net operating income before credikrmprovisions".
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HSBC FRANCE

Financial results for the first half of 2008 (continued)

Contribution of France to HSBC Group financial redts' (managerial scope)

The results of the HSBC Group in France were eadiliin a difficult financial environment marked
by a persistent shortage of liquidity and the emguncrease in its cost, a fall in the equity méske
(CAC 40 down by 21 per cent since 1 January 2008)messures on interest rates, caused mainly in
June by the European Central Bank's announcemengoérter point increase in its base rate.

Profit before tax of the HSBC Group in France wda$RE522 million in the first half of 2008, a
decrease of 13 per cent compared with the samedpetithe previous year.

Three specific factors contributed to this trend:

— A capital gain of EUR 87 million on the disposdlitrading securities compared with EUR 161
million in the first half of 2007 (including EUR 52million on Euronext shares);

— An exceptional reversal of provisions against leyge-related liabilities in an amount of EUR 46
million in the first half of 2008;

— A contribution from the insurance subsidiarieseafR 13 million to profit before tax in the first
quarter of 2008 whilst in 2007 they were only futignsolidated as of the second quarter, and the
recognition of EUR 67 million in non-recurring itern the first half of 2007.

Excluding these specific items, which impact vasitine items of the income statement, profit before
tax would have increased by 3 per cent.

In addition to these items, there was also the ghaf accounting treatment for the regional banking
subsidiaries in the course of disposal, as destabeve. Although this had no impact on profit lbefo
tax, it affected trends in the various componefth®income statement.

At 30 June 2008, net operating income before cradit provisions was EUR 1,465 million, a
decrease of 5 per cent compared with the previeas lut an increase of 6 per cent after eliminating
the specific items referred to above.

Credit risk provisions remained very low, with & oharge of EUR 31 million, despite a significant
increase compared with the exceptionally low figareeUR 15 million in the first half of 2007. The

impact on credit provisions of the change of actiogrireatment for the regional banking subsidrie
was EUR 5 million.

Operating expenses totalled EUR 913 million, a el@ee of 7 per cent compared with the first half of
2007 and a decrease of 5 per cent excluding thefispéems referred to above.

The reported cost efficiency ratio was 62.3 pert @n71.8 per cent after eliminating the specific
items referred to above from revenue and expenses.

The commentary below refers to business segmenfitsesn a managerial scope, that is the
contribution of France to the HSBC Group's finahm@aults.

1 The commentary relates to France's contributiothdmHSBC Group under IFRS:

— The managerial scope now includes the HSBC Groug@sdfr activities and the operating results of HSBCGisPa
Branch, a branch of HSBC Bank plc. As of 1 April 20Bie insurance subsidiaries acquired by HSBC Feaaicd
then transferred to HSBC Bank plc Paris Branch wally £onsolidated.

— The results of the regional banking subsidiarieshia course of disposal were fully consolidatedhia first half of
2007, January and February 2008, whilst from MarohJune 2008 their profit before tax was includednit
operating income.

— Financial figures are presented according to IFRSspplied by the HSBC Group.

—  The capital gain on the disposal of HSBC Franceldihg in HSBC Private Banking Holdings (Suisse) Sk first
half of 2007 is an intra-group gain and has therefbeen eliminated.
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Financial results for the first half of 2008 (continued)

Business segment results
Personal Financial Services

The disposal of the French regional banking subsis forms part of the strategy adopted by the
HSBC Group in mature economy countries, which i$ottus on activities with strong international
connectivity. In Personal Financial Services, thieans focusing on the affluent, international
customer segment through HSBC Premier. Thanksddetpacy of the former CCF's positioning in
retail banking, HSBC France represents almost ICcest of the HSBC Group's Premier clientele,
with 200,000 Premier customers. The relaunch oHf8BC Premier offering in France in March 2008
provided the occasion for new intensive advertiang marketing campaigns to step up the HSBC
brand's visibility in France. The number of newrRier customers has risen by more than 70 per cent
compared with the first half of 2007. Specialisatiof the branch network has resulted in Premier
facilities being created within HSBC branches awgdthe end of 2008 there will be some twenty
Premier Centres in the major French cities (withinetwork of 250 HSBC Group Premier Centres
worldwide). The product and service offering hasoabeen further enriched. The "Corporate
Expatriate Employee Program" and the "Ready-fon€ea website are devoted to managers of large
international groups who move and work around tbeldv Guaranteed funds have been launched in
response to the difficult conditions in the finaalanarkets, particularly the stock markets, inahadi
capital guaranteed collective investment funds aghtHSBC Monde" and "HSBC Destination 3-6-
8", and wealth management products such as thel"B6jectif Innovation Patrimoine” fund. A new
life insurance contract called "Taux garanti surrdis glissants”, developed in association with
HSBC Assurances, has proved a success. All théemadave been accompanied by further growth
in volumes. Deposits have grown by 10 per centraawl life insurance business by 4 per cent in a
market down 8 per cent compared with the first lwilf2007 (FFSA statistics, end June 2008).
However, reported revenues do not yet reflect stieng commercial performance because of the
specific items described above, and particularly ¢thange of accounting treatment of the regional
banking subsidiaries in the course of disposal.

Commercial Banking

The HSBC Group's strategy in Commercial Bankingpifocus on high-quality companies regardless
of size, whilst at the same time specialising tistribution network according to size. Ten Corperat

Banking Centres devoted to companies with revemhueooe than EUR 30 million were created in the
first half. This is part of the plan to expand tHSBC network, which also includes opening 50
Business Banking Centres for SMEs by the end 00200awing on the HSBC Group's international
capabilities, both in terms of network and diversf products and services, Commercial Banking
continued to enrich its offering in the first half 2008, including new "Club Pays" for Canada and
Brazil (following the United Kingdom, China and HpiKong in 2007), the "HSBC Trade Premium"

e-documentary credit service, and stepping up nesinkss relationships with other customer
segments of HSBC France and the HSBC Group. L&dH#BBC Group, HSBC France also continued
its involvement in sustainable development, laungHiLiving Business" in the first half of 2008, a

campaign aimed at making managers of SMEs awardhefissues involved in sustainable

development, and creating a dedicated website HSBC platform customer franchise expanded by
more than 4 per cent in the first half of 2008. (Woks also grew, with a increase of almost 20 petr ce
in deposits and 16 per cent in lending. Howevee, ghowth in revenue derived from this strong
business momentum and improved margins was maskéeldebimpact of the change of accounting
treatment of the regional banking subsidiaries.
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Financial results for the first half of 2008 (continued)

Global Banking & Markets

In difficult operating conditions, Global Banking &larkets capitalised on its membership of the
HSBC Group and the confidence of major corporatefié Group's financial strength. HSBC France
completed many deals, which led to improved rarkiimgseveral segments, including top place in
bond issuance (source: Dealogic Bondware - Pulelatos - H1 2008). HSBC France continues to
build long-term customer relationships whilst pumgua highly conservative risk management policy.
The improvement in margins seen in late 2007 wa$ircoed during the first half of 2008.

Within the Markets business, fixed-income actigtiachieved strong growth by capitalising on
opportunities created by market volatility and sgocustomer demand for inflation protection
products. Customer volumes were still driven byiggderivatives despite the fall in the stock
markets, helping maintain a satisfactory levelesfenues.

As in previous years, intra-group synergies comthto progress, leading to significant growth in
revenues generated by major French corporatessattr@svhole of the HSBC Group.

In Asset Managementthe deterioration in the financial markets hadaawerse impact on assets
under management, mainly due to the fall in vali@quities and investor reluctance to invest in
funds during a period of market instability. At 3Qne 2008, assets under management were down
compared with 31 December 2007, falling to EUR 8Rillon, which had an adverse effect on
revenues. Since the beginning of the financialgrldSBC France has always been able to provide its
customers with liquidity in its funds.

Private Banking

In a highly unfavourable market environment, PevBanking enjoyed strong growth in the private

client segment driven by synergies with Personaamiéial Services, Commercial Banking and Global

Banking in terms of expanding the customer base vath Markets and Asset Management in terms
of enhancing the offering in products adapted toketaconditions, such as structured products, stock
option coverage products, multi-manager funds dtedretive investment. However, this commercial

momentum was held back by market trends and thisidedo refocus the fund management business
on private clients. Assets under management amduatEUR 10.2 billion at 30 June 2008.
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Financial results for the first half of 2008

(continued)

2. Consolidated financial statements at 30 June 280

Consolidated income statement for the half-year t80 June 2008

(in millions of euros)
Interest income
Interest expense
Net interest income

Fee income
Fee expense
Net fee income

Trading income

Net income from financial instruments designatefhmtvalue
Gains less losses from financial investments

Dividend income

Other operating income

Net operating income before loan impairment
charges and other credit risk provisions

Loan impairment charges and other credit
risk provisions

Net operating income

Employee compensation and benefits

General and administrative expenses

Depreciation of property, plant and equipment
Amortisation of intangible assets and impairmengaddwill
Total operating expenses

Operating profit

Share of profit in associates and joint ventures

Profit before tax

Tax expense

Net profit on discontinued operations
Profit for the year

Profit attributable to shareholders
Profit attributable to minority interests

(in euros)

Basic earnings per ordinary share
Diluted earnings per ordinary share
Dividend per ordinary share

Half year Full yeai

30 June 30 Junu 31 Decembe
Notes 2008 2007 2007
2,041 1,586 3,658
(2,106) (1,387) (3,479)
(65) 199 179
586 625 1,319
(208) (182) (355)
378 443 964
894 525 1,339

2 - (5)

111 534 538

5 7 12

39 82 62
1,364 1,790 3,089
10 (31) (30) (52)
1,333 1,760 3,037
(535) (594) (1,201)
(314) (339) (707)
(28) (31) (64)

(6) 8 (15)
(883) (972) (1,987)
450 788 1,050

- - 1

450 788 1,051

6 (62) (67) (119)
- 14 45

388 735 977
388 733 975

- 2 2

5.11 9.68 12.88
5.05 9.52 12.71

- 9.58 9.58

1 of which the profit before tax of regional baiedd for sale amounted of EUR 29 million frofiMarch to 30 June 2008.
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Financial results for the first half of 2008 (continued)

Consolidated balance sheet at 30 June 2008

30 June 30 Juni 31 Decembe
(in millions of euros) Notes 2008 2007 2007
ASSETS
Cash and balances at central banks 1,356 363 4,014
Items in the course of collection from other banks 955 2,013 1,369
Financial assets at fair value through profit @slo 69,649 52,581 58,114
Derivatives 51,929 34,409 36,556
Loans and advances to banks 34,802 22,784 33,083
Loans and advances to customers 49,594 49,821 55,196
Financial investments 2,773 2,888 4,050
Interests in associates and joint ventures 6 10 6
Goodwill and intangible assets 446 462 450
Property, plant and equipment 551 730 639
Other assets 3,765 2,838 3,638
Deferred tax assets 4 38 27
Prepayments and accrued income 1,724 1,332 1,401
Assets of disposal groups classified as held fie sa 6,601 15,038 84
TOTAL ASSETS 224,155 185,307 198,627

30 June 30 Jun 31 Decembe
LIABILITIES AND EQUITY 2008 2007 2007
Liabilities
Deposits by banks 53,736 36,485 48,393
Customer accounts 38,483 36,698 44,690
Items in the course of transmission to other banks 846 1,953 1,180
Trading liabilities 41,182 31,645 35,964
Financial liabilities designated at fair value 1,830 246 336
Derivatives 50,218 34,453 36,473
Debt securities in issue 20,687 19,872 22,840
Retirement benefit liabilities 91 175 178
Other liabilities 2,700 1,710 1,550
Current taxation 24 10 14
Accruals and deferred income 1,877 1,408 1,572
Provisions for liabilities and charges:
— deferred tax 22 - 2
— other provisions 45 93 78
Subordinated liabilities 259 765 262
TOTAL LIABILITIES 212,000 165,513 193,532
Equity
Called-up share capital 12 380 378 380
Share premium account 12 1,191 1,170 1,191
Other reserves and retained earnings 12 3,709 3,440 3,493
TOTAL SHAREHOLDERS' EQUITY 12 5,280 4,988 5,064
Minority interests 12 30 32 31
TOTAL EQUITY 12 5,310 5,020 5,095
Liabilities of disposal groups classified as held$ale! 6,845 14,774 -
TOTAL EQUITY AND LIABILITIES 224,155 185,307 198,627

1 30 June 2008: related to the seven French regibaaks held for sale (Assets amounted to EUR 6,51i@mp

30 June 2007: related to the disposal oflttseirance activity completed on 20 December 2007

(cf the financial statements of the InteReport 2007 and of the Annual Report and Accoud®§ 2HSBC France)
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Financial results for the first half of 2008 (continued)

Consolidated statement of recognised income and expse for the half-year to 30 June 2008

Half year Full year
30 June 30 Juni 31 Decembe
2008 2007 2007
(in millions of euro)
Available-for-sale investments:
— valuation gains/(losses) taken to equity (67) 88 96
— transferred to income statement on disposal pairment (110) (460) (482)
Cash flow hedges:
— gains/(losses) taken to equity (33) (124) (61)
— transferred to income statement (24) 3 (3)
Exchange differences arising on net investmentsrign operations (2) - 4)
Other reserves:
— gains/(losses) taken to equity (1) 1) 2
— actuarial gains/(losses) on post—-employment fisnef (4) 12 9
— Erisa revaluation - 82 -
(240) (400) (443)
Net deferred taxation on items taken directly taigq 59 46 34
Net Profit for the year 388 735 977
Total recognised income and expense for the year 207 381 568
Total recognised income and expense for the year ghiutable to:
— Shareholders of the parent company 207 379 566
— Minority interests - 2 2

207 381 568
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Financial results for the first half of 2008 (continued)

Consolidated cash flow statement for the half-yeaio 30 June 2008

Half year Full year

30 June 30 Juni 31 Decembe
(in millions of euros) Notes 2008 2007 2007
Cash flows from operating activities
Profit before tax 450 788 1,051
Of which profit before tax from regional banks hiddsale 29 - -
Net profit on discontinued operations - 14 45
Adjustments for:
— non-cash items included in net profit 7 61 (50) 28
— change in operating assets 7 (7,481) (12,472) (21,798)
— change in operating liabilities 7 (454) 18,934 41,898
— change in assets/liabilities of disposal grodpssified as held for
sale (including cash items) (91) (264) -
— elimination of exchange differences 50 (20) (35)
— net gain from investing activities (126) (519) (585)
— share of profits in associates and joint ventures - - Q)
— dividends received from associates - - 4
— tax (paid) / recovered 54 (62) (171)
Net cash from operating activities (7,537) 6,349 20,436
Cash flows (used in)/from investing activities
Purchase of financial investments (277) (507) (2,234)
Proceeds from the sale of financial investments 2,114 2,094 2,477
Purchase of property, plant and equipment (38) (33) (61)
Proceeds from the sale of property, plant and eoeiip 1 1 7
Purchase of goodwill and intangible assets (12) 9 a7)
Net cash outflow from acquisition of and increasstake of
subsidiaries - (229) -
Net cash inflow from disposal of subsidiaries - - -
Net cash outflow from acquisition of and increasstake of
associates - - (229)
Proceeds from disposal of associates - - 29
Net cash (used in)/from investing activities 1,788 1,317 (28)

Cash flows (used in)/from financing activities

Issue of ordinary share capital - - 23
Net purchases and sales of own shares for markeghpurposes - - -
Increase in non-equity minority interests - - -
Subordinated loan capital issued - - -

Subordinated loan capital repaid - - (503)
Dividends paid to shareholders ) (807) (1,038)
Dividends paid to minority interests - - -
Net cash (used in)/from financing activities (2) (807) (1,518)
Net increase in cash and cash equivalents (5,751) 6,859 18,890
Cash and cash equivalents at 1 January 38,211 19,381 19,381
Effect of exchange rate changes on cash and casbatmts (358) (10) (60)
Cash and cash equivalents at 30 June 32,102 26,230 38,211

11



HSBC FRANCE

Financial results for the first half of 2008 (continued)

Notes to the consolidated financial statements

1

Basis of preparation

(@)

HSBC France has prepared these interim consetidanancial statements in accordance with Intéonat
Financial Reporting Standards ('IFRSs’) as endotsgthe EU and effective for HSBC France’s reporting
for the period ended 30 June 2008. IFRSs comprim®uating standards issued by the International
Accounting Standards Board (‘IASB’) and its predeoedsody as well as interpretations issued by the
International Financial Reporting Interpretatioren@nittee (‘IFRIC’) and its predecessor body.

These condensed interim financial statements hasen bprepared in accordance with International
Accounting Standard (‘IAS’) 34 ‘Interim Financial Rating'.

The primary financial statements in this documest @esented in accordance with IAS 1 ‘Presentatfon o
Financial Statements’.

(b) The interim consolidated financial statemerft$18BC France comprise the financial statements dBEIS

(©

France and its subsidiaries and associates. Ertiité¢ are controlled by HSBC France are consolidaeil
the date control ceases. Subsidiaries acquiredaarsolidated from the date control is transfercetiEBC
France.

The purchase method of accounting is used to atdouthe acquisition of subsidiaries by HSBC France
The cost of an acquisition is measured at theviaie of the consideration given at the date oherge,
together with costs directly attributable to thatasition. The acquired identifiable assets, litie and
contingent liabilities are measured at their fafues at the date of acquisition. Any excess ofcib&t of
acquisition over the fair value of HSBC France’srshaf the identifiable assets, liabilities and cogént
liabilities acquired is recorded as goodwill. If thest of acquisition is less than the fair valueH8BC
France's share of the identifiable assets, liabdlitand contingent liabilities of the business aegly the
difference is recognised immediately in the incataement.

All intra-HSBC France transactions are eliminateadonsolidation.

The interim consolidated financial statements of BSBrance also include the attributable share of the
results and reserves of joint ventures and assscibased on financial statements made up to datesarlier
than three months prior to 30 June.

The preparation of financial information reesrthe use of estimates and assumptions aboutefutur
conditions. Use of available information and apgiaa of judgement are inherent in the formation of
estimates. Actual results in the future may diffemf those reported. In this regard, managemené\edi
that the critical accounting policies where judgetrisnnecessarily applied are those which relateoém |
impairment, goodwill impairment and the valuatiorfinfncial instruments.

In the opinion of management, all normal and réngradjustments considered necessary for a fagemtation
of HSBC France’s net income, financial position aadh flows for interim periods have been made.

Accounting policies

The accounting policies adopted by HSBC Francehisribterim report are consistent with those desctiin the
financial statements of the Annual Report and Acco@e07.

Dividends

The Board of directors of July 29th, 2008 did noagwse distribution of an interim dividend for tfigcal year
2008.

12



HSBC FRANCE

Financial results for the first half of 2008

4  Earnings and dividend per share

(continued)

(in euros)

Basic earnings per share
Diluted earnings per share
Dividend per share

30 June 30 Juni 31 Decembe
2008 2007 2007
5.11 9.68 12.88
5.05 9.52 12.71
0.00 9.58 9.58

Basic earnings per ordinary share were calculatediigling the earnings of EUR 388 million by the roen of
ordinary shares outstanding, excluding own shardd, hef 75,963,895 (first half of 2007: earnings of
EUR 733 million and 75,683,045 shares; full year 20€arnings of EUR 975 million and 75,698,434 weighte

average number of shares).

Diluted earnings per share were calculated by digidive basic earnings, which require no adjustmenthfe
dilutive effects of potential ordinary shares (umihg share options outstanding not yet exercisbg)the
weighted average number of ordinary shares outsignexcluding own shares held, plus the weightedaapeer
number of ordinary shares that would be issued dmary conversion of all the potential dilutive ordry shares
of 76,970,926 (first half of 2007: 76,970,926 skafall year 2007: 76,705,465 shares).

5 Social liabilities

On 5 June 2008, HSBC France signed an agreement witlil #prespect of the purchase of additional Arico
Agirc pension cover. In addition, HSBC France modifiss employees' medical cover plan. HSBC France no
longer finances the optional health cover plan retired staff and has established a compulsoryectiVle
guarantee system for the reimbursement of emplomgstical expenses.

These changes resulted in a EUR 46 million reledseravisions in the consolidated financial statetseat

30 June 2008.

6 Tax expense

(in millions of euros)
Current tax

Deferred tax

Tax expense

Effective tax rate (per cent)

(in millions of euros)
Analysis of overall tax charge

Taxation at French corporate tax rate
Impact of overseas profits in principal locatioased at
different rates

Operations taxed at different tax rate in France

Other items including result for tax Group integrat
Overall tax charge

30 June 30 Junu 31 December
2008 2007 2007
10 56 103
52 11 16
62 67 119
13.8 8.5 11.3

30 June 2008

30 June 2007

31 December 2007

Amount % Amount % Amount %
155 34.43 271 34.43 362 3443

@ 0.2 - - @ ©1
(24) (3.8) (150)  (19) (156) (14.8)
(68) (16.7) (54) (6.9) (86) (8.2)
62 13.8 67 8.5 119 11.3
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Financial results for the first half of 2008 (continued)

In 2008, HSBC France and its subsidiary undertaking-rance provided for French corporation ta4#3 per
cent for Short Term (ST) and 17ger cent for Long Term (LT) (2007: (ST) 34.43 pent and (LT) 1.72 per
cent). The rates used for deferred taxes are llas@008 tax rates.

1 Except property company securities and secunttigls cost price higher than EUR 22.8 million but &w
than 5 per cent of capital, and securities from FCR SCR.

7 Reconciliation of profit before tax to net cash iw from operating activities

30 June 30 Jun 31 Decembe
(in millions of euros) 2008 2007 2007
Non cash flow items included in income
Depreciation and amortisation 33 38 79
Share based payments 9 10 11
Revaluations on investment property - ) @)
Loan impairment losses 31 16 52
Loans written off net of recoveries (28) (40) (82)
Provisions raised - (34) (26)
Provisions utilised - (18) (26)
Impairment of financial investments 15 (15) 26
Accretion of discounts and amortisation of premiums 1 - 1
61 (50) 28
Change in operating asset
Change in prepayments and accrued income (322) (167) (237)
Change in net trading securities and net derivatives (7,556) (9,980) (11,270)
Change in loans and advances to banks (5,207) 5,801 3,870
Change in loans and advances to customers 5,822 (7,775) (13,144)
Change in financial assets designated at fair value 5) - -
Change in other assets (213) (351) (1,017)
(7,481) (12,472) (21,798)
Change in operating liabilities:
Change in accruals and deferred income 305 135 298
Change in deposits by banks 5,343 12,555 24,463
Change in customer accounts (6,207) 3,292 11,284
Change in debt securities in issue (2,153) 2,809 5777
Change in financial liabilities designated at faafue 1,496 (27) 63
Change in other liabilities 762 170 13
(454) 18,934 41,898
Cash and cash equivalents comprise:
Cash and balances at central banks 1,356 364 4,014
Items in the course of collection from other banks 955 2,013 1,369
Loans and advances to banks of one month or less 29,591 24,712 33,079
Treasury bills, other bills and certificates of dsj less than
three months 1,046 1,094 929
Less: Cash accounts (Liabilities) (846) (1,953) (1,180)
32,102 26,230 38,211
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HSBC FRANCE

(continued)

8 Fair value of financial instruments
The following table provides an analysis of the §&sr the valuation of financial assets and finahliabilities
measured at fair value in the consolidated findrst&tements :
Valuation
techniques:
with
significant Amounts
Quotec using non-  Third with
marke! observabli observabl Party HSBC
(in millions of euros) price inputs inputs  Total entities Total
At 30 June 2008
Assets
Trading assets 55,644 11,057 8 66,709 2,935 69,644
Financial assets designated at fair value - 5 - 5 - 5
Derivatives 2,405 32,573 163 35,141 16,788 51,929
Financial investments 1,027 1,570 49 2,646 127 2,773
Liabilities
Trading liabilities 30,230 6,990 - 37,220 3,962 41,182
Financial liabilities at fair value - 1,830 - 1,830 - 1,830
Derivatives 2,868 30,628 124 33,620 16,598 50,218
At 31 December 2007
Assets
Trading assets 53,886 757 - 54,643 3,471 58,114
Financial assets designated at fair value - - - - - -
Derivatives 2,614 21,928 742 25,284 11,272 36,556
Financial investments 1,894 1,977 169 4,040 10 4,050
Liabilities
Trading liabilities 31,097 1,904 - 33,001 2,963 35,964
Financial liabilities at fair value - 336 - 336 - 336
Derivatives 2,537 20,731 798 24,066 12,407 36,473
The following table provides an analysis of the faitue of financial instruments not measured atvalue in the
balance sheet. For all other instruments the fireris equal to the carrying value:
30 June 2008 31 December 2007
(in millions of euros) Carrying Fair Carrying Fair
value value value value
Assets
Loans and advances to banks 34,802 34,802 33,083 33,110
Loans and advances to customers 49,594 49,048 55,196 54,718
Liabilities
Deposits by banks 53,736 53,736 48,393 48,406
Customer accounts 38,483 38,477 44,690 44,692
Debt securities in issue 20,687 20,687 22,840 22,840
Subordinated liabilities 259 259 262 266
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9 Maturity analysis of financial assets and liabilies

The following is an analysis of undiscounted casbwfl payable under financial liabilities by remaining
contractual maturities at the balance sheet date.

Trading liabilities and trading derivatives haveebeincluded in the “On demand” time bucket and ngt b

contractual maturity, because trading liabilities gypically held for short periods of time. Thedistounted cash

flows on hedging derivative liabilities are classifi according to their contractual maturity.
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9 Maturity analysis of financial assets and liattities (continued)

At 30 June 2008

e Lue between e between Due
wethn 3 Jand 12
{in millions of euros) O demand months months Tand § pears after 5 years Total
Deposits by banks 8156 45,681 2,077 1,938 1,306 60,058
Custoreer accounts 18,124 19,789 8,635 250 265 47,063
Trading lishilities 41,182 - - - - 41,182
Financial hiabilities designated at fair value - - - 1,625 m 1,902
Derrvatives 40,778 45 95 287 13 50,218
Dight semrities in issue (I 11,971 3673 4,756 1,992 22,392
Subordinated labilities 104 3 2 171 280
Other financial habilities 1,328 282 T82 Jod 234 2,99
Loan Corrmitments 81 6,629 3,242 10,38 3,037 23,309
Total at 30 June 2008 118,752 84,397 19,407 19,602 7,205 249,454
At 31 Decernber 2007
e e bahwaen 3 e bahwaen Dhua
within 3 and 12
{in millions of euros) n demand manths months Tand J pears affer 3 years Tofal
Deposits by banks 1,348 48,393 5,548 530 1,121 5,936
Customer accounts 20,078 28,154 3,915 306 264 53,317
Trading lishilities 35,94 - - - - 35,984
Financial lishilities designated at fair walue - - - 125 250 414
Dertvatives 36,054 46 37 324 12 36,473
Dieht secmities in issue - 14,245 1,697 8,607 1,992 24,542
Subordinated Labilities - - 6 32 187 283
Other financial Ligbilities 1,696 1448 546 242 235 4157
Loan Coratadtinents 120 1 956 1,788 10,321 5,780 18,525
Total at 31 Deceraber 2007 05,318 032,243 13,583 18,987 2,470 228611
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The following is an analysis of assets and lialetitby remaining contractual maturities at the bmdasheet date
for assets and liability line items that combine®ants expected to be recovered or settled in unkeryear and
after one year.

Contractual maturity is considered to be a readenapproximation of expected maturity for the assatd
liabilities analysed below. However, for items suchdamand deposits and overdrafts, the contractutlritias
could differ from expected maturities.

Trading assets and liabilities are excluded bectheseare not held for collection or settlementrahe period of
contractual maturity.

30 June 2008

Due aftel
Due within more thar
(in millions of euros) one year one year Total
Assets
Financial assets designated at fair value - 5 5
Loans and advances to banks 33,796 1,006 34,802
Loans and advances to customers 31,062 18,532 49,594
Financial investments 134 2,639 2,773
Other financial assets 2,955 152 3,107
67,947 22,334 90,281
Liabilities
Deposits by banks 51,148 2,588 53,736
Customer accounts 37,801 682 38,483
Financial liabilities designated at fair value - 1830 1,830
Debt securities in issue 15,444 5,243 20,687
Other financial liabilities 2,303 851 3,154
Subordinated liabilities - 259 259
106,696 11,453 118,149
30 June 2007
Due aftel
Due within more that
(in millions of euros) one year one year Total
Assets
Financial assets designated at fair value - - -
Loans and advances to banks 22,102 682 22,784
Loans and advances to customers 27,797 22,024 49,821
Financial investments 488 2,400 2,888
Other financial assets 2,962 186 3,148
53,349 25,292 78,641
Liabilities
Deposits by banks 33,915 2,570 36,485
Customer accounts 35,368 1,330 36,698
Financial liabilities designated at fair value - 246 246
Debt securities in issue 12,738 7,134 19,872
Other financial liabilities 172 440 612
Subordinated liabilities 2 763 765
82,195 12,483 94,678
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31 December 2007

Due afte
Due within more thai
(in millions of euros) one year one year Total
Assets
Financial assets designated at fair value - - -
Loans and advances to banks 31,367 1,716 33,083
Loans and advances to customers 32,461 22,735 55,196
Financial investments 543 3,507 4,050
Other financial assets 3,585 274 3,859
67,956 28,232 96,188
Liabilities
Deposits by banks 47 577 816 48,393
Customer accounts 43,293 1,397 44,690
Financial liabilities designated at fair value - 336 336
Debt securities in issue 15,746 7,094 22,840
Other financial liabilities 1,482 475 1,957
Subordinated liabilities - 262 262
108,098 10,380 118,478

10 Risk management

All the group’s activities involve analysis, evalioat, acceptance and management of some degreskobrri
combination of risks.

The most important types of risk arising from fiogh instruments are credit risk (which includes roy and
cross-border risk), liquidity risk and market riskhe management of these risks is discussed bel@arke¥irisk
includes foreign exchange, interest rate and equitye risk. In addition, risk also arises fromnisactions with
special purpose entities, both on- and off-balasieet, and other types of off-balance sheet arraege
including financial guarantees, letters of credil @ommitments to lend.

Credit risk management
Initiatives undertaken and risks identified

Credit risk management within the HSBC France greupe responsibility of the ALCO Credit and of thedit
Risk Department (DRC), which is independent of theiness lines. The DRC reports to the Deputy CEO in
charge of risks of HSBC France and also has a fumatireporting line to the management of the HSBQu@iia
London.

Credit risk is the risk of financial loss if a coster or counterparty fails to meet an obligatiodema contract. It
arises principally from lending, trade finance,asery and leasing business. The HSBC Group has stinda
policies and procedures dedicated to monitoringraadaging risk from all such activities.

HSBC Holdings plc is responsible for the formulatminhigh-level credit risk policies and provides tigvel
centralised oversight and management of creditfdskits subsidiaries worldwide. In addition, its pessibilities
include:

— controlling exposures to sovereign entities, Isaakd other financial institutions. HSBC’s creditdan
settlement risk limits to counterparties in thesetars are approved and managed by Group Credit ®isk
optimise the use of credit availability and avoxdessive risk concentration;

— monitoring intra-Group exposures to ensure theyhaaintained within regulatory limits;

— controlling cross-border exposures, through thgasition of country limits with sub limits by maiiyrand
type of business. Country limits are determineddkng into account economic and political factasd
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applying local business knowledge. Transactions wotlimtries deemed to be higher risk are considemea o

case by case basis.
Maximum exposure to credit risk
Maximum exposure to credit risk excluding collatérald or other credit enhancements

The following table presents the maximum exposurer¢dit risk of balance sheet and off-balance sfieatcial

instruments, before taking account of any colldtér@ld or other credit enhancements unless sucHitcre

enhancements meets offsetting requirements asuseéh dNote 2 m of the financial statements in the éain
Report and Accounts 2007.

Maximum exposure Maximum exposure  Maximum exposur
(in millions of euros) 30 June 2008 30 June 2007 31 December 2007
Items in course of collection from other
banks 955 2,013 1,369
Trading assets 65,089 46,876 45,025
Treasury and other similar bills 38,875 29,546 30,445
Debt securities 8,866 5,803 6,456
Loans and advances 17,348 11,527 8,124
Derivatives 51,929 34,409 36,556
Loans and advances to banks 34,802 22,784 33,083
Loans and advances to customers 49,594 49,821 55,196
Financial investments 1,979 1,542 2,264
Treasury and other similar bills 629 1301 952
Debt securities 1,350 241 1,312
Other assets 3,647 2,868 3,629
Off balance sheet
Financial guarantees and other credit
related 7,633 6,432 6,873
Loan commitments and other credit rele
commitments 23,370 18,085 20,326
Total 238,997 184,830 204,321

Guarantees received and other credit risk enhancesnent
Loans and advances

The Group entities are required to implement guidalion the acceptability of specific classes ofrauaes
received or credit risk mitigation, and determir@uation parameters. Such parameters are expectde t
conservative, reviewed regularly and be supportedrbpirical evidence. Security structures and legakenants
are subject to regular review to ensure that theyioe to fulfil their intended purpose and remaidine with
local market practice.

While guarantees received are an important mitigateredit risk, it is the Group’s policy to estalithat loans
are within the customer’s capacity to repay rathantto over-rely on security. In certain casesgeddmg on the
customer’s standing and the type of product, féedimay be unsecured.

The principal collateral types are as follows:
— in the personal sector, mortgages over residgrtperties;
— inthe commercial and industrial sector, chames business assets such as premises, stock biuisje

— in the commercial real estate sector, chargestbeeproperties being financed;
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— in the financial sector, charges over finanamsitiuments such as debt securities and equitisspport of
trading facilities; and

— credit derivatives are also used to manage criglitn the group’s loan portfolio.

The group does not disclose the fair value of teféd held as security or other credit enhancememisans and
advances past due but not impaired or on individuassessed impaired loans and advances, as ibtis n
practicable to do so.

Other securities

Other securities held as guarantee for financiatassher than loans and advances is determinéuebstructure
of the instrument. Debt securities, treasury anemo#tigible bills are generally unsecured with thleeption of
asset-backed securities and similar instruments;iwdaie secured by pools of financial assets.

The ISDA Master Agreement is the group’s preferre@agrent for documenting derivatives activity. It\pdes
the contractual framework within which dealing activiacross a full range of over-the-counter produsts
conducted, and contractually binds both partieggply close-out netting across all outstanding daations
covered by an agreement if either party defaultstber pre agreed termination events occur. lbigmoon, and
the group’s preferred practice, for the partiegxecute a Credit Support Annex (CSA) in conjunctiothwiie
ISDA Master Agreement. Under a CSA, collateral is phssdween the parties to mitigate the market-cgeti
counterparty risk inherent in the outstanding posg.

Settlement risk arises in any situation where aygayt in cash, securities or equities is made iredpeectation of
a corresponding receipt in cash, securities orteguiDaily settlement limits are established fartreeounterparty
to cover the aggregate of all settlement risk agisrom the group’s investment banking and markiissactions
on any single day. Settlement risk on many traisast particularly those involving securities argligies, is
substantially mitigated through being effected a&sured payment systems, or on a delivery versysigyd
basis.

The group provides a diverse range of financialvises principally in France. Its portfolio of fineial
instruments with credit risk is highly diversifiedttvino exposures to individual industries or ecorognoupings
totalling more than 10 per cent of consolidatedltassets, except as follows:

— the majority of the group’s exposure to credikiis concentrated in France. Within France, tloeig's credit
risk is diversified over a wide range of industaald economic groupings; and

— the group’s position as part of a major intelmadl banking group means that it has a significant
concentration of exposure to banking counterparfiée majority of credit risk to the banking indystvas
concentrated in Europe.

There are no special collateral requirements rejatid industrial concentrations, with the exceptdérexposures
to the property sector. The majority of exposukeshie property and construction industry and thedential
mortgage market are secured on the underlying piyope
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Credit quality

Loans and advances

30 June 2008 30 June 2007 31 December 2007

Loans anc Loans anc  Loans ani Loans ani Loans ani Loans ant
advances tadvancest advancestadvancest advancest advancest

(in millions of euros) customers banks  customers banks  customers banks

Gross loan and advances :

- not impaired 49,192 34,802 49,397 22,784 54,666 33,083

- impaired 920 - 1,169 - 1,268 -
50,112 34,802 50,566 22,784 55,934 33,083

Distribution of loans and advances by facility grade

The credit quality of the portfolio of loans andvadces can be assessed by reference to the Gregptylcredit
risk rating system which provides risk grades fampaired exposures on the basis of a “compositeéssment
of probability of default and risk mitigation. THelowing information is based on that system:

At 30 June 2008 At 30 June 2007 At 31 December 2007

Loans anc Loans anc Loans ani Loans ani Loans ani Loans an
advances tadvancest advancest advancest advancest advancest

(in millions of euros) customer: banks  customer banks customer banks

1 -3 satisfactory risk 48,672 34,802 48,010 22,740 54,041 33,083

4 - watch list 153 - 254 -
1,387 44

5 - sub standard but not impaired 367 - 371 -

Total 49,192 34,802 49,397 22,784 54,666 33,083

The group does not disclose neither the amourtaxfd and advances past due but not impaired nqattedue
ageing analysis on loans and advances past dumbimpaired.

Grades 1 and 2 represent facilities demonstratimgnfiial condition, risk factors and capacity toagphat are
good to excellent, residential mortgages with lowrtoderate loan to valuation ratios, and other retailounts
which are maintained within product guidelines.

Grade 3 represents satisfactory risk and includeétiies that require closer monitoring, mortgageith higher
loan to valuation ratios than grades 1 and 2.

Grades 4 and 5 include facilities that require vagyilegrees of special attention and all retail eypes that are
progressively between 30 and 90 days past due.

Grades 6 or 7 indicate impaired status includingethil accounts that are progressively more tHada&/s past
due or 180 days for property.

Loans and advances which are individually assessedripairment are identified on an individual basisd
classified as grades 6 or 7 when they are impaired.

This historical seven grade risk rating systeméas@ phased out and superseded by a more soptestiaad
granular methodology based on the probability dadk and loss estimates calculated in accordande thie

Basel Il Framework. This is now in use throughoutdhaup for the credit assessment of individualgngficant

customers. Within the group’s retail portfoliosskiis assessed and managed using a wide rangekadimis
pricing models, and while the quality of retail assleas been reported by reference to the groupgacierisk

rating scale described above, it will in future lzesdd on the probability of default and expected fumameters
applied to homogenous segments of retail portfoliise distribution under the Basel Il framework wbié

published at 31 December 2008.
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Other securities

(continued)

Debt securities and other bills by rating agencygihegion

The following table presents an analysis of debt &edsury bills, by rating agency designation, Hasa
Standard and Poor’'s (S&P) ratings or their equivale

At 30 June 2008

(in millions of euros) Treasury bills Debt securities Total
AAA 27,093 3,200 30,293
AA- to AA+ 11,429 932 12,361
A-to A+ 922 1,302 2,224
Lower than A- - 350 350
Unrated 60 4,437 4,497
Total 39,504 10,221 49,725
Of which issued by:
governments 39,504 - 39,504
corporates - 8,963 8,963
other - 1,258 1,258
Total 39,504 10,221 49,725
Of which :
available for sale securities 629 1,350 1,979
Held for trading 38,875 8,866 47,741
Financial assets designated at fair
value - 5 5
Total 39,504 10,221 49,725
At 30 June 2007
(in millions of euros) Treasury bills Debt securities Total
AAA 21,376 1,266 22,642
AA- to AA+ 8,591 756 9,347
A-to A+ 839 1,196 2,035
Lower than A- - 299 299
Unrated 41 2,527 2,568
Total 30,847 6,044 36,891
Of which issued by:
governments 30,847 - 30,847
corporates — 5,665 5,665
other - 379 379
Total 30,847 6,044 36,891
Of which :
available for sale 1,301 241 1,542
Held for trading 29,546 5,803 35,349
Total 30,847 6,044 36,891
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At 31 December 2007

(in millions of euros) Treasury bills Debt securities Total

AAA 20,429 1,483 21,912
AA-to AA+ 9,676 823 10,499
A- to A+ 1,223 870 2,093
Lower than A- - 31 31
Unrated 69 4561 4,630
Total 31,397 7,768 39,165

Of which issued by:

governments 31,397 - 31,397
corporates — 7,130 7,130
other — 638 638
Total 31,397 7,768 39,165
Of which :

available for sale 952 1,312 2,264
Held for trading 30,445 6,456 36,901
Total 31,397 7,768 39,165

Netting of derivatives

In accordance to the netting rules in IAS32 on faiaihassets and liabilities, the derivative failweawhich was
not netted amounted to EUR 40 billion at 30 June83@Q December 2007 : EUR 28 billion).

(in millions of euros) At 30 June 2008 At 30 June 2007 At 31 December 2007
Amount for Amount fo Amount fo
which which which
HSBC has HSBC ha HSBC ha
a legally Net tota a legally a legally
Book enforceable  credit Book enforceabl:  Net tota Book enforceabl Net tota
value right * risk  value right credit risk value right  credit risk
Derivatives 51,929 (40,022) 11,907 34,409 (17,038) 17,371 36,556 (27 ,954) 8,602

1  Against derivatives with the same counterparties.

Impairment assessment

Management regularly evaluates the adequacy oéstablished allowances for impaired loans by concgic
detailed review of the loan portfolio, comparingfpemance and delinquency statistics with histortcahds and
assessing the impact of current economic conditions

Two types of impairment allowance are in place: iilially assessed and collectively assessed whieh ar
discussed (see Note 2 f of the financial statemarttee Annual Report and Accounts 2007).
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Impaired loans
Individually impaired loans by industry sector

At 30 June 2007 At 31 December 2007

Gross loan Gross loan
Gross loans by industry Gross by industn by industn

and sector as a ¢ loans ant sector as a ¢ Gross loan sector as a ¢
advances t of total grostadvances t of total gros:and advance of total gros:

At 30 June 2008
Gross loan

(in millions of euros) customers loans customers loans to customers loans
Personal 244 26 274 23 354 28
Corporate 660 72 880 76 894 70
Financial 16 2 15 1 20 2
Total impaired loans and

advances to customers 920 100 1169 100 1268 100

Impairment allowances

When impairment losses occur, HSBC France redueesairying amount of loans and advances throughske
of an allowance account. When impairment of avadldbt-sale financial assets occurs, the carryinguam of
the asset is reduced directly.

Movement in allowance accounts for total loans anddvances

Year ended at 30 June 2008

Individually Collectively
(in millions of euros) assesse asSsSesse Total
At 1 January (644) (93) (737)
Amounts written off 30 - 30
Release of allowances no longer required 111 8 119
Charge to income statement (143) 9) (152)
Exchange and other movemehts 201 21 222
At 30 June (445) (73) (518)

Year ended at 30 June 2007

Individually Collectively
(in millions of euros) assesse asSesse Total
At 1 January (685) (87) (772)
Amounts written off 45 - 45
Release of allowances no longer required 102 3 105
Charge to income statement (122) 3) (125)
Exchange and other movements 2 - 2
At 30 June (658) (87) (745)

Year ended at 31 December 2007

Individually Collectively
(in millions of euros) assesse asSesse Total
At 1 January (685) (87) (772)
Amounts written off 92 - 92
Release of allowances no longer required 152 11 163
Charge to income statement (208) 17) (225)
Exchange and other movements 5 - 5
At 31 December (644) (93) (737)

25



HSBC FRANCE

Financial results for the first half of 2008 (continued)

Impairment allowances against loans and advances tmstomers

30 June 30 Jun 31 Decembe
(in %) 2008 2007 2007
Total impairment allowances to gross lending
individually assessed impairment allowances 1.22 1.70 1.60
collectively assessed impairment allowances 0.20 0.23 0.23
specific provision — — —
Total 1.42 1.93 1.83

1 Reclassification of the provisions of entities Heldsale into assets of disposal groups classiiedheld for sale.
2 Net of reverse repo transactions and settlemernaus.

Loan impairment charges and other credit risk provisions

30 June 30 Junt 31 Decembe
(in millions of euros) 2008 2007 2007
Individually assessed impairment allowances
New allowances 143 121 208
Release of allowances no longer required (111) (101) (152)
Recoveries of amounts previously written off (2) (4) (10)
30 16 46
Collectively assessed impairment allowances
New allowances 9 3 17
Release of allowances no longer required (8) ?3) (11)
Recoveries of amounts previously written off - - -
1 - 6
Total charge for impairment losses : 31 16 52
- banks - - -
- customers 31 16 52
Other credit risk provisions - - -
Impairment charges on debt security investmentiaile-for-sale* - 14 -
Loan impairment charges and other credit risk provisons 31 30 52
Customer charge for impairment losses as a peraofagosing gros
loans and advances 0.09% 0.06% 0.09%
Balances outstanding
Non-performing loans 920 1,169 1,268
Impairment allowances 518 745 737
Gross loans and advances 84,914 73,351 89,017
Total allowances cover as a percentage of non-perfoing loans
and advances 56.30% 63.73% 58.12%

1 At 30 June 2007, impairment charges on equity invests available-for-sale were classified in “Loampairment charges and
other credit risk provisions.
Since 31 December 2007, these impairment chargeslieen classified in “Gains less losses from fagrinvestments”.

Liquidity and funding management

The objective of HSBC France’s liquidity and fundintanagement is to ensure that all foreseeable rigndi
commitments and deposit withdrawals can be met when H8BC France maintains a diversified and stable
funding base of core retail and corporate customegosits, portfolios of highly liquid assets, déeigtruments
and certificates of deposit.

That liquidity and funding management process itefu

— monitoring balance sheet liquidity ratios againtgrnal and regulatory requirements;
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— projecting cash flows and determining the amofitiqaid assets needed to maintain balance;
— maintaining a diverse range of funding sources;

— managing the concentration and profile of deltunitzes;

— maintaining debt financing plans;

— monitoring depositors’ concentration in orderawoid undue reliance on large individual depositansl
ensure a satisfactory overall funding mix; and

— maintaining liquidity and funding contingency p$a These plans identify early indicators of sts®ditions
and describe actions to be taken in the event ffitwdties arising from systemic or other crises lghi
minimising adverse long-term implications for thesimess.

Customer demand deposits (current accounts andigsadccounts) make up a significant component ef th
Group’s overall financing that has proved stabler dlve years.

In the first half of 2008, HSBC France continued withbalanced strategy aiming to raise the ressuneeded to
develop its business activities at the lowest cost.

HSBC France is an important player in the money etarland debt capital markets. HSBC France routinely
accepts deposits, often of a short-term naturen fvanks and other institutions. In addition, theding of capital
markets activities, by repo arrangements for exampill result in funding directly in the wholesalearket.

Most of the bank’s asset base is Euro-based withettmainder mostly denominated in GBP and US dollEs.
non-euro asset base is funded through currencyndieated deposits taken from the Eurocurrency itatiekb
market, from central banks, corporate customersoémer financial institutions.

The sources of deposits, by type of institution aoedntry, are monitored in order to avoid an uncdxe
dependence on any particular institution or catggbdepositor.

HSBC France complies with the regulatory liquiditticaequirements of the Banque de France, overbgehe
French Banking Commission. Banks are required borstuquarterly returns which present the componehtke
monthly liquidity ratio for the last three monthBanks simultaneously submit a future forecast qtitlity
positions called “observation ratios”. The ratiog @erived by dividing liquid assets (which are sgbjto
discount) by liabilities (which include a proportioof customer accounts, 5 per cent of off-balanaetsh
commitments and all borrowings and subordinated detdturing within one month). Banks are required to
maintain, at all times, a ratio in excess of 100qgaemt. In the first half of 2008, the average ity ratio of
HSBC France was 111.45 per cent on an individuakbasi

HSBC France follows the HSBC Group’s policy that onadlrcurrency basis all professional deposits with
residual maturities up to 30 days, plus 5 per aéndeposit liabilities should be backed by liquisksats. This
means that, in a crisis, the Group would be abledetrits obligations as they fall due for at leaddays without
recourse to the wholesale markets. This requiremseatditional to the regulatory requirement.

Market risk management

The objective of the Group’s market risk monitorisgo manage and control market risk exposuregderato
optimise return on risk while maintaining a markebfple consistent with its status as a major providé
financial products and services.

Market risk is the risk that movements in marksk rfactors, including foreign exchange rates, ggerates,
credit spreads and equity and commodity pricesretdllice the Group’s income or the value of its pdds.

HSBC France separates exposures to market risleititer trading or non-trading positions. Tradingp@sures
include those positions arising from market-makamgl proprietary position-taking. Non-trading expesuarise
from the management of the commercial banking asset liabilities.

Both exposures are reviewed on a systematic badisebfxLCO Committees (ALCO Balance Sheet and ALCO
Market Risk) which ensure that adequate controlstexid set related policies.
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The aim is to ensure that all market risks are clidated within units which have the necessary skibils,
management and governance to professionally maswaderisks.

Organisation of permanent control of market risk

The process for allocating market limits and therkmarisk permanent control system as a whole ireav
number of people from the HSBC Group and HSBC Fraamevell as special committees, the roles of whieh a
set out below.

Traded Markets Development & Risk (TMR)-HSBC Group

The HSBC Group’s management plays an active roleefimidg and monitoring HSBC France’s market risks
through its Traded Markets Development & Risk (TMBYpartment. This department’s brief is to allocas& r
limits to the HSBC Group’s various entities throupk Global Mandate, and to check usage of thesesliffiite
Head of the TMR Department reports to the HSBC GroGpief Financial & Risk Officer.

Market Risk Management (MRM)

Market Risk Management (MRM) is responsible forselanonitoring of HSBC France’s market risks, settiak
limits for Markets ALCO and optimising the day-toydatilisation of those limits, and resolving anynit
crossings identified and reported by Product Cdnifbe Head of MRM France reports hierarchicallythe
General Secretary of Global Banking and Markets amattfonally to the Head of MRM EMEA, the HSBC
Group entity responsible for market risks in theggaphic region.

Product Control

Within HSBC France’s support functions for its lag@porate segment, Product Control teams managéieb
Head of Market Risk and Product Control calculatmtml and analyse market risk indicators and tesoh a
day-to-day basis. Their tasks also include dailsioan valuations, reserve allocation and dailyhessrecording.

Product Control forms the backbone of the indepehdgstem for regular control of the bank’s mantksks. A
special team within Product Control has the taskcafisolidating the HSBC France group’s risks and of
producing and disseminating reporting documentgeoting HSBC France’s market risks.

Derivative Models Review Group (DMRG)

Models developed by the front-office research teaencrucial in managing, valuing and assessingihs of
some derivative products. These models are vatidayean independent, specialist unit, the Derivaliladels
Review Group (DMRG). Since March 2005, the unit hasnbpart of the Global Banking and Markets Chief
Financial Officer's teams and reports to the Headafket Risk & Product Control. The Paris DMRG team
reports functionally to the Group DMRG, which itselfifss part of the TMR department.

Parameters Committee

This committee is managed by the Head of Market Bigk Product Control, and is made up of membetbhef
DMRG, Product Control, MRM and front-office repressivtes. It meets in the first two weeks of every thon
and discusses the parameters of the models uséaehyont office. Are also examined during these thiyn

meetings changes in the main market indicatorsge@mnation risk on securities and to book illigtyddrovisions

as necessary.

Markets ALCO

The Markets ALCO meets every month, and is chaisethb Deputy CEO in charge of the permanent conltsol.
role is to examine key issues relating to markeksi

Its task is to supervise market risks in a systemainner, to ensure that appropriate controlst eaisl to
approve the main rules included in the supervisistem.

The Markets ALCO consists of Senior Management,Hbads of the business segments directly concerhed, t
Head of Market Risk and Product Control, the HeadMefket Risk Management, the Global Banking and
Markets General Secretary and the Head of Balanocet Hiancial Management.

The Markets ALCO examines every month ALCO risk intbea prepared by Product Control, and analyses any
significant events that took place during the pvasi month. Any entity that generates market riskstmequest
the renewal or extension of its limits every year.
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Periodic control

Periodic control of market risks, as described &bdw carried out by Group Financial Services antbfgean
Audit (AUF), which is the HSBC Group’s unit in charge tbe periodic control of worldwide capital markets
activities.

HSBC France’s Audit Committee and Board of Directors

HSBC France’s Audit Committee and Board of Directal/fcomply with the tasks laid out by legislationda
regulations. Every HSBC France Audit Committee megitivolves the submission of market limits for apgal.

In addition, the main information relating to markésks and market risk management is presentethito
committee, enabling it to gain an overview of timire risk management system. Similarly, every H3B&nce
Board meeting involves a presentation of the maanket risk information.

Market risk assessment tools
Value at Risk

One of the principal tools used by the Group to nowraind limit market risk exposure is VaR (Value @&kR
Internal model of HSBC France is used to calculafaR.

VaR is a technique that estimates the potentiabk#sat could occur on risk positions as a reduth@vements

in market rates and prices over a specified timezbp and to a given level of confidence (for theoG,

99 per cent). HSBC France calculates VaR daily. ThB YWedel used by HSBC France, as for the Group, is
based on historical simulation.

The historical simulation model derives plausihleufe scenarios from historical market rates tiewes, taking
account of inter relationships between differentkats and rates, for example between interest ra$aaeign
exchange rates. Potential movements in marketg#doe calculated with reference to market data fitwenlast
two years. An internal model of HSBC France has bedidated again by the French Banking Commission in
2007 for capital requirements calculations. Sinarudry 2007, HSBC France has been calculating adaye-
VaR.

Although a useful guide to risk, VaR should alwaywieeved in the context of its limitations. For exaeipl

— the use of historical data as a proxy for esimgafuture events may not encompass all potentiahts,
particularly those which are extreme in nature;

— the use of a one-day holding period assumesathabsitions can be liquidated or hedged in ong dais
may not fully reflect the market risk arising ahés of severe illiquidity, when a one-day holdingqe may
be insufficient to liquidate or hedge all positido8y;

— the use of a 99 per cent confidence level, byndeih, does not take into account losses thathtin@ecur
beyond this level of confidence; and

— VaR is calculated on the basis of exposures oustg at the close of business and therefore doés n
necessarily reflect intra-day exposures.

HSBC France recognises these limitations by suppidnee its VaR limits by sensitivity limit structures
Additionally, stress testing scenarios are applibdth on individual portfolios and on HSBC France’s
consolidated positions. Stress scenarios are dkfigea group of specialists in Paris (market Headsfrollers)

in accordance with Group rules and practices.

VaR captures the traditional risk factors directbgervable on a daily basis, such as exchange nateest rates,
equity prices, etc., but does not take accounbtéitial changes in more exotic factors such atagions, basis
risk, return to mean parameters, future dividengeetations, etc. Therefore, since 31 December 2d8BC
France also calculates an additional VaR measuledc&faR Add-On" in respect of these exotic risk ¢ast

The one-day VaR on market exposures, taking intowdcboth market trading and structural interest resk,
amounted to:
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One-day VaR

(in millions of euros) without Add-On perimeter AOd VaR

At 30 June 2008.........cccovviivieiiiiiie e 11.04 4.9

At 31 December 2007 ........ccocveeiivieiiviecens 9.53 3.8

One-day VaR without Add-On perimeter Add-On VaR

(in millions of euros) Average  Minimum Maximum A Minimum Maximum
2008....ccciiiiiieeieee 9.3 6.1 16.6 4.2 3.9 55
2007 oo 7.6 4.9 13.6 - - -

Back testing

The model is back-tested by taking 99 per cent;dmeVaR figures and comparing them with daily prorfa
results determined from changes in market pricesrasg constant positions. Back-testing is caroet on a
D+2 basis by business area and for all of the HSB@d& group’s market positions.

It allows the model to be validated, ensuring thet tecorded result, in absolute terms, is lower ttren
calculated one day-VaR in 99 per cent of cases.

Pro forma back testing July 2007-June 2008
(in millions of euros)

Pro forma Back-Testing July 2007 - June 2008)
(in millions of euros)
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Fair value and price verification control

Where certain financial instruments are carriedl@enGroup’s balance sheet at fair values, it isGheup policy
that the valuation and the related price verifmatprocesses are subject to independent testingsatte Group.
Financial instruments which are accounted for omiavalue basis include assets held in the tragiogfolio,
financial instruments designated at fair valuejgattions related to securities sold short, all wive financial
instruments and available-for-sale securities.

The determination of fair values is therefore anfigant element in the reporting of the Group’s GlbMarkets
activities.

All significant valuation policies, and any changleereto, must be approved by senior finance manegerihe
Group’s governance of financial reporting requirkattFinancial Control Departments across the Groep ar
independent of the risk-taking businesses, with Fmance functions having ultimate responsibility the
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determination of fair values included in the finmhstatements, and for ensuring that the Grouplgips and
relevant accounting standards are adhered to.

Trading

Market risk in trading portfolios is monitored amdntrolled at both portfolio and position levelsings a
complementary set of techniques, such as VaR amkmrevalue of a basis point, together with strest an
sensitivity testing and concentration limits. Thégehniques quantify the impact on capital of dedirmarket
movements.

Other controls include restricting individual opésas to trading within a list of permissible instrents
authorised by Traded Markets Development and Ris#,emforcing rigorous new product approval proceslure
In particular, trading in the more complex derivatproducts is concentrated with appropriate levélgroduct
expertise and robust control systems.

HSBC France’s policy on hedging is to manage ecoaaisk in the most appropriate way without regardaas
whether hedge accounting is available, within limggarding the potential volatility of reported eags.
Trading VaR is further analysed below by risk type positions taken with trading intent and by paosis taken
without trading intent (not significant for HSBC Fram):

Total trading VaR by risk type

Foreign Interest rate

(in millions of euros) exchange trading Equity dlot
At 30 June 2008........ccceevvevveeeens 0.31 13.60 6.31 12.62
At 31 December 2007 .........cccee.e. 0.40 10.56 .945 10.70
Average

12.19 3.81 9.83
8.27 2.96 8.04
7.53 2.10 6.71
4.40 0.74 4.96

2008....ccccieieiiiieeeeeee 0.61 24.74 6.31 17.05
2007 . 0.66 12.46 6.54 13.70

Positions taken with trading intent — VaR by risk type

Foreign Interest rate

(in millions of euros) exchange trading Equity Tota
At 30 June 2008..........ccccvveennenn. 0.31 13.22 6.31 9.51
At 31 December 2007 .........cceee.. 0.40 8.47 945. 8.15
Average
10.61 3.81 7.12

7.42 2.96 6.46

5.89 2.10 6.71

4.38 0.74 4.87
2008.....ceiiiiieie e 0.61 22.45 6.31 13.37
2007 i 0.66 12.38 6.54 10.08
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Positions taken without trading intent — VaR by risktype

Foreign Interest rate

(in millions of euros) exchange trading Equity dlot
At 30 June 2008........cccccvveernunenn. - 3.10 - 3.10
At 31 December 2007 .................. - 2.55 - 52.5
Average
2008.....eeeeeeiiiee e - 2.71 - 2.71
2007 e - 1.58 - 1.58
Minimum
2008.....eeeeeeiiiiee e - 0.00 - 0.00
2007 e - 0.09 - 0.09
Maximum
2008... . - 3.68 - 3.68
2007 e - 3.61 - 3.61

Capital adequacy reporting

Internal model allows the daily calculation of ValaieRisk for all positions. It has been approvedhsy French
Banking Commission for regulatory capital adequaaiculations. At 30 June 2008, it covered almostoéll
market risks within HSBC France. Risks not coveredhgyinternal model are measured using the staiseard

approach devised by the Bank of International &mitints and transposed into French law by CRBF régula
95-02.

Capital requirements with respect to market rislkeskdown as follows (in millions of euros):

30 June 2008 31 December 2007

BRI CAD BRI CAD
Internal Model (*): .vveveeeeeeiiiier e 159.6 159.6 92.0 92.0
Foreign exchange risk ..........cccccceeeiiiiennne 3.4 34 5.4 5.4
General interest rate risk.........cc...c.ooveee. 204.6 204.6 91.6 91.6
General equities risK..........cccccveeeeeirinnes 65.6 65.6 39.2 39.2
Netting effet .....coovevecieee e, (113.9) (113.9) (44.2) (44.2)

(*) including the Add-On perimeter

Standards methods............cccccoeviiiiiiiinennn. 102.1 102.1 87.1 87.1
Foreign exchange risk ..........ccccccceeeeeiienee 0.05 0.05 0.15 0.15
General interest rate risk.........ccccccoovveeenne 0.04 0.03 0.11 0.08
Specific interest rate risK..............cccocemne. 88.10 88.10 75.68 75.68
General equities risk .........cccveveeeeeiiienns 0.00 0.00 0.00 0.00
Specific equities risk ........cccveeieeeiiiiieens 13.99 13.99 11.19 11.19
TOtal o 261.7 261.7 179.1 179.1

Structural interest rate management

The main objective of structural rate risk manageini®e to suppress the sensitivity of the net irgeirecome to

market rates, by managing the fixed interest rafe @mbalance between expected flows of current assel
expected cash flows of liabilities)

Structural interest rate risk arises mainly frora thariations in differences between future retunmassets and
future costs of liabilities stemming from variat®im interest rates. Analysis of this risk is compbeving to the
necessity of making assumptions on such thingscasowers’ options to pay off property loans earlyda
depositors’ behaviour with regard to balances tlyatdntract are withdrawable on demand, as currerdusnts.
When necessary, the observed characteristics @ifférom contractual characteristics are evalusdatetermine
the actual underlying interest rate risk associatét the product. ALCO Balance Sheet regularly masitall
such behavioural assumptions and interest ratepdskions.
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In order to manage this risk optimally, market risknon-trading activities is measured and managedrally by
the Balance Sheet Financial Management Departni28FB) which defines the rules to transfer this riek t
Global Markets. The transfer of the net interestosxpe to dedicated trading books managed by Glolaakéis
is achieved by a series of internal deals (cagwap) between the business units and these tradoig bo

The net exposure is managed through the use ofadiegs to reverse the risk to the market.

A principal management tool for this non-trading<ris the control of the sensitivity of projectedt reterest
income under varying interest rate scenarios. biitaa, following simulation work carried out to cqhy with
Basel Il pillar Il requirements on the Economic @k Equity, HSBC France also measures monthlyrtipact
on equity of an across-the-board rise or fall d .

Structural foreign exchange exposure

Foreign exchange trading positions arising fromkivay operations are systematically transferrechtoTrading
Desk, which manages exchange rate risk accordirgetbniits set by and ALCO Balance Sheet.

There is also an exchange rate risk on equity duiestments in foreign currency that are not leedby
financing in foreign currency. This exposure, whishcalled “structural”, corresponds to net investisein
subsidiaries, branches and associates for whichutweis not the functional currency.

HSBC France’s investments in foreign subsidiariessanall in amount. The structural foreign exchageg@osure
is mainly linked to these subsidiaries’ profitsaiaed in reserves. This exposure and the sengitdfitcapital
ratios to variation in exchange rates is monitdrgénd ALCO Balance Sheet.

Analysis of Asset Backed Securities

The table above shows the group’s market risk expasuasset backed securities.

Asset Backed Securities 30 June 2008
CDS Net

Gross gros: Principal Carrying
(in millions of euros) principal 2 protection® exposure’ amount®
- High gradé 468 - 468 445
-rated Cto A 40 - 40 35
- not publicly rated 15 - 15 13
Total asset backed securities 523 - 523 493

30 June 2008

Fair value

Unrealisec Realisec movement

gains and losses  gains anc through

(in millions of euros) 6 losseg Impairment® equity®
- High gradé (24) - - (22)
-rated Cto A (5) - - (5)
- not publicly rated (2 - - 2
Total asset backed securities (31) - - (29)

1 High grade assets rated AA or AAA.

2 The gross principal is the redemption amount ortunitg or, in the case of an amortising instrumetfite sum of the future
redemption amounts through the residual life ofgbeurity.

3 A CDS is a credit default swap. CDS protection gipal is the gross principal of the underlying inshent that is protected by
CDSs.

33



HSBC FRANCE

Financial results for the first half of 2008 (continued)

4  Net principal exposure is the gross principal amoofassets that are not protected by CDSs. Iuithes assets that benefit from
monoline protection, except where this protectmpurchased with a CDS.

5  Carrying amount of the net principal exposure.

6 Unrealised gains and losses on the net principglosyre (see footnote 4) recognised during the hedr in the income
statement as a result of changes in the fair valuthe asset, adjusted for the cumulative amoumttapisfers to realised gains
and losses as a result of the disposal of assets.

7 Realised gains and losses on the net principal ex@o(see footnote 4) recognised during the half yrethe income statement
as a result of the disposal of assets.

8 Impairment losses recognised in the income statemeaspect of the net principal amount (see fotd#rd) of available-for-sale
and held-to-maturity assets.

9  Fair value gains and losses on the net principgasure (see footnote 4) recognised in equity dutfieghalf year as a result the
changes in the fair value of available-for-sale eiss adjusted for transfers from the available-$ate reserve to the income
statement as a result of impairment, and adjustedrénsfers to realised gains and losses followtimg disposal of assets.

Risk cover and regulatory ratios
Large exposures
The HSBC France group complies with the French Bap&iommission’s rules, which require the following:

— exposure to a group of clients deemed to havealee beneficial owner is limited to 20 per cemetf capital
if the beneficial owner is investment grade and ébgent if non-investment grade;

— the aggregate of individual exposures exceedihget cent of net capital is limited to eight tinmet capital.
Eleven groups had individual exposures exceedinget@ent of net capital at 30 June 2008.

Loan loss provisions

At 30 June 2008, loan loss provisions represente805&er cent of the HSBC France group’s total daulathd
non-performing exposure.

Liquidity ratio

The HSBC France group’s regulatory ratios reflestgbod liquidity risk cover. The regulatory liquigiratio,
which measures the potential one-month liquidity, gageraged 111.45 per cent in the first half of 200 an
individual basis.

Basel Il international solvency ratio

The HSBC France group’s Basel Il international sebyeratio was 9.2 per cent at 30 June 2008, compaitach
minimum requirement of 8 per cent. The group’s Tiarapital ratio was 8.7 per cent compared with armim
requirement of 4 per cent.

Under the Basel Il definitions, total HSBC Franceugraapital amounted to EUR 5 billion at 30 June 2@38
which EUR 4.67 billion was Tier 1 capital.

The corresponding risk-weighted assets totalled EBR Billion, broken down as follows:

(in billions of euros)

Credit risks, not including trading book .....cceeceeeeeiiiiiiiiiiiiiiiieeeee, 46.0
Trading book Credit FSKS .........ooooiiiiimm e 23.
MArKEt FISKS ..o 4.7

Special Purpose Entities

The group enters into certain transactions withamsts in the ordinary course of business which irevahe
establishment of Special Purpose Entities (SPEsesaf which have been included in the group’s cadatdd
balance sheet.

Where transactions involve the use of SPEs theeeaathorised centrally upon establishment to ensure
appropriate purpose and governance. The actifi€3PEs administered by the group are closely rocedt by
Senior Management. The use of SPEs is not a gignifipart of the group’s activities and the groaipat reliant

on the use of SPEs for any material part of itSr®ss operations or profitability.
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Vehicles sponsored by the group

The group re-assesses the required consolidatmyuating tests whenever there is a change in thetaute of a
relationship between the group and an SPE for examyhen there is a change in the group’s involvenoent
there is a change in the governing rules, contehetrangements or capital structure of the SPE.

Money market funds

The group has established and manages a numbesreyrmarket funds which provide customers with taijo
investment opportunities. These funds have narradvweell-defined objectives and typically the groupegaot
aim to have any holdings in the SPEs of sufficisize to represent the majority of the risks and rdwaf
ownership.

Since July 2007, French dynamic money market fured& experienced high redemption requests causéteby
investors’ lack of confidence in funds which couafthtain exposure to subprime assets.

From the third quarter of 2007, the group acquinederlying assets and shares in two of its dynamicewy
market funds, HSBC EOTOP and HSBC Dynamic Cash; no exdéional shares were acquired by the group
during the first half of 2008. As a result of contéd redemptions by unit holders in the periodGal@ne 2008,
the group’s holding in the two funds increased leval where it obtained the majority of the risksl@awards of
ownership during the first quarter of 2008. TheselBiwere consolidated by the group at 30 June 2008.

Asset finance transactions

HSBC France’s Asset and Structured Finance (ASF) bssispecialises in leasing and arranging finance fo
aircraft and other physical assets, which it is @wstry to ring-fence through the use of SPEs, arstrirctured
loans and deposits where SPEs introduce cost eftigie. HSBC France consolidates these SPEs where the
substance of the relationship indicates that HSB®¢& controls the SPE.

11 Accounting principles and treatment of the Regionlabanks in the financial statements at 30 June 2008

The seven regional banking subsidiaries are cateselil in the financial statements at 30 June 2008.
accordance with IFRS 5, the assets and liabilitfethese subsidiaries are classified and measusgzbcévely
under “Assets of disposal groups classified as f@ldale” and “Liabilities of disposal groups clédiesl as held
for sale” from the date of the announcement ofdisposal of the seven regional banking subsidigfielslarch
2008).

In addition, the profit before tax generated bysthenits from 1 March 2008 onwards was reclassifigdet
“Other operating income”. The profit generated dgrihe first two months is left under the originaldiitems.
The consolidated profit before tax of the severiomg banking subsidiaries stands at EUR 29 milfionthe
period from March to June 2008
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12 Equity
30 June 2008
Othar rosarves
Avatlable- Achanal
forsale  Cosh flow Foreign  going/{losses) Total share-
Cilledup share Share Fetgined  fairvalue hedgng  exchonge  ondefined  Shawe-based Asociates and holders’ Minonky

n millions of eutos capibal premau AR Tosenve resemve reseve  bengfiiplans paymentrosene  otnbvenbures eguily wberesk Tokal equiby
4t 1 January 2008 380 1,191 m 21 (117 ] 117 4 5064 1 5005
Hew share capital sohsertbed, net of
costs
Profit for the year attnlutable o
shareholders 388 388 388
Dividends to sharehalders of the parent
Company
hetnanial gains/{losses) an defined
benefit plans 4 4 4
Far vabie zams/{losses) taken to equty

(67 (33 (100 (100

Lmonts transferred to the mcome
statement (110) 24 (139 (139
Share-hased payment 9 9 9
T on ttems taken duectly to or
transferred from equty 18 20 1 50 50
Frofit attrimtable to munanty mterests
Dividends to munanty mterests 0 0
Exchange differences 0 0 0
Otter () (1) 2 2
A30 June 2008 380 1,191 3660 7 (154) (1) 3 126 4 5280 0 530
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(in mullions of ewros)

bt 1 Jamary 2007

Hew shave capital shserhed, net of
costs

Profit for the year attubnutable to
shareholders

Dividends to shareholders of the parent
company

Letarial gainsllosses) on defined
benefit plans

Farr vahue gamsi{losses) taken to equty

Amounts transfened to the meome
staterment

Share-hased payment

Tax omitems taken divectly to o
transferred from equty

Profit attrintable to mmonty mberests

Dividends to mumonty mbsrests
Exchange differences

ERISA revabuation

Other

4t 30 hme 2007

(continued)

30 Fane 2007
(hher veserves
Mvatlable- Aetuarial
Nt profit of Jor-sale Cash flow Forsign  pains/{losses)
Called up share Share Retaied  discontinued Jair value hedgmg  exchonge ondefined  Share-hased  Asociates and FRISA  Iotal share- Minorily

capital pramium amings operations YesEne YesEE vesene  bengftplons poymentresewve  jommtventwes  Acquisifion holdens” equiy merests Towal equiy
m 1,164 3165 9 (74 4 it 102 3,406 19 5,425
1 1
79 14 13 fk]
(@07 ty Ly
12 11 11
8 (124 (36) (36)
(40) 3 Gy @0
10 10 10
9 2 o) % 4
i 1
il 82 al
6 @ 1 @ (00 % )] U]
m 1,170 i 14 11 (133 4 7 o 1 181 4938 k) 5020
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(continued)

(i reallions of euros)

Akt 1 Jamary 2007

Hewr share capital sbserbed, net of
costs

Profit for the year athrlutable o
shareholders

Dividends to shareholdess of the parent
company

hetanal gamsilosses) on defined
henefit plans

Fair vahie gamsi(losses) taken to equty

Aments transfrred to the income
statement

Share-based payment

T on ttems taken divectly to or
transfirzed from equty

Profit attrbutahle to minonty mterests

Dividends to minonty mierests
Exchange differences

ERISA revabiation

Other

4t 31 Dacermber 2007

31 Decerber 2007
ther reserves
Hvailable- Actuarial
Net profit af for-sals Cash flow Foreign  gainif{losses)
Called up share Share Fetamed  discontinued fair value hedging exchange on defined Share-based  Associates and ERISA  Tosal share- IMinoviy
capital premium earmings operations reserve reserve veseve  bengfitplons  poymentreserve  Jomtventmwres  Aoquiion holders” equip mtgrests Total equip
T 1,164 3,165 3 (T4 4 it 102 5,406 19 3445
i il 3 11 M
929 43 | a75 7s
(1,038) 1,038 1,038
9 9 ]
] (&1 33 3B
(422) @ (&3) (%)
11 11 1
13 4 ] 34 M
2 2
@ @ 4
&l al a2
b (10 3 () 18 (%9 9 16 (0 15
380 1,191 3044 43 A1 (17 ] 117 4 181 5064 il 3095

38



HSBC FRANCE

Financial results for the first half of 2008 (continued)

13 Contingent liabilities

The 2010 development plan for French retail bankiogtains new organisational structures, including t
streamlining of support and administrative funcgiphearing in mind that the plan will be implememéthout
any compulsory redundancies and involves an eatigement plan and internal mobility.

Since the conditions required by IAS 37 have nohbmenpletely satisfied, no provision was accountedaf 30

June 2008 to cover this plan. The contingent ligbik estimated at between EUR 50 million and EUR 70
million.

14 Contingent liabilities and contractual commitmens

a Contingent liabilities and commitments

30 June 30 June 31 December
(in millions of euros) 2008 2007 2007
Contract amounts
Contingent liabilities
Acceptances and endorsements - - -
Guarantees and assets pledged as collateral gecurit 7,537 6,360 6,779
Other contingent liabilities 96 72 94
7,633 6,432 6,873

Commitments
Documentary credits and short-term trade-relatastictions 356 292 328
Undrawn note issuing and revolving underwritinglfaes 25 27 26
Undrawn formal stand-by facilities, credit linedasther
commitments to lend:
— 1 year and under 9,573 4,522 5,363
—over 1 year 13,416 13,244 14,609

23,370 18,085 20,326

The above table discloses the nominal principal Wt of third party off-balance sheet transactions.
Contractual amounts represent the amounts athisild contracts be fully drawn upon and clients diéfa

The total of the contractual amounts is not repregve of future liquidity requirements.

b  Guarantees
The group provides guarantees and similar undexgakon behalf of both third party customers anctioth
entities within the group. These guarantees generally provided in the normal course thé
Group’s banking business. The principal types ofrgiiges provided, and the maximum potential amount
of future payments which the Group could be requicechake at the period were as follows :

30 June 30 Jun 31 Decembe
(in millions of euros) 2008 2007 2007
Guarantee type
Acceptances and endorseménts - - -
Financial guaranteés 318 24 18
Stand-by letters of credit which are financial gudees 1,287 1,196 1,115
Other direct credit substitutés 231 185 268
Performance bonds 1,460 1,360 1,481
Bid bonds® 149 127 142
Standby letters of credit related to particulansections 59 26 50
Other transaction-related guarantgés 4,033 3,442 3,705
Other items 96 72 94
TOTAL 7,633 6,432 6,873
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1 Acceptances and endorsements arise when the gigrgesato guarantee payment on a negotiable instntiitieawn up by a
customer. The accepted instrument is then soldth@anarket on a discounted basis. From 1 Janu@fis2acceptances and
endorsements are recognised on-balance sheet ineiGissets” and “Other liabilities” as a result ¢fie adoption of IAS 32.

2 Financial guarantees include undertakings to flitfie obligations of customers or group entitiesudt the obligated party fail
to do so.

3 Stand-by letters of credit which are financial gaatees are irrevocable obligations on the part &€ France to pay a third
party when a customer fails to meet a commitment.

4 Other direct credit substitutes include re-insuraretters of credit and trade-related letters oédit issued without provision
for the issuing entity to retain title to the uniyémg shipment.

5  Performance bonds, bid bonds, stand-by letterseditand other transaction-related guarantees arglertakings by which
the requirement to make payment under the guarasteends on the outcome of a future event whicimgennected to the
creditworthiness of the customer.

6 Including guarantees by the group in favour of otHEBC Group entities: 2008 EUR 1 066 million (Deter 2007: EUR 175
million and June 2007: EUR 124 million).

The amountsdisclosedin the above table reflect the groups maximumexposue undera large numberof
individual guamntee undertakings.The risks and exposues arising from guamanteesare cgptured and
manaedin accordancevith the groups overall creditrisk managiementpoliciesandprocedues

The majority of the above guarantees have a termaf than one year. Those guarantees are subjéue t
groups anrual creditreview process

When the group gives a gualnteeon behalfof a customerit retainsthe right to recover from tha
customemmountspaidunderthe guaantee

Provisions in respect of the group’s obligations uther outstanding guarantees

30 June 30 Jun 31 Decembe
(in millions of euroy 2008 2007 2007
Acceptances and endorsements - - -
Other items 3 12 7

15 Segment analysis

HSBC France mainly operates in France. HSBC Frangeages its business through the following customer
groups: Personal Financial Services (including lasce), Commercial Banking, Global Banking and Mexke
Private Banking. Impacts of the acquisition of Brisnd Erisa IARD in 2007 are the main items incluged
"Other".

HSBC France’s operations include a number of supgentices and head office functions. The costhe$d
functions are allocated to business lines, whaeedppropriate, on a systematic and consisterisg.bas

Half year Full year
30 June 30 Jun 31 Decembe
(in millions of euros) 2008 2007 2007
Total Operating Income Before Loan Impairment Charges
Personal Financial Services 439 475 957
Commercial Banking 349 356 715
Global Banking and Markets 635 654 1,131
Private Banking 46 53 107
Other (4) 13 14
Total France 1,465 1,551 2,924
Perimeter differences (101) 239 165
Total Legal 1,364 1,790 3,089
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Half year Full year
30 June 30 Jun 31 Decembe
(in millions of euros) 2008 2007 2007
Profit before Tax
Personal Financial Services (including Insurance) 82 73 130
Commercial Banking 105 90 148
Global Banking and Markets 331 355 530
Private Banking 9 7 18
Other (5) 76 79
Total France - before goodwill impairment 522 601 905
Goodwill impairment - - -
Total France 522 601 905
Perimeter differences ( including disposal groups) (72) 187 146
Total Legal 450 788 1,051
Total Assets
Personal Financial Services 7,339 32,366 15,812
Commercial Banking 14,867 12,990 15,325
Global Banking and Markets 201,148 138,467 165,865
Private Banking 1,086 1,029 1,181
Other (285) 455 444
224 155 185 307 198 627
Capital expenditure incurred on property, plant and
equipment
Personal Financial Services 17 7 27
Commercial Banking 11 5 21
Global Banking and Markets 11 21 13
Private Banking - - -
Other - - -
39 33 61
Capital expenditure incurred on intangibles
(including goodwill)
Personal Financial Services 1 2 5
Commercial Banking 1 1 4
Global Banking and Markets 11 7 8
Private Banking - - -
Other - - -
13 10 17
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16 Transactions with other related parties

The HSBC France group holds no significant intergséssociates and joint ventures.

Transactions with other related parties of the Groyg

Balance a Balance ¢ Balance &
(in millions of euros) 30 June 2008 30 June 200731 December 2007

Assets
Trading assets 5,108 4,715 3,457
Derivatives 16,787 9,699 11,343
Loans and advances to banks 6,502 1,176 6,037
Loans and advances to customers 397 - 41
Financial investments 272 - 129
Other assets 2,019 1,264 2,335
Prepayments and accrued income 87 9 98
Liabilities
Deposits by banks 20,843 9,915 31,372
Customer accounts 275 473 589
Trading liabilities 3,962 1,915 2,962
Derivatives 16,598 10,604 12,426
Other liabilities 1,010 164 275
Accruals and deferred income 158 63 101
Subordinated liabilities 150 650 150

Half year Full year

30 June 30 Jun 31 December
2008 2007 2007

Income Statement
Interest Incomé 257 93 301
Interest expense 526 250 737
Fee income 78 9 145
Fee expense 76 57 117
Gains less losses from financial investments - 60 60
Other operating income 1 1 2
Dividend income - - -
General and administrative expenses 23 25 40

1 InJune 2008, including interests on tradirgpets and trading liabilities: EUR 80 million (Dexker 2007: EUR 115 million).

17 Litigation

As at 30 June 2008 there is no litigation or arbiraproceedings likely to have a material impactHSBC
France’s financial position, its activities anduks, or consequently on the HSBC France group.
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18 Events after the balance sheet date

On 2 July 2008, HSBC France completed the sale oférsérench regional banking subsidiaries to Banque
Fédérale des Banques Populaires (BFBP) for EUR iidnb following an announcement by senior manageme
on 29 February and signature of a share purchaseragnt on 26 May. The group's profit on sale leefax was
around EUR 1.5 billion which will be recognised in $erond half of 2008. At 30 June the aggregate &sisets
attributable to these French regional banking sliéses were EUR 6.5 billion, and they generatedpnefits after

tax of EUR 62 million for the six months ended 30&2008.

19 Investments

The table below shows the changes, since the fitsi/aar of 2008, in the legal perimeter publishadhe 2007

Annual Report.

Consolidation

HSBC France group
interest

30 Juni31 December

Consolidated companies Country  method (*) Main line of business 2008 2007
Additions :

HSBC Dynamic Cash France FC Financial company 55.74% -
HSBC Eotop France FC Financial company 78.80% -
Sinopia global equities France FC Financial company 57.90% -
Disposals :

Moderato 85 France FC Financial company - 70.00%
Moderato 95 France FC Financial company - 89.00%
SGF Allegro France FC Financial company - 91.00%
HSBC Horizon 2007 France FC Financial company - 81.00%
Vernet Rendement 22 France FC Financial company - 100.00%
Vernet Rendement 37 France FC Financial company - 100.00%
Liquidations :

HSBC Paris Immo Buro (SCPI) France FC Holding camgpa - 100.00%
SCI Triangle d'Or France FC Holding company - 100.00%
Société Immobiliere Provence Cote

d'Azur France FC Holding company - 100.00%
SNC Neuilly I'écrin France FC Holding company - 100.00%
Deconsolidations :

MOABI France FC Financial company - 100.00%
SNCB/M6 - 2008 A (ex Losange

Immobilier) France FC Financial company - 100.00%
Changes of name :

HSBC Covered Bonds (France) (ex

Hervet Participations) France FC Investment Company 99.80% 99.80%
HSBC Global Asset Management F

(France) (ex HSBC Investments FCP

(France)) France FC Financial company 100.00% 100.00%
HSBC Global Asset Management

(France) (ex HSBC Investments

(France)) France FC Asset Management 100.00%100.00%
SNCB/M6 - 2008 A (ex Losange

Immobilier) France FC Financial company - 100.00%

(*) FC = Full Consolidation
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3. Report of the Statutory Auditors on the interim financial information at 30
June 2008

For the six month period ended 30 June 2008
To the Shareholders,

Following our appointment as statutory auditorsybyr Annual General Meetings and in accordance
with article L.232-7 of the French Commercial Ld€¢de de commerce”) and article L. 451-1-2 1lI
of the French Monetary and Financial Law (“Code Btaire et financier”), we hereby report to you
on:

» the review of the accompanying condensed half-geasolidated financial statements of 2008 for
the six-month period ended 30 June 2008,

« the verification of the information contained irethalf-year management report.

These condensed half-year consolidated financeéstents are the responsibility of the Board of
Directors. Our role is to express a conclusionh@sé financial statements based on our review.

|. Conclusion on the financial statements

We conducted our review in accordance with protessdistandards applicable in France. A review of
interim financial information consists of makingquiries, primarily of persons responsible for
financial and accounting matters, and applying ital and other review procedures. A review is
substantially less in scope than an audit conduate@dccordance with professional standards
applicable in France and consequently does notlensbto obtain assurance that we would become
aware of all significant matters that might be iifgad in an audit. Accordingly, we do not express
audit opinion.

Based on our review, nothing has come to our atienthat causes us to believe that the
accompanying condensed half-year consolidated dinhstatements are not prepared in all material
respects in accordance with IAS 34 — the standatbeolFRSs as adopted by the European Union
applicable to interim financial information.

II. Specific verification

We have also verified the information given in thef-year management report on the condensed
half-year consolidated financial statements suldjecur review. We have no matters to report as to
its fair presentation and consistency with the emseéd half-year consolidated financial statements.

Paris LaDéfense, on the 28 August 2008 Paris, on the 28 August 2008

KPMG Audit Léger & Associés
A division of KPMG SA

Fabrice Odent Michel Léger
Partner Partner
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Events subsequent to the filing of the Reference Doment

Excerpt from the press release of 27 June 2008: HEBFrance 2010 development plah

Following the decision announced earlier this yiasell its seven regional banks to Banque
Fédérale des Banques Populaires, HSBC Francernesiffis commitment in the development of
its retail banking in France, through the presémtatoday, of its ‘Développement 2010’ business
plan.

This plan, which provides continuity with the Segic Plan unveiled in early 2005, implements
the HSBC Group’s strategy in mature countries, thabd say concentrating on the strategic core
segments of customers with a strong internatiooahectivity.

Thanks to very important financial and human invesits and to the adoption of new
management principles, HSBC France will increaseb#nking and technological capacities,
accelerate its growth and deliver superior perfartea The combined impact of the plan and
associated investment should lead to improved filmduperformance in retail banking, within the
Group’s benchmark range ROE of 15-19 per cent thvecycle.

Since the implementation of the last strategic plar2005, the Global Banking and Markets,
Global Asset Management, Insurance and Private iBgmvisions of the HSBC Group in France
have already delivered improved results, demorisgrdhe effectiveness of the Group's strategy.

In retail banking, HSBC France is enjoying strongibhess momentum, which in 2007 led to an

acceleration of the market share gains in its castomer segments (net growth of the client base

in 2007: +4.4 per cent for personal customers d@hger cent for commercial banking customers).

By leveraging its ever-growing brand awarenessesitie November 2005 rebranding and its

successful migration to the HSBC IT platform in @atr 2007, HSBC France intends to capitalise

on the Group’s positioning as a first class inteamal bank and its financial robustness to
increase market share in target segments and segjoR010.

The new main organisational changes are:

— specialisation of the distribution network to re@se expertise and to further improve
customer service, by creating dedicated outletsetwice core customer segments alongside
the branch network:

- 10 Corporate Banking Centres for companies véatienue of more than EUR 30 million
- 50 Business Banking Centres for SMEs
- 30 HSBC Premier Centres and HSBC Premier fagglith more than 70 locations

Following these changes, HSBC retail network innEeawill comprise 430 points of sale in
350 locations throughout France;

— a retail banking management structure based wjp@ct management by the Heads of
Personal Financial Services and Commercial Ban&iribeir respective customer bases;

— developing a range of 'direct’ banking and fimanmoducts and services;
— streamlining support and administrative functiath no forced departures.

In terms of investment, EUR 350 million will be paarked for integrating systems, significantly
developing alternative banking channels, renovaing specialising the branch network and
improving the expertise of commercial staff.

The implementation of this plan, which was preseritethe Central Works Council on 27 June
2008, is subject to consultation with employee espntative bodies.

This presentation may contain certain forward-limgkstatements about the financial position, resoftoperations and
business of the HSBC Group. These forward-lookinteistants represent the Group's objectives and abgesuto

known and unknown risks and uncertainties. Respiformance and actual events may differ materifithyn those
referred to or implied in the forward-looking statents.
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Events subsequent to 30 June 2008

New products and services are offered to custoofettse HSBC Group in France on a regular basis.
Information is available on the group’s websites, particular in the press releases posted at
www.hsbc.fr.

There has been no material deterioration or chamgée financial position or outlook of HSBC
France or its subsidiaries since 30 June 2008, afdafee most recent published financial statements
reviewed by the auditors.

The main events that have occurred since 30 Jubg &@ the following:

The HSBC Group and Banque Fédérale des Banques Pdpites complete sale of HSBC
France seven French regional banks

On 2 July 2008 HSBC France and Banque FédéralBaegues Populaires completed the sale of
HSBC's seven regional banks to Groupe Banques Bivps!

The banks are Société Marseillaise de Crédit, BamtpuSavoie, Banque Chaix, Banque Marze,
Banque Dupuy, de Parseval, Banque Pelletier andit@®émmercial du Sud Ouest.

HSBC France and the Banque Populaire Group entered exclusive negotiations on 29
February, after HSBC France received a firm offeEOR 2,100 million from Banque Fédérale
des Banques Populaires for its seven regional banks

The deal forms part of the HSBC Group's strategyeirsonal financial services, which is to focus
on the emerging markets and, in the mature markaisactivities providing international
connectivity across the Group's unique networkdit@untries and territories.

The regional banks' place within the Banque Populaé Group
Development that respects brand names

The business plan is based on preserving the tdemtd brand names of the seven regional banks
within the Banque Populaire Group's decentralisedeh

The executive managers and employees of the BaAgpalaire Regional Banks and the seven
HSBC France regional banks are co-operating agtieeinake this project a success.

With 2,950 employees in 400 branches serving 42bj@fail customers and 62,000 business
customers, the regional banks will be able to spgedheir development by drawing on the
Banque Populaire Group's products, services arah@ation.

In 2007, the Regional Banks generated total operatingnecof EUR 440 million and net
income of EUR 100 million. At 31 December 260%hareholders' equity stood at EUR 564
million and total assets at EUR 8,380 million.

A holding structure that respects their regional rats

The regional banks are acquired by Banque FéddesleBanques Populaires, which will retain
100 per cent of Société Marseillaise de Crédit.

A 51 per cent stake will be sold shortly after d@sijion to the relevant regional bank of the
Banques Populaires Group: Banque Populaire ProlemtaCorse for Banque Chaix; Banque
Populaire du Sud-Ouest for Crédit Commercial du-Sudst and Banque Pelletier; Banque
Populaire des Alpes for Banque de Savoie; and Bammqpulaire du Sud for Banque Dupuy, de
Parseval and Banque Marze.

1 Aggregated financial information for 2007 under EPefore adjustment for the sale of nine brancHeSarziété

Marseillaise de Crédit to HSBC France.
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« HSBC France unites all of its retail banks within asingle legal entity: HSBC France (press
release dated 31 July 2008)

On 31 July 2008, HSBC France merged with four sfsiibsidiaries - HSBC Hervet, HSBC de
Baecque Beau, HSBC UBP and HSBC Picardie - to fosimmgle legal entity, HSBC France.

These four mergers are in keeping with HSBC Franstategic development plan, following the
adoption of the HSBC brand by all five banks in Rimber 2005.

They mark a new phase in the integration of rdsaitking activities into the HSBC Group in
France. The final phase of this plan will consiSthee migration process towards HUB (HSBC
Universal Banking), the HSBC Group’s banking ITtsys.

Through these mergers, HSBC France will strengifisepperational and marketing efficiency and
simplify its organisation. The mergers were autsentiby theComité des Etablissements de Crédit
et des Entreprises d'Investissemdg@ECEI) on 8 July 2008 and approved by the General
Shareholder Meetings held on 31 July 2008.

« Appointment of a new Director

The General Meeting of HSBC France held on 31 2088 appointed Mrs Brigitte Taittinger as a
Director, for a term of four years.

The composition of the Board of Directors is asofok:

Charles-Henri Filippi, Chairman of the Board of&itors

Peter Boyles, Director and Chief Executive Officer
Christophe de Backer, Director and Deputy Chieddtsive Officer
Gilles Denoyel, Director and Deputy Chief Execat®fficer
Jean Beunardeau Director

Evelyne Cesatri, Director elected by employees

Paul Dubrule, Director

Michel Gauduffe, Director elected by employees

Stephen Green, Director

Philippe Houzé, Director

Igor Landau, Director

Philippe Pontet, Director

Philippe Purdy, Director elected by employees

Marcel Roulet, Director

Joyce Semelin, Director elected by employees

Peter Shawyer, Director

Brigitte Taittinger, Director.

« Plan of HSBC France share capital reduction

On 16 September 2008, a plan of HSBC France slagiéat reduction will be submitted to an
Extraordinary General Meeting. The maximum amounthe share capital reduction will be
€43,750,000 by buying back shares belonging toestwdders with a view to their cancellation.
The purchase price would be €160.00 for each shidthea nominal value of €5. The Board of
Directors would then decide the capital reductigiinivv a maximum period of six months.
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e Launch of a covered bond programme

To diversity its sources of medium and long-termaficing in the currently uncertain climate in
the capital markets, HSBC France has decided topset covered bond programme to optimise
the refinancing terms of a portion of its mortgégek. HSBC Covered Bonds (France), a wholly-
owned subsidiary of HSBC France, has obtained appfoom theComité des Etablissements de
Crédit et des Entreprises d’Investissem@i&ECEIl) to issued covered bonds structured irfaha

of a medium/long-term EMTN programme, for the spilgpose of refinancing HSBC France's
mortgage lending business.
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Persons responsible for auditing the financial stat ements

Person responsible for the registration document athadditional information

- Name of person responsible
Mr Peter Boyles, Chief Executive Officer

- Statement by person responsible

To the best of my knowledge, having taken all reabte steps for this purpose, the information
provided in this document is true and accurate emtains no material omission that would
impair its significance.

| have obtained a completion letter from the ComyfmBtatutory Auditors in which they confirm
that they have verified the information presentedhis update on the financial position and the
financial statements, and also that they also heae this entire update.

The Statutory Auditors have issued a report orfitfencial information presented in this update,
available on page 44 of this document, which da¢saontain any observation.

To the best of my knowledge, the financial stateis@ave been prepared in line with the relevant
accounting standards and give a true and fair wieassets and liabilities, financial position and

results of operations of the company and of alleghtties included in the consolidation, and the
interim report on activities presents a faithfulleetion of the significant events that occurred

during the first six months of the financial ye#iveir impact on the interim financial statements
and the principal transactions between relatedgsamis well as a description of the principalgisk

and principal uncertainties affecting the remairshgmonths of the financial year.

Paris, 28 August 2008

Peter Boyles, CEO
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Persons responsible for auditing the financial sta&ments

Incumbents First appointed Re-appointed

KPMG* 2001 2006
Represented by Mr Fabrice Odent

1, cours Valmy

92923 Paris La Défense Cedex

Léger & associés 2007 -
Represented by Mr Michel Léger

52, rue La Boétie

75008 Paris

Alternates

Mr Gérard Gaultry 2001 2006
1, cours Valmy
92923 Paris La Défense Cedex

Mr Francois Allain 2007 -
2, rue Héléne Boucher
78286 Guyancourt Cedex

1 Member of th&€ompagnie Régionale des Commissaires aux Coropiéersailles.
2 Member of the€Compagnie Régionale des Commissaires aux Coropfearis.

Term expires

2012

2012

2012

2012
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Cross-reference table

The cross-reference table refers to the main hgadiequired by the European regulation 809/2004
(Annex Xl) implementing the directive known as ©§pectus » and to the pages of 2007 Annual
Report and Accounts.08-0300 updated by this document.

Pages in
. . registrationdpcum(_ant Pages in this update
Section of Annex XI to EU Regulation 809/2004 D.08-0300 filed with
the AMF
on 25 April 2008
1. Persons responsible 176 49
2. Statutory auditors 176 50
3. Risk factors 47-51, 116-130 19-35
4. Information about the issuer
4.1. History and development of the company 161 -
5. Business overview
5.1. Principal activities 2-6 3-7
5.2. Principal markets 2-6 3-7
6. Organisational structure
6.1. Brief description of the group inside cover, 2-6, -
140-151

6.2. Issuer’s relationship with other group engitie -
7. Trend information 174-175 46
8. Profit forecasts or estimates - -
9. Administrative, management and supervisory
bodies and senior management

9.1. Administrative and management bodies 8-17 a7
9.2. Administrative and management bodies —
Conflicts of interests 18 -
10. Major shareholders
10.1. Control of the issuer 21,164 -

10.2. Arrangements known to the issuer which
could entail a change in control at a
subsequent date - -

11. Financial information concerning the issuesseis
and liabilities, financial position and profits and

losses

11.1. Historical financial information 52 -

11.2. Financial statements 53-134, 136-145

11.3. Auditing of historical financial information 135, 136 -

11.4. Age of latest financial information 53 -

11.5. Interim and other financial information - 8-43

11.6. Legal and arbitration proceedings 49 42

11.7. Significant change in the issuer’s finanoial

trading position 174 46

12. Material contracts 161 -

13. Third party information and statement by expert
and declarations of any interest - -
14. Documents on display 159 52
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Cross-reference table (continued)

This update of the registration document includedinterim financial report:

- Statement by person responsible page 49
- Management report pages 3-7

- Consolidated accounts pages 8-43
- Statutory Auditors’ report page 44

The following items are incorporated by reference:

- the consolidated financial statements for the yealed 31 December 2007 and the Statutory
Auditors’ report on those consolidated financiatsients, presented on pages 58-142 and
143 of reference document D.08-300 filed with tHéRon 25 April 2008.

The chapters of the reference documents not mesttiabove are either of no interest to investors or
are covered in another section of this update.

These documents are available on the HSBC Framepgrwebsite (www.hsbc.fr) and on the AMF's
website (www.amf-france.org).

Any person requiring additional information on tHSBC France group may, without commitment,
request documents by mail:

HSBC France

103 avenue des Champs Elysées

75419 Paris Cedex 08
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